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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 and other legal authority.
Forward-looking statements generally relate to future events or our future financial or operating performance. In some cases, you can identify forward-looking statements
because they contain words such as “may,” “will,” “should,” “expects,” “plans,” “anticipates,” “could,” “intends,” “target,” “projects,” “‘contemplates,” “believes,”
“estimates,” “predicts,” “potential,” or “continue” or the negative of these words or other similar terms or expressions that concern our expectations, strategy, plans, or

intentions.

» o« » » Py

You should not place undue reliance on forward looking statements. We cannot assure you that the events and circumstances reflected in the forward-looking statements will be
achieved or occur. The cautionary statements set forth in this Annual Report on Form 10-K, including in “Risk Factors” and elsewhere, identify important factors which you
should consider in evaluating our forward-looking statements. These factors include, among other things:

e our ability to sustain recent growth rates;

e our ability to sustain the increase in our Internet sales;

e our ability to manage the growth of our operations over time;

e our ability to maintain, grow and enforce our brand and trademark rights;

e our ability to improve our products and develop new products;

e our ability to obtain, grow and enforce intellectual property related to our business and avoid infringement or other violation of the intellectual property rights of
others;

*  our ability to successfully open and operate new showrooms,

*  the impact of any systems interruptions that impair customer access to our sites or other performance failures in our technology infrastructure;

* any decline in consumer spending including due to negative impact from economic conditions;

*  our ability to compete and succeed in a highly competitive and evolving industry; and

*  the effect and consequences of the novel coronavirus (“COVID-19") public health crisis or related variants on our business operations and continuity.
We caution you that the foregoing list may not contain all the forward-looking statements made in this Annual Report on Form 10-K.

You should not rely upon forward-looking statements as predictions of future events. We have based the forward-looking statements contained in this Annual Report on Form
10-K primarily on our current expectations and projections about future events and trends that we believe may affect our business, financial condition, results of operations,
and prospects. The outcome of the events described in these forward-looking statements is subject to risks, uncertainties, and other factors described in the section titled “Risk
Factors” and elsewhere in this Annual Report on Form 10-K. Moreover, we operate in a very competitive and rapidly changing environment. New risks and uncertainties
emerge from time to time, and it is not possible for us to predict all risks and uncertainties that could have an impact on the forward-looking statements contained in this
Annual Report on Form 10-K. We cannot assure you that the results, events, and circumstances reflected in the forward-looking statements will be achieved or occur, and
actual results, events, or circumstances could differ materially from those described in the forward-looking statements.

The forward-looking statements made in this Annual Report on Form 10-K relate only to events as of the date on which the statements are made. We undertake no obligation to
update any forward-looking statements made in this Annual Report on Form 10-K to reflect events or circumstances after the date of this Annual Report on Form 10-K or to
reflect new information or the occurrence of unanticipated events, except as required by law. We may not actually achieve the plans, intentions, or expectations disclosed in our
forward-looking statements, and you should not place undue reliance on our forward-looking statements. Our forward-looking statements do not reflect the potential impact of
any future acquisitions, mergers, dispositions, joint ventures, or investments we may make.
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PART L.

Item 1. Business.
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When used in this report, the terms “we,” “us,” “our,” “Lovesac” and the “Company” mean The Lovesac Company.
Company Overview

We are a technology driven company that designs, manufactures and sells unique, high quality furniture derived through our proprietary Designed for Life philosophy which
results in products that are built to last a lifetime and designed to evolve as our customers’ lives do. Our current product offering is comprised of modular couches called
Sactionals, premium foam beanbag chairs called Sacs, and their associated home decor accessories. Innovation is at the center of our design philosophy with all of our core
products protected by a robust portfolio of utility patents. The Company markets and sells its products through modern and efficient showrooms and, increasingly, through
online sales directly at www.lovesac.com, supported by direct-to-consumer touch-feel points in the form of our own showrooms, which include our newly created mobile
concierge and kiosks, as well as through shop-in-shops and online pop-up-shops with third party retailers. We believe that our ecommerce centric approach, coupled with our
ability to deliver our large upholstered products through express couriers, is unique to the furniture industry.

The name “Lovesac” was derived from our original innovative product, a premium foam beanbag chair, the Sac. The Sac was developed in 1995 and provided the foundation for
the Company. We believe that the large size, comfortable foam filling and irreverent branding of our Sacs products have been instrumental in growing a loyal customer base
and our positive, fun image. Our Sacs represented 10.5%, 14.0% and 17.0% of our sales for fiscal years 2022, 2021 and 2020, respectively.

Our Sactionals product line currently represents a majority of our sales. Sactionals are a couch system that consists of two components, seats and sides, which can be arranged,
rearranged and expanded into thousands of configurations easily and without tools. Our Sactional products include a number of patented features relating to their geometry and
modularity, coupling mechanisms and other features. We believe that these high quality premium priced products enhance our brand image and customer loyalty and expect
them to continue to garner a significant share of our sales.

Our Sactionals represented 87.6%, 84.5% and 80.7% of our sales for fiscal years 2022, 2021 and 2020, respectively. Sacs and Sactionals come in a wide variety of colors and
fabrics that allow consumers to customize their purchases in numerous configurations and styles. We provide lifetime warranties on our Sactionals frames and the foam used in
both product lines, and 3-year warranties on our covers. Our Designed for Life trademark reflects our dynamic product line that is built to last and evolve throughout a
customer’s life. Customers can continually update their Sacs and Sactionals with new covers, additions and configurations to accommodate changes in their family and housing
situations.

The Company was formed in the State of Delaware on January 3, 2017, in connection with a corporate reorganization with SAC Acquisition LLC, a Delaware limited liability
company, the predecessor entity to the Company. Our common stock began trading on Nasdaq under the symbol “LOVE” on June 27, 2018 and we consummated our initial
public offering of shares of our common stock, or our IPO, on June 29, 2018.

Product Overview

Our products serve as a set of building blocks that can be rearranged, restyled and re-upholstered with any new setting, mitigating constant changes in fashion and style. They
are built to last and evolve throughout a customer’s life.

e Sactionals. Our Sactional product line currently represents a majority of our net sales. We believe our Sactionals platform is unlike competing products in its
adaptability yet is comparable aesthetically to similarly priced premium couches and sectionals. Our Sactional products include a number of patented features relating to
their geometry and modularity, coupling mechanisms and other features. Utilizing only two, standardized pieces, “seats” and “sides,” and approximately 200 high
quality, tight-fitting covers that are removable, washable, and changeable, customers can create numerous permutations of a sectional couch with minimal effort.
Customization is further enhanced with our specialty-shaped modular offerings, such as our wedge seat and roll arm side. In October 2021 StealthTech Sound + Charge
product line was introduced that features immersive surround sound by Harman Kardon and convenient wireless charging, all seamlessly embedded and hidden inside
the adaptable Sactionals platform. Our custom features and accessories can be added easily and quickly to a Sactional to meet endless design, style, storage and utility
preferences, reflecting our Designed for Life philosophy. Sactionals are built to meet the highest durability and structural standards applicable to fixed couches.
Sactionals are comprised
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of standardized units and we guarantee their compatibility over time, which we believe is a major pillar of their value proposition to the consumer.

Sacs. We believe that our Sacs product line is a category leader in oversized beanbags. The Sac product line offers 6 different sizes ranging from 25 pounds to 95
pounds with capacity to seat 3+ people on the larger model Sacs. Filled with Durafoam, a blend of shredded foam, Sacs provide serene comfort and guaranteed
durability. Their removable covers are machine washable and may be easily replaced with a wide selection of cover offerings.

Accessories. Our accessories complement our Sacs and Sactionals by increasing their adaptability to meet evolving consumer demands and preferences. Our current
product line offers Sactional-specific drink holders, Footsac blankets, decorative pillows, fitted seat tables and ottomans in varying styles and finishes and our unique
Sactionals Power Hub, providing our customers with the flexibility to customize their furnishings with decorative and practical add-ons to meet evolving style
preferences.

Sales Channels

We offer our products through an omni-channel platform that provides a seamless and meaningful experience to our customers online and in-store. Our distribution strategy
allows us to reach customers through four distinct, brand-enhancing channels.

.

Showrooms. We market and sell our products through 146 showrooms at top tier malls, lifestyle centers, kiosks, mobile concierges, and street locations in 39 states in
the U.S. We carefully select the best small-footprint retail locations in high-end malls and lifestyle centers for our showrooms. Compared to traditional retailers, our
showrooms require significantly less square footage because of our need to have only a few in-store sample configurations for display and our ability to stack our
inventory for immediate sale. The architecture and layout of these showrooms is designed to communicate our brand personality and key product features. Our goal is to
educate first-time customers, creating an environment where people can touch, feel, read, and understand the technology behind our products. We are updating and
remodeling many of our showrooms to reflect our new showroom concept, which emphasizes our unique product platform, and will be the standard for future
showrooms. Our showroom concept utilizes technology in more experiential ways to increase traffic and sales. Our net sales completed through this channel accounted
for 60.0%, 45.6% and 63.4% of total net sales for fiscal years 2022, 2021 and 2020, respectively.

Ecommerce. Through our ecommerce channel, we believe we are able to significantly enhance the consumer shopping experience for home furnishings, driving deeper
brand engagement and loyalty, while also realizing more favorable margins than our showroom locations. We believe our robust technological capabilities position us
well to benefit from the growing consumer preference to transact at home and via mobile devices. With furniture especially suited to ecommerce applications, our net
sales completed through this channel accounted for 30.2%, 47.1% and 23.9% of total net sales for fiscal years 2022, 2021 and 2020, respectively.

Other touchpoints. We augment our showrooms with other touchpoint strategies including online and in store pop-up-shops, shop-in-shops, and barter inventory
transactions. We utilize in store pop-up-shops to increase the number of locations where customers can experience and purchase our products, a low cost alternative to
drive brand awareness, in store sales, and ecommerce sales. These in store pop-up-shops are staffed similarly to our showrooms with associates trained to demonstrate
and sell our products and promote our brand. Unlike the in store pop-up-shops which are typically 10-day shows, and pop-up locations, shop-in-shops are designed to be
in permanent locations carrying the same digital technology of our showrooms and are also staffed with associates trained to demonstrate and sell our products. Shop-in-
shops require less capital expenditure to open a productive space to drive brand awareness and touchpoint opportunities for demonstrating and selling our products.
During fiscal year 2022, we operated 21 shop-in-shops at Best Buy and online at Best Buy.com as compared to 3 shop-in-shops in fiscal 2021. We hosted 7 online pop-
ups and no in store pop-up-shops in fiscal year 2022 as compared to 5 online pop-ups and 153 in store pop-up-shops in fiscal year 2021. We expect to continue hosting
online pop-ups on Costco.com and do not currently expect any further contribution from Costco in store pop-up-shops. Other sales which includes pop-up-shop sales,
shop-in-shop sales and inventory barter transactions accounted for 9.8%, 7.3% and 12.7% of our total sales for the fiscal years ended 2022, 2021 and 2020, respectively.
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Customers

Our Designed for Life products provide flexibility, upgradeability and sustainability, elements that attract a wide customer base and can change as their life changes. Our
customers have different tastes, styles, purchasing goals and budgets when shopping for couches, and our Sactionals platform’s modularity addresses this array of needs.

¢ Target Demographics. Based on our internal data, our typical customer is 25 to 45 years in age with an annual household income of over $100,000. We consider this to
be an attractive demographic because of its higher than average rates of household formation and furniture purchasing. Since 2020, we have experienced accelerated
growth in new customer transactions from our target customers and beyond, demonstrating the expansive relatability and demand of our products.

*  Robust customer lifetime value. The fiscal 2022 cohort had an average first year value of $2,840 per new customer, and this is the highest first year value of all cohorts
we have tracked since fiscal 2015 and 105.0% higher than the 3 year benchmark fiscal 2015 cohort whose Customer Lifetime Value (CLV) is currently $1,385, which
increased from $1,346 in fiscal 2021. We believe this is an outcome of our decision to focus on driving penetration of Sactionals. We calculated our fiscal 2022 cohort
CLV by dividing the aggregate gross profits through fiscal 2022 attributed to the fiscal 2022 cohort (approximately $342 million) by the total number of new customers
from fiscal 2022 (120,351).

In addition, our Customer Acquisition Cost (CAC) was $548.74 for fiscal 2022. This is an increase from our fiscal 2021 CAC which was $434.61. This increase is
attributable to our increase in marketing spend targeted at Sactional customers and we expect our CAC to continue to increase as we continue to target Sactional
customers. We also expect this increase in CAC to correspond with a continued increase in CLV. Our CLV/CAC ratio for fiscal 2022 was 5.17 compared to 4.70 for
fiscal 2021.

Growth Strategies

To position Lovesac for future growth, in the last several years we have made significant investments in overhead, optimized and integrated our business technologies and
processes, and further developed our marketing strategies. In addition, we have refocused our strategy regarding our showrooms, moving to higher end malls and lifestyle
centers while testing new showroom concept such as kiosks and mobile concierge, to support ecommerce sales, our primary growth channel. We have also moved to fixed
versus variable rent structures in many of our lease arrangements and have introduced a new interactive technology driven showroom experience that has resulted in higher
traffic levels and conversion.

We are also focused on the following key strategies to drive sales growth:
Continue to Build on Our Brand

We aggressively invest in brand building and direct marketing efforts through a robust and diverse marketing mix. Our focus on building the Lovesac and Sactional brands has
led to an increase in our new Sactional customer base, which grew by 33.1% in fiscal 2022. Through our ecommerce channel, we believe we are able to significantly enhance
the consumer shopping experience, driving deeper brand engagement and loyalty, while also realizing more favorable margins than our showroom locations. We continue to
invest into this digital channel to improve user experience, enhancing their research, understanding and confidence in their purchase decision.

Our commitment to sustainability is central to our stated purpose and strategy. Our Designed For Life philosophy calls for products that are built to last a lifetime and designed
to evolve with our customers’ lives. Sactionals represent our Designed For Life philosophy in action and customers generally invest in them with a long-term focus. We believe
this is a competitive advantage and has helped us establish a unique brand and a successful culture.

New Strategy on Innovation

Innovation and test-and-learn are engrained within our Company, from product to operations to marketing and distribution. From inception, we have focused on developing
unique, innovative and proprietary product platforms. We deploy a dual strategy of continuously researching and product invention and designing. We are continuously
expanding and introducing new extensions to these platforms to broaden the appeal, grow the addressable market of our product offerings and ultimately continue to grow and
evolve with our customers’ needs. We continually evaluate new products to complement our Sactionals and Sac lines and are currently developing accessories for the tech-
savvy consumer. During October 2021,
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we introduced the Sactionals StealthTech Sound + Charge product line. This unique innovation features immersive surround sound by Harman Kardon and convenient wireless
charging, all seamlessly embedded and hidden inside the adaptable Sactionals platform. The System includes two Sound + Charge Sides each with embedded front- and rear-
firing Harman Kardon speakers, a Subwoofer that easily integrates into a Sactionals Seat Frame and a Center Channel, all working in unison to deliver captivating surround
sound that is completely hidden from view.

As we continue to grow our business and add additional showrooms in strategic locations across the United States, we seek the ability to service more customers locally with
area-designated representatives who will shift their efforts between our showrooms and customers” homes. Our concierge operators in the field will be able to assist customers
via online chat services from home thereby creating more touchpoints customers in new and existing locations, contributing to our efficient approach to growing our footprint
and services to suit the evolving needs of our customers.

Increase Sales and Operating Margins

We seek to increase sales and operating margins through our premium market position and pricing strategy and omni-channel platform, which we believe will require relatively
small near term increases in fixed overhead.

¢ Premium Market Position and Pricing. Our products are positioned in the premium couch segment of the furniture market. We market as premium products because of
our proprietary foam fillings, higher quality materials and unique modularity requiring a distinct level of manufacturing capability. At our price point, we offer a unique
value proposition that combines both beautiful aesthetics and utility to our customers that we believe our competitors cannot offer. Additionally, our high-end branding
strategy, further enhanced by our unsolicited celebrity endorsements and large social media following, commands premium pricing, as we feel lowering prices may
negatively affect the perception of our products. The difference is explained by our platform approach, where once a customer buys their first couch, the cost of
expanding and adding to it over time is much less expensive than the traditional method of purchasing another new couch to replace the old one.

*  Omni-channel Platform. By leveraging our omni-channel platform, we cost-effectively drive traffic to our ecommerce channel, resulting in increased web-based sales
and improved operating margins. We continually seek to improve our ecommerce capabilities to drive sales and take advantage of the lower cost of this channel. Our
showrooms and other direct marketing efforts work in concert to drive customer conversion in ecommerce. In addition, our shop-in-shops provide a low cost alternative
to drive brand awareness and both in-store and ecommerce sales.

Supply Chain and Sourcing

We manage a global supply chain of highly vetted and qualified, third-party manufacturing partners to produce our products. Our partners operate facilities located in the United
States, China, Vietnam, Malaysia, Taiwan, Indonesia, and India. We do not currently own or operate any manufacturing facilities as we believe our partners’ facilities are
sufficient to meet our current demand and will be able to meet any additional demand in the future. We do, however, expect to invest in additional domestic manufacturing
capabilities to support supply chain redundancy for certain of our products. Additionally, we work closely with our manufacturing partners regarding product quality and
manufacturing process efficiency. To mitigate the concentration risk in our supply chain, we have and continue to pursue a higher diversification of manufacturing partners,
with both sourcing, tariff, and geographical advantages.

Logistics and Distribution

We are able to efficiently distribute and ship our products to our customers. Due to the unique modularity of our Sactionals products and the shrinkability of our Sacs, we are
able to distribute our products through nationwide express couriers and efficiently utilize warehouse space and international shipping routes. We believe our Sactionals are the
only product in its category that enjoys this logistical advantage.

Seasonality

We experience seasonal fluctuations in our sales. A larger percentage of our sales occur in the fourth quarter of our fiscal year, which coincides with Cyber Monday (the first
Monday after Thanksgiving, when online retailers typically offer holiday discounts), the holiday season and our related promotional and marketing campaigns. Our fiscal 2022
quarters in sequential order equaled 16.6%, 20.6%, 23.4% and 39.4% of total net sales, respectively.
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Intellectual Property

We own 31 U.S. federal trademark registrations, 177 foreign trademark registrations, and a number of U.S. and foreign trademark applications and common law trademark
rights. Our registered U.S. trademarks include registrations for the Lovesac®, Lovesoft®, Sactionals®, Durafoam®, SAC®, SACS®, Moviesac®, Supersac®, Squattoman®, Total
Comfort®, Gamersac®, Citysac®, Footsac®, Always Fits. Forever New®, The World’s Most Comfortable Seat®, and Designed For Life® trademarks. Our trademarks, if not
renewed, are scheduled to expire between 2022 and 2031.

In order to maintain our U.S. trademark registrations, we must continue to use the marks in commerce on the goods and services identified in the registrations and must make
required filings with the U.S. Patent and Trademark Office at intervals specified by applicable statutes and regulations. Failure to comply with these requirements may result in
abandonment or cancellation of the registrations.

We have 26 issued U.S. utility patents and 38 issued foreign utility patents, that are scheduled to expire between 2022 and 2039. We have 15 pending U.S. utility patent
applications, 35 pending foreign utility patent applications and 2 pending international patent applications. Our Sactional technology patents include our proprietary geometric
modular system and segmented bi-coupling technology. We also have multiple patents pending and expect to file patent applications for future innovations. We believe that our
patent portfolio, combined with our innovative design approach may deter others from attempting to imitate or replicate our products.

Competition

Our business is rapidly evolving and intensely competitive. Retailers compete based on a variety of factors, including design, quality, price and customer service. Levels of
competition and the ability of our competitors to attract customers through competitive pricing or other factors may impact our results of operations. Our competition includes
furniture stores, big box retailers, department stores, specialty retailers and online furniture retailers and marketplaces.

We believe our combination of proprietary products, brand strength, loyal customer base, omni-channel approach, technological platform, unique consumer experience,
logistical advantages and seasoned management team allow us to compete effectively against and differentiate ourselves from the competition.

Environmental Sustainability and Social Responsibility

Our business is purpose driven, pursuing continued economic growth alongside environmental and social responsibility through innovative and lasting programs. We have
incorporated social, environmental, health and safety procedures into our global manufacturing standards. Additionally, we are taking an enhanced inventory of our carbon
footprint and constructing new operational processes to reduce waste throughout our value chain.

Our environmental and social initiatives include but are not limited to the following: We are committed to provide a fulfilling and inclusive workplace, cultivating a diverse
workforce and continuous opportunities to learn new skills. We have increased training hours by 25 percent since fiscal 2020, recognizing the positive value of professional
development for our associates. As of December 31, 2021, 55 percent of our workforce was made up of racial or ethnic minority groups, and 60 percent were women. In fiscal
2021, we founded a Diversity, Equity, and Inclusion (DEI) council and steering committee, that will lead the continued growth of programs supporting underrepresented groups
and empowering employees to be responsive equality leaders. Delivering innovative solutions to support a sustainable, low carbon future is anchored in our guiding principles.
By 2040, we hope to achieve a one-hundred percent circular and sustainable business model, reaching targets of zero waste and zero emissions. In the coming year, we plan to
report scope 1 and 2 emissions in alignment with Green House Gas Protocol Corporate Accounting and Reporting Standard and share the roadmap intended to help us achieve
our zero waste and zero emissions goals.

We monitor our sourcing facilities that manufacture Lovesac products for implementation of safe and ethical business practices in the areas of working hours, wages, benefits,
forced labor, discrimination, and child labor. These facilities are also required to manage their environmental impacts, provide a safe and healthy environment in all workspaces,
comply with all local wage and hour laws and regulations, and comply with all applicable environmental laws and regulations. Ethical and environmental practices are
confirmed through agreements with our manufacturers to submit to third party auditing and authorized monitoring. We work to ensure our products are safe for our customers
and their homes with strict safety standards and responsible use of chemicals. To achieve these standards, we strive for all of our products to meet or exceed performance
requirements for product durability, safety, and consumer satisfaction through rigorous safety inspections.
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At the end of fiscal 2022, we published our first annual Environmental, Social, and Governance (ESG) report aligned with the guidance of the Sustainability Accounting
Standards Board (SASB). We believe that transparently disclosing the goals and metrics pertinent to our ESG programs will grant our stakeholders continued visibility of our
progress. To that end, we expect to update this report on an annual basis for consistent transparency of our evolving ESG strategy and related efforts. Our most recent ESG
report is available at: https://investor.lovesac.com/esg. The content of our website is not incorporated by reference in this Form 10-K.

Environmental Compliance

Our manufacturing operations are subject to a variety of U.S. and international environmental protection measures. We believe that our operations comply in all material
respects with applicable environmental laws and regulations. Our compliance with these requirements is not expected to have a material effect upon our capital expenditures,
cash flows, earnings, or competitive position.

Human Capital

The long-term success of our business depends on attracting, developing and retaining top talent to drive our growth strategy and support our guiding principles. These
principles are the foundation of our business and grounded in true sustainability, a singular focus on high quality execution of fewer core products, consideration of all
stakeholder perspectives in our decision-making, and championing meaningful relationships through the development of products that bring people together.

Our corporate culture celebrates our associates at online rallies and annual events designed to engage our associates and reward them for exemplary work and embodiment of
our values. We support our associates’ professional development through annual training programs on topics relevant to our business, functional areas, or policies and
procedures. Our associates participate in quarterly coaching sessions with their managers where they are evaluated on their performance relative to certain key performance
indicators and alignment with our values and given actionable feedback. We engage our associates on many levels to share learnings, educate, and foster community and
connection.

Our talent acquisition strategy is to attract top talent and become a sought-after U.S. employer focused on our Designed For Life philosophy and a culture of diversity, equity
and inclusivity. We have initiated this strategy by expanding the areas from which we source talent and offering flexible remote working opportunities for eligible associates.
We will continue to build on this strategy, working in parallel with our evolving future work strategy. We also offer a robust and immersive onboarding plan to create a strong
foundation for our new associates and timely, effective integration.

Due to the ongoing COVID-19 pandemic, in fiscal 2022 a majority of our workforce continued to work remotely. To support our headquarters-based associates, we took
measures to ensure our associates had the technology to support remote work and are redefining our future working environment to offer flexible working solutions. For
associates supporting our showrooms, we implemented specific protocols to ensure the safety of our associates and our customers.

As of January 30, 2022, we had 607 full-time associates and 578 part-time associates, and we contracted with 20 independent contractors. Our workforce was 58% female, and
women hold 53% of the available leadership roles within the Company.

All associates and contractors are subject to contractual agreements that specify, among other things, requirements for confidentiality, ownership of newly developed intellectual
property and restrictions on working for competitors as well as other matters.

Diversity, Equity and Inclusion

In fiscal 2022, we prioritized developing a strategic diversity, equity and inclusion plan to ensure a diverse workforce composition, operating in an inclusive and transparent
workplace culture, to leverage all of our talents. We engaged with partners to guide our diversity, equity and inclusion strategy, and elicited feedback from our associates on
factors affecting diverse individuals and communities. We also established a steering committee of senior leaders and a Diversity and Inclusion Council of associates to drive
our program’s objectives. We have expanded our diversity recruiting practices, deployed training programs to increase awareness of diversity, equity and inclusion issues, and
are developing tools to drive accountability toward achieving the Company’s goals.
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Product Development

We design and sell non-seasonally driven, Designed For Life products, that are focused on driving incremental value for our customer. The process leverages numerous inputs
to shape our product roadmap, sequencing of product launches, and prioritization of product projects. A few examples of these sources of information are consumer insights
generated by research commissioned by Lovesac, patterning our category and key competitors, and product opportunities developed to address customer satisfaction. All
products that we bring to market must adhere to our Designed For Life design philosophy which calls for products that are built to last a lifetime and designed to evolve as life
changes. This ensures that our products not only leverage responsible inputs when possible, but also create a sustainable product that is built to last and designed to evolve.

Government Regulation

We are subject to numerous U.S. and international trade laws and regulations, and U.S. federal, state and foreign laws and regulations covering a variety of subject matters,
many of which are evolving. These laws and regulations involve matters including privacy, data use, data protection and personal information, intellectual property, product
liability, ecommerce, taxation, economic or other trade prohibitions or sanctions, anti-corruption and political law compliance, securities law compliance, and online payment
services. Our compliance with these laws and regulations may be onerous and could, individually or in the aggregate, increase our cost of doing business and/or otherwise have
an adverse impact on our business, reputation, financial condition, and operating results.

For additional information about government regulation applicable to our business, see Part I, Item 1A, "Risk Factors" in this Annual Report on Form 10-K.
Available Information

Copies of our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, our Proxy Statements and amendments to these reports filed or
furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”) are available, free of charge, on our investor relations
website (https://investor.lovesac.com) as soon as reasonably practicable after we file such materials electronically with or furnish it to the SEC. Information contained on, or
that can be accessed through, our website does not constitute part of this Annual Report on Form 10-K and the inclusion of our website address in this Annual Report is for
reference only. The SEC also maintains a website that contains our SEC filings at www.sec.gov.

Item 1A. Risk Factors.

An investment in our common stock involves a high degree of risk. You should carefully consider the risks and uncertainties described below, together with all of the other
information contained in this Annual Report on Form 10-K, including our financial statements and the related notes thereto. The risks and uncertainties described below are
not the only ones we face. Additional risks and uncertainties not presently known to us, or that we currently believe are not material, also may become important factors that
affect us and impair our business operations. The occurrence of any of the events or developments discussed in the risk factors below could have a material and adverse impact
on our business, results of operations, financial condition and cash flows, and in such case, our future prospects would likely be materially and adversely affected. If any of
such events or developments were to happen, the trading price of our common stock could decline.

Summary
Our business is subject to numerous risks and uncertainties, as described below, that may prevent us from achieving our business objectives or may adversely affect our
business, financial condition, results of operations, cash flows, and prospects. The principal factors and uncertainties that make investing in our common stock risky include,
among others:

« the ongoing impact of COVID-19 on our business, sales, results of operations and financial condition;

*  our ability to sustain profitability, and raise capital;

*  our ability to accurately forecast our operating results and growth rate or manage our growth effectively;

*  our ability to maintain our brand image, engage new and existing customers and gain market share;

*  our ability to compete successfully;



Table of Contents

*  our ability to effectively market and launch our products and increase customer traffic;
*  our ability to attract, develop, motivate and maintain well-qualified associates;

»  systems interruptions that impair customer access to our sites or other performance failures in our technology infrastructure, including significant disruptions of or breach
in security of information technology systems and violation of data privacy laws;

* any decline in consumer spending including due to negative impact from economic conditions;
«  our dependence on a small number of suppliers, including international suppliers and those in developing countries, foreign manufacturing and imports;
« the impact of increases in demand for, or the price of, raw materials used to manufacture our products;
*  our inability to manage our inventory levels and products, including the complexities created by our omni-channel operations, and sustain our Internet sales levels;
*  our ability to successfully open and operate new showrooms and continue to achieve showroom growth rates that we have achieved in the past;
*  our ability to successfully adapt to consumer shopping preferences;
« unfavorable changes to government regulation of the Internet and ecommerce; and
*  our ability to protect our trademarks, brand image, or other intellectual property rights.
COVID-19 Risks

The impact of COVID-19 continues to create uncertainty for our business and may have a significant negative impact on our business, sales, results of operations and
financial condition.

The global outbreak of COVID-19 has led to severe disruptions in general economic activities, particularly retail operations, as businesses and federal, state, and local
governments take increasingly broad actions to mitigate this public health crisis. We have experienced significant disruption to our business, both in terms of disruption of our
operations and the adverse effect on overall economic conditions. On March 18, 2020, the Company closed all showroom locations. All of our showrooms have since fully
reopened to the walk-in phase; however, there is no guarantee that there will not be additional closures. We have seen and may continue to see changes in consumer demand as a
result of COVID-19, including the inability of consumers to purchase our products due to factors such as quarantine or other restrictions, store closures, or financial hardship.
To help mitigate the impact of the pandemic on showroom and in-person sales, we have increased marketing of our website and ecommerce platform as we believe that the
pandemic has contributed to an acceleration in the shift of commerce to online sales. However, it is possible that this increased ecommerce demand may not continue in future
periods and may even recede as the effects of the pandemic subside, which could adversely affect our revenue growth. Our business is also dependent on the continued health
and productivity of our associates, including store, region and corporate management teams, throughout this crisis. Although we continue to prioritize the health and safety of
our associates, our employees may be exposed to COVID-19, and we may face claims by such employees or regulatory authorities that we have not provided adequate
protection to our employees with respect to the spread of COVID-19 at our physical locations, which may affect our business, results of operations, and reputation. Our global
supply chain and manufacturing operations may also be impacted by COVID-19 related constraints, such as lock-down orders and business limitations imposed on our third-
party suppliers. Individually and collectively, the consequences of the COVID-19 outbreak could have a material adverse effect on our business, sales, results of operations and
financial condition.

Additionally, our liquidity could be negatively impacted if these conditions continue for a significant period of time and we may be required to pursue additional sources of
financing to obtain working capital, maintain appropriate inventory levels, and meet our financial obligations. The capital and credit markets have been disrupted by the crisis
and our ability to obtain any required financing is not guaranteed and largely dependent upon evolving market conditions and other factors. Depending on the continued impact
of the crisis, further actions may be required.

The extent to which COVID-19 ultimately impacts our business, sales, results of operations and financial condition will depend on future developments, which are highly
uncertain and cannot be predicted, including, but not limited to, the duration and spread of the virus and any variants, its severity, the vaccination rates among the population
and its
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effectiveness, the actions to contain the virus or treat its impact, and how quickly and to what extent normal economic and operating conditions can resume. Even after the
COVID-19 outbreak has subsided, we may continue to experience significant impacts to our business as a result of its global economic impact, including any economic
downturn or recession that has occurred or may occur in the future. For example, significant shifts in consumer spending behavior resulting from the outbreak, especially
around key purchase triggers like moving into new dwellings, remodeling spaces, or replacing or upgrading home furnishings, which we believe increased our sales during the
pandemic, may decline after the pandemic has abated and cause a significant impact on our business and operations.

The various United States federal government orders and regulations directing employers to require their employees to be vaccinated could lead to labor disruptions, which
could have a material adverse effect on our business and results of operations.

On November 4, 2021, the Department of Labor’s Occupational Safety and Health Administration (“OSHA”) issued an emergency temporary standard (“ETS”) requiring
private employers with 100 or more employees to enforce vaccination mandates for its employees or, alternatively, require weekly testing. On January 13, 2022, the United
States Supreme Court issued an opinion staying enforcement of the ETS. Then, effective January 26, 2022, OSHA withdrew the ETS as an enforceable ETS, but did not
withdraw the ETS as a proposed rule. The ultimate outcome of this proposed rule and related litigation cannot be determined at this time. We are continuing to closely monitor
and update our practices in response to developments or changes in the COVID-19 vaccination policies established by various federal agencies as well as the several state-
specific COVID-19 vaccine mandates that provide expanded exemptions, modifications, or restrictions regarding employee vaccinations. Given current information, it is not
possible to assess with certainty the impact such vaccine mandates would have on us. These mandates may result in increased costs, labor disruptions or employee attrition. If
we lose employees, it will be difficult in the current competitive labor market to find qualified replacement employees, and this could have an adverse effect on future revenues
and costs, which could be material. Additional uncertainty could also be caused by competing and potentially conflicting laws and regulations, such as the recent executive
orders issued by certain states prohibiting vaccine mandates. Accordingly, such mandates could have a material adverse effect on our business and results of operations.

Business Risks

QOur inability to maintain our brand image, engage new and existing customers and gain market share could have a material adverse effect on our growth strategy and our
business, financial condition, operating results and prospects.

Our ability to maintain our brand image and reputation is integral to our business and implementation of our growth strategy. Maintaining, promoting and growing our brand
will depend largely on the success of our design, merchandising and marketing efforts and our ability to provide a consistent, high-quality product and customer experience. Our
reputation could be jeopardized if we fail to maintain high standards for product quality and integrity and any negative publicity about these types of concerns may reduce
demand for our products. There is also increased focus by governmental and non-governmental organizations, customers, and other stakeholders, on corporate social
responsibility and sustainability matters. Our reputation could be damaged if we do not (or are perceived not to) act responsibly with respect to any social or sustainability
matters, which could negatively impact our business and results of operations. While we believe our brand enjoys a loyal customer base, the success of our growth strategy
depends, in part, on our ability to keep existing customers engaged and attract new customers to our brand. If we experience damage to our reputation or loss of consumer
confidence, we may not be able to retain existing customers or acquire new customers, which could have a material adverse effect on our business, financial condition,
operating results and prospects.

If we fail to acquire new customers, or fail to do so in a cost-effective manner, we may not be able to achieve revenue growth or profitability.

To acquire new customers, we must appeal to prospects who have historically used other means of commerce to purchase furniture, such as traditional furniture retailers. To
date, we have reached new customers primarily through our showroom presence in various markets, and through social media, digital content, third-party advocates for our
brand and products and by word of mouth, and now through national television advertisements. Until now, these efforts have allowed us to acquire new customers at what we
believe is a reasonable cost and rate. However, there is no guarantee that these methods will continue to be successful, will not be impacted by the COVID-19 pandemic, or will
drive customer acquisition rates necessary for us to achieve revenue growth or profitability.
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Our business is highly competitive. Competition pr ts an ongoing threat to the success of our business.

Our business is rapidly evolving and intensely competitive, and we have many competitors in different industries. We compete with furniture stores, big box retailers,
department stores, specialty retailers and online furniture retailers and marketplaces.

We expect competition in both retail stores and ecommerce to continue to increase. Our ability to compete successfully depends on many factors both within and beyond our
control, including:

* the size and composition of our customer base;

*  our selling and marketing efforts;

» the quality, price, reliability and uniqueness of products we offer;

» the convenience of the shopping experience that we provide;

*  our ability to distribute our products and manage our operations; and

*  our reputation and brand strength.
Many of our current and potential competitors have longer operating histories, greater brand recognition, larger fulfillment infrastructures, greater technological capabilities,
faster and less costly shipping, significantly greater financial, marketing and other resources and larger customer bases than we do. These factors may allow our competitors to,
among other things, derive greater sales from their existing customer base, acquire customers at lower costs and respond more quickly than we can to new or emerging
technologies and changes in consumer habits. These competitors may engage in more extensive research and development efforts, undertake more far-reaching marketing

campaigns and adopt more aggressive pricing policies. If we are unable to successfully compete, our business, financial condition, operating results and prospects could be
materially adversely affected.

We rely on the performance of bers of igement and highly skilled personnel. If we are unable to attract, develop, motivate and retain well-qualified associates, our
business could be harmed.

We believe our success has depended, and continues to depend, on the efforts and talents of Shawn Nelson, our founder, member of the Board of Directors and Chief Executive
Officer, Mary Fox, our President and Chief Operating Officer, Jack Krause, our Chief Strategy Officer and a member of the Board of Directors, Donna Dellomo, our Executive
Vice President, Chief Financial Officer, Treasurer and Secretary and other members of our management team. Our future success depends on our continuing ability to attract,
develop, motivate and retain highly qualified and skilled associates. The market for such associates in the cities in which we operate is competitive. Qualified individuals are in
high demand, and we may incur significant costs to attract and retain them. The loss of any of our key associates, including members of our senior management team, could
materially adversely affect our ability to execute our business plan, and we may not be able to find adequate replacements. Our inability to recruit and develop mid-level
managers could have similar adverse effects on our ability to execute our business plan.

Some of our officers and other key associates are employed at-will, meaning that they may terminate their employment relationship with us at any time, and their knowledge of
our business and industry would be extremely difficult to replace. While others have employment agreements with stated terms, they could still leave our employ. If we do not
succeed in retaining and motivating existing associates or attracting well-qualified associates, our business, financial condition, operating results and prospects may be
materially adversely affected.

System interruptions that impair customer access to our sites or other performance failures in our technology infrastructure could damage our business, reputation and

brand, and substantially harm our business and results of operations.

The satisfactory performance, reliability and availability of our website, transaction processing systems and technology infrastructure are critical to our reputation, and our
ability to acquire and retain customers and maintain adequate customer service levels. We currently rely on a variety of third party service providers to support mission critical
systems and the efficient flow of merchandise from and between warehouses and showrooms to customers. For example, we rely on common carriers for the delivery of
merchandise purchased by customers through our website and in our showrooms, and the systems we employ to communicate delivery schedules and update customers about
order tracking interface with the information systems of these common carriers. Our own systems, which are customized versions of ecommerce, customer
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relationship management, payment processing, and inventory management software technologies deployed by numerous retailers and wholesalers in a variety of industries,
must work seamlessly in order for information to flow correctly and update accurately across these systems. Any failure in this regard could result in negative customer
experiences, putting our brand and growth at risk.

Through third parties that underwrite customer risk, we offer financing options in order to increase the market demand for our products among customers who may not be able
to buy them using cash. The systems of these third parties must work efficiently in order to give customers real-time credit availability. Changes in the risk underwriting or
technologies of these third parties may result in lower credit availability to our potential customers and therefore reduced sales. The occurrence of any of the foregoing could
substantially harm our business and results of operations.

Unauthorized disclosure of sensitive or confidential information, whether through a breach of our computer system or otherwise, could severely hurt our business.

Certain aspects of our business involve the receipt, storage and transmission of customers’ personal information and consumer preferences, as well as confidential information
about our associates, our suppliers and our Company, some of which is entrusted to third-party service providers and vendors. Despite the security measures we have in place,
our facilities and systems, and those of third parties with which we do business, may be vulnerable to security breaches, acts of vandalism and theft, computer viruses,
misplaced or lost data, programming and/or human errors, or other similar events.

An electronic security breach in our systems (or in the systems of third parties with which we do business) that results in the unauthorized release of individually identifiable
information about customers or other sensitive data could occur and have a material adverse effect on our reputation, lead to substantial financial losses from remedial actions,
and lead to a substantial loss of business and other liabilities, including possible punitive damages. In addition, as the regulatory environment relating to retailers and other
companies’ obligation to protect such sensitive data becomes increasingly rigorous, with new and constantly changing requirements applicable to our business, compliance with
those requirements could result in additional costs, and a material failure on our part to comply could subject us to fines, other regulatory sanctions and lawsuits.

Our business is sensitive to economic conditions and consumer spending.

We face numerous business risks relating to macroeconomic factors. Consumer purchases of discretionary items, including our products, generally decline during recessionary
periods and other times when disposable income is lower. Factors impacting discretionary consumer spending include general economic conditions, inflation, wages and
employment, consumer debt, reductions in net worth based on severe market declines, residential real estate and mortgage markets, taxation, volatility of fuel and energy prices,
interest rates, consumer confidence, political and economic uncertainty and other macroeconomic factors, including the COVID-19 pandemic and the conflict between Russia
and the Ukraine. Deterioration in economic conditions, increasing inflation or increasing unemployment levels may reduce the level of consumer spending and inhibit
consumers’ use of credit, which may adversely affect our sales. In recessionary periods and other periods where disposable income is adversely affected, we may have to
increase the number of promotional sales or otherwise dispose of inventory for which we have previously paid to manufacture, which could further adversely affect our
financial performance. It is difficult to predict when or for how long any of these conditions could affect our business and a prolonged economic downturn could have a material
adverse effect on our business, financial condition, operating results and prospects.

A substantial portion of our business is dependent on a small number of suppliers. A material disruption or labor shortage at any of our suppliers’ manufacturing facilities
could impede our ability to meet customer demand, reduce our sales, and/or negatively affect our financial results.

We do not own or operate any manufacturing facilities and therefore depend on third-party suppliers for the manufacturing of all of our products. Moreover, a substantial
portion of our business is dependent on a small number of suppliers. Sacs, which represented approximately 10.5% of our revenues in fiscal 2022, 14.0% of our revenues in
fiscal 2021, and 17.0% of our revenues in fiscal 2020, are currently manufactured by a single manufacturer in Texas, which has previously experienced, and may experience in
the future, disruptions to its manufacturing operations. Sactionals, which represented approximately 87.6% of our revenues in fiscal 2022, 84.5% of our revenues in fiscal 2021,
and 80.7% of our revenues in fiscal 2020, are manufactured by suppliers in the United States, China, Vietnam, Malaysia, Taiwan, Indonesia, and India.

Some of our third-party suppliers are currently experiencing a shortage of qualified labor at their manufacturing facilities in certain geographies, particularly within the United
States, due in part to the COVID-19 pandemic and related government relief programs and general macroeconomic factors. A prolonged shortage of qualified labor could
decrease our third-party
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suppliers' ability to effectively produce and meet our demands and efficiently operate their facilities. A prolonged labor shortage could also lead to increased labor costs from
higher overtime, the need to hire temporary help to meet demand and higher wages rates in order to attract and retain employees. Any of these developments or manufacturing
disruptions could materially increase our sourcing costs and have a material adverse effect on our results of operations.
Certain of our suppliers’ manufacturing facilities, and machines within an otherwise operational facility, have previously ceased temporarily, and could in the future cease,
operations unexpectedly due to a number of events, which could materially and adversely impact our business, operations and financial condition. These events include but are
not limited to:

*  equipment failure;

*  public health crises, such as the COVID-19 pandemic;

» fires, floods, earthquakes, hurricanes, or other catastrophes;

* unscheduled maintenance outages;

» utility and transportation infrastructure disruptions;

e labor difficulties;

»  other operational problems;

*  war or terrorism;

*  political, social or economic instability; or

» financial instability or bankruptcy of any such supplier.

Our reliance on international suppliers increases our risk of supply chain disruption, which could materially increase the cost and reduce or delay the supply of our
products, which could adversely affect our business, financial condition, operating results and prospects.

Our current suppliers are located in China, Vietnam, Taiwan, India, Indonesia, Malaysia and the United States. Our reliance on international suppliers increases our risk of
supply chain disruption. Events that could cause disruptions to our supply chain include but are not limited to:

» the imposition of additional trade laws or regulations;

*  public health crises, such as the COVID-19 pandemic;

» the imposition of additional duties, tariffs and other charges on imports and exports;
»  foreign currency fluctuations;

e theft; and

*  restrictions on the transfer of funds.

The occurrence of any of the foregoing could materially increase the cost and reduce or delay the supply of our products, which could adversely affect our business, financial
condition, operating results and prospects.

We are subject to risks associated with our dependence on foreign manufacturing and imports for our products.

Our business highly depends on global trade, as well as trade and other factors that impact the specific countries where our vendors’ production facilities are located. Our future
success will depend in large part upon our ability to maintain our existing foreign vendor relationships and to develop new ones based on the requirements of our business and
any changes in trade dynamics that might dictate changes in the locations for sourcing of products. While we rely on long-term relationships with many of our vendors, we have
no long-term contracts with them and generally transact business with them on an order-by-order basis.
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Many of our imported products are subject to existing duties, tariffs, anti-dumping duties and quotas that may limit the quantity or affect the price of some types of goods that
we import into the United States. In addition, substantial regulatory uncertainty exists regarding international trade and trade policy, both in the United States and abroad.

All of our goods imported from China are subject to additional tariffs. In September 2018, the Office of the U.S. Trade Representative began imposing a 10 percent ad valorem
duty on a subset of products imported from China, inclusive of various furniture product categories. In addition, effective May 10, 2019, the Office of the U.S. Trade
Representative began imposing an additional 15 percent ad valorem duty on a subset of products imported from China, inclusive of various furniture product categories. We
believe that nearly all of our products sourced from China are, and will continue to be, affected by the tariffs. While we are continuing to assess these proposed tariffs on
Chinese imports and are evaluating strategies to mitigate the effects of the tariffs, there can be no assurance that we will not experience disruption in our business.

Further, these changes to tariffs or other rules related to cross border trade, could materially increase our cost of goods sold with respect to products that we purchase from
vendors who manufacture products in China, which could in turn require us to increase our prices and, in the event consumer demand declines as a result, negatively impact our
financial performance. Certain of our competitors may be better positioned than us to withstand or react to these kinds of changes including border taxes, tariffs or other
restrictions on global trade and as a result we may lose market share to such competitors. In addition, while we may be able to continue to expand and shift our sourcing options,
such expansion is time consuming and would be difficult or impracticable for many products and may result in an increase in our manufacturing costs. Due to broad uncertainty
regarding the timing, content and extent of any regulatory changes in the United States or abroad, we cannot predict the impact, if any, that these changes could have to our
business, financial condition and results of operations.

Our reliance on suppliers in developing countries increases our risk with respect to available manufacturing infrastructure, labor and employee relations, political and
ec ic stability, corruption, and regulatory, environmental, health and safety compliance.

Our reliance on suppliers in developing countries increases our risk with respect to infrastructure available to support manufacturing, labor and employee relations, political and
economic stability, corruption, and regulatory, environmental, health and safety compliance. Any failure of our suppliers to comply with ethical sourcing standards or labor or
other local laws in the country of manufacture, or the divergence of a supplier’s labor practices from those generally accepted as ethical in the United States, could disrupt the
shipment of products, force us to locate alternative manufacturing sources, reduce demand for our products, damage our reputation and/or expose us to potential liability for
their wrongdoings. Any of these events could have a material adverse effect on our reputation, business, financial condition, operating results and prospects.

Most of our products are shipped from our suppliers by ocean vessel. If a disruption occurs in the operation of ports through which our products are imported, we may
incur increased costs and suffer delays, which could have a material adverse effect on our business, financial condition, operating results and prospects.

Most of our products are shipped from our suppliers by ocean vessel. If a disruption occurs in the operation of ports through which our products are imported, for instance, as a
result of port congestion, adverse weather, natural disasters or climate change, we may incur increased costs related to air freight or use of alternative ports. Shipping by air is
significantly more expensive than shipping by ocean and our margins could be reduced. Shipping to alternative ports could also lead to delays in receipt of our products. We
rely on third-party shipping companies to deliver our products to us; as a result, we are subject to various risks that are beyond our control, including labor disputes, union
organizing activity, the closure of such shipping companies’ offices or a reduction in operational capacity due to an economic slowdown or the inability to sufficiently ramp up
operational capacity during an economic recovery or upturn, outbreaks of diseases (such as the COVID-19 pandemic), increased fuel costs and costs associated with any
regulations to address climate change, and other factors affecting the shipping industry’s capacity or ability to deliver our products to us.

In addition, due to the ongoing global COVID-19 pandemic, ocean freight capacity issues continue to persist worldwide as there is much greater demand for shipping and
reduced capacity and equipment, which has resulted in recent price increases per shipping container. Streamline ships are charging priority booking fees to allocate space as
they have less ships and workers operating. While we continue to manage and evaluate our freight carriers, there is no indication that shipping container rates will return to
historical levels in the near-term and these increases could have a material adverse effect on our consolidated results of operations. Our third-party shipping companies have
experienced transportation disruptions and restrictions due to the COVID-19 pandemic and delays stemming from delayed shipments from Asian ports, congestion at west coast
ports, more extensive travel restrictions, closures or disruptions of businesses and facilities and a shortage of shipping containers needed to ship our products, which has
adversely impacted our inventory levels and
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resulted in elevated, and sometimes lengthy, customer backorders. Any of these developments could have a material adverse effect on our business, financial condition,
operating results and prospects.

Increases in the demand for, or the price of, raw materials used to manufacture our products or other fluctuations in sourcing or distribution costs could increase our costs
and negatively impact our gross margin.

We believe that we have strong supplier relationships, and we work with our suppliers to manage cost increases. Our gross margin depends, in part, on our ability to mitigate
rising costs or shortages of raw materials used to manufacture our products. Raw materials used to manufacture our products are subject to availability constraints and price
volatility impacted by a number of factors, including supply and demand for fabrics, weather, government regulations, economic conditions, economic and political instability,
and other unpredictable factors. In addition, our sourcing costs may fluctuate due to labor conditions, transportation or freight costs, energy prices, currency fluctuations, public
health crises, such as the COVID-19 pandemic, or other unpredictable factors. The occurrence of any of the foregoing could increase our costs, delay or reduce the availability
of our products and negatively impact our gross margin.

Although we have instituted measures to ensure our supply chain remains open to us, we experienced raw material supply chain challenges related to suppliers negatively
impacted by COVID-19 shutdowns and shipping delays. These global supply chain challenges could continue and in turn materially adversely impact our manufacturing
production and fulfillment of backlog. While we strive to maintain a number of sources for our raw materials, the impact of COVID-19 on raw materials and increased demand
on our supply chain, has created additional pricing and availability pressures. During fiscal 2021, certain raw material prices, such as foam, springs and fabrics, significantly
increased and in some instances, limited our production due to sourcing delays. Continued higher raw material prices and costs of sourced products could have an adverse effect
on our future margins. We expect raw material prices to remain at historically high levels in many categories during fiscal 2022 due to price inflation in certain raw materials
and global supply chain complexities. COVID-19 related issues will continue to introduce uncertainty into many markets, especially with respect to freight and labor
availability. To the extent that we experience incremental costs in any of these areas, we may increase our selling prices or assess material surcharges to offset the impact.
However, increases in selling prices, or surcharges, may not fully mitigate the impact of raw material cost increases which would adversely impact operating income.

Our inability to manage our inventory levels and products, including with respect to our omni-channel operations, could have a material adverse effect on our business,
financial condition, operating results and prospects.

Inventory levels in excess of customer demand may result in lower than planned financial performance. Alternatively, if we underestimate demand for our products, we may
experience inventory shortages resulting in delays in fulfilling customer demands and replenishing to appropriate inventory levels, missed sales and lost revenues. Continued or
lengthy delays in fulfilling customer demand could cause our customers to shop with our competitors instead of us, which could harm our business. Either of these events could
significantly affect our operating results and brand image and loyalty. Our financial performance may also be impacted by changes in our products and pricing. These changes
could have a material adverse effect on our business, financial condition, operating results and prospects.

Our business depends on effective marketing and increased customer traffic.

We rely on a variety of marketing strategies to compete for customers and increase sales. If our competitors increase their spending on marketing, if our marketing is less
effective than that of our competitors, or if we do not adequately leverage the technology and data analytics needed to generate concise competitive insight, our business,
financial condition, operating results and prospects could be adversely affected.

Our increased use of social media poses rep ional risks.

As use of social media becomes more prevalent, our susceptibility to risks related to social media increases. The immediacy of social media precludes us from having real-time
control over postings made regarding us via social media, whether matters of fact or opinion. Information distributed via social media could result in immediate unfavorable
publicity we may not be able to reverse. This unfavorable publicity could result in damage to our reputation and therefore have a material adverse effect on our business,
financial condition, operating results and prospects.

Our efforts to launch new products may not be successful.

We plan to expand our product line in the future. We may not be able to develop products which are attractive to our customers, and our costs to develop new products may be
significant. It may take longer than we might expect for a product, even if ultimately successful, to achieve attractive sales results. Failure to successfully develop or market new
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products or delays in the development of new products could have a material adverse effect on our financial condition, results of operations and business.

Our inability to manage the complexities created by our omni-channel operations may have a material adverse effect on our business, financial condition, operating
results and prospects.

Our omni-channel operations create additional complexities in our ability to manage inventory levels, as well as certain operational issues, including timely shipping and
returns. Accordingly, our success depends to a large degree on continually evolving the processes and technology that enable us to plan and manage inventory levels and fulfill
orders, address any related operational issues and further align channels to optimize our omni-channel operations. If we are unable to successfully manage these complexities, it
may have a material adverse effect on our business, financial condition, operating results and prospects.

Our ability to attract customers to our showrooms depends heavily on successfully locating our showrooms in suitable locations. Any impairment of a showroom location,
including any decrease in customer traffic, could cause our sales to be lower than expected.

We plan to open new showrooms in high traffic street and urban locations and historically we have favored top tier mall locations near luxury and contemporary retailers that
we believe are consistent with our key customers’ demographics and shopping preferences. Sales at these showrooms are derived, in part, from the volume of foot traffic in
these locations. Showroom locations may become unsuitable due to, and our sales volume and customer traffic generally may be harmed by, among other things:

* economic downturns in a particular area;

*  competition from nearby retailers selling similar products;

»  changing consumer demographics in a particular market;

»  changing preferences of consumers in a particular market;

« the closing or decline in popularity of other businesses located near our store;

*  reduced customer foot traffic outside a showroom location; and

*  store impairments due to acts of God, pandemic, terrorism, protest or periods or civil unrest.

Even if a showroom location becomes unsuitable, we will generally be unable to cancel the long-term lease associated with such showroom.

We may be unable to successfully open and operate new showrooms, which could have a material adverse effect on our business, financial condition, operating results and
prospects.

As of January 30, 2022, we had 146 showrooms, including 8 kiosks and 2 mobile concierges, but our growth strategy requires us to increase our showroom base. There can be
no assurance that we will succeed in opening additional showrooms. If we are unable to successfully open and operate new showrooms, it could have a material adverse effect
on our business, financial condition, operating results and prospects.
Our ability to successfully open and operate new showrooms depends on many factors, including, among other things, our ability to:

*  identify new markets where our products and brand image will be accepted or the performance of our showrooms will be successful;

* find available and suitable showroom locations that align with our consumer location strategy;

*  obtain desired locations, including showroom size and adjacencies, in targeted high traffic street and urban locations and top tier malls;

* adapt our showrooms to address public health crises, such as the COVID-19 pandemic;

*  negotiate acceptable lease terms, including desired rent and tenant improvement allowances;
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* achieve brand awareness, affinity and purchaser intent in new markets;

* hire, train and retain showroom associates and field management;

»  assimilate new showroom associates and field management into our corporate culture;

»  source and supply sufficient inventory levels;

* employ the technologies needed to service a customer and complete a transaction;

»  successfully integrate new showrooms into our existing operations and information technology systems; and
*  have the capital necessary to fund new showrooms.

In addition, our new showrooms may not be immediately profitable, and we may incur significant losses until these showrooms become profitable. Unavailability of desired
showroom locations, delays in the acquisition or opening of new showrooms, delays or costs resulting from a decrease in commercial development due to capital restraints,
difficulties in staffing and operating new showroom locations or a lack of customer acceptance of showrooms in new market areas may negatively impact our new showroom
growth and the costs or the profitability associated with new showrooms. While we are seeking to mitigate some of the risks related to our mall-based showrooms by opening
high traffic street and lifestyle center-based showrooms and continuing to build our online sales, there can be no assurance that this strategy will be successful or lead to greater
sales.

As we expand our showroom base, we may not be able to achieve the showroom sales growth rates that we have achieved in the past, which could cause our share price to
decline.

As we expand our showroom base, we may not be able to achieve the showroom sales growth rates that we have achieved historically. If our showroom sales growth rates
decline or fail to meet market expectations, the value of our common stock could decline. While our focus is to continue the expansion of our showrooms, this may result in the
closure of underperforming showroom locations or locations with declining profitability in order to pursue more productive opportunities that are in line with our real estate
strategy. The closure of these showrooms and transition to new showroom locations as part of our strategy may impact our sales and productivity.

In addition, the results of operations of our showroom locations have fluctuated in the past and can be expected to continue to fluctuate in the future. A variety of factors affect
showroom sales, including, among others, consumer spending patterns, fashion trends, competition, current economic conditions, pricing, inflation, the timing of the release of
new merchandise and promotional events, changes in our product assortment, the success of marketing programs, weather conditions and public health crises, such as the
COVID-19 pandemic. If we misjudge the market for our products, we may have excess inventory of some of our products and miss opportunities for other products. These
factors may cause our showroom sales results in the future to be materially lower than recent periods or our expectations, which could harm our results of operations and result
in a decline in the price of our common stock.

We have and will continue to expend capital remodeling our existing showrooms, and there is no guarantee that this will result in incremental showroom traffic or sales.

We intend to continue remodeling our existing showroom base to reflect our new showroom design, and we intend to expend capital doing so. While preliminary results appear
promising, there is no guarantee that the capital spent on these remodeled showrooms will result in increased showroom traffic or increased sales.

QOur lease obligations are substantial and expose us to increased risks.
We do not own any of our showrooms. Instead, we rent all of our showroom spaces pursuant to leases. Nearly all of our leases require a fixed annual rent, and many of them
require the payment of additional rent if showroom sales exceed a negotiated amount. Most of our leases are “net” leases that require us to pay all costs of insurance,

maintenance and utilities, as well as applicable taxes.

Our required payments under these leases are substantial and account for a significant portion of our selling, general and administrative expenses. We expect that any new
showrooms we open will also be leased, which will further increase our
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lease expenses and require significant capital expenditures. Our substantial lease obligations could have significant negative consequences, including, among others:
*  increasing our vulnerability to general adverse economic and industry conditions;
*  limiting our ability to obtain additional financing;
*  requiring a substantial portion of our available cash to pay our rental obligations, reducing cash available for other purposes;
*  limiting our flexibility in planning for or reacting to changes in our business or in the industry in which we compete; and
*  placing us at a disadvantage with respect to some of our competitors who sell their products exclusively online.

We are required to make substantial lease payments under our leases, and any failure to make these lease payments when due would likely harm our business. In addition,
many of our leases contain relocation clauses that allow the landlord to move the location of our showrooms. As our leases expire, we may be unable to negotiate
acceptable renewals.

We depend on cash flow from operations to pay our lease expenses and to fulfill our other cash needs. If our business does not generate sufficient cash flow from operating
activities, and sufficient funds are not otherwise available to us from other sources, we may not be able to service our substantial lease expenses, which would harm our
business.

Moreover, our showroom leases are generally long term and non-cancelable, and we generally expect future showrooms to be subject to similar long term, non-cancelable
leases. If an existing or future showroom is not profitable, and we decide to close it, we may nonetheless be required to perform our obligations under the applicable lease
including, among other things, paying the base rent for the balance of the lease term if we cannot negotiate a mutually acceptable termination payment.

Many of our leases include relocation clauses that allow the landlord to move the location of our showrooms. If any of our showrooms are relocated, there can be no assurance
that the new location will experience the same levels of customer traffic or success that the prior location experienced. In addition, as our leases expire, we may fail to negotiate
renewals, either on commercially acceptable terms or at all, which could cause us to close showrooms in desirable locations. We may also be unable to enter into new leases on
terms acceptable to us or in desirable locations. If any of the foregoing occur, our business, sales and results of operations may be harmed.

QOur inability to successfully optimize our omni-channel operations and maintain a relevant and reliable omni-channel experience for our customers could have a material
adverse effect on our growth strategy and our business, financial condition, operating results and prospects.

Growing our business through our omni-channel operations is key to our growth strategy. Our goal is to offer our customers seamless access to our products across our
channels, and our success depends on our ability to anticipate and implement innovations in sales and marketing strategies to appeal to existing and potential customers who
increasingly rely on multiple channels, such as ecommerce, to meet their shopping needs. While we interact with many of our customers through our showrooms, our customers
are increasingly using computers, tablets and smartphones to make purchases online and to help them make purchasing decisions when in our showrooms. Our customers also
engage with us online through our social media channels, including Facebook and Instagram, by providing feedback and public commentary about aspects of our business.
Failure to enhance our technology and marketing efforts to align with our customers’ developing shopping preferences could significantly impair our ability to meet our
strategic business and financial goals. Moreoever, if we do not successfully optimize our omni-channel operations, or if they do not achieve their intended objectives, it could
have a material adverse effect on our business, financial condition, operating results and prospects.

Purchasers of furniture may choose not to shop online, which could affect the growth of our business.
The online market for furniture is less developed than the online market for apparel, consumer electronics and other consumer products in the United States. While we believe

this market is growing, it still accounts for a small percentage of the market as a whole. We are relying on online sales for our continued success and growth. If the online
market for furniture does not gain wider acceptance, our growth and business may suffer.
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In addition, our success in the online market will depend, in part, on our ability to attract consumers who have historically purchased furniture through traditional retailers. We
may have to incur significantly higher and more sustained advertising and promotional expenditures in order to attract additional online consumers to our website and convert
them into purchasing customers. Specific factors that could impact consumers’ willingness to purchase furniture from us online include:

*  concerns about buying products, and in particular larger products, with a limited physical storefront, face-to-face interaction with sales personnel and the ability to
physically examine products;

» actual or perceived lack of security of online transactions and concerns regarding the privacy of personal information;

* inconvenience associated with returning or exchanging items purchased online; and

«  usability, functionality and features of our website.
If the online shopping experience we provide does not appeal to consumers or meet the expectations of existing customers, we may not acquire new customers at rates
consistent with historical periods, and existing customers’ buying patterns may not be consistent with historical buying patterns. If either of these events occur, our business,

sales and results of operations may be harmed.

We depend on our ecommerce business and failure to successfully manage this business and deliver a seamless omni-channel shopping experience to our customers could
have an adverse effect on our growth strategy, business, financial condition, operating results and prospects.

Sales through our ecommerce channel account for a significant portion of our revenues. Our business, financial condition, operating results and prospects are dependent on
maintaining our ecommerce business. Dependence on our ecommerce business and the continued growth of our direct and retail channels subjects us to certain risks, including:

« the failure to successfully implement new systems, system enhancements and Internet platforms;

e the failure of our technology infrastructure or the computer systems that operate our website and their related support systems, causing, among other things, website
downtimes, telecommunications issues or other technical failures;

» the reliance on third-party computer hardware/software providers;

»  rapid technological change;

»  liability for online content;

»  violations of federal, state, foreign or other applicable laws, including those relating to data protection;
e credit card fraud;

*  cyber security and vulnerability to electronic break-ins and other similar disruptions; and

+  diversion of traffic and sales from our stores.

Our failure to successfully address and respond to these risks and uncertainties could negatively impact sales, increase costs, diminish our growth prospects and damage the
reputation of our brand, each of which could have a material adverse effect on our business, financial condition, operating results and prospects.

Significant merchandise returns could harm our business.
We allow our customers to return products, subject to our return policy. If customer returns are significant, our business, financial condition, operating results and prospects

could be harmed. Further, we modify our policies relating to returns from time to time, which may result in customer dissatisfaction or an increase in the number of product
returns.
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We are subject to risks related to online payment methods.

We accept payment using a variety of methods, including credit card, debit card, PayPal, Apple Pay, Amazon Pay, Affirm and gift cards. As we offer new payment options to
consumers, we may become subject to additional regulations, compliance requirements and fraud. For certain payment methods, including credit and debit cards, we pay
interchange and other fees, which may increase over time and increase our operating costs. We are also subject to payment card association operating rules and certification
requirements, including the Payment Card Industry Data Security Standard and rules governing electronic funds transfers, which could change or be reinterpreted to make it
difficult or impossible for us to comply.

As our business changes, we may also be subject to different rules under existing standards, which may require new assessments that involve costs above what we currently pay
for compliance. If we fail to comply with the rules or requirements of any provider of a payment method we accept, if the volume of fraud in our transactions limits or
terminates our rights to use payment methods we currently accept, or if a data breach occurs relating to our payment systems, we may, among other things, be subject to fines or
higher transaction fees and may lose, or have restrictions placed upon, our ability to accept credit card and debit card payments from consumers or our ability to facilitate other
types of online payments. If any of these events were to occur, our business, financial condition and operating results could be materially adversely affected.

In addition, we occasionally receive orders placed with fraudulent credit card data. We may suffer losses as a result of orders placed with fraudulent credit card data even if the
associated financial institution approved payment of the orders. Under current credit card practices, we may be liable for fraudulent credit card transactions. If we are unable to
detect or control credit card fraud, our liability for these transactions could harm our business, financial condition, operating results and prospects.

Finance Risks

Our ability to raise capital in the future may be limited. Our inability to raise capital when needed could prevent us from growing and could have a material adverse effect
on our business, financial condition, operating results and prospects.

If we experience insufficient cash flow from operations to support our operating and capital needs, we will be required to raise additional capital through public or private
financing or other arrangements. Such financing may not be available on acceptable terms, or at all. We may sell common stock, preferred stock, convertible securities and other
equity securities in one or more transactions at prices and in such a manner as we may determine from time to time. If we sell any such equity securities in subsequent
transactions, investors may be materially diluted. Concerns over the economic impact of inflation, the COVID-19 pandemic and the conflict between Russia and Ukraine have
caused extreme volatility in financial and capital markets, which has adversely impacted our stock price and may materially adversely affect our ability to access capital
markets. Debt financing, if available, may involve restrictive covenants and could reduce, among other things, our operational flexibility. If we cannot raise funds on acceptable
terms, we may not be able to grow our business or respond to competitive pressures. In addition, debt financings may be blocked by our senior lender that provides an asset-
backed revolving credit facility to fund our inventory purchases in advance of customer sales. Our lender has, and any subsequent senior lender likely will have, the right to
consent to any new debt financing. There can be no assurance that our lender will provide such consent. Our inability to raise capital when needed could prevent us from
growing and have a material adverse effect on our business, financial condition, operating results and prospects.

We have identified a material weakness in our internal controls over financial reporting, and if we are unable to remediate such material weakness and maintain an
effective system of internal controls in the future, we may fail to timely and accurately report our financial results, experience a loss of investor confidence in the accuracy
and completeness of our consolidated financial statements, incur material misstatements in our consolidated financial statements, and the market price of our common
stock may be adversely affected.

As a public company, we are required to maintain internal control over financial reporting and to report any material weaknesses in such internal control. Section 404 of the
Sarbanes-Oxley Act (“Section 404”) requires that we furnish a report by management on, among other things, the effectiveness of our internal control over financial reporting.
This assessment requires disclosure of any material weaknesses identified by our management in our internal control over financial reporting. Our independent registered public
accounting firm also needs to attest to the effectiveness of our internal control over financial reporting. We designed, implemented, and tested internal control over financial
reporting required to comply with this obligation. The process of compiling the system and processing documentation necessary to perform the evaluation required under
Section 404 is costly and challenging, and, in the future, we may not be able to complete our evaluation, testing, and any required remediation in a timely fashion.
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We identified a material weakness in our internal control over financial reporting as of January 30, 2022, related to ineffective information technology internal controls in the
areas of user access and segregation of duties related to certain information technology systems that could impact our financial reporting process. A “material weakness” is a
deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is more than a reasonable possibility that a material misstatement of the
Company's annual or interim financial statements will not be prevented or detected on a timely basis. Although these control weaknesses did not result in any material
misstatement of our consolidated financial statements for the periods presented and there were no changes to previously released financial result, our management concluded
that these control weaknesses constitute a material weakness and that our internal control was not effective as of January 30, 2022. Our management, under the oversight of our
Audit Committee and in consultation with outside advisors, has begun evaluating and implementing measures designed to ensure that the control deficiencies contributing to the
material weakness are remediated.

We believe our remediation efforts will be effective in remediating the material weakness described above, and we will continue to devote time and attention to these remedial
efforts. However, as we continue to evaluate and take actions to improve our internal control over financial reporting, we may take additional actions to address control
deficiencies or modify certain of the remediation measures described above. Our remediation efforts will not be considered complete until the applicable controls operate for a
sufficient period of time and our management has concluded, through testing, that these controls are operating effectively.

If we are unable to remediate the material weakness timely and sufficiently or if we identify future material weaknesses in our internal control over financial reporting or are
unable to comply with the requirements of Section 404 in a timely manner or assert that our internal control over financial reporting is effective, or if our independent registered
public accounting firm is unable to express an opinion or expresses a qualified or adverse opinion about the effectiveness of our internal control over financial reporting, we
may experience a loss of investor confidence in the accuracy and completeness of our consolidated financial statements, incur material misstatements in our consolidated
financial statements, incur difficulty accessing capital on favorable terms, or at all, be subject to fines, penalties or judgments, incur reputational harm, and the market price of
our common stock may be adversely affected. In addition, we could become subject to investigations by the stock exchange on which our securities are listed, the SEC, and
other regulatory authorities, which could require additional financial and management resources and materially and adversely affect our business, results of operations and
financial condition.

If our internal control over financial reporting or our disclosure controls and procedures are not effective, we may not be able to accurately report our financial results,
prevent fraud or file our periodic reports in a timely manner, which may cause investors to lose confidence in our reported financial information and may lead to a decline
in our stock price.

We rely on financial reporting and data analytics that must be accurate in order to make real-time management decisions, accurately manage our cash position, and maintain
adequate inventory levels while conserving adequate cash to fund operations. In the event of a systems failure, a process breakdown, the departure of key management, or fraud,
we would be unable to efficiently manage these items and may experience liquidity shortfalls that our cash position or revolving credit facility may not be able to
accommodate. In such a situation, we also may not be able to accurately report our financial results, prevent fraud or file our periodic reports in a timely manner, which may
cause investors to lose confidence in our reported financial information and may lead to a decline in our stock price.

We may be unable to accurately forecast our operating results and growth rate, which may adversely affect our reported results and stock price.

We may not be able to accurately forecast our operating results and growth rate. We use a variety of factors in our forecasting and planning processes, including historical
results, recent history and assessments of economic and market conditions. Our growth rates may not be sustainable, and our growth depends on the continued growth of
demand for the products we offer. Lower demand caused by changes in customer preferences, a weakening of the economy or other factors may result in decreased revenues or
growth. Furthermore, many of our expenses and investments are fixed, and we may not be able to adjust our spending in a timely manner to compensate for any unexpected
shortfall in our operating results. Failure to accurately forecast our operating results and growth rate could cause our actual results to be materially lower than anticipated. If our
growth rate declines as a result, investors’ perceptions of our business may be adversely affected, and the market price of our common stock could decline.
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If we fail to manage our growth effectively, our business, financial condition, operating results and prospects could be harmed.

To manage our anticipated growth effectively, we must continue to implement our operational plans and strategies, improve and expand our corporate infrastructure,
information systems, and executive management and expand, train and manage our associate base. As we grow, we will need to find, train, and monitor additional associates
and continue to invest in information systems that support key functions such as accounting, human resources, sales analytics, and marketing, all of which strain the time of our
executive management team and our resources. If we fail to manage our growth effectively, our business, financial condition, operating results and prospects could be harmed.

Changes in lease accounting standards may materially and adversely affect us.

The Financial Accounting Standards Board (“FASB”) issued 2016-02, Leases (Topic 842). We adopted this standard beginning in fiscal 2022. We are required to capitalize all
leases with a life greater than one year on our balance sheet and account for our showroom leases as assets and liabilities, where we previously accounted for such leases on an
“off balance sheet” basis. As a result, a significant amount of lease-related assets and liabilities were recorded on our balance sheet. These changes have not directly impacted
our overall financial condition. However, they could cause investors or others to believe that we are highly leveraged and could change the calculations of financial metrics and
covenants under our debt facilities and third-party financial models regarding our financial condition.

Legal, Tax and Regulatory Risks

Increasing reg s and expectations on environmental, social and governance factors may impose additional costs and expose us to new risks.

Many investors, customers and other key stakeholders have increased their focus on environmental, social and governance (“ESG”) factors and corporate responsibility. As a
result, there is a strong emphasis on ESG ratings and several third parties have created numerous standards by which they measure a company's corporate responsibility
performance. In addition, these ESG standards may continue to change causing us to make substantial investments to satisfy them in order to meet the expectations of our
investors, customers and other stakeholders. If we are unable to satisfy these ESG standards, our investors, customer and stakeholders may conclude that our policies and
performance with respect to corporate responsibility are inadequate. Our inability to meet these standards may harm our brand and reputation, and our investments in ESG may
impact our results of operations. Furthermore, if our competitors’ corporate responsibility performance is perceived to be greater than ours, we may lose current or future
investors who may elect to invest with our competitors instead. In addition, we have and will continue to communicate our ESG goals and priorities. If we do not achieve these
goals and priorities, or fail to meet the expectations of investors and other key stakeholders, our reputation and financial results could be materially and adversely affected.

We may be subject to product liability claims if people or property are harmed by the products we sell.

We have not had any significant product liability claims to date. We place a high priority on designing our products to be safe for consumers and safety test our products in
third-party laboratories. Still, the products we sell or have manufactured may expose us to product liability claims, litigation and regulatory action relating to personal injury,
death and environmental or property damage. Some of our agreements with our suppliers and international manufacturers may not indemnify us from product liability for a
particular supplier’s or international manufacturer’s products, or our suppliers or international manufacturers may not have sufficient resources or insurance to satisfy their
indemnity and defense obligations. Although we maintain liability insurance, we cannot be certain that our coverage will be adequate for liabilities actually incurred or that
insurance will continue to be available to us on economically reasonable terms, or at all. Any product liability claims asserted against us could, among other things, harm our
reputation, damage our brand, cause us to incur significant costs, and have a material adverse effect on our business, results of operations and financial condition.

Product warranty claims could have a material adverse effect on our business.
We provide a lifetime warranty on the hard insert pieces of our Sactionals and the soft insert pieces of our Sacs, which, if deficient, could lead to warranty claims. The Company
maintains a reserve for warranty claims. However, there can be no assurance that our reserve for warranty claims will be adequate and additional or reduced warranty reserves

may be required. Material warranty claims could, among other things, harm our reputation and damage our brand, cause us to incur significant repair and/or replacement costs,
and have a material adverse effect on our business, financial condition, operating results and prospects.
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A significant disruption in, or breach in security of, our information technology systems or violations of data protection laws could have a material adverse effect on our
business and reputation.

In the ordinary course of business, we collect and store confidential information, including proprietary business information belonging to us, our customers, suppliers, business
partners and other third parties and personally identifiable information of our associates. We rely on information technology systems to protect this information and to keep
financial records, process orders, manage inventory, coordinate shipments to customers, and operate other critical functions. Our information technology systems may be
susceptible to damage, disruptions or shutdowns due to power outages, hardware failures, telecommunication failures and user errors. If we experience a disruption in our
information technology systems, it could result in the loss of sales and customers and significant incremental costs, which could materially adversely affect our business.

We have been and may in the future be subject to security breaches caused by computer viruses, malware, ransomware, phishing attempts, social engineering, illegal break-ins
or hacking, sabotage, acts of vandalism by disgruntled associates or third parties, and other means of unauthorized access. The risk of a security breach or disruption,
particularly through cyberattack or cyber intrusion, including by computer hackers, foreign governments and cyber terrorists, has increased as the number, intensity and
sophistication of attempted attacks and intrusions from around the world have increased. Our information technology network and systems have been and, we believe, continue
to be under constant attack. Accordingly, despite our security measures or those of our third-party service providers, a security breach may occur, including breaches that we
may not be able to detect. A breach of our or our third party service providers' information technology systems that results in the unauthorized release of confidential
information could adversely affect our reputation, leading to a loss of our existing customers and potential future customers, cause financial losses due to remedial actions or
potential liability, including punitive damages and regulatory fines or penalties, and materially increase the costs we incur to protect against these risks, including costs
associated with insurance coverage and potential remediation measures. In addition, due to the COVID-19 pandemic, we have implemented work-from-home policies for
certain employees. Although we continue to implement strong physical and cybersecurity measures to ensure that our business operations remain functional and to ensure
uninterrupted service to our customers, our systems and our operations remain vulnerable to cyberattacks and other disruptions due to the fact that a significant portion of our
employees work remotely as a result of the COVID-19 pandemic, and we cannot be certain that our mitigation efforts will be effective.

2

Government regulation of the Internet and ecommerce is evolving, and unfavorable changes or failure by us to comply with these regulations could
business and results of operations.

jally harm our

We are subject to general business regulations and laws as well as regulations and laws specifically governing the Internet and ecommerce. Existing and future regulations and
laws could impede the growth of the Internet, ecommerce or mobile commerce. These regulations and laws may involve taxes, tariffs, privacy and data security, anti-spam,
content protection, electronic contracts and communications, consumer protection, Internet neutrality and gift cards. It is not clear how existing laws governing issues such as
property ownership, sales and other taxes and consumer privacy apply to the Internet as the vast majority of these laws were adopted prior to the advent of the Internet and do
not contemplate or address the unique issues raised by the Internet or ecommerce. It is possible that general business regulations and laws, or those specifically governing the
Internet or ecommerce, may be interpreted and applied in a manner that is inconsistent from one jurisdiction to another and may conflict with other rules or our practices.

Though we seek at all times to be in full compliance with all such laws, we cannot be sure that our practices have complied, comply or will comply fully with all such laws and
regulations. Any failure, or perceived failure, by us to comply with any of these laws or regulations could result in damage to our reputation, a loss in business and proceedings
or actions against us by governmental entities or others. Any such proceeding or action could damage our reputation and brand, force us to spend significant amounts in defense
of these proceedings, distract our management, increase our costs of doing business, decrease the use of our website by consumers and result in the imposition of monetary
liability. We may also be contractually liable to indemnify and hold harmless third parties from the costs or consequences of non-compliance with any such laws or regulations.

We may be unable to protect our trademarks or brand image, which could harm our business.

We rely on trademark registrations and common law trademark rights to protect the distinctiveness of our brand. We regard our customer and prospect lists, trademarks, domain

names, copyrights, patents and similar intellectual property as critical to our success, and we rely on trademark, copyright and patent law, trade secret protection, agreements and
other methods with our associates and others to protect our proprietary rights. We have 26 issued U.S. utility patents and 38 issued foreign utility patents, that are scheduled to

expire between 2022 and 2039. We also have 15 pending U.S. utility patent applications, 35 pending foreign utility patent applications and 2 pending international patent

applications. Our inability to
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enforce or the expiration of our intellectual property rights may harm our competitive position and our business. If we are unable to protect our technology and to adequately
maintain and protect our intellectual property rights, we may find ourselves at a competitive disadvantage to others who need not incur the additional expense, time and effort
required to create the innovative solutions that have enabled us to be successful to date. The loss or expiration of our intellectual property rights and exclusivity agreements can
have a significant adverse effect on our revenues.

Additionally, there can be no assurance that the actions we have taken to establish and protect our trademarks will be adequate to prevent counterfeiting or infringement of our
trademarks by others. We may not be able to claim or assert trademark or unfair competition claims against third parties for any number of reasons, and our trademarks may be
found invalid or unenforceable. A judge, jury or other adjudicative body may find that the conduct of competitors does not infringe or violate our trademark rights. Third parties
may claim that the use of our trademarks and branding infringe, dilute or otherwise violate the common law or registered marks of that party, or that our sales and marketing
efforts constitute unfair competition. Such claims could result in injunctive relief prohibiting the use of our marks, branding and marketing activities, and significant damages,
treble damages and attorneys’ fees and costs could be awarded as a result of such claims. Moreover, United States and foreign trademark offices may refuse to grant existing
and future trademark applications and may cancel or partially cancel trademark registrations.

The laws of certain foreign countries may not protect the use of unregistered trademarks to the same extent as do the laws of the United States. As a result, international
protection of our brand image may be limited, and our right to use our trademarks outside the United States could be impaired. Other persons or entities may have rights to
trademarks that contain portions of our marks or may have registered similar or competing marks for furniture and/or accessories in foreign countries where our products are
manufactured. There may also be other prior registrations of trademarks identical or similar to our trademarks in other foreign countries of which we are not aware.
Accordingly, it may be possible for others to prevent the manufacture of our branded merchandise in certain foreign countries or the sale or exportation of our branded
merchandise from certain foreign countries to the United States. If we were unable to reach a licensing arrangement with these parties, we might be unable to manufacture our
products in those countries. Our inability to register our trademarks or purchase or license the right to use the relevant trademarks or logos in these jurisdictions could limit our
ability to manufacture our products in less costly markets or penetrate new markets in jurisdictions outside the United States. The occurrence of any of the foregoing could harm
our business.

We may not be able to adequately protect our intellectual property rights.

We regard our customer and prospect lists, trademarks, domain names, copyrights, patents and similar intellectual property as critical to our success, and we rely on trademark,
copyright and patent law, trade secret protection, agreements and other methods with our associates and others to protect our proprietary rights. We might not be able to obtain
protection in the United States or internationally for our intellectual property, and we might not be able to obtain effective intellectual property protection in countries in which
we may in the future sell products. If we are unable to obtain such protection, our business, financial condition, operating results and prospects may be harmed. Additionally,
associates, contractors or consultants may misappropriate or disclose our confidential information or intellectual property and agreements with those persons may not exist, may
not cover the information or intellectual property in question, or may not be enforceable, all of which could have an adverse impact on our business, financial condition,
operating results and prospects for the future.

The protection of our intellectual property rights may require the expenditure of significant financial, managerial and operational resources. Notwithstanding such expenditures,
the steps we take to protect our intellectual property may not adequately protect our rights or prevent third parties from infringing, misappropriating or disclosing confidential
information or intellectual property. The validity, enforceability and infringement of our patents, trademarks, trade secrets and other intellectual property rights may be
challenged by others in litigation or through administrative process, and we may not prevail in such disputes. Additionally, because the process of obtaining patent and
trademark protection is expensive and time-consuming, we may not be able to prosecute all necessary or desirable patent and trademark applications at a reasonable cost or in a
timely manner, and such applications may never be granted. Even if such applications issue as patents and trademarks, there can be no assurance that these patents and
trademarks will adequately protect our intellectual property, as the legal standards relating to the validity, enforceability and scope of protection of patents, trademarks and other
intellectual property rights are uncertain. If we are unable to adequately protect our intellectual property rights, our business, financial condition, operating results and prospects
may be harmed.

We also might be required to spend significant resources to monitor and protect our intellectual property rights. We may not be able to discover or determine the extent of any

infringement, misappropriation, disclosure or other violation of our intellectual property rights, confidential information or other proprietary rights. We may initiate claims or
litigation against others for infringement, misappropriation or violation of our intellectual property rights, confidential information or other

23



Table of Contents

proprietary rights or to establish the validity of such rights. Despite our efforts, we may be unable to prevent third parties, former associates, consultants or independent
contractors from infringing upon, misappropriating, disclosing or otherwise violating our intellectual property rights, confidential information and other proprietary rights. In
addition, initiating claims or litigation against others for infringement, misappropriation, disclosure or violation of our intellectual property rights, confidential information or
proprietary rights will be expensive, and may be prohibitively expensive. Any litigation or other dispute resolution mechanism, whether or not it is resolved in our favor, could
result in significant expense to us and divert the efforts of our technical and management personnel, which may materially adversely affect our business, financial condition,
operating results and prospects.

Our products or marketing activities may be found to infringe or violate the intellectual property rights of others.

Third parties may assert claims or initiate litigation asserting that our products or our marketing activities infringe or violate such third parties’ patent, copyright, trademark,
trade secret or other intellectual property rights. The asserted claims and/or litigation could include claims against us or our suppliers alleging infringement of intellectual
property rights with respect to our products or components of such products.

Regardless of the merit of the claims, if our products are alleged to infringe or violate the intellectual property rights of other parties, we could incur substantial costs and we
may have to, among other things:

*  obtain licenses to use such intellectual property rights, which may not be available on commercially reasonable terms, or at all;

*  redesign our products or change our marketing activities to avoid infringement or other violations of the intellectual property rights of others;
*  stop using the subject matter protected by the intellectual property held by others;

*  pay significant compensatory and/or enhanced damages, attorneys’ fees and costs; and/or

*  defend litigation or administrative proceedings which may be costly whether we win or lose, and which could result in a substantial diversion of our time, financial and
management resources.

If any of the foregoing occur, our business, financial condition, operating results and prospects could be materially adversely affected.
Risks Related to Ownership of Our Common Stock
The trading price of the shares of our common stock has been and is likely to continue to be highly volatile.

The stock market in general has experienced volatility that has often been unrelated to the operating performance of particular companies. The market price for our common
stock may be influenced by many factors, including:

* actual or anticipated fluctuations in our customer growth, sales, or other operating results;
»  variations between our actual operating results and the expectations of securities analysts, investors, and the financial community;

* any forward-looking financial or operating information we may provide to the public or securities analysts, any changes in this information, or our failure to meet
expectations based on this information;

» actions of securities analysts who initiate or maintain coverage of us, changes in financial estimates by any securities analysts who follow our Company, or our failure to
meet these estimates or the expectations of investors;

» additional shares of our common stock being sold into the market by us or our existing stockholders, or the anticipation of such sales, including if existing stockholders
sell shares into the market when applicable “lock-up” periods end;

«  price and volume fluctuations in the overall stock market, including as a result of trends in the economy as a whole;
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* announcements by us or our competitors of significant products, acquisitions, strategic partnerships, joint ventures, or capital commitments;

*  lawsuits threatened or filed against us;

*  developments in new legislation or rulings by judicial or regulatory bodies;

»  other events or factors, including those resulting from war or incidents of terrorism, or responses to these events; and

» the societal and economic impact of public health crises, such as the ongoing COVID-19 pandemic.
We may be subject to securities litigation, which is expensive and could divert management attention.
The market price of our common stock may be volatile, and in the past, companies that have experienced volatility in the market price of their stock have been subject to
securities class action litigation. We may be the target of this type of litigation in the future. Securities litigation against us could result in substantial costs and divert our

management’s attention from other business concerns, which could have a material adverse effect on our business, financial condition, and results of operations.

If securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, our stock price and trading volume could
decline.

The trading market for our common stock will be influenced by the research and reports that securities or industry analysts publish about us or our business. If one or more of
these securities or industry analysts ceases coverage of us, we could lose visibility in the financial markets, which in turn could cause our stock price or trading volume to
decline. If one or more of the analysts who cover us downgrades our common stock, publishes inaccurate or unfavorable research about our business or if our operating results
do not meet their expectations, our stock price could decline.

Future sales and issuances of our common stock or rights to purchase common stock could result in additional dilution of the percentage ownership of our stockholders
and could cause our stock price to decline.

In order to raise additional capital, we may in the future offer additional shares of our common stock or other securities convertible into or exchangeable for our common stock.
Future sales and issuances of our common stock or rights to purchase our common stock could result in substantial dilution to our existing stockholders. We may sell shares or
other securities in the future that could have rights superior to existing stockholders. The price per share at which we sell additional shares of our common stock, or securities
convertible or exchangeable into common stock, in future transactions may be higher or lower than the current price per share of our common stock.

Anti-takeover provisions in our charter documents and under Delaware law could make an acquisition of our Company more difficult, and limit attempts by our
stockholders to replace or remove our current management.

Provisions in our Amended and Restated Certificate of Incorporation and our Amended and Restated Bylaws may have the effect of delaying or preventing a change of control
or changes in our management. Our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws include provisions that:

*  permit the board of directors to establish the number of directors and fill any vacancies and newly created directorships by the affirmative vote of a majority of the
directors or stockholders holding at least 25% of our issued and outstanding shares of common stock;

»  provide that directors may only be removed by the majority of the shares of voting stock then outstanding entitled to vote generally in election of directors;

*  require a majority of all directors who constitute the board of directors or holders at least 25% of the issued and outstanding shares our common stock to adopt, amend
or repeal provisions of our Amended and Restated Bylaws;

*  require 50% of the voting power of all then outstanding shares of our capital stock entitled to vote generally in election of directors to amend, alter or repeal, or adopt
any provision inconsistent with certain sections of our Amended and Restated Certificate of Incorporation;
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»  except as otherwise provided by the terms of any series of preferred stock, special meetings of our stockholders may be called only by the board of directors, the
chairperson of the board of directors, the chief executive officer, the president (in the absence of a chief executive officer) or at least 25% of all then outstanding shares
of our capital stock entitled to vote generally in the election of directors, voting together as a single class; and

» establish advance notice requirements for nominations for election to our board of directors or for proposing matters that can be acted upon by stockholders at annual
stockholder meetings.

These provisions may frustrate or prevent any attempts by our stockholders to replace or remove our current management by making it more difficult for stockholders to replace
members of our board of directors, which is responsible for appointing the members of our management. In addition, because we are incorporated in Delaware, we are governed
by the provisions of Section 203 of the Delaware General Corporation Law, which generally prohibits a Delaware corporation from engaging in any of a broad range of business
combinations with any holder of at least 15% of our capital stock for a period of three years following the date on which the stockholder became a 15% stockholder.

We do not expect to declare any dividends in the foreseeable future.

The continued operation and growth of our business will require substantial cash. Accordingly, we do not anticipate paying any cash dividends to holders of our common stock
at any time in the foreseeable future. Any determination to pay future dividends will be at the discretion of our board of directors and will depend upon our results of operations,
financial condition, contractual restrictions, indebtedness, restrictions imposed by applicable law and other factors our board of directors deems relevant. Consequently, the only
way our shareholders may be able to realize future gain on their investment is to sell their shares of common stock after the price of such shares has appreciated. However, there
is no guarantee that our shares of common stock will appreciate in value.

Item 1B. Unresolved Staff Comments.
None.
Item 2. Properties.

Our primary offices are located at Two Landmark Square, Suite 300, Stamford, CT 06901, where we occupy 22,480 square feet of office space pursuant to a lease agreement
that expires in November 2024, and 904 W. 1600 S., #102, Saint George, Utah 84770, where we occupy 10,696 square feet of office space pursuant to a lease agreement that
expires September 2031. We also lease retail space for our showrooms, in 146 locations throughout the majority of the U.S. states including Alabama, Arizona, California,
Colorado, Connecticut, Delaware, Florida, Georgia, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, Maine, Maryland, Massachusetts, Michigan, Minnesota, Missouri,
Nebraska, Nevada, New Hampshire, New Jersey, New York, North Carolina, Ohio, Oregon, Pennsylvania, South Carolina, Tennessee, Texas, Utah, Virginia, Washington,

Wisconsin and the District of Columbia.

Item 3. Legal Proceedings.

We are currently involved in, and may in the future be involved in, legal proceedings, claims, and investigations in the ordinary course of our business, including claims for
infringing intellectual property rights related to our products and the content contributed by our users and partners. Although the results of these proceedings, claims, and
investigations cannot be predicted with certainty, we do not believe that the final outcome of these matters is reasonably likely to have a material adverse effect on our business,
financial condition, or results of operations. Regardless of final outcomes, however, any such proceedings, claims, and investigations may nonetheless impose a significant

burden on management and associates and may come with costly defense costs or unfavorable preliminary and interim rulings.

For additional information regarding legal proceedings, refer to Note 7-Commitments, Contingencies and Related Parties in our consolidated financial statements within Part II
of this Annual Report on Form 10-K.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART II.
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.
Market Information
Our common stock is traded on Nasdaq under the symbol “LOVE.”
Holders

As of March 15, 2022, there were 180 holders of record of our common stock. Because shares of our common stock are held by depositories, brokers and other nominees, the
number of beneficial holders of our shares is substantially larger than the number of record holders.

Dividends

We have never paid cash dividends on any of our capital stock and we currently intend to retain our future earnings, if any, to fund the development and growth of our business.
We do not intend to pay cash dividends to holders of our common stock in the foreseeable future.

Lovesac Stock Performance Graph
The following graph compares the cumulative total stockholder return on our common stock (assuming reinvestment of dividends) with the cumulative total return on the S&P

500 and the Russell 2000 from February 1, 2019 through January 30, 2022. The graph assumes a $100 investment in each of our common stock, the S&P 500 and the Russell
2000 on February 1, 2019.
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February 1, 2019 February 2, 2020 January 31, 2021 January 30, 2022
The Lovesac Company common
stock $100.00 $47.81 $238.16 $212.89
S&P 500 $100.00 $121.56 $142.53 $172.46
Russell 2000 $100.00 $109.02 $141.91 $136.05

Item 6. [Reserved]
Not applicable.
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our consolidated financial statements and related
notes appearing elsewhere in this Annual Report on Form 10-K. As discussed in the section titled “Forward-Looking Statements,” the following discussion and analysis
contains forward-looking statements that involve risks and uncertainties, as well as assumptions that, if they never materialize or prove incorrect, could cause our results to
differ materially from those expressed or implied by such forward-looking statements. Factors that could cause or contribute to these differences include, but are not limited to,
those identified below and those discussed in the section titled “Risk Factors” under Part I, Item 14 in this Annual Report on Form 10-K.

We operate on a 52- or 53-week fiscal year that ends on the Sunday closest to February 1. Each fiscal year generally is comprised of four 13-week fiscal quarters, although in
the years with 53 weeks, the fourth quarter represents a 14-week period.

Overview

We are a technology driven company that designs, manufactures and sells unique, high quality furniture derived through our proprietary “Designed for Life” approach which
results in products that are built to last a lifetime and designed to evolve as our customers’ lives do. Our current product offering is comprised of modular couches called
Sactionals, premium foam beanbag chairs called Sacs, and their associated home decor accessories. Innovation is at the center of our design philosophy with all of our core
products protected by a robust portfolio of utility patents. We market and sell our products online directly at www.lovesac.com, supported by direct-to-consumer touch-feel
points in the form of our own showrooms, which include our newly created mobile concierge and kiosks, as well as through shop-in-shops and online pop-up-shops with third
party retailers. We believe that our ecommerce centric approach, coupled with our ability to deliver our large, upholstered products through express couriers, is unique to the
furniture industry.

Our Operations

See “Item 1. Business” for information on our products, customers, business model, channels, growth strategies, seasonality and other factors describing our business.

Factors Affecting Our Operating Results

While our growth strategy has contributed to our improving operating results, it also presents significant risks and challenges. The timing and magnitude of new showroom
openings, existing showroom renovations, and marketing activities may affect our results of operations in future periods. These strategic initiatives will require substantial
expenditures.

Other factors that could affect our results of operations in future periods include:

COVID-19

Although there has been a general improvement in conditions related to the COVID-19 pandemic, there continues to be uncertainties around the scope and severity of the
pandemic, its impact on the global economy, including supply chains, and other business disruptions that may impact our operating results and financial condition. We continue
to follow the
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guidance issued by federal, state and local governments and health organizations and have taken measures to protect the safety of our associates and customers.

While the COVID-19 pandemic has led to shifts in the way in which we operate, we continue to serve our customers through our online channels as our products can be easily
configured, shopped online and delivered quickly in a touchless way, coupled with consumers’ demand for home related products and solutions. In fiscal 2022, our showroom
net sales have increased, other channel including net sales from shop-in-shop and pop-up-shops also increased, while our internet net sales have only decreased slightly
demonstrating a customer shift back to in-store purchases. As our showrooms are fully reopen, we continue to experience growth as our net sales increased $177.5 million, or
55.3%, to $498.2 million for the fiscal year ended 2022, compared to $320.7 million for the fiscal year ended 2021. Retail sales drove an increase of $152.8 million, or 104.6%,
to $299.0 million for the fiscal year ended 2022, compared to $146.2 million for the fiscal year ended 2021. The increase in retail sales over fiscal 2021 was mainly due to the
limited showroom operations related to COVID-19 in fiscal 2021, which more than offset the slight decrease in our internet net sales (net sales made directly to customers
through our ecommerce channel) of $0.4 million or 0.3% in the fiscal year ended 2022. Other channel net sales increased $25.1 million, or 106.7%, to $48.6 million for the
fiscal year ended 2022, compared to $23.5 million for the fiscal year ended 2021. This increase was due to hosting 2 additional online pop-up-shops on Costco.com with higher
productivity compared to the prior year period and the addition of 18 new Best Buy shop-in-shops in fiscal 2022, partially offset by sales decrease from shop-in-shop locations
related to Macy's closures. New customers increased by 14.3% for the fiscal year ended 2022, as compared to 32.9% for the fiscal year ended 2021. The increase is driven by the
large number of new retail customers as showrooms are now fully reopened, partially offset by the decrease in new internet customers related to the shift back to in-store
purchases and the large number of new internet customers acquired from the Heroes campaign in prior year period.

The industry in which we operate is cyclical. In addition, our revenues are affected by general economic conditions. Purchases of our products are sensitive to a number of
factors that influence the levels of consumer spending, including economic conditions, consumer disposable income, housing market conditions, consumer debt, interest rates
and consumer confidence.

Seasonality

Our business is seasonal. As a result, our revenues fluctuate from quarter to quarter, which often affects the comparability of our results between periods. Net sales are
historically higher in the fourth fiscal quarter due primarily to the impact of the holiday selling season.

Competition

The retail industry is highly competitive and retailers compete based on a variety of factors, including design, quality, price and customer service. Levels of competition and the
ability of our competitors to attract customers through competitive pricing or other factors may impact our results of operations.

How We Assess the Performance of Our Business

We consider a variety of financial and operating measures, including the following, to evaluate our business, measure our performance, identify trends affecting our business,
formulate business plans, and make strategic decisions.

Net Sales

Net sales reflect our sale of merchandise plus shipping and handling revenue less returns and discounts. Sales made at Company operated showrooms, including shop-in-shops
and pop-up-shops, and via the web are recognized in accordance with the guidance set forth in ASC 606, which is typically at the point of transference of title when the goods
are shipped.

Comparable Showroom Sales

Comparable showroom sales are calculated based on point of sale transactions from showrooms that were open at least fifty-two weeks as of the end of the reporting period.
These sales will differ from sales on our income statement which are reported when goods are shipped and title has transferred to the customer. A showroom is not considered a
part of the comparable showroom sales base if the square footage of the showroom changed or if the showroom was relocated. If a showroom was closed for any period of time
during the measurement period, that showroom is excluded from comparable showroom sales. We made an exception to this calculation in fiscal 2021 when all of our
showrooms were temporarily closed due to government regulations in response to the COVID-19 pandemic. For fiscal years 2022 and 2021, 29 and 19
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respectively were excluded from comparable showroom sales. Comparable showroom sales allow us to evaluate how our showroom base is performing by measuring the
change in period-over-period net sales in showrooms that have been open for twelve months or more. While we review comparable showroom sales as one measure of our
performance, this measure is less relevant to us than it may be to other retailers due to our fully integrated, omni-channel, go-to-market strategy. As a result, measures that
analyze a single channel are less indicative of the performance of our business than they might be for other companies that operate their distribution channels as separate
businesses. Further, certain of our competitors and other retailers calculate comparable showroom sales (or similar measures) differently than we do. As a result, the reporting of
our comparable showroom sales may not be comparable to sales data made available by other companies.

Customer Lifetime Value and Customer Acquisition Cost

We calculate CAC on an annual basis by dividing our expenses associated with acquiring new customers for a fiscal year by the number of new customers we acquire in that
fiscal year. We include premium rent for locations above commercial rates, media costs to new customers, and a portion of showroom merchandising costs in our marketing
expenses associated with acquiring new customers when calculating our CAC. Our marketing expenses for fiscal 2022 and fiscal 2021 were both equal to 13.1% of revenue. For
fiscal 2022, our CAC was $548.74 per customer compared to a CAC of $434.61 for fiscal 2021. This increase was a result of our increased marketing spend that targeted
Sactional customers. We expect our CAC to continue to increase over the next few years as a result of our continued focus on increasing marketing efforts. We expect this
increase in CAC to correspond with a continued increase in CLV.

‘We monitor repeat customer transactions in aggregate through our point of sale platform and in groups based upon the year in which customers first made a purchase from us,
which we refer to as cohorts, as a way to measure our customer’s engagement with our products over their lifetime. Our fiscal 2022 cohorts CLV is $2,840 compared to $2,044
in fiscal 2021. In addition, our fiscal 2015 cohort has increased its CLV from $1,071 in fiscal 2015 to $1,385 in fiscal 2022, a 29.3% increase in customer value since the fiscal
2015 cohorts’ first purchases with Lovesac.

Retail Sales Per Selling Square Foot

Retail sales per selling square foot is calculated by dividing the total point of sales transactions for all comparable showrooms, by the average selling square footage for the
period. Selling square footage is retail space at our showrooms used to sell our products. Selling square footage excludes backrooms at showrooms used for storage, office space
or similar matters.

Cost of Merchandise Sold

Cost of merchandise sold includes the direct cost of sold merchandise; inventory shrinkage; inventory adjustments due to obsolescence, including excess and slow-moving
inventory and lower of cost or net realizable value reserves; inbound freight; all freight costs to ship merchandise to our showrooms; design, buying and allocation costs,
warehousing and all logistics costs associated with shipping product to our customers. Certain of our competitors and other retailers may report gross profit differently than we
do, by excluding from gross profit some or all of the costs related to their distribution network and instead including them in selling, general and administrative expenses. As a
result, the reporting of our gross profit and profit margin may not be comparable to other companies.

The primary drivers of our cost of merchandise sold are raw materials costs, labor costs in the countries where we source our merchandise, and logistics costs. We expect gross
profit to increase to the extent that we successfully grow our net sales and continue to realize scale economics with our manufacturing partners. We review our inventory levels
on an ongoing basis in order to identify slow-moving merchandise and use product markdowns to efficiently sell these products. The timing and level of markdowns are driven
primarily by customer acceptance of our merchandise.

Gross Profit

Gross profit is equal to our net sales less cost of merchandise sold. Gross profit as a percentage of our net sales is referred to agross margin.

Selling, General and Administrative Expenses

Selling, general and administrative expenses include all operating costs, other than advertising and marketing expense, not included in cost of merchandise sold. These expenses

include all payroll and payroll-related expenses; showroom expenses, including occupancy costs related to showroom operations, such as rent and common area maintenance;
occupancy and expenses related to many of our operations at our headquarters, including utilities, equity based compensation, financing
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related expenses and public company expenses; and credit card transaction fees. Selling, general and administrative expenses as a percentage of net sales is usually higher in
lower volume quarters and lower in higher volume quarters because a significant portion of the costs are relatively fixed.

Our recent revenue growth has been accompanied by increased selling, general and administrative expenses. The most significant components of these increases are payroll, rent
and selling related costs. We expect these expenses, as well as rent expense associated with the opening of new showrooms, to increase as we grow our business. We expect to

leverage total selling, general and administrative expenses as a percentage of sales as sales volumes continue to grow. We expect to continue to invest in infrastructure to support
the Company’s growth. These investments will lessen the impact of expense leveraging during the period of investment with the greater impact of expense leveraging happening
after the period of investment. However, total selling, general and administrative expenses generally will leverage during the periods of investments with the most deleverage

occurring in the first three quarters of the fiscal year, and the greatest leverage occurring in the fourth quarter.

Advertising and Marketing Expense

Advertising and marketing expense include digital, social, and traditional advertising and marketing initiatives, that cover all of our business channels. We expect to continue to
maintain our advertising and marketing investments at 12% to 14% of net sales on an annual basis. The investment by quarter may vary.

Basis of Presentation and Results of Operations

The following discussion contains references to fiscal years 2022, 2021 and 2020 which represent our fiscal years ended January 30, 2022, January 31, 2021 and February 2,
2020, respectively. Our fiscal year ends on the Sunday closest to February 1. Fiscal 2022, 2021 and 2020 were all 52-week periods.

The following table sets forth, for the periods for fiscal 2022, 2021 and 2020, our consolidated statement of operations as a percentage of total revenues:

For the Fiscal Year Ended

January 30, January 31,
2022 2021 February 2, 2020

Statement of Operations Data:

Net sales 100 % 100 % 100 %
Cost of merchandise sold 45 % 46 % 50 %
Gross profit 55 % 54 % 50 %
Selling, general and administrative expenses 32 % 35 % 42 %
Advertising and marketing 13 % 13 % 13 %
Depreciation and amortization 2 % 2 % 2 %
Operating income (loss) 8 % 4 % (7 %
Interest (expense) income, net 0 % 0 % 0 %
Net income (loss) before taxes 8 % 4 % 7 %
Benefit from (provision for) income taxes 1 % 0 % 0 %
Net income (loss) 9 % 4 % (7 %

Fiscal 2022 Compared to Fiscal 2021

Net sales

Net sales increased $177.5 million, or 55.3%, to $498.2 million in fiscal 2022 as compared to $320.7 million in fiscal 2021. The increase in overall net sales was driven by our
Showroom sales, Other sales and partially offset by a slight decrease in our Internet Sales. New customers increased by 14.3% in fiscal 2022 as compared to 32.9% in fiscal
2021 driven by the successful Internet Heroes” campaign in the prior year period. We had 146 total showrooms including kiosks and mobile concierges open as of January 30,
2022 compared to 108 total showrooms as of January 31, 2021. We opened 28 additional showrooms, 8 kiosks, 2 mobile concierges, and remodeled 2 showrooms and did not
close any showrooms in fiscal 2022, as compared to opening 19 showrooms and closing 2 showrooms in fiscal 2021. There were no showroom remodels in
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fiscal 2021. Showroom sales increased $152.8 million, or 104.6%, to $299.0 million in fiscal 2022 as compared to $146.2 million in fiscal 2021, related to higher point of sales
transactions driven by limited showroom operations due to COVID-19 in the prior year period, lower promotional discounting and new showroom sales. This increase was due
in large part to our comparable showroom point of sales transaction increase of $129.6 million, or 104.1%, to $254.1 million in fiscal 2022 as compared to $124.5 million in
fiscal 2021. Point of sales transactions represent orders placed through our showrooms which does not always reflect the point at which control transfers to the customer, which
occurs upon shipment being confirmed. See Note 11 to the consolidated financial statements. We believe point of sales transactions is a more accurate way to measure
showroom performance and how our showroom associates are incentivized. Retail sales per selling square foot increased $1,067, or 63.7%, to $2,742 in fiscal 2022 as compared
to $1,675 in fiscal 2021. Total number of units sold at point of transaction increased by approximately 62.3%. The increase in comparable point of sales transactions, retail sales
per selling square foot and number of units sold in fiscal 2022 was principally driven by the limited showroom operations due to COVID-19 in the prior year period. Other
sales, which include pop-up-shop sales, shop-in-shop sales, and barter inventory transactions, increased $25.1 million, or 106.7%, to $48.6 million in fiscal 2022 as compared to
$23.5 million in fiscal 2021. This increase was principally due to hosting 2 additional online pop-up-shops on Costco.com with higher productivity compared to the prior year
period and the addition of 18 new Best Buy shop-in-shops in fiscal 2022, partially offset by sales decrease from shop-in-shop locations related to Macy's closures. Internet sales
(sales made directly to customers through our ecommerce channel) decreased $0.4 million, or 0.3%, to $150.6 million in fiscal 2022 as compared to $151.1 million in the fiscal
2021. The slight decrease in Internet sales was due primarily to the sales shift into the internet channel in fiscal 2021 as a result of the limited showroom operations due to
COVID-19 in fiscal 2021.

Gross profit

Gross profit increased $98.6 million, or 56.4%, to $273.3 million in fiscal 2022 from $174.8 million in fiscal 2021. Gross margin increased to 54.9% of net sales in fiscal 2022
from 54.5% of net sales in fiscal 2021. The increase in gross margin percentage of 40 basis points was primarily driven by an increase of 330 basis points improvement due to
lower promotional discounts and continuing vendor negotiations to assist with the mitigation of tariffs, partially offset by an increase of 290 basis points in total freight
including tariff expenses and warehousing costs. The increase in total freight including tariffs and warehousing costs over the prior year period is principally related to the
increase of 720 basis points in inbound container freight costs, partially offset by higher leverage of 430 basis points in warehousing and outbound freight costs.

Selling, general and administrative expenses

Selling, general and administrative expenses increased 45.5%, or $50.6 million, to $162.0 million for the fiscal year ended January 30, 2022 compared to $111.4 million for the
fiscal year ended January 31, 2021. The increase in selling, general and administrative expenses in fiscal 2022 was primarily related to an increase in employment costs, rent,
overhead expenses, and selling related expenses. Employment costs increased by $22.8 million driven by an increase in new hires and variable compensation. Rent increased by
$10.3 million related to $5.4 million rent expense primarily related to our net addition of 28 showrooms and $4.9 million in higher percentage rent from the increase in sales.
Overhead expenses increased $9.6 million consisting of an increase of $7.3 million in infrastructure investments, an increase of $1.3 million in equity-based compensation, an
increase of $0.6 million in travel expenses, and an increase of $0.4 million in insurance expenses. Selling related expenses increased $7.9 million due to an increase of $7.2
million in credit card fees and an increase of $0.7 million in selling agent fees which includes $2.0 million in fees to terminate an agreement with vendor partners, higher sales
volume, partially offset by new lower rates of selling related fees compared to the prior year period.

Selling, general and administrative expenses were 32.5% of net sales for fiscal year ended January 30, 2022 compared to 34.7% of net sales for fiscal year ended January 31,
2021. SG&A expense as a percent of net sales decreased 221 basis points in fiscal 2022 due to a higher leverage within infrastructure investments, rent, equity-based
compensation, insurance, and selling related expenses, partially offset by deleverage in employment costs and travel. The deleverage in certain expenses relate to the
investments we are making into the business that were put on hold in the prior year relating to COVID-19 financial resilience measures.

Adbvertising and marketing expenses

Advertising and marketing expenses increased $23.2 million, or 55.2%, to $65.1 million for the fiscal year ended January 30, 2022 compared to $41.9 million for the fiscal year
ended January 31, 2021. The increase in advertising and marketing costs relates to ongoing investments in marketing spends to support our sales growth.
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Advertising and marketing expenses were 13.1% of net sales in both fiscal year 2022 and fiscal 2021. We expect to continue to maintain our advertising and marketing
investments at 12% to 14% of net sales on an annual basis. The investment by quarter may vary.

Depreciation and amortization expenses

Depreciation and amortization expenses increased 19%, or $1.2 million to $7.9 million in fiscal 2022 compared to $6.6 million in fiscal 2021. The increase in depreciation and
amortization expense is principally related to capital investments for new and remodeled showrooms in fiscal 2022.

Interest expense

Interest expense, net was $0.2 million in fiscal 2022, principally related to the interest expense for unused line fees and amortization of deferred financing fees on the asset-
based loan. Interest expense, net in fiscal 2021 was $0.1 million, which reflects $0.1 million of interest income on cash and cash equivalents, offset by $0.2 million of interest
expense related to unused line fees, interest on borrowings and amortization of deferred financing fees on the asset-based loan for the fiscal year ended January 31, 2021.

Provision for income taxes

During fiscal 2022, the Company recorded an income tax benefit of $7.6 million compared to income tax expense of $0.1 million in fiscal 2021. During fiscal 2022 the
company recognized a reversal of the valuation allowance on deferred tax assets of $16.4 million offset by recognition of deferred tax expense of $9.8 million.

Repeat customers

Repeat customers accounted for approximately 41.6% of all transactions in fiscal 2022 compared to 37.5% in fiscal 2021. We expect new transactions to continue to become a
larger portion of our transaction mix as we spend on acquisition.

Quarterly Results

Our business is seasonal and we have historically realized a higher portion of our net sales and net income in the fourth fiscal quarter due primarily to the holiday selling season.
Working capital requirements are typically higher in the third fiscal quarter due to inventory built-up in advance of the holiday selling season. During these peak periods we
have historically increased our borrowings under our line of credit. As such, results of a period shorter than a full year may not be indicative of results expected for the entire
year, and the seasonal nature of our business may affect comparisons between periods.

For a comparison of Fiscal 2021 to Fiscal 2020 please refer to Item 7 within the Company's Annual Report on Form 10-K for the fiscal year ended January 31, 2021 filed with
the Securities and Exchange Commission on April 14, 2021.

Liquidity and Capital Resources
General

Our business relies on cash flows from operations, our revolving line of credit (see “Revolving Line of Credit” below) and securities issuances as our primary sources of
liquidity. Our primary cash needs are for marketing and advertising, inventory, payroll, showroom rent, capital expenditures associated with opening new showrooms and
updating existing showrooms, as well as infrastructure and information technology. The most significant components of our working capital are cash and cash equivalents,
inventory, accounts receivable, accounts payable and other current liabilities and customer deposits. Borrowings generally increase in our third fiscal quarter as we prepare for
the holiday selling season, which is in our fourth fiscal quarter. We believe that cash expected to be generated from operations, the availability under our revolving line of credit
and our existing cash balances are sufficient to meet working capital requirements and anticipated capital expenditures for at least the next 12 months.
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Cash Flow Analysis

A summary of operating, investing, and financing activities during the periods indicated are shown in the following table:

in thousands Fiscal Year Ended
January 30, January 31, February 2,
2022 2021 2020

Provided by (used in) operating activities $ 34,018 $ 40,521 $ (11,194)
Used in investing activities (16,488) (9,052) (10,651)
(Used in) provided by financing activities (3,479) (1,667) 21,313
Increase (decrease) in cash and cash equivalents 14,051 29,802 (532)
Cash and cash equivalents at end of period 92,392 78,341 48,539

Net Cash Provided by (Used in) Operating Activities

Cash from operating activities consists primarily of net income (loss) adjusted for certain non-cash items, including depreciation, amortization, loss (gain) on disposal of
property and equipment, impairment of property and equipment, equity based compensation, deferred rent, and non-cash interest expense and the effect of changes in working
capital and other activities.

In fiscal 2022, net cash provided by operating activities was $34.0 million and consisted of changes in operating assets and liabilities of $31.2 million, a net income of $45.9
million, and non-cash items of $19.9 million. Working capital and other activities consisted primarily of increases in inventory of $56.8 million, trade accounts receivable of
$4.0 million, customer deposits of $7.3 million, accounts payable and accrued expenses of $39.2 million, and prepaid expenses and other current assets of $2.5 million, partially
offset by a decrease in operating lease liabilities of $14.4 million.

In fiscal 2021, net cash provided by operating activities was $40.5 million and consisted of changes in operating assets and liabilities of $10.5 million, a net income of $14.7
million, and non-cash items of $15.3 million. Working capital and other activities consisted primarily of increases in inventory of $14.0 million and prepaid expenses and other

current assets of $2.1 million, partially offset by a decrease in accounts receivable of $2.7 million and increases in accrued liabilities and accounts payable of $19.6 million, and
customer deposits of $4.3 million.

In fiscal 2020, net cash used in operating activities was $11.2 million and consisted of changes in operating assets and liabilities of $7.8 million, a net loss of $15.2 million, and
non-cash items of $11.8 million. Working capital and other activities consisted primarily of increases in inventory of $10.2 million, accounts receivable of $3.2 million, and
prepaid expenses of $2.2 million, partially offset by increases in accrued liabilities and accounts payable of $7.2 million, and other current liabilities of $0.6 million.

Net Cash Used In Investing Activities

Investing activities consist primarily of investments related to capital expenditures for new showroom openings, the remodeling of existing showrooms, and the acquisition of
intangible assets .

For fiscal 2022, capital expenditures were $16.5 million as a result of investments in new and remodeled showrooms and intangibles.
For fiscal 2021, capital expenditures were $9.1 million as a result of investments in new and remodeled showrooms and intangibles.

For fiscal 2020, capital expenditures were $10.7 million as a result of investments in new and remodeled showrooms and intangibles which included $0.3 million in proceeds
from the disposal of property and equipment.

Net Cash (Used in) Provided By Financing Activities
Financing activities consist primarily of taxes paid for the net settlement of equity awards.

For fiscal 2022, net cash used in financing activities was $3.5 million primarily due to taxes paid for net share settlement of equity awards of $3.6 million offset by proceeds
from the exercise of warrants of $0.1 million .
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For fiscal 2021, net cash used in financing activities was $1.7 million which is mainly attributable taxes paid for net share settlement of equity awards.

For fiscal 2020, net cash provided by financing activities was $21.3 million, primarily due to $25.6 million of net proceeds from a primary share offering net of $4.3 million of
taxes paid for net share settlement of equity awards.

Revolving Line of Credit

On March 25, 2022, we amended our existing credit agreement providing for an asset-based revolving credit facility with the lenders party thereto, and Wells Fargo Bank,
National Association, as administrative agent. The maturity date of our credit agreement was extended to March 25, 2024 and, among other things, the maximum revolver
commitment was increased from $25.0 million to $40.0 million, subject to borrowing base and availability restrictions. Our credit agreement includes a $1,000,000 sublimit for
the issuance of letters of credit and a $4,000,000 sublimit for swing line loans. There were no outstanding borrowings under our credit facility as of January 30, 2022 and March
30, 2022.

We are required to pay a commitment fee of 0.30% based on the daily unused portion of the credit facility. Amounts outstanding under the credit facility, at our option, bear
interest at either a base rate or a term SOFR based rate, plus, in either case, a margin determined by reference to our quarterly average excess availability under the credit
facility and ranging from 0.50% to 0.75% for borrowings accruing interest at base rate and from 1.625% to 1.850% for borrowings accruing interest at term SOFR. Swing line
loans will at all times accrue interest at a base rate plus the applicable margin. The lower margins described above will apply initially and will adjust thereafter from time to time
based on the quarterly average excess availability under the credit facility. For additional information regarding our line of credit with Wells, see Note 10 to our consolidated
financial statements.

Severance Contingency

We have employment agreements with our senior level executives. These agreements have severance provisions, ranging from 12 to 18 months of salary, in the event those
associates are terminated without cause or resign for good reason. The total amount of exposure to us under these agreements was $5.5 million at January 30, 2022 if all
executives with employment agreements were terminated without cause or resign for good reason and the full amount of severance was payable.

Contractual Obligations

We generally enter into long-term contractual obligations and commitments in the normal course of business, primarily debt obligations and non-cancelable operating leases.
As of January 30, 2022, our contractual cash obligations over the next several periods were as follows:

Payments due by period

1-3 3-5 More than
Total Less than 1 year years Years 5 years
Employment agreements $ 5543 § 5,543 § — 3 — $ —
Operating leases 130,962 20,493 38,776 31,364 40,329
Total $ 136,505 $ 26,036 $ 38,776  $ 31,364 $ 40,329

Critical Accounting Policies and Estimates

The management's discussion and analysis of financial condition and results of operations is based upon our consolidated financial statements, which have been prepared in
conformity with GAAP. Certain accounting policies and estimates are particularly important to the understanding of our financial position and results of operations and require
the application of significant judgment by our management or can be materially affected by changes from period to period in economic factors or conditions that are outside of
our control. As a result, they are subject to an inherent degree of uncertainty. In applying these policies, management uses their judgment to determine the appropriate
assumptions to be used in the determination of certain estimates. Those estimates are based on our historical operations, our future business plans and projected financial
results, the terms of existing contracts, observance of trends in the industry, information provided by our customers and information available from other outside sources, as
appropriate. Please see Note 1 to our audited consolidated financial statements included in this Annual Report on Form 10-K for a complete description of our
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significant accounting policies. There have been no material changes to the significant accounting policies during fiscal 2022.
Revenue Recognition

Our revenue consists substantially of product sales. We report product sales net of discounts and recognize them at the point in time when control transfers to the customer,
which occurs when shipment is confirmed.

Estimated refunds for returns and allowances are recorded using our historical return patterns, adjusting for any changes in returns policies. We record estimated refunds for net
sales returns on a monthly basis as a reduction of net sales and cost of sales on the statement of operations and an increase in inventory and customers returns liability on the
balance sheet.

In some cases, deposits are received before we transfer control, resulting in contract liabilities. These contract’s liabilities are reported as deposits on the Company’s balance
sheet.

Upon adoption of ASC 606, we have elected the following accounting policies and practical expedients:

We recognize shipping and handling expense as fulfillment activities (rather than as a promised good or service) when the activities are performed even if those activities are
performed after the control of the good has been transferred. Accordingly, we record the expenses for shipping and handling activities at the same time we recognize revenue.

We exclude from the measurement of the transaction price all taxes imposed on and concurrent with a specific revenue- producing transaction and collected by the entity from a
customer, including sales, use, excise, value-added, and franchise taxes (collectively referred to as sales taxes).

We do not adjust revenue for the effects of any financing components if the contract has a duration of one year or less, as we receive payment from the customer within one year
from when we transferred control of the related goods.

We offer our products through an inventory lean omni-channel platform that provides a seamless and meaningful experience to its customers in showrooms and through the
internet. The other channel predominantly represents sales through the use of pop-up-shops that typically average ten days at a time and are staffed with associates trained to
demonstrate and sell our product.

Impairment of Long-Lived Assets

Our long-lived assets consist of property and equipment and right of use assets from leases. Property and equipment includes leasehold improvements, and other intangible
assets. Long-lived assets are reviewed for potential impairment at such time that events or changes in circumstances indicate that the carrying amount of an asset might not be
recovered. We evaluate for impairment at the individual showroom level, which is the lowest level at which individual cash flows can be identified. When evaluating long-lived
assets for potential impairment, we will first compare the carrying amount of the assets to the future undiscounted cash flows for the respective long-lived asset. If the estimated
future cash flows are less than the carrying amounts of the assets, an impairment loss calculation is prepared. An impairment loss is measured based upon the excess of the
carrying value of the asset over its estimated fair value which is generally based on an estimated future discounted cash flow. If required, an impairment loss is recorded for that
portion of the asset’s carrying value in excess of fair value.

In fiscal 2022, werecognized impairment charges totaling $0.6 million associated with showroom-level right of use lease assets. During fiscal 2021, we recorded impairment
charges of $0.2 million, associated with the assets of an underperforming retail location. The impairments in fiscal 2022 and fiscal were 2021 calculated using a discounted cash
flow model and were recorded in selling, general and administrative in our Consolidated Statements of Operations.

Merchandise Inventories
Merchandise inventories are comprised of finished goods which are carried at the lower of cost or net realizable value and capitalized freight and warehousing costs. Cost is
determined on a weighted-average method basis. Merchandise inventories consist primarily of foam filled furniture, sectional couches, and related accessories. We adjust our

inventory for obsolescence based on historical trends, aging reports, specific identification and its estimates of future retail sales prices. In addition, we include capitalized
freight and warehousing costs in inventory related to the finished goods in inventory.
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Operating Leases

The Company determines if a long-term contractual obligation is a lease at inception. The majority of our operating leases relate to company showrooms. We also lease our
corporate facilities. These operating leases expire at various dates through fiscal 2032. Showroom leases may include options that allow us to extend the lease term beyond the
initial base period, subject to terms agreed upon at lease inception. Some leases also include early termination options, which can be exercised under specific conditions. Our
lease agreements do not contain any material residual value guarantees or material restrictive covenants.

The Company records lease liabilities at the present value of the lease payments not yet paid, discounted at the rate of interest that the Company would have to pay to borrow on
a collateralized basis over a similar term. As the Company's leases do not provide an implicit interest rate, the Company uses an incremental borrowing rate based on the
information available at commencement date in determining the present value of lease payments.

We recognize operating lease cost over the estimated term of the lease, which includes options to extend lease terms that are reasonably certain of being exercised, starting when
possession of the property is taken from the landlord, which normally includes a construction period prior to the showroom opening. When a lease contains a predetermined
fixed escalation of the fixed rent, we recognize the related operating lease cost on a straight-line basis over the lease term. In addition, certain of our lease agreements include
variable lease payments, such as payments based on a percentage of sales that are in excess of a predetermined level and/or increases based on a change in the consumer price
index or fair market value. These variable lease payments are excluded from minimum lease payments and are included in the determination of net lease cost when it is probable
that the expense has been incurred and the amount can be reasonably estimated. If an operating lease asset is impaired, the remaining operating lease asset will be amortized on
a straight-line basis over the remaining lease term.

Equity-based Compensation

We account for equity-based compensation for associates and directors by recognizing the fair value of equity-based compensation as an expense in the calculation of net
income, based on the grant-date fair value. We recognize equity-based compensation expense in the periods in which the associate or director is required to provide service,
which is generally over the vesting period of the individual equity instruments. The fair value of the equity-based awards is determined using the Black-Scholes option pricing
model or the stock price on the date of grant.

Recent Accounting Pronouncements

Except as described below, we have considered all other recently issued accounting pronouncements and does not believe the adoption of such pronouncements will have a
material impact on its financial statements.

In February 2016, FASB issued ASU No. 2016-02, Leases (Topic 842) amending lease guidance to increase transparency and comparability among organizations by
recognizing lease assets and lease liabilities on the balance sheet and disclosing key information about leasing arrangements. ASU No. 2020-05 extended the effective date to
fiscal years beginning after December 15, 2021, and interim periods within fiscal years beginning after December 15, 2022, with early adoption permitted. We adopted the
guidance in fiscal 2022 and there was not a material effect on the Company’s consolidated results of operations.

Adoption of this standard resulted in the recognition of operating lease right-to-use (“ROU”) assets and corresponding lease liabilities of approximately $90 million and $97
million, respectively, and reclassification of deferred rent of $6.7 million as a reduction of the right-of-use assets on the consolidated balance sheet as of January 30, 2022. The
new standard also provides practical expedients for an entity’s ongoing accounting. The Company elected the short-term lease recognition exemption for all leases that qualify.
This means, for those leases that qualify, we will not recognize ROU assets or lease liabilities, and this includes not recognizing ROU assets or lease liabilities for existing
short-term leases of those assets in transition. We also elected the practical expedient to not separate lease and non-lease components for all of our leases.
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In June 2018, the FASB issued ASU 2018-07, Improvements to Nonemployee Share-Based Payment Accounting (Topic 718). ASU 2018-07 eliminates the separate accounting
model for nonemployee share-based payment awards and generally requires companies to account for share-based payment transactions with nonemployees in the same way as
share-based payment transactions with employees. The accounting remains different for attribution, which represents how the equity-based payment cost is recognized over the
vesting period, and a contractual term election for valuing nonemployee equity share options. ASU 2018-07 is effective for fiscal years beginning after December 15, 2019, and
interim periods within fiscal years beginning after December 15, 2020. We adopted the guidance in fiscal 2022 and there was not a material effect on the Company’s
consolidated results of operations.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.
In the normal course of business, we are exposed to a variety of risks, including fluctuations in interest rates that could affect our financial position and results of operations.

Debt

Interest rate risk exists primarily through our borrowing activities. We use U.S. dollar denominated borrowings to fund our working capital and investment needs. It is
anticipated that the fair market value of any future debt under the line of credit will continue to be immaterially affected by fluctuations in interest rates and we do not believe
that the value of such debt would be significantly impacted by current market events. Under the line of credit, the Company may elect that revolving loans bear interest at a rate
per annum equal to the base rate plus the applicable margin or the LIBOR rate plus the applicable margin. The applicable margin is based on tier’s relating to the quarterly
average excess availability. The tiers range from 2.00% to 2.25%. We currently do not engage in any interest rate hedging activity and we have no intention of doing so in the
foreseeable future. A hypothetical 100 basis point change (up or down) in the one-month LIBOR rate would not have a material effect on our consolidated results of operations.

LIBOR Transition

Borrowings under our revolving line of credit have an interest rate tied to LIBOR, which is the subject of recent national, international, and other regulatory guidance and
proposals for reform. These reforms and other pressure may cause LIBOR to disappear entirely or to perform differently than in the past. It is expected that certain banks will
stop reporting information used to set LIBOR at the end of 2021 when their reporting obligations cease. This will effectively end the usefulness of LIBOR and end its
publication. If LIBOR is no longer available, or otherwise at our option, we will pursue alternative interest rate calculations in our Credit Agreement, including the use of the
Secured Overnight Financing Rate (SOFR). A number of other alternatives to LIBOR have been proposed or are being developed, but it is not clear which, if any, will be
adopted. Any of these alternative methods may result in interest payments that are higher than expected or that do not otherwise correlate over time with the payments that
would have been made on such indebtedness for the interest periods if the applicable LIBOR rate was available in its current form.

Item 8. Financial Statements and Supplementary Data.

The Company’s financial statements are contained in the pages beginning on F-1, which appear at the end of this Annual Report on Form 10-K.
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer (our principal executive officer) and Chief Financial Officer (principal financial officer), has evaluated
the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of the period covered by this
Annual Report. Our Chief Executive Officer and Chief Financial Officer have concluded, based on their evaluation, that our disclosure controls and procedures were not
effective as of January 30, 2022 due to a material weakness related to information technology general controls, as discussed below in Management's Annual Report on Internal
Control over Financial Reporting.
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Management's Annual Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined in Rule 13a-15(f) and 15d-15(f) under the
Exchange Act. The Company’s internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles in the United States of America. The Company’s internal
control over financial reporting includes those policies and procedures that: (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles in the United States of America, and that receipts and expenditures of the Company are being made only
in accordance with authorizations of management and directors of the Company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of the Company’s assets that could have a material effect on the financial statements.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of January 30, 2022. In making this assessment, management used the
criteria set forth in 2013 by the Committee of Sponsoring Organizations of the Tread way Commission (COSO) in “Internal Control-Integrated Framework.” Based on
management’s assessment using the COSO criteria, due to the material weaknesses described below, management has concluded that the Company’s internal control over
financial reporting was not effective as of January 30, 2022.

Marcum LLP, the Company’s independent registered public accounting firm, is appointed by the Company’s Board of Directors and ratified by the Company’s stockholders.
They were engaged to render an opinion regarding the fair presentation of the Company’s consolidated financial statements as well as conducting an audit of internal control
over financial reporting. Their reports included in Item 8 of this Form 10-K are based upon audits conducted in accordance with the standards of the Public Company
Accounting Oversight Board (United States).

Material Weaknesses

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material
misstatement of the Company’s annual or interim financial statements will not be prevented or detected on a timely basis. Our management concluded that a material weakness
existed as of January 30, 2022 relating to ineffective information technology general controls in the areas of user access and segregation of duties related to certain information
technology systems that support our financial reporting process.

Notwithstanding the material weakness described above, our management has concluded that our consolidated financial statements for the periods covered by and included in
this Annual Report on Form 10-K are prepared in accordance with accounting principles generally accepted in the United States (“GAAP”) and fairly present, in all material
respects, our financial position, results of operations and cash flows for each of the periods presented herein.

Remediation of Material Weaknesses

Our management, under the oversight of our Audit Committee and in consultation with outside advisors, has begun evaluating and implementing measures designed to ensure
that the control deficiencies contributing to the material weakness are remediated. These remediation measures include, but are not limited to: (i) evaluating and implementing
enhanced process controls around user access management to key information systems which may impact our financial reporting; (ii) expanding the management and
governance over user access and system controls and (iii) enhancing our information technology compliance and accounting functions with additional experienced hires
including a new Chief Information Officer.

We believe the above actions will be effective in remediating the material weakness described above and we will continue to devote time and attention to these remedial efforts.
However, as we continue to evaluate and take actions to improve our internal control over financial reporting, we may take additional actions to address control deficiencies or
modify certain of the remediation measures described above. Our remediation efforts will not be considered complete until the applicable controls operate for a sufficient period
of time and our management has concluded, through testing, that these controls are operating effectively.

Our independent registered public accounting firm, Marcum LLP, has issued an adverse attestation report on the effectiveness of our internal control over financial reporting as
of January 30, 2022, as stated in their report which is included in the Financial Statements of this Annual Report on Form 10-K. Marcum LLP has also audited our consolidated
financial statements at January 30, 2022 and January 31, 2021, and for each of the three years in the period ended January 30, 2022, and its report dated March 30, 2022,
expressed an unqualified opinion on our consolidated financial statements.
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Changes in our Internal Control over Financial Reporting

Other than as described above, there were no changes in our internal control over financial reporting that occurred during the quarter ended January 30, 2022 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Limitations on the Effectiveness of Controls

Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that the Company’s disclosure controls and procedures or the Company’s
internal controls over financial reporting will prevent all errors and all fraud. A control system, no matter how well conceived and operated, can provide only reasonable, not
absolute, assurance that the objectives of the control system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the
benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance
that all control issues and instances of fraud, if any, within the Company have been detected.

Item 9B. Other Information.

On March 25, 2022, we amended our existing credit agreement providing for an asset-based revolving credit facility with the lenders party thereto, and Wells Fargo Bank,
National Association, as administrative agent. The maturity date of our credit agreement was extended to February 6, 2024, and among other things, the maximum revolver
commitment was increased from $25.0 million to $40.0 million, subject to borrowing base and availability restrictions. Our credit agreement includes a $1,000,000 sublimit for
the issuance of letters of credit and a $4,000,000 sublimit for swing line loans. There were no outstanding borrowings under our credit facility as of March 30, 2022.

The credit facility is secured by a first lien on substantially all of our assets. No other subsidiary of the Company guaranteed the obligations under the credit facility or granted
security interests in their assets to secure such obligations.

Availability under the credit facility is based on eligible accounts receivable and inventory. Our credit facility contains a financial covenant that requires us to maintain undrawn
availability under the credit facility of at least 10% of the lesser of (i) the aggregate commitments in the amount of $40.0 million and (ii) the amounts available under the credit
facility based on eligible accounts receivable and inventory.

We are required to pay a commitment fee of 0.30% based on the daily unused portion of the credit facility. Amounts outstanding under the credit facility, at our option, bear
interest at either a base rate or a term SOFR based rate, plus, in either case, a margin determined by reference to our quarterly average excess availability under the credit
facility and ranging from 0.50% to 0.75% for borrowings accruing interest at a base rate and from 1.625% to 1.850% for borrowings accruing interest at term SOFR. Swing line
loans will at all times accrue interest at a base rate plus the applicable margin. The lower margins described above will apply initially and will adjust thereafter from time to time
based on the quarterly average excess availability under the credit facility.
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Item 10. Directors, Executive Officers and Corporate Governance.

PART III.

The following is a list of the names, ages and backgrounds of our current executive officers:

Name

Age

Present Position

Business Experience

Shawn Nelson

Mary Fox

45

49

Chief Executive Officer and Director

President and Chief Operating Officer

Shawn Nelson founded Lovesac in 1998 and is currently serving as Chief Executive Officer of the
Company and as a member of the Board of Directors. Mr. Nelson is the lead designer of the
Company's patented products and leads sourcing, creative, design, public relations, investor relations
and culture. In 2005, Mr. Nelson won Richard Branson's "The Rebel Billionaire" on Fox and
continues to participate in ongoing TV appearances. Mr. Nelson has a Master's Degree in Strategic
Design and Management and is a former graduate-level instructor at Parsons, The New School for
Design in New York City. Mr. Nelson is also fluent in Mandarin.

Mary Fox is the President and Chief Operating Officer of Lovesac since November 2021.
Previously, she served as General Manager for North America Consumer Products at BIC from 2018
to November 2021. Prior to joining BIC, she spent six years at L’Oréal in various roles within
Ecommerce, New Business Development, and Business Transformation in the United States. Before
L’Oréal, Ms. Fox held several senior leadership positions at Walmart in both the United States and
International divisions. During her time as SVP Global Sourcing at Walmart, Ms. Fox co-founded
the Sustainable Apparel Coalition in 2009 with Patagonia, which is now the leading global apparel,
footwear, and textile coalition focused on sustainable production. Since 2021, Ms. Fox has also
served as a director of AF Acquisition Corp., a special purpose acquisition company targeting the
better-for-you food and beverage, health and wellness, beauty, personal care and pet industries. She
also served on the Board of Directors of The Lovesac Company from February 2020 to November
2021. Ms. Fox graduated from Coventry University in the United Kingdom and holds a degree in
manufacturing engineering and business studies.
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Jack Krause 59 Chief Strategy Officer, Director

Donna Dellomo 57 Executive Vice President and Chief
Financial Officer, Treasurer and
Secretary of the Company

Jack Krause is the Chief Strategy Officer of The Lovesac Company and a member of the Board of
Directors. Previously, he served as President and Chief Operating Officer of Lovesac from 2015

until November 2021. Prior to Lovesac, Mr. Krause served as President of Vitamin World, a division
of NBTY. He also served as Senior Vice-President of Watch Station Global Retail and Skagen from

2011 to 2013. Mr. Krause also held the position of General Manager of Sunglass Hut North America
from 2008 to 2010 along with other executive positions at Luxottica. Mr. Krause worked for 11 years
at Bath and Body Works in roles of increasing responsibility leading to Senior Vice-President of
Brand Development from 2004 to 2006. Prior to that he spent 10 years in brand management at
Jergens and Marion Consumer Products. Mr. Krause has a Bachelor of Science in Business
Administration from Miami University.

Donna Dellomo is Executive Vice President, Chief Financial Officer, Treasurer and Secretary of The
Lovesac Company. Prior to joining The Lovesac Company, Ms. Dellomo was Vice-President and
Chief Financial Officer of Perfumania Holdings, a $540 million publicly traded company with over
290 retail locations, owned and licensed brands and a wholesale distribution network from January
1998 to January 2017. She also held progressive positions from October 1988 to December 1997 as
Internal Audit Manager, Accounting Manager and Corporate Controller at Cybex International, Inc.,
a $125 million publicly traded company that manufactured and distributed fitness, rehabilitative and
health care equipment. Ms. Dellomo is a Certified Public Accountant with initial focus on audit and
tax and is also a Member of the Board of Trustees of Molloy College and Chair of their Fiscal
Affairs Committee.

We will file with the SEC a definitive proxy statement (the “2022 Proxy Statement”) pursuant to Regulation 14A for our 2022 annual meeting of stockholders within 120 days
of the fiscal year ended January 30, 2022. The additional information required by this Item will appear in the 2022 Proxy Statement and is incorporated by reference herein.

Our board of directors has adopted a Code of Business Conduct and Ethics applicable to all officers, directors and associates, which is available on our website
(https://investor.lovesac.com) under "Governance." We intend to satisfy the disclosure requirement under Item 5.05 of Form 8-K regarding amendment to, or waiver from, a
provision of our Code of Conduct by posting such information on the website address and location specified above.

Item 11. Executive Compensation.

The information required by this Item will appear in the 2022 Proxy Statement and is incorporated by reference herein.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

Securities Authorized for Issuance under Equity Compensation Plans

The following table provides information as of January 30, 2022, about the securities which are either already issued, or authorized for future issuance, under our Amended and

Restated 2017 Equity Incentive Plan (the “2017 Equity Plan”).
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(a) (b) ©
Number of Securities
Remaining Available for
Number of Securities to Weighted- Average Future Issuance Under

be Issued Upon Exercise Price of Equity Compensation
Exercise of Outstanding Outstanding Plans (Excluding
Options, Warrants and  Options, Warrants Securities Reflected in
Plan Category Rights and Rights() Column (a))
Equity compensation plans approved by shareholders®®) 1,058,876 $ 38.10 371,943
Equity compensation plans not approved by shareholders — — —
Total 1,058,876 $ 38.10 371,943

(1) The weighted average exercise price is calculated based solely on outstanding stock options. It does not take into account the shares of our common stock underlying
restricted stock units or performance units, which have no exercise price.

(2) Calculations based on 2017 Equity Plan.
(3) Awards of equity are made pursuant to our 2017 Equity Plan which was approved by our Board of Directors and our stockholders on August 26, 2017. In fiscal 2019, the
2017 Equity Plan was amended to increase the shares of our common stock authorized and reserved for issuance to 615,066 shares. In fiscal 2020, the 2017 Equity Plan was

amended and restated to, among other things, increase the shares of our common stock authorized and reserved for issuance to 1,414,889 shares. In fiscal 2021, the 2017
Equity Plan was amended and restated to increase the shares of our common stock authorized and reserved for issuance by 690,000 shares.

The remaining information required by this Item will appear in the 2022 Proxy Statement and is incorporated by reference herein.
Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required by this Item will appear in the 2022 Proxy Statement and is incorporated by reference herein.

Item 14. Principal Accounting Fees and Services.

The information required by this Item will appear in the 2022 Proxy Statement and is incorporated by reference herein.
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PART IV.
Item 15. Exhibits, Financial Statement Schedules.
(a) The following documents are filed as part of this report:

1. Financial Statements (see Part II, Item 8 — Consolidated Financial Statements and Supplementary Data)

Reports of Independent Registered Public Accounting Firm (PCAOB ID 688) F-3
Consolidated Balance Sheets — As of January 30. 2022 and January 31. 2021 F-7
Consolidated Statements of Operations — Years Ended January 30. 2022, January 31, 2021 and February 2. 2020 F-8
Consolidated Statements of Changes in Stockholders’ Equity - Years Ended January 3. 2022, January 31. 2021 and February 2. 2020 F-9
Consolidated Statements of Cash Flows - Years Ended January 30. 2022. January 31, 2021 and February 2. 2020 F-10
Consolidated Notes to Financial Statements F-11

2. Financial Statement Schedules

Schedules have been omitted because they are not required or are not applicable or because the information required to be set forth therein either is not material or is
included in the financial statements or notes thereto.

3. Exhibits
See the Exhibit Index.
Item 16. Form 10-K Summary.

Optional disclosure not included in this Annual Report on Form 10-K.
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EXHIBIT INDEX

Incorporated by
Exhibit Filed / Incorporated by = Reference from Exhibit
Number Description of Exhibit Reference from Form ** Number Dated Filed

2.1 Assignment and Assumption Agreement S-1 2.1 4/20/2018
3.1 Amended and Restated Certificate of Incorporation 8-K 33 6/7/2021

32 Amended and Restated Bylaws S-1/A 32 6/8/2018

4.1 Form of Amended and Restated Series A Warrant Agreement S-1/A 4.2 5/23/2018
42 Form of Amended and Restated Series A-1 Warrant Agreement S-1/A 43 5/23/2018
4.3 Form of Amended and Restated Series A-2 Warrant Agreement S-1/A 4.4 5/23/2018
4.4 Form of Representative’s Warrant S-1/A 4.4 6/25/2018

4.5 Description of the Company’s securities registered pursuant to Section Filed herewith.
12 of the Exchange Act of 1934

10.1F Wells Fargo Credit Agreement S-1 10.1 4/20/2018

10.2F Amendment No. 6 to Credit Agreement between The Lovesac Company Filed herewith.
and Wells Fargo Bank, N.A.

10.3+ 2017 Amended and Restated Equity Incentive Plan S-8 4.1 9/11/2020

10.4+ Form of Restricted Stock Units Agreement S-1/A 10.3 5/23/2018

10.5 Amended and Restated Registration Rights Agreement S-1 10.5 4/20/2018

10.6+ Employment Agreement dated October 26, 2017, by and between The S-1 10.6 4/20/2018
Lovesac Company and Shawn Nelson

10.7+ Employment Agreement dated October 26, 2017, by and between The S-1 10.7 4/20/2018
Lovesac Company and Jack Krause

10.8+ Employment Agreement dated October 26, 2017, by and between The S-1 10.8 4/20/2018
Lovesac Company and Donna Dellomo

10.9+ First Amendment to Employment Agreement dated October 2, 2019. by 10-K 10.8 4/14/2021
and between The Lovesac Company and Shawn Nelson

10.10+ First Amendment to Employment Agreement dated October 2. 2019, by 10-K 10.9 4/14/2021
and between The Lovesac Company and Jack Krause

10.11+ First Amendment to Employment Agreement dated October 2, 2019. by 10-K 10.1 4/14/2021
and between The Lovesac Company and Donna Dellomo

10.12+ Second Amendment to Employment Agreement dated November 9, 8-K 10.2 11/12/2021
2021, by and between The Lovesac Company and Jack A. Krause

10.13+ Employment Agreement between The Lovesac Company and Mary 8-K 10.1 11/12/2021
Fox. dated September 30, 2021

10.14+ Second Amendment to Employment Agreement dated March 24, 2022, Filed herewith.
by and between The Lovesac Company and Shawn Nelson

10.15+ Second Amendment to Employment Agreement dated March 24, 2022 Filed herewith.
by and between The Lovesac Company and Donna Dellomo

10.16+ Offer Letter between The Lovesac Company and Mary Fox. dated 8-K 10.3 11/12/2021
September 30, 2021
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http://www.sec.gov/Archives/edgar/data/0001701758/000121390018004741/fs12018ex2-1_thelovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390021031240/ea142262ex3-1_thelovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018007436/fs12018a2ex3-2_lovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018006772/fs12018a1ex4-2_lovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018006772/fs12018a1ex4-3_lovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018006772/fs12018a1ex4-4_lovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018006772/fs12018a1ex4-4_lovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018006772/fs12018a1ex4-4_lovesac.htm
http://www.sec.gov/Archives/edgar/data/1701758/000121390018008122/fs12018a4ex4-4_lovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018004741/fs12018ex10-1_thelovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390020026271/ea126747ex4-1_thelovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018006772/fs12018a1ex10-3_lovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018004741/fs12018ex10-5_thelovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018004741/fs12018ex10-6_thelovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018004741/fs12018ex10-7_thelovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390018004741/fs12018ex10-8_thelovesac.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390021021548/f10k2021ex10-8_thelove.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390021021548/f10k2021ex10-9_thelove.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390021021548/f10k2021ex10-10_thelove.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000162828021022961/secondamendmenttoexecutive.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000162828021022961/employmentagreement-execut.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000162828021022961/offerletter-newexecutiveof.htm
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Incorporated by
Exhibit Filed / Incorporated by  Reference from Exhibit
Number Description of Exhibit Reference from Form ** Number Dated Filed
10.17+ Mary Fox Resignation Letter from Board of Directors, dated November 8-K 10.4 11/12/2021
9.2021
10.18+ Form of Stock Option Award Agreement 10-K 10.11 4/14/2021
10.19+ The Lovesac Company Annual Incentive Compensation Plan 10-Q 10.1 12/9/2021
10.20+ The Lovesac Company Director Compensation Policy 10-Q 10.2 12/9/2021
21.1 List of Subsidiaries 10-K 21.1 4/14/2021
23.1 Consent of Marcum LLP Filed herewith.
31.1 Certification of the Chief Executive Officer pursuant to Section 302 of Filed herewith.
the Sarbanes-Oxley Act of 2002, as amended
31.2 Certification of the Chief Financial Officer pursuant to Section 302 of Filed herewith.
the Sarbanes-Oxley Act of 2002, as amended
32.1* Certification of the Chief Executive Officer pursuant to Section 906 of Filed herewith.
the Sarbanes-Oxley Act of 2002, as amended
32.2% Certification of the Chief Financial Officer pursuant to Section 906 of Filed herewith.
the Sarbanes-Oxley Act of 2002, as amended
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema Document
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF XBRL Taxonomy Extension Definition Linkbase Document
101.LAB XBRL Taxonomy Extension Label Linkbase Document
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

+ Indicates a management contract or compensatory plan.

T Certain schedules and exhibits have been omitted pursuant to Item 601(a)(5) of Regulation S-K. The Company agrees to furnish supplementally a copy of any omitted
schedule or exhibit to the SEC upon its request.

* This certification is deemed not filed for purposes of section 18 of the Securities Exchange Act of 1934, as amended (Exchange Act), or otherwise subject to the liability of
that section, nor shall it be deemed incorporated by reference into any filing under the Securities Act of 1933, as amended or the Exchange Act.
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http://www.sec.gov/Archives/edgar/data/0001701758/000162828021024765/directorcompensationpolicy.htm
http://www.sec.gov/Archives/edgar/data/0001701758/000121390021021548/f10k2021ex21-1_thelove.htm
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), the registrant has duly caused this Report to be signed on its behalf by
the undersigned, thereunto duly authorized on March 30, 2022.

THE LOVESAC COMPANY

By: /s/ Shawn Nelson
Shawn Nelson
Chief Executive Officer
(Principal Executive Officer)
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POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Shawn Nelson and Donna Dellomo, and each of
them, as his or her true and lawful attorneys-in-fact and agents, with full power of substitution and resubstitution, for him or her and in his or her name, place and stead, in any
and all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each and
every act and thing requisite and necessary to be done in connection therewith, as fully to all intents and purposes as he or she might or could do in person, hereby ratifying and
confirming that all said attorneys-in-fact and agents, or any of them or their or his or her substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Exchange Act, this Report has been signed below by the following persons on behalf of the Registrant and in the capacities and on the dates
indicated.

/s/ Shawn Nelson March 30, 2022

Shawn Nelson
Chief Executive Officer and Director
(Principal Executive Officer)

/s/ Donna Dellomo March 30, 2022

Donna Dellomo

Executive Vice President and
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

/s/ Andrew Heyer March 30, 2022
Andrew Heyer

Chairman and Director

/s/ Walter McLallen March 30, 2022
Walter McLallen
Director

/s/ Sharon M. Leite March 30, 2022
Sharon M. Leite
Director

/s/ Shirley Romig March 30, 2022
Shirley Romig

Director

/s/ John Grafer March 30, 2022
John Grafer
Director

/s/ Jack Krause March 30, 2022
Jack Krause
Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of
The Lovesac Company

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of The Lovesac Company (the “Company”) as of January 30, 2022 and January 31, 2021, the related
consolidated statements of operations, changes in stockholders’ equity and cash flows for each of the three years in the period ended January 30, 2022, and the related notes
(collectively referred to as the “financial statements™). In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of
January 30, 2022 and January 31, 2021, and the results of its operations and its cash flows for each of the three years in the period ended January 30, 2022, in conformity with
accounting principles generally accepted in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) ("PCAOB"), the Company's internal control over
financial reporting as of January 30, 2022, based on the criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO) in 2013 and our report dated March 30, 2022, expressed an adverse opinion on the effectiveness of the Company’s internal control over
financial reporting because of the existence of a material weakness.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial statements based on our
audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of the financial statements that was communicated or required to be
communicated to the audit committee and that: (1) relates to accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of the critical audit matter does not alter in any way our opinion on the financial statements, taken as a whole, and we are
not, by communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates.

Accounting for leases in accordance with ASC 842
Description of the matter

As described in Note 1 to the financial statements, the Company changed its method of accounting for leases in 2021 due to the adoption of Accounting Standards
Update (ASU) No. 2016-02, Leases (ASC 842), and the related amendments.

The adoption of ASC 842 resulted in the recognition of right-of-use operating lease assets of $90 million and operating lease liabilities of approximately $97 million, and
the reclassification of deferred rent of $6.7 million as a reduction of the right-of-use assets as of February 1, 2022. There was no cumulative effect of adopting the
standard to retained earnings.
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Operating lease right-of-use assets and operating lease liabilities are recognized based on the present value of the future minimum lease payments over the lease term
discounted using the incremental borrowing rate.

Auditing the Company’s adoption of ASC 842 was complex and involved subjective auditor judgment because the Company is a party to a significant number of lease
contracts and certain aspects of adopting ASC 842 required management to exercise judgment in applying the new standard to its portfolio of lease contracts. In
particular, the estimates of the incremental borrowing rate were complex due to the significant management estimates required to determine the appropriate incremental
borrowing rate and the resulting impact on the financial statements.

How We Addressed the Matter in Our Audit
We obtained an understanding, evaluated the design, and tested the operating effectiveness of controls over the Company’s accounting for the adoption of ASC 842.

This included testing controls over management’s review of the incremental borrowing rate and models used to estimate the fair value of the right-of-use asset, including
the related data and assumption.

To test the adoption of ASC 842, we performed audit procedures that included, among others, selecting a sample of lease contracts from the overall population to
evaluate the completeness, accuracy, and proper application of the accounting standard, testing the accuracy of lease terms within the lease IT system by comparison of
the data for a sample of leases to the underlying lease contract, and testing the accuracy of the Company’s system calculations of initial operating lease right-of use-assets
and operating lease liabilities.

Additionally, we evaluated management’s methodology and model for developing the incremental borrowing rate by performing comparative independent calculations.

/s/ Marcum LLP
We have served as the Company’s auditor since 2017.

Hartford, CT
March 30, 2022
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON INTERNAL CONTROL OVER FINANCIAL REPORTING
WITH A MATERIAL WEAKNESS

To the Stockholders and the Board of Directors of
The Lovesac Company

Adverse Opinion on Internal Control over Financial Reporting

We have audited The Lovesac Company’s (the “Company”) internal control over financial reporting as of January 30, 2022, based on criteria established in Internal Control-
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. In our opinion, because of the effect of the material
weakness described in the following paragraph on the achievement of the objectives of the control criteria, the Company has not maintained effective internal control over
financial reporting as of January 30, 2022 based on criteria established in Internal Control-Integrated Framework (2013) issued by the Committee of Sponsoring Organizations
of the Treadway Commission.

A material weakness is a control deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material
misstatement of the Company's annual or interim financial statements will not be prevented or detected on a timely basis. The following material weakness has been identified
and included in “Management's Annual Report on Internal Control over Financial Reporting”: the Company has not established an effective control environment due to the
ineffective design and implementation of information technology and related activity level controls covering all significant accounts. This ineffectiveness was due, in part, to
inadequate information technology general controls ("ITGC") relating to certain information technology systems. The ITGC deficiencies affected, among other things, the
integrity of the data used to support the related activity level controls. This material weakness was considered in determining the nature, timing, and extent of audit tests applied
in our audit of the financial statements as of and for the year ended January 30, 2022, of the Company, and this report does not affect our report on such financial statements.

This material weakness was considered in determining the nature, timing and extent of audit tests applied in our audit of the consolidated financial statements for the year ended
January 30, 2022 and this report does not affect our report dated March 30, 2022 on those consolidated financial statements.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (“PCAOB?”), the consolidated balance sheets as of
January 30, 2022 and January 31, 2021 and the related consolidated statements of operations, changes in stockholders’ equity, and cash flows and the related notes for each of
the three years in the period ended January 30, 2022, and our report dated March 30, 2022 expressed an unqualified opinion on those consolidated financial statements.

Basis for Opinion

The Company's management is responsible for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting, included in the accompanying "Management’s Annual Report on Internal Control over Financial Reporting." Our responsibility is to express an opinion on
the Company's internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit of internal control over financial reporting included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audit also included performing such other procedures, as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion.
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Definition and Limitations of Internal Control over Financial Reporting

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the company;
and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material
effect on the financial statements.

Because of the inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that degree of compliance with the policies or procedures may
deteriorate.

/s/Marcum LLP

Hartford, Connecticut
March 30, 2022
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(amounts in thousands, except share and per share amounts)
Assets

Current Assets

Cash and cash equivalents

Trade accounts receivable

Merchandise inventories

Prepaid expenses and other current assets
Total Current Assets

Property and equipment, net

Operating lease right-of-use assets
Other Assets

Goodwill

Intangible assets, net

Deferred financing costs, net

Deferred tax asset

Total Other Assets

Total Assets

Liabilities and Stockholders’ Equity
Current Liabilities

Accounts payable

Accrued expenses

Payroll payable

Customer deposits

Current operating lease liabilities

Sales taxes payable

Total Current Liabilities

Deferred Rent

Operating Lease Liabilities, long term
Line of Credit

Total Liabilities

Commitments and Contingencies (see Note 7)
Stockholders’ Equity

Preferred Stock $0.00001 par value, 10,000,000 shares authorized, no shares issued or outstanding as of Jan 30, 2022 and

Jan 31, 2021.

Common Stock $0.00001 par value, 40,000,000 shares authorized, 15,123,338 shares issued and outstanding as of Jan 30, 2022

THE LOVESAC COMPANY
CONSOLIDATED BALANCE SHEETS

JANUARY 30, 2022 AND JANUARY 31, 2021

and 15,011,556 shares issued and outstanding as of Jan 31, 2021.

Additional paid-in capital

Accumulated deficit

Stockholders’ Equity

Total Liabilities and Stockholders’ Equity

The accompanying notes are an integral part of these con

F-7

2022 2021
$ 92,392 § 78,341
8,547 4,513
108,493 50,417
15,726 10,128
225,158 143,399
34,137 25,868
100,891 —
144 144
1,413 1,517
— 91
9,836 —
11,393 1,752
$ 371,579 § 171,019
$ 33247 § 24,311
40,497 17,187
9,978 6,362
13,316 5,993
16,382 —
5,359 2,471
118,779 56,324
— 6,749
96,574 —
215,353 63,073
173,762 171,382
(17,536) (63,436)
156,226 107,946
$ 371,579 $ 171,019
lidated financial st ents
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THE LOVESAC COMPANY

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED JANUARY 30, 2022, JANUARY 31, 2021, AND FEBRUARY 2, 2020

(amounts in thousands, except per share data and share amounts) January 30, 2022 January 31, 2021 February 2, 2020
Net sales $ 498,239 $ 320,738 $ 233,377
Cost of merchandise sold 224,894 145,966 116,687
Gross profit 273,345 174,772 116,690
Operating expenses

Selling, general and administration expenses 161,967 111,354 98,147

Advertising and marketing 65,078 41,925 29,194

Depreciation and amortization 7,859 6,613 5,158
Total operating expenses 234,904 159,892 132,499
Operating income (loss) 38,441 14,880 (15,809)
Interest (expense) income, net (179) 67) 647
Net income (loss) before taxes 38,262 14,813 (15,162)

Benefit from (provision for) income taxes 7,638 (86) (43)

Net income (loss) $ 45900 $ 14,727 § (15,205)
Net income (loss) per common share:

Basic 3.04 $ 1.01 § (1.07)

Diluted 2.86 $ 096 $ (1.07)
Weighted average number of common shares outstanding:

Basic 15,107,958 14,610,617 14,260,395

Diluted 16,058,111 15,332,998 14,260,395

The accompanying notes are an integral part of these consolidated financial stat ts
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CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

THE LOVESAC COMPANY

FOR THE YEARS ENDED JANUARY 30, 2022, JANUARY 31, 2021, AND FEBRUARY 2, 2020

(amounts in thousands, except share amounts)

Balance - February 3, 2019

Net loss

Equity-based compensation

Issuance of common shares, net

Issuance of common stock for restricted stock
Taxes paid for net share settlement of equity awards
Exercise of warrants

Cancelation of shares

Balance - February 2, 2020

Net income

Equity-based compensation

Issuance of common stock for restricted stock
Taxes paid for net share settlement of equity awards
Exercise of warrants

Balance - January 31, 2021

Net income

Equity-based compensation

Issuance of common stock for restricted stock
Taxes paid for net share settlement of equity awards
Exercise of warrants

Balance - January 30, 2022

Common Additional Paid-in Accumulated
Shares Amount Capital Deficit Total

13,588,568 $ $ 141,728 (62,958) $ 78,770
— — (15,205) (15,205)
101,883 5,246 — 5,246
750,000 25,610 — 25,610
180,304 — — —
— (4,278) — (4,278)

27,246 12 — 12
(175,390) — — —
14,472,611 168,318 (78,163) 90,155
— — 14,727 14,727

— 4,681 — 4,681

99,498 — — —
— (1,717) — (1,717)
439,447 100 — 100
15,011,556 171,382 (63,436) 107,946
— — 45,900 45,900

— 5,859 — 5,859

100,826 — — —
— (3,583) — (3,583)

10,956 104 — 104
15,123,338 $ $ 173,762  $ (17,536) $ 156,226
The accompanying notes are an integral part of these consolidated financial stat ts
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THE LOVESAC COMPANY

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JANUARY 30, 2022, JANUARY 31, 2021, AND FEBRUARY 2, 2020

(amounts in thousands)
Cash Flows from Operating Activities
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities:

Depreciation and amortization of property and equipment
Amortization of other intangible assets
Amortization of deferred financing fees
Net loss (gain) on disposal of property and equipment
Impairment of long-lived assets
Equity-based compensation
Deferred rent
Non-cash operating lease cost
Deferred income taxes
Gain on recovery of insurance proceeds - lost profit margin
Changes in operating assets and liabilities:
Trade accounts receivable
Merchandise inventories
Prepaid expenses and other current assets
Accounts payable and accrued expenses
Operating lease liabilities
Customer deposits
Net Cash Provided by (Used in) Operating Activities
Cash Flows from Investing Activities
Purchase of property and equipment
Payments for patents and trademarks
Proceeds from disposal of property and equipment
Net Cash Used in Investing Activities
Cash Flows from Financing Activities
Proceeds from the issuance of common shares, net
Taxes paid for net share settlement of equity awards
Proceeds from the exercise of warrants
Paydown of proceeds from line of credit
Payment of deferred financing costs
Net Cash (used in) Provided by Financing Activities
Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning
Cash and Cash Equivalents - End
Supplemental Cash Flow Disclosures
Cash paid for taxes

Cash paid for interest

The accompanying notes are an integral part of these con

January 30, 2022 January 31, 2021 February 2, 2020

$ 45900 $ 14,727 (15,205)
7,154 6,100 4,894

705 513 264

91 88 73
464 5 (167)

554 245 —

5,859 4,681 5,246

— 3,641 1,514

14,953 — —

(9,836) — =

(632) — —
(4,034) 2,675 (3,234)
(56,819) (14,017) (10,246)
(2,459) (2,060) (2,116)

39,195 19,584 7,189

(14,400) — —

7,323 4,339 594
34,018 40,521 (11,194)
(15,887) (8,374) (10,277)
(601) (678) (674)

— — 300
(16,488) (9,052) (10,651)

— — 25,610
(3,583) (1,717) (4,278)

104 100 12
— — (€2))

_ (50) _

(3,479) (1,667) 21,313
14,051 29,802 (532)

78,341 48,539 49,071

$ 92,392 § 78,341 48,539
$ 1,121 § 86 43
$ 95 $ 85 63

lidated financial st ents
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - BASIS OF PRESENTATION, OPERATIONS AND LIQUIDITY, AND SIGNIFICANT ACCOUNTING POLICIES

2 e 9 G

The consolidated financial statements of The Lovesac Company (the “Company”, “we”, “us” or “our”) as of January 30, 2022 and January 31, 2021 and for the years ended
January 30, 2022, January 31, 2021 and February 2, 2020 have been prepared in accordance with accounting principles generally accepted in the United States of America
(“US GAAP”) and pursuant to the rules and regulations of the Securities and Exchange Commission. Certain amounts in the prior period financial statements have been
reclassified to conform to the current presentation.

NATURE OF OPERATIONS

The Company is a technology driven company that designs, manufactures and sells unique, high quality furniture derived through its proprietary Designed for Life approach
which results in products that are built to last a lifetime and designed to evolve as our customers’ lives do. The Company markets and sells its products through modern and
efficient showrooms and, increasingly, through online sales directly at www.lovesac.com, supported by direct-to-consumer touch-feel points in the form of our own
showrooms, which include our newly created mobile concierge and kiosks, as well as through shop-in-shops and online pop-up-shops with third party retailers. As of
January 30, 2022, the Company operated 146 showrooms including kiosks and mobile concierges located throughout the United States. The Company was formed as a
Delaware corporation on January 3, 2017, in connection with a corporate reorganization with SAC Acquisition LLC, a Delaware limited liability company (“SAC LLC”), the
predecessor entity to the Company.

COVID-19

In March 2020, the World Health Organization declared the outbreak of COVID-19 as a global pandemic and, in the following weeks, the U.S. federal, state and local
governments issued lockdown orders and related safety measures impacting the operations of our showrooms and consumer demand. Although there has been improvement
in conditions, there continues to be uncertainty around the scope and severity of the pandemic, its impact on the global economy, including supply chains, and other business
disruptions that may impact our operating results and financial condition. We continue to follow the guidance issued by federal, state and local governments and health
organizations and have taken measures to protect the safety of our associates and customers.

OPERATIONS AND LIQUIDITY

Prior to fiscal 2022 and fiscal 2021, the Company had incurred significant operating losses and used cash in its operating activities from inception through fiscal 2020.
Operating losses resulted from inadequate sales levels for the cost structure and expenses as a result of impact of tariffs on inventory, expanding into new markets, opening
new showrooms, and investments into advertising, marketing and infrastructure to support increases in revenues. The Company plans to continue to open new retail
showrooms in larger markets and increase its shop-in-shop relationships to increase sales levels, invest in advertising and marketing initiatives to increase brand awareness,
and invest in infrastructure to support growth of the Company. There can be no assurance that anticipated sales levels will be achieved. The Company believes that based on
its current sales and expense levels, cash generated from operating activities during fiscal 2022 and fiscal 2021, projections for the next twelve months, and the credit facility
with Wells Fargo Bank, N.A. ("Wells"), see Note 10, the Company will have sufficient working capital to cover operating cash needs through the twelve-month period from
the financial statement issuance date.

SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of the Company and its subsidiary. All significant intercompany accounts and transactions have been eliminated
in consolidation.
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

FISCAL YEAR

The Company’s fiscal year is determined on a 52/53 week basis ending on the Sunday closest to February 1. Hereinafter, the fiscal years ended January 30, 2022, January 31,
2021 and February 2, 2020 are referred to as fiscal 2022, 2021 and 2020, respectively. Fiscal 2022, 2021 and 2020 were 52-week fiscal years.

USE OF ESTIMATES

The preparation of financial statements in conformity with US GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure 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. Estimates and assumptions are reviewed periodically and the effects of the revisions are reflected in the period the
change is determined.

REVENUE RECOGNITION

The Company implemented Accounting Standards Update ("ASU") 2015-04, Revenue from Contracts with Customers (Accounting Standards Codification Topic 606, “ASC
606”), in the first quarter of fiscal 2020 using modified retrospective method, which required the Company to apply the new guidance retrospectively to revenue transactions
completed on or after the effective date. Adopting this new standard had no material financial impact on our consolidated financial statements but did result in enhanced
presentation and disclosures.

Our revenue consists substantially of product sales. The Company reports product sales net of discounts and recognize them at the point in time when control transfers to the
customer, which occurs when shipment is confirmed.

Estimated refunds for returns and allowances are recorded using our historical return patterns, adjusting for any changes in returns policies. The Company records estimated
refunds for net sales returns on a monthly basis as a reduction of net sales and cost of sales on the statement of operations and an increase in inventory and customers returns
liability on the balance sheet. As of January 30, 2022, there was a returns allowance of $2.0 million which was in accrued expenses and $0.4 million associated with sales
returns in merchandise inventories. As of January 31, 2021, there was a returns allowance of $2.2 million which was in accrued expenses and $0.3 million associated with
sales returns in merchandise inventories.

In some cases, deposits are received before the Company transfers control, resulting in contract liabilities. These contract liabilities are reported as deposits on the Company’s
balance sheet. As of January 30, 2022 and January 31, 2021, the Company recorded under customer deposit liabilities the amount of $13.3 million and $6.0 million,
respectively. During the fiscal year ended January 30, 2022, the Company recognized $6.0 million related to its customer deposits from fiscal 2021. During the fiscal year
ended January 31, 2021, the Company recognized $1.7 million from fiscal 2020. During the fiscal year ended February 2, 2020, the Company recognized $1.1 million from
fiscal 2019.

Under ASC 606, the Company has elected the following accounting policies and practical expedients:

The Company recognizes shipping and handling expense as fulfillment activities (rather than as a promised good or service) when the activities are performed.
Accordingly, the Company records the expenses for shipping and handling activities at the same time the Company recognizes revenue.

The Company excludes from the measurement of the transaction price all taxes imposed on and concurrent with a specific revenue-producing transaction and collected
by the entity from a customer, including sales, use, excise, value-added, and franchise taxes (collectively referred to as sales taxes).

The Company does not adjust revenue for the effects of any financing components if the contract has a duration of one year or less, as the Company receives payment
from the customer within one year from when it transferred control of the related goods.
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Company offers its products through showrooms and through the Internet. The other channel predominantly represents sales through the use of online and in store
pop-up shops, shop-in-shops, and barter inventory transactions. In store pop-up-shops are staffed with associates trained to demonstrate and sell our product. The
following represents sales disaggregated by channel:

For the fiscal years ended
January 30, 2022 January 31, 2021 February 2, 2020

Showrooms $ 298989 $ 146,150 $ 148,004
Internet 150,622 151,065 55,781
Other 48,628 23,523 29,592

Total net sales $ 498239 $ 320,738 $ 233,377

The Company has no foreign operations and its sales to foreign countries was less than.01% of total net sales in fiscal 2022, 2021, and 2020.
The Company had no customers in fiscal 2022, 2021, or 2020 that comprise more than 10% of total net sales.

See Note 11 for sales disaggregated by product.

CASH AND CASH EQUIVALENTS

The Company considers all highly liquid investments with a maturity at purchase of three months or less to be cash equivalents.

The Company has deposits with financial institutions that maintain Federal Deposit Insurance Corporation “FDIC” deposit insurance up to $250,000 per depositor. The
portion of the deposit in excess of this limit represents a credit risk to the Company. Due to the high cash balance maintained by the Company, the Company does maintain
depository balances in excess of the insured amounts.

TRADE ACCOUNTS RECEIVABLE

Trade accounts receivable are carried at their estimated realizable amount and do not bear interest. Management determines the allowance for doubtful accounts by regularly
evaluating individual customer accounts, considering the customer’s financial condition, and credit history, and general and industry current economic conditions. Trade
accounts receivable are reserved for when deemed uncollectible. Recoveries of amounts previously written off are recorded when received. Historically, collection losses
have been immaterial as a significant portion of the Company’s receivables are related to individual credit card transactions and three wholesale customers for which the
Company has no history of collection losses. Management has concluded that an allowance was not necessary at January 30, 2022 and January 31, 2021, respectively.

Breakdown of accounts receivable is as follows:

As of January 30, As As of January 31,

2022 of 2021
Credit card receivables $ 3,186 $ 2,964
Wholesale receivables 5,361 1,549
$ 8,547 $ 4,513
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Company had two wholesale customers that comprised 100% and 97% of wholesale receivables at January 30, 2022 and January 31, 2021, respectively.
PREPAID EXPENSES AND OTHER CURRENT ASSETS

The Company recognizes payments made for goods and services to be received in the near future as prepaid expenses and other current assets. Prepaid expenses and other
current assets consist primarily of payments related to insurance premiums, catalog costs, barter credits, deposits, prepaid rent, prepaid inventory, and other costs.

MERCHANDISE INVENTORIES

Merchandise inventories are comprised of finished goods which are carried at the lower of cost or net realizable value. Cost is determined on a weighted-average method
basis. Merchandise inventories consist primarily of foam filled furniture, sectional couches, and related accessories. The Company adjusts its inventory for obsolescence
based on historical trends, aging reports, specific identification and its estimates of future retail sales prices. In addition, the Company includes capitalized freight and
warehousing costs in inventory relative to the finished goods in inventory.

GIFT CERTIFICATES AND MERCHANDISE CREDITS

The Company sells gift certificates and issues merchandise credits to its customers in the showrooms and through its website. Revenue associated with gift certificates and
merchandise credits is deferred until redemption of the gift certificate and merchandise credits. The Company did not recognize any breakage revenue in fiscal 2022, fiscal
2021 or fiscal 2020 as the Company continues to honor all outstanding gift certificates.

PROPERTY AND EQUIPMENT, NET

Property and equipment are stated at cost less accumulated depreciation and amortization. Office and showroom furniture and equipment, software and vehicles are
depreciated using the straight-line method over their estimated useful lives. Leasehold improvements are amortized using the straight-line method over their expected useful
lives or lease term, whichever is shorter.

Expenditures for repairs and maintenance are charged to expense as incurred. For assets sold or otherwise disposed of, the cost and related accumulated depreciation or
amortization is removed from the accounts, and any resulting gain or loss is reflected in operations for the period. Expenditures for major betterments that extend the useful
lives of property and equipment are capitalized.

GOODWILL

Goodwill represents the excess of the purchase price over the fair value of the identified net assets of each business acquired. Goodwill and other indefinite-lived intangible
assets are tested annually for impairment in the fourth fiscal quarter and in interim periods if certain events occur indicating that the carrying amounts may be impaired. If a
qualitative assessment is used and the Company determines that the fair value of a reporting unit or indefinite-lived intangible asset is more likely than not (i.e., a likelihood
of more than 50%) less than its carrying amount, a quantitative impairment test will be performed. If goodwill is quantitatively assessed for impairment, a two-step approach
is applied.

In the first step, the Company compares the fair value of the reporting unit, generally defined as the same level as or one level below an operating segment, to its carrying
value. If the fair value of the reporting unit exceeds the carrying value of the net assets assigned to that unit, goodwill is considered not impaired and the Company is not
required to perform further testing. If the carrying value of the net assets assigned to the reporting unit exceeds the fair value of the reporting unit, then the second step of the
impairment test must be performed in order to determine the implied fair value of the reporting unit’s goodwill. If the carrying value of a reporting unit’s goodwill exceeds its
implied fair value, then an impairment loss equal to the difference would be recorded.

There were no impairments during fiscal 2022, 2021, or 2020.
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The fair value of the Company’s reporting unit is determined by using a discounted cash flow analysis. The determination of fair value requires assumptions and estimates of
many critical factors, including among others, the nature and history of the Company, financial and economic conditions affecting the Company, the industry and the general
economy, past results, current operations and future prospects, sales of similar businesses or capital stock of publicly held similar businesses, as well as prices, terms and
conditions affecting past sales of similar businesses. Forecasts of future operations are based, in part, on operating results and management’s expectations as to future market
conditions. These types of analyses contain uncertainties because they require management to make assumptions and to apply judgments to estimate industry economic
factors and the profitability of future business strategies. However, if actual results are not consistent with the Company’s estimates and assumptions, there may be exposure
to future impairment losses that could be material.

INTANGIBLE ASSETS

Intangible assets with finite useful lives, including patents, trademarks, and other intangible assets are being amortized on a straight-line basis over their estimated lives.
Other intangible assets with finite useful lives are reviewed for impairment whenever events or circumstances indicate that the carrying amount of the asset might not be
recovered.

Patents and licenses are recorded at cost and amortized on a straight-line basis over the estimated remaining life of the patent or license. Ongoing maintenance costs are
expensed as incurred.

If the estimates of the useful lives should change, the Company will amortize the remaining book value over the remaining useful life, or if it is deemed to be impaired a
write-down of the value of the asset may be required at such time.

There were no impairments during either fiscal 2022, 2021, or 2020.
IMPAIRMENT OF LONG-LIVED ASSETS

The Company’s long-lived assets consist of property and equipment and right of use assets from leases. Property and equipment includes leasehold improvements, and other
intangible assets. Long-lived assets are reviewed for potential impairment at such time that events or changes in circumstances indicate that the carrying amount of an asset
might not be recovered. The Company evaluates for impairment at the individual showroom level, which is the lowest level at which individual cash flows can be identified.
When evaluating long-lived assets for potential impairment, the Company will first compare the carrying amount of the assets to the future undiscounted cash flows for the
respective long-lived asset. If the estimated future cash flows are less than the carrying amounts of the assets, an impairment loss calculation is prepared. An impairment loss
is measured based upon the excess of the carrying value of the asset over its estimated fair value which is generally based on an estimated future discounted cash flow. If
required, an impairment loss is recorded for that portion of the asset’s carrying value in excess of fair value.

In fiscal 2022, the Company recognized impairment charges totaling $0.6 million associated with showroom-level right of use lease assets. During fiscal 2021, the Company
recorded impairment charges of $0.2 million, associated with the assets of an underperforming retail location. During fiscal 2020 there wereno impairment charges. The
impairments in fiscal 2022 and fiscal were 2021 calculated using a discounted cash flow model and were recorded in selling, general and administrative in the Company’s
Consolidated Statements of Operations.
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Selling, general and administrative expenses include all operating costs, other than advertising and marketing expense, not included in cost of merchandise sold. These
expenses include all payroll and payroll-related expenses; showroom expenses, including occupancy costs related to showroom operations, such as rent and common area
maintenance; occupancy and expenses related to many of our operations at our headquarters, including utilities, equity based compensation, financing related expenses and
public company expenses; and credit card transaction fees. Selling, general and administrative expenses as a percentage of net sales is usually higher in lower volume quarters
and lower in higher volume quarters because a significant portion of the costs are relatively fixed.

ADVERTISING AND CATALOG COSTS

The Company capitalizes direct response advertising costs, which consist primarily of television advertising, postcards, catalogs and their mailing costs, and recognizes
expense over the related revenue stream if the following conditions are met (1) the primary purpose of the advertising is to elicit sales to customers who could be shown to
have responded specifically to the advertising, and (2) the direct-response advertising results in probable and estimable future benefits.

Direct-response advertising costs, which are included in prepaid expenses and other current assets, are amortized commencing the date the catalogs and post cards are mailed
and the television commercial airs through the estimated period of time for the Company has determined the related advertising impacts sales. There was no balance as of
January 30, 2022 and January 31, 2021.

As of January 30, 2022 and January 31, 2021 the Company did not have any capitalized deferred direct-response television, postcard and catalog costs.

Advertising costs not associated with direct-response advertising are expensed as incurred and were $65.1 million in fiscal 2022, $41.9 million in fiscal 2021, and
$29.2 million in fiscal 2020.

SHOWROOM PREOPENING AND CLOSING COSTS
Non-capital expenditures incurred in preparation for opening new retail showrooms are expensed as incurred and included in selling, general and administrative expenses.

The Company continually evaluates the profitability of its showrooms. When the Company closes or relocates a showroom, the Company incurs unrecoverable costs,
including the net book value of abandoned fixtures and leasehold improvements, lease termination payments, costs to transfer inventory and usable fixtures and other costs of
vacating the leased location. Such costs are expensed as incurred and are included in selling, general and administrative expenses.

PRODUCT WARRANTY

Depending on the type of merchandise, the Company offers either athree-year limited warranty or a lifetime warranty. The Company’s warranties require it to repair or
replace defective products at no cost to the customer. At the time product revenue is recognized, the Company reserves for estimated future costs that may be incurred under
its warranties based on historical experience. The Company periodically reviews the adequacy of its recorded warranty liability. Product warranty expense, without any
reserve adjustments, was approximately $0.5 million in fiscal 2022, $0.7 million in fiscal 2021, and $0.9 million in fiscal 2020. The decreases in fiscal 2022 and fiscal 2021
are related to fewer number of warranty claims. Warranty reserve was $0.7 million as of January 30, 2022 and $0.6 million as of January 31, 2021.
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

OPERATING LEASES
During Fiscal 2022, the Company adopted ASU No. 2016-02, Leases (Topic 842), sse NEW ACCOUNTING PRONOUNCEMENTS section of Note 1.

The Company determines if a long-term contractual obligation is a lease at inception. The majority of our operating leases relate to company showrooms. We also lease our
corporate facilities. These operating leases expire at various dates through fiscal 2032. Showroom leases may include options that allow us to extend the lease term beyond
the initial base period, subject to terms agreed upon at lease inception. Some leases also include early termination options, which can be exercised under specific conditions.
Our lease agreements do not contain any material residual value guarantees or material restrictive covenants.

The Company records lease liabilities at the present value of the lease payments not yet paid, discounted at the rate of interest that the Company would have to pay to borrow
on a collateralized basis over a similar term. As the Company's leases do not provide an implicit interest rate, the Company uses an incremental borrowing rate based on the
information available at commencement date in determining the present value of lease payments.

We recognize operating lease cost over the estimated term of the lease, which includes options to extend lease terms that are reasonably certain of being exercised, starting
when possession of the property is taken from the landlord, which normally includes a construction period prior to the showroom opening. When a lease contains a
predetermined fixed escalation of the fixed rent, we recognize the related operating lease cost on a straight-line basis over the lease term. In addition, certain of our lease
agreements include variable lease payments, such as payments based on a percentage of sales that are in excess of a predetermined level and/or increases based on a change in
the consumer price index or fair market value. These variable lease payments are excluded from minimum lease payments and are included in the determination of net lease
cost when it is probable that the expense has been incurred and the amount can be reasonably estimated. If an operating lease asset is impaired, the remaining operating lease
asset will be amortized on a straight-line basis over the remaining lease term.

See Note 7 of the Notes to Consolidated Financial Statements for related disclosures.
FAIR VALUE MEASUREMENTS

The carrying amount of the Company’s financial instruments classified as current assets and current liabilities approximate fair values based on the short-term nature of the
accounts.

EQUITY-BASED COMPENSATION

The Company’s 2017 Equity Plan provides for awards in the form of options, stock appreciation rights, restricted stock awards, restricted stock units, performance shares,
cash-based awards and other stock-based awards. The plan allows for the issuance of up to 2,104,889 shares at January 30, 2022 and January 31, 2021. All awards shall be
granted within 10 years from the effective date of the plan. The unit vesting was based on both time and performance. SeeNote 8 for additional disclosure.

SHIPPING AND HANDLING
Shipping and handling charges billed to customers are included in revenue. Shipping and handling costs incurred are included in cost of merchandise sold and include

inbound freight and tariff costs relative to inventory sold, warehousing, and last mile shipping to our customers. Shipping and handling costs were $112.8 million in fiscal
2022, $63.1 million in fiscal 2021, and $47.1 million in fiscal 2020.
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

INCOME TAXES

The Company accounts for uncertainty in income taxes using a two-step approach to recognize and measure uncertain tax positions. The first step is to evaluate the tax
position for recognition by determining if the weight of available evidence indicates that it is more likely than not that the position will be sustained on audit, including
resolution of related appeals or litigation processes, if any. The second step is to measure the tax benefit as the largest amount that is more than 50% likely of being realized
upon settlement. The Company classifies the liability for unrecognized tax benefits as current to the extent that the Company anticipates payment (or receipt) of cash within
one year. Interest and penalties related to uncertain tax positions are recognized in the provision for income taxes.

In connection with the 2017 reorganization, the intent was that the net operating losses (NOLs) of SAC Acquisition, LLC, a limited liability company that had been
historically treated as a C-corporation for federal and state income tax purposes, were to be inherited by the Company. The Company filed a request for a private letter ruling
requesting additional time to make a check the box election pursuant to Treas. Reg. 301.7701-3. In PLR-109713-19 dated October 22, 2019 the Company was granted an
extension of time of 120 days to file form 8832 “Entity Classification Election.” The completed Form 8832 was filed with The IRS on November 11, 2019. The Company has
maintained the position that the NOLs were inherited from SAC Acquisition in the 2017 reorganization and consistently maintained a full valuation allowance against its
NOLs as they were part of deferred income tax assets not likely to be realized prior to fiscal 2022. During fiscal 2022, the Company recorded a deferred tax asset of
$9.8 million. Previous to fiscal 2022, the resolution of the uncertain tax position regarding the Company’s NOL carry forward during the year did not have an impact on the
Company’s financial position or results of operations. As of January 30, 2022, there were no uncertain tax positions. See Note 6 for additional disclosures.

Deferred income taxes are provided on temporary differences between the income tax basis of assets and liabilities and the amounts reported in the financial statements and
on net operating loss and tax credit carry forwards.

A valuation allowance is provided for that portion of deferred income tax assets not likely to be realized. Deferred income tax assets and liabilities are adjusted for the effects
of changes in tax laws and rates on the date of enactment.

BASIC AND DILUTED NET INCOME (LOSS) PER COMMON SHARE

Basic net income (loss) per common share is computed by dividing net income (loss) by the weighted average number of common shares outstanding during the period.
Diluted net income (loss) per common share is computed by dividing net income (loss) by the weighted average number of common shares outstanding and common stock
equivalents outstanding during the period. Diluted net income (loss) per common share includes, in periods in which they are dilutive, the effect of those potentially dilutive
securities where the average market price of the common stock exceeds the exercise prices for the respective periods. In fiscal 2022, the effects of 533,333 unvested restricted
stock units, 495,366 stock options, and 281,750 common stock warrants were included in the diluted share calculation.

In fiscal 2021, the effects of 655,558 unvested restricted stock units and293,973 common stock warrants were included in the diluted share calculation. The effects of
495,366 stock options were excluded in the diluted net income per common share calculation because the effects of including theses potentially dilutive shares was
antidilutive.

In fiscal 2020, there were 1,717,539 of potentially dilutive shares which may be issued in the future, includingl183,053 unvested restricted stock units, 495,366 stock options,

and 1,039,120 common stock warrants. These shares were excluded in the diluted net loss per common share calculation as the effects of including theses potentially dilutive
shares was antidilutive.
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THE LOVESAC COMPANY
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

NEW ACCOUNTING PRONOUNCEMENTS

Except as described below, the Company has considered all other recently issued accounting pronouncements and does not believe the adoption of such pronouncements will
have a material impact on its financial statements.

The following new accounting pronouncements were adopted in fiscal 2022:

In February 2016, FASB issued ASU No. 2016-02, Leases (Topic 842) ("ASC 842") amending lease guidance to increase transparency and comparability among
organizations by recognizing lease assets and lease liabilities on the balance sheet and disclosing key information about leasing arrangements. ASU No. 2020-05 extended the
effective date to fiscal years beginning after December 15, 2021, and interim periods within fiscal years beginning after December 15, 2021, with early adoption permitted.
The Company adopted the guidance in fiscal 2022 and there was not a material effect on the Company’s consolidated results of operations.

Adoption of this standard resulted in the recognition of operating lease right-to-use (“ROU”) assets and corresponding lease liabilities of approximately $0 million and
$97 million, respectively, and reclassification of deferred rent of $6.7 million as a reduction of the right-of-use assets on the consolidated balance sheet as of February 1,
2021. The new standard also provides practical expedients for an entity’s ongoing accounting. The Company elected the short-term lease recognition exemption for all leases
that qualify. This means, for those leases that qualify, The Company will not recognize ROU assets or lease liabilities, and this includes not recognizing ROU assets or lease
liabilities for existing short-term leases of those assets in transition. The Company also elected the practical expedient to not separate lease and non-lease components for all
of our leases.

In June 2018, the FASB issued ASU 2018-07, Improvements to Nonemployee Share-Based Payment Accounting (Topic 718). ASU 2018-07 eliminates the separate
accounting model for nonemployee share-based payment awards and generally requires companies to account for share-based payment transactions with nonemployees in the
same way as share-based payment transactions with employees. The accounting remains different for attribution, which represents how the equity-based payment cost is
recognized over the vesting period, and a contractual term election for valuing nonemployee equity share options. ASU 2018-07 is effective for fiscal years beginning after
December 15, 2019, and interim periods within fiscal years beginning after December 15, 2020. The Company adopted the guidance in fiscal 2022 and there was not a
material effect on the Company’s consolidated results of operations.

NOTE 2 - PROPERTY AND EQUIPMENT, NET

Property and equipment as of January 30, 2022 and January 31, 2021 consists of:

Estimated Life 2022 2021

Office and store furniture, and equipment 5 Years $ 6,497 $ 4,803

Software 3 Years 3,625 3,628
Leasehold improvements Shorter of estimated

useful life or lease term 40,788 33,828

Computers 3 Years 2,138 2,926

Tools, Dies, Molds 5 Years 764 215

Vehicles 5 Years 497 —

Construction in process NA 2,765 2,098

57,074 47,498

Accumulated depreciation and amortization (22,937) (21,630)

34,137 $ 25,868
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Depreciation expense was $7.2 million in fiscal 2022, $6.1 million in fiscal 2021, and $4.9 million in fiscal 2020. In fiscal 2022, 2021, and 2020 asset disposals resulted in a
reduction in gross assets of $6.3 million, $0.3 million, $0.4 million, respectively, and accumulated depreciation of $5.8 million, $0.3 million, $0.3 million, respectively. The

disposals generally relate to the decommissioning of aged assets, remodeled showrooms, and the reduction of fixtures used during pop-up-shops.

NOTE 3 - OTHER INTANGIBLE ASSETS, NET

A summary of other intangible assets follows:

January 30, 2022
Gross Carrying Accumulated Net carrying
Estimated Life Amount Amortization amount
Patents 10 Years $ 2,838 (1,626) 1,212
Trademarks 3 Years 1,390 (1,189) 201
Other intangibles 5 Years 840 (840) —
Total $ 5,068 (3,655) 1,413
January 31, 2021
Gross Carrying Accumulated Net carrying
Estimated Life Amount Amortization amount
Patents 10 years $ 2,388 (1,129) 1,259
Trademarks 3 years 1,239 (981) 258
Other intangibles 5 years 840 (840) —
Total $ 4,467 (2,950) 1,517
Amortization expense on other intangible assets was $0.7 million in fiscal 2022, $0.5 million in fiscal 2021, and $0.3 million in fiscal 2020.
Expected amortization expense by fiscal year for these other intangible assets follows (in thousands):

2023 246
2024 231
2025 178
2026 161
2027 151
Thereafter 446
1,413
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NOTE 4 - PREPAID EXPENSES AND OTHER CURRENT ASSETS

A summary of other prepaid and other current assets follows (in thousands):

Prepaid insurance

Prepaid catalogue costs and related
Barter credits

Deposits

Prepaid rent

Prepaid inventory

Prepaid software licenses

Tenant allowance receivable

Other

NOTE 5 - ACCRUED EXPENSES

A summary of accrued expenses follows (in thousands):

Accrued freight and shipping
Accrued advertising fees
Accrued warehouse expenses
Accrued professional fees
Customer return liability
Accrued occupancy

Accrued state income taxes
Accrued insurance

Warranty liability

Accrued credit card fees
Other accrued expenses
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2022 2021
1,667 $ 1,236
4,794 588
3,407 2,521
421 997
62 1,704
475 102
790 967
2,781 1,464
1,329 549
15,726 § 10,128
2022 2021
23,683 $ 4,524
4,150 2,015
2,671 1,288
2,268 1,590
2,026 2,227
1,284 937
1,007 7
973 541
689 606
542 425
1,204 3,027
40,497 $ 17,187
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NOTE 6 - INCOME TAXES

On March 27, 2020, the Federal government of the United States enacted the Coronavirus Aid Relief and Economic Security Act (“CARES Act”) which includes a number
of significant changes to the existing U.S. tax laws including postponing the filing date of specific federal income tax returns and payments from April 15, 2020 to July 15,
2020, temporarily increasing the 30% limitation on the interest deduction to 50%, introduction of a capital investment deduction for Qualified Improvement Property
(“QIP”), and change in the use of net operating losses. The Company’s federal net operating losses that have been incurred in tax years beginning on or before December 31,
2017 will have a 20-year carryforward limitation, a two-year carryback period and can offset 100% of future taxable income. Net operating losses incurred in tax years
beginning after December 31, 2017 and before January 1, 2021 will have an indefinite life, a five-year carryback period and can offset 100% of future taxable income prior to
2021 and 80% of future taxable income after 2020. Net operating losses incurred in tax years beginning on or after January 1, 2021 will have an indefinite life, generally no
carryback period and can offset 80% of future taxable income.

State taxes for the fiscal years ended January 30, 2022, January 31, 2021 and February 2, 2020, were approximately $2.2 million, $0.1 million and less than $0.1 million
respectively.

The Company does not anticipate any material adjustments relating to unrecognized tax benefits within the next twelve months; however, the ultimate outcome of tax matters
is uncertain and unforeseen results can occur. We had no material interest or penalties during the fiscal years 2022, 2021, and 2020, and we do not anticipate any such items
during the next twelve months. Our policy is to record interest and penalties directly related to uncertain tax positions as income tax expense in the consolidated statements of
operations.

The components of deferred income taxes follow:

2022 2021
Deferred Income Tax Assets

Federal net operating loss carryforward $ 2,082 $ 7,763
State net operating loss carryforward 1,403 1,818
Intangible assets 397 286
Accrued liabilities 5,646 4,423
Equity-based compensation 2,032 1,083
Property and equipment — 640
Merchandise inventories 689 330
Charitable Contributions 12 10
Total Deferred Income Tax Assets 12,261 16,353
Deferred Income Tax Liabilities

Property and equipment (2,425) —
Valuation Allowance — (16,353)
Net Deferred Income Tax Asset $ 9,836 $ =
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The income tax provision differs from the amount obtained by applying the statutory Federal income tax rate to pre-tax income as follows:

2022 2021 2020
Provision (benefit) at Federal Statutory rates $ 8,035 § 3,111 $ (3,184)
Permanent adjustments (1,039) 411) (848)
State tax, net of Federal provision (benefit) 1,737 496 (582)
Change in state deferred tax 146 — —
Federal True-ups (164) 61 (394)
Uncertain tax positions- NOLS — — (10,753)
Change in valuation allowance (16,353) (3,171) 15,804
Income (benefit) tax provision $ (7,638) § 86 $ 43

The Company is subject to federal, state and local corporate income taxes. The components of the provision for income taxes reflected on the consolidated statements of
operations are set forth below:

2022 2021 2020
Current taxes:
U.S. federal $ — $ — 3 =
State and local 2,198 86 43
Total current tax expense $ 2,198 $ 86 § 43
Deferred taxes:
U.S. federal $ (7,254) $ — $ —
State and local (2,582) — —
Total deferred tax expense (benefit) (9,836) — —
Total tax provision $ (7,638) $ 86 $ 43
Differences in terms of percentages are as follows:
2022 2021 2020
Provision (benefit) at Federal Statutory rates 21.0 % 21.0 % 21.0)0%
Permanent adjustments 2. 7% 2.8)% (5.6)%
State tax, net of Federal provision (benefit) 4.5% 34% 3.8)%
Change in state deferreds 0.4 % —% —%
Federal True-ups 0.9)% 0.4 % (2.6)%
Uncertain tax positions- NOLS — % — % (70.9)%
Change in valuation allowance 42.71% 21.4)% 104.2 %
Income tax provision (20.0)% 0.6 % 03%
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At January 30, 2022 and January 31, 2021, the Company has net operating loss carryforwards available for federal income tax purposes of approximately $9.9 million and
$37.0 million, respectively, which are scheduled to expire in varying amounts from fiscal 2027 to fiscal 2037. In addition, the Company has approximately £2.2 million and
$30.4 million of state net operating loss carryforwards as of January 30, 2022 and January 31, 2021, respectively. In fiscal 2021 a reserve had been released that was
previously recorded against the net operating losses in accordance with ASC 740-10 due to a Private Letter Ruling (“PLR”) that was issued by the IRS. The PLR approved
the late filing of Form 8832, “Entity Classification Election”. Due to the filing of this form, the Company believes that the Federal and State NOLs will be available for future
utilization.

As defined in Section 382 of the Internal Revenue Code, certain ownership changes limit the annual utilization of federal net operating losses. As a result of issuance, sales
and other transactions involving the Company’s stock, the Company experienced an ownership change during fiscal years ended January 31, 2011, February 2, 2020, and
January 30, 2022 which have caused such federal net operating losses to be subject to limitation under Section 382. The annual base limitation from 2011, 2019, and 2022 are
approximately $0.3 million, $5.9 million, and $7.7 million respectively. The Company is entitled to additional limitation based on the net unrealized built-in gain
computation, which results in additional limitation of approximately $40.0 million over the next 5 years.

During fiscal years ending January 30, 2022, January 31, 2021, and February 2, 2020, the Company increased/(decreased) the valuation allowance by approximately $(6.4)
million, $(3.2) million, and $15.8 million, respectively. The Company reversed its valuation allowance during the fiscal year ended January 30, 2022 since it is more likely
than not that the remaining net deferred tax assets will be realized. As of January 30, 2022, the Company does not have a valuation allowance against its net deferred tax
assets.

2022 2021 2020
Beginning balance $ — — 10,753
Additions for tax positions acquired — — —

Additions for tax positions related to current year — — —

Tax positions of prior years:

Payments — — —
Settlements — — —
Release — — (10,753)

Ending balance $ — 3 — 3 —

NOTE 7 - COMMITMENTS, CONTINGENCIES AND RELATED PARTIES
Leases

The Company leases its office, warehouse facilities and retail showrooms under operating lease agreements which expire at various dates through January 2032. The
Company determines if a contract contains a lease at inception based on our right to control the use of an identified asset and our right to obtain substantially all of the
economic benefits from the use of that identified asset. Certain operating leases have renewal options and rent escalation clauses. We assess these options to determine if we
are reasonably certain of exercising these options based on all relevant economic and financial factors. Any options that meet these criteria are included in the lease term at
lease commencement.
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NOTE 7 - COMMITMENTS, CONTINGENCIES AND RELATED PARTIES (CONTINUED)

Lease right-of-use assets represent the right to use an underlying asset pursuant to the lease for the lease term, and lease liabilities represent the obligation to make lease
payments arising from the lease. Lease right-of-use assets and lease liabilities are recognized at the commencement of an arrangement where it is determined at inception
that a lease exists. These assets and liabilities are initially recognized based on the present value of lease payments over the lease term calculated using our incremental
borrowing rate generally applicable to the location of the lease right-of-use asset, unless an implicit rate is readily determinable. We combine lease and certain non-lease
components for our showroom real estate leases in determining the lease payments subject to the initial present value calculation. Lease right-of-use assets include upfront
lease payments and exclude lease incentives, where applicable. Lease terms include options to extend or terminate the lease when it is reasonably certain that those options
will be exercised.

Lease expense for operating leases consists of both fixed and variable components. Expense related to fixed lease payments are recognized on a straight-line basis over the
lease term. Variable lease payments are generally expensed as incurred, where applicable, and include certain index-based changes in rent, certain non-lease components,
such as maintenance and other services provided by the lessor, and other charges included in the lease. Leases with an initial term of twelve months or less are not recorded
on the balance sheet. In addition, certain of our equipment lease agreements include variable lease payments, which are based on the usage of the underlying asset. The
variable portion of payments are not included in the initial measurement of the asset or lease liability due to uncertainty of the payment amount and are recorded as lease
expense in the period incurred.

ASC 842 requires companies to use the rate implicit in the lease whenever that rate is readily determinable and if the interest rate is not readily determinable, then a lessee
may use its incremental borrowing rate. Most of our leases do not have an interest rate implicit in the lease. As a result, for purposes of measuring our ROU asset and lease
liability, we determined our incremental borrowing rate by computing the rate of interest that we would have to pay to (i) borrow on a collateralized basis (ii) over a similar
term (iii) at an amount equal to the total lease payments and (iv) in a similar economic environment. We used the incremental borrowing rates we determined as of February
1, 2021 for operating leases that commenced prior to that date. In the case an interest rate is implicit in a lease we will use that rate as the discount rate for that lease. The
lease term for all of our lease arrangements include the noncancelable period of the lease plus, if applicable, any additional periods covered by an option to extend the lease
that is reasonably certain to be exercised by the Company. Our leases generally do not include termination options for either party to the lease or restrictive financial or other
covenants. Some of our leases contain variable lease payments based on a Consumer Price Index or percentage of sales, which are excluded from the measurement of the
lease liability.

The Company’s lease terms and rates are as follows:

January 30, 2022

Weighted average remaining lease term (in years)
Operating Leases 6.29

Weighted average discount rate 344 %
Operating Leases

During the fiscal year ended January 30, 2022, we recognized operating lease expense of $18.9 million. In addition, during the fiscal year ended January 30, 2022, we
recognized $12.8 million, for index-based changes in rent, maintenance, real estate taxes, insurance and other charges included in the lease as well as rental expenses related
to short term leases.

During the fiscal year ended January 30, 2022, we recognized impairment charges totaling $.6 million associated with showroom-level ROU assets that are included as part

of selling, general and administrative expenses. We did not recognize any impairment charges associated with showroom-level ROU assets during the fiscal year ended
January 31, 2021 as we did not adopt the guidance in ASC 842 until fiscal year 2022.
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NOTE 7 - COMMITMENTS, CONTINGENCIES AND RELATED PARTIES (CONTINUED)

The following table discloses the location and amount of our operating lease costs within our consolidated balance sheets:

(amounts in thousands) Balance sheet location January 30, 2022
Assets

Operating leases Operating lease right-of-use assets (non-current) $ 100,891
Liabilities

Current:

Operating leases Current operating lease liabilities $ 16,382
Noncurrent:

Operating leases Operating lease liability, long term $ 96,574
Total lease liabilities $ 112,956

The table below reconciles the undiscounted future minimum lease payments (displayed by year and in the aggregate) under noncancelable leases with terms of more than one
year to the total lease liabilities recognized on the consolidated balance sheet as of January 30, 2022 in thousands:

(amounts in thousands)

2023 $ 20,493
2024 20,020
2025 18,756
2026 16,904
2027 14,459
Thereafter 40,329
Total undiscounted future minimum lease payments 130,961
Less: imputed interest (18,005)
Total present value of lease obligations 112,956
Less: current operating lease liability (16,382)
Operating lease liability- long term $ 96,574

Supplemental Cash Flow information and non-cash activity related to our operating leases is as follows (in thousands):

For the year ended
(amounts in thousands) January 30, 2022
Operating cash flow information:
Amounts paid on operating lease liabilities $ 14,400
Non-cash activities
Right-of-use assets obtained in exchange for lease obligations $ 116,048
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NOTE 7 - COMMITMENTS, CONTINGENCIES AND RELATED PARTIES (CONTINUED)

SEVERANCE CONTINGENCY

The Company has various employment agreements with its senior level executives. A number of these agreements have severance provisions, ranging froml2 to 18 months
of salary, in the event those executives are terminated without cause or resign for good reason. The total amount of exposure to the Company under these agreements was
$5.5 million at January 30, 2022 if all executives with employment agreements were terminated without cause or were to resign for good reason and the full amount of
severance was payable.

LEGAL CONTINGENCY

The Company is involved in various legal proceedings in the ordinary course of business. Management cannot presently predict the outcome of these matters, although
management believes, based in part on the advice of counsel, that the ultimate resolution of these matters will not have a materially adverse effect on the Company’s
consolidated financial position, results of operations or cash flows.

RELATED PARTIES

Our equity sponsor Mistral Capital Management, LLC (“Mistral”) performed management services for the Company under a contractual agreement that ended on January 31,
2021. One of our directors is a member and principal of Mistral. There were no management fees incurred in fiscal 2022. Management fees totaled approximately $.4
million in both fiscal 2021 and 2020 and are included in selling, general and administrative expenses. There were no amounts payable to Mistral as of January 30, 2022.
There were less than $0.1 million in amounts payable to Mistral as of January 31, 2021. In addition, the Company reimbursed Mistral for expenses incurred for less than §.1
million for out-of-pocket expenses for fiscal 2021 and 2020. There were no such reimbursements in fiscal 2022.

Our equity sponsor Satori Capital, LLC (“Satori”) performed management services for the Company under a contractual agreement that ended on January 31, 2021. There
were no management fees incurred in fiscal 2022. Management fees totaled approximately .1 millions in both fiscal 2021 and 2020 and are included in selling, general and
administrative expenses. There were no amounts payable to Satori as of January 30, 2022. Amounts payable to Satori as of January 31, 2021 were less than 6.1 million
consisting of management fees which were included in accounts payable in the accompanying consolidated balance sheet as of January 31, 2021. In addition, the Company
reimbursed Satori for expenses incurred for less than $0.1 million for out-of-pocket expenses in both fiscal 2021 and 2020. There wereno such reimbursements during fiscal
2022.

The Company engaged Blueport Commerce (“Blueport”), a company owned in part by investment vehicles affiliated with Mistral, as an ecommerce platform in February
2018. The Company terminated the Blueport contract in fiscal 2021 in order to launch a new enhanced ecommerce platform. There were no fees incurred in fiscal 2022. There
were $2.1 million and $1.8 million of fees incurred with Blueport that were related to sales transacted through the Blueport platform during fiscal 2021 and 2020,
respectively. There was an additional $0.7 million of fees incurred with Blueport during fiscal 2021 related to Lovesac’s early termination of our contract. There wereno
amounts payable as of January 30, 2022 or January 31, 2021.

RECOVERY OF INSURANCE PROCEEDS

During fiscal year 2022, a warehouse the Company had inventory in was damaged by fire and qualified for a loss recovery claim.The Company disposed of inventory of
approximately $0.6 million. The Company reached an agreement with its insurance carrier and the Company received a cash insurance recovery of approximately
$1.2 million for the reimbursement of lost inventory and profit margin. Accordingly, the Company recognized a gain of approximately $0.6 million related to the recovery of
lost profit margin and is included in the accompanying consolidated statements of operations as a reduction to cost of goods sold.
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In fiscal 2022, a total of 5,625 warrants were exercised on a cashless basis, whereby the holders received fewer shares of common stock in lieu of a cash payment to the
Company. Warrants exercised in fiscal 2022 resulted in the issuance of 10,956 common shares. There were 98 warrants that expired as of January 30, 2022.

In fiscal 2021, 738,897 warrants exercised were cashless, whereby the holders received fewer shares of common stock in lieu of a cash payment to the Company. Warrants
exercised in fiscal 2021 resulted in the issuance of 439,447 common shares. Warrants exercised in fiscal 2020 resulted in the issuance 0f27,246 common shares.

The following represents warrant activity during fiscal 2022 and 2021:

Outstanding at February 3, 2019
Warrants issued

Expired and canceled

Exercised

Outstanding at February 2, 2020
Warrants issued

Expired and canceled

Exercised

Outstanding at January 31, 2021
Warrants issued

Expired and canceled

Exercised

Outstanding at January 30, 2022

EQUITY INCENTIVE PLANS

Average exercise

Weighted average
remaining contractual

price Number of warrants life (in years)
16.83 1,067,475 2.93
16.00 18,166 2.40
16.00 (46,521) 2.15
16.83 1,039,120 1.93
_ 0 _
16.00 (745,147) 0.41
19.07 293,973 2.57
9.83 98) —
16.00 (12,125) 0.09
$ 19.20 281,750 1.41

The Company adopted the 2017 Equity Plan which provides for awards in the form of options, stock appreciation rights, restricted stock awards, restricted stock units,
performance shares, performance units, cash-based awards and other stock-based awards. All awards shall be granted within 10 years from the effective date of the 2017

Equity Plan.
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NOTE 8 - STOCKHOLDERS’ EQUITY (CONTINUED)

In June 2019, the Company granted 495,366 nonstatutory Stock options to certain officers of the Company with an option price of $88.10 per share. 100% of the stock
options are subject to vesting on the third anniversary of the date of grant if the officers are still employed by the Company and the average closing price of the Company’s
common stock for the prior 40 consecutive trading days has been at least $75 by the third anniversary of the grant. Both the employment and the market condition must be
satisfied no later than June 5, 2024 or the options will terminate. These options were valued using a Monte Carlo simulation model to account for the path dependent market
conditions that stipulate when and whether or not the options shall vest. The 495,366 stock options were modified to extend the term of the options through June 5, 2024.
This resulted in additional compensation of approximately $0.9 million, of which, $0.3 million was recorded upon modification and the remaining expense was recognized
over the remaining expected term. The market condition was met on June 5, 2021, which was the date on which the average closing price of the Company’s common stock
had been at least $75 for 40 consecutive trading days. The options will vest and become exercisable on June 5, 2022 as long as the officers are still employed on that date. As
a result of the market condition being met, the Company accelerated the amortization and recognized additional stock-based compensation expense during fiscal year 2022 of
approximately $0.9 million.

In June 2020, the stockholders of the Company approved an amendment to the 2017 Equity Plan that increased the number of shares of common stock reserved for issuance
under the 2017 Equity Plan by 690,000 shares of common stock. The number of shares of common stock reserved for issuance under the 2017 Equity Plan increased from
1,414,889 to 2,104,889 shares of common stock.

A summary of the status of our stock options as of January 30, 2022, January 31, 2021, and February 2, 2020 and the changes during fiscal years then ended, is presented
below:

For the years ended January 30, 2022, January 31, 2021, and February 2, 2020

Weighted average
Weighted average  remaining contractual  Average intrinsic

Number of options exercise price life (in years) value
Outstanding at February 3, 2019 — — 0 —
Granted 495,366 38.10
Canceled and forfeited — 5 —
Outstanding at February 2, 2020 495,366 § 38.10 2.34 —
Granted — —
Canceled and forfeited — —
Outstanding at January 31, 2021 495,366 $ 38.10 3.35 —
Granted — —
Canceled and forfeited - -
Outstanding at January 30, 2022 495,366 $ 38.10 235 $ 28.68

Exercisable at the end of the period — — — —
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NOTE 8 - STOCKHOLDERS’ EQUITY (CONTINUED)

A summary of the status of our unvested restricted stock units as of January 30, 2022, January 31, 2021, February 2, 2020, and and changes during fiscal years then ended, is
presented below:

Weighted average

Number of shares grant date fair value
Unvested at February 3, 2019 377,286 $ 11.16
Granted 130,898 23.63
Forfeited (20,470) 16.21
Vested (304,661) 12.75
Unvested at February 2, 2020 183,053 $ 21.34
Granted 627,940 16.94
Forfeited (5,701) 11.86
Vested (149,734) 16.24
Unvested at January 31, 2021 655,558 18.86
Granted 94,985 78.53
Forfeited (42,516) 22.67
Vested (174,694) 19.57
Unvested at January 30, 2022 533,333 $ 28.41

Equity-based compensation expense was approximately $5.9 million, $4.7 million, and $4.9 million for fiscal 2022, 2021, and 2020 respectively. In fiscal 2020, all the
unvested restricted stock units for certain senior executives of the Company that were granted prior to the accelerated vesting trigger, vested according to the accelerated
vesting trigger in their restricted stock unit agreements. The triggering event was the market capitalization of the Company post-IPO, exceeding $300 million for 60
consecutive trading days and the expiration of the lock-up period. This accelerated vesting resulted in equity based compensation in the amount of $2.9 million. In December
2019, the exchange and modification of options that were held at SAC LLC resulted in approximately $313,000 of equity-based compensation expense.

The total unrecognized equity based compensation cost related to unvested stock option and restricted unit awards was approximately $.8 million as of January 30, 2022 and
will be recognized in operations over a weighted average period of 2.11 years.

NOTE 9 - EMPLOYEE BENEFIT PLAN

In February 2017, the Company established the TLC 401(k) Plan (the “401(k) Plan”) with Elective Deferrals beginning May 1, 2017. The 401(k) Plan calls for Elective
Deferral Contributions, Safe Harbor Matching Contributions and Profit Sharing Contributions. All associates of the Company will be eligible to participate in the 401(k) Plan
as of the day of the month which is coincident with or next follows the date on which they attain age 21 and complete 1 month of service. Participants will be able to
contribute up to 100% of their eligible Compensation to the 401(k) Plan subject to limitations with the IRS. The employer contributions to the 401(k) Plan for fiscal 2022,
fiscal 2021, and fiscal 2020 were approximately $0.8 million, $0.5 million, and $0.4 million, respectively.
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NOTE 10 - FINANCING ARRANGEMENTS
CREDIT LINE

On February 6, 2018, the Company established a line of credit with Wells. The line of credit with Wells allows the Company to borrow up to $25.0 million and will mature in
February 2023. Borrowings are limited to 90% of eligible credit card receivables plus 85% of eligible wholesale receivables plus 85% of the net recovery percentage for the
eligible inventory multiplied by the value of such eligible inventory of the Company for the period from December 16 of each year until October 14 of the immediately
following year, with a seasonal increase to 90% of the net recovery percentage for the period from October 15 of each year until December 15 of such year, seasonal advance
rate, minus applicable reserves established by Wells. As of January 30, 2022 and January 31, 2021, the Company’s borrowing availability under the line of credit with Wells
was $22.5 million and $15.9 million respectively. As of January 30, 2022 and January 31, 2021, there were no borrowings outstanding on this line of credit.

Under the line of credit, the Company may elect that the revolving loans bear interest at a rate per annum equal to the base rate plus the applicable margin or the LIBOR rate
plus the applicable margin. The applicable margin is based on tier’s relating to the quarterly average excess availability. The tiers range from 2.00% to 2.25%.

On March 25, 2022, the Company amended the credit agreement to extend the maturity date to March 25, 2024, and among other things, increase the maximum revolver
commitment to $40.0 million, subject to borrowing base and availability restrictions. Availability is based on eligible accounts receivable and inventory. The amended
agreement contains a financial covenant that requires us to maintain undrawn availability under the credit facility of at least 10% of the lesser of (i) the aggregate
commitments in the amount of $40.0 million and (ii) the amounts available under the credit facility based on eligible accounts receivable and inventory.

Under the amended line of credit with Wells, the Company may elect that revolving loans bear interest at either a base rate or a term SOFR based rate, plus, in either case, a
margin determined by reference to our quarterly average excess availability under the line of credit and ranging from 0.50% to 0.75% for borrowings accruing interest at a
base rate and from 1.625% to 1.850% for borrowings accruing interest at term SOFR. Swing line loans will at all times accrue interest at a base rate plus the applicable
margin. The lower margins described above will apply initially and will adjust thereafter from time to time based on the quarterly average excess availability under the line of
credit.

NOTE 11 - SEGMENT INFORMATION
The Company has determined that the Company operates within a single reporting segment. The chief operating decision makers of the Company are the Chief Executive
Officer and the President. The Company’s operating segments are aggregated for financial reporting purposes because they are similar in each of the following areas

including economic characteristics, class of consumer, nature of products and distribution method and products are a singular group of products which make up over 95% of
total sales.
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The Company’s sales by product which are considered one segment are as follows:

Fiscal year ending
January 30, 2022 January 31, 2021 February 2, 2020

Sactionals $ 436,588 $ 271,018 $ 188,436
Sacs 52,478 44,975 39,641
Other 9,173 4,745 5,300

$ 498239 $ 320,738 $ 233,377

NOTE 12 - BARTER ARRANGEMENTS
The Company has a bartering arrangement with a third-party vendor, whereby the Company will provide inventory in exchange for media credits. The Company exchanged
$1.5 million, $3.2 million, and $1.1 million of inventory plus the cost of freight for certain media credits during fiscal 2022, fiscal 2021, and fiscal 2020, respectively.

The Company had $3.4 million and $2.5 million of unused media credits remaining as of January 30, 2022 and January 31, 2021, respectively, which is included in “Prepaid
and other current assets” on the accompanying condensed consolidated balance sheet.

The Company accounts for barter transactions under ASC Topic No. 845 “Nonmonetary Transactions.” Barter transactions with commercial substance are recorded at the
estimated fair value of the products exchanged, unless the products received have a more readily determinable estimated fair value. Revenue associated with barter
transactions is recorded at the time of the exchange of the related assets.
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DESCRIPTION OF REGISTRANT’S SECURITIES REGISTERED PURSUANT TO SECTION 12 OF THE SECURITIES EXCHANGE ACT OF 1934

The following description of our capital stock is intended as a summary only and therefore is not a complete description of our capital stock. This description is based
upon, and is qualified by reference to, our amended and restated certificate of incorporation (the “Amended Certificate”), our amended and restated bylaws (the “Amended
Bylaws”) and applicable provisions of Delaware corporate law. You should read our Amended Certificate and Amended Bylaws, which are filed as exhibits to our Annual
Report on Form 10-K, to which this exhibit is also appended.

Our authorized capital stock consists of 40,000,000 shares of common stock, par value $0.00001 per share, and 10,000,000 shares of preferred stock, par value
$0.00001 per share.

Our common stock is the only class of securities registered under Section 12 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
Common Stock
Voting Rights

The holders of our common stock are entitled to one vote for each share held of record on all matters submitted to a vote of the stockholders, including the election of
directors, and do not have cumulative voting rights.

Dividends

Subiject to limitations under Delaware law and preferences that may be applicable to any then outstanding preferred stock, holders of common stock are entitled to
receive ratably those dividends, if any, as may be declared by our board of directors out of legally available funds.

Liquidation

In the event of any voluntary or involuntary liquidation. dissolution or winding up of our affairs, the holders of our common stock will be entitled to share ratably in
the net assets legally available for distribution to stockholders after the payment of or provision for all of our debts and other liabilities, subject to the prior rights of any
preferred stock then outstanding.

Rights and Preferences

Holders of common stock have no preemptive or conversion rights or other subscription rights and there are no redemption or sinking funds provisions applicable to
the common stock.

Fully Paid and Non-assessable
All outstanding shares of common stock are duly authorized, validly issued, fully paid and non-assessable.
Preferred Stock

Under the terms of our Amended Certificate our board of directors is authorized to direct us to issue shares of preferred stock in one or more series without stockholder
approval. Our board of directors has the discretion to determine the rights. preferences, privileges and restrictions, including voting rights, dividend rights, conversion rights,
redemption privileges and liquidation preferences, of each series of preferred stock.

The purpose of authorizing our board of directors to issue preferred stock and determine its rights and preferences is to eliminate delays associated with a stockholder
vote on specific issuances. The issuance of preferred stock, while providing flexibility in connection with possible acquisitions, future financings and other corporate purposes,
could have the effect of making it more difficult for a third party to acquire, or could discourage a third party from seeking to acquire, a majority of our outstanding voting
stock.

Warrants to Purchase Common Stock
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We have issued and outstanding three series of common stock warrants in connection with prior preferred stock financings: (i) Series A Warrants, as amended, to
purchase 187,704 shares of common stock, (ii) Series A-1 Warrants, as amended, to purchase 350,000 shares of common stock, and (iii) Series A-2 Warrants, as amended, to
purchase 218,225 shares of common stock, (collectively, the “Warrants”). Upon, exercise, the holders of the Warrants can purchase shares of common stock at a price equal to
$16.00 per share.

Each Warrant expires on the earlier of (a) the third (3'%) anniversary of June 29, 2018, (b) the fifth (3") anniversary of the applicable Warrant issue date, or (c) the
occurrence of a deemed liquidation of the Company. The Warrants allow for cashless exercise only in the event that the underlying shares are not registered or qualified for
resale. The Company may force the holders to exercise their Warrant or the Company may redeem each Warrant for a nominal price if, at any time following the one-
year anniversary of the issuance of such Warrant, (i) the Company has been listed on a national securities exchange, (ii) the common stock underlying the warrants have been
registered or qualified for resale or the holders otherwise have the ability to trade the underlying common shares without restriction following a cash exercise, (iii) the 30-
day volume-weighted daily average price of the Company’s common stock exceeds 200% of the exercise price of the Warrants, as equitably adjusted for any stock splits,
dividends or transactions having a similar effect, and (iv) the average daily trading volume is at least 200,000 shares of common stock during the 30-day period prior to the
forced exercise or redemption.

In connection with our IPO, we issued to Roth Capital Partners, LLC, as the representative of the underwriters, a warrant initially exercisable for up to 281,750 shares
of common stock. The warrant is exercisable at a per share price equal to $19.20. The warrant is exercisable at any time, and from time to time, in whole or in part, until the
fifth anniversary of our IPO, in compliance with FINRA Rule 5110(f)(2)(G)(i). The warrant and the shares of common stock underlying the warrant have been deemed
compensation by FINRA and were therefore subject to a 180 day lock-up. Roth Capital Partners, LLC (or its permitted assignees) were not permitted to sell, transfer, assign,
pledge or hypothecate the warrant or the securities underlying the warrant, nor engage in any hedging, short sale, derivative, put, or call transaction that would result in the
effective economic disposition of the warrant or the underlying securities for the period ending on, and including, December 23, 2018. The exercise price and number of shares
of common stock issuable upon exercise of the warrant will be adjusted in certain circumstances, including in the event of a stock dividend, cash dividend or our
recapitalization, reorganization, merger or consolidation.

Anti-Takeover Effects of Delaware Law and Our Amended Certificate and Amended Bylaws

Certain provisions of Delaware law, our Amended Certificate of incorporation and our Amended Bylaws contain provisions that could make the following transactions
more difficult: an acquisition of us by means of a tender offer; a proxy contest; or the removal of our incumbent officers and directors. It is possible that these provisions could
make it more difficult to accomplish or could deter transactions that stockholders may otherwise consider to be in their best interest or in our best interest, including transactions
which provide for payment of a premium over the market price for our shares.

These provisions, summarized below, are intended to discourage coercive takeover practices and inadequate takeover bids. These provisions are also designed to
encourage persons seeking to acquire control of us to first negotiate with our board of directors. We believe that the benefits of the increased protection of our potential ability to
negotiate with the proponent of an unfriendly or unsolicited proposal to acquire or restructure us outweigh the disadvantages of discouraging these proposals because
negotiation of these proposals could result in an improvement of their terms.

Authorized but Unissued Shares

Our authorized but unissued shares of common stock and preferred stock are available for future issuance without stockholder approval. These additional shares may
be utilized for a variety of corporate purposes. including future public offerings to raise additional capital and corporate acquisitions. The existence of authorized but unissued
shares of common stock and preferred stock could render more difficult or discourage an attempt to obtain control of a majority of our common stock by means of a proxy
contest, tender offer, merger or otherwise.

Appointment and Removal of Directors

Our Amended Certificate and our Amended Bylaws provide that any vacancies resulting from death, resignation, disqualification, removal or other causes and newly
created directorships resulting from any increase in the number of directors shall be filled only by the affirmative vote of a majority vote of the directors then in office, unless
the board of directors determines such vacancy shall be filled by stockholders. This provision restricting the filling of vacancies will prevent a stockholder from increasing the
size of our board of directors and gaining control of our board of directors by filling the resulting vacancies with its own nominees. In addition, Amended Certificate and our
Amended Bylaws provide that a member of our board of directors may be removed with or without cause by
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the vote of the holders of a majority of the voting power of all then-outstanding shares of capital stock of the Company entitled to vote generally at an election of directors.
Advance Notice Procedures

Our Amended Certificate and our Amended Bylaws establish an advance notice procedure for stockholder proposals to be brought before an annual meeting of our
stockholders, including proposed nominations of persons for election to the board of directors. Stockholders at an annual meeting will only be able to consider proposals or
nominations specified in the notice of meeting or brought before the meeting by or at the direction of the board of directors or by a stockholder who was a stockholder of record
on the record date for the meeting, who is entitled to vote at the meeting and who has given our Secretary timely written notice, in proper form. of the stockholder’s intention to
bring that business before the meeting. Although our Amended Bylaws do not give the board of directors the power to approve or disapprove stockholder nominations of
candidates or proposals regarding other business to be conducted at a special or annual meeting, our Amended Bylaws may have the effect of precluding the conduct of certain
business at a meeting if the proper procedures are not followed or may discourage or deter a potential acquirer from conducting a solicitation of proxies to elect its own slate of
directors or otherwise attempting to obtain control of the Company.

Delaware Anti-Takeover Statute

We are subiect to Section 203 of the Delaware General Corporation Law (“DGCL”), which prohibits persons deemed to be “interested stockholders” from engaging in
a “business combination” with a publicly held Delaware corporation for three vyears following the date these persons become interested stockholders unless the business
combination is. or the transaction in which the person became an interested stockholder was. approved in a prescribed manner or another prescribed exception applies.
Generally, an “interested stockholder” is a person who, together with affiliates and associates, owns, or within three years prior to the determination of interested stockholder
status did own, 15% or more of a corporation’s voting stock. Generally, a “business combination” includes a merger, asset or stock sale, or other transaction resulting in a
financial benefit to the interested stockholder. The existence of this provision may have an anti-takeover effect with respect to transactions not approved in advance by the board
of directors. A Delaware corporation may “opt out” of these provisions with an express provision in its original certificate of incorporation or an express provision in its
certificate of incorporation or bylaws resulting from a stockholders” amendment approved by at least a majority of the outstanding voting shares. We have not opted out of these
provisions. As a result, mergers or other takeover or change in control attempts of us may be discouraged or prevented.

Limitation on Director’s Liability

Our Amended Certificate and our Amended Bylaws require us to indemnify our directors to the fullest extent permitted by the DGCL. The DGCL permits a
corporation to limit or eliminate a director’s personal liability to the corporation or the holders of its capital stock for breach of duty. This limitation is generally unavailable for
acts or omissions by a director which (i) were in bad faith, (ii) were the result of active and deliberate dishonesty and were material to the cause of action so adiudicated or (iii)
involved a financial profit or other advantage to which such director was not legally entitled. The DGCL also prohibits limitations on director liability for acts or omissions
which result in a violation of a statute prohibiting certain dividend declarations, certain payments to stockholders after dissolution and particular types of loans. We adopted
these limitations on our directors’ personal liability to the Company and our stockholders to the maximum extent permitted under Delaware law. The effect of these provisions
is to eliminate the rights of our Company and our stockholders (through stockholders’ derivative suits on behalf of our Company) to recover monetary damages against a
director for breach of fiduciary duty as a director (including breaches resulting from grossly negligent behavior), except in the situations described above. These provisions do
not limit the liability of directors under the federal securities laws of the United States.

Transfer Agent and Registrar
The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company, LLC.
National Securities Exchange Listing

Our common stock listed on Nasdaq under the symbol “LOVE.”
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AMENDMENT NO. 6 TO CREDIT AGREEMENT

AMENDMENT NO. 6 TO CREDIT AGREEMENT, dated as of March 25, 2022 (this
“Amendment No. 67), is by and among Wells Fargo Bank, National Association, a national banking
association, in its capacity as administrative agent and collateral agent (in such capacity, together with its
successors and assigns, “Agent”) pursuant to the Credit Agreement (as defined below), the parties to the
Credit Agreement from time to time as lenders (individually, each a “Lender” and collectively, “Lenders”),
and The Lovesac Company, a Delaware corporation (the “Lead Borrower,” and together with any other
Person that becomes party hereto as a borrower, individually a “Borrower” and collectively, the
“Borrowers™).

WHEREAS, Agent, Lenders and certain other parties have entered into a senior secured revolving
credit facility pursuant to which Agent and Lenders have made, and may make, loans and advances and
provide other financial accommodations to Borrowers as set forth in the Credit Agreement, dated as of
February 2, 2018, by and among Agent, Lenders, Borrowers and Guarantors, as amended by Amendment
No. 1 to Credit Agreement, dated as of June 28, 2018, Amendment No. 2 to Credit Agreement, dated as of
October 25, 2018, Amendment No. 3 to Credit Agreement dated as of March 26, 2019, Amendment No. 4
to Credit Agreement dated as of April 8, 2020, and Amendment No. 5 to Credit Agreement dated as of May
13, 2021 (the “Credit Agreement”), and the other Loan Documents (as defined therein);

WHEREAS, Lead Borrower has requested that Agent and Lenders agree to certain amendments to
the Credit Agreement including the extension of the Maturity Date, and Agent and Lenders are willing to
agree to such amendments, subject to the terms and conditions contained herein; and

WHEREAS, by the execution and delivery of this Amendment No. 6, Agent, Lenders and Lead
Borrower intend to evidence such amendments;

NOW, THEREFORE, in consideration of the foregoing and the mutual agreements and covenants
contained herein, and other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto agree as follows:

I Definitions. For purposes of this Amendment No. 6, all terms used herein which are not
otherwise defined herein, including but not limited to, those terms used in the recitals hereto, shall have the

respective meanings assigned thereto in the Credit Agreement as amended by this Amendment No. 6.

2. Amendments to Credit Agreement.

2.1 Subject to the satisfaction (or waiver in accordance with Section 10.1 of the Credit
Agreement) of the conditions precedent set forth in Section 3 of this Amendment No. 6, the Credit
Agreement is hereby amended to delete the stricken text (indicated textually in the same manner as the
following example: strieken-text) and to add the double-underlined text (indicated textually in the same
manner as the following example: double-underlined text) as set forth in Exhibit A hereto, and Schedules
2.01, 5.06, 5.09, 5.10, 5.13, 5.17, 5.18, 5.21(a), 5.21(b), 7.01, 7.02, 7.03, 7.09 and 10.2, Exhibit A and
Exhibit A-1 are replaced with the applicable Schedules and Exhibits as set forth in Exhibit B hereto.

22 Subject to the satisfaction (or waiver in accordance with Section 10.1 of the Credit
Agreement) of the conditions precedent set forth in Section 3 of this Amendment No. 6, each of the Lenders
party hereto hereby waives any Default or Event of Default that may have occurred on or prior to the date
of Amendment No.6, directly relating to the filing of the UCC-1 financing statement with the Secretary of
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State of the State of Delaware on February 19, 2020, naming the Lead Borrower as the debtor and
Crossgates Mall General Company Newco, LLC as secured party (the “CrossGates Landlord Lien”),
including, without limitation, any Default or Event of Default that arose under Section 8.01(b) of the Credit
Agreement as a result of such Cross Gates Landlord Lien violating Section 7.01 of the Credit Agreement,
(ii) the failure to deliver a notice of Default or Event of Default pursuant to Section 6.03(a) of the Credit
Agreement with respect to filing of the Crossgates Landlord Lien, and (iii) any and all misrepresentations
made by Lead Borrower prior to the Amendment No. 6 Effective Date that may have resulted due to the
existence of such Crossgates Landlord Lien. For the avoidance of doubt, Agent and Lenders are not waiving
any Default or Event of Default, arising directly or indirectly, as a result of the existence of the Crossgates
Landlord Lien that may arise after the Amendment No. 6 Effective Date.

3 Amendment No. 6 Effective Date; Conditions Precedent to Amendments. The amendments
and waiver set forth in Section 1 shall become effective on and as of the date (the “Amendment No. 6
Effective Date™) on which all of the conditions precedent set forth on Schedule 1 hereto have been satisfied
(or waived in accordance with Section 10.01 of the Credit Agreement).

4, Representations and Warranties. Lead Borrower represents and warrants to Agent and
Lenders as follows, which representations and warranties shall survive the execution and delivery hereof:

4,1 On the date of this Amendment No. 6, immediately after giving effect to this
Amendment No. 6, no Default or Event of Default has occurred and is continuing.

42 This Amendment No. 6 has been duly authorized, executed and delivered by all
necessary corporate action on the part of Lead Borrower and, if necessary, its equity holders and is in full
force and effect on the date hereof, as the case may be, and the agreements and obligations of Lead Borrower
contained herein constitute legal, valid and binding obligations of Lead Borrower, enforceable against it in
accordance with its terms, subject to applicable bankruptey, insolvency, reorganization, moratorium or
other laws affecting creditors’ rights generally and subject to general principles of equity, regardless of
whether considered in a proceeding in equity or at law.

4.3 All of the representations and warranties of Lead Borrower set forth herein and in
each of the other Loan Documents shall be true and correct in all material respects (or, in the case of any
representations and warranties qualified by materiality or Material Adverse Effect, in all respects) on and
as of the date hereof on and immediately after the effectiveness of this Amendment No. 6 and the
transactions contemplated hereby with the same effect as though made on and as of such date, except to the
extent such representations and warranties expressly relate to an earlier date (in which case such
representations and warranties shall be true and correct in all material respects (or, in the case of any
representations and warranties qualified by materiality or Material Adverse Effect, in all respects) as of
such earlier date).

5. Effect of Amendment No. 6. Except as expressly set forth herein, no other amendments,
changes or modifications to the Loan Documents are intended or implied, and in all other respects the Loan
Documents are hereby specifically ratified and confirmed by all parties hereto as of the effective date hereof
and the Loan Parties shall not be entitled to any other or further amendment by virtue of the provisions of
this Amendment No. 6 or with respect to the subject matter of this Amendment No. 6. To the extent of
conflict between the terms of this Amendment No. 6 and the other Loan Documents, the terms of this
Amendment No. 6 shall control. The Credit Agreement and this Amendment No. 6 shall be read and
construed as one agreement. This Amendment No. 6 is a Loan Document.

6. Ratification. Lead Borrower hereby (i) ratifies and reaffirms all of its payment and
performance obligations, contingent or otherwise, under the Credit Agreement and each other Loan
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Document to which it is a party, (ii) ratifies and reaffirms the grant of liens or security interests over its
property pursuant to the Loan Documents and confirms that such liens and security interests continue to
secure the Obligations, (iii) agrees that such ratification and reaffirmation is not a condition to the continued
effectiveness of the Loan Documents and (iv) agrees that neither such ratification and reaffirmation, nor
the Agent’s nor any Lender’s solicitation of such ratification and reaffirmation, constitutes a course of
dealing giving rise to any obligation or condition requiring a similar or any other ratification or reaffirmation
from any party to the Credit Agreement with respect to any amendment, consent or waiver with respect to
the Credit Agreement or any of the other Loan Documents.

1: Governing Law. THIS AMENDMENT NO. 6 SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK WITHOUT
GIVING EFFECT TO THE CONFLICTS OF LAWS PRINCIPLES THEREOF, BUT INCLUDING
SECTION 5-1401 OF THE NEW YORK GENERAL OBLIGATIONS LAW.

8. Jury Trial Waiver. EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO
THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A
TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF
OR RELATING TO THIS AMENDMENT NO. 6 OR THE TRANSACTIONS CONTEMPLATED
HEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY
HERETO (A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER
PERSON HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON
WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER
AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN
INDUCED TO ENTER INTO THIS AMENDMENT NO. 6 BY, AMONG OTHER THINGS, THE
MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.

9. Binding Effect. This Amendment No. 6 shall be binding upon and inure to the benefit of
each of the parties hereto and their respective successors and assigns.

10.  Waiver, Modification, Etc. No provision or term of this Amendment No. 6 may be
modified, altered, waived, discharged or terminated orally or by course of conduct, except in accordance
with the terms of the Credit Agreement.

11.  Entire_Agreement. This Amendment No. 6 represents the entire agreement and
understanding concerning the subject matter hereof among the parties hereto, and supersedes all other prior
agreements, understandings, negotiations and discussions, representations, warranties, commitments,
proposals, offers and contracts concerning the subject matter hereof, whether oral or written.

12, Headings. The headings listed herein are for convenience only and do not constitute
matters to be construed in interpreting this Amendment No. 6.

13.  Counterparts. This Amendment No. 6 may be executed in any number of counterparts,
each of which shall be an original, but all of which taken together shall constitute one and the same
agreement. This Amendment No., 6 may be executed in any number of counterparts, and by different parties
on separate counterparts, each of which, when executed and delivered, shall be deemed to be an original,
and all of which, when taken together, shall constitute but one and the same Agreement. Execution of any
such counterpart may be by means of (a) an electronic signature that complies with the federal Electronic
Signatures in Global and National Commerce Act, state enactments of the Uniform Electronic Transactions
Act, or any other relevant and applicable electronic signatures law; (b) an original manual signature; or (c)
a faxed, scanned, or photocopied manual signature. Each electronic signature or faxed, scanned, or
photocopied manual signature shall for all purposes have the same validity, legal effect, and admissibility
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in evidence as an original manual signature.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment No. 6 to be duly executed
and delivered by their authorized officers as of the day and year first above written.

LEAD BORROWER:
THE LOVESAC COMPANY
By: /s/ Donna Dellomo

Name; Donna Dellomo
Title: EVP+CFO

AGENT AND LENDERS:
WELLS FARGO BANK, NATIONAL ASSOCIATION, as
Agent, L/C Issuer and a Lender

By: /s/ Emily Abrahamson
Name; Emily Abrahamson
Title: Director
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SCHEDULE 1
Conditions Precedent

(a) Agent shall have received each of the following documents, in form and substance
reasonably satisfactory to Agent, duly executed and delivered, and each such document shall be in full force
and effect:

(i) this Amendment No. 6 executed and delivered by duly authorized officers of
the Lead Borrower, the Lenders and the Agent;

(11) the Amendment No. 6 Fee Letter executed and delivered by the Lead Borrower;

(i11) an updated Perfection Certificate executed and delivered by the Lead
Borrower,

(b) a certificate from a secretary or assistant secretary of the Lead Borrower, certifying as
to and attaching (a) its certificate or articles of incorporation, and all amendments thereto, certified as of a recent
date by the Secretary of State (or other similar official) of the jurisdiction of its organization, (b) the Lead
Borrower's bylaws and all amendments thereto, (¢) resolutions duly adopted by the Board of Directors or
equivalent governing body of the Lead Borrower, (d) the incumbency and signatures of the officers or
representatives executing this Amendment No. 6 and the other Loan Documents and (e) the absence of any
pending proceeding for the dissolution or liquidation of such entity or, to the knowledge of such person,
threatening the existence of such entity;

(c) a certificate of good standing of the Lead Borrower from the Secretary of State of the
State of Delaware, dated as of a recent date not more than thirty (30) days prior to the Amendment No. 6
Effective Date;

(d) a certificate of a Responsible Officer of the Lead Borrower, certifying that, as of the
Amendment No. 6 Effective Date, the representations and warranties set forth in Section 4 of this Amendment
No. 6 are true and correct in all material respects (without duplication of any materiality qualifier contained
therein), except to the extent that such representation or warranty expressly relates to an earlier date (in which
event such representation or warranty is true and correct in all material respects (without duplication of any
materiality qualifier contained therein) as of such earlier date);

(¢)  a favorable written opinion of Shearman & Sterling LLP, as counsel for the Lead
Borrower, addressed to the Agent, the Lenders and the L/C Issuer, which shall be in form and substance
reasonably satisfactory to the Agent and covering such customary matters as the Agent shall reasonably request;

(f) the results of a search of the UCC filings (or equivalent filings) made with respect to
the Lead Borrower, in the state of Delaware, together with copies of the financing statements (or similar
documents) disclosed by such search;

(g)  Agent shall have received at least three (3) Business Days prior to the Amendment No.
6 Effective Date all documentation and information as is reasonably requested by Agent, that is required by
regulatory authorities under applicable “know your customer” and anti-money-laundering rules and regulations,
including, without limitation, the PATRIOT Act (including legal organization chart signed by the Lead
Borrower, formation documents and W-9s in each case to the extent not previously received and in any event
as otherwise required), and for the Lead Borrower (only if it qualifies as “legal entity customer” under the
Beneficial Ownership Regulation), a Beneficial Ownership Certificate in relation to the Lead Borrower, in each
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Date; provided, that, in any event, each Lender shall have received required internal FDPA compliance approval;

(h) No material adverse change in the business, property, operations or condition of the
Lead Borrower and its Subsidiaries, taken as a whole, or the validity or enforceability of any of the material
Loan Documents or the rights and remedies of the Agent and Lenders thereunder shall have occurred since
January 31, 2021;

(i) No Default or Event of Default shall exist or have occurred on the Amendment No. 6
Effective Date; and

() Lead Borrower shall have paid, or shall concurrently pay, costs, fees (including all of
the fees referred to in the Amendment No. 6 Fee Letter which are due and payable on the Amendment No. 6
Effective Date).
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Exhibit A
Conformed Credit Agreement

[See attached]
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CREDIT AGREEMENT
Dated as of February 2, 2018
among

THE LOVESAC COMPANY
as the Lead Borrower

'.:I.‘ ‘-Tl : |‘! En.;l ’_:“ 3‘]‘

WELLS FARGO BANK, NATIONAL ASSOCIATION
as Agent, L/C Issuer and Swing Line Lender,

and
The Other Lenders Party Hereto

WELLS FARGO BANK, NATIONAL ASSOCIATION,
as
Sole Lead Arranger and Sole Bookrunner

as amended by

Amendment No. | to Credit Agreement, dated as of June 28, 2018
Amendment No. 2 to Credit Agreement, dated as of October 25, 2018
Amendment No. 3 to Credit Agreement, dated as of March 26, 2019
Amendment No. 4 to Credit Agreement, dated as of April 8, 2020
Amendment No. 5 to Credit Agreement, dated as of May 13, 2021
Amendment No. 6 to Credit Agreement, dated as of March 25, 2022
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EBO-ReteReserved

SOFR Loan Notice

Swing Line Loan Notice
Note

Swing Line Note
Compliance Certificate
Assignment and Assumption
Borrowing Base Certificate
Credit Card Notification






Exhibit 10.2

CREDIT AGREEMENT

This CREDIT AGREEMENT (“Agreement™) is entered into as of February 2, 2018, among The
Lovesac Company, a Delaware corporation (the “Lead Borrower,” and together with any other Person
that becomes party hereto asa borrowcr after the date hcreof mdw:dually a “Borrowcr and coliectively.
the “Borrowers™), S :
with any ether Person that bewmes a party hereto as a guarantor after the date hereof (mdl vidually, a

“Guarantor” and collectively, “Guarantors™), each lender from time to time party hereto (individually, a
“Lender” and collectively, the “Lenders™), Wells Fargo Bank, National Association, as Agent, L/C Issuer
and Swing Line Lender.

The Borrowers have requested that the Lenders provide a revolving credit facility, and the
Lenders have indicated their willingness to lend and the L/C Issuer has indicated its willingness to issue
Letters of Credit, in each case on the terms and conditions set forth herein.

[n consideration of the mutual covenants and agreements herein contained, the parties hereto
covenant and agree as follows:

ARTICLE
DEFINITIONS AND ACCOUNTING TERMS

101 Defined Terms, Asused in this Agreement, the following terms shall have the
meanings set forth below:

amount equal to fifty percent (50%) of the Loan Cap. For purposes of this Agreemem, the occurrence of
an Accelerated Borrowing Base Delivery Event shall be deemed contmymg (i) s0 long as such Event of
¢ i ' ; hereunder, until Availabilit
has ex the amount equal to fifty percent (50%) of the Loan Cap for thirty (30) consecutive calendar
days. in which case an Accelerated Borrowing Base Delivery Event shall no longer be deemed to be
continuing for purposes of this Agreement. The termination of an Accelerated Borrowing Base Delivery

Event as provided herein 5hall in no way limit, waive or dclay thc occurrence Qﬂuww

Borrowing Base Deliv

“Acceptable Document of Title” means, with respect to any Inventory, a tangible, negotiable bill
of lading or other Document (as defined in the UCC) that (a) is issued by a common carrier which is not
an Affiliate of the Approved Foreign Vendor or any Loan Party which is in actual possession of such
[nventory, (b) is issued to the order of a Loan Party or, if so requested by the Agent, to the order of the
Agent, (c) names the Agent as a notify party and bears a conspicuous notation on its face of the Agent’s
security interest therein, (d) is not subject to any Lien (other than in favor of the Agent), and (e) is on
terms otherwise reasonably acceptable to the Agent.

“ACH” means automated clearing house transfers.
“Accommodation Payment” as-definedhas the meaning specified in Section 10.22(d).

“Account” means “accounts” as defined in the UCC, and also means a right to payment of a
monetary obligation, whether or not earned by performance, (a) for property that has been or is to be
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sold, leased, licensed, assigned, or otherwise disposed of, (b) for services rendered or to be rendered, (c)
for a policy of insurance issued or to be issued, (d) for a secondary obligation incurred or to be incurred,
(e) for energy provided or to be provided, (f) for the use or hire of a vessel under a charter or other
contract, (g) arising out of the use of a credit or charge card or information contained on or for use with
the card, or (h) as winnings in a lottery or other game of chance operated or sponsored by a state,
governmental unit of a state, or person licensed or authorized to operate the game by a state or
governmental unit of a state. The term “Account” includes health-care-insurance receivables.

“Acquisition” means, with respect to any Person (a) an investment in, or a purchase of, a
Controlling interest in the Equity Interests of any other Person, (b) a purchase or other acquisition of all
or substantially all of the assets or properties of, another Person or of any business unit, division or line
of business of another Person, (c) any merger or consolidation of such Person with any other Person or
other transaction or series of transactions resulting in the acquisition of all or substantially all of the
assets, or of any business unit, division or line of business of another Person, or a Controlling interest in
the Equity Interests, of any Person, or (d) any acquisition of any Store locations of any Person, in each
case in any transaction or group of transactions which are part of a common plan.

“Administrative Questionnaire” means an
questionnaire in a form supplied by the Agent.

areadministrative

“Affected Financial Institution” means (a) anv EEA Financial nstitution or (b) any UK Financial
Institution.

“Affiliate” means, with respect to any Person, (a) 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, (b) any director, officer, managing member, partner, trustee, or beneficiary of that
Person, (c) any other Person directly or indirectly holding tenpereenttwenty-five (+825%) or more of any
class of the Equity Interests of that Person, and (d) any other Person ten-pereenttwenty-five (1025%) or
more of any class of whose Equity Interests is held directly or indirectly by that Person.

“Agent” means Wells Fargo in its capacity as Agent and collateral agent under any of the Loan
Documents, or any successor thereto.
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“Agent Parties” shatH-havehas the meaning specified in Section 10.02(c).

“Agent Payment Account” means account no. 37235547964503951 of the Agent at Wells Fargo,
or such other account of the Agent as Agent may from time to time designate in writing to the Lead
Borrower as the Agent Payment Account for purposes of this Agreement and the other Loan Documents.

“Agent’s Office” means the Agent’s address and account as set forth on Schedule 10.02, or such
other address or account as the Agent may from time to time notify the Lead Borrower and the Lenders in
writing.

“Aggregate Commitments” means the Commitments of all the Lenders. As of the
ClestrsAmendment No. 6 Effective Date, the Aggregate Commitments are $15:6608:68640,000,000.

“Agreement” meanshas the meaning specified in the preamble of this Eredit Agreement.
“Allocable Amount™ has the meaning specified in Section 10.22(d).

“Amendment No. 1" means Amendment No. | to Credit Agreement by and among Agent, the
Lenders party thereto, Besrewers-and-Guarantorsthe Lead Borrower and SAC Acquisition LLC, as in
effect on the date of execution and delivery thereof and as it may thereafter be amended, modified,
supplemented, extended, renewed, restated or replaced.

“Amendment No. | Effective Date” shall-meanmeans the date on which all conditions precedent
to the effectiveness of Amendment No. | have been satisfied or waived.

“Amendment No. 2” means Amendment No. 2 to Credit Agreement by and among Agent, the
Lenders party thereto, Borrowers and Guarantors, as in effect on the date of execution thereof and as it
may thereafter be amended, modified, supplemented, extended, renewed, restated or replaced.

“Amendment No. 2 Effective Date” shaH-meanmeans the date on which all conditions precedent
to the effectiveness of Amendment No. 2 have been satisfied or waived.

“Amendment No. 3” means Amendment No. 3 to Credit Agreement by and among Agent, the
Lenders party thereto, Borrowers and Guarantors, as in effect on the date of execution thereof and as it
may thereafter be amended, modified, supplemented, extended, renewed, restated or replaced.

“Amendment No. 3 Effective Date” shall mean the date on which all conditions precedent to the
effectiveness of Amendment No. 3 have been satisfied or waived.

“Amendment No. 4" means Amendment No. 4 to Credit Agreement by and among Agent, the
Lenders party thereto, Borrowers and Guarantors, as in effect on the date of execution thereof and as it
may thereafter be amended, modified, supplemented, extended, renewed, restated or replaced.

“Amendment No. 4 Effective Date” means the date on which all conditions precedent to the
effectiveness of Amendment No. 4 have been satisfied or waived.

“Amendment No. 5” means Amendment No. 5 to Credit Agreement by and among Agent, the
Lenders party thereto, and Berrewersthe Lead Borrower, as in effect on the date of execution and
delivery thereof and as it may thereafter be amended, modified, supplemented, extended, renewed,

- --T__-_2a
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“Amendment No. 5 Effective Date” means the date on which all conditions precedent to the
effectiveness of Amendment No. 5 have been satisfied or waived.

I’

‘Amendment No. 6” means Amendment No. 6 to Credit Agreement by and among the Agent. the
ders party thereto. and the Lead Borrower, as in effect on the date of execution and delivery thereof

and as it may thereafter be amended, modified, supplemented, extended, renewed, restated or replaced.

“Amendment No. 6 Effective Date” means the date on which all conditions precedent to the

E. . = E I H ‘1' ] ".ﬁ | “.". |

“Amendment No. 6 Fee Letter” means the Amendment No. 6 Fee Letter, dated as of the date of

lunsdlctlon in Wthl‘I any Loan Partv or any nf1ls Submdlanea or Afﬁhates is located or is doing

business.

“Applicable Commitment Fee Percentage” means thirty-seven and one-half basis points
(0.375%) prior to the Amendment No. 6 Effective Date and thirty basis points (0.30%) at all times
thereafter.

“Applicable Lenders” means the Required Lenders, all affected Lenders, or all Lenders, as the
context may require.

“Applicable Margin” means:

(a) From and after the €lesingAmendment No. 6 Effective Date until the first Adjustment
Date thereafter, the percentages set forth in Level I of the pricing grid below; and

(b) From and after the first Adjustment Date and on each Adjustment Date thereafter, the
Applicable Margin shall be determined from the following pricing grid based upon the MenthlyQuarterly
Average Excess Availability as of the Fiscal Month ended immediately preceding such Adjustment Date;
provided, that, (i) notwithstanding anything to the contrary set forth herein, upon the occurrence of an
Event of Default, the Agent may, and at the direction of the Required Lenders shall, immediately
increase the Applicable Margin to that set forth in Level II (even if the MenthlyQuarterly Average
Excess Availability requirements for a different Level have been met) and interest shall accrue at the
Default Rate and (ii) if any Borrowing Base Certificate is at any time restated or otherwise revised
(including as a result of an audit) or if the information set forth in any Borrowing Base Certificate
otherwise proves to be false or incorrect such that the Applicable Margin would have been higher than
was otherwise in effect during any period, without constituting a waiver of any Default or Event of
Default arising as a result thereof, interest due under this Agreement shall be immediately recalculated at
such higher rate for any applicable periods and shall be due and payable on demand.

Level MenthlyQuarter HBORSOFR Base Rate
ly Average Margin Margin
Excess
Availability
| Greater than




|2—.99%
|
|M
|
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50% of 100%
Aggregate 1.625%
Commitments
the Loan

Cap

Il Less than or
equal to 50% 2:25% 125% 0.75%
of Aggregate 1.85%
the Loan
Cap

“Applicable Percentage” means with respect to any Lender at any time, the percentage (carried
out to the ninth decimal place) of the Aggregate Commitments represented by such Lender’s
Commitment at such time. If the commitment of each Lender to make Loans and the obligation of the
L/C Issuer to make L/C Credit Extensions have been terminated pursuant to Section 8.02 or if the
Aggregate Commitments have expired, then the Applicable Percentage of each Lender shall be
determined based on the Applicable Percentage of such Lender most recently in effect, giving effect to
any subsequent assignments. The initial Applicable Percentage of each Lender is set forth opposite the
name of such Lender on Schedule 2.01 or in the Assignment and Assumption pursuant to which such
Lender becomes a party hereto, as applicable.

“Approved Foreign Vendor” means a Foreign Vendor which (a) is located in any country
acceptable to the Agent in its Permitted Discretion, (b) has received timely payment or performance of all
obligations owed to it by the Loan Parties, (c) has not asserted and has no right to assert any reclamation,
repossession, diversion, stoppage in transit, Lien or title retention rights in respect of such Inventory, and
(d), if so requested by the Agent, has entered into and is in full compliance with the terms of a Foreign
Vendor Agreement (provided, that, as of the date hereof, without limitation of the right of the Agent after
the date hereof to make such request, the Agent has not requested a Foreign Vendor Agreement from any
Foreign Vendor).

“Approved Fund” means any Person (other than a natural person) that is (or will be) engaged in
making, purchasing, holding or otherwise investing in commercial loans and similar extensions of credit
in the ordinary course of its business and that is administered or managed by (a) a Lender, (b) an Affiliate
of a Lender, (c) an entity or an Affiliate of an entity that administers or manages a Lender or (d) the same
investment advisor or an advisor under common control with such Lender, Affiliate or advisor, as
applicable.

“Arranger” means Wells Fargo in its capacity as sole lead arranger and sole book manager.

“Assignee Group” means two or more Eligible Assignees that are Affiliates of one another or
two or more Approved Funds managed by the same investment advisor.

“Assignment and Assumption” means an assignment and assumption entered into by a Lender
and an Eligible Assignee (with the consent of any party whose consent is required by Section 10.06(b)),
and accepted by the Agent, in substantially the form of Exhibit E or any other form approved by the
Agent.
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“Audited Financial Statements” means (i) for purposes of Section 1.03(a), the audited
consolidated balance sheet of the ParentLead Borrower and its Subsidiaries for the Fiscal Year ended
January 31, 2{)21 and the re dted consolidated statements of i mcume or operdnom Shareholdem Equity

and its Subsidiaries for the Fiscal Year ended January 29, 2017 and the related consolidated statements of
income or operations, Shareholders’ Equity and cash flows for such Fiscal Year of the Parent SAC
Acquisition LLC and its Subsidiaries, including the notes thereto.

“ Availability Period” means the period from and including the Closing Date to the earliest of (a)
the Maturity Date, (b) the date of termination of the Aggregate Commitments pursuant to Section 2.06,
and (c) the date of termination of the commitment of each Lender to make Loans and of the obligation of
the L/C Issuer to make L/C Credit Extensions pursuant to Section 8.02.

“ Availability Reserves™ means, without duplication of any other Reserves or items to the extent
such items are otherwise addressed or excluded through eligibility criteria, such reserves as the Agent
from time to time determines in its Permitted Discretion as being appropriate (a) to reflect the
impediments to the Agent’s ability to realize upon the Collateral, (b) to reflect claims and liabilities that
the Agent determines will need to be satisfied in connection with the realization upon the Collateral, (c)
to reflect criteria, events, conditions, contingencies or risks which adversely affect any component of the
Borrowing Base, or the assets, business, financial performance or financial condition of any Loan Party,
or (d) to reflect that a-Befautt-or an Event of Default then exists. Without limiting the generality of the
foregoing, Availability Reserves may include, in the Agent’s Permitted Discretion, but are not limited to,
reserves based on: (i) rent; (ii) customs duties, and other costs to release Inventory which is being
imported into the United States; (iii) outstanding Taxes and other governmental charges, including,
without limitation, ad valorem, real estate, personal property, sales, claims of the PBGC and other Taxes
which may have priority over the interests of the Agent in the Collateral; (iv) salaries, wages and benefits
due to employees of any Borrower, (v) customer credit liabilities consisting of the aggregate remaining
value at such time of (A) outstanding gift certificates and gift cards of the Borrowers entitling the holder
thereof to use all or a portion of the certificate or gift card to pay all or a portion of the purchase price for
any Inventory, (B) outstanding merchandise credits of the Borrowers, and (C) liabilities in connection
with frequent shopping programs of the Borrowers, (vi) deposits made by customers with respect to the
purchase of goods or the performance of services and layaway obligations of the Borrowers, (vii)
reserves for reasonably anticipated changes in the appraised Vatsevalue of Eligible Inventory between
appraisals, (viii) warchousemen’s or bailee’s charges and other Permitted Encumbrances which may have
priority over the interests of the Agent in the Collateral, (ix) Cash Management Reserves, and (xi) Bank
Products Reserves,

“Available Tenor” means, as of any date of determination and with respect to the then-current
Benchmark, as applicable, (a) if such Benchmark is a term rate, any tenor for such Benchmark (or
component thereof) that is or may be used for determining the length of an interest period pursuant to this
Agreement or (b) otherwise, any payment period for interest calculated with reference to such
Benchmark (or component thereof) that is or may be used for determining any frequency of making

payments of interest calculated with reference to such Benchmark, in each case, as of such date and not

mcludmg, for the avmdancc of doubt, any tenor for such Bcnchmark that is then- rcmovcd from Ihe

applicable Resolution Authonty in respect of any liability of an Affected Financial [nstatunon
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“Bail-In Legislation” means, (a) with respect to any EEA Member Country implementing Article

Part | of
the nit Km om B nkm A t 200 amended from nm to t1m and an eth r law. regulation or

: banks mvestmem

ﬁm]s or othcr ﬁnancml 11151 1tut10ns or thc1r afﬁilatcs other than through ll u1dat10r1

insolvency proceedings).

“Bank Products” means any services efor facilities provided to any Loan Party by the Agent or
any of its Affiliates (but excluding Cash Management Services) including, without limitation, on account
of (a) Swap Contracts, (b) merchant services constituting a line of credit, (c) leasing, (d) Factored
Receivables, and (¢) supply chain finance services including, without limitation, trade payable services
and supplier accounts receivable purchases.

“Bank Product Reserves”™ means such reserves as the Agent from time to time determines in its
Permitted Discretion as being appropriate to reflect the liabilities and obligations of the Loan Parties with
respect to Bank Products then provided or outstanding.

“Base Rate” means, for any day, a fluctuating rate per annum equal to the highest of (a) the
Floor. (b) the Federal Funds Rate-as in effect from-time-te-time;on such day plus ene-hat-ofone-pereent
(0:3015%), (b)-the-Adjusted-L1BO-Rate-plus-one-pereent-(1:00%)-orc) Term SOFR for a one month tenor
in cffcct on such da}f, ,t_?t’us ]%, providcd thdt this clause !c; shall not be ap_glicablc during any p_criod i

%H&Fm%based—ww&ne&s—iaeﬁeﬁ—mewdmgone of Wells Fa.rgo s eests-&né—éesﬁed—m&wn—genem
eeenmmeen%en&and—eﬂ*eﬁaeﬁem—and—mme&we#efeﬂe&p&ﬁ#base rates (not necessarlly the

pnemﬁ—%melhmc loans,

wambhe making reference thereto and is evidenced by the recording thereof after its announcement efin
such ehangeinternal publications as Wells Fargo may designate in writing.

“Base Rate Loan™ means a Loan that bears interest based on the Base Rate.

“Benchmark™ means, initially, the Term SOFR Reference Rate; provided that if a Benchmark
Transition Event has occurred with respect to the Term SOFR Reference Rate or the then-current
Benchmark, then “Benchmark™ means the applicable Benchmark Replacement to the extent that such
Benchmark Replacement has replaced such prior Benchmark in accordance with Section 3.03(b)(1).

“Benchmark chlaccmcnt means, with respect to any Benchmark Transition Event for any

or recommendalmn of a replacement benchmark rate or the mechanism for determining such a rate by the

Relevant Governmental Body or (ii) any evolving or then-prevailing market convention for determining a
benchmark rate as a replacement for such Benchmark for Dollar-denominated syndicated credit facilities

and (b) the related Benchmark Replacement Adjustment; provided that if such Benchmark Replacement

as so determined would be less than the Floor, such Benchmark Replacement shall be deemed to be the

Floor for the purposes of this Agreement and the other Loan Dggumentq
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“Benchmark Replacement Adjustment” means, with respect to any replacement of the
then-current Benchmark with an Unadjusted Benchmark Replacement for any applicable Available
Tenor, the spread adjustment, or method for calculating or determining such spread adjustment, (which
may bea positive or negative value or zero) that has been selected by the Agent and the Lead Borrower
giving due consideration to (a) any selection or recommendation of a spread adjustment, or method for
calculating or determining such spread adjustment, for the replacement of such Benchmark with the
applicable Unadjusted Benchmark Replacement by the Relevant Governmental Body or (b) any evolving
or then-prevailing market convention for determining a spread adjustment, or method for calculating or
determining such spread adjustment, for the replacement of such Benchmark with the applicable

Unadjusted Benchmark Replacement for Dollar-denominated syndicated credit facilities.

to the then-current Benchmark:

(a) in thc case of clausc {a) or (b) of the dctlmtlon 01 “Bcnchmark Transition Evcnt "the Jater
(ii) the

gig;g on whlgh the gﬂmm;g}ramr of such Benchmark (or thg published component !|§§g in the
calculation thereof) permanently or indefinitely ceases to provide all Available Tenors of such

Benchmark (or such component thereof); or

(b) in the case of clause (c) of the definition of “Benchmark Transition Event.” the first date

on which such Benchmark (or the published compcnent used in the ca]culation thereof) has been

( or such comnonem thereoﬂ to be non- repre%entatwe provided, that such non- renresematwenesq
will termin reference to the m nt statement or publication referenced in such

clause (c) and even if any Available Tenor of such Benchmark (or such component thereof)

continues to be provided on such date;

For the avoidance of doubt, the “Benchmark Replacement Date” will be deemed to have occurred in the
[ TN s a w. ] T 2 2
events set forth therein with respect to all then-current Available Tenors of such Benchmark (or the

such Benchmark (or the published component used in the calculation thereof) announcing that
such administrator has ceased or will cease {0 prowde all Avallable Tenors of such Benchmark {or

(b) lic statement or publication of information by the regulat ipervisor for th
administrator of such Benchmark (or the published component used in the calculation thereof), the

ERB. the Federal Reserve Bank of New York. an insolvency official with jurisdiction over the
admlmstrator for such Bcnchmark (or such componcnt) a rcsolutlon .';u.lthcnrlg,r w1th Mlﬁ;d.lﬂlﬂﬂ

lven lution authority over the administrator for such Benchmark (or such component),
whlch states thal the administrator of such Benchmark (or such component) has ceased or will cease
to provide all Available Tenors of such Benchmark (or such component
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thereof) permanently or indefinitely. provided that. at the time of such statement or publication.
| " : i hat il - i ilable T ™

(c) a_public s ent_or publication of in ion b regulatory § isor_for th
administrator of such Benchmark (or the published component used in the calculation thereof)

announcing that all Available Tenors of such Benchmark (or such component thereof) are not, or
as of a specified future date will not be, representative.

with respect
to any Benchmark if a public statement or publication of information set forth above has occurred with

respect to each then-current Available Tenor of such Benchmark (or the published component used in the

calculation thereof),

be

Benchmark Transition Start Date” means. in the case of a Benchmark Transition Event, the earlier
of (a) the applicable Benchmark Replacement Date and (b) if such Benchmark Transition Event is a public
statement or publication of information of a prospective event, the 90th day prior to the expected date of
such event as of such public statement or publication of information (or if the ex ate of such
prospective event is fewer than 90 days after such statement or publication, the date of such statement or
publication).

" . aqe . e

period (if any) (x) beginning at the time that a Benchmark Replacement Date with respect to such
Benchmark pursuant to clauses (a) or f that definition has occurred if. at such time. no Benchmark
Replacement has replaced such Benchmark for all purposes hereunder and under any Loan Document in
accordance with Section 3.03(b) and (y) ending at the time that a Benchmark Replacement has replaced
such Benchmark for all purposes hereunder and under any Loan Document in accordance with Section

3.03(b).

“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.

“BHC Act Affiliate” of a party means an “affiliate” (as such term is defined under. and
interpreted in accordance with, 12 U.S.C. 1841(k)) of such party.

“Borrower Materials” has the meaning specified in Section 6.02.

paragraph-heretopreamble of this Agreement.

“Borrowing” means a Committed Borrowing or a Swing Line Borrowing, as the context may
require.

“Borrowing Base” means, at any time of calculation, an amount equal to:
(a) ninety percent (90%) multiplied by the Eligible Credit Card Receivables; plus

(b) eighty-five percent (85%) of the Eligible Wholesale Receivables (provided, that, in no
event will the aggregate amount of Eligible Wholesale Receivables included in the Borrowing Base at

L ormAn



any time exceed twenty percent (ZU%) of the Loan Lap); plus




Exhibit 10.2

(c) eighty-five percent (85%) of the Net Recovery Percentage of Eligible Inventory
multiplied by the Cost of such Eligible Inventory for the period from December 16 of each year until
October 14 of the immediately following year, which percentage shall increase to ninety percent (90%)
of the Net Recovery Percentage for the period from October 15 of each year until December 15 of such
year (provided, that, in no event will the aggregate amount of Eligible Inventory consisting of
work-in-process that are sac liners and duffels included in the Borrowing Base at any time exceed ten
percent (10%) of the amount of Eligible Inventory, excluding such Eligible Inventory consisting of (i)
work-in-process and (ii) Eligible In-Transit Inventory); minus

(d) Reserves.

“Borrowing Base Certificate™ means a certificate substantially in the form of Exhibit F hereto
(with such changes therein as may be required by the Agent to reflect the components of and reserves
against the Borrowing Base as provided for hereunder from time to time), executed and certified as
accurate and complete by a Responsible Officer of the Lead Borrower, which shall include appropriate
exhibits, schedules, supporting documentation, and additional reports as reasonably requested by the
Agent.

“Business” means the business engaged in by Borrowers on the Closing Amendment No, 6
Effective Date and similar, ancillary or related businesses.

“Business Day” means any day ether-thanthat is not a Saturday, Sunday or other day on which
commercial banks are authorized o close under the Laws of) o are in fact closed an, the state where the

Reservé Bank of New York is closed.

“Capital Expenditures” means, with respect to any Person for any period, (a) all expenditures
made (whether made in the form of cash or other property) or costs incurred for the acquisition or
improvement of fixed or capital assets of such Person (excluding normal replacements and maintenance
which are properly charged to current operations), in each case that are (or should be) set forth as capital
expenditures in a Consolidated statement of cash flows of such Person for such period, in each case
prepared in accordance with GAAP, and (b) Capital Lease Obligations incurred by a Person during such
period.

“Capital Lease Obligations™ means, with respect to any Person for any period, the obligations of
such Person to pay rent or other amounts under any 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 liabilities on a balance sheet of such Person under GAAP and the amount of which
obligations shall be the capitalized amount thereof determined in accordance with GAAP.

“Cash Collateral Account™ means a non-interest bearing account established by one or more of
the Loan Parties with Wells Fargo, and in the name of, the Agent (or as the Agent shall otherwise direct)

is required to be madedeposited in accordance with Section 2.03(k) or 8.02(c).

“Cash Collateralize” has the meaning specified in Section 2.03(k). Derivatives of such term have
corresponding meanings.

“Cash Dominion Event” means either (i) the occurrence and continuance of any Event of
Default, or (ii) the failure of the Borrowers to maintain Excess Availability of at least the amount equal
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to thirty-five percent (35%) of the Loan Cap. for three (3) consecutive Business Days. For purposes of

this Agreement, the occurrence of a Cash Dominion Event shall be deemed continuing (i) so long as such

Event of Defdull haa not been cured ur wdned andfur (ii) if the Cash Dominion Event arises as a result

has exceeded the amount equal to thirtv-five percent (35%) of the Loan Cap for thirtv (30) consecutive
Business Days, in which case a Cash Dominion Event shall no longer be deemed to be continuing for
purposes of this Agreement. The termination of a Cash Dominion Event as provided herein shall in no
wdv Iimit waive or delav the occurrence of a subsequent Cash Dominion Event in the event that the

“Cash Equivalents” means (a) readily marketable obligations issued or directly and fully
guaranteed or insured by the United States of America or any agency or instrumentality thereof having
maturities of not more than three hundred sixty (360) days from the date of acquisition thereof; provided,
that, the full faith and credit of the United States of America is pledged in support thereof; (b)
commercial paper issued by any Person organized under the laws of any state of the United States of
America and rated at least “Prime-1"" (or the then equivalent grade) by Moody’s or at least “A-17 (or the
then equivalent grade) by S&P, in each case with maturities of not more than one hundred eighty (180)
days from the date of acquisition thereof; (c) time deposits with, or insured certificates of deposit or
bankers’ acceptances of, any commercial bank that (i) (A) is a Lender or (B) is organized under the laws
of the United States of America, any state thereof or the District of Columbia or is the principal banking
subsidiary of a bank holding company organized under the laws of the United States of America, any
state thereof or the District of Columbia, and is a member of the Federal Reserve System, (ii) issues (or
the parent of which issues) commercial paper rated as described in clause (c) of this definition and (iii)
has combined capital and surplus of at least $1,000,000,000, in each case with maturities of not more
than one hundred eighty (180) days from the date of acquisition thereof; (d) fully collateralized
repurchase agreements with a term of not more than thirty (30) days for securities described in clause (a)
above (without regard to the limitation on maturity contained in such clause) and entered into with a
financial institution satisfying the criteria described in clause (c) above or with any primary dealer and
having a market value at the time that such repurchase agreement is entered into of not less than one
hundred percent (100%) of the repurchase obligation of such counterparty entity with whom such
repurchase agreement has been entered into; (e) Investments, classified in accordance with GAAP as
current assets of the Loan Parties, in any money market fund, mutual fund, or other investment
companies that are registered under the Investment Company Act of 1940, as amended, which are
administered by financial institutions that have the highest rating obtainable from either Moody's or
S&P, and which invest solely in one or more of the types of securities described in clauses (a) through

(d) above.

“Cash Management Bank” means-each-banlwith-whem Depesit-Accounts-are-maintained-in
W#MW&MWMWWWWM

hereefand * Cac.]_'n Management Bank‘; hawe - meanings specifie ed in Section 6.13(a).

“Cash Management Reserves “ means such reserves as the Agent, from time to time, determines
in its Permitted Discretion as being appropriate to reflect the reasonably anticipated liabilities and
obligations of the Loan Parties with respect to Cash Management Services then provided or outstanding.

“Cash Management Services” means any cash management services or facilities provided to any
Loan Party by the Agent or any of its Affiliates, including, without limitation: (a) ACH transactions, (b)
controlled disbursement services, treasury, depository, overdraft, and electronic funds transfer services,



(c) credit or debit cards, (d) credit card pfaces_sing services, and (e) purchase cards.
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“CERCLA” means the Comprehensive Environmental Response, Compensation, and Liability
Act, 42 US.C. § 9601 et seq.

“CERCLIS” means the Comprehensive Environmental Response, Compensation, and Liability
Information System maintained by the United States Environmental Protection Agency.

“CFC” means a Person that is a controlled foreign corporation under Section 957 of the Code.

“Change in Law™ means the occurrence, after the date of this Agreement, of any of the
following: (a) the adoption or taking effect of any law, rule, regulation or treaty, (b) any change in any
law, rule, regulation or treaty or in the administration, interpretation or application thereof by any
Governmental Authority, or (c) the making or issuance of any request, guideline or directive (whether or
not having the force of law) by any Governmental Authority; provided that notwithstanding anything
herein to the contrary, (ix) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all
requests, rules, guidelines or directives thereunder or issued in connection therewith and (iy) all
requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel
Committee on Banking Supervision (or any successor or similar authority) or the United States or foreign
regulatory authorities, in each case pursuant to Basel 111, shall in each case be deemed to be a “Change in
Law”, regardless of the date enacted, adopted or issued.

“Change of Control” means an event or series of events by which:

(a) (b)atany-time-aftera-Qualifying PO, any “person” or “group” (as such terms are used
in Sections 13(d) and 14(d) of the Securities Exchange Act of 1934, but excluding any employee benefit
plan of such person or its subsidiaries, and any person or entity acting in its capacity as trustee, agent or
other fiduciary or administrator of any such plan),-etherthan-the Spenser; becomes the “beneficial
owner” (as defined in Rules 13d-3 and 13d-5 under the Securities Exchange Act of 1934, except that a
person or group shall be deemed to have “beneficial ownership” of all securities that such person or
group has the right to acquire, whether such right is exercisable immediately or only after the passage of
time (such right, an “option right™)), directly or indirectly, of thirty-five percent (35%) or more of the
Equity Interests of the-ParentLcad Borrower entitled to vote for members of the board of directors or
equivalent governing body of the-ParentLead Borrower on a fully-diluted basis (and taking into account
all such Equity Interests that such “person” or “group” has the right to acquire pursuant to any option
right); or

(b) fe} during any period of twelve (12) consecutive months, a majority of the members of
the board of directors or other equivalent governing body of the-ParentLead Borrower cease to be
composed of individuals (i) who were members of that board or equivalent governing body on the first
day of such period, (ii) whose election or nomination to that board or equivalent governing body was
approved by individuals referred to in clause (i) above constituting at the time of such election or
nomination at least a majority of that board or equivalent governing body or (iii) whose election or
nomination to that board or other equivalent governing body was approved by individuals referred to in
clauses (i) and (ii) above constituting at the time of such election or nomination at least a majority of that
board or equivalent governing body; or
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(c) ¢ any “change in control” or “sale” or “disposition” or similar event as defined in any
document governing Material Indebtedness of any Loan Party; or

(d) fertheParentLead Borrower fails at any time to own, directly or indirectly, one hundred
percent (100%) of the Equity Interests of each other Loan Party free and clear of all Liens (other than the
Liens in favor of the Agent), except where such failure is as a result of a transaction permitted by the
Loan Documents.

“Closing Date” means the first date all the conditions precedent in Section 4.01 are satisfied or
waived in accordance with Section 10.01,

“Code” means the Internal Revenue Code of 1986, and the regulations promulgated thereunder,
as amended and in effect.

“Collateral” means any and all “Collateral” as defined in any applicable Security Document and
all other property that is or is intended under the terms of the Security Documents to be subject to Liens
in favor of the Agent.

“Collateral Access Agreement” means an agreement reasonably satisfactory in form and
substance to the Agent executed and delivered by (a) a bailee or other Person in possession of Collateral,
and (b) any landlord of Real Estate leased by any Loan Party where books and records or Collateral
included in the Borrowing Base is located.

“Collection Account” means any Deposit Account of a Loan Party that at any time receives, or is
otherwise established for the purpose of receiving, payments in respect of Credit Card Receivables,
Accounts or other proceeds of any Collateral, including, without limitation, the Deposit Accounts

designated as Collection Accounts in Schedule 5.21(a).

“Commercial Letter of Credit” means any Letter of Credit issued for the purpose of providing the
primary payment mechanism in connection with the purchase of any materials, goods or services by a
Loan Party in the ordinary course of business of such Loan Party.

“Commercial Letter of Credit Agreement” means the Commeretal-betterof-Credit
entcommercial letter of credit agreement relating to the issuance of a Commercial Letter of
Credit in substantially the form from time to time in use by the L/C Issuer.

“Commitment” means, as to each Lender, its obligation to (a) make Committed Loans to the
Borrowers pursuant to Section 2.01, (b) purchase participations in L/C Obligations, and (c) purchase
participations in Swing Line Loans, in an aggregate principal amount at any one time outstanding not to
exceed the amount set forth opposite such Lender’s name on Schedule 2.01 or in the Assignment and
Assumption pursuant to which such Lender becomes a party hereto, as applicable, as such amount may
be adjusted from time to time in accordance with this Agreement.

“Committed Borrowing” means a borrowing consisting of simultaneous Committed Loans of the
same Type and, in the case of HBO-RateSOFR Loans, having the same Interest Period made by each of
the Lenders pursuant to Section 2.01.

L

“Committed Loan” has the meaning specified in Section 2.01(a).

fiem 1" T 1 PR a - 1. T 1 AL imTT A o oA



“Lommodity kxchange Act” means the Commodity kxchange Act (/ U.5.L. § | et seq.), as
amended from time to time, and any successor statute.
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“Compliance Certificate” means a certificate substantially in the form of Exhibit D.

“Concentration Account” means any Deposit Account of a Loan Party that at any time receives,
or is otherwise established for the purpose of receiving, payments from other Collection Accounts,
including, without limitation, the Deposit Accounts designated as Concentration Accounts in Schedule

5.21(a).

“Conforming Changes” means, with respect to either the use or administration of Term SOFR or
the use, administration, adoption or implementation of any Benchmark Replacement, any technical,
administrative or operational changes (including changes to the definition of “Base Rate.” the definition
of “Business Day,” the definition of “U.S. Government Securities Business Day,” the definition of
“Interest Period” or any similar or analogous definition (or the addition of a concept of “interest period™),
timing and frequency of determining rates and making payments of interest, timing of borrowing requests
or prepayment, conversion or continuation notices, the applicability and length of lookback periods, the
applicability of Section 3.05 and other technical, administrative or operational matters) that the Agent
decides may be appropriate to reflect the adoption and implementation of any such rate or to permit the
use and administration thereof by the Agent in a manner substantially consistent with market practice (or,
if the Agent decides that adoption of any portion of such market practice is not administratively feasible

or if the Agent determines that no market practice for the administration of any such rate exists, in such
other manner of administration as the Agent decides is reasonably necessary in connection with the

administration of this Agreement and the other Loan Documents).

“Consent” means actual consent given by a Lender from whom such consent is sought; or the
passage of seven (7) Business Days from receipt of written notice to a Lender from the Agent of a
proposed course of action to be followed by the Agent without such Lender’s giving the Agent written
notice of that Lender’s objection to such course of action.

“Consolidated” means, when used to modify a financial term, test, statement, or report of a
Person, the application or preparation of such term, test, statement or report (as applicable) based upon
the consolidation, in accordance with GAAP, of the financial condition or operating results of such
Person and its Subsidiaries.

“Contractual Obligation” means, as to any Person, any provision of any agreement, instrument or
other undertaking to which such Person is a party or by which it or any of its property is bound.

“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.

“Control Agreement” means with respect to a Deposit Account or a Securities Account
established by a Loan Party, an agreement, in form and substance reasonably satisfactory to the Agent,
establishing control, pursuant to Section 9-104 of the UCC or other applicable section of the UCC, of
such account by the Agent and which provides for such other rights with respect thereto as the Agent
may reasonably require.
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“Cost” means the lower of cost or market value of Inventory, based upon the Borrowers’
accounting practices, known to the Agent, which practices are in effect on the Closing Date as such
calculated cost is determined from invoices received by the Borrowers, the Borrowers’ purchase journals
or the Borrowers’ stock ledger. “Cost™ does not include inventory capitalization costs or other
non-purchase price charges (such as freight) used in the Borrowers’ calculation of cost of goods sold.

“Covered Entity” means any of the following:
La.) n e Vi
12CFR. § 252.82(b);

Ul) n te g
12 C.F.R. § 47.3(b); or

(c) a “covered FSI1” as that term is defined in, and interpreted in accordance with, 12

CER, § 382.2(h).

“Covered Party” has the meaning specified in Section 10,27,

“Credit Card Agreements™ means all agreements now or hereafter entered into by any Borrower
or any Guarantor for the benefit of any Borrower, in each case with any Credit Card Issuer or any Credit
Card Processor, including, but not limited to, the agreements set forth on Schedule 5.21(b) hereto.

“Credit Card Issuer” shat-sreanmeans any persenPerson (other than a Borrower or other Loan
Party) who issues or whose members issue credit cards, including, without limitation, MasterCard or
VISA bank credit or debit cards or other bank credit or debit cards issued through MasterCard
International, Inc., Visa, U.S.A., Inc. or Visa International and American Express, Discover, Diners Club,
Carte Blanche and other non-bank credit or debit cards, including, without limitation, credit or debit
cards issued by or through American Express Travel Related Services Company, Inc., and Novus
Services, Inc. and other issuers approved by the Agent.

“Credit Card Processor” shall-meanmeans any servicing or processing agent or any factor or
financial intermediary who facilitates, services, processes or manages the credit authorization, billing
transfer and/or payment procedures with respect to any Borrower’s sales transactions involving credit
card or debit card purchases by customers using credit cards or debit cards issued by any Credit Card
Issuer.

“Credit Card Notification” means a notification and acknowledgement substantially in the form
of Exhibit G, which has been executed on behalf of the applicable Loan Party and delivered to the
applicable Credit Card Issuer or Credit Card Processor (with evidence of such delivery received by
Agent),

“Credit Card Receivables™ means each “payment intangible” (as defined in the UCC) together
with all income, payments and proceeds thereof, owed by a Credit Card Issuer or Credit Card Processor
to a Loan Party resulting from charges by a customer of a Loan Party on credit or debit cards issued by
such Credit Card Issuer in connection with the sale of goods by a Loan Party, or services performed by a
Loan Party, in each case in the ordinary course of its business.

“Credit Extensions” meanmeans each of the following: (a) a Borrowing and (b) an L/C Credit
Extension.
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“Credit Party” or “Credit Parties” means (a) mdmduai}y, (l} each Lender and 1ts Atf liates, {11)
the Agcnt (m) each UC Issucr (iv) thc Arrangcr (v) each

Obligations under thls Agreement and th the olher Loan Documents are owmg, and vn] the successors and
assigns of each of the foregoing, and (b) collectively, all of the foregoing.

“Credit Party Expenses” means, without limitation, (a) all reasonable and documented
out-of-pocket expenses actually incurred by the Agent and its Affiliates in connection with this
Agreement and the other Loan Documents, including without limitation (i) the reasonable and
documcntcd out OI-pOchl fccs chdrgcs and dlsburscmcnta of (A) counsel for the Agent (etherthan-prier

: seb, (B) outside consultants for the
Agent, (C) appralqerq (D) commerecial finance exammanons and (E) all such out-of-pocket expenses
incurred during any workout, restructuring or negotiations in respect of the Obligations, (ii) in connection
with (A) the syndication of the credit faetlitiesfacility provided for herein, (B) the preparation,
negotiation, administration, management, execution and delivery of this Agreement and the other Loan
Documents or any amendments, modifications or waivers of the provisions thereof (whether or not the
transactions contemplated hereby or thereby shall be consummated), (C) the enforcement or protection of
their rights in connection with this Agreement or the Loan Documents or efforts to preserve, protect,
collect, or enforce the Collateral, or (D) any workout, restructuring or negotiations in respect of any
Obligations, and (ii1) all customary fees and charges (as adjusted from time to time) of the Agent with
respect to the disbursement of funds (or the receipt of funds) to or for the account of Borrowers (whether
by wire transfer or otherwise), together with any reasonable and documented out-of-pocket costs and
expenses incurred in connection therewith, and (b) with respect to the L/C Issuer, and its Affiliates, all
reasonable and documented out-of-pocket expenses actually incurred in connection with the issuance,
amendment, renewal or extension of any Letter of Credit or any demand for payment thereunder; and (c)
all reasonable and documented out-of-pocket expenses incurred by the Credit Parties who are not the
Agent, the L/C Issuer or any Affiliate of any of them, after the occurrence and during the continuance of
an Event of Default;; provided that such Credit Parties shall be entitled to reimbursement for no more
than one counsel representing all such Credit Parties (absent a conflict of interest in which case the
Credit Parties may engage and be reimbursed for additional counsel).

“Debtor Relief Laws™ means the Bankruptcy Code of the United States, and all other liquidation,
conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement,
receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or other
applicable jurisdictions from time to time in effect and affecting the rights of creditors generally.

“Default” means any event or condition that constitutes an Event of Default or that, with the
giving of any notice, the passage of time, or both, would be an Event of Default.

“Default Rate” means (a) when used with respect to Obligations other than Letter of Credit Fees,
an interest rate cqudl to (i) the Base Rate plus (i) thc Applicable Mdrgin. if any, applicable to Base Rate
Loan, the Defau]t Rate shall be an interest rate equal to lhe mterest rate (including any Apphuabie
Margin) otherwise applicable to such Loan plus two percent (2%) per annum, and (b) when used with
respect to Letter of Credit Fees, a rate equal to the Applicable Margin for EHBO-RateSOFR Loans for
Standby Letters of Credit or Commercial Letters of Credit, as applicable, plus two percent (2% ) per
annum.

“Default Right™ has the meaning assigned to that term in. and shall be interpreted in accordance
with, 12 C.F.R. §§ 252.81, 47.2 or 382.1, as applicable.
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“Defaulting Lender” means any Lender that (a) has failed to fund any amounts required to be
funded by it under this Agreement within one (1) Business Day of the date that it is required to do so
under this Agreement (including the failure to make available to the Agent amounts required pursuant to
a Settlement or to make a required payment in connection with a Letter of Credit Disbursement), (b)
notified the Borrowers, the Agent, or any Lender in writing that it does not intend to comply with all or
any portion of its funding obligations under this Agreement, (c) has made a public statement to the effect
that it does not intend to comply with its funding obligations under the Agreement or under other
agreements generally (as reasonably determined by the Agent) under which it has committed to extend
credit, (d) failed, within one (1) Business Day after written request by the Agent, to confirm that it will
comply with the terms of the Agreement relating to its obligations to fund any amounts required to be
funded by it under the Agreement, (e) otherwise failed to pay over to the Agent or any other Lender any
other amount required to be paid by it under the Agreement within one (1) Business Day of the date that
it is required to do so under the Agreement, or (f) (i) becomes or is insolvent or has a parent company
that has become or is insolvent or (ii) becomes the subject of a bankruptey or insolvency proceeding, or
has had a receiver, conservator, trustee, or custodian or appointed for it, or has taken any action in
furtherance of, or indicating its consent to, approval of or acquiescence in any such proceeding or
appointment or has a parent company that has become the subject of a bankruptcy or insolvency
proceeding, or has had a receiver, conservator, trustee, or custodian appointed for it, or has taken any
action in furtherance of, or indicating its consent to, approval of or acquiescence in any such proceeding
or appointment, or (iii) becomes the subject of a Bail-in Action or has a parent company that has become
the subject of a Bail-in Action.

“Defaulting Lender Rate” means (a) for the first three (3) days from and after the date the
relevant payment is due, the Base Rate, and (b) thereafter, the interest rate then applicable to Committed
Loans that are Base Rate Loans (inclusive of the Applicable Margin applicable thereto).

“Deposit Account” means each checking, savings or other demand deposit account maintained by
any of the Loan Parties. All funds in each Deposit Account shall be conclusively presumed to be
Collateral and proceeds of Collateral and the Agent and the Lenders shall have no duty to inquire as to
the source of the amounts on deposit in any Deposit Account.

“Disposition” or “Dispose™ means the sale, transfer, license, lease or other disposition (including
any sale and leaseback transaction and any sale, transfer, license or other disposition of (whether in one
transaction or in a series of transactions) of any property (including, without limitation, any Equity
Interests other than the Equity Interests of the Lead Borrower) by any Person (or the granting of any
option or other right to do any of the foregoing), including any sale, assignment, transfer or other
disposal, with or without recourse, of any notes or accounts receivable or any rights and claims
associated therewith and including any transaction described in this definition that is consummated

divided limited liability companies pursuant to a *

of division.”

“Disqualified Stock™ means any Equity Interest that, by its terms (or by the terms of any security
into which it is convertible, or for which it is exchangeable, in each case at the option of the holder
thereof), or upon the happening of any event, matures or is mandatorily redeemable, pursuant to a sinking
fund obligation or otherwise, or redeemable at the option of the holder thereof, in whole or in part, on or
prior to the date that is ninety-one (91) days after the date on which the Loans mature; provided,
however, that (i) only the portion of such Equity Interests which so matures or is mandatorily
redeemable, is so convertible or exchangeable or is so redeemable at the option of the holder thereof
prior to such date shall be deemed to be Disqualified Stock and (i) with respect to any Equity Interests
issued to any employee or to any plan for the benefit of employees of the Lead Borrower or its
Subsidiaries or by any such plan to such emplovees, such Equity Interest shall not constitute Disqualified
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Stock solely because it may be required to be repurchased by the Lead Borrower or one of its
Subsidiaries in order to satisfy applicable statutory or regulatory obligations or as a result of such
employee’s termination, resignation, death or disability and if any class of Equity Interest of such Person
that by its terms authorizes such Person to satisfy its obligations thereunder by delivery of an Equity
Interest that is not Disqualified Stock, such Equity Interests shall not be deemed to be Disqualified Stock.
Notwithstanding the preceding sentence, any Equity Interest that would constitute Disqualified Stock
solely because the holders thereof have the right to require a Loan Party to repurchase such Equity
Interest upon the occurrence of a change of control or an asset sale shall not constitute Disqualified
Stock. The amount of Disqualified Stock deemed to be outstanding at any time for purposes of this
Agreement will be the maximum amount that the Lead Borrower and its Subsidiaries may become
obligated to pay upon maturity of, or pursuant to any mandatory redemption provisions of, such
Disqualified Stock or portion thereof, plus accrued dividends.

“Dollars™ and “S” mean lawful money of the United States.

“Drawing Document” means any Letter of Credit or other document presented for purposes of
drawing under any Letter of Credit.

“EEA Financial Institution” means (a) any credit institution or investment firm established in any
EEA Member Country which is subject to the supervision of an EEA Resolution Authority, (b) any entity
established in an EEA Member Country which is a parent of an institution described in clause (a) of this
definition, or (c) any financial institution established in an EEA Member Country which is a subsidiary

of an institution described in clause (a) or (b) of this definition and is subject to consolidated supervision

with its parent.

“EEA Member Country” means any of the member states of the European Union, Iceland,
Liechtenstein, and Norway.

responsibility for the resolution of any EEA Financial Institution.

“Eligible Assignee” means (a) a Credit Party or any of its Affiliates; (b) a bank, insurance
company, or company engaged in the business of making commercial loans, which Person, together with
its Affiliates, has a combined capital and surplus in excess of $250,000,000; (¢) an Approved Fund; (d)
any Person to whom a Credit Party assigns its rights and obligations under this Agreement as part of an
assignment and transfer of such Credit Party’s rights in and to a material portion of such Credit Party’s
portfolio of asset based credit facilities, and (¢) any other Person (other than a natural person) approved
by (i) the Agent, the L/C Issuer and the Swing Line Lender, and (ii) unless a-Pefauti-or an Event of
Default has occurred and is continuing, the Lead Borrower (each such approval not to be unreasonably
withheld or delayed); provided that notwithstanding the foregoing, “Eligible Assignee” shall not include
a Loan Party or any of the Loan Parties’ Affiliates or Subsidiaries.

“Eligible Credit Card Receivables” means at the time of any determination thereof, each Credit
Card Receivable that satisfies the criteria set forth below at the time of creation and continues to meet the
same at the time of such determination, as determined by the Agent in its Permitted Discretion. Without
limiting the foregoing, to qualify as an Eligible Credit Card Receivable, such Credit Card Receivable
shall indicate no Person other than a Borrower as payee or remittance party. In determining the amount
to be so included, the face amount of a Credit Card Receivable shall be reduced by, without duplication,
to the extent not reflected in such face amount, (i) the amount of all accrued and actual discounts, claims,
credits or credits pending, promotional program allowances, price adjustments, finance charges or other
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allowances (including any amount that a Borrower may be obligated to rebate to a customer, a Credit
Card Issuer or Credit Card Processor pursuant to the terms of any agreement or understanding (written or
oral)) and (i) the aggregate amount of all cash received in respect of such Credit Card Receivable but not
yet applied by the Loan Parties to reduce the amount of such Credit Card Receivable. Except as
otherwise agreed by the Agent, any Credit Card Receivable included within any of the following
categories shall not constitute an Eligible Credit Card Receivable:

(a) Credit Card Receivables which do not constitute a “payment intangible” (as defined in

the UCC);

(b) Credit Card Receivables that have been outstanding for more than five (5) Business
Days from the date of sale;

(c) Credit Card Receivables (i) that are not subject to a perfected first-priority security
interest in favor of the Agent, or (ii) with respect to which a Borrower does not have good, valid and
marketable title thereto, free and clear of any Lien (other than Liens granted to the Agent pursuant to the
Security Documents);

(d) Credit Card Receivables which are disputed, are with recourse, or with respect to which
a claim, counterclaim, offset or chargeback has been asserted (to the extent of such claim, counterclaim,
offset or chargeback);

(e) Credit Card Receivables as to which the Credit Card Issuer or Credit Card Processor has
the right under certain circumstances to require a Loan Party to repurchase the Credit Card Receivables
from such Credit Card Issuer or Credit Card Processor;

(f) Credit Card Receivables due from a Credit Card Issuer or Credit Card Processor which
is the subject of any bankruptcy or insolvency proceedings;

(g) Credit Card Receivables which are not a valid, legally enforceable obligation of the
applicable Credit Card Issuer or Credit Card Processor with respect thereto;

(h) Credit Card Receivables which do not conform to all representations, warranties or
other provisions in the Loan Documents relating to Credit Card Receivables; or

(1) Credit Card Receivables which the Agent determines in its Permitted Discretion to be
uncertain of collection or which do not meet such other reasonable eligibility criteria for Credit Card
Receivables as the Agent may determine.

“Eligible In-Transit Inventory” means, as of any date of determination thereof, without
duplication of other Eligible Inventory, In-Transit [nventory:

(a) which has been shipped from a foreign location for receipt by a Borrower, but which
has not yet been delivered to such Borrower, which In-Transit Inventory has been in transit for forty-five
(45) days or less from the date of shipment of such Inventory;

(b) for which the purchase order is in the name of a Borrower and title and risk of loss has
passed to such Borrower;

(¢) for which an Acceptable Document of Title has been issued, and in each case as to
which the Agent has control (as defined in the UCC) over the documents of title which evidence

-



ownership of the subject Inventory (and mcluding, 1t requested by the Agent, the receipt by Agent of an
executed Freight Forwarder Agreement);
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(d) which is insured to the reasonable satisfaction of the Agent (including, without
limitation, pursuant to marine cargo insurance);

(e) the Foreign Vendor with respect to such In-Transit Inventory is an Approved Foreign
Vendor; and

(f)  which otherwise would constitute Eligible Inventory;

Provided, that, the Agent may, in its Permitted Discretion, exclude any particular Inventory from
the definition of “Eligible In-Transit [nventory” in the event the Agent determines that such Inventory is
subject to any Person’s right of reclamation, repudiation, stoppage in transit or any event has occurred or
is reasonably anticipated by the Agent to arise which may otherwise adversely impact the ability of the
Agent to realize upon such Inventory.

“Eligible Inventory” means, as of the date of determination thereof, without duplication, items of
Inventory of a Borrower that are finished goods, merchantable and readily saleable to the public in the
ordinary course of such Borrower’s business or work-in-process consisting of sac liners and duffels and
in each case deemed by the Agent in its Permitted Discretion to be eligible for inclusion in the
calculation of the Borrowing Base, and except as otherwise agreed by the Agent, (A) complies with each
of the representations and warranties respecting Inventory made by the Borrowers in the Loan
Documents, and (B) is not excluded as ineligible by virtue of one or more of the criteria set forth below
as determined by the Agent in its Permitted Discretion. Except as otherwise agreed by the Agent, in its
Permitted Discretion, the following items of Inventory shall not be included in Eligible Inventory:

(a) Inventory that is not solely owned by a Borrower or a Borrower does not have good and
valid title thereto;

(b) Inventory that is leased by or is on consignment to a Borrower or which is consigned by
a Borrower to a Person which is not a Loan Party;

(c) Inventory (other than Eligible In-Transit Inventory) that is not located in the United
States of America (excluding territories or possessions of the United States);

(d) Inventory that is not located at a location that is owned or leased by a Borrower, except
(i) Inventory located in the United States of America that is in transit between such owned or leased
locations, including such Inventory in transit from a distribution center to a retail store, (ii) Eligible
In-Transit Inventory or (iii) Inventory on consignment at a location owned and operated by another
Person to the extent that the Borrowers have furnished the Agent with (A) any UCC financing statements
and other documents that the Agent may determine to be necessary to perfect its security interest in such
Inventory at such location or to establish the priority of its security interest with respect thereto, and (B) a
Collateral Access Agreement executed and delivered by the Person owning and operating any such
location on terms reasonably acceptable to the Agent (and in any event including a Collateral Access
Agreement by Amalgamate Processing, Inc.);

(e) Inventory that is located in a distribution center or warehouse leased by a Borrower
unless (i) the applicable lessor has delivered to the Agent a Collateral Access Agreement or (ii) a Reserve
based on amounts payable with respect to such location has been established by the Agent;

(f) Inventory that is comprised of goods which (i) are damaged, defective, “seconds,” or
otherwise unmerchantable, (ii) are to be returned to the vendor, (iii) are obsolete or slow moving, or
custom items, work-in-process, raw materials, or that constitute samples, spare parts, promotional,
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marketing, labels, bags and other packaging and shipping materials or supplies used or consumed in a
Borrower’s business, (iv) are seasonal in nature and which have been packed away for sale in the
subsequent season, (v) not in compliance with all standards imposed by any Governmental Authority
having regulatory authority over such Inventory, its use or sale, or (vi) are bill and hold goods;

(g) Inventory that is not subject to a perfected first-priority security interest in favor of the
Agent;

(h) Inventory that is not insured in compliance with the provisions of Section 5.10 hereof;

(i) Inventory that has been sold but not yet delivered or as to which a Borrower has
accepted a deposit (except in the case of Inventory as to which a Borrower has accepted a deposit, to the
extent that Reserves have been established in respect of such deposit);

(j) Inventory that is subject to any licensing, patent, royalty, trademark, trade name or
copyright agreement with any third party from which any Borrower or any of its Subsidiaries has
received notice of a dispute in respect of any such agreement; or

(k) Inventory acquired in a Permitted Acquisition or which is not of the type usually sold in
the ordinary course of the Borrowers” business, unless and until the Agent has completed or received (i)
an appraisal of such Inventory from appraisers reasonably satisfactory to the Agent and establishes any
Reserves (if applicable) therefor, and otherwise agrees that such Inventory shall be deemed Eligible
Inventory, and (ii) such other due diligence as the Agent may require, all of the results of the foregoing to
be reasonably satisfactory to the Agent.

“Eligible Wholesale Receivables” means Accounts deemed by the Agent in its Permitted
Discretion to be eligible for inclusion in the calculation of the Borrowing Base arising from the sale of
the Inventory of a Borrower (other than Credit Card Receivables) that satisfies the criteria set forth
herein at the time of creation and continues to meet the same at the time of such determination, and in
each case is acceptable to the Agent in its Permitted Discretion, and is not ineligible for inclusion in the
calculation of the Borrowing Base pursuant to any of clauses (a) through (s) below as determined by the
Agent in its Permitted Discretion. Without limiting the foregoing, to qualify as an Eligible Wholesale
Receivable, an Account shall indicate no Person other than a Borrower as payee or remittance party. In
determining the amount to be so included, the face amount of an Account shall be reduced by, without
duplication, to the extent not reflected in such face amount, (i) the amount of all accrued and actual
discounts, claims, credits or credits pending, promotional program allowances, price adjustments, finance
charges or other allowances (including any amount that a Borrower may be obligated to rebate to a
customer pursuant to the terms of any agreement or understanding (written or oral)) and (ii) the aggregate
amount of all cash received in respect of such Account but not yet applied by the Borrowers to reduce the
amount of such Eligible Wholesale Receivable. Except as otherwise agreed by the Agent, any Account
included within any of the following categories shall not constitute an Eligible Wholesale Receivable:

(a) Accounts that are not evidenced by an invoice;

(b) Accounts that have been outstanding for more than thirty (30) days from the date of sale
or for such other period as the Agent may determine after the Closing Date, based on the receipt by the
Agent of satisfactory reporting of Accounts of Borrowers pursuant to a field examination with respect to
the Accounts of Borrowers after the Closing Date;

(¢) Accounts due from any account debtor which is obligated on any accounts described in
clause (b) above;
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(d) Accounts owed by an account debtor and/or its Affiliates that together exceed ten
percent (10%) of the amount of all Accounts at any one time (except in the case of Accounts owed by
Summit Retail Solutions Inc. for which such percentage shall be higher as of the Closing Date and
thereafter, subject to reduction by the Agent from time to time upon notice to the Lead Borrower), but the
portion of the Accounts of an account debtor and/or its Affiliates not in excess of the applicable
percentage of the amount of all Accounts that otherwise constitute Eligible Wholesale Receivables shall
be deemed Eligible Wholesale Receivables;

(¢) Accounts (i) that are not subject to a perfected first-priority security interest in favor of
the Agent, or (ii) with respect to which a Borrower does not have good, valid and marketable title thereto,
free and clear of any Lien (other than Liens granted to the Agent pursuant to the Security Documents);

(f)  Accounts which are disputed or with respect to which a claim, counterclaim, offset or
chargeback has been asserted, but only to the extent of such dispute, counterclaim, offset or chargeback;

(g) Accounts which arise out of any sale made not in the ordinary course of business, made
on a basis other than upon credit terms usual to the business of the Borrowers or are not payable in
Dollars;

(h) Accounts which are owed by any account debtor whose principal place of business is
not within the continental United States;

(1) Accounts which are owed by any Affiliate or any employee of a Loan Party;

(j) Accounts for which all consents, approvals or authorizations of, or registrations or
declarations with any Governmental Authority required to be obtained, effected or given in connection
with the performance of such Account by the account debtor or in connection with the enforcement of
such Account by the Agent have been duly obtained, effected or given and are in full force and effect;

(k) Accounts due from an account debtor which is the subject of any bankruptcy or
insolvency proceeding, has had a trustee or receiver appointed for all or a substantial part of its property,
has made an assignment for the benefit of creditors or has suspended its business;

(I) Accounts due from any Governmental Authority except to the extent that the subject
account debtor is the federal government of the United States of America and has complied with the
Federal Assignment of Claims Act of 1940 and any similar state legislation;

(m) Accounts (i) owing from any Person that is also a supplier to or creditor of a Loan Party
or any of its Subsidiaries unless such Person has waived any right of setoff in a manner reasonably
acceptable to the Agent or (ii) representing any manufacturer’s or supplier’s credits, discounts, incentive
plans or similar arrangements entitling a Loan Party or any of its Subsidiaries to discounts on future
purchase therefrom;

(n) Accounts arising out of sales on a bill-and-hold, guaranteed sale, sale-or-return, sale on
approval or consignment basis or subject to any right of return, set off or charge back;

(0) Accounts arising out of sales to account debtors outside the United States unless such
Accounts are fully backed by an irrevocable letter of credit on terms, and issued by a financial institution,
acceptable to the Agent and such irrevocable letter of credit is in the possession of, and drawable by, the
Agent;
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(p) Accounts payable other than in Dollars or that are otherwise on terms other than those
normal and customary in the Loan Parties” business;

(q) Accounts evidenced by a promissory note or other instrument;
(r) Accounts consisting of amounts due from vendors as rebates or allowances;

(s) Accounts which are in excess of the credit limit for such account debtor established by
the Loan Parties in the ordinary course of business and consistent with past practices;

(t) Accounts which include extended payment terms (datings) beyond those generally
furnished to other account debtors in the ordinary course of business;

(u) Accounts with respect to which the Account Debtor is a Sanctioned Person or
Sanctioned Entity; or

(v) Accounts which the Agent determines in its Permitted Discretion to be unacceptable for
borrowing.

“Environmental Laws”™ means any and all Federal, state, local, and foreign statutes, laws,
regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises,
licenses, agreements or governmental restrictions relating to pollution and the protection of the
environment or the release of any materials into the environment, including those related to hazardous
substances or wastes, air emissions and discharges to waste or public systems.

“Environmental Liability” means any liability, obligation, damage, loss, claim, action, suit,
judgment, order, fine, penalty, fee, expense, or cost, contingent or otherwise (including any liability for
damages, costs of environmental remediation, fines, penalties or indemnities), of any Borrower, any other
Loan Party or any of their respective Subsidiaries directly or indirectly resulting from or based upon (a)
violation of any Environmental Law, (b) the generation, use, handling, transportation, storage, treatment
or disposal or presence of any Hazardous Materials, (¢) exposure to any Hazardous Materials, (d) the
release or threatened release of any Hazardous Materials into the environment or (e) any contract,
agreement or other consensual arrangement pursuant to which liability is assumed or imposed with
respect to any of the foregoing.

“Equipment” has the meaning set forth in the UCC.

“Equity Interests” means, with respect to any Person, all of the shares of capital stock of (or other
ownership or profit interests in) such Person, all of the warrants, options or other rights for the purchase
or acquisition from such Person of shares of capital stock of (or other ownership or profit interests in)
such Person, all of the securities convertible into or exchangeable for shares of capital stock of (or other
ownership or profit interests in) such Person or warrants, rights or options for the purchase or acquisition
from such Person of such shares (or such other interests), and all of the other ownership or profit
interests in such Person (including partnership, member or trust interests therein), whether voting or
nonvoting, and whether or not such shares, warrants, options, rights or other interests are outstanding on
any date of determination,

“ERISA” means the Employee Retirement Income Security Act of 1974.
“ERISA Affiliate” means any trade or business (whether or not incorporated) under common

control with any Loan Party within the meaning of Section 414(b) or (c) of the Code (and Sections



414(m) and (o) ot the Code tor purposes of provisions relating to Section 412 and 49/1 ot the Code).
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“ERISA Event” means (a) a Reportable Event with respect to a Pension Plan; (b) a withdrawal by
any Loan Party or any ERISA Affiliate from a Pension Plan subject to Section 4063 of ERISA during a
plan year in which it was a substantial employer (as defined in Section 4001(a)(2) of ERISA) ora
cessation of operations that is treated as such a withdrawal under Section 4062(e) of ERISA; (c) a
complete or partial withdrawal by any Loan Party or any ERISA Affiliate from a Multiemployer Plan or
notification to the Lead Borrower or any ERISA Affiliate that a Multiemployer Plan is in reorganization;
(d) the filing of a notice of intent to terminate, the treatment of a plan amendment as a termination of a
Pension Plan or a Multiemployer Plan under Sections 4041 or 4041A of ERISA, or the commencement
of proceedings by the PBGC to terminate a Pension Plan or Multiemployer Plan; (e) an event or
condition which constitutes grounds under Section 4042 of ERISA for the termination of, or the
appointment of a trustee to administer, any Pension Plan or Multiemployer Plan; (f) the imposition of any
liability under Title IV of ERISA, other than for PBGC premiums due but not delinquent under Section
4007 of ERISA, upon the Lead Borrower or any ERISA Affiliate; or (g) the determination that any
Pension Plan is considered to be an “at-risk™ plan, or that any Multiemployer Plan is considered to be in
“endangered” or “critical” status within the meaning of Sections 430, 431 and 432 of the Code or
Sections 303, 304 or 305 of ERISA.

“Erroneous Payment™ has the meaning specified therefor in Section 10.28(a).

“Erroneous Payment Deficiency Assignment” has the meaning specified therefor in Section
10,28,

“Erroneous Payment Impacted Loans™ has the meaning specified therefor in Section 10.28(d).

“Erroneous Payment Return Deficiency” has the meaning specified therefor in Section 10.28(d).

“EU Bail-In Legislation Schedule” means the EU Bail-In Legislation Schedule published by th

Loan Market Association (or any successor person), as in effect from time to time.

“Event of Default” has the meaning specified in Section 8.01. An Event of Default shall be
deemed to be continuing unless and until that Event of Default has been cured or duly waived as
provided in Section 10.03 hereof.

“Excess Availability” means, as of any date of determination thereof by the Agent, the result of:
(a) the Loan Cap, minus (b) the aggregate unpaid balance of Credit Extensions.

“Excluded Accounts” means (a) Deposit Accounts that are specifically and exclusively used for
payroll, payroll taxes and other employee wage and benefit payments to or for the benefit of any Loan
Party’s salaried employees, (b) Deposit Accounts that are specifically and exclusively used for paying
taxes, including sales taxes, (¢) Deposit Accounts used for cash collateral pursuant to clauses (c) and (d)
of the definition “Permitted Encumbrances”, (d) Deposit Accounts for which the aggregate balance does
not exceed $150,000 at any time outstanding, and (e) Deposit Accounts that are zero balance accounts so
that no funds are maintained in such accounts for more than one (1) Business Day.

“Excluded Swap Obligation” means, with respect to any GuaranterLoan Party, any Swap
Obligation if, and to the extent that, all or a portion of the Guarantee of such GuaranterLoan Party of, or
the grant by such GuarantorLoan Party of a security interest to secure, such Swap Obligation (or any
Guarantee thereof) is or becomes illegal under the Commodity Exchange Act or any rule, regulation or
order of the Commodity Futures Trading Commission (or the application or official interpretation of any
thereof) by virtue of such Guarantor’s failure for any reason to constitute an “eligible contract
participant” as defined in the Commodity Exchange Act and the regulations thereunder at the time the
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Guarantee of such GuaranterLoan Party or the grant of such security interest becomes effective with
respect to such Swap Obligation. If a Swap Obligation arises under a master agreement governing more
than one swap, such exclusion shall apply only to the portion of such Swap Obligation that is attributable
to swaps for which such Guarantee or security interest is or becomes illegal,

“Excluded Taxes™ means, with respect to the Agent, any Lender, the L/C Issuer or any other
recipient of any payment to be made by or on account of any obligation of the Loan Parties hereunder, (a)
taxes imposed on or measured by its overall net income (however denominated), and franchise taxes, in
gach case, (1) imposed on it (in lieu of net income taxes), by the jurisdiction (or any political subdivision
thereof) under the laws of which such recipient is organized or in which its principal office is located or,
in the case of any Lender, in which its applicable Lending Office is located or (ii) tha thaz are. cher
by any other }urlsdlctmn in which any Loan Parry is located, (c) in the case of a Forexgn Lender (c—ther
than an assignee pursuant to a request by the Lead Borrower under Section 10.13), any withholding tax
that is imposed on amounts payable to such Foreign Lender at the time such Foreign Lender becomes a
party hereto (or designates a new Lending Office) or is attributable to such Foreign Lender’s failure or
inability (other than as a result of a Change in Law) to comply with Section 3.01(e), except to the extent
that such Foreign Lender (or its assignor, if any) was entitled, at the time of designation of a new
Lending Office (or assignment), to receive additional amounts from the Loan Parties with respect to such
withholding tax pursuant to Section 3.01(a), (d) any U.S. federal, state or local backup withholding tax,
and (e) any U.S. federal withholding tax imposed under FATCA.

“Executive Order” has the meaning set-forthspecified in Section 10.18.

“Existing Credit Agreement” means the Loan and Security Agreement, dated as of May 14, 2014,
between Siena Lending Group LLC, as Lender, and SAC Acquisition LLC, as assumed by the Lead
Borrower and as amended from time to time prior to the date hereof.

“Extraordinary Receipt” means any cash received by or paid to or for the account of any Person
not in the ordinary course of business, including tax refunds, pension plan reversions, proceeds of
insurance (other than proceeds of business interruption insurance to the extent such proceeds constitute
compensation for lost earnings), condemnation awards (and payments in lieu thereof), indemnity
payments and any purchase price adjustments.

“Facility Guaranty” means the Guaranty made by the Guarantors in favor of the Agent and the
other Credit Parties, in form reasonably satisfactory to the Agent, as the same now exists or may
hereafter be executed, delivered, amended, modified, supplemented, renewed, restated or replaced.

“FATCA” means Sections 1471 through 1474 of the HRECode, as of the date of this Agreement
(or any amended or successor version that is substantively comparable and not materially more onerous
to wmply with) :md any eurrent or future regu at:ons or oﬁimal mterpretatlons thereof. dng.__@grecmentu,.

practices adopted pursuant to any intergovernmental agreement, treaty or convention among
Governmental Authorities and implementing such Sections of the Code.

“Factored Receivables” means any Accounts originally owed or owing by a Loan Party to
another Person which have been purchased by or factored with Wells Fargo or any of its Affiliates
pursuant to a factoring arrangement or otherwise with the Person that sold the goods or rendered the
services to the Loan Party which gave rise to such Account.
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“Federal Funds Rate” means, for any dayperiod, hea fluctuating interest rate per annum equal to,
for each day during such period, the weighted average of the rates on overnight Federal funds

transactions with members of the Federal Reserve System arranged-by-Federal-funds-brokers-on-sueh
d:w a8 publmhed on thg next §!l§;g§§gmg Bg;gmg;; ay by the Federal Reserve Bank of New York fmhe

hrcc chcral ﬁmds brokers of recognized standing selected by the Agent |and lf ang such rate is bclow
zero, then the rate determined pursuant to this definition shall be deemed to be zero for purposes of this

Agreement).

“Fee Letter” means the letteragreementdated-ofeven-dateherewithameng the Lead Borrower;
theAgentand-the Arranger-Amendment No. 6 Fee Letter, as the same now exists or may hereafier be
amended, modified, supplemented, renewed, restated or replaced.

“Fiscal Month™ means any fiscal month of any Fiscal Year, which month shall generally end on
the Sunday closest to the last day of each calendar month in accordance with the fiscal accounting
calendar of the Loan Parties.

“Fiscal Quarter” means any fiscal quarter of any Fiscal Year, which quarters shall generally end
on the Sunday closest to the last day of each of April, July, October and January of such Fiscal Year in
accordance with the fiscal accounting calendar of the Loan Parties.

“Fiscal Year” means any period of twelve (12) consecutive months ending on the Sunday closest
to January 31 of any calendar year.

“Floor” means a rate of interest equal to 0%

“Foreign Lender” means any Lender that is organized under the laws of a jurisdiction other than
that in which the Lead Borrower is resident for tax purposes. For purposes of this definition, the United
States, each State thereof and the District of Columbia shall be deemed to constitute a single jurisdiction.

“Foreign Vendor” means a Person that sells In-Transit Inventory to a Borrower.

“Foreign Vendor Agreement” means an agreement between a Foreign Vendor and the Agent in
form and substance reasonably satisfactory to the Agent and pursuant to which, among other things, the
parties shall agree upon their relative rights with respect to In-Transit Inventory of a Borrower purchased
from such Foreign Vendor.

“FRB™ means the Board of Governors of the Federal Reserve System of the United States,

“Freight Forwarder Agreement” means an agreement, in form and substance reasonably
satisfactory to Agent, among a Borrower, a Freight Forwarder or other carrier, and the Agent, in which
the Freight Forwarder acknowledges that it has control over and holds the documents evidencing



ownership of the subject Inventory for the benehit of the Agent and agrees, upon notice trom the Agent,
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to hold and dispose of the subject Inventory solely as directed by the Agent and providing for such other
rights with respect thereto as Agent may reasonably require.

“Freight Forwarders™ means the persons as may be selected by any Borrower who are reasonably
acceptable to the Agent to handle the receipt of Inventory within the United States of America and/or to
clear Inventory through the Bureau of Customs and Border Protection (formerly the Customs Service) or
other domestic or foreign export control authorities or otherwise perform port of entry services to process
Inventory imported by the Borrowers and the Guarantors from outside the United States of America; each
sometimes being referred to herein individually as a “Freight Forwarder”.

“GAAP” means generally accepted accounting principles in the United States 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
such other principles as may be approved by a significant segment of the accounting profession in the
United States, that are applicable to the circumstances as of the date of determination, consistently
applied.

“Governmental Authority” means the government of the United States or any other nation, or of
any political subdivision thereof, whether state or local, and any agency, authority, instrumentality,
regulatory body, court, central bank or other entity exercising executive, legislative, judicial, taxing,
regulatory or administrative powers or functions of or pertaining to government (including any
supra-national bodies such as the European Union or the European Central Bank).

“Guarantee” means, as to any Person, (a) any obligation, contingent or otherwise, of such Person
guaranteeing or having the economic effect of guaranteeing any Indebtedness or other obligation payable
or performable by another Person (the “primary obligor”) in any manner, whether directly or indirectly,
and including any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or
supply funds for the purchase or payment of) such Indebtedness or other obligation, (ii) to purchase or
lease property, securities or services for the purpose of assuring the obligee in respect of such
Indebtedness or other obligation of the payment or performance of such Indebtedness or other obligation,
(iii) to maintain working capital, equity capital or any other financial statement condition or liquidity or
level of income or cash flow of the primary obligor so as to enable the primary obligor to pay such
Indebtedness or other obligation, or (iv) entered into for the purpose of assuring in any other manner the
obligee in respect of such Indebtedness or other obligation of the payment or performance thereof or to
protect such obligee against loss in respect thereof (in whole or in part), or (b) any Lien on any assets of
such Person securing any Indebtedness or other obligation of any other Person, whether or not such
Indebtedness or other obligation is assumed by such Person (or any right, contingent or otherwise, of any
holder of such Indebtedness to obtain any such Lien). The amount of any Guarantee shall be deemed to
be an amount equal to the stated or determinable amount of the related primary obligation, or portion
thereof, in respect of which such Guarantee is made or, if not stated or determinable, the maximum
reasonably anticipated liability in respect thereof as determined by the guaranteeing Person in good faith.
The term “Guarantee™ as a verb has a corresponding meaning.

“Guarantor” means the-Parent-and cach Subsidiary of the-ParentLead Borrower that shall be
required to execute and deliver a Facility Guaranty pursuant to Section 6.12.

“Hazardous Materials” means all explosive or radioactive substances or wastes and all
hazardous or toxic substances, wastes or other pollutants, including petroleum or petroleum distillates,
asbestos or asbestos-containing materials, polychlorinated biphenyls, radon gas, infectious or medical
wastes and all other substances or wastes of any nature regulated pursuant to any Environmental Law.
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“Indebtedness™ means, as to any Person at a particular time, without duplication, all of the
following, whether or not included as indebtedness or liabilities in accordance with GAAP:

(a) all obligations of such Person for borrowed money and all obligations of such Person
evidenced by bonds, debentures, notes, loan agreements or other similar instruments;

(b) the maximum amount of all direct or contingent obligations of such Person arising
under letters of credit (including standby and commercial), bankers’ acceptances, bank guaranties, surety
bonds and similar instruments;

(c) net obligations of such Person under any Swap Contract;

(d) all obligations of such Person to pay the deferred purchase price of property or services
(other than trade accounts payable in the ordinary course of business and, in each case, not past due for
more than sixty (60) days after the date on which such trade account payable was created);

(e) indebtedness (excluding prepaid interest thereon) secured by a Lien on property owned
or being purchased by such Person (including indebtedness arising under conditional sales or other title
retention agreements), whether or not such indebtedness shall have been assumed by such Person or is
limited in recourse;

(f) indebtedness of such Person (i) in respect of any Capital Lease Obligations of any
Person, the capitalized amount thereof that would appear on a balance sheet of such Person prepared as
of such date in accordance with GAAP, and (b) in respect of any Synthetic Lease Obligations, the
capitalized amount of the remaining lease or similar payments under the relevant lease or other
applicable agreement or instrument that would appear on a balance sheet of such Person prepared as of
such date in accordance with GAAP if such lease, agreement or instrument were accounted for as a
capital lease;

(g) all obligations of such Person to purchase, redeem, retire, defease or otherwise make
any payment in respect of any Equity Interest in such Person or any other Person (including, without
limitation, Disqualified Stock, or any warrant, right or option to acquire such Equity Interest, valued, in
the case of a redeemable preferred interest, at the greater of its voluntary or involuntary liquidation
preference plus accrued and unpaid dividends; and

(h) all Guarantees of such Person in respect of any of the foregoing,

For all purposes hereof, the Indebtedness of any Person shall include the Indebtedness of any
partnership or joint venture (other than a joint venture that is itself a corporation or limited liability
company) in which such Person is a general partner or a joint venturer, unless such Indebtedness is
expressly made non-recourse to such Person. The amount of any net obligation under any Swap Contract
on any date shall be deemed to be the Swap Termination Value thereof as of such date.

“Indemnified Taxes” means Taxes other than Excluded Taxes.

“IndemniteesIndemnitee™ has the meaning specified in Section 10.04(b).

“Information™ has the meaning specified in Section 10.07.

“Intellectual Property” means all present and future: trade secrets, know-how and other
proprietary information; trademarks, trademark applications, internet domain names, service marks, trade



dress, trade names, business names, designs, 10gos, slogans (and all translations, adaptations, derivations
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and combinations of the foregoing) indicia and other source and/or business identifiers, and all
registrations or applications for registrations which have heretofore been or may hereafter be issued
thereon throughout the world; copyrights and copyright applications; (including copyrights for computer
programs) and all tangible and intangible property embodying the copyrights, unpatented inventions
(whether or not patentable); patents and patent applications; industrial design applications and registered
industrial designs; license agreements related to any of the foregoing and income therefrom; books,
customer lists, records, writings, computer tapes or disks, flow diagrams, specification sheets, computer
software, source codes, object codes, executable code, data, databases and other physical manifestations,
embodiments or incorporations of any of the foregoing; all other intellectual property; and all common
law and other rights throughout the world in and to all of the foregoing.

“Intercreditor Provisions™ has the meaning specified in Section 8.01(q).

“Intellectual Property Security Agreements™ means the Trademark Security Agreement and
Patent Security Agreement, each dated as of the Closing Date, among the Loan Parties and the Agent,
granting a Lien in the Intellectual Property and certain other assets of the Loan Parties, as the same now
exists or may hereafter be amended, modified, supplemented, renewed, restated or replaced.

“Interest Payment Date” means, (a) as to any EHBO-RateSOFR Loan, the last day of each Interest
Period applicable to such Loan and the Maturity Date; provided, however, that if any Interest Period for a
HBO-RateSOFR Loan exceeds three months, the respective dates that fall every three months after the
beginning of such Interest Period shall also be Interest Payment Dates; and (b) as to any Base Rate Loan
(including a Swing Line Loan), the first day after the end of each month and the Maturity Date.

“Interest Period” means, as to each-LHBO-Rateany SOFR Loan, the period commencing on the
date such LHBO-RateSOFR Loan is disbursed or converted to or continued as a FHBO-RateSOFR Loan
and ending en-the-date one-twos; or three months thereafter, as selected by the Lead Borrower in its HB0O

(a) interest shall accrue at the applicable rate based upon Term SOFR, from and including
the first day of each Interest Period to, but excluding, the day on which any Interest Period expires;

(b) &) any Interest Period that would otherwise end on a day that is not a Business Day
shall be extended to the next succeeding Business Day unless such Business Day falls in another calendar
month, in which case such Interest Period shall end on the next preceding Business Day;

(c) by any Interest Period that begins on the last Business Day of a calendar month (or ona
day for which there is no numerically corresponding day in the calendar month at the end of such Interest
Period) shall end on the last Business Day of the calendar month atthe-end-efsuehthat is one or three
months after the date on which the Interest Period: began, as applicable,

(d) e no Interest Period shall extend beyond the Maturity Date; and

e} no tenor that has been removed from this definition (and not reinstated) pursuant to
Section 3.03(b)(iv) shall be available for specification in any SOFR Loan Notice or conversion or
continuation notice.
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For purposes hereof, the date of a Borrowing initially shall be the date on which such Borrowing is made
and thereafter shall be the effective date of the most recent conversion or continuation of such
Borrowing.

“Internal Control Event” means a material weakness in, or fraud that involves management or
other employees who have a significant role in, the ParentLead Borrower’s and/or its Subsidiaries’
internal controls over financial reporting, in each case as described in the Securities Laws (provided, that,
in the case of such a material weakness, if such weakness has been corrected, it shall cease to constitute
an Internal Control Event).

“In-Transit Inventory” means Inventory of a Borrower which is in the possession of a common
carrier and is in transit from a Foreign Vendor of a Borrower from a location outside of the continental
United States to a location of a Borrower that is within the continental United States.

“Inventory” has the meaning given that term in the UCC, and shall also include, without
limitation, all: (a) goods which (i) are leased by a Person as lessor, (ii) are held by a Person for sale or
lease or to be furnished under a contract of service, (iii) are furnished by a Person under a contract of
service, or (1v) consist of raw materials, work in process, or materials used or consumed in a business; (b)
goods of said description in fransit; (¢) goods of said description which are returned, repossessed or
rejected; and (d) packaging, advertising, and shipping materials related to any of the foregoing.

“Inventory Reserves” means such reserves as may be established from time to time by the Agent
in its Permitted Discretion with respect to the determination of the salability, at retail, of the Eligible
Inventory, which reflect such other factors as affect the market value of the Eligible Inventory or which
reflect claims and liabilities that the Agent determines will need to be satisfied in connection with the
realization upon such Inventory. Without limiting the generality of the foregoing, Inventory Reserves
may, in the Agent’s Permitted Discretion, include (but are not limited to) reserves based on: (a)
obsolescence; (b) seasonality; (c) Shrink; (d) imbalance; (¢) change in Inventory character; (f) change in
[nventory composition; (g) change in Inventory mix; (h) markdowns (both permanent and point of sale);
(i) retail markdowns and markups inconsistent with prior period practice and performance, industry
standards, current business plans or advertising calendar and planned advertising events; and (j)
out-of-date and/or expired Inventory.

“Investment™ means, as to any Person, any direct or indirect acquisition or investment by such
Person, whether by means of (a) the purchase or other acquisition of Equity Interests of another Person,
(b) a loan, advance or capital contribution to, Guarantee or assumption of debt of, or purchase or other
acquisition of any other debt or interest in, another Person, or (c) any Acquisition, or (d) any other
investment of money or capital in order to obtain a profitable return. For purposes of covenant
compliance, the amount of any Investment shall be the amount actually invested, without adjustment for
subsequent increases or decreases in the value of such Investment.

“IRS” means the United States Internal Revenue Service.

“ISP” means, with respect to any Letter of Credit, the International Standby Practices 1998
(International Chamber of Commerce Publication No. 590) and any subsequent revision thereof adopted
by the International Chamber of Commerce on the date such Letter of Credit is issued.

“Issuer Documents™ means with respect to any Letter of Credit, the Letter Credit Application, the
Standby Letter of Credit Agreement or Commercial Letter of Credit Agreement, as applicable, and any
other document, agreement and instrument entered into by the L/C Issuer and the Borrower (or any
Subsidiary) or in favor of the L/C Issuer and relating to any such Letter of Credit,
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“Joinder” means an agreement, in form reasonably satisfactory to the Agent pursuant to which,
among other things, a Person becomes a party to, and bound by the terms of, this Agreement and/or the
other Loan Documents in the same capacity and to the same extent as either a Borrower or a Guarantor,
as the-doentmay-deteriine

“Landlord-Lien State™ means such statetshinwhich-a-landlord™ s claim for rent- may have priority
ererthe-bepobthe-dentrame-otthe Collaterstapplicable.

“Laws” means each international, foreign, Federal, state and local statute, treaty, rule, guideline,
regulation, ordinance, code and administrative or judicial precedent or authority, including the
interpretation or administration thereof by any Governmental Authority charged with the enforcement,
interpretation or administration thereof, and each applicable administrative order, directed duty, request,
license, authorization and permit of, and agreement with, any Governmental Authority, in each case
whether or not having the force of law.

“L/C Credit Extension™ means, with respect to any Letter of Credit, the issuance thereof or
extension of the expiry date thereof, or the increase of the amount thereof, or the renewal thereof.

“L/C Issuer” means Wells Fargo in its capacity as issuer of Letters of Credit hereunder, or any
successor issuer of Letters of Credi: hcreunder (which SUCCESSOT may 0nly be a Lender selected by the

consent of the Lead Bonower, arrange for one or more Letters of Credit to be 1ssuecl by Affiliates of the
L/C Issuer and/or for such Affiliate to act as an advising, transferring, confirming and/or nominated bank
in connection with the issuance or administration of any such Letter of Credit, in which case the term
“L/C Issuer” shall include any such Affiliate with respect to Letters of Credit issued by such Affiliate.

“L/C Obligations™ means, as at any date of determination, the aggregate undrawn amount
available to be drawn under all outstanding Letters of Credit. For purposes of computing the amounts
available to be drawn under any Letter of Credit, the amount of such Letter of Credit shall be determined
in accordance with Section 1.06. For all purposes of this Agreement, if on any date of determination a
Letter of Credit has expired by its terms but any amount may still be drawn thereunder by reason of the
operation of any Rule under the ISP or any article of the UCP, such Letter of Credit shall be deemed to
be “outstanding™ in the amount so remaining available to be drawn.

“Lead Borrower™ has the meaning assigned-te-sueh-termspecified in the preamble of this
Agreement.

“Lease” means any written agreement—whetherwitten-ororalno-matier how-strled-of
struetared: pursuant to which a Loan Party is entitled to the use or occupancy of any space in a structure,
land, improvements or premises for any period of time.

“Lender” hasand “Lenders” have the meaﬁmgmeamnge specified in the ireduetory-paracraph
heretepreamble of this Agreement and, as the context requires, includes the Swing Line Lender.

“Lending Office™ means, as to any Lender, the office or offices of such Lender described as such
in such Lender’s Administrative Questionnaire, or such other office or offices as a Lender may from time
to time notify the Borrower and the Agent.

“Letter of Credit” means each Standby Letter of Credit and each Commercial Letter of Credit
issued hereunder.
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“Letter of Credit Application” means an application for the issuance or amendment of a Letter of
Credit in the form from time to time in use by the L/C Issuer.

“Letter of Credit Disbursement” means a payment made by the L/C Issuer pursuant to a Letter of
Credit.

“Letter of Credit Expiration Date” means the day that is seven (7) days prior to the Maturity Date
then in effect (or, if such day is not a Business Day, the next preceding Business Day).

“Letter of Credit Fee” has the meaning specified in Section 2.03(1) .
“Letter of Credit Indemnified Costs” has the meaning specified in Section 2.03(f).
“Letter of Credit Related Person™ has the meaning specified in Section 2.03(f).

“Letter of Credit Sublimit” means an amount equal to $560:6001,000,000. The Letter of Credit
Sublimit is part of, and not in addition to, the Aggregate Commitments. A permanent reduction of the
Aggregate Commitments shall not require a corresponding pro rata reduction in the Letter of Credit
Sublimit; provided, however, that if the Aggregate Commitments are reduced to an amount less than the
Letter of Credit Sublimit, then the Letter of Credit Sublimit shall be reduced to an amount equal to (or, at
the Lead Borrower’s option, less than) the Aggregate Commitments.

“Lien” means (a) any mortgage, deed of trust, pledge, hypothecation, assignment, deposit
arrangement, encumbrance, lien (statutory or other), charge, or preference, priority or other security



Interest or preferential arrangement in the nature of a security mnterest ot any kKind or nature whatsoever
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(including any conditional sale, Capital Lease Obligation, Synthetic Lease Obligation, or other title
retention agreement, any easement, right of way or other encumbrance on title to real property, and any
financing lease having substantially the same economic effect as any of the foregoing) and (b) in the case
of securities, any purchase option, call or similar right of a third party with respect to such securities,

“Liquidation” means the exercise by the Agent of those rights and remedies accorded to the
Agent under the Loan Documents and applicable Law as a creditor of the Loan Parties with respect to the
realization on the Collateral, including (after the occurrence and during the continuation of an Event of
Default) the conduct by the Loan Parties acting with the consent of the Agent, of any public, private or
“going out of business”, “store closing”, or other similarly themed sale or other disposition of the
Collateral for the purpose of liquidating the Collateral. Derivations of the word “Liquidation™ (such as

“Liquidate™) are used with like meaning in this Agreement.

“Loan” means an extension of credit by a Lender to the Borrowers under Article II in the form of
a Committed Loan or a Swing Line Loan.

“Loan Account™ has the meaning assiened-te-sueh-termspecified in Section 2.11(a).

“Loan Cap” means, at any time of determination, the lesser of (a) the Aggregate Commitments
of, and (b) the Borrowing Base.

“Loan Documents” means this Agreement, each Note, each Issuer Document, the Fee Letter, all
Borrowing Base Certificates, the Control Agreements, the Credit Card Notifications, the Security
Documents, the Facility Guaranty, each Request for Credit Extension, and any other instrument or
agreement now or hereafter executed and delivered in connection herewith, or in connection with any
transaction arising out of any Cash Management Services and Bank Products provided by the Agent or
any of its Affiliates, each as amended and in effect from time to time; provided that for purposes of the
definition of “Material Adverse Effect” and Article VII, the term “Loan Documents” shall not include
agreements relating to Cash Management Services andor Bank Products.

“Loan Parties” means, collectively, the Borrowers and the Guarantors.

n-t-'

=

“Material Adverse Effect” means (a) a material adverse change in, or a material adverse effect
upon, the operations, business, properties, liabilities (actual or contingent), or financial condition of any
Loan Party and its Subsidiaries taken as a whole; (b) a material impairment of the ability of any Loan
Party to perform its obligations under any Loan Document to which it is a party; or (c) a material
impairment of the rights and remedies of the Agent or any Lender under any Loan Document or a
material adverse effect upon the legality, validity, binding effect or enforceability against any Loan Party
of any Loan Document to which it is a party. In determining whether any individual event would result
in a Material Adverse Effect, notwithstanding that such event in and of itself does not have such effect, a
Material Adverse Effect shall be deemed to have occurred if the cumulative effect of such event and all
other then existing events would result in a Material Adverse Effect.

“Material Contract” means, with respect to any Person, each contract to which such Person is a
any Fiscal Year or otherwise material to the business, condition (financial or otherwise), operations,
performance, properties or prospects of such Person. Notwithstanding anything to the contrary in this
definition, purchase orders for equipment or inventory entered into in the ordinary course of business




"
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“Material Indebtedness” means Indebtedness (other than the Obligations) of the Loan Parties in
an aggregate principal amount exceeding $500.0004,000,000. For purposes of determining the amount of
Material Indebtedness at any time, (a) the amount of the obligations in respect of any Swap Contract at
such time shall be calculated at the Swap Termination Value thereof, (b) undrawn committed or available
amounts shall be included, and (c) all amounts owing to all creditors under any combined or syndicated
credit arrangement shall be included.

“Maturity Date” means February-6March 25, 20232024,

“Maximum Rate” has the meaning provided-thereforspecified in Section 10.09.,

“Moody’s” means Moody’s Investors Service, Inc. and any successor thereto.

“Multiemployer Plan™ means any employee benefit plan of the type described in Section
4001(a)(3) of ERISA, to which the Lead Borrower or any ERISA Affiliate makes or is obligated to make
contributions, or during the preceding five plan years, has made or been obligated to make contributions.

“Net Proceeds™ means, with respect to any Disposition by any Loan Party or any of its
Subsidiaries, or any Extraordinary Receipt received or paid to the account of any Loan Party or any of its

deferred payment pursuant to, or by monetization of, a note receivable or otherwise, but only as and
when so received) over (ii) the sum of (A) the principal amount of any Indebtedness that is secured by
the applicable asset by a Lien permitted hereunder which is senior to the Agent’s Lien on such asset and
that is required to be repaid (or to establish an escrow for the future repayment thereof) in connection
with such transaction (other than Indebtedness under the Loan Documents) and (B) the reasonable ane
enstemary out-of-pocket expenses incurred by such Loan Party or such Subsidiary in connection with
such transaction (including, without limitation, appraisals, and brokerage, legal, title and recording or
transfer tax expenses and commissions) paid by any Loan Party to third parties (other than Affiliates)).

“Net Recovery Percentage™ means the fraction, expressed as a percentage (a) the numerator of
which is the amount equal to the recovery on the aggregate amount of the applicable category of Eligible
Inventory at such time on a “net orderly liquidation value™ basis as set forth in the most recent acceptable
inventory appraisal received by Agent in accordance with the requirements of this Agreement, net of
operating expenses, liquidation expenses and commissions reasonably anticipated in the disposition of
such assets and (b) the denominator of which is the original cost of the aggregate amount of the Eligible
Inventory subject to such appraisal.

“Non-Consenting Lender” has the meaning previded-thereforspecified in Section 10.01.
“Non-Defaulting Lender” means each Lender other than a Defaulting Lender.

“Note” means (a) a promissory note made by the Borrowers in favor of a Lender evidencing
Committed Loans made by such Lender, substantially in the form of Exhibit C-1, and (b) the Swing Line
Note, as each may be amended, supplemented or modified from time to time._As of the Amendment No.
6 Effective Date, neither the Swing Line Lender nor any Lender has requested the issuance of any Note.

“NPL” means the National Priorities List under CERCLA.
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“Obligations” means (a) all advances to, and debts (including principal, interest, fees, costs, and
expenses), liabilities, obligations, covenants, indemnities, and duties of, any Loan Party arising under any
Loan Document or otherwise with respect to any Loan or Letter of Credit (including payments in respect
of reimbursement of disbursements, interest thereon and obligations to provide cash collateral therefor),
whether direct or indirect (including those acquired by assumption), absolute or contingent, due or to
become due, now existing or hereafter arising and including interest, fees, costs, expenses and
indemnities that accrue after the commencement by or against any Loan Party or any Affiliate thereof of
any proceeding under any Debtor Relief Laws naming such Person as the debtor in such proceeding,
regardless of whether such interest ,fees, costs, expenses and indemnities are allowed claims in such
proceeding, and (b) any Other Liabilities; provided, that, the Obligations shall not include any Excluded
Swap Obligations.

“OFAC” means the U.S, Department of Treasury Office of Foreign Assets Control.

“Organization Documents” means, (a) with respect to any corporation, the certificate or articles
of incorporation and the bylaws (or equivalent or comparable constitutive documents with respect to any
non-U.S. jurisdiction); (b) with respect to any limited liability company, the certificate or articles of
formation or organization and operating agreement or limited liability company agreement; and (c) with

respect to any partnership, joint venture, trust or other form of business entity, the partnership, joint
venture or other applicable agreement of formation or organization and any agreement, instrument, filing
or notice with respect thereto filed in connection with its formation or organization with the applicable
Governmental Authority in the jurisdiction of its formation or organization and, if applicable, any
certificate or articles of formation or organization of such entity-ané-{dHn-each-easeall-sharehelderos

= . = Tt - =

“Other Connection Taxes™ means, with respect to any recipi
present or -former connection between such recipient and the lunbdlctmn lmuosm}.f such Tax ( other thdn

connections arising from such recipient having executed, delivered, become a party erwhich-is

apphieable to, performed its Equity-Interests-and-all-other arrangementsrelatingobligations under,

received payments under. received or perfected a security interest under. engaged in any other transaction
pursuant to the-Centrol or management-ef sueh-Persenenforced any Loan Document, or sold or assigned

“Other Liabilities™ means (a) any obligation on account of (i) any Cash Management Services
furnished to any of the Loan Parties or any of their Subsidiaries and/or (ii) any transaction with the Agent
or any of its Affiliates, which arises out of any Bank Product entered into with any Loan Party and any
such Person, as each may be amended from time to time.

“Other Taxes” means all present or future stamp, court or documentary taxes erasy-etherexeise

or-property-taxes—charges, intangible, recording, filing or similar Jevies-arisingTaxes that arise from any
payment made hereunder-or under ﬂﬂj‘—&l-}?ei—l—tﬂi—ﬁ—pﬂt&meﬁ{—m fmm the execution, delwcry oF,

curity interest under,

Other Connectlon Taxes lmposed wnh respect to an assignment (other than an assmnmenl made nursuam

to Section 10.13).

“Outstanding Amount™ means (a) with respect to Committed Loans and Swing Line Loans on
any date, the aggregate outstanding principal amount thereof after giving effect to any borrowings and
prepayments or repayments of Committed Loans and Swing Line Loans, as the case may be, occurring on
such date; and (b) with respect to any L/C Obligations on any date, the amount of such L/C Obligations
on such date after giving effect to any L/C Credit Extension or any reimbursement of any drawing under
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any Letter of Credit, in each case, occurring on such date and any other changes in the aggregate amount
of the L/C Obligations as of such date.

“Overadvance” means a Credit Extension to the extent that, immediately after its having been
made, Excess Availability is less than zero.

b
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“Participant” has the meaning specified in Section 10.06(d).

“Participant Register” has the meaning specified in Section 10.06(d).

“Patriot Act” shall have the meaning specified in Section 10.17.

“Payment Conditions™ means with respect to any transaction or payment the following;

(a) as of the date of any such transaction or payment, and after giving effect thereto, no
Default-or Event of Default shall exist or have occurred and be continuing,

(b) as of the date of any such transaction or payment, and after giving effect thereto, (i) in
the case of an Acquisition, Investment or other transaction or payment (other than a Restricted Payment),
on a pro forma basis, Excess Availability (using the most recent calculation of the Borrowing Base
immediately prior to any such transaction or payment) shall be not less than the greater of fiftyforty
percent (58:040.0%) of the Loan Cap or §7,500,000, or (ii) in the case of a Restricted Payment, on a pro
forma basis, Excess Availability (using the most recent calculation of the Borrowing Base immediately
prior to any such transaction or payment) shall be not less than the greater of fertythirty percent

(40:630.0%) of the Loan Cap or $6,000,000,

(c) receipt by Agent of projections for the nine (9) month period after the date of such
transaction or payment showing, on a pro forma basis after giving effect to such transaction or payment,
minimum Excess Availability at all times during such period of not less than the applicable amount under
clause (b) above, and

(d) the Agent shall have received a certificate of a Responsible Officer of Lead Borrower
certifying as to compliance with the preceding clauses and demonstrating (in reasonable detail) the
calculations required thereby.

“Payment Recipient” has the meaning specified therefor in Section 10.28(a).
“PBGC™ means the Pension Benefit Guaranty Corporation.
“PCAOB” means the Public Company Accounting Oversight Board.

“Pension Plan” means any “employee pension benefit plan™ (as such term is defined in Section
3(2) of ERISA), other than a Multiemployer Plan, that is subject to Title IV of ERISA and is sponsored
or maintained by the Lead Borrower or any ERISA Affiliate or to which the Lead Borrower or any
ERISA Affiliate contributes or has an obligation to contribute, or in the case of a multiple employer or
other plan described in Section 4064(a) of ERISA, has made contributions at any time during the
immediately preceding five plan years.

“Permitted Acquisition” means an Acquisition in which all of the following conditions are
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(a) such Acquisition shall have been approved by the Board of Directors of the Person (or
similar governing body if such Person is not a corporation) which is the subject of such Acquisition and
such Person shall not have announced that it will oppose such Acquisition or shall not have commenced
any action which alleges that such Acquisition shall violate applicable Law;

(b) the Lead Borrower shall have furnished the Agent with thirty (30) days’ (or such shorter
period as may be agreed by Agent) prior written notice of such intended Acquisition and shall have
furnished the Agent with a current draft of the acquisition documents (and final copies thereof as and
when executed and delivered), a summary of any due diligence undertaken by the Loan Parties in
connection with such Acquisition, appropriate financial statements of the Person which is the subject of
such Acquisition, pro forma projected financial statements for the twelve (12) month period following
such Acquisition after giving effect to such Acquisition (including balance sheets, cash flows and income
statements by month for the acquired Person, individually, and on a Consolidated basis with all Loan
Parties), and such other information as the Agent may reasonably require, all of which shall be
reasonably satisfactory to the Agent;

(c) either (i) the legal structure of the Acquisition shall be acceptable to the Agent in its
discretion, or (ii) the Loan Parties shall have provided the Agent with a favorable solvency opinion from
an unaffiliated third party valuation firm reasonably satisfactory to the Agent;

(d) after giving effect to the Acquisition, if the Acquisition is an Acquisition of the Equity
Interests, a Loan Party shall acquire and own, directly or indirectly, a majority of the Equity Interests in
the Person being acquired and shall Control a majority of any voting interests or shall otherwise Control
the governance of the Person being acquired;

(¢) any assets acquired shall be utilized in, and if the Acquisition involves a merger,
consolidation or Acquisition of Equity Interests, the Person which is the subject of such Acquisition shall
be engaged in, a business otherwise permitted to be engaged in by a Borrower under this Agreement;

(f) ifthe Person which is the subject of such Acquisition will be maintained as a Subsidiary
of a Loan Party, or if the assets acquired in an acquisition will be transferred to a Subsidiary which is not
then a Loan Party, such Subsidiary shall have been joined as a “Borrower™ hereunder or as a
“Guarantor,” as the Agent shall determine, and the Agent shall have received a first priority security
interest (subject to Permitted Encumbrances) in such Subsidiary’s Equity Interests, Inventory, Accounts
and other property of the same nature as constitutes collateral under the Security Documents;

(g

$1,000,000[intentionally omitted]; and
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(h) as of the date of any such Acquisition, and after giving effect thereto, each of the
Payment Conditions is satisfied.

“Permitted Discretion” means, as used in this Agreement and the other Loan Documents with
reference to the Agent, a determination made in good faith in the exercise of its reasonable business
judgment based on how an asset-based lender with similar rights providing a credit facility of the type set
forth herein would act in similar circumstances at the time with the information then available to it.

“Permitted Disposition” means any of the following:

(a) Dispositions of inventory in the ordinary course of business;
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(b) bulk sales of other Dispositions of the Inventory of a Loan Party not in the ordinary
course of business in connection with Store closings, at arm’s length, provided, that, (i) such Store
Borrower and its Subsidiaries, ten percent (10%) of the number of the Loan Parties’ Stores as of the
beginning of such Fiscal Year (net of new Store openings) and (B) in the aggregate from and after the
Closing Date, fifteen percent (15%) of the number of the Loan Parties” Stores in existence as of the
Closing Date (net of new Store openings), (ii) all sales of Inventory in connection with Store closings
shall be in accordance with liquidation agreements and with professional liquidators reasonably
acceptable to the Agent, and (iii) all Net Proceeds received in connection therewith are applied to the
Obligations if then required in accordance with Section 2.05 hereof;

(¢c) non-exclusive licenses of Intellectual Property of a Loan Party or any of its Subsidiaries
in the ordinary course of business;

(d) licenses for the conduct of licensed departments within the Loan Parties” Stores in the
ordinary course of business; provided, that, if requested by the Agent, the Agent shall have entered into
an intercreditor agreement with the Person operating such licensed department on terms and conditions
reasonably satisfactory to the Agent;

(e) Dispositions of Equipment in the ordinary course of business that is substantially worn,
damaged, obsolete or, in the judgment of a Loan Party, no longer useful or necessary in its business or
that of any Subsidiary and is not replaced with similar property having at least equivalent value;

(f) sales, transfers and Dispositions among the Loan Parties (other than to Parentlead
Borrower except as permitted as a Permitted Investment) or by any Subsidiary to a Loan Party; and

(g) sales, transfers and Dispositions by any Subsidiary which is not a Loan Party to another
Subsidiary that is not a Loan Party-; and

(h) other Dispositions for cash payable upon the consummation of such Disposition in an

aggregate amount not to exceed $2,000,000 during any Fiscal Year.

“Permitted Encumbrances” means:

(a) Liens imposed by law for Taxes that are not yet due or are being contested in
compliance with Section 6.04;

(b) carriers’, warehousemen’s, mechanics’, materialmen’s, repairmen’s and other like Liens
imposed by applicable Law, arising in the ordinary course of business and securing obligations that are
not overdue or are being contested in compliance with Section 6.04;

(c) pledges and deposits of cash or Cash Equivalents made in the ordinary course of
business in compliance with workers’ compensation, unemployment insurance and other social security
laws or regulations, other than any Lien imposed by ERISA;

(d) deposits of cash or Cash Equivalents to secure the performance of bids, trade contracts
and leases (other than Indebtedness), statutory obligations, surety and appeal bonds, performance bonds

and other obligations of a like nature incurred in the ordinary course of business;

(¢) Liens in respect of judgments that would not constitute an Event of Default hereunder;
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(f) easements, covenants, conditions, restrictions, building code laws, zoning restrictions,
rights-of-way and similar encumbrances on real property imposed by law or arising in the ordinary
course of business that do not secure any monetary obligations and do not materially detract from the
value of the affected property or materially interfere with the ordinary conduct of business of a Loan
Party and such other minor title defects or survey matters that are disclosed by current surveys that, in
each case, do not materially interfere with the current use of the real property;

(g) Liens existing on the ClosingAmendment No, 6 Effective Date and listed on Schedule
7.01 and any Liens securing Indebtedness that is a Permitted Refinancing of the Indebtedness securing
such Liens existing on the ElesingAmendment No. 6 Effective Date and listed on such schedule;

(h) Liens on fixed or capital assets acquired by any Loan Party which are permitted under
clause (c) of the definition of Permitted Indebtedness so long as (i) such Liens and the Indebtedness
secured thereby are incurred prior to or within ninety (90) days after such acquisition, (ii) the
Indebtedness secured thereby does not exceed the cost of acquisition of such fixed or capital assets and
(iii) such Liens shall not extend to any other property or assets of the Loan Parties;

(i) Liens in favor of the Agent;

(1) (1) statutory Liens of landlords and lessors in respect of rent not in default, and (ii)
consensual liens of record filed by landlords, as secured parties, against Loan Parties, provided, that such
Lien (A) only secures rent and other charges in respect of that specific location, (B) [intentionally

omitted], and (C) the total amount of rent and other charges secured by all such Liens at any time does
not exceed $250,000 in the aggregate (for the avoidance of doubt, the Lien evidenced by UCC filing no.

2020 1233024 with the Delaware Secretary of State, in favor of Crossgates Mall General Company

respect of clause (C) hereof);

(k) possessory Liens in favor of brokers and dealers arising in connection with the
acquisition or disposition of Investments owned as of the ElosingAmendment No. 6 Effective Date and
Permitted Investments, provided that such liens (a) attach only to such Investments and (b) secure only
obligations incurred in the ordinary course and arising in connection with the acquisition or disposition
of such Investments and not any obligation in connection with margin financing;

(I) Liens arising solely by virtue of any statutory or common law provisions relating to
banker’s liens, liens in favor of securities intermediaries, rights of setoff or similar rights and remedies as
to deposit accounts or securities accounts or other funds maintained with depository institutions or
securities intermediaries;

(m) Liens arising from precautionary UCC filings regarding “true” operating leases or, to
the extent permitted under the Loan Documents, the consignment of goods to a Loan Party;

(n) voluntary Liens on property (other than property of the type included in the Borrowing
Base) in existence at the time such property is acquired pursuant to a Permitted Acquisition or on such
property of a Subsidiary of a Loan Party in existence at the time such Subsidiary is acquired pursuant to a
Permitted Acquisition; provided, that, such Liens are not incurred in connection with or in anticipation of
such Permitted Acquisition and do not attach to any other assets of any Loan Party or any Subsidiary;

(0) Liens in favor of customs and revenues authorities imposed by applicable Law arising in
the ordinary course of business in connection with the importation of goods solely to the extent the
following conditions are satisfied: (i) such Liens secure obligations that are being contested in good faith
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by appropriate proceedings, (ii) the applicable Loan Party or Subsidiary has set aside on its books
adequate reserves with respect thereto in accordance with GAAP and (iii) such contest effectively
suspends collection of the contested obligation and enforcement of any Lien securing such obligation; or

(p) Liens securing Indebtedness (other than for borrowed money) permitted to be incurred
pursuant to clause (j) of the “Permitted Indebtedness™ definition.

“Permitted Indebtedness” means each of the following as long as no Befault-er Event of Default
exists or would arise from the incurrence thereof:

(a) Indebtedness outstanding on the ElesiagAmendment No. 6 Effective Date and listed on
Schedule 7.03 and any Permitted Refinancing thereof;

(b) Indebtedness of any Loan Party to any other Loan Party;

(c) purchase money Indebtedness of any Loan Party to finance the acquisition of any
personal property consisting solely of fixed or capital assets, including Capital Lease Obligations, and
any Indebtedness assumed in connection with the acquisition of any such assets or secured by a Lien on
any such assets prior to the acquisition thereof, and Permitted Refinancings thereof, provided, that, (i) the
aggregate principal amount of Indebtedness permitted by this clause (c) shall not exceed
$250-0002.000,000 at any time outstanding and (ii) if requested by the Agent, the Loan Parties shall,
such Indebtedness to enter into a Collateral Access Agreement on terms reasonably satisfactory to the
Agent;

(d) obligations (contingent or otherwise) of any Loan Party or any Subsidiary thereof
existing or arising under any Swap Contract, provided, that, (i) such obligations are (or were) entered
into by such Person in the ordinary course of business for the purpose of directly mitigating risks
associated with fluctuations in interest rates or foreign exchange rates, and not for purposes of
speculation or taking a “market view;” and (ii) the aggregate Swap Termination Value thereof shall not
exceed $100,6062,000,000 at any time outstanding;

(¢) contingent liabilities under surety bonds or similar instruments incurred in the ordinary
course of business in connection with the construction or improvement of Stores;

(f) Indebtedness incurred for the construction or acquisition or improvement of, or to
finance or to refinance, any Real Estate owned by any Loan Party (including therein any Indebtedness
incurred in connection with sale-leaseback transactions permitted hereunder and any Synthetic Lease
Obligations), provided, that, (i) all Net Proceeds received in connection with any such Indebtedness are
applied to the Obligations, and (ii) the Loan Parties shall use commercially reasonable efforts to cause
the holders of such Indebtedness and the lessors under any sale-leaseback transaction, subject to the
terms of the applicable Lease, to enter into a Collateral Access Agreement on terms reasonably
satisfactory to the Agent;

(g) Indebtedness with respect to the deferred purchase price for any Permitted Acquisition,
provided, that, such Indebtedness does not require the payment in cash of principal (other than in respect
of working capital adjustments) prior to the Maturity Date, has a maturity which extends beyond the
Maturity Date, and is subordinated to the Obligations on terms reasonably acceptable to the Agent;

(h) Indebtedness of any Person that becomes a Subsidiary of a Loan Party in a Permitted
Acquisition, which Indebtedness is existing at the time such Person becomes a Subsidiary of a Loan
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Party (other than Indebtedness incurred solely in contemplation of such Person’s becoming a Subsidiary
of a Loan Party);
(i) the Obligations; and

(j) Indebtedness not otherwise specifically described herein in an aggregate principal
amount not to exceed $250,000 at any time outstanding.

“Permitted Investments” means each of the following as long as no Befautt-or Event of Default
exists or would arise from the making of such Investment:

(a) Investments in cash and Cash Equivalents-previded:-that-netwithstandingthe

provided-forheretnand - so long as such Investments are pledged to the Ageni as additional collateral
for the Obligations pursuant to such agreements as may be reasonably required by the Agent);

(b) Investments existing on the ClesingAmendment No. 6 Effective Date, and set forth on
Schedule 7.02, but not any increase in the amount thereof or any other modification of the terms thereof;

(c) (i) Investments by any Loan Party and its Subsidiaries in their respective Subsidiaries
outstanding on the SlesireAmendment No. 6 Effective Date, (ii) additional Investments by any Loan
Party and its Subsidiaries in Loan Parties (other than the-ParentLead Borrower), (ii) additional
Investments by Subsidiaries of the Loan Parties that are not Loan Parties in other Subsidiaries that are
not Loan Parties and (iv) additional Investments by the Loan Parties in Subsidiaries that are not Loan
Parties, provided, that, as of the date of any such Investment and after giving effect thereto, (A) the
aggregate amount of all such additional Investments subject to this clause (iv) shall not exceed
$250.0002,000,000 at any time outstanding and (B) each of the Payment Conditions is satisfied and in no
event shall any such Investment be made with any asset or property other than cash or Cash Equivalents;

(d) Investments consisting of extensions of credit in the nature of accounts receivable or
notes receivable arising from the grant of trade credit in the ordinary course of business, and Investments
received in satisfaction or partial satisfaction thereof from financially troubled account debtors to the
extent reasonably necessary in order to prevent or limit loss;

(e) Guarantees constituting Permitted Indebtedness;

(f) Investments by any Loan Party in Swap Contracts entered into in the ordinary course of
business and for bona fide business (and not speculative purposes) to protect against fluctuations in
interest rates in respect of the Obligations;
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(g) Investments received in connection with the bankruptey or reorganization of, or
settlement of delinquent accounts and disputes with, customers and suppliers, in each case in the ordinary
course of business;

(h) advances to officers, directors and employees of the Loan Parties and Subsidiaries in the
ordinary course of business in an amount not to exceed $75,000 to any individual at any time or in an
aggregate amount not to exceed $150,000 at any time outstanding, for travel, entertainment, relocation
and similar ordinary business purposes;

(i) Investments constituting Permitted Acquisitions;

(j) capital contributions made by any Loan Party to a Borrower; or

(k) other Investments (other than Acquisitions) not otherwise specifically described herein;
provided, that, as of the date of any such Investment and after giving effect thereto, (A)-the-ageresate

amount of all sieh addiional Investments subject o this clause fk) shall notexceed S250,000 at any time
outstanding-and-(B) each of the Payment Conditions is satisfied and-in-no-event-shall-any-such

“Permitted Overadvance” means an Overadvance made by the Agent, in its Permitted Discretion,
which:

(a) is made to maintain, protect or preserve the Collateral and/or the Credit Parties’ rights
under the Loan Documents or which is otherwise for the benefit of the Credit Parties; or

(b) is made to enhance the likelihood of, or to maximize the amount of, repayment of any

(¢) is made to pay any other amount chargeable to any Loan Party hereunder; and

(d) together with all other Permitted Overadvances then outstanding, shall not (i) exceed ten
percent (10%) of the Borrowing Base at any time or (ii) unless a Liquidation is occurring, remain
outstanding for more than forty-five (45) consecutive Business Days, unless in each case, the Required
Lenders otherwise agree.

provided, that, the foregoing shall not (i) modify or abrogate any of the provisions of Section 2.03
regarding the Lenders’ obligations with respect to Letters of Credit or Section 2.04 regarding the
Lenders’ obligations with respect to Swing Line Loans, or (ii) result in any claim or liability against the
Agent (regardless of the amount of any Overadvance) for Unintentional Overadvances and such
Unintentional Overadvances shall not reduce the amount of Permitted Overadvances allowed hereunder,
ane-further provided further that in no event shall the Agent make an Overadvance, if after giving effect
thereto, the principal amount of the Credit Extensions would exceed the Aggregate Commitments (as in
effect prior to any termination of the Commitments pursuant to Section 2.06 or Section 8.02 hereof).

“Permitted Refinancing™ means, with respect to any Person, any Indebtedness issued in exchange
for, or the net proceeds of which are used to extend, refinance, renew, replace, defease or refund
(collectively, to “Refinance”), the Indebtedness being Refinanced (or previous refinancings thereof
constituting a Permitted Refinancing); provided, that, (a) the principal amount (or accreted value, if
applicable) of such Permitted Refinancing does not exceed the principal amount (or accreted value, if
applicable) of the Indebtedness so Refinanced (plus unpaid accrued interest and premiums thereon and
underwriting discounts, defeasance costs, fees, commissions and expenses), (b) the weighted average life
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to maturity of such Permitted Refinancing is greater than or equal to the weighted average life to maturity
of the Indebtedness being Refinanced (c) such Permitted Refinancing shall not require any scheduled
principal payments due prior to the Maturity Date in excess of, or prior to, the scheduled principal
payments due prior to such Maturity Date for the Indebtedness being Refinanced, (d) if the Indebtedness
being Refinanced is subordinated in right of payment to the Obligations under this Agreement, such
Permitted Refinancing shall be subordinated in right of payment to such Obligations on terms at least as
favorable to the Credit Parties as those contained in the documentation governing the Indebtedness being
Refinanced (e) no Permitted Refinancing shall have direct or indirect obligors who were not also obligors
of the Indebtedness being Refinanced, or greater guarantees or security, than the Indebtedness being
Refinanced, (f) such Permitted Refinancing shall be otherwise on terms not materially less favorable to
the Credit Parties than those contained in the documentation governing the Indebtedness being
Refinanced, including, without limitation, with respect to financial and other covenants and events of
default, (g) the interest rate applicable to any such Permitted Refinancing shall not exceed the then
applicable market interest rate, and (h) at the time thereof, no Befawi-or Event of Default shall have
occurred and be continuing.

“Person” means any natural person, corporation, limited liability company, trust, joint venture,
association, company, partnership, limited partnership, Governmental Authority or other entity.

“Plan” means any “employee benefit plan” (as such term is defined in Section 3(3) of ERISA)
established by any Loan Party or, with respect to any such plan that is subject to Section 412 of the Code
or Title IV of ERISA, any ERISA Affiliate, other than a Multiemployer Plan.

“Platform” has the meaning specified in Section 6.02.

“Portal” has the meaning specified in Section 2.02.

“Public Lender™ has the meaning specified in Section 6.02.

QFC™ has the meaning assigned to the term “qualified financial contract” in, and shall be

interpreted in accordance with, 12 U.S.C. § 5390(c)(8)(D).

“QFC Credit Support™ has the meaning specified in Section 10.27.

“Qualified ECP Guarantor” means, in respect of any Swap Obligation, each Loan Party that has
total assets exceeding $10,000,000 at the time the relevant Guarantee or grant of the relevant security
interest becomes effective with respect to such Swap Obligation or such other person as constitutes an
“eligible contract participant” under the Commodity Exchange Act or any regulations promulgated
thereunder and can cause another person to qualify as an “eligible contract participant” at such time by
entering into a keepwell under Section 1a(18)(A)(v)(II) of the Commodity Exchange Act.

“Quarterly Average Excess Availability” means, with respect to any Fiscal Quarter, the sum of

the ageregate amount of Excess Availability for each day in such period (as calculated by the Agent as of




the end of each respective day) divided by the number of days in such period.
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“Real Estate” means all Leases and all land, together with the buildings, structures, parking
areas, and other improvements thereon, now or hereafter owned by any Loan Party, including all
easements, rights-of-way, and similar rights relating thereto and all leases, tenancies, and occupancies
thereof.

“Receivables Reserves” means such Reserves as may be established from time to time by the
Agent in the Agent’s Permitted Discretion with respect to the determination of the collectability in the
ordinary course of Eligible Wholesale Receivables, including, without limitation, on account of dilution.

“Register” has the meaning specified in Section 10.06(c).

“Registered Public Accounting Firm” has the meaning specified by the Securities Laws and shall
be independent of the-ParentLead Borrower and its Subsidiaries as prescribed by the Securities Laws.

“Related Parties” means, with respect to any Person, such Person’s Affiliates and the partners,
directors, officers, employees, agents and advisors of such Person and of such Person’s Affiliates.

“Relevant Governmental Body” means the FRB or the Federal Reserve Bank of New York, or a

committee officially endorsed or convened by the FRB or the Federal Reserve Bank of New York, or any
successor thereto.

“Reportable Event” means any of the events set forth in Section 4043(c) of ERISA, other than
events for which the 30 day notice period has been waived.

“Reports™ has the meaning previdedspecified in Section 9.12(b).

“Request for Credit Extension” means (a) with respect to a Committed Borrowing, conversion or
continuation of Committed Loans, an electronic notice via the Portal or EEBO-Ratea SOFR Loan Notice,
(b) with respect to an L/C Credit Extension, a Letter of Credit Application and, if required by the L/C
Issuer, a Standby Letter of Credit Agreement or Commercial Letter of Credit Agreement, as applicable,
and (c) with respect to a Swing Line Loan, a Swing Line Loan Notice.

“Required Lenders” means, as of any date of determination, at-leasttwe Lenders holding more
than fifty percent (50%) of the Aggregate Commitments or, if the commitment of each Lender to make
Loans and the obligation of the L/C Issuer to make L/C Credit Extensions have been terminated pursuant
to Section 8.02, atleast-twe Lenders holding in the aggregate more than fifty percent (50%) of the Total
OQutstandings (with the aggregate amount of each Lender’s risk participation and funded participation in
L/C Obligations and Swing Line Loans being deemed “held” by such Lender for purposes of this
definition); provided, that, (i) the Commitment of, and the portion of the Total Qutstandings held or
deemed held by, any Defaulting Lender shall be excluded for purposes of making a determination of
Required Lenders, and (ii) if there are two or more Lenders, Required Lenders shall require at least two
(2) non-affiliated Lenders.

“Reserves” means all Receivables Reserves, Inventory Reserves and Availability Reserves. To
the extent that such Reserve is in respect of amounts that may be payable to third parties, the Agent may,
at its option, deduct such Reserve from the amount equal to the Aggregate Commitments, at any time that
the Aggregate Commitments are less than the amount of the Borrowing Base.

“Resolution Authority” means an EEA Resolution Authority _or, with respect to_anv UK
Financial Institution, a UK Resolution Authority.
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“Responsible Officer” means the chief executive officer, president, chief financial officer,
treasurer or assistant treasurer of a Loan Party or any of the other individuals designated in writing to the
Agent by an existing Responsible Officer of a Loan Party as an authorized signatory of any certificate or
other document to be delivered hereunder. Any document delivered hereunder that is signed by a
Responsible Officer of a Loan Party shall be conclusively presumed to have been authorized by all
necessary corporate, partnership and/or other action on the part of such Loan Party and such Responsible
Officer shall be conclusively presumed to have acted on behalf of such Loan Party.

“Restricted Payment” means any dividend or other distribution (whether in cash, securities or
other property) with respect to any capital stock or other Equity Interest of any Person or any of its
Subsidiaries, or any payment (whether in cash, securities or other property), including any sinking fund
or similar deposit, on account of the purchase, redemption, retirement, defeasance, acquisition,
cancellation or termination of any such capital stock or other Equity Interest, or on account of any return
of capital to such Person’s stockholders, partners or members (or the equivalent of any thereof), or any
option, warrant or other right to acquire any such dividend or other distribution or payment. Without
limiting the foregoing, “Restricted Payments™ with respect to any Person shall also include all payments
made by such Person with any proceeds of a dissolution or liquidation of such Person.

“Rewters Screen LIBOROE Page™ means the display page LIBORDE on the Rewters service orany
sticcessor displiy page, other published source, mformation vendor or provider that has been desienated

=

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies,
Inc. and any successor thereto.

“Sanctioned Entity” means (a) a country or a government of a country, (b) an agency of the
government of a country, (c) an organization directly or indirectly controlled by a country or its
government, or (d) a Person resident in or determined to be resident in a country, in each case of clauses
(a) through (d) that is a target of Sanctions, including a target of any country sanctions program
administered and enforced by OFAC.

“Sanctioned Person™ means, at any time, (a) any a Person named on the list of Specially
Designated Nationals and Blocked Persons maintained by OFAC, or any other Sanctions-related list
maintained by any relevant Sanctions authority, (b) a Person or legal entity that is a target of Sanctions,
(c) any Person operating, organized or resident in a Sanctioned Entity, or (d) any Person directly or
indirectly owned or controlled (individually or in the aggregate) by or acting on behalf of any such
Person or Persons described in clauses (a) through (c) above.

“Sanctions” means individually and collectively, respectively, any and all economic, trade,
financial or other sanctions laws, regulations or embargoes imposed, administered or enforced from time
to time by: (a) the United States of America, including, without limitation, those administered by OFAC
or the U.S. Department of State, (b) the United Nations Security Council, (c) the European Union or any
European Union member state, or (d) Her Majesty’s Treasury of the United Kingdom:-es{e}any-other

“Sarbanes-Oxley” means the Sarbanes-Oxley Act of 2002,

“SEC” means the Securities and Exchange Commission, or any Governmental Authority
succeeding to any of its principal functions.



“Securities Account™ has the meaning given to such term in the UCC.

45




Exhibit 10.2

“Securities Laws™ means the Securities Act of 1933, the Securities Exchange Act of 1934,
Sarbanes-Oxley, and the applicable accounting and auditing principles, rules, standards and practices
promulgated, approved or incorporated by the SEC or the PCAOB.

“Security Agreement” means the Security Agreement dated as of the Closing Date among the
Loan Parties and the Agent, as the same now exists or may hereafter be amended, modified,
supplemented, renewed, restated or replaced.

“Security Documents” means the Security Agreement, the Intellectual Property Security
AgreementAgreements, the Control Agreements, the Credit Card Notifications, and each other security
agreement or other instrument or document executed and delivered to the Agent pursuant to this
Agreement or any other Loan Document granting a Lien to secure any of the Obligations.

“Settlement Date™ has the meaning provided in Section 2.14(a).

“Shareholders’ Equity” means, as of any date of determination, consolidated shareholders’ equity
of the Lead Borrower and its Subsidiaries as of that date determined in accordance with GAAP,

“Shrink” means Inventory which has been lost, misplaced, stolen, or is otherwise unaccounted

for.

Administrator.

“SOFR Administrator” means the Federal Reserve Bank of New York (or a successor
administrator of the secured overnight financing rate).

“SOFR Borrowing” means a Borrowing comprised of SOFR Loans.

“SOFR Loan" means a Committed Loan that bears interest at a rate determined bv reference to
Term SOFR (other than pursuant to clause (c) of the definition of “Base Rate”).

“Solvent” and “Solvency” means, with respect to any Person as of any date of determination, that
(a) at fair valuations, the sum of such Person’s debts (including contingent liabilities) is less than all of
such Person’s assets, (b) such Person is not engaged or about to engage in a business or transaction for
which the remaining assets of such Person are unreasonably small in relation to the business or
transaction or for which the property remaining with such Person is an unreasonably small capital, and
(c) such Person has not incurred and does not intend to incur, or reasonably believe that it will incur,
debts beyond its ability to pay such debts as they become due (whether at maturity or otherwise), and (d)
such Person is “solvent” or not “insolvent”, as applicable within the meaning given those terms and
similar terms under applicable laws relating to fraudulent transfers and conveyances. For purposes of
this definition, the amount of any contingent liability at any time shall be computed as the amount that, in
light of all of the facts and circumstances existing at such time, represents the amount that can reasonably
be expected to become an actual or matured liability (irrespective of whether such contingent liabilities
meet the criteria for accrual under Statement of Financial Accounting Standard No. 5).
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“Standard Letter of Credit Practice™ means, for the L/C Issuer, any domestic or foreign Law or
letter of credit practices applicable in the city in which the L/C Issuer issued the applicable Letter of
Credit or, for its branch or correspondent, such Laws and practices applicable in the city in which it has
advised, confirmed or negotiated such Letter of Credit, as the case may be, in each case, (a) which letter
of credit practices are of banks that regularly issue letters of credit in the particular city, and (b) which
laws or letter of credit practices are required or permitted under ISP or UCP, as chosen in the applicable
Letter of Credit.

“Standby Letter of Credit” means any Letter of Credit that is not a Commercial Letter of Credit
and that (a) is used in lieu or in support of performance guaranties or performance, surety or similar
bonds (excluding appeal bonds) arising in the ordinary course of business, (b) is used in lieu or in support
of stay or appeal bonds, (c) supports the payment of insurance premiums for reasonably necessary
casualty insurance carried by any of the Loan Parties, or (d) supports payment or performance for
identified purchases or exchanges of products or services in the ordinary course of business.

“Standby Letter of Credit Agreement” means the Standby-letter-of Credit-Agreementstandby
letter of credit agreement relating to the issuance of a Standby Letter of Credit in substantially the form
from time to time in use by the L/C Issuer.

“Stated Amount™ means at any time the maximum amount for which a Letter of Credit may be
honored.

“Store” means any retail store or showroom (which may include any real property, fixtures,
equipment, inventory and other property related thereto) operated, or to be operated, by any Loan Party.

“Subordinated Indebtedness” means Indebtedness which is expressly subordinated in right of

obligations for which a claim has not been asserted) and which is in form and on terms approved in
writing by the Agent.

[
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“Subsidiary” of a Person means a corporation, partnership, joint venture, limited liability
company or other business entity of which a majority of the Equity Interests having ordinary voting
power for the election of directors or other governing body are at the time beneficially owned, or the
management of which is otherwise controlled, directly, or indirectly through one or more intermediaries,
or both, by such Person. Unless otherwise specified, all references herein to a “Subsidiary” or to
“Subsidiaries” shall refer to a Subsidiary or Subsidiaries of a Loan Party.

“Supported QFC” has the meaning specified in Section 10.27.

“Swap Contract” means (a) any and all rate swap transactions, basis swaps, credit derivative
transactions, forward rate transactions, commodity swaps, commodity options, forward commaodity
contracts, equity or equity index swaps or options, bond or bond price or bond index swaps or options or
forward bond or forward bond price or forward bond index transactions, interest rate options, forward
foreign exchange transactions, cap transactions, floor transactions, collar transactions, currency swap
transactions, cross-currency rate swap transactions, currency options, spot contracts, or any other similar
transactions or any combination of any of the foregoing (including any options to enter into any of the
foregoing), whether or not any such transaction is governed by or subject to any master agreement, and
(b) any and all transactions of any kind, and the related confirmations, which are subject to the terms and
conditions of, or governed by, any form of master agreement published by the International Swaps and
Derivatives Association, Inc., any International Foreign Exchange Master Agreement, or any other
master agreement (any such master agreement, together with any related schedules, a “Master
Agreement”), including any such obligations or liabilities under any Master Agreement.

“Swap Obligation™ means, with respect to any GuasartorLoan Party, any obligation to pay or
perform under any agreement, contract or transaction that constitutes a “swap” within the meaning of
section 1a(47) of the Commodity Exchange Act.

“Swap Termination Value™ means, in respect of any one or more Swap Contracts, after taking
into account the effect of any legally enforceable netting agreement relating to such Swap Contracts, (a)
for any date on or after the date such Swap Contracts have been closed out and termination value(s)
determined in accordance therewith, such termination value(s), and (b) for any date prior to the date
referenced in clause (a), the amount(s) determined as the mark-to-market value(s) for such Swap
Contracts, as determined based upon one or more mid-market or other readily available quotations
provided by any recognized dealer in such Swap Contracts (which may include a Lender or any Affiliate
of a Lender).

“Swing Line Borrowing” means a borrowing of a Swing Line Loan pursuant to Section 2.04.

“Swing Line Lender” means Wells Fargo, in its capacity as provider of Swing Line Loans, or any
successor swing line lender hereunder.

“Swing Line Loan” has the meaning specified in Section 2.04(a).

“Swing Line Loan Notice™ means a notice of a Swing Line Borrowing pursuant to Section
2.04(b), which, if in writing, shall be substantially in the form of Exhibit B.

“Swing Line Note” means the promissory note of the Borrowers substantially in the form of
Exhibit C-2, payable to the order of the Swing Line Lender, evidencing the Swing Line Loans made by
the Swing Line Lender.
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“Swing Line Sublimit” means an amount equal to the lesser of (a) $2:506:6604,000,000 and (b)
the Aggregate Commitments. The Swing Line Sublimit is part of, and not in addition to, the Aggregate
Commitments.

“Synthetic Lease Obligation” means the monetary obligation of a Person under (a) a so-called
synthetic, off-balance sheet or tax retention lease, or (b) an agreement for the use or possession of
property (including sale and leaseback transactions), in each case, creating obligations that do not appear
on the balance sheet of such Person but which, upon the application of any Debtor Relief Laws to such
Person, would be characterized as the indebtedness of such Person (without regard to accounting
treatment).

“Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings,
assessments, fees or other charges imposed by any Governmental Authority, including any interest,
additions to tax or penalties applicable thereto.

“Term SOFR” means,

(a)  forany calculation with respect to a SOFR Loan, the Term SOFR Reference
Rate for a tenor comparable to the applicable Interest Period on the day (such day, the “Periodic Term
SOFR Determination Day”) that is two (2) U.S. Government Securities Business Days prior to the first
day of such Interest Period, as such rate is nubh%hed by the Term SOFR Administrator; provided
however, that if as of 5:00 p.m. (New York City time) on any Periodic Term SOFR Determination Day
the Term SOFR Reference Rate for the applicable tenor has not been published by the Term SOFR
Administrator and a Benchmark Replacement Date with respect to the Term SOFR Reference Rate has
not occurred, then Term SOFR will be the Term SOFR Reference Rate for such tenor as published by the
Term SOFR Administrator on the first preceding U.S. Government Securities Business Day for which
such Term SOFR Reference Rate for such tenor was published by the Term SOFR Administrator so long
as such first preceding U.S. Government Securities Business Day is not more than three (3) U.S.

Government Securities Business Days prior to such Periodic Term SOFR Determination Day, and

(b)  forany calculation with respect to a Base Rate Loan on any day, the Term SOFR
Reference Rate for a tenor of one month on the day (such day. the “Base Rate Term SOFR Determination
Day”) that is two (2) U.S. Government Securities Business Days prior to such day, as such rate is
published by the Term SOFR Administrator; provided, however, that if as of 5:00 p.m. (New York City
time) on any Base Rate Term SOFR Determination Day the Term SOFR Reference Rate for the
applicable tenor has not been published by the Term SOFR Administrator and a Benchmark Replacement
Date with respect to the Term SOFR. Reference Rate has not occurred, then Term SOFR will be the Term
SOFR Reference Rate for such tenor as published by the Term SOFR Administrator on the first
preceding U.S. Government Securities Business Day for which such Term SOFR Reference Rate for
such tenor was published by the Term SOFR Administrator so long as such first preceding U.S.
Government Securities Business Day is not more than three (3) U.S. Government Securities Business
Days prior to such Base Rate Term SOFR Determination Day;

I 1C( 111 g 11T .el 1 d00VE NCiuding pursuan Ne Provis
nder clause (a) or claus abov hall ver than the Floor, then Term SOFR shall med to
be the Floor.

“Term SOFR Administrator” means CME Group Benchmark Administration Limited (CBA) (or
a successor administrator of the Term SOFR Reference Rate selected by the Agent in its reasonable
discretion).




“Term SOFR Reference Rate” means the forward-looking term rate based on SOFR.
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“Termination Date” means the earliest to occur of (a) the Maturity Date, (b) the date on which
the maturity of the Obligations is accelerated (or deemed accelerated) and the Commitments are
irrevocably terminated (or deemed terminated) in accordance with Article VIII, or (¢) the termination of
the Commitments in accordance with the provisions of Section 2.06(a) hereof.

“Total Outstandings™ means the aggregate Outstanding Amount of all Loans and all L/C
Obligations.

“Trading with the Enemy Act” has the meaning set-forthspecified in Section 10.18.

“Type” means, with respect to a Committed Loan, its character as a Base Rate Loan or a HBO
RateSOFR Loan.

“UCC" or “Uniform Commercial Code™ means the Uniform Commercial Code as in effect from
time to time in the State of New York; provided, that, (a) if a term is defined in Article 9 of the Uniform
Commercial Code differently than in another Article thereof, the term shall have the meaning set forth in
Article 9; (b) if by reason of mandatory provisions of law, perfection, or the effect of perfection or
non-perfection, of a security interest in any Collateral or the availability of any remedy hereunder is
governed by the Uniform Commercial Code as in effect in a jurisdiction other than the State of New
York “Uniform Commercial Code”™ means the Uniform Commercial Code as in effect in such other
jurisdiction for purposes of the provisions hereof relating to such perfection or effect of perfection or
non-perfection or availability of such remedy, as the case may be.

“UCP” means, with respect to any Letter of Credit, the Uniform Customs and Practice for
Documentary Credits 2007 Revision, International Chamber of Commerce Publication No. 600 and any
subsequent revision thereof adopted by the International Chamber of Commerce on the date such Letter
of Credit is issued.

“UFCA” has the meaning specified in Section 10.22(d).
“UFTA” has the meaning specified in Section 10.22(d).

“UK Financial [nstitution” means any BRRD Undertaking (as such term is defined under the
PRA Rulebook (as amended from time to time) promulgated by the United Kingdom Prudential
Regulation Authority) or any person falling within [FPRU 11.6 of the FCA Handbook (as amended from
time to time) promulgated by the United Kingdom Financial Conduct Authority, which includes certain

credit institutions and investment firms, and certain affiliates of such credit institutions or investment

i

L 1 BENC
the related Benchmark Rep

“Unfunded Pension Liability” means the excess of a Pension Plan’s benefit liabilities under
Section 4001(a)(16) of ERISA, over the current value of that Pension Plan’s assets, determined in
accordance with the assumptions used for funding the Pension Plan pursuant to Section 412 of the Code
for the applicable plan year.

“Unintentional Overadvance™ means an Overadvance which, to the Agent’s knowledge, did not



constitute an Overadvance when made but which has become an Uveradvance resulting trom changed
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circumstances beyond the control of the Credit Parties, including, without limitation, a reduction in the
appraised value of property or assets included in the Borrowing Base, increase in Reserves or
misrepresentation by the Loan Parties.

“United States” and “U.S.” mean the United States of America.

“U.S. Government Securities Business Day” means anv dav except for (i) a Saturdav. (ii) a
Sundav or (iii] a day on which the Securities Industrv and Financial Ma.rkets Association, or any

“UVTA” has the meaning specified in Section 10.22(d).
“Wells Fargo” means Wells Fargo Bank, National Association and its successors.

the write-down and conversion powers of such EEA Resolution Authority from time to time under the
Bail-In Legislation for the applicable EEA Member Country, which write-down and conversion powers
are described in the EU Bail-In Legislation Schedule, and (b) with respect to the United Kingdom, any
powers of the applicable Resolution Authority under the Bail-In Legislation to cancel, reduce, modify or
change the form of a liability of any UK Financial Institution or any contract or instrument under which
that liability arises, to convert all or part of that liability into shares, securities or obligations of that
person or any other person, to provide that any such contract or instrument is to have effect as if a right
had been exercised under it or to suspend any obligation in respect of that liability or any of the powers
under that Bail-In Legislation that are related to or ancillary to any of those powers,

1.02  Other Interpretive Provisions. With reference to this Agreement and each other Loan
Document, unless otherwise specified herein or in such other Loan Document:

(a) The definitions of terms herein shall apply equally to the singular and plural forms of
the terms defined. Whenever the context may require, any pronoun shall include the corresponding
masculine, feminine and neuter forms. The words “include,” “includes” and “including™ shall be deemed
to be followed by the phrase “without limitation.” The word “will” shall be construed to have the same
meaning and effect as the word “shall.” Unless the context requires otherwise, (i) any definition of or
reference to any agreement, instrument or other document (including any Organization Document) shall
be construed as referring to such agreement, instrument or other document as from time to time amended,
amended and restated, supplemented or otherwise modified (subject to any restrictions on such
amendments, amendments and restatements, supplements or modifications set forth herein or in any other
Loan Document), (i) any reference herein to any Person shall be construed to include such Person’s
successors and assigns, (iii) the words “herein,” “hereof” and “hereunder,” and words of similar import
when used in any Loan Document, shall be construed to refer to such Loan Document in its entirety and
not to any particular provision thereof, (iv) all references in a Loan Document to Articles, Sections,
Exhibits and Schedules shall be construed to refer to Articles and Sections of, and Exhibits and
Schedules to, the Loan Document in which such references appear, (v) any reference to any law shall
include all statutory and regulatory provisions consolidating, amending replacing or interpreting such law
and any reference to any law or regulation shall, unless otherwise specified, refer to such law or
regulation as amended, modified or supplemented from time to time, and (vi) the words “asset” and
“property” shall be construed to have the same meaning and effect and to refer to any and all tangible and




intangible assets and properties, including cash, securities, accounts and contract rights.
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(b) In the computation of periods of time from a specified date to a later specified date, the
word “from” means “from and including;” the words “to” and “until” each mean “to but excluding:” and

the word “through” means “to and including.”

(¢) Section headings herein and in the other Loan Documents are included for convenience
of reference only and shall not affect the interpretation of this Agreement or any other Loan Document,

(d) Any reference herein or in any other Loan Document to the satisfaction, repayment, or
payment in full of the Obligations shall mean the repayment in Dollars in full in cash or immediately
available funds (or, in the case of contingent reimbursement obligations with respect to Letters of Credit
and Bank Products (other than Swap Contracts) and any other contingent Obligation, including
indemnification obligations, providing Cash Collateralization) or other collateral as may be requested by
the Agent of all of the Obligations (including the payment of any termination amount then applicable (or
which would or could become applicable as a result of the repayment of the other Obligations) under
Swap Contracts) other than (i) unasserted contingent indemnification Obligations, (ii) any Obligations
relating to Bank Products (other than Swap Contracts) that, at such time, are allowed by the applicable
Bank Product provider to remain outstanding without being required to be repaid or Cash Collateralized
or other collateral as may be requested by the Agent, and (iii) any Obligations relating to Swap Contracts
that, at such time, are allowed by the applicable provider of such Swap Contracts to remain outstanding
without being required to be repaid.

1.03  Accounting Terms.

(a) Generally. All accounting terms not specifically or completely defined herein shall be
construed in conformity with, and all financial data (including financial ratios and other financial
calculations) required to be submitted pursuant to this Agreement shall be prepared in conformity with,
GAAP applied on a consistent basis, as in effect from time to time, applied in a manner consistent with
that used in preparing the Audited Financial Statements, except as otherwise specifically prescribed
herein.

(b) Changes in GAAP. If at any time any change in GAAP would affect the computation of
any financial ratio or requirement set forth in any Loan Document, and either the Lead Borrower or the
Required Lenders shall so request, the Agent, the Lenders and the Lead Borrower shall negotiate in good
faith to amend such ratio or requirement to preserve the original intent thereof in light of such change in
GAAP (subject to the approval of the Required Lenders); provided, that, until so amended, (i) such ratio
or requirement shall continue to be computed in accordance with GAAP prior to such change therein and
(ii) the Lead Borrower shall provide to the Agent and the Lenders financial statements and other
documents required under this Agreement or as reasonably requested hereunder setting forth a
reconciliation between calculations of such ratio or requirement made before and after giving effect to
such change in GAAP; provided, further that all obligations of any Person that are or would have been
treated as operating leases for purposes of GAAP prior to the effectiveness of FASB ASC 842 shall
continue to be accounted for as operating leases for all purposes of this Agreement, including, without
limitation, for purposes of all financial definitions and calculations hereunder (whether or not such
operating lease obligations were in effect on such date) notwithstanding the fact that such obligations are
required in accordance with FASB ASC 842 (on a prospective or retroactive basis or otherwise) to be

treated as Capital Lease Obligations in the financial statements.

1.04  Rounding. Any financial ratios required to be maintained by the Borrowers pursuant to
this Agreement shall be calculated by dividing the appropriate component by the other component,
carrying the result to one place more than the number of places by which such ratio is expressed herein
and rounding the result up or down to the nearest number (with a rounding-up if there is no nearest



number).
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1.05  Times of Day. Unless otherwise specified, all references herein to times of day shall be
references to Eastern time (daylight or standard, as applicable).

1.06  Letter of Credit Amounts. Unless otherwise specified, all references herein to the
amount of a Letter of Credit at any time shall be deemed to be the Stated Amount of such Letter of Credit
in effect at such time; provided, however, that with respect to any Letter of Credit that, by its terms of
any Issuer Documents related thereto, provides for one or more automatic increases in the Stated Amount
thereof, the amount of such Letter of Credit shall be deemed to be the maximum Stated Amount of such
Letter of Credit after giving effect to all such increases, whether or not such maximum Stated Amount is
in effect at such time.

1.07  Divisions. For all purposes under the Loan Documents, m connecnon w1th any division o o

diffemm Person. then it shall be deemed to have been transferred from the original Person to the subsequent

erson and lT any new Person comes into existence such new Person shall deemed to have been

any lldbllltv with respect to, (a) the continuation of, ddmuuatmtmn of, submission of, calculation of or
any other matter related to the Term SOFR Reference Rate, Term SOFR or any other Benchmark. any
component definition thereof or rates referred to in the definition thereof, or with respect to any
alternative, successor or replacement rate thereto (including any then-current Benchmark or any
Benchmark Replacement), including whether the composition or characteristics of any such alternative

successor or replacement rate (including anv Benchmark Replacement), as it may or may not be adjusted

pursuant to Section 3.03(b). will be similar to, or produce the same value or economic equivalence of, or

have the same volume or liquidity as. thé_;ﬁei_'m SOFR Reference Rate, Term SOFR or any other
Benchmark, prior to its discontinuance or unavailability, or (b) the effect, implementation or composition

of any Conforming Changes. The Agent and its affiliates or other related entities may engage in

transactions that affect the calculation of the Term SOFR Reference Rate, Term SOFR, any alternative,
successor or replacement rate (including any Benchmark Replacement) or any relevani adjustments
thereto and such transactions may be adverse to a Borrower. The Agent may select information sources
or services in its reasonable discretion to ascertain the Term SOFR Reference Rate or Term SOFR, or
any other Benchmark, any component definition thereof or rates referred to in the definition thereof, in
each case pursuant to the terms of this Agreement, and shall have no liability to any Borrower, any
Lender or any other Person for damages of any kind. including direct or indirect. special, punitive,
incidental or consequential damages. costs, losses or expenses (whether in tort, contract or otherwise and
whether at law or in equity), for any error or calculation of any such rate (or component thereof) provided
by any such information source or service,

ARTICLE 11
THE COMMITMENTS AND CREDIT EXTENSIONS

2.01  Committed Loans; Reserves.

(a) Subject to the terms and conditions set forth herein, each Lender severally agrees to
make loans (each such loan, a “Committed Loan”) to the Borrowers from time to time, on any Business
Day during the Availability Period, in an aggregate principal amount not to exceed at any time
outstanding the lesser of (x) the amount of such Lender’s Commitment, or (y) such Lender’s Applicable
Percentage of the Borrowing Base; subject in each case to the following limitations:



53




Exhibit 10.2

(i) after giving effect to any Committed Borrowing, the Total Outstandings shall
not exceed the Loan Cap,

(ii) after giving effect to any Committed Borrowing, the aggregate Outstanding
Amount of the Committed Loans of any Lender, plus such Lender’s Applicable Percentage of the
Outstanding Amount of all L/C Obligations, plus such Lender’s Applicable Percentage of the
Outstanding Amount of all Swing Line Loans shall not exceed such Lender’s Commitment, and

(ii) the Outstanding Amount of all L/C Obligations shall not at any time exceed the
Letter of Credit Sublimit

Within the limits of each Lender’s Commitment, and subject to the other terms and conditions hereof, the
Borrower may borrow under this Section 2.01, prepay under Section 2.05, and reborrow under this
Section 2.01. Committed Loans may be Base Rate Loans or EHBO-RateSOFR Loans, as further provided

herein.

(b) The Reserves as of the Closing Date are set forth in the Borrowing Base Certificate
delivered pursuant to Section 4.01(c) hereof.

(c) The Agent shall have the right, at any time and from time to time after the Closing Date
in its Permitted Discretion to establish, modify or eliminate Reserves. The Agent will provide notice to
Lead Borrower of any new categories of Reserves that may be established after the Closing Date or any
changes in the methodology of the calculation of an existing category of Reserves and will be available
to consult with the Lead Borrower in connection with the basis for such new categories of Reserves to
the extent the Lead Borrower requests in a reasonably timely manner, provided, that, no such notice shall
be required at any time a Default or an Event of Default exists or has occurred and is continuing, or a
change solely as a result of mathematical calculations. Without limitation of the rights of Agent under
Section 2.01(c) of the Credit Agreement to establish, modify or eliminate Reserves, on and after the
Amendment No., 5 Effective Date, the Availability Reserve based on the amount of the deposits made by
customers with respect to the purchase of goods or the performance of services and layaway obligations
of the Borrowers shall be 50% of such amount, provided, that, (a) if at any time the amount equal to (i)
the unrestricted cash of the Borrowers based on the most recent financial statements of the Borrowers, or
at the Agent’s option, such other more current reports of such amounts as the Agent may receive, minus
(i1) the amount of the then outstanding Obligations is less than $10,000,000, the Agent may increase the
amount of such Availability Reserve up to 100% of the amount of such deposits (or such lesser amount
as the Agent may determine, but without limitation of the right of the Agent from time to time thereafter
to increase it) and (b) if at any time a Default or Event of Default exists or has occurred and is
such deposits (or such lesser amount as Agent may determine, but without limitation of the right of Agent
from time to time thereafter to increase if). Without limitation of any other rights of the Agent, the
Borrowers shall provide to the Agent such information with respect to the unrestricted cash of the
Borrowers from time to time promptly upon the request of the Agent.

2.02  Borrowings, Conversions and Continuations of Committed Loans.

(a) Committed Loans (other than Swing Line Loans) shall be either Base Rate Loans or
EIBO-RateSOFR Loans as the Lead Borrower may request subject to and in accordance with this Section
2.02. All Swing Line Loans shall be only Base Rate Loans. Subject to the other provisions of this
Section 2.02, Committed Borrowings of more than one Type may be incurred at the same time.
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(b) Each request for a Committed Borrowing consisting of a Base Rate Loan shall be made
by eleetronie request of the Lcad Borre-wer through the Agent’s Commcrcial E]cctronic Ofﬁcc Portal or

égntntltrthatﬂ n the r f any Borrowin Rt Lo ns. The
Borrowers hereby acknowledge and agree that any request made through lhe Portal shall be deemed
made by a Responsible Officer of the Borrowers. Each request for a Committed Borrowing consisting of
a EIBO-RateSOFR Loan shall be made pursuant to the Lead Borrower’s submission of a E1BO
RateSOFR Loan Notice which must be received by the Agent not later than 11: 00 a.m. three (3) US.

commuatlon as the case n may be (which shall be a Business Day), (ii) the principal amount of EHBO

RateSOFR Loans to be borrowed or continued (which shall be in a principal amount of $500,000 or a
whole multiple of $100,000 in excess thereof), and (iii) the duration of the Interest Period with respect
thereto. If the Lead Borrower fails to speelfy an Interest Pcrled it will be dcemed to have spcmﬁed an
Interest Period of one menth : £

y ‘ i eueeet—eﬂeh—t&lufe It the Lcad Borrewcr fa1ls to give
a nmely notice with respect 0 any continuation of a EHBO-RateSOFR Loan, then the applicable
Committed Loans shall be converted to Base Rate Loans, effective as of the last day of the Interest
Period then in effect with respect to the applicable LHBO-RateSOFR Loans. All requests for a Base Rate

LMM&MMMMM@MMW&MhW&&@M
les fi '

(c) The Agent shall promptly notify each Lender of the amount of its Applicable Percentage
of the appllcab]e Lommltted Loans—a%ﬂ—neﬂmehmeﬂe&eﬁaeemeﬁefweeeﬂﬂﬂeaﬂeew—p%ded

. [n the case of a Commltted Bormwmg, each Lender shall
make the amount of its Cemmltted Loan available to the Agent in immediately available funds at the
Agent’s Office not later than 1:00 p.m. on the Business Day specified in the applicable notice. Upon
satisfaction of the applicable conditions set forth in Section 4.02 (and, if such Borrowing is the initial
Credit Extension, Section 4.01), the Agent shall use reasonable efforts to make all funds so received
available to the Borrowers in like funds by no later than 4:00 p.m. on the day of receipt by the Agent
either by (i) crediting the account of the Lead Borrower on the books of Wells Fargo with the amount of
such funds or (ii) wire transfer of such funds, in each case in accordance with instructions provided to
(and reasonably acceptable to) the Agent by the Lead Borrower.

(d) The Agent, without the request of the Lead Borrower, may advance any interest, fee,
service charge (including direct wire fees), Credit Party Expenses, or other payment to which any Credit
Partv is entitled from the Loan Parties pursuant hereto or anv other Loan Document and mav charge the
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same to the Loan Account notwithstanding that an Overadvance may result thereby. The Agent shall
advise the Lead Borrower of any such advance or charge promptly after the making thereof. Such action
on the part of the Agent shall not constitute a waiver of the Agent’s rights and the Borrowers™ obligations
under Section 2.05(c). Any amount which is added to the principal balance of the Loan Account as
provided in this Section 2.02(d) shall bear interest at the interest rate then and thereafter applicable to
Base Rate Loans.

(e) Except as otherwise provided herein, a EJBO-RateSOFR Loan may be continued or
converted only on the last day of an Interest Period for such EIBO-RateSOFR Loan. During the
existence of a Default or an Event of Default, no Loans may be requested as, converted to or continued as
HBORateSOFR Loans without the Consent of the Required Lenders.

(f) The Agent shall promptly notify the Lead Borrower and the Lenders of the interest rate
applicable to any Interest Period for EHBO-RateSOFR Loans upon determination of such interest rate. At
any time that Base Rate Loans are outstanding, the Agent shall notify the Lead Borrower and the Lenders
of any change in Wells Fargo’s prime rate used in determining the Base Rate promptly following the
public announcement of such change.

(g) After giving effect to all Committed Borrowings, all conversions of Committed Loans
from one Type to the other, and all continuations of Committed Loans as the same Type, there shall not
be more than five (5) Interest Periods in effect with respect to HHBO-RateSOFR Loans.

(h) The Agent, the Lenders, the Swing Line Lender and the L/C Issuer shall have no
obligation to make any Loan or to provide any Letter of Credit if an Overadvance would result. The
Agent may, in its Permitted Discretion, make Permitted Overadvances without the consent of the
Borrowers, the Lenders, the Swing Line Lender andor the L/C Issuer and the Borrowers and each Lender
and L/C Issuer shall be bound thereby. Any Permitted Overadvance may constitute a Swing Line Loan.
A Permitted Overadvance is for the account of the Borrowers and shall constitute a Base Rate Loan and
an Obligation and shall be repaid by the Borrowers in accordance with the provisions of Section 2.05(c).
The making of any such Permitted Overadvance on any one occasion shall not obligate the Agent or any
Lender to make or permit any Permitted Overadvance on any other occasion or to permit such Permitted
Overadvances to remain outstanding. The making by the Agent of a Permitted Overadvance shall not
modify or abrogate any of the provisions of Section 2.03 regarding the Lenders’ obligations to purchase
participations with respect to LetterLetters of EreditsCredit or of Section 2.04 regarding the Lenders’
obligations to purchase participations with respect to Swing Line Loans. The Agent shall have no
liability for, and no Loan Party or Credit Party shall have the right to, or shall, bring any claim of any
kind whatsoever against the Agent with respect to Unintentional Overadvances regardless of the amount
of any such Overadvance(s).

2.03  Letters of Credit.

(a) Subject to the terms and conditions of this Agreement, upon the request of the Lead
Borrower made in accordance herewith, and prior to the Maturity Date, the L/C Issuer agrees to issue a
requested Letter of Credit for the account of the Loan Parties, By submitting a request to the L/C Issuer
for the issuance of a Letter of Credit, the Borrowers shall be deemed to have requested that the L/C
Issuer issue the requested Letter of Credit. Each request for the issuance of a Letter of Credit, or the
amendment, renewal, or extension of any outstanding Letter of Credit, shall be irrevocable and shall be
made in writing pursuant to a Letter of Credit Application by a Responsible Officer and delivered to the
L/C Issuer and the Agent via telefacsimile or other electronic method of transmission reasonably
acceptable to the L/C Issuer not later than 11:00 a.m. at least two (2) Business Days (or such other date
and time as the Agent and the L/C Issuer may agree in a particular instance in their sole discretion) prior
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to the requested date of issuance, amendment, renewal, or extension, except that the initial request for the
issuance of a Letter of Credit hereunder shall be not less than five (5) Business Days prior to the
requested date of issuance. Each such request shall be in form and substance reasonably satisfactory to
the L/C Issuer and (i) shall specify (A) the amount of such Letter of Credit, (B) the date of issuance,
amendment, renewal, or extension of such Letter of Credit, (C) the proposed expiration date of such
Letter of Credit, (D) the name and address of the beneficiary of the Letter of Credit, and (E) such other
information (including, the conditions to drawing, and, in the case of an amendment, renewal, or
extension, identification of the Letter of Credit to be so amended, renewed, or extended) as shall be
necessary to prepare, amend, renew, or extend such Letter of Credit, and (ii) shall be accompanied by
such Issuer Documents as the Agent or the L/C [ssuer may request or require, to the extent that such
requests or requirements are consistent with the Issuer Documents that the L/C Issuer generally requests
for Letters of Credit in similar circumstances, The Agent’s records of the content of any such request
will be conclusive absent manifest error,

(b) The L/C Issuer shall have no obligation to issue a Letter of Credit if, after giving effect
to the requested issuance, (i) the Total Outstandings would exceed the Loan Cap, (ii) the aggregate
Outstanding Amount of the Committed Loans of any Lender, plus such Lender’s Applicable Percentage
of the Outstanding Amount of all L/C Obligations, plus such Lender’s Applicable Percentage of the
Outstanding Amount of all Swing Line Loans would exceed such Lender’s Commitment, or (iii) the
Outstanding Amount of the L/C Obligations would exceed the Letter of Credit Sublimit;

(c) Inthe event there is a Defaulting Lender as of the date of any request for the issuance of
a Letter of Credit, the L/C Issuer shall not be required to issue or arrange for such Letter of Credit to the
extent (i) the Defaulting Lender’s participation with respect to such Letter of Credit may not be
reallocated pursuant to Section 9.16(b), or (ii) the L/C Issuer has not otherwise entered into arrangements
reasonably satisfactory to it and the Borrowers to eliminate the L/C [ssuer’s risk with respect to the
participation in such Letter of Credit of the Defaulting Lender, which arrangements may include the
Borrowers cash collateralizing such Defaulting Lender’s participation with respect to such Letter of
Credit in accordance with Section 9.16(b). Additionally, the L/C Issuer shall have no obligation to issue
and/or extend a Letter of Credit if (A) any order, judgment, or decree of any Governmental Authority or
arbitrator shall, by its terms, purport to enjoin or restrain the L/C Issuer from issuing such Letter of
Credit, or any Law applicable to the L/C Issuer or any request or directive (whether or not having the
force of Law) from any Governmental Authority with jurisdiction over the L/C Issuer shall prohibit or
request that the L/C Issuer refrain from the issuance of letters of credit generally or such Letter of Credit
in particular, or (B) the issuance of such Letter of Credit would violate one or more policies of the L/C
Issuer applicable to letters of credit generally, or (C) if the expiry date of such requested Letter of Credit
would occur after the Letter of Credit Expiration Date, unless either such Letter of Credit is Cash
Collateralized on or prior to the date of issuance of such Letter of Credit (or such later date as to which
the Agent may agree) or all the Lenders have approved such expiry date.

(d) Any L/C Issuer (other than Wells Fargo or any of its Affiliates) shall notify the Agent in
writing no later than the Business Day immediately following the Business Day on which such L/C Issuer
issued any Letter of Credit; provided, that, (i) until the Agent advises any such L/C Issuer that the
provisions of Section 4.02 are not satisfied (or waived in accordance with Section 10.1), or (ii) unless the
aggregate amount of the Letters of Credit issued in any such week exceeds such amount as shall be
agreed by the Agent and such L/C Issuer, such L/C Issuer shall be required to so notify the Agent in
writing only once each week of the Letters of Credit issued by such L/C Issuer during the immediately
preceding week as well as the daily amounts outstanding for the prior week, such notice to be furnished
on such day of the week as the Agent and such L/C Issuer may agree. Each Letter of Credit shall be in
form and substance reasonably acceptable to the L/C Issuer, including the requirement that the amounts
pavable thereunder must be pavable in Dollars, If the L/C Issuer makes a pavment under a Letter of
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Credit, the Borrowers shall pay to Agent an amount equal to the applicable Letter of Credit Disbursement
on the Business Day such Letter of Credit Disbursement is made and, in the absence of such payment, the
amount of the Letter of Credit Disbursement immediately and automatically shall be deemed to be a
Committed Loan hereunder (notwithstanding any failure to satisfy or waive any condition precedent set
forth in Section 4.02 hereof) and, initially, shall bear interest at the rate then applicable to Committed
Loans that are Base Rate Loans. If a Letter of Credit Disbursement is deemed to be a Committed Loan
hereunder, the Borrowers’ obligation to pay the amount of such Letter of Credit Disbursement to the L/C
Issuer shall be automatically converted into an obligation to pay the resulting Committed Loan. Promptly
following receipt by the Agent of any payment from the Borrowers pursuant to this paragraph, the Agent
shall distribute such payment to the L/C Issuer or, to the extent that the Lenders have made payments
pursuant to Section 2.03(e) to reimburse the L/C Issuer, then to such Lenders and the L/C Issuer as their
interests may appear.

(e) Promptly following receipt of a notice of a Letter of Credit Disbursement pursuant to
Section 2.03(d), each Lender agrees to fund its Applicable Percentage of any Committed Loan deemed
made pursuant to Section 2.03(d) on the same terms and conditions as if the Borrowers had requested the
amount thereof as a Committed Loan and the Agent shall promptly pay to the L/C Issuer the amounts so
received by it from the Lenders. By the issuance of a Letter of Credit (or an amendment, renewal, or
extension of a Letter of Credit) and without any further action on the part of the L/C Issuer or the
Lenders, the L/C Issuer shall be deemed to have granted to each Lender, and each Lender shall be
deemed to have purchased, a participation in each Letter of Credit issued by the L/C Issuer, in an amount
equal to its Applicable Percentage of such Letter of Credit, and each such Lender agrees to pay to the
Agent, for the account of the L/C Issuer, such Lender’s Applicable Percentage of any Letter of Credit
Disbursement made by the L/C Issuer under the applicable Letter of Credit. In consideration and in
furtherance of the foregoing, each Lender hereby absolutely and unconditionally agrees to pay to the
Agent, for the account of the L/C Issuer, such Lender’s Applicable Percentage of each Letter of Credit
Disbursement made by the L/C Issuer and not reimbursed by Borrowers on the date due as provided in
Section 2.03(d), or of any reimbursement payment that is required to be refunded (or that the Agent or
the L/C Issuer elects, based upon the advice of counsel, to refund) to the Borrowers for any reason. Each
Lender acknowledges and agrees that its obligation to deliver to the Agent, for the account of the L/C
Issuer, an amount equal to its respective Applicable Percentage of each Letter of Credit Disbursement
pursuant to this Section 2.03(¢) shall be absolute and unconditional and such remittance shall be made
notwithstanding the occurrence or continuation of a Default or Event of Default or the failure to satisfy
or waive any condition set forth in Section 4.02 hereof. If any such Lender fails to make available to the
Agent the amount of such Lender’s Applicable Percentage of a Letter of Credit Disbursement as
provided in this Section, such Lender shall be deemed to be a Defaulting Lender and the Agent (for the
account of the L/C Issuer) shall be entitled to recover such amount on demand from such Lender together
with interest thereon at the Defaulting Lender Rate until paid in full.

(f) Each Borrower agrees to indemnify, defend and hold harmless each Credit Party
(including the L/C Issuer and its branches, Affiliates, and correspondents) and each such Person’s
respective directors, officers, employees, attorneys and agents (each, including the L/C Issuer, a “Letter
of Credit Related Person™) (to the fullest extent permitted by Law) from and against any and all claims,
demands, suits, actions, investigations, proceedings, liabilities, fines, reasonable and documented
out-of-pocket costs, penalties, and damages, and all reasonable and documented out-of-pocket fees and
disbursements of attorneys, experts, or consultants and all other reasonable and documented
out-of-pocket costs and expenses actually incurred in connection therewith or in connection with the
enforcement of this indemnification (as and when they are incurred and irrespective of whether suit is
brought), which may be incurred by or awarded against any such Letter of Credit Related Person (other
than Taxes, which shall be governed by Section 3.01) (the “Letter of Credit Indemnified Costs™), and
which arise out of or in connection with. or as a result of:
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(i) any Letter of Credit or any pre-advice of its issuance;

(i) any transfer, sale, delivery, surrender or endorsement of any Drawing
Document at any time(s) held by any such Letter of Credit Related Person in connection with any Letter
of Credit;

(iii) any action or proceeding arising out of, or in connection with, any Letter of
Credit (whether administrative, judicial or in connection with arbitration), including any action or
proceeding to compel or restrain any presentation or payment under any Letter of Credit, or for the
wrongful dishonor of, or honoring a presentation under, any Letter of Credit;

(iv) any independent undertakings issued by the beneficiary of any Letter of Credit;

(v) any unauthorized instruction or request made to the L/C Issuer in connection
with any Letter of Credit or requested Letter of Credit or error in computer or electronic transmission;

(vi) an adviser, confirmer or other nominated person seeking to be reimbursed,
indemnified or compensated;

(vii) any third party seeking to enforce the rights of an applicant, beneficiary,
nominated person, transferee, assignee of Letter of Credit proceeds or holder of an instrument or
document;

(viii) the fraud, forgery or illegal action of parties other than the Letter of Credit
Related Person;

(ix) the L/C Issuer’s performance of the obligations of a confirming institution or
entity that wrongfully dishonors a confirmation; or

(x) the acts or omissions, whether rightful or wrongful, of any present or future de
jure or de facto governmental or regulatory authority or cause or event beyond the control of the Letter of
Credit Related Person;

in each case, including that resulting from the Letter of Credit Related Person’s own negligence;
provided, that, such indemnity shall not be available to any Letter of Credit Related Person claiming
indemnification under clauses (i) through (x) above to the extent that such Letter of Credit Indemnified
Costs may be finally determined in a final, non-appealable judgment of a court of competent jurisdiction
to have resulted directly from the gross negligence or willful misconduct of the Letter of Credit Related
Person claiming indemnity. The Borrowers hereby agree to pay the Letter of Credit Related Person
claiming indemnity on demand from time to time all amounts owing under this Section 2.03(f). If and to
the extent that the obligations of the Borrowers under this Section 2.03(f) are unenforceable for any
reason, the Borrowers agree to make the maximum contribution to the Letter of Credit Indemnified Costs
permissible under applicable Law. This indemnification provision shall survive termination of this
Agreement and all Letters of Credit.

(g) The liability of the L/C Issuer (or any other Letter of Credit Related Person) under, in
connection with or arising out of any Letter of Credit (or pre-advice), regardless of the form or legal
grounds of the action or proceeding, shall be limited to direct damages suffered by the Borrowers that are
caused directly by the L/C Issuer’s gross negligence or willful misconduct in (i) honoring a presentation
under a Letter of Credit that on its face does not at least substantially comply with the terms and
conditions of such Letter of Credit, (i) failing to honor a presentation under a Letter of Credit that



59




Exhibit 10.2

strictly complies with the terms and conditions of such Letter of Credit or (iii) retaining Drawing
Documents presented under a Letter of Credit. The L/C Issuer shall be deemed to have acted with due
diligence and reasonable care if the L/C Issuer’s conduct is in accordance with Standard Letter of Credit
Practice or in accordance with this Agreement. The Borrowers’ aggregate remedies against the L/C
Issuer and any Letter of Credit Related Person for wrongfully honoring a presentation under any Letter of
Credit or wrongfully retaining honored Drawing Documents shall in no event exceed the aggregate
amount paid by the Borrowers to the L/C Issuer in respect of the honored presentation in connection with
such Letter of Credit under Section 2.03(d), plus interest at the rate then applicable to Base Rate Loans
hereunder. The Borrowers shall take action to avoid and mitigate the amount of any damages claimed
against the L/C Issuer or any other Letter of Credit Related Person, including by enforcing its rights
against the beneficiaries of the Letters of Credit. Any claim by the Borrowers under or in connection
with any Letter of Credit shall be reduced by an amount equal to the sum of (x) the amount (if any) saved
by the Borrowers as a result of the breach or alleged wrongful conduct complained of; and (y) the amount
(if any) of the loss that would have been avoided had the Borrowers taken all reasonable steps to mitigate
any loss, and in case of a claim of wrongful dishonor, by specifically and timely authorizing the L/C
Issuer to effect a cure.

(h) The Borrowers shall be responsible for preparing or approving the final text of the
Letter of Credit as issued by the L/C Issuer, irrespective of any assistance the L/C Issuer may provide
such as drafting or recommending text or by the L/C Issuer’s use or refusal to use text submitted by the
Borrowers. The Borrowers are solely responsible for the suitability of the Letter of Credit for the
Borrowers” purposes. With respect to any Letter of Credit containing an “automatic amendment” to
extend the expiration date of such Letter of Credit, the L/C Issuer, in its sole and absolute discretion, may
give notice of nonrenewal of such Letter of Credit and, if the Borrowers do not at any time want such
Letter of Credit to be renewed, the Borrowers will so notify the Agent and the L/C Issuer at least 15
calendar days before the L/C Issuer is required to notify the beneficiary of such Letter of Credit or any
advising bank of such nonrenewal pursuant to the terms of such Letter of Credit.

(i) The Borrowers’ reimbursement and payment obligations under this Section 2.03 are
absolute, unconditional and irrevocable and shall be performed strictly in accordance with the terms of
this Agreement under any and all circumstances whatsoever, including:

(i)  any lack of validity, enforceability or legal effect of any Letter of Credit or this
Agreement or any term or provision therein or herein;

(i) payment against presentation of any draft, demand or claim for payment under
any Drawing Document that does not comply in whole or in part with the terms of the applicable Letter
of Credit or which proves to be fraudulent, forged or invalid in any respect or any statement therein being
untrue or inaccurate in any respect, or which is signed, issued or presented by a Person or a transferee of
such Person purporting to be a successor or transferee of the beneficiary of such Letter of Credit;

(1) the L/C Issuer or any of its branches or Affiliates being the beneficiary of any
Letter of Credit;

(iv) the L/C Issuer or any correspondent honoring a drawing against a Drawing
Document up to the amount available under any Letter of Credit even if such Drawing Document claims
an amount in excess of the amount available under the Letter of Credit;

(v) the existence of any claim, set-off, defense or other right that the ParentLead
Borrower or any of its Subsidiarics may have at any time against any beneficiary, any assignee of
proceeds, the L/C Issuer or any other Person;
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(vi) any other event, circumstance or conduct whatsoever, whether or not similar to
any of the foregoing that might, but for this Section 2.03(i), constitute a legal or equitable defense to or
discharge of, or provide a right of set-off against, any Borrower’s or any of its Subsidiaries’
reimbursement and other payment obligations and liabilities, arising under, or in connection with, any
Letter of Credit, whether against the L/C Issuer, the beneficiary or any other Person; or

(vii) the fact that any Default or Event of Default shall have occurred and be
continuing;

provided, however, that subject to Section 2.03(g) above, the foregoing shall not release the L/C Issuer
from such liability to the Borrowers as may be finally determined in a final, non-appealable judgment of
a court of competent jurisdiction against the L/C Issuer following reimbursement or payment of the
obligations and liabilities, including reimbursement and other payment obligations, of the Borrowers to
the L/C Issuer arising under, or in connection with, this Section 2.03 or any Letter of Credit.

(j) Without limiting any other provision of this Agreement, the L/C Issuer and each other
Letter of Credit Related Person (if applicable) shall not be responsible to the Borrowers for, and the L/C
Issuer’s rights and remedies against the Borrowers and the obligation of the Borrowers to reimburse the
L/C Issuer for each drawing under each Letter of Credit shall not be impaired by:

(i)  honor of a presentation under any Letter of Credit that on its face substantially
complies with the terms and conditions of such Letter of Credit, even if the Letter of Credit requires strict
compliance by the beneficiary;

(i) honor of a presentation of any Drawing Document that appears on its face to
have been signed, presented or issued (A) by any purported successor or transferee of any beneficiary or
other Person required to sign, present or issue such Drawing Document or (B) under a new name of the
beneficiary;

(iii) acceptance as a draft of any written or electronic demand or request for
payment under a Letter of Credit, even if nonnegotiable or not in the form of a draft or notwithstanding
any requirement that such draft, demand or request bear any or adequate reference to the Letter of Credit;

(iv) the identity or authority of any presenter or signer of any Drawing Document
or the form, accuracy, genuineness or legal effect of any Drawing Document (other than the L/C Issuer’s
determination that such Drawing Document appears on its face substantially to comply with the terms
and conditions of the Letter of Credit);

(v) acting upon any instruction or request relative to a Letter of Credit or requested
Letter of Credit that the L/C Issuer in good faith believes to have been given by a Person authorized to
give such instruction or request;

(vi) any errors, omissions, interruptions or delays in transmission or delivery of any
message, advice or document (regardless of how sent or transmitted) or for errors in interpretation of
technical terms or in translation or any delay in giving or failing to give notice to the Borrowers;

(vii) any acts, omissions or fraud by, or the insolvency of, any beneficiary, any
nominated person or entity or any other Person or any breach of contract between any beneficiary and
any Borrower or any of the parties to the underlying transaction to which the Letter of Credit relates;
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(viii) assertion or waiver of any provision of the ISP or UCP that primarily benefits
an issuer of a letter of credit, including any requirement that any Drawing Document be presented to it at
a particular hour or place;

(ix) payment to any paying or negotiating bank (designated or permitted by the
terms of the applicable Letter of Credit) claiming that it rightfully honored or is entitled to
reimbursement or indemnity under Standard Letter of Credit Practice applicable to it;

(x) acting or failing to act as required or permitted under Standard Letter of Credit
Practice applicable to where the L/C Issuer has issued, confirmed, advised or negotiated such Letter of
Credit, as the case may be;

(xi) honor of a presentation after the expiration date of any Letter of Credit
notwithstanding that a presentation was made prior to such expiration date and dishonored by the L/C
Issuer if subsequently the L/C Issuer or any court or other finder of fact determines such presentation
should have been honored;

(xi1) dishonor of any presentation that does not strictly comply or that is fraudulent,
forged or otherwise not entitled to honor; or

(xiii) honor of a presentation that is subsequently determined by the L/C Issuer to
have been made in violation of international, federal, state or local restrictions on the transaction of
business with certain prohibited Persons.

(k) Upon the request of the Agent, (i) if the L/C Issuer has honored any full or partial
drawing request under any Letter of Credit and such drawing has resulted in an L/C Obligation that
remains outstanding, or (i) if; as of the Letter of Credit Expiration Date, any L/C Obligation for any
reason remains outstanding, the Borrowers shall, in each case, immediately Cash Collateralize the then
Outstanding Amount of all L/C Obligations. Sections 2.05 and 8.02(c) set forth certain additional
requirements to deliver Cash Collateral hereunder. For purposes of this Section 2.03, Section 2.05 and
Section 8.02(c), “Cash Collateralize™ means to pledge and deposit with or deliver to the Agent, for the
benefit of the L/C Issuer and the Lenders, as collateral for the L/C Obligations, cash or deposit account
balances in an amount equal to one hundred five percent (105%) of the Outstanding Amount of all L/C
Obligations (other than L/C Obligations with respect to Letters of Credit denominated in a currency other
than Dollars, which L/C Obligations shall be Cash Collateralized in an amount equal to one hundred
fifteen percent (115%) of the Outstanding Amount of such L/C Obligations), pursuant to documentation
in form and substance reasonably satisfactory to the Agent and the L/C Issuer (which documents are
hereby Consented to by the Lenders). The Borrowers hereby grant to the Agent a security interest in all
such cash, deposit accounts and all balances therein and all proceeds of the foregoing. Cash Collateral
shall be maintained in blocked, non-interest bearing deposit accounts at Wells Fargo. If at any time the
Agent determines that any funds held as Cash Collateral are subject to any right or claim of any Person
other than the Agent or that the total amount of such funds is less than the aggregate Outstanding Amount
of all L/C Obligations, the Borrowers will, forthwith upon demand by the Agent, pay to the Agent, as
additional funds to be deposited as Cash Collateral, an amount equal to the excess of (x) such aggregate
Outstanding Amount over (y) the total amount of funds, if any, then held as Cash Collateral that the
Agent determines to be free and clear of any such right and claim. Upon the drawing of any Letter of
Credit for which funds are on deposit as Cash Collateral, such funds shall be applied, to the extent
permitted under applicable Laws, to reimburse the L/C Issuer and, to the extent not so applied, shall
thereafter be applied to satisfy other Obligations and any surplus shall be promptly returned to the
Borrowers in accordance with their written instructions.
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(I) The Borrowers shall pay to the Agent for the account of each Lender in accordance with
its Applicable Percentage a Letter of Credit fee (the “Letter of Credit Fee”) for each Letter of Credit
equal to the Applicable Margin for EH3O-RateSOFR Loans multiplied by the daily Stated Amount under
each such Letter of Credit (whether or not such maximum amount is then in effect under such Letter of
Credit). For purposes of computing the daily amount available to be drawn under any Letter of Credit,
the amount of the Letter of Credit shall be determined in accordance with Section 1.06. Letter of Credit
Fees shall be (i) due and payable on the first day after the end of each month commencing with the first
such date to occur after the issuance of such Letter of Credit, and after the Letter of Credit Expiration
Date, on demand, and (ii) computed on a monthly basis in arrears. Notwithstanding anything to the
contrary contained herein, while any Event of Default exists, all Letter of Credit Fees shall accrue at the
Default Rate as provided in Section 2.08(b) hereof.

(m) In addition to the Letter of Credit Fees as set forth in Section 2.03(1) above, the
Borrowers shall pay immediately upon demand to the Agent for the account of the L/C lsquer as
non- refundable fees commissions, and charges '
sha#—beeieemeé&weimaéeﬂmld—t&ﬂ—p&ymﬂt{hﬁeemﬁﬂlewwﬂﬂxé&ﬂeﬂ—mw (1)
fmntmg fee which shall be imposed by the L/C ]s»uer upon the issuance of each Letter of (.redlt of

fees and charges then in effect imposed by, and any and all expenses incurred by, the L/C Issuer or by
any adviser, confirming institution or entity or other nominated person, relating to Letters of Credit, at
the time of issuance of any Letter of Credit and upon the occurrence of any other activity with respect to
any Letter of Credit (including transfers, assignments of proceeds, amendments, drawings, renewals or
cancellations).

(n) Unless otherwise expressly agreed by the L/C Issuer and the Borrowers when a Letter of
Credit is issued, (i) the rules of the ISP and the UCP shall apply to each Standby Letter of Credit, and (ii)
the rules of the UCP shall apply to each Commercial Letter of Credit.

(0) The L/C Issuer shall act on behalf of the Lenders with respect to any Letters of Credit
issued by it and the documents associated therewith, and the L/C Issuer shall have with respect to the
Lenders all of the benefits and immunities (A) provided to the Agent in Article IX with respect to any
acts taken or omissions suffered by the L/C Issuer in connection with Letters of Credit issued by it or
proposed to be issued by it and Issuer Documents pertaining to such Letters of Credit as fully as if the
term “Agent” as used in Article IX included the L/C Issuer with respect to such acts or omissions, and
(B) as additionally provided herein with respect to the L/C Issuer.

(p) In the event of a direct conflict between the provisions of this Section 2.03 and any
provision contained in any Issuer Document, it is the intention of the parties hereto that such provisions
be read together and construed, to the fullest extent possible, to be in concert with each other. In the
event of any actual, irreconcilable conflict that cannot be resolved as aforesaid, the terms and provisions
of this Section 2.03 shall control and govern.

2.04  Swing Line Loans.

(a) The Swing Line. Subject to the terms and conditions set forth herein, the Swing Line
Lender may, in reliance upon the agreements of the other Lenders set forth in this Section 2.04, make
loans (each such loan, a “Swing Line Loan”) to the Borrowers from time to time on any Business Day
during the Availability Period in an aggregate principal amount not to exceed at any time outstanding the
amount of the Swing Line Sublimit, notwithstanding the fact that such Swing Line Loans, when
aggregated with the Applicable Percentage of the Outstanding Amount of Committed Loans and L/C
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Obligations of the Lender acting as Swing Line Lender, may exceed the amount of such Lender’s
Commitment; provided, that, after giving effect to any Swing Line Loan, (i) the Total Outstandings shall
not exceed Loan Cap, (ii) the aggregate Outstanding Amount of the Committed Loans of any Lender at
such time, plus such Lender’s Applicable Percentage of the Outstanding Amount of all L/C Obligations
at such time, plus such Lender’s Applicable Percentage of the Outstanding Amount of all Swing Line
Loans at such time shall not exceed such Lender’s Commitment (ii1) H*e—mﬂ&kmq&eﬁ—ﬁer—&—iﬁwﬂg—l:me

Loan shall be received by Swing 1
Swing-Eine-Loan-is-to-be-made[intentionally Unnllcd] and (w) the Bormwers bhﬂ“ not use the proceedb

of any Swing Line Loan to refinance any outstanding Swing Line Loan. Within the foregoing limits, and
subject to the other terms and conditions hereof, the Borrowers may borrow under this Section 2.04,
prepay under Section 2.03, and reborrow under this Section 2.04. Each Swing Line Loan shall bear
interest only at the rate applicable to Base Rate Loans. Immediately upon the making of a Swing Line
Loan, each Lender shall be deemed to, and hereby irrevocably and unconditionally agrees to, purchase
from the Swing Line Lender a risk participation in such Swing Line Loan in an amount equal to the
product of such Lender’s Applicable Percentage times the amount of such Swing Line Loan. The Swing
Line Lender shall have with respect to the Lenders all of the benefits and immunities (A) provided to the
Agent in Article IX with respect to any acts taken or omissions suffered by the Swing Line Lender in
connection with Swing Line Loans made by it or proposed to be made by it as if the term “Agent” as
used in Article X included the Swing Line Lender with respect to such acts or omissions, and (B) as
additionally provided herein with respect to the Swing Line Lender.

(b) Borrowing Procedures. Each Swing Line Borrowing shall be made upon the Lead
Borrower’s irrevocable notice to the Swing Line Lender and the Agent, which may be given by
telephone. Each such notice must be received by the Swing Line Lender and the Agent not later than 1:00
p.m. on the requested borrowing date, and shall specify (i) the amount to be borrowed, which shall be a
minimum of $100,000, and (ii) the requested borrowing date, which shall be a Business Day. Each such
telephonic notice must be confirmed promptly by delivery to the Swing Line Lender and the Agent of a
written Swing Line Loan Notice, appropriately completed and signed by a Responsible Officer of the
Lead Borrower. Promptly after receipt by the Swing Line Lender of any telephonic Swing Line Loan
Notice, the Swing Line Lender will confirm with the Agent (by telephone or in writing) that the Agent
has also received such Swing Line Loan Notice and, if not, the Swing Line Lender will notify the Agent
(by telephone or in writing) of the contents thereof. Unless the Swing Line Lender has received notice
(by telephone or in writing) from the Agent at the request of the Required Lenders prior to 2:00 p.m. on
the date of the proposed Swing Line Borrowing (A) directing the Swing Line Lender not to make such
Swing Line Loan as a result of the limitations set forth in the proviso to the first sentence of Section
2.04(a), or (B) that one or more of the applicable conditions specified in Article [V is not then satisfied
(or waived in accordance with Section 10.1), then, subject to the terms and conditions hereof, the Swing
Line Lender may, not later than 3:00 p.m. on the borrowing date specified in such Swing Line Loan
Notice, make the amount of its Swing Line Loan available to the Borrowers at its office by crediting the
account of the Lead Borrower on the books of the Swing Line Lender in immediately available funds.

(¢c) Refinancing of Swing Line Loans.

(1)  The Swing Line Lender at any time in its sole and absolute discretion may
request, on behalf of the Borrowers (which hereby irrevocably authorize the Swing Line Lender to so
request on their behalf), that each Lender make a Base Rate Loan in an amount equal to such Lender’s
Applicable Percentage of the amount of Swing Line Loans then outstanding. Such request shall be made
in accordance with the requirements of Section 2.02, without regard to the minimum and multiples
specified therein for the principal amount of Base Rate Loans, but subject to the unutilized portion of the
Loan Cap and the satisfaction (or waiver in accordance with Section 10.1) of the conditions set forth in
Section 4.02. Each Lender shall make an amount equal to its Applicable Percentage of the amount of
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such outstanding Swing Line Loan available to the Agent in immediately available funds for the account
of the Swing Line Lender at the Agent’s Office not later than 1:00 p.m. on the day specified by the Swing
Line Lender, whereupon, subject to Section 2.04(c)(ii), each Lender that so makes funds available shall
be deemed to have made a Base Rate Loan to the Borrowers in such amount. The Agent shall remit the
funds so received to the Swing Line Lender.

(i) If for any reason any Swing Line Loan cannot be refinanced by such a
Committed Borrowing in accordance with Section 2.04(c)(i), the request for Base Rate Loans submitted
by the Swing Line Lender as set forth herein shall be deemed to be a request by the Swing Line Lender
that each of the Lenders fund its risk participation in the relevant Swing Line Loan and each Lender’s
payment to the Agent for the account of the Swing Line Lender pursuant to Section 2.04(c)(i) shall be
deemed payment in respect of such participation.

(iii) If any Lender fails to make available to the Agent for the account of the Swing
Line Lender any amount required to be paid by such Lender pursuant to the foregoing provisions of this
Section 2.04(c) by the time specified in Section 2.04(c)(i), the Swing Line Lender shall be entitled to
recover from such Lender (acting through the Agent), on demand, such amount with interest thereon for
the period from the date such payment is required to the date on which such payment is immediately
available to the Swing Line Lender at a rate per annum equal to the greater of the Federal Funds Rate and
a rate determined by the Swing Line Lender in accordance with banking industry rules on interbank
compensation plus any administrative, processing or similar fees customarily charged by the Swing Line
Lender in connection with the foregoing. If such Lender pays such amount (with interest and fees as
aforesaid), the amount so paid shall constitute such Lender’s Committed Loan included in the relevant
Committed Borrowing or funded participation in the relevant Swing Line Loan, as the case may be. A
certificate of the Swing Line Lender submitted to any Lender (through the Agent) with respect to any
amounts owing under this clause (iii) shall be conclusive absent manifest error.

(iv) Each Lender’s obligation to make Committed Loans or to purchase and fund
risk participations in Swing Line Loans pursuant to this Section 2.04(c) shall be absolute and
unconditional and shall not be affected by any circumstance, including (A) any setoft, counterclaim,
recoupment, defense or other right which such Lender may have against the Swing Line Lender, the
Borrowers or any other Person for any reason whatsoever, (B) the occurrence or continuance of a Default
or an Event of Default, or (C) any other occurrence, event or condition, whether or not similar to any of
the foregoing; provided, that, each Lender’s obligation to make Committed Loans pursuant to this
Section 2.04(c) is subject to the satisfaction (or waiver in accordance with Section 10.1) of the conditions
set forth in Section 4.02. No such funding of risk participations shall relieve or otherwise impair the
obligation of the Borrowers to repay Swing Line Loans, together with interest as provided herein.

(d) Repayment of Participations.

(i)  Atany time after any Lender has purchased and funded a risk participation in a
Swing Line Loan, if the Swing Line Lender receives any payment on account of such Swing Line Loan,
the Swing Line Lender will distribute to such Lender its Applicable Percentage of such payment
(appropriately adjusted, in the case of interest payments, to reflect the period of time during which such
Lender’s risk participation was funded) in the same funds as those received by the Swing Line Lender.

(i) If any payment received by the Swing Line Lender in respect of principal or
interest on any Swing Line Loan is required to be returned by the Swing Line Lender under any of the
circumstances described in Section 10.05 (including pursuant to any settlement entered into by the Swing
Line Lender in its discretion), each Lender shall pay to the Swing Line Lender its Applicable Percentage
thereof on demand of the Agent, plus interest thereon from the date of such demand to the date such
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amount is returned, at a rate per annum equal to the Federal Funds Rate. The Agent will make such
demand upon the request of the Swing Line Lender. The obligations of the Lenders under this clause
shall survive the payment in full of the Obligations and the termination of this Agreement.

(¢) Interest for Account of Swing Line Lender. The Swing Line Lender shall be
responsible for invoicing the Borrowers for interest on the Swing Line Loans. Until each Lender funds
its Base Rate Loan or risk participation pursuant to this Section 2.04 to refinance such Lender’s
Applicable Percentage of any Swing Line Loan, interest in respect of such Applicable Percentage shall
be solely for the account of the Swing Line Lender.

(f) Payments Directly to Swing Line Lender. The Borrowers shall make all payments of
principal and interest in respect of the Swing Line Loans directly to the Swing Line Lender.

2.05  Prepayments.

(a) The Borrowers may, upon irrevocable notice from the Lead Borrower to the Agent, at
any time or from time to time voluntarily prepay Committed Loans in whole or in part without premium
or penalty; provided, that, (i) such notice must be received by the Agent not later than 11:00 a.m. (A)
three U.S. Government Securities Business Days prior to any date of prepayment of HBO-RateSOFR
Loans and (B) on the date of prepayment of Base Rate Loans; (ii) any prepayment of EIBO-RateSOFR
Loans, unless a Cash Dominion Event has occurred and is continuing, shall be in a principal amount of
$500,000 or a whole multiple of $100,000 in excess thereof; and (iii) any prepayment of Base Rate
Loans, unless a Cash Dominion Event has occurred and is continuing, shall be in a principal amount of
$500,000 or a whole multiple of $100,000 in excess thereof or, in each case, if less, the entire principal
amount thereof then outstanding. Notwithstanding anything to the contrary in the foregoing, if a notice
of prepayment is given in connection with a conditional notice of termination of the Commitments as
contemplated by Section 2.06, then such notice of prepayment may be revoked if such notice of
termination is revoked in accordance with Section 2.06. Each such notice shall specify the date and
amount of such prepayment and the Type(s) of Loans to be prepaid and, if LiBO-RateSOFR Loans, the
Interest Period(s) of such Loans. The Agent will promptly notify each Lender of its receipt of each such
notice, and of the amount of such Lender’s Applicable Percentage of such prepayment. If such notice is
given by the Lead Borrower, the Borrowers shall make such prepayment and the payment amount
specified in such notice shall be due and payable on the date specified therein. Any prepayment of a
LHBO-RateSOFR Loan shall be accompanied by all accrued interest on the amount prepaid, together with
any additional amounts required pursuant to Section 3.05. Each such prepayment shall be applied to the
Committed Loans of the Lenders in accordance with their respective Applicable Percentages.

(b) The Borrowers may, upon irrevocable notice from the Lead Borrower to the Swing Line
Lender (with a copy to the Agent), at any time or from time to time, voluntarily prepay Swing Line Loans
in whole or in part without premium or penalty; provided that (i) such notice must be received by the
Swing Line Lender and the Agent not later than 1:00 p.m. on the date of the prepayment, and (ii) any
such prepayment shall be in a minimum principal amount of $100,000. Each such notice shall specify
the date and amount of such prepayment. If such notice is given by the Lead Borrower, the Borrowers
shall make or cause to be made such prepayment and the payment amount specified in such notice shall
be due and payable on the date specified therein.

(c) If for any reason the Total Outstandings at any time exceed the Loan Cap as then in
effect, the Borrowers shall immediately prepay Loans, Swing Line Loans and/or Cash Collateralize the
L/C Obligations in an aggregate amount equal to such excess; provided, however, that the Borrowers
shall not be required to Cash Collateralize the L/C Obligations pursuant to this Section 2.05(c) unless
after the prepayment in full of the Loans the Total Outstandings exceed the Loan Cap as then in effect.
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(d) The Borrower shall prepay the Loans and Cash Collateralize the L/C Obligations with
the proceeds and collections received by the Loan Parties to the extent so required under the provisions
of Section 6.13 hereof.

(¢) Prepayments made pursuant to Section 2.05(c) and (d) above, first, shall be applied to
the Swing Line Loans, second, shall be applied ratably to the outstanding Committed Loans, third, shall
be used to Cash Collateralize the remaining L/C Obligations; and, fourth, the amount remaining, if any,
after the prepayment in full of all Swing Line Loans and Committed Loans outstanding at such time and
the Cash Collateralization of the remaining L/C Obligations in full may be retained by the Borrowers for
use in the ordinary course of its business, Upon the drawing of any Letter of Credit that has been Cash
Collateralized, the funds held as Cash Collateral shall be applied (without any further action by or notice
to or from the Borrowers or any other Loan Party) to reimburse the L/C Issuer or the Lenders, as
applicable.

2.06  Termination or Reduction of Commitments,

(a) The Borrowers may, upon irrevocable notice from the Lead Borrower to the Agent,
terminate the Aggregate Commitments, the Letter of Credit Sublimit or the Swing Line Sublimit or from
time to time permanently reduce the Aggregate Commitments, the Letter of Credit Sublimit or the Swing
Line Sublimit; provided that (i) any such notice shall be received by the Agent not later than 11:00 a.m.
five Business Days prior to the date of termination or reduction, (ii) any such partial reduction shall be in
an aggregate amount of $1,000,000 or any whole multiple of $500,000 in excess thereof, (iii) the
Borrowers shall not terminate or reduce (A) the Aggregate Commitments if, after giving effect thereto
and to any concurrent prepayments hereunder, the Total Outstandings would exceed the Aggregate
Commitments, (B) the Letter of Credit Sublimit if, after giving effect thereto, the Outstanding Amount of
L/C Obligations not fully Cash Collateralized hereunder would exceed the Letter of Credit Sublimit, and
(C) the Swing Line Sublimit if, after giving effect thereto, and to any concurrent payments hereunder, the
Outstanding Amount of Swing Line Loans hereunder would exceed the Swing Line Sublimit, and (iv)
notwithstanding anything to the contrary in the foregoing, a notice of termination of the Commitments
delivered by the Lead Representative may state that such notice is conditioned upon the effectiveness of
other credit facilities or other transaction, in which case such notice may be revoked by the Borrower
Representative (by notice to the Agent on or prior to the specified effective date) if such condition is not
satisfied.

(b) If, after giving effect to any reduction of the Aggregate Commitments, the Letter of
Credit Sublimit or the Swing Line Sublimit exceeds the amount of the Aggregate Commitments, such
Letter of Credit Sublimit or Swing Line Sublimit shall be automatically reduced by the amount of such
excess.

(¢c) The Agent will promptly notify the Lenders of any termination or reduction of the
Letter of Credit Sublimit, Swing Line Sublimit or the Aggregate Commitments under this Section 2.06.
Upon any reduction of the Aggregate Commitments, the Commitment of each Lender shall be reduced by
such Lender’s Applicable Percentage of such reduction amount. All fees (including, without limitation,
commitment fees and Letter of Credit Fees) and interest in respect of the Aggregate Commitments
accrued until the effective date of any termination of the Aggregate Commitments shall be paid on the
effective date of such termination.

2.07  Repayment of Loans.

(a) The Borrower shall repay to the Lenders on the Termination Date the aggregate
principal amount of Committed Loans outstanding on such date.
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(b) To the extent not previously paid, the Borrower shall repay the outstanding balance of
the Swing Line Loans on the Termination Date.

2.08  Interest.

(a) Subject to the provisions of Section 2.08(b) below and Section 3.03, (i) each HBO
RateSOFR Loan shall bear interest on the outstanding principal amount thereof for each Interest Period
at a rate per annum equal e Term SOFR for the Adtusted HHBO-Ratetorsueh Interest Period thereof plus
the Applicable Margin; (ii) each Base Rate Loan shall bear interest on the outstanding principal amount
thereof from the applicable borrowing date at a rate per annum equal to the Base Rate plus the
Applicable Margin; and (iii) each Swing Line Loan shall bear interest on the outstanding principal
amount thereof from the applicable borrowing date at a rate per annum equal to the Base Rate plus the
Applicable Margin.

(b) (i) Ifany amount payable under any Loan Document is not paid when due (without
regard to any applicable grace periods), whether at stated maturity, by acceleration or otherwise, such
amount shall thereafter bear interest at a fluctuating interest rate per annum at all times equal to the
Default Rate to the fullest extent permitted by applicable Laws.

(i) If any ether Event of Default exists, then the Agent may, and upon the request
of the Required Lenders shall, notify the Lead Borrower that all outstanding Obligations shall thereafter
bear interest at a fluctuating interest rate per annum at all times equal to the Default Rate and thereafter
such Obligations shall bear interest at the Default Rate to the fullest extent permitted by applicable Laws.

(iif) Accrued and unpaid interest on past due amounts (including interest on past
due interest) shall be due and payable upon demand.

(c) Interest on each Loan shall be due and payable in arrears on each Interest Payment Date
applicable thereto and at such other times as may be specified herein. Interest hereunder shall be due and
payable in accordance with the terms hereof before and after judgment, and before and after the
commencement of any proceeding under any Debtor Relief Law.

2.09  Fees. In addition to certain fees described in subsections (1) and (m) of Section 2.03:

(a) Commitment Fee. The Borrowers shall pay to the Agent for the account of each Lender
in accordance with its Applicable Percentage, a commitment fee calculated on a per annum basis equal to
the Applicable Commitment Fee Percentage multiplied by the actual daily amount by which the
Aggregate Commitments exceed the Total Quistandings. The commitment fee shall accrue at all times
during the Availability Period, including at any time during which one or more of the conditions in
Article IV is not met, and shall be due and payable monthly in arrears on the first day after the end of
each month, commencing with the first such date to occur after the Closing Date, and on the last day of
the Availability Period. The commitment fee shall be calculated monthly in arrears.

(b) Other Fees. The Borrower shall pay to the Arranger and the Agent for their own
respective accounts fees in the amounts and at the times specified in the Fee Letter. Such fees shall be
fully earned when paid and shall not be refundable for any reason whatsoever.

2.10  Computation of Interest and Fees; Term SOFR Conforming Changes.

(a) All computations of fees and interest shall be made on the basis of a three-hundred-sixty

3603 -day year
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be-in-the-ease-ofBaseRate-Leans) and actual days elapsed. Interest shall accrue on each outstanding
Loan beginning, and including the day, such Loan is made and until (but not including) the day on which
such Loan (or such portion thereof) is paid, provided; that; any Loan that is repaid on the same day on
which it is made shall, subject to Section 2.12(a), bear interest for one day,. Each determination by the
Agent of an interest rate or fee hereunder shall be conclusive and binding for all purposes, absent
manifest error.

(b) In connection with the use or administration of Term SOFR, the Agent will have the
right to make Conforming Changes from time to time and, notwithstanding anything to the contrary
herein or in any other Loan Document, any amendments implementing such Conforming Changes will
become effective without any further action or consent of any other party to this Agreement or any other
Loan Document. The Agent will promptly notify the Lead Borrower and the Lenders of the effectiveness
of any Conforming Changes in connection with the use or administration of Term SOFR.

2.11  Evidence of Debt.

f&) The Credit Extensions made by each Lender shall be evidenced by one or more accounts
or records maintained by the Agent (the “Loan Account™) in the ordinary course of business. In addition,
each Lender may record in such Lender’s internal records, an appropriate notation evidencing the date
and amount of each Loan from such Lender, each payment and prepayment of principal of any such
Loan, and each payment of interest, fees and other amounts due in connection with the Obligations due to
such Lender. The accounts or records maintained by the Agent and each Lender shall be conclusive
absent manifest error of the amount of the Credit Extensions made by the Lenders to the Borrowers and
the interest and payments thereon. Any failure to so record or any error in doing so shall not, however,
limit or otherwise affect the obligation of the Borrowers hereunder to pay any amount owing with respect
to the Obligations. In the event of any conflict between the accounts and records maintained by any
Lender and the accounts and records of the Agent in respect of such matters, the accounts and records of
the Agent shall control in the absence of manifest error. Upon the request of any Lender made through
the Agent, the Borrowers shall execute and deliver to such Lender (through the Agent) a Note, which
shall evidence such Lender’s Loans in addition to such accounts or records. Each Lender may attach
schedules to its Note and endorse thereon the date, Type (if applicable), amount and maturity of its Loans
and payments with respect thereto. Upon receipt of an affidavit of a Lender as to the loss, theft,
destruction or mutilation of such Lender’s Note, together with customary indemnification undertakings
for the benefit of the Borrowers, and upon cancellation of such Note, the Borrowers will issue, in lieu
thereof, a replacement Note in favor of such Lender, in the same principal amount thereof and otherwise
of like tenor.

) In addition to the accounts and records referred to in Section 2.11(a), each Lender and
the Agent shall maintain in accordance with its usual practice accounts or records evidencing the
purchases and sales by such Lender of participations in Letters of Credit and Swing Line Loans. In the
event of any conflict between the accounts and records maintained by the Agent and the accounts and
records of any Lender in respect of such matters, the accounts and records of the Agent shall control in
the absence of manifest error.

2.12  Payments Generally; Agent’s Clawback.

&) General. All payments to be made by the Borrowers shall be made without condition or
deduction for any counterclaim, defense, recoupment or setoff. Except as otherwise expressly provided
herein, all payments by the Borrowers hereunder shall be made to the Agent, for the account of the
respective Lenders to which such payment is owed, at the Agent’s Office in Dollars and in immediately
available funds not later than 2:00 p.m. on the date specified herein. Subject to Section 2.14 hereof, the
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Agent will promptly distribute to each Lender its Applicable Percentage (or other applicable share as
provided herein) of such payment in like funds as received by wire transfer to such Lender’s Lending
Office. All payments received by the Agent after 2:00 p.m., at the option of the Agent, shall be deemed
received on the next succeeding Business Day and any applicable interest or fee shall continue to accrue.
If any payment to be made by the Borrowers shall come due on a day other than a Business Day, payment
shall be made on the next following Business Day, and such extension of time shall be reflected in
computing interest or fees, as the case may be.

) (i) Funding by Lenders; Presumption by Agent. Unless the Agent shall have
received notice from a Lender prior to the proposed date of any Borrowing of EHBO-RateSOFR Loans (or
in the case of any Borrowing of Base Rate Loans, prior to 12:00 noon on the date of such Borrowing)
that such Lender will not make available to the Agent such Lender’s share of such Borrowing, the Agent
may assume that such Lender has made such share available on such date in accordance with Section
2.02 (or in the case of a Borrowing of Base Rate Loans, that such Lender has made such share available
in accordance with and at the time required by Section 2.02) and may, in reliance upon such assumption,
make available to the Borrowers a corresponding amount. In such event, if a Lender has not in fact made
its share of the applicable Committed Borrowing available to the Agent, then the applicable Lender and
the Borrowers severally agree to pay to the Agent forthwith on demand such corresponding amount in
immediately available funds with interest thereon, for each day from and including the date such amount
is made available to the Borrowers to but excluding the date of payment to the Agent, at (A) in the case
of a payment to be made by such Lender, the greater of the Federal Funds Rate and a rate determined by
the Agent in accordance with banking industry rules on interbank compensation plus any administrative
processing or similar fees customarily charged by the Agent in connection with the foregoing, and (B) in
the case of a payment to be made by the Borrowers, the interest rate applicable to Base Rate Loans. If
the Borrowers and such Lender shall pay such interest to the Agent for the same or an overlapping
period, the Agent shall promptly remit to the Borrowers the amount of such interest paid by the
Borrowers for such period. If such Lender pays its share of the applicable Committed Borrowing to the
Agent, then the amount so paid shall constitute such Lender’s Committed Loan included in such
Committed Borrowing. Any payment by the Borrowers shall be without prejudice to any claim the
Borrowers may have against a Lender that shall have failed to make such payment to the Agent.

(i) Payments by Borrowers; Presumptions by Agent. Unless the Agent shall have
received notice from the Lead Borrower prior to the time at which any payment is due to the Agent for
the account of the Lenders or the L/C Issuer hereunder that the Borrowers will not make such payment,
the Agent may assume that the Borrowers have made such payment on such date in accordance herewith
and may, in reliance upon such assumption, distribute to the Lenders or the L/C Issuer, as the case may
be, the amount due. In such event, if the Borrowers have not in fact made such payment, then each of the
Lenders or the L/C Issuer, as the case may be, severally agrees to repay to the Agent forthwith on
demand the amount so distributed to such Lender or the L/C Issuer, in immediately available funds with
interest thereon, for each day from and including the date such amount is distributed to it to but
excluding the date of payment to the Agent, at the greater of the Federal Funds Rate and a rate
determined by the Agent in accordance with banking industry rules on interbank compensation.

A notice of the Agent to any Lender or the Lead Borrower with respect to any amount owing
under this subsection (b) shall be conclusive, absent manifest error.

e} Failure to Satisfy Conditions Precedent. If any Lender makes available to the Agent
funds for any Loan to be made by such Lender as provided in the foregoing provisions of this Article 11,
and such funds are not made available to the Borrowers by the Agent because the conditions to the
applicable Credit Extension set forth in Article IV are not satisfied or waived in accordance with the
terms hereof (subject to the provisions of the last paragraph of Section 4.02 hereof), the Agent shall
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&) Obligations of Lenders Several. The obligations of the Lenders hereunder to make
Committed Loans, to fund participations in Letters of Credit and Swing Line Loans and to make
payments hereunder are several and not joint. The failure of any Lender to make any Committed Loan,
to fund any such participation or to make any payment hereunder on any date required hereunder shall
not relieve any other Lender of its corresponding obligation to do so on such date, and no Lender shall be
responsible for the failure of any other Lender to so make its Committed Loan, to purchase its
participation or to make its payment hereunder.

fe} Funding Source. Nothing herein shall be deemed to obligate any Lender to obtain the
funds for any Loan in any particular place or manner or to constitute a representation by any Lender that
it has obtained or will obtain the funds for any Loan in any particular place or manner.

2.13  Sharing of Payments by Lenders. If any Credit Party shall, by exercising any right of
setoff or counterclaim or otherwise, obtain payment in respect of any principal of, interest on, or other
amounts with respect to, any of the Obligations resulting in such Lender’s receiving payment of a
proportion of the aggregate amount of such Obligations greater than its pro rata share thereof as provided
herein (including as in contravention of the priorities of payment set forth in Section 8.03), then the
Credit Party receiving such greater proportion shall (a) notify the Agent of such fact, and (b) purchase
(for cash at face value) participations in the Obligations of the other Credit Parties, or make such other
adjustments as shall be equitable, so that the benefit of all such payments shall be shared by the Credit
Parties ratably and in the priorities set forth in Section 8.03, provided, that:

(i) ifany such participations or subparticipations are purchased and all or any
portion of the payment giving rise thereto is recovered, such participations or subparticipations shall be
rescinded and the purchase price restored to the extent of such recovery, without interest; and

(i) the provisions of this Section shall not be construed to apply to (A) any
payment made by the Loan Parties pursuant to and in accordance with the express terms of this
Agreement or (B) any payment obtained by a Lender as consideration for the assignment of or sale of a
participation in any of its Committed Loans or subparticipations in L/C Obligations or Swing Line Loans
to any assignee or participant, other than to the Borrowers or any Subsidiary thereof (as to which the
provisions of this Section shall apply).

Each Loan Party consents to the foregoing and agrees, {o the extent it may effectively do so
under applicable law, that any Lender acquiring a participation pursuant to the foregoing arrangements
may exercise against such Loan Party rights of setoff and counterclaim with respect to such participation
as fully as if such Lender were a direct creditor of such Loan Party in the amount of such participation.

2.14  Settlement Amongst Lenders

&) The amount of each Lender’s Applicable Percentage of outstanding Loans (including
outstanding Swing Line Loans, shall be computed weekly (or more frequently in the Agent’s discretion)
and shall be adjusted upward or downward based on all Loans (including Swing Line Loans) and
repayments of Loans (including Swing Line Loans) received by the Agent as of 3:00 p.m. on the first
Business Day (such date, the “Settlement Date™) following the end of the period specified by the Agent.

() The Agent shall deliver to each of the Lenders promptly after a Settlement Date a
summary statement of the amount of outstanding Committed Loans and Swing Line Loans for the period
and the amount of repayments received for the period. As reflected on the summary statement, (i) the
Agent shall transfer to each Lender its Applicable Percentage of repayments, and (ii) each Lender shall
transfer to the Agent (as provided below) or the Agent shall transfer to each Lender, such amounts as are
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necessary to insure that, after giving effect to all such transfers, the amount of Committed Loans made by
each Lender shall be equal to such Lender’s Applicable Percentage of all Committed Loans outstanding
as of such Settlement Date, If the summary statement requires transfers to be made to the Agent by the
Lenders and is received prior to 1:00 p.m. on a Business Day, such transfers shall be made in
immediately available funds no later than 3:00 p.m. that day; and, if received after 1:00 p.m., then no
later than 3:00 p.m. on the next Business Day. The obligation of each Lender to transfer such funds is
irrevocable, unconditional and without recourse to or warranty by the Agent. If and to the extent any
Lender shall not have so made its transfer to the Agent, such Lender agrees to pay to the Agent, 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, equal to the greater of the Federal Funds Rate and a rate determined by the
Agent in accordance with banking industry rules on interbank compensation plus any administrative,
processing, or similar fees customarily charged by the Agent in connection with the foregoing,

2.15  InereaseinCommitments.
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ARTICLE 111
TAXES, YIELD PROTECTION AND ILLEGALITY;
APPOINTMENT OF LEAD BORROWER

3.001 Taxes.

(a) Payments Free of Taxes. Any and all payments by or on account of any obligation of
the Borrowers hereunder or under any other Loan Document shall be made free and clear of and without
reduction or withholding for any Indemnified Taxes or Other Taxes, provided, that, if the Borrowers
shall be required by applicable law to deduct any Indemnified Taxes (including any Other Taxes) from
such payments, then (i) the sum payable shall be increased as necessary so that after making all required
deductions (including deductions applicable to additional sums payable under this Section) the Agent,
Lender or L/C Issuer, as the case may be, receives an amount equal to the sum it would have received had
no such deductions been made, (ii) the Borrowers shall make such deductions and (iii) the Borrowers
shall timely pay the full amount deducted to the relevant Governmental Authority in accordance with
applicable law.

(b) Payment of Other Taxes by the Borrowers. Without limiting the provisions of
subsection (a) above, the Borrowers shall timely pay any Other Taxes to the relevant Governmental
Authority in accordance with applicable law.

(¢) Indemnification by the Loan Parties. The Loan Parties shall indemnify the Agent, each
Lender and the L/C Issuer, within ten (10) days after demand therefor, for the full amount of any
Indemnified Taxes or Other Taxes (including Indemnified Taxes or Other Taxes imposed or asserted on
or attributable to amounts payable under this Section) paid by the Agent, such Lender or the L/C Issuer,
as the case may be, and any penalties, interest and reasonable expenses arising therefrom or with respect
thereto, whether or not such Indemnified Taxes or Other Taxes were correctly or legally imposed or
asserted by the relevant Governmental Authority. A certificate as to the amount of such payment or
liability delivered to the Lead Borrower by a Lender or the L/C Issuer (with a copy to the Agent), or by
the Agent on its own behalf or on behalf of the Agent, a Lender or the L/C Issuer, shall be conclusive
absent manifest error.

(d) Evidence of Payments. As soon as practicable after any payment of Indemnified Taxes
or Other Taxes by the Borrowers to a Governmental Authority, the Lead Borrower shall deliver to the
Agent the original or a certified copy of a receipt issued by such Governmental Authority evidencing
such payment, a copy of the return reporting such payment or other evidence of such payment reasonably
satisfactory to the Agent.

(¢) Status of Lenders. Any Fereizn Lender that is entitled to an exemption from or
reduction of withholding tax under the law of the jurisdiction in which any Borrower is resident for tax
purposes, or any treaty to which such jurisdiction is a party, with respect to payments hereunder or under
any other Loan Document shall deliver to the Lead Borrower (with a copy to the Agent), at the time or
times prescribed by applicable law or reasonably requested by the Lead Borrower or the Agent, such
properly completed and executed documentation prescribed by applicable law as will permit such
payments to be made without withholding or at a reduced rate of withholding. Such delivery shall be
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provided on the Closing Date and on or before such documentation expires or becomes obsolete or after
the occurrence of an event requiring a change in the documentation most recently delivered. In addition,
any Lender, if requested by the Lead Borrower or the Agent, shall deliver such other documentation
prescribed by applicable law or reasonably requested by the Lead Borrower or the Agent as will enable
the Lead Borrower or the Agent to determine whether or not such Lender is subject to backup
withholding or information reporting requirements.

Without limiting the generality of the foregoing, in the event that any Borrower is resident for tax
purposes in the United States, any Fereign Lender shall deliver to the Lead Borrower and the Agent (in
such number of copies as shall be requested by the recipient) on or prior to the date on which such
Foreign Lender becomes a Lender under this Agreement (and from time to time thereafter upon the
request of the Lead Borrower or the Agent, but only if such Eereien Lender is legally entitled to do so),
whichever of the following is applicable:

(i)  With respect to any Lender that is not a Foreign Lender, duly completed copies

of Internal Revenue Service Form W-9 certifying that such Lender is exempt from U.S, federal backup
withholding tax,

(i) With respect to any Lender that is a Foreign Lender:

(A) € duly completed copies of Internal Revenue Service Form W-8BEN
claiming eligibility for benefits of an income tax treaty to which the United States is a party,

(B) i) duly completed copies of Internal Revenue Service Form W-8ECI,

(C) ) in the case of a Foreign Lender claiming the benefits of the exemption
for portfolio interest under section 881(c) of the Code, (x) a certificate to the effect that such Foreign
Lender is not (A) a “bank™ within the meaning of section 881(c)(3)(A) of the Code, (B) a “10 percent
shareholder” of the Borrowers within the meaning of section 881(c)(3)(B) of the Code, or (C) a
“controlled foreign corporation” described in section 881(c)(3)(C) of the Code and (y) duly completed
copies of Internal Revenue Service Form W-8BEN,

applicable reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of
the Code, as applicable), such Lender shall deliver to the Lead Borrower and the Agent at the time or
times prescribed by law and at such time or times reasonably requested by the Lead Borrower or the
Agent such documentation prescribed by applicable law (including as prescribed by Section
1471(b)(3)(C)(i) of the Code) and such additional documentation reasonably requested by the Lead
Borrower or the Agent as may be necessary for the Lead Borrower and the Agent to comply with their
obligations under FATCA and to determine that such Lender has complied with such Lender’s
obligations under FATCA or to determine the amount, if any, to deduct and withhold from such payment.
purposes of this clause (i ; i 3
this Agreement, or

[
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(iv) any other form prescribed by applicable law as a basis for claiming exemption
from or a reduction in United States Federal withholding tax duly completed together with such
supplementary documentation as may be prescribed by applicable law to permit the Lead Borrower to
determine the withholding or deduction required to be made.
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(f) Status of Agent. On or before the Closing Date (and on or before the date any successor
or replacement Agent becomes the Agent hereunder), to the extent copies thereof have not previously
been so delivered, the Agent shall deliver to the Lead Borrower, to the extent it is legally able to do so,
duly completed copies of either (i) Internal Revenue Service Form W-9 (or any subsequent versions
thereof or successors thereto) or (ii) (A) Internal Revenue Service Form W-8IMY (or any subsequent
versions thereof or successors thcreto ccrtlfymg that it is a “U.S. branch” of a forcnm bank and
evidencing its agreement with the Borrowers to be treated as a U.S. person with respect to payments
made to it by the Bom)wers and (B) Internal Revenue Service Form W-8ECI with respect to any amounts

(g) 5 Treatment of Certain Refunds. If the Agent, any Lender or the L/C Issuer
determines, in its sole discretion, that it has received a refund of any Taxes or Other Taxes as to which it
has been indemnified by the Borrowers or with respect to which the Borrowers have paid additional
amounts pursuant to this Section, it shall pay to the Borrowers an amount equal to such refund (but only
to the extent of indemnity payments made, or additional amounts paid, by the Borrowers under this
Section with respect to the Taxes or Other Taxes giving rise to such refund), net of all out-of-pocket
expenses of the Agent, such Lender or the L/C Issuer, as the case may be, and without interest (other than
any interest paid by the relevant Governmental Authority with respect to such refund), provided, that, the
Borrowers, upon the request of the Agent, such Lender or the L/C Issuer, agree to repay the amount paid
over to the Borrowers (plus any penalties, interest or other charges imposed by the relevant
Governmental Authority) to the Agent, such Lender or the L/C Issuer in the event the Agent, such Lender
or the L/C Tssuer is required to repay such refund to such Governmental Authority. This subsection shall
not be construed to require the Agent, any Lender or the L/C Issuer to make available its tax returns (or
any other information relating to its taxes that it deems confidential) to the Borrowers or any other
Person.

(h) ~ Defined Terms. For purposes of this section, the term “applicable law™ includes
FATCA.

3.02 Illegality If any Lender determines that any change in mgrggt conditions or any Chan_gg

(or Base Rate Loans determined with reference to Tcrm SOFR) or to determme or charge interest rates
bascd upon the HBQTcnn SOFR Reference Ratc : : '

I:e&dammefbamc.—mar-keﬁem §Q_ER or SOFR, Ihen on nmlce thereof by quch Lender to the Lead
Borrower through the Agent, any obligation of such Lender to make or continue HHBOSOFR Loans (or
Base Rate Loans determined with reference to Term SOFR) or to convert Base Rate Loans to EIBO
RateSOFR Loans shall be suspended until such Lender notifies the Agent and the Lead Borrower that the
circumstances giving rise to such determination no longer exist. Upon receipt of such notice, if

necessary to avoid such illegality or impracticability, (i) in the case of any SOFR Loans of such Lender

that are outstanding, the Borrowers shall, upon demand from such Lender (with a copy to the Agent),
prepay or, if applicable, convert all EHBO-RateSOFR Loans of such Lender to Base Rate Loans (and if
applicable, without reference to Term SOFR), either on the last day of the Interest Period therefor, if such
Lender may lawfully continue to rnaintain suuh HHQ%MSL Loans to 5uch day, or immediately, if

case of any such Base Rate Loans of such Lender that are outstanding 'md that are determmed wﬂh_

reference to Term SOFR, interest upon the Base Rate Loans of such Lender after the date specified in
such Lender’s notice shall accrue interest at the rate then applicable to Base Rate Loans without
reference to the Term SOFR component thereof. Upon any such prepayment or conversion, the
Borrowers shall also nav accrued interest on the amount so nrepaid or converted.
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3.03  Inability to Determine Rates.

(a) General. Subject to the provisions set forth in Section 3.03(b), if the Required Lenders
determine that for any reason in connection with any request for a SOFR Loan or a conversion to or
continuation thereof that Term SOFR cannot be determined on or prior to the first day of any Interest
Period, then the Agent will promptly so notify the Lead Borrower and each Lender. Thereafter, the
obligation of the Lenders to make any SOFR Loan, and any right of any Borrower to convert any Loan or
continue any Loan as a SOFR Loan. shall be suspended (to the extent of the affected SOFR Loans or the
affected Interest Periods) until the Agent revokes such notice. Upon receipt of such notice, (A) the Lead
Borrower may revoke any pendmg request for a Borr()wmg of conversion to or continuation of SOFR
Loans or, failing that, will be deemed to have converted such request into a request for a Committed

Borrowing of Base Rate Loans in the amount specified therein, and (B) any outstanding affected SOFR

Loans will be deemed to have been converted into Base Rate Loans at the end of the applicable Interest
Period. Upon any such prepayment or conversion, the Borrowers shall also pay accrued interest on the
amount so prepaid or converted.

(b)  Benchmark Replacement Setting.

(i) Benchmark Replacement. Notwithstanding anything to the contrary
herein or in any other Loan Document. upon the occurrence of a Benchmark Transition
Event, the Agent and the Lead Borrower may amend this Agreement to replace the
then-current Benchmark with a Benchmark Replacement. Any such amendment with
respect to a Benchmark Transition Event will become effective at 5:00 .m. on the fifth
(5th) Business Day after the Agent has posted such proposed amendment to all affected
Lenders and the Lead Borrower so long as the Agent has not received, by such time,
written notice of oblectmn to such amendment from the Lenders comprising the
Required Lenders. No replacement of a Benchmark with a Benchmark Replacement
pursuant to this Section 3.03(b) will occur prior to the applicable Benchmark Transition
Start Date.

(i) ~ Benchmark Replacement Conforming Changes. In connection with the
use, administration, adoption or implementation of a Benchmark Replacement, the Agent
will have the right to make Conforming Changes from time to time and, notwithstanding
anything to the contrary herein or in any other Loan Document, any amendments
implementing such Conforming Changes will become effective without any further

action or consent of any other party to this Agreement or any other Loan Document.

(111) Notices; Standards for Decisions and Detennmatlons The Agent will

gfhmark Replacement an ectivene (m_Qrmm Qh
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connection with the use, administration, adoption or implementation of a Benchmark

Replacement. The Agent will notify the Lead Borrower of (x) the removal or

remstaternem of any tenor of a Benchmark pursuant to Sectlon 3 {)3{ b](w} and (y) the
commencement of any Benchmark Unavailability Period. Any detenmnatmn decision
or election that may be made by the Agent or, if applicable, any Lender (or group of
Lenders) pursuant to this Section 3.03(b), including any determination with respect to a

tenor, rate or adjustment or of the occurrence or non-occurrence of an event,

circumstance or date and any decision to take or refrain from taking any action or any
selection, will be conclusive and binding absent manifest error and may be made in its or

their sole discretion and without consent from any other party to this Agreement or any
other Loan Document, except. in each case, as expressly required pursuant to this

Section 3.03(b).

(iv)  Unavailability of Tenor of Benchmark. Notwithstanding anything to the
contrary herein or in any other Loan Document, at any time (including in connection

with the implementation of a Benchmark Replacement if the then-current

Benchmark is a term rate (including the Term SOFR Reference Rate) and either (1) any
tenor for such Benchmark is not displayed on a screen or other information service that
publishes such rate from time to time as selected by the Agent in its reasonable
discretion or (2) the regulatory supervisor for the administrator of such Benchmark has
provided a public statement or publication of information announcing that any tenor for
such Benchmark is not or will not be representative, then the Agent may modify the

finition of “Interest Period” (or any similar or anal finition) for an
Benchmark settings at or after such time to remove such unavailable or

non-representative tenor and (B) if a tenor that was removed pursuant to clause (A)

above either (1) is subsequently displayed on a screen or information service for a

Benchmark (including a Benchmark Replacement) or (2) is not, or is no longer, subject
to an announcement that it is not or will not be representative for a Benchmark
(including a Benchmark Replacement), then the Agent may modify the definition of
“Interest Period” (or any similar or analogous definition) for all Benchmark settings at or
after such time to reinstate such previously removed tenor.

(v)  Benchmark Unavailability Period. Upon Lead Borrower’s receipt of

such notice of the commencement of a Benchmark Unavailability Period, (1) the Lead
Bormwer may revoke any pending request for a Berrewinsborrowing of, conversion to

any Benchmark Unavalability Period and, faling that, the Lead Borrowr will be
deemed to have converted any such request into a request for a Committed

Berrowingborrowing of or conversion to Base Rate Loans in-the-ameunt-speeified
therein, and (2) any outstanding affected SOFR Loans will be deemed to have been

converted to Base Rate Loans at the end of the applicable Interest Period. During any
Benchmark Unavailability Period or at any time that a tenor for the then-current

Benchmark is not an Available Tenor, the component of the Base Rate based upon the

then-current Benchmark or such tenor for such Benchmark, as applicable, will not be
used in any determination of the Base Rate.

304  Increased Costsi-Reserves-on-LIBO-RateLoans.

(A) = Increased Costs Generally. Ifany (i) Change in Law, or (ii) compliance by any
Lender or the L/C Issuer with any direction, request, or requirement (irrespective of whether having the
force of law) of anv Governmental Authority or monetary authority (including Regulation D of the FRB).
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®

(5 (A) impose, modify or deem applicable any reserve, special deposit,
compulsory loan, insurance charge or similar requirement against assets of, deposits with or for
the account of, or credit extended or participated in (including, without limitation, in respect of
any Letter of Credit) by, any Lender (exeept-any-reserve-reguirement-reflected-in-the LHBORate)
or the L/C Issuer;

{i#) (B) subject any Lender or the L/C Issuer to any tax of any kind whatsoever
with respect to this Agreement, any Letter of Credit, any participation in a Letter of Credit or any
LIBO-RateSOFR Loan made by it, or change the basis of taxation of payments to such Lender or
the L/C Issuer in respect thereof (except for Indemnified Taxes or Other Taxes covered by
Section 3.01 and the imposition of, or any change in the rate of, any Excluded Tax payable by
such Lender or the L/C Issuer); or

f# (C) impose on any Lender or the L/C Issuer erthe-Londen-interbank-market
any other condition, cost or expense affecting this Agreement or HBO-RateSOFR Loans made
by such Lender or any Letter of Credit or participation therein;

and the result of any of the foregoing shall be to increase the cost to such Lender of making or
maintaining any EHBOSOFR Loan (or any Base Rate Loan determined with reference to Term SOFR) (or
of maintaining its obligation to make any such SOFR Loan or Base Rate Loan), or to increase the cost to
such Lender or the L/C Issuer of participating in, issuing or maintaining any Letter of Credit (or of
maintaining its obligation to participate in or to issue any Letter of Credit), or to reduce the amount of
any sum received or receivable by such Lender or the L/C Issuer hereunder (whether of principal, interest
or any other amount) then, upon request of such Lender or the L/C Issuer, the Borrowers will pay to such
Lender or the L/C Issuer, as the case may be, such additional amount or amounts as will compensate such
Lender or the L/C Issuer, as the case may be, for such additional costs incurred or reduction suffered,
together with interest on such amount from the date of such demand until payment in full thereof at the
rate then applicable to Base Rate Loans hereunder.

(c) b Capital Requirements. If any Lender or the L/C Issuer determines that any Change
in Law affecting such Lender or the L/C Issuer or any Lending Office of such Lender or such Lender’s or
the L/C Issuer’s holding company, if any, regarding capital requirements has or would have the effect of
reducing the rate of return on such Lender’s or the L/C Issuer’s capital or on the capital of such Lender’s
or the L/C Issuer’s holding company, if any, as a consequence of this Agreement, the Commitments of
such Lender or the Loans made by, or participations in Letters of Credit held by, such Lender, or the
Letters of Credit issued by the L/C Issuer, to a level below that which such Lender or the L/C Issuer or
such Lender’s or the L/C Issuer’s holding company could have achieved but for such Change in Law
(taking into consideration such Lender’s or the L/C Issuer’s policies and the policies of such Lender’s or
the L/C Issuer’s holding company with respect to capital adequacy), then from time to time the
Borrowers will pay to such Lender or the L/C Issuer, as the case may be, such additional amount or
amounts as will compensate such Lender or the L/C Issuer or such Lender’s or the L/C Issuer’s holding
company for any such reduction suffered.

(d) e} Certificates for Reimbursement. A certificate of a Lender or the L/C Issuer setting

forth the amount or amounts necessary to compensate such Lender or the L/C Issuer or its holding
company, as the case may be, as specified in subsection (a) or (b) of this Section with a reasonably
detailed description of the calculation thereof and delivered to the Lead Borrower shall be conclusive

absent manifest error. The Borrowers shall pay such Lender or the L/C Issuer, as the case may be, the
amount shown as due on any such certificate within 10 days after receipt thereof.
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(e) ¢ Delay in Requests. Failure or delay on the part of any Lender or the L/C Issuer to
demand compensation pursuant to the foregoing provisions of this Section shall not constitute a waiver of
such Lender’s or the L/C Issuer’s right to demand such compensation, provided that the Borrowers shall
not be required to compensate a Lender or the L/C Issuer pursuant to the foregoing provisions of this
Section for any increased costs incurred or reductions suffered more than nine {4 months prior to the
date that such Lender or the L/C Issuer, as the case may be, notifies the Lead Borrower of the Change in
Law giving rise to such increased costs or reductions and of such Lender’s or the L/C Issuer’s intention
to claim compensation therefor (except that, if the Change in Law giving rise to such increased costs or
reductions is retroactive, then the nine-month period referred to above shall be extended to include the
period of retroactive effect thereof).

305  Compensation for Losses. Upon demand of any Lender (with a copy to the Agent)
from time to time, the Borrowers shall promptly compensate such Lender for and hold such Lender
harmless from any loss, cost or expense incurred by it as a result of

(a) any continuation, conversion, payment or prepayment of any Loan other than a Base
Rate Loan on a day other than the last day of the Interest Period for such Loan (whether voluntary,
mandatory, automatic, by reason of acceleration, or otherwise);

(b) any failure by the Borrowers (for a reason other than the failure of such Lender to make
a Loan) to prepay, borrow, continue or convert any Loan other than a Base Rate Loan on the date or in
the amount notified by the Lead Borrower; or

(c) any assignment of a EHBO-RateSOFR Loan on a day other than the last day of the
Interest Period therefor as a result of a request by the Lead Borrower pursuant to Section 10.13;

including any loss of anticipated profits and any loss or expense arising from the liquidation or
reemployment of funds obtained by it to maintain such Loan or from fees payable to terminate the
deposits from which such funds were obtained. The Borrowers shall also pay any customary
administrative fees charged by such Lender in connection with the foregoing.

Anything to the contrary contained herein notwithstanding, neither the Agent, nor any Lender, nor

any of their Participants. is required actually to match fund any Obligation as to which interest accrues at
Term SOFR or the Term SOFR Reference Rate,
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A certificate of the Agent or a Lender delivered to the Lead Borrower setting forth the amount
that the Agent or such Lender is entitled to receive pursuant to this Section 3.05 together with a
reasonably detailed calculation thereof shall be conclusive absent manifest error. The Borrowers shall
pay such amount to the Agent or such Lender, as the case may be, within 10 days after receipt thereof

306  Mitigation Obligations; Replacement of Lenders.

(a) Designation of a Different Lending Office. If any Lender requests compensation under
Section 3.04, or the Borrowers are required to pay any additional amount to any Lender or any
Governmental Authority for the account of any Lender pursuant to Section 3.01, or if any Lender gives a
notice pursuant to Section 3.02, then such Lender shall use reasonable efforts to designate a different
Lending Office for funding or booking its Loans hereunder or to assign its rights and obligations
hereunder to another of its offices, branches or affiliates, if, in the judgment of such Lender, such
designation or assignment (i) would eliminate or reduce amounts payable pursuant to Section 3.01 or
3.04, as the case may be, in the future, or eliminate the need for the notice pursuant to Section 3.02, as
applicable, and (ii) in each case, would not subject such Lender to any unreimbursed cost or expense and
would not otherwise be disadvantageous to such Lender. The Borrowers hereby agree to pay all
reasonable and documented out-of-pocket costs and expenses incurred by any Lender in connection with
any such designation or assignment.

(b) Replacement of Lenders. If any Lender requests compensation under Section 3.04, or if
the Borrowers are required to pay any additional amount to any Lender or any Governmental Authority
for the account of any Lender pursuant to Section 3.01, the Borrowers may replace such Lender in
accordance with Section 10.13.

307 Survival. All of the Borrowers obligations under this Article [1I shall survive
termination of the Aggregate Commitments and repayment of all other Obligations hereunder.

3.08  Designation of Lead Borrower as Borrowers’ Agent.

(a) Each Borrower hereby irrevocably designates and appoints the Lead Borrower as such
Borrower’s agent to obtain Credit Extensions, the proceeds of which shall be available to each Borrower
for such uses as are permitted under this Agreement. As the disclosed principal for its agent, each
Borrower shall be obligated to each Credit Party on account of Credit Extensions so made as if made
directly by the applicable Credit Party to such Borrower, notwithstanding the manner by which such
Credit Extensions are recorded on the books and records of the Lead Borrower and of any other
Borrower. In addition, each Loan Party other than the Borrowers hereby irrevocably designates and
appoints the Lead Borrower as such Loan Party’s agent to represent such Loan Party in all respects
under this Agreement and the other Loan Documents,

(b) Each Borrower recognizes that credit available to it hereunder is in excess of and on
better terms than it otherwise could obtain on and for its own account and that one of the reasons therefor
is its joining in the credit facility contemplated herein with all other Borrowers. Consequently, each
Borrower hereby assumes and agrees to discharge all Obligations of each of the other Borrowers.

(c) The Lead Borrower shall act as a conduit for each Borrower (including itself, as a
“Borrower”) on whose behalf the Lead Borrower has requested a Credit Extension. Neither the Agent
nor any other Credit Party shall have any obligation to see to the application of such proceeds therefrom.

ARTICLE IV
CONDITIONS PRECEDENT TO CREDIT EXTENSIONS
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4.01  Conditions of Initial Credit Extension. The obligation of the L/C Issuer and each
Lender to make its initial Credit Extension hereunder is subject to satisfaction of the following
conditions precedent:

(a) The Agent’s receipt of the following, each of which shall be originals, telecopies or
other electronic image scan transmission (e.g., “pdf” or “tif * via e-mail) (followed promptly by
originals) unless otherwise specified, each properly executed by a Responsible Officer of the signing
Loan Party or the Lenders, as applicable, each dated the Closing Date (or, in the case of certificates of
governmental officials, a recent date before the Closing Date) and each in form and substance
satisfactory to the Agent:

(1)  executed counterparts of this Agreement sufficient in number for distribution
to the Agent, each Lender and the Lead Borrower;

(1) aNote executed by the Borrowers in favor of each Lender requesting a Note;

(iii) such certificates of resolutions or other action, incumbency certificates and/or
other certificates of Responsible Officers of each Loan Party as the Agent may require evidencing (A)
the authority of each Loan Party to enter into this Agreement and the other Loan Documents to which
such Loan Party is a party or is to become a party and (B) the identity, authority and capacity of each
Responsible Officer thereof authorized to act as a Responsible Officer in connection with this Agreement
and the other Loan Documents to which such Loan Party is a party or is to become a party;

(iv) copies of each Loan Party’s Organization Documents and such other
documents and certifications as the Agent may reasonably require to evidence that each Loan Party is
duly organized or formed, and that each Loan Party is validly existing, in good standing and qualified to
engage in business in each jurisdiction where its ownership, lease or operation of properties or the
conduct of its business requires such qualification, except to the extent that failure to so qualify in such
jurisdiction could not reasonably be expected to have a Material Adverse Effect;

(v) afavorable opinion of DLA Piper LLP (US), counsel to the Loan Parties,
addressed to the Agent and each Lender, as to such matters concerning the Loan Parties and the Loan
Documents as the Agent may reasonably request;

(vi) a certificate signed by a Responsible Officer of the Lead Borrower certifying
(A) that the conditions specified in Sections 4.02(a) and (b) have been satisfied, (B) that there has been
no event or circumstance since the date of the Audited Financial Statements that has had or could be
reasonably expected to have, either individually or in the aggregate, a Material Adverse Effect, (C) to the
Solvency of the Loan Parties as of the Closing Date after giving effect to the transactions contemplated
hereby, and (D) either that (1) no consents, licenses or approvals are required in connection with the
execution, delivery and performance by such Loan Party and the validity against such Loan Party of the
Loan Documents to which it is a party, or (2) that all such consents, licenses and approvals have been
obtained and are in full force and effect;

(vii) evidence that all insurance required to be maintained pursuant to the Loan
Documents and all endorsements in favor of the Agent required under the Loan Documents have been
obtained and are in effect;

(viii) a payoff letter from Siena Lending Group LLC satisfactory in form and substance
to the Agent evidencing that the Existing Credit Agreement has been or concurrently with the Closing
Date is being terminated, all obligations thereunder are being paid in full, and all Liens securing
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obligations under the Existing Credit Agreement have been or concurrently with the Closing Date are
being released;

(ix) the Security Documents and certificates evidencing any stock being pledged
thereunder, together with undated stock powers executed in blank, each duly executed by the applicable
Loan Parties;

(x) all other Loan Documents, each duly executed by the applicable Loan Parties;

(xi) results of searches or other evidence reasonably satisfactory to the Agent (in
each case dated as of a date reasonably satisfactory to the Agent) indicating the absence of Liens on the
assets of the Loan Parties, except for Permitted Encumbrances and Liens for which termination
statements and releases, satisfactions and discharges of any mortgages, and releases or subordination
agreements satisfactory to the Agent are being tendered concurrently with such extension of credit or
other arrangements satisfactory to the Agent for the delivery of such termination statements and releases,
satisfactions and discharges have been made;

(xi1) (A) all documents and instruments, including Uniform Commercial Code
financing statements, required by law or reasonably requested by the Agent to be filed, registered or
recorded to create or perfect the first priority Liens intended to be created under the Loan Documents and
all such documents and instruments shall have been so filed, registered or recorded to the satisfaction of
the Agent, and (B) the Credit Card Notifications and Control Agreements required pursuant to Section
6.13 hereof, and (C) Collateral Access Agreements as required by the Agent (and including a Collateral
Access Agreement with Amalgamate Processing, Inc, that also includes its agreement to provide certain
services to Agent subject to certain conditions);

(xiii) such other assurances, certificates, documents, consents or opinions as the
Agent reasonably may require.

(b) After giving effect to (i) the first funding under the Loans, (ii) any charges to the Loan
Account made in connection with the establishment of the credit facility contemplated hereby and (iii) all
Letters of Credit to be issued at, or immediately subsequent to, such establishment, Excess Availability
shall be not less than $3,000,000.

(c) The Agent shall have received a Borrowing Base Certificate dated the Closing Date,
relating to the month ended on December 31, 2017 and executed by a Responsible Officer of the Lead
Borrower.

(d) The Agent shall be reasonably satisfied that any financial statements delivered to it
fairly present the business and financial condition of the Loan Parties and that there has been no Material

Adverse Effect since the date of the Audited Financial Statements.

(e) There shall not be pending any litigation or other proceeding, the result of which, either
individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect.

(f) There shall not have occurred any default of any Material Contract of any Loan Party.

(g) The consummation of the transactions contemplated hereby shall not violate any
applicable Law or any Organization Document.
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(h) All fees and expenses required to be paid to the Agent or the Arranger on or before the
Closing Date shall have been paid in full, and all fees and expenses required to be paid to the Lenders on
or before the Closing Date shall have been paid in full.

(i) The Borrowers shall have paid all fees, charges and disbursements of counsel to the
Agent to the extent invoiced prior to or on the Closing Date, plus such additional amounts of such fees,
charges and disbursements as shall constitute its reasonable estimate of such fees, charges and
disbursements incurred or to be incurred by it through the Closing Date (provided that such estimate shall
not thereafter preclude a final settling of accounts between the Borrowers and the Agent).

(j) The Agent and the Lenders shall have received all documentation and other information
required by regulatory authorities under applicable “know your customer” and anti-money laundering
rules and regulations, including without limitation the BSA-PAFRIOFPatriot Act in each case, the results
of which are satisfactory to the Agent.

(k) No material changes in governmental regulations or policies affecting any Loan Party or
any Credit Party shall have occurred prior to the Closing Date.

(1) There shall not have occurred any disruption or material adverse change in the United
States financial or capital markets in general that has had, in the reasonable opinion of the Agent, a
material adverse effect on the market for loan syndications or adversely affecting the syndication of the
Loans.

The Agent shall notify the Lead Borrower and the Lenders of the Closing Date, and such notice
shall be conclusive and binding on the Loan Parties.

Without limiting the generality of the provisions of Section 9.04, for purposes of determining compliance
with the conditions specified in this Section 4.01, each Lender that has signed this Agreement shall be
deemed to have Consented to, approved or accepted or to be satisfied with, each document or other
matter required thereunder to be Consented to or approved by or acceptable or satisfactory to a Lender
unless the Agent shall have received notice from such Lender prior to the proposed Closing Date
specifying its objection thereto.

4,02 Conditions to all Credit Extensions. The obligation of each Lender to honor any
Request for Credit Extension (other than a-EHBO-Rate Loan Notice requesting-enlyany request for a
continuation or conversion of EFBO-Rate Loans in accordance with Section 2.02) and each L/C Issuer to
issue each Letter of Credit is subject to the following conditions precedent:

(a) The representations and warranties of each Loan Party contained in Article V or in any
other Loan Document, or which are contained in any document furnished at any time under or in
connection herewith or therewith, shall be true and correct in all material respects on and as of the date of
such Credit Extension, except (i) to the extent that such representations and warranties specifically refer
to an earlier date, in which case they shall be true and correct as of such earlier date, (ii) in the case of
any representation and warranty qualified by materiality, they shall be true and correct in all respects, and
(iii) for purposes of this Section 4.02, the representations and warranties contained in subsections (a) and
(b) of Section 5.05 shall be deemed to refer to the most recent statements furnished pursuant to clauses
(a) and (b), respectively, of Section 6.01;

(b) No Default or Event of Default shall exist, or would result from such proposed Credit
Extension or from the application of the proceeds thereof;
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(c) The Agent and, if applicable, the L/C Issuer or the Swing Line Lender shall have
received a Request for Credit Extension or an updated Borrowing Base Certificate, as applicable, in
accordance with the requirements hereof;

(d) No event or circumstance which could reasonably be expected to result in a Material
Adverse Effect shall have occurred; and

(e) No Overadvance shall result from such Credit Extension.

Each Request for Credit Extension (other than a-HBORate LoanNetice requestinzonly, for the
avoidance of doubt, any request for a continuation or conversion of HHBO-Rete Loans in accordance with
Section 2.02) submitted by any Borrower shall be deemed to be a representation and warranty by the
Borrowers that the conditions specified in Sections 4.02(a) and (b) have been satisfied on and as of the
date of the applicable Credit Extension. The conditions set forth in this Section 4.02 are for the sole
benefit of the Credit Parties but until the Required Lenders otherwise direct the Agent to cease making
Loans and issuing Letters of Credit, the Lenders will fund their Applicable Percentage of all Loans and
participate in all Swing Line Loans and Letters of Credit whenever made or issued, which are requested
by the Lead Borrower and which, notwithstanding the failure of the Loan Parties to comply with the
provisions of this Article [V, agreed to by the Agent, provided, however, the making of any such Loans
or the issuance of any Letters of Credit shall not be deemed a modification or waiver by any Credit Party
of the provisions of this Article [V on any future occasion or a waiver of any rights or the Credit Parties
as a result of any such failure to comply.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

To induce the Credit Parties to enter into this Agreement and to make Loans and to issue Letters
of Credit hereunder, each Loan Party represents and warrants to the Agent and the other Credit Parties
that:

5.01  Existence, Qualification and Power. Each Loan Party and each Subsidiary thereof (a)
is a corporation, limited liability company, partnership or limited partnership, duly incorporated,
organized or formed, validly existing and, where applicable, in good standing under the Laws of the
jurisdiction of its incorporation, organization, or formation (b) has all requisite power and authority and
all requisite governmental licenses, permits, authorizations, consents and approvals to (i) own or lease its
assets and carry on its business and (ii) execute, deliver and perform its obligations under the Loan
Documents to which it is a party, and (c¢) is duly qualified and is licensed and, where applicable, in good
standing under the Laws of each jurisdiction where its ownership, lease or operation of properties or the
conduct of its business requires such qualification or license; except in each case referred to in clause
(b)(1) or (c), to the extent that failure to do so could not reasonably be expected to have a Material
Adverse Effect. Schedule 5.01 annexed hereto sets forth, as of the Closing Date, each Loan Party’s name
as it appears in official filings in its state of incorporation or organization, its state of incorporation or
organization, organization type, organization number, if any, issued by its state of incorporation or
organization, and its federal employer identification number.

5.02  Authorization; No Contravention. The execution, delivery and performance by each
Loan Party of each Loan Document to which such Person is or is to be a party, has been duly authorized
by all necessary corporate or other organizational action, and does not and will not (a) contravene the
terms of any of such Person’s Organization Documents; (b) conflict with or result in any breach,
termination, or contravention of, or constitute a default under, or require any payment to be made under
(i) any Material Contract or any Material Indebtedness to which such Person is a party or affecting such
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Person or the properties of such Person or any of its Subsidiaries or (ii) any order, injunction, writ or
decree of any Governmental Authority or any arbitral award to which such Person or its property is
subject; (c) result in or require the creation of any Lien upon any asset of any Loan Party (other than
Liens in favor of the Agent under the Security Documents); or (d) violate any Law,

5.03  Governmental Authorization; Other Consents. No approval, consent, exemption,
authorization, or other action by, or notice to, or filing with, any Governmental Authority or any other
Person is necessary or required in connection with the execution, delivery or performance by, or
enforcement against, any Loan Party of this Agreement or any other Loan Document, except for (a) the
perfection or maintenance of the Liens created under the Security Documents (including the first priority
nature thereof) or (b) such as have been obtained or made and are in full force and effect.

5.04  Binding Effect. This Agreement has been, and each other Loan Document, when
delivered, will have been, duly executed and delivered by each Loan Party that is party thereto. This
Agreement constitutes, and each other Loan Document when so delivered will constitute, a legal, valid
and binding obligation of such Loan Party, enforceable against each Loan Party that is party thereto in
accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or
other laws affecting creditors’ rights generally and subject to general principles of equity, regardless of
whether considered in a proceeding in equity or at law.

5.05  Financial Statements; No Material Adverse Effect.

(a) The Audited Financial Statements (i) were prepared in accordance with GAAP
consistently applied throughout the period covered thereby, except as otherwise expressly noted therein;
(ii) fairly present in all material respects the financial condition of the-Parent SAC Acquisition LLC and
its Subsidiaries as of the date thereof and their results of operations for the period covered thereby in
accordance with GAAP consistently applied throughout the period covered thereby, except as otherwise
expressly noted therein; and (iii) show all Material lndebtedness and other liabilities, direct or
contingent, of the-ParestSAC Acquisi
liabilities for taxes, material commitments and Indebtedness.

(b) The unaudited Consolidated balance sheet of the ParentSAC Acquisition LLC and its
Subsidiaries dated October 29, 2017 and the related Consolidated statements of income or operations,
Shareholders” Equity and cash flows for the Fiscal Quarter ended on that date (i) were prepared in
accordance with GAAP consistently applied throughout the period covered thereby, except as otherwise
expressly noted therein, and (ii) fairly present the financial condition of the-Parent SAC Acquisition LLC
and its Subsidiaries as of the date thereof and their results of operations for the period covered thereby,
subject, in the case of clauses (i) and (ii), to the absence of footnotes and to normal year-end audit
adjustments. Since the-date-ofthe-Audited Finanetal-StatementsDecember 31, 2021, there has been no
event or circumstance, either individually or in the aggregate, that has had or could reasonably be
expected to have a Material Adverse Effect.

(c) To the knowledge of the Lead Borrower, no Internal Control Event exists or has
occurred since Hhe-date-of the-Audited-Financial-StatementsDecember 31, 2021 that has resulted in or
could reasonably be expected to result in a misstatement in any material respect, (i) in any financial
information delivered or to be delivered to the Agent or the Lenders, (ii) of the Borrowing Base, (iii) of
covenant compliance calculations provided hereunder or (iv) of the assets, liabilities, financial condition
or results of operations of the ParentLead Borrower and its Subsidiaries on a Consolidated basis.

(d)  The Consolidated forecasted balance sheet and statements of income and cash flows of
the ParentLead Borrower and its Subsidiaries delivered pursuant to Section 6.01(d) were prepared in
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good faith on the basis of the assumptions stated therein, which assumptions were fair in light of the
conditions existing at the time of delivery of such forecasts, and represented, at the time of delivery, the
Loan Parties’ best estimate of its future financial performance.

5.06  Litigation, There are no actions, suits, proceedings, claims or disputes pending or, to
the knowledge of the Loan Parties, threatened, at law, in equity, in arbitration or before any
Governmental Authority, by or against any Loan Party or any of its Subsidiaries or against any of its
properties or revenues that (a) purport to affect or pertain to this Agreement or any other Loan
Document, or any of the transactions contemplated hereby, or (b) except as specifically disclosed in
Schedule 5.06, either individually or in the aggregate, if determined adversely, could reasonably be
expected to have a Material Adverse Effect.

5.07  No Default. No Loan Party or any Subsidiary is in default under or with respect to, or
party to, any Material Contract or any Material Indebtedness. No Default or Event of Default has
occurred and is continuing or would result from the consummation of the transactions contemplated by
this Agreement or any other Loan Document.

5.08  Ownership of Property; Liens

(a) Each of the Loan Parties and each Subsidiary thereof has good record and marketable
title in fee simple to or valid leasehold interests in, all Real Estate necessary or used in the ordinary
conduct of its business, except for such defects in title as could not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect. Each of the Loan Parties and each Subsidiary
has good and marketable title to, valid leasehold interests in, or valid licenses to use all personal property
and assets material to the ordinary conduct of its business.

(b) Schedule 5.08(b)(1) sets forth the address (including street address, county and state) of
all Real Estate that is owned by the Loan Parties and each of their Subsidiaries, together with a list of the
holders of any mortgage or other Lien thereon as of the Closing Date. Each Loan Party and each of its
Subsidiaries has good, marketable and insurable fee simple title to the Real Estate owned by such Loan
Party or such Subsidiary, free and clear of all Liens, other than Permitted Encumbrances. Schedule
5.08(b)(2) sets forth the address (including street address, county and state) of all Leases of the Loan
Parties, together with a list of the lessor and its contact information with respect to each such Lease as of
the Closing Date. Each of such Leases is in full force and effect and the Loan Parties are not in default
of the terms thereof.

(¢) Schedule 7.01 sets forth a complete and accurate list of all Liens (other than Liens in
favor of Agent) on the property or assets of each Loan Party and each of its Subsidiaries, showing as of
the ClestagAmendment No. 6 Effective Date the lienholder thereof, the principal amount of the
obligations secured thereby and the property or assets of such Loan Party or such Subsidiary subject
thereto. The property of each Loan Party and each of its Subsidiaries is subject to no Liens, other than
Permitted Encumbrances.

(d) Schedule 7.02 sets forth a complete and accurate list of all Investments held by any
Loan Party or any Subsidiary of a Loan Party on the SlesigAmendment No. 6 Effective Date-showing

as of the SesineAmendment No. 6 Effective Date the amount, obligor or issuer and maturity, if any,
thereof.

(e) Schedule 7.03 sets forth a complete and accurate list of all Indebtedness of each Loan
Party or any Subsidiary of a Loan Party on the ElesingAmendment No. 6 Effective Date; showing as of
the ClesingAmendment No. 6 Effective Date the amount, obligor or issuer and maturity thereof,
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5.09  Environmental Compliance

(a) Except as specifically disclosed in Schedule 5.09, no Loan Party or any Subsidiary
thereof (i) has failed to comply with any Environmental Law or to obtain, maintain or comply with any
permit, license or other approval required under any Environmental Law, (i) has become subject to any
Environmental Liability, (iii) has received notice of any claim with respect to any Environmental
Liability or (iv) knows of any basis for any Environmental Liability, except, in each case, as could not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect.

(b) To the knowledge of the Loan Parties, except as otherwise set forth in Schedule 5.09,
none of the properties currently or formerly owned or operated by any Loan Party or any Subsidiary
thereof is listed or proposed for listing on the NPL or on the CERCLIS or any analogous foreign, state or
local list or is adjacent to any such property; there are no and never have been any underground or
above-ground storage tanks or any surface impoundments, septic tanks, pits, sumps or lagoons in which
Hazardous Materials are being or have been treated, stored or disposed on any property currently owned
or operated by any Loan Party or any Subsidiary thereof or, to the knowledge of the Loan Parties, on any
property formerly owned or operated by any Loan Party or Subsidiary thereof; there is no asbestos or
asbestos-containing material on any property currently owned or operated by any Loan Party or
Subsidiary thereof; and Hazardous Materials have not been released, discharged or disposed of on any
property currently or formerly owned or operated by any Loan Party or any Subsidiary thereof.

(c) Except as otherwise set forth on Schedule 5.09, no Loan Party or any Subsidiary thereof
is undertaking, and no Loan Party or any Subsidiary thereof has completed, either individually or
together with other potentially responsible parties, any investigation or assessment or remedial or
response action relating to any actual or threatened release, discharge or disposal of Hazardous Materials
at any site, location or operation, either voluntarily or pursuant to the order of any Governmental
Authority or the requirements of any Environmental Law; and all Hazardous Materials generated, used,
treated, handled or stored at, or transported to or from, any property currently or formerly owned or
operated by any Loan Party or any Subsidiary thereof have been disposed of in a manner not reasonably
expected to result in material liability to any Loan Party or any Subsidiary thereof.

5.10  Imsurance. The properties of the Loan Parties and their Subsidiaries are insured with
financially sound and reputable insurance companies which are not Affiliates of the Loan Parties, in such
amounts, with such deductibles and covering such risks (including, without limitation, workmen’s
compensation, public liability, business interruption and property damage insurance) as are customarily
carried by companies engaged in similar businesses and owning similar properties in localities where the
Loan Parties or the applicable Subsidiary operates. Schedule 5.10 sets forth a description of all insurance
maintained by or on behalf of the Loan Parties and their Subsidiaries as of the ElesingAmendment No. 6
Effective Date, Each insurance policy listed on Schedule 5.10 is in full force and effect and all premiums
in respect thereof that are due and payable have been paid.

5.11  Taxes. The Loan Parties and their Subsidiaries have filed all Federal, state and other
material tax returns and reports required to be filed, and have paid all Federal, state and other material
taxes, assessments, fees and other governmental charges levied or imposed upon them or their properties,
income or assets otherwise due and payable, except those which are being contested in good faith by
appropriate proceedings being diligently conducted, for which adequate reserves have been provided in
accordance with GAAP, as to which Taxes no Lien has been filed and which contest effectively suspends
the collection of the contested obligation and the enforcement of any Lien securing such obligation.
There is no proposed tax assessment against any Loan Party or any Subsidiary that would, if made, have
a Material Adverse Effect. No Loan Party or any Subsidiary thereof is a party to any tax sharing
agreement.
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5.12  ERISA Compliance.

(a) The Lead Borrower, each of its ERISA Affiliates, and each Plan is in compliance in all
material respects with the applicable provisions of ERISA, the Code and other Federal or state Laws.
Each Plan that is intended to qualify under Section 401(a) of the Code has received a favorable
determination letter from the IRS or an application for such a letter is currently being processed by the
IRS with respect thereto and, to the knowledge of the Lead Borrower, nothing has occurred which would
prevent, or cause the loss of, such qualification. The Loan Parties and each ERISA Affiliate have made
all required contributions to each Plan subject to Sections 412 or 430 of the Code and to each
Multiemployer Plan, and no application for a funding waiver or an extension of any amortization period
pursuant to Sections 412 or 430 of the Code has been made with respect to any Plan. No Lien imposed
under the Code or ERISA exists or is likely to arise on account of any Plan or Multiemployer Plan.

(b) There are no pending or, to the knowledge of the Lead Borrower, threatened claims,
actions or lawsuits, or action by any Governmental Authority, with respect to any Plan that could
reasonably be expected to have a Material Adverse Effect. There has been no prohibited transaction or
violation of the fiduciary responsibility rules with respect to any Plan that has resulted or could
reasonably be expected to result in a Material Adverse Effect.

(c) (i) No ERISA Event has occurred or is reasonably expected to occur; (ii) no Pension
Plan has any Unfunded Pension Liability; (iii) neither any Loan Party nor any ERISA Affiliate has
incurred, or reasonably expects to incur, any liability under Title IV of ERISA with respect to any
Pension Plan (other than premiums due and not delinquent under Section 4007 of ERISA); (iv) neither
any Loan Party nor any ERISA Affiliate has incurred, or reasonably expects to incur, any liability (and
no event has occurred which, with the giving of notice under Section 4219 of ERISA, would result in
such liability) under Sections 4201 or 4243 of ERISA with respect to a Multiemployer Plan; and (v)
neither any Loan Party nor any ERISA Affiliate has engaged in a transaction that could be subject to
Sections 4069 or 4212(c) of ERISA.

5.13  Subsidiaries; Equity Interests. The Loan Parties have no Subsidiaries other than those
specifically disclosed in Part (a) of Schedule 5.13, which Schedule sets forth the legal name, jurisdiction
of incorporation or formation and authorized Equity Interests of each such Subsidiary. All of the
outstanding Equity Interests in such Subsidiaries have been validly issued, are fully paid and
non-assessable and are owned by a Loan Party (or a Subsidiary of a Loan Party) in the amounts specified
on Part (a) of Schedule 5.13 free and clear of all Liens except for those created under the Security
Documents. Except as set forth in Schedule 5.13, there are no outstanding rights to purchase any Equity
Interests in any Subsidiary. The Loan Parties have no equity investments in any other corporation or
entity other than those specifically disclosed in Part(b) of Schedule 5.13. All of the outstanding Equity
Interests in the Loan Parties have been validly issued, and are fully paid and non-assessable and are
owned in the amounts specified on Part (c) of Schedule 5.13 free and clear of all Liens except for those
created under the Security Documents. The copies of the Organization Documents of each Loan Party
and each amendment thereto provided pursuant to Section 4.01 are true and correct copies of each such
document, each of which is valid and in full force and effect.

5.14  Margin Regulations; Investment Company Act;

(a) No Loan Party is engaged or will be engaged, principally or as one of its important
activities, in the business of purchasing or carrying margin stock (within the meaning of Regulation U
issued by the FRB), or extending credit for the purpose of purchasing or carrying margin stock. None of
the proceeds of the Credit Extensions shall be used directly or indirectly for the purpose of purchasing or
carrying any margin stock, for the purpose of reducing or retiring any Indebtedness that was originally
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incurred to purchase or carry any margin stock or for any other purpose that might cause any of the
Credit Extensions to be considered a “purpose credit” within the meaning of Regulations T, U, or X
issued by the FRB.

(b) None of the Loan Parties;any-Person-Controlling-any-Loan-Party-or-any-Subsidiary-is
oF is required to be registered as an “investment company” under the Investment Company Act of 1940,

5.15  Disclosure. Each Loan Party has disclosed to the Agent and the Lenders all agreements,
instruments and corporate or other restrictions to which it or any of'its Subsidiaries is subject, and all
other matters known to it, that, individually or in the aggregate, could reasonably be expected to result in
a Material Adverse Effect. No report, financial statement, certificate or other written information

furnished fwhetherinwritineererathy) by or on behalf of any Loan Party to the Agent or any Lender in
connection with the transactions contemplated hereby and the negotiation of this Agreement or delivered

hereunder or under any other Loan Document (in each case, as modified or supplemented by other
information so furnished) contains any material misstatement of fact or omits to state any material fact
necessary to make the statements therein, in the light of the circumstances under which they were made,
not misleading; provided, that, with respect to projected financial information, the Loan Parties represent
only that such information was prepared in good faith based upon assumptions believed to be reasonable
at the time.

5.16  Compliance with Laws. Each of the Loan Parties and each Subsidiary is in compliance
(A) in all material respects with the requirements of all Laws and all orders, writs, injunctions and
decrees applicable to it or to its properties, except in such instances in which (i) such requirement of Law
or order, writ, injunction or decree is being contested in good faith by appropriate proceedings diligently
conducted or (ii) the failure to comply therewith, either individually or in the aggregate, could not
reasonably be expected to have a Material Adverse Effect and (B) with Section 10.17 and 10.18.

5.17  Intellectual Property; Licenses, Ete. The Loan Parties and their Subsidiaries own, or
possess the right to use, all of the Intellectual Property, licenses, permits and other authorizations that are
reasonably necessary for the operation of their respective businesses, without conflict with the rights of
any other Person. To the knowledge of the Lead Borrower, no slogan or other advertising device,
product, process, method, substance, part or other material now employed, or now contemplated to be
employed, by any Loan Party or any Subsidiary infringes upon any rights held by any other Person
except as could not reasonably be expected to have a Material Adverse Effect. Except as specifically
disclosed in Schedule 5.17, no claim or litigation regarding any of the foregoing is pending or, to the
knowledge of the Lead Borrower, threatened, which, either individually or in the aggregate, could
reasonably be expected to have a Material Adverse Effect.

5.18  Labor Matters. There are no strikes, lockouts, slowdowns or other material labor
disputes against any Loan Party or any Subsidiary thereof pending or, to the knowledge of any Loan
Party, threatened. The hours worked by and payments made to employees of the Loan Parties comply
with the Fair Labor Standards Act and any other applicable federal, state, local or foreign Law dealing
with such matters except to the extent that any such violation could not reasonably be expected to have a
Material Adverse Effect. No Loan Party or any of its Subsidiaries has incurred any material liability or
obligation under the Worker Adjustment and Retraining Act or similar state Law. All payments due
from any Loan Party and its Subsidiaries, or for which any claim may be made against any Loan Party or
any of its Subsidiaries, on account of wages and employee health and welfare insurance and other
benefits, have been paid or properly accrued in accordance with GAAP as a liability on the books of such
Loan Party. Except as set forth on Schedule 5.18, no Loan Party or any Subsidiary is a party to or bound
by any collective bargaining agreement, management agreement, employment agreement, bonus,
restricted stock, stock option, or stock appreciation plan or agreement or any similar plan, agreement or
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arrangement. There are no representation proceedings pending or, to any Loan Party’s knowledge,
threatened to be filed with the National Labor Relations Board, and no labor organization or group of
employees of any Loan Party or any Subsidiary has made a pending demand for recognition. There are no
complaints, unfair labor practice charges, grievances, arbitrations, unfair employment practices charges
or any other claims or complaints against any Loan Party or any Subsidiary pending or, to the knowledge
of any Loan Party, threatened to be filed with any Governmental Authority or arbitrator based on, arising
out of, in connection with, or otherwise relating to the employment or termination of employment of any
employee of any Loan Party or any of its Subsidiaries which could reasonably be expected to have a
Material Adverse Effect. The consummation of the transactions contemplated by the Loan Documents
will not give rise to any right of termination or right of renegotiation on the part of any union under any
collective bargaining agreement to which any Loan Party or any of its Subsidiaries is bound.

5.19  Security Documents.

(a) The Security Agreement creates in favor of the Agent, for the benefit of the Secured
Parties referred to therein, a legal, valid, continuing and enforceable security interest in the Collateral (as
defined in the Security Agreement), the enforceability of which is subject to applicable bankruptcy,
insolvency, reorganization, moratorium or other laws affecting creditors’ rights generally and subject to
general principles of equity, regardless of whether considered in a proceeding in equity or at law. The
financing statements, releases and other filings are in appropriate form and have been or will be filed in
the offices specified in Schedule 11 of the Security Agreement. Upon such filings and/or the obtaining of
“control,” (as defined in the UCC) the Agent will have a perfected Lien on, and security interest in, to
and under all right, title and interest of the grantors thereunder in all Collateral that may be perfected by
filing, recording or registering a financing statement or similar document (including without limitation
the proceeds of such Collateral subject to the limitations relating to such proceeds in the UCC) or by
obtaining control, under the UCC (in effect on the date this representation is made) in each case prior and
superior in right to any other Person subject only to Liens permitted hereunder or under any other Loan
Document.

(b) When the Security Agreement (or a short form thereof) is filed in the United States
Patent and Trademark Office and the United States Copyright Office and when financing statements,
releases and other filings in appropriate form are filed in the offices specified in Schedule II of the
Security Agreement, the Agent shall have a fully perfected Lien on, and security interest in, all right, title
and interest of the applicable Loan Parties in the Intellectual Property (as defined in the Security
Agreement) in which a security interest may be perfected by filing, recording or registering a security
agreement, financing statement or analogous document in the United States Patent and Trademark Office
or the United States Copyright Office, as applicable, in each case prior and superior in right to any other
Person (it being understood that subsequent recordings in the United States Patent and Trademark Office
and the United States Copyright Office may be necessary to perfect a Lien on registered trademarks,
trademark applications and copyrights acquired by the Loan Parties after the Closing Date).

5.20  Solvency. After giving effect to the transactions contemplated by this Agreement, and
before and after giving effect to each Credit Extension, the Loan Parties, on a Consolidated basis, are
Solvent. No transfer of property has been or will be made by any Loan Party and no obligation has been
or will be incurred by any Loan Party in connection with the transactions contemplated by this
Agreement or the other Loan Documents with the intent to hinder, delay, or defraud either present or
future creditors of any Loan Party.

5.21  Deposit Accounts; Credit Card Arrangements.
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(a) Annexed hereto as Schedule 5.21(a) is a list of all Deposit Accounts maintained by the
Loan Parties as of the ClesingAmendment No. 6 Effective Date, which Schedule includes, with respect to
each Deposit Account (i) the name and address of the depository; (ii) the account number(s) maintained
with such depository; (iii) a contact person at such depository; and (iv) the identification of each Cash
Management Bank.

(b) Annexed hereto as Schedule 5.21(b) is a correct and complete list of all of the Credit
Card Agreements and all other agreements, documents and instruments existing on the
ClesingAmendment No. 6 Effective Date between or among any Loan Party, the Credit Card Issuers, the
Credit Card Processors and any of their Affiliates. The Credit Card Agreements constitute all of such
agreements necessary for each Borrower to operate its business as presently conducted with respect to
credit cards and debit cards and no Credit Card Receivables of any Borrower arise from purchases by
customers of Inventory with credit cards or debit cards, other than those which are issued by Credit Card
Issuers with whom such Borrower has entered into one of the Credit Card Agreements set forth on
Schedule 5.21(b) hereto or with whom Borrower has entered into a Credit Card Agreement in accordance
with Section 5.21(b) hereof. Each of the Credit Card Agreements constitutes the legal, valid and binding
obligations of the applicable Borrower that is party thereto and to the best of eachsuch Loan Party’s
knowledge—+the-otherpartiesthereto: is enforceable against such Borrower in accordance with theirits
respective terms and is in full force and effect. No material default or material event of default, or act,
condition or event which after notice or passage of time or both, would constitute a material default or a
material event of default under any of the Credit Card Agreements (other than any Credit Card
Agreement with a Credit Card Issuer or Credit Card Processor where the sales using the applicable card
are less than ten (10%) percent of all such sales in the immediately preceding Fiscal Year) exists or has
occurred that would entitle the other party thereto to suspend, withhold or reduce amounts that would
otherwise be payable to a Borrower, Each Borrower and the other parties thereto have complied in all
material respects with all of the terms and conditions of the Credit Card Agreements (other than any
Credit Card Agreement with a Credit Card Issuer or Credit Card Processor where the sales using the
applicable card are less than ten (10%) percent of all such sales in the immediately preceding Fiscal
Year) to the extent necessary for such Borrower to be entitled to receive all payments thereunder.
Borrowers have delivered, or caused to be delivered to the Agent, true, correct and complete copies of all
of the Credit Card Agreements.

522 Brokers. No broker or finder brought about the obtaining, making or closing of the
Loans or transactions contemplated by the Loan Documents, and no Loan Party or Affiliate thereof has
any obligation to any Person in respect of any finder’s or brokerage fees in connection therewith.

523 Customer and Trade Relations. There exists no actual or, to the knowledge of any
Loan Party, threatened, termination or cancellation of, or any material adverse modification or change in
the business relationship of any Loan Party with any supplier material to its operations which could
reasonably be expected to have a Material Adverse Effect.

5.24  Material Contracts. Schedule 5.24 sets forth all Material Contracts to which any Loan
Party is a party or is bound as of the Closing Date. The Loan Parties have delivered true, correct and
complete copies of such Material Contracts to the Agent on or before the Closing Date. The Loan Parties
are not in breach or in default in any material respect of or under any Material Contract and have not
received any notice of the intention of any other party thereto to terminate any Material Contract.

5.25  Casualty. Neither the businesses nor the properties of any Loan Party or any of its
Subsidiaries are affected by any fire, explosion, accident, strike, lockout or other labor dispute, drought,
storm, hail, earthquake, embargo, act of God or of the public enemy or other casualty (whether or not
covered by insurance) that, either individually or in the aggregate, could reasonably be expected to have a
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5.26  OFAC/Sanctions. No Loan Party nor any of its Subsidiaries is in violation of any
Sanctions. No Loan Party nor any of its Subsidiaries nor, to the knowledge of such Loan Party, any
director, officer, employee, agent or Affiliate of such Loan Party or such Subsidiary (a) is a Sanctioned
Person or a Sanctioned Entity, (b) has any assets located in Sanctioned Entities, or (¢) derives revenues
from investments in, or transactions with Sanctioned Persons or Sanctioned Entities. Each of the Loan
Parties and its Subsidiaries has implemented and maintains in effect policies and procedures designed to
ensure compliance by the Loan Parties and their Subsidiaries and their respective directors, officers,
employees, agents and Affiliates with the Anti-corruption Laws. Each of the Loan Parties and its
Subsidiaries, and to the knowledge of each such Loan Party, each director, officer, employee, agent and
Affiliate of each such Loan Party and each such Subsidiary, is in compliance with the Anti-corruption
Laws in all material respects. No proceeds of any Loan made or Letter of Credit issued hereunder will be
used to fund any operations in, finance any investments or activities in, or make any payments to, a
Sanctioned Person or a Sanctioned Entity, or otherwise used in any manner that would result in a
violation of any applicable sanetienSanction by any Person (including any Credit Party or other
individual or entity participating in any transaction).

ARTICLE VI
AFFIRMATIVE COVENANTS

So long as any Lender shall have any Commitment hereunder, any Loan or other Obligation
hereunder shall remain unpaid or unsatisfied (other than contingent indemnification obligations for which
a claim has not been asserted) , or any Letter of Credit which has not been Cash Collateralized shall
remain outstanding, the Loan Parties shall, and shall (except in the case of the covenants set forth in
Sections 6.01, 6.02, and 6.03) cause each Subsidiary to:

6.01  Financial Statements. Deliver to the Agent, in form and detail reasonably satisfactory
to the Agent:

(a) as soon as available, but in any event within ninety (90) days after the end of each Fiscal
Year of the ParestLead Borrower (commencing with the Fiscal Year ended 2017), a Consolidated
balance sheet of the ParentLead Borrower and its Subsidiaries as at the end of such Fiscal Year, and the
related consolidated statements of income or operations, Shareholders’ Equity and cash flows for such
Fiscal Year, setting forth in each case in comparative form the figures for the previous Fiscal Year, all in
reasonable detail and prepared in accordance with GAAP, such consolidated statements to be audited and
accompanied by a report and unqualified opinion of a Registered Public Accounting Firm of nationally
recognized standing, which report and opinion shall be prepared in accordance with generally accepted
auditing standards and shall not be subject to any “going concern” or like qualification or exception or
any qualification or exception as to the scope of such audit;

(b) as soon as available, but in any event within forty-five (45) days afier the end of each of
the first three (3) Fiscal Quarters of each Fiscal Year of the Parenil ead Borrower (commencing with the
Fiscal Quarter ended April 29, 2018), a Consolidated balance sheet of the ParentLead Borrower and its
Subsidiaries as at the end of such Fiscal Quarter, and the related consolidated statements of income or
operations, Shareholders” Equity and cash flows for such Fiscal Quarter and for the portion of the

for (A) such period set forth in the projections delivered pursuant to Section 6.01(d) hereof, (B) the
corresponding Fiscal Quarter of the previous Fiscal Year and (C) the corresponding portion of the
previous Fiscal Year, all in reasonable detail, such Consolidated statements to be certified by a
Responsible Officer of the Lead Borrower as fairly presenting the financial condition, results of
operations, Shareholders’ Equity and cash flows of the ParestLead Borrower and its Subsidiaries as of
the end of such Fiscal Quarter in accordance with GAAP, subiject only to normal year-end audit



adjustments and the absence of footnotes; and
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(c) assoon as available, but in any event within thirty (30) days after the end of each of the
Fiscal Months of each Fiscal Year of the ParentLead Borrower (commencing with the Fiscal Month
ended November 30, 2017), or forty-five (45) days after the end of each Fiscal Month that is also the end
the end of such Fiscal Month, and the related consolidated statements of income or operations,
Shareholders” Equity and cash flows for such Fiscal Month, and for the portion of the ParentLead
Borrower’s Fiscal Year then ended, setting forth in each case in comparative form the figures for (A)
such period set forth in the projections delivered pursuant to Section 6.01(d) hereof, (B) the
corresponding Fiscal Month of the previous Fiscal Year and (C) the corresponding portion of the
previous Fiscal Year, all in reasonable detail, such consolidated statements to be certified by a
Responsible Officer of the Lead Borrower as fairly presenting the financial condition, results of
operations, Sharcholders’” Equity and cash flows of the ParentLead Borrower and its Subsidiaries as of
the end of such Fiscal Month in accordance with GAAP, subject only to normal year-end audit
adjustments and the absence of footnotes; and

(d) as soon as available, but in any event not later than the end of each Fiscal Year of the
ParentLead Borrower, forecasts prepared by management of the Lead Borrower, in form reasonably
satisfactory to the Agent, of consolidated balance sheets and statements of income or operations and cash
flows of the ParestLead Borrower and its Subsidiaries and Excess Availability and the Borrowing Base,
in each case on a monthly basis for the immediately following Fiscal Year (including the Fiscal Year in
which the Maturity Date occurs), and as soon as available, any significant revisions to such forecast with
respect to such Fiscal Year.

6.02  Certificates; Other Information. Deliver to the Agent, in form and detail satisfactory
to the Agent:

(a)  concurrently with the delivery of the financial statements referred to in Sections 6.01(a),
6.01(b) and 6.01(c) (commencing with the delivery of the financial statements for the Fiscal Month
ended on February 3, 2018), a duly completed Compliance Certificate signed by a Responsible Officer of
the Lead Borrower, and in the event of any change in generally accepted accounting principles used in
the preparation of such financial statements, the Lead Borrower shall also provide: (i) a statement of
reconciliation conforming such financial statements to GAAP and (ii) a copy of management’s
discussion and analysis with respect to such financial statements;

day is not a Business Day, on the next succeeding Business Day), a Borrowing Base Certificate showing
the Borrowing Base as of the close of business as of the last day of the immediately preceding Fiscal
Month (provided that the value applied to the Eligible Inventory set forth in each Borrowing Base
Certificate shall be the appraised value set forth in the most recent appraisal obtained by the Agent
pursuant to Section 6.10 hereof for the applicable Fiscal Month to which such Borrowing Base
Certificate relates), each Borrowing Base Certificate to be certified as complete and correct by a
Responsible Officer of the Lead Borrower: provided that at any time an Accelerated Borrowing Base
Delivery Event has occurred and is continuing, at the election of the Agent, such Borrowing Base
Certificate shall be delivered on Thursday of each week (or. if Thursday is not a Business Day, on the
next succeeding Business Day), a Borrowing Base Certificate showing the Borrowing Base as of the
close of business as of the immediately preceding Sunday, each Borrowing Base Certificate to be
certified as complete and correct by a Responsible Officer of the Lead Borrower;

(c) promptly upon receipt, copies of any detailed audit reports, management letters or
recommendations submitted to the board of directors (or the audit committee of the board of directors) of
any Loan Party by its Registered Public Accounting Firm in connection with the accounts or books of the
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Loan Parties or any Subsidiary, or any audit of any of them, including, without limitation, specifying any
Internal Control Event;

(d) promptly after the same are available, copies of each annual report, proxy or financial
statement or other report or communication sent to the stockholders of the Loan Parties, and copies of all
annual, regular, periodic and special reports and registration statements which any Loan Party may file or
be required to file with the SEC under Section 13 or 15(d) of the Securities Exchange Act of 1934 or
with any national securities exchange, and in any case not otherwise required to be delivered to the Agent
pursuant hereto;

(e) the financial and collateral reports described on Schedule 6.02 hereto, at the times set
forth in such Schedule;

(f) as soon as available, but in any event within thirty (30) days after the end of each Fiscal
Year of the Loan Parties, a report summarizing the insurance coverage (specifying type, amount and
carrier) in effect for each Loan Party and its Subsidiaries and containing such additional information as
the Agent, or any Lender through the Agent, may reasonably speetfyrequest in writing;

(g) promptly after the Agent’s request therefor, copies of all Material Contracts and
documents evidencing Material Indebtedness; and

(h) promptly, such additional information regarding the business affairs, financial condition
or operations of any Loan Party or any Subsidiary, or compliance with the terms of the Loan Documents,
as the Agent or any Lender may from time to time reasonably request.

Documents required to be delivered pursuant to Section 6.01(a), (b), or (¢) or Section 6.02(c) (to the
extent any such documents are included in materials otherwise filed with the SEC) may be delivered
electronically and if so delivered, shall be deemed to have been delivered on the date (i) on which the
Lead Borrower posts such documents, or provides a link thereto on the Lead Borrower’s website on the
Internet at the website address listed on Schedule 10.02; or (ii) on which such documents are posted on
the Lead Borrower’s behalf on an Internet or intranet website, if any, to which each Lender and the
Agem have access (whether a commermal th]]‘d -party websne or whether sponsored by the Agent);

dv.ﬂldblllty on the SEC’s [-Irc(,tmmt, Data Gdthcnng and Retrieval System; provided, that, the Lead

Borrower shall notify the Agent and each Lender (by telecopier or electronic mail) of the posting of any
such documents and provide to the Agent by electronic mail electronic versions (i.e., soft copies) of such
documents. Notwithstanding anything contained herein, in every instance the Lead Borrower shall be
required to provide paper copies of the Compliance Certificates required by Section 6.02(b) to the Agent.
The Agent shall have no obligation to request the delivery or to maintain copies of the documents
referred to above, and in any event shall have no responsibility to monitor compliance by the Loan
Parties with any such request for delivery, and each Lender shall be solely responsible for requesting
delivery to it or maintaining its copies of such documents.

The Loan Parties hereby acknowledge that (a) the Agent and/or the Arranger will make available
to the Lenders and the L/C Issuer materials and/or information provided by or on behalf of the Loan
Parties hereunder (collectively, “Borrower Materials™) by posting the Borrower Materials on IntraLinks
or another similar electronic system (the *“Platform™) and (b) certain of the Lenders may be “public-side”
Lenders (i.e., Lenders that do not wish to receive material non-public information with respect to the
Loan Parties or their securities) (each, a “Public Lender”). The Loan Parties hereby agree that they will
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use commercially reasonable efforts to identify that portion of the Borrower Materials that may be
distributed to the Public Lenders and that (i) all such Borrower Materials shall be clearly and
conspicuously marked “PUBLIC” which, at a minimum, shall mean that the word “PUBLIC” shall
appear prominently on the first page thereof; (ii) by marking Borrower Materials “PUBLIC,” the Loan
Parties shall be deemed to have authorized the Agent, the Arranger, the L/C Issuer and the Lenders to
treat such Borrower Materials as not containing any material non-public information (although it may be
sensitive and proprietary) with respect to the Loan Parties or their securities for purposes of United States
Federal and state securities laws (provided, that, to the extent such Borrower Materials constitute
Information, they shall be treated as set forth in Section 10.07); (iii) all Borrower Materials marked
“PUBLIC™ are permitted to be made available through a portion of the Platform designated “Public
Investor”; and (iv) the Agent and the Arranger shall be entitled to treat any Borrower Materials that are
not marked “PUBLIC™ as being suitable only for posting on a portion of the Platform not designated
“Public Investor.”

6.03  Notices. Promptly notify the Agent of:
(a) the occurrence of any Default or Event of Default;

(b) any matter that has resulted or could reasonably be expected to result in a Material
Adverse Effect;

(c) any breach or non-performance of, or any default srder;with respect to, a material term
of a Material Contract or sith-+espeet-to Material Indebtedness of any Loan Party or any Subsidiary
thereof;

(d) any dispute, litigation, investigation, proceeding or suspension between any Loan Party
or any Subsidiary thereof and any Governmental Authority or the commencement of, or any material
development in, any litigation or proceeding affecting any Loan Party or any Subsidiary thereof,
including pursuant to any applicable Environmental Laws which involves an amount in excess of

$2,000,000 or otherwise could reasonably be expected to result in a Material Adverse Effect;

(e) the occurrence of any ERISA Event;

(f) any material change in accounting policies or financial reporting practices by any Loan
Party or any Subsidiary thereof;

(g) unless previously disclosed pursuant to Section 6.02(d), any change in any Loan Party’s
senior executive officers;

(h) unless previously disclosed pursuant to Section 6.02(d), the discharge by any Loan Party
of its present Registered Public Accounting Firm or any withdrawal or resignation by such Registered
Public Accounting Firm;

(i) unless previously disclosed pursuant to Section 6.02(d), any collective bargaining

agreement or other labor contract to which a Loan Party becomes a party, or the application for the
certification of a collective bargaining agent;

(j) the filing of any Lien for unpaid Taxes (in an amount equal to or in excess of

(k) any casualty or other insured damage to any material portion of the Collateral or the

o



commencement of any action or proceeding for the taking of any interest in a material portion of the
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Collateral under power of eminent domain or by condemnation or similar proceeding or if any material
portion of the Collateral is damaged or destroyed;

(1) any failure by any Loan Party to pay rent or such other amounts due at any distribution
centers or warehouses.

Each notice pursuant to this Section shall be accompanied by a statement of a Responsible Officer of the
Lead Borrower setting forth details of the occurrence referred to therein and stating what action the Lead
Borrower has taken and proposes to take with respect thereto. Each notice pursuant to Section 6.03(a)
shall describe with particularity any and all provisions of this Agreement and any other Loan Document
that have been breached.

6.04  Payment of Obligations. Pay and discharge as the same shall become due and payable,
all its obligations and liabilities, including (a) all tax liabilities, assessments and governmental charges or
levies upon it or its properties or assets, (b) all lawful claims (including, without limitation, claims of
landlords, warehousemen, customs brokers, freight forwarders, consolidators and carriers) which, if
unpaid, would by law become a Lien upon its property; and (c) all Indebtedness, as and when due and
payable, but subject to any subordination provisions contained in any instrument or agreement
evidencing such Indebtedness, except, in each case, where (a) the validity or amount thereof is being
contested in good faith by appropriate proceedings, (b) such Loan Party has set aside on its books
adequate reserves with respect thereto in accordance with GAAP, (c) such contest effectively suspends
collection of the contested obligation and enforcement of any Lien securing such obligation, (d) no Lien
has been filed with respect thereto and (ed) the failure to make payment pending such contest could not
reasonably be expected to result in a Material Adverse Effect. Nothing contained herein shall be deemed
to limit the rights of the Agent with respect to determining Reserves pursuant to this Agreement.

0.05  Preservation of Existence, Etc. (a) Preserve, renew and maintain in full force and
effect its legal existence and good standing under the Laws of the jurisdiction of its organization or
formation except in a transaction permitted by Section 7.04 or 7.05; (b) take all reasonable action to
maintain all rights, privileges, permits, licenses and franchises necessary or desirable in the normal
conduct of its business, except to the extent that failure to do so could not reasonably be expected to have
a Material Adverse Effect; and (c) preserve or renew all of its Intellectual Property, except to the extent
such Intellectual Property is no longer used or useful in the conduct of the business of the Loan Parties.

6.06  Maintenance of Properties. (a) Maintain, preserve and protect all of its material
properties and equipment necessary in the operation of its business in good working order and condition,
ordinary wear and tear excepted; and (b) make all necessary repairs thereto and renewals and
replacements thereof except, in each case, where the failure to do so could not reasonably be expected to
have a Material Adverse Effect.

6.07  Maintenance of Insurance.

(a) Maintain with financially sound and reputable insurance companies not Affiliates of the
Loan Parties, insurance with respect to its properties and business against loss or damage of the kinds
customarily insured against by Persons engaged in the same or similar business and operating in the same
or similar locations or as is required by applicable Law, of such types and in such amounts as are
customarily carried under similar circumstances by such other Persons and as are reasonably acceptable
to the Agent.

(b) Cause fire and extended coverage policies maintained with respect to any Collateral to
be endorsed or otherwise amended to include (i) a non-contributing mortgage clause (regarding
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improvements to Real Estate) and lenders’ loss payable clause (regarding personal property), in form and
substance reasonably satisfactory to the Agent, which endorsements or amendments shall provide that the
insurer shall pay all proceeds otherwise payable to the Loan Parties under the policies directly to the
Agent, (ii) a provision to the effect that none of the Loan Parties, Credit Parties or any other Person shall
be a co-insurer and (iii) such other provisions as the Agent may reasonably require from time to time to
protect the interests of the Credit Parties.

(c) Cause commercial general liability policies to be endorsed to name the Agent as an
additional insured.

(d) Cause business interruption policies to name the Agent as a loss payee and to be
endorsed or amended to include (i) a provision to the effect that none of the Loan Parties, the Agent or
any other party shall be a co-insurer and (ii) such other provisions as the Agent may reasonably require
from time to time to protect the interests of the Credit Parties.

(e) Cause each such policy referred to in this Section 6.07 to also provide that it shall not be
canceled, modified or not renewed (i) by reason of nonpayment of premium except upon not less than ten
(10) days’ prior written notice thereof by the insurer to the Agent (giving the Agent the right to cure
defaults in the payment of premiums) or (ii) for any other reason except upon not less than thirty (30)
days’ prior written notice thereof by the insurer to the Agent.

(f) Deliver to the Agent, prior to the cancellation, modification or non-renewal of any such
policy of insurance, a copy of a renewal or replacement policy (or other evidence of renewal of a policy
previously delivered to the Agent, including an insurance binder) together with evidence satisfactory to
the Agent of payment of the premium therefor.

(g) Maintain for themselves and their Subsidiaries, a Directors and Officers insurance
policy, and a *Blanket Crime” policy including employee dishonesty, forgery or alteration, theft,
disappearance and destruction, robbery and safe burglary, property, and computer fraud coverage with
responsible companies in such amounts as are customarily carried by business entities engaged in similar
businesses similarly situated, and will upon request by the Agent furnish the Agent certificates
evidencing renewal of each such policy.

(h) Permit any representatives that are designated by the Agent to inspect the insurance
policies maintained by or on behalf of the Loan Parties and to inspect books and records related thereto
and any properties covered thereby.

None of the Credit Parties, or their agents or employees shall be liable for any loss or damage insured by
the insurance policies required to be maintained under this Section 6.07. Each Loan Party shall look
solely to its insurance companies or any other parties other than the Credit Parties for the recovery of
such loss or damage and such insurance companies shall have no rights of subrogation against any Credit
Party or its agents or emplovees. If, however, the insurance policies do not provide waiver of
subrogation rights against such parties, as required above, then the Loan Parties hereby agree, to the
extent permitted by law, to waive their right of recovery, if any, against the Credit Parties and their
agents and employees. The designation of any form, type or amount of insurance coverage by any Credit
Party under this Section 6.07 shall in no event be deemed a representation, warranty or advice by such
Credit Party that such insurance is adequate for the purposes of the business of the Loan Parties or the
protection of their properties.

6.08  Compliance with Laws, Comply (a) in all material respects with the requirements of all
Laws and all orders, writs, injunctions and decrees applicable to it or to its business or property, except
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in such instances in which (i) such requirement of Law or order, writ, injunction or decree is being
contested in good faith by appropriate proceedings diligently conducted and with respect to which
adequate reserves have been set aside and maintained by the Loan Parties in accordance with GAAP; (ii)
such contest effectively suspends enforcement of the contested Laws, and (iii) the failure to comply
therewith could not reasonably be expected to have a Material Adverse Effect, and (b) with Sections

10.17 and 10.18.

6.09  Books and Records; Accountants.

(a) Maintain proper books of record and account, in which full, true and correct entries in
conforrmty with GAAP consistently applied shall be made of all financial transactions and matters

inv olvmg the assets and business of the Loan Pames or such Sub51d1ary, as-the case may berand (1)

iary; as the

case may be.

(b) At all times retain a Registered Public Accounting Firm which is reasonably satisfactory
to the Agent and shall instruct such Registered Public Accounting Firm to cooperate with, and be
available to, the Agent or its representatives to discuss the Loan Parties financial performance, financial
condition, operating results, controls, and such other matters, within the scope of the retention of such
Registered Public Accounting Firm, as may be raised by the Agent.

6.10  Inspection Rights.

(a) Permit representatives and independent contractors of the Agent to visit and inspect any
of its properties, to examine its corporate, financial and operating records, and make copies thereof or
abstracts therefrom, and to discuss its affairs, finances and accounts with its directors, officers, and
Registered Public Accounting Firm, and permit the Agent or professionals (including investment
bankers, consultants, accountants, and lawyers) retained by the Agent to conduct evaluations of the Loan
Parties’ business plan, forecasts and cash flows, all at the expense of the Loan Parties and at such
reasonable times during normal business hours and as often as may be reasonably desired, upon
reasonable advance notice to the Lead Borrower; provided, that, that when a Default or Event of Default
exists the Agent (or any of its representatives or independent contractors) may do any of the foregoing at
the expense of the Loan Parties at any time during normal business hours and without advance notice.

(b) Upon the request of the Agent after reasonable prior notice, permit the Agent or
professionals (including investment bankers, consultants, accountants, and lawyers) retained by the
Agent to conduct commercial finance examinations and other evaluations, including, without limitation,
of (i) the Lead Borrower’s practices in the computation of the Borrowing Base and (i1) the assets
included in the Borrowing Base and related financial information such as, but not limited to, sales, gross
margins, payables, accruals and reserves. The Loan Parties shall pay the fees and expenses of the Agent
and such professionals with respect to such examinations and evaluations;; provided, that, the Agent may
conduct, or cause to be conducted, (4 not more than twe(A) one (21) commercial finance
examinationsexamination each Fiscal Year at the expense of Borrowers so long as Excess Availability is
netlessequal to or greater than the sreater-ef-thirty-fiveamount equal to fifty percent (35:050.0%) of the
Loan Cap er-$5;000.000 at any-timeall times during such Fiscal Year, of (B) Htwo (2) commercial
finance examinations during each Fiscal Year at the ¢ '_I_]]_thmnt_thﬂﬁwab
Availability is less than the gre: such-amountsdurng-such-Fiseal-Yer it equal
to fifty percent (50.0%) of the Loan Cap but greater than or equal to the 'lmount equal to thirty-five
percent (35.0%) of the Loan Cap, and (C) three (3) commercial finance examinations #-suehduring each
Fiscal Year at the expense of Borrowers in the event that Excess Availability is less than the amount
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equal to thirty-five percent (35.0%) of the Loan Cap at any time during such Fiscal Year.
Notwithstanding the foregoing, the Agent may cause additional commercial finance examinations to be
undertaken (i) as it in its Permitted Discretion deems necessary or appropriate, at its own expense or, (ii)
if required by Law or if a-Defautt-oran Event of Default shall have occurred and be continuing, at the
expense of the Loan Parties and without advance notice.

(c) Upon the request of the Agent after reasonable prior notice, permit the Agent or
professionals (including appraisers) retained by the Agent to conduct appraisals of the Collateral,
including, without limitation, the assets included in the Borrowing Base. The Loan Parties shall pay the
fees and expenses of the Agent and such professionals with respect to such appraisals, provided, that, the
Agent may conduct, or cause to be conducted, £ not more than +we(A) one (2]) inventory
appratsalsappraisal each Fiscal Year at the expense of Borrowers so long as Excess Availability is
netequal to or greater than the amount equal to fifty percent (50.0%) of the Loan Cap at all times during
such Fiscal Year, (B) two (2) inventory appraisals during each Fiscal Year at the expense of Borrowers,
iJLthu event that Exccba Availability is less than the amount cqual to ﬁﬁlp;xccm (50.0%) of the Loan

S—H}G&@@@ at any tlme dunng such Fiscal Year eﬂnd (BC) +#

: suehthree (3)
commurual finance ;:mnw]atiom durmg each Fiscal Year at the expense of Borrowcrs in the event that
Excess Availability is less than the amount equal to thirty-five percent of the Loan Cap at any time
during such Fiscal Year. Notwithstanding the foregoing, the Agent may cause additional appraisals to be
undertaken (i) as it in its Permitted Discretion deems necessary or appropriate, at its own expense or, (ii)
if required by Law or if a-Befautt-eran Event of Default shall have occurred and be continuing, at the
expense of the Loan Parties and without advance notice,

6.11  Use of Proceeds. Use the proceeds of the Credit Extensions (a) to finance the
acquisition of working capital assets of the Borrowers, including the purchase of inventory and
equipment, in each case in the ordinary course of business, (b) to finance Capital Expenditures of the
Borrowers, and (c) for general corporate purposes of the Loan Parties, in each case to the extent
expresshy-permittednot prohibited under applicable Law and the Loan Documents.

6.12  Additional Loan Parties. Notify the Agent at the time that any Person becomes a
Subsidiary, and in each case promptly thereafter {and in any event within fifteenforty five (4545) days)
or such later date as may from time to time be approved by the Agent), cause any such Person (a) which
is not a CFC, to (i) become a Loan Party by executmg and delivering to the Agent a Joinder to this
Agreement or a Joinder to the Facility Guaranty or such other documents as the Agent shall deem
appropriate for such purpose, (i1) grant a Lien to the Agent on such Person’s assets of the same type that
constitute Collateral to secure the Obligations, and (iii) deliver to the Agent documents of the types
referred to in clauses (ii1) and (iv) of Section 4.01(a) and favorable opinions of counsel to such Person
(which shall cover, among other things, the legality, validity, binding effect and enforceability of the
documentation referred to in clause (a)), and (b) if any Equity Interests or Indebtedness of such Person
are owned by or on behalf of any Loan Party, to pledge such Equity Interests and promissory notes
evidencing such Indebtedness (except that, if such Subsidiary is a CFC that is not joined as a Loan Party,
the Equity Interests of such Subsidiary to be pledged may be limited to sixty-five percent (65%) of the
outstanding voting Equity Interests of such Subsidiary and one hundred percent (100%) of the non-voting
Equity Interests of such Subsidiary and such time period may be extended based on local law or
practice), in each case in form, content and scope reasonably satisfactory to the Agent. In no event shall
compliance with this Section 6.12 waive or be deemed a waiver or Consent to any transaction giving rise
to the need to comply with this Section 6.12 if such transaction was not otherwise expressly permitted by
this Agreement or constitute or be deemed to constitute, with respect to any Subsidiary, an approval of
such Person as a Borrower or permit the inclusion of anv acauired assets in the computation of the




Borrowing Base.
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6.13  Cash Management.

(a) Each Loan Party shall establish and maintain, at its expense, Deposit Accounts and cash
management services of a type and on terms, and with the banks, set forth on Schedule 5.21(a) and,
subject to Section 6.13(d) below, such other banks as such Loan Party may hereafter select (such other
banks, together with the banks set forth on Schedule 5.21(a), collectively, the “Cash Management Banks”™
and individually, a “Cash Management Bank™). Each Loan Party shall deliver, or cause to be delivered
to Agent, (i) a Control Agreement with respect to each of its Deposit Accounts duly authorized, executed
and delivered by each Cash Management Bank where a Deposit Account is maintained, the applicable
Loan Party and Agent; provided, that, (A) Loan Parties shall not be required to deliver a Control
Agreement with a Cash Management Bank as to any Deposit Account that is an Excluded Account, and
(B) Loan Parties shall not be required to deliver a Control Agreement with a Cash Management Bank as
to any Deposit Account that is exclusively used for receiving deposits from the Stores (other than any
such Deposit Account at Wells Fargo which shall each be subject to a Control Agreement), and (ii)
satisfactory evidence that the Credit Card Notifications as duly authorized, executed and delivered by the
applicable Loan Party has been delivered to each Credit Card Issuer or Credit Card Processor.

(b) Each such Control Agreement shall provide, among other things, that (i) the Cash
Management Bank will comply with any instructions originated by Agent directing the disposition of the
funds in such Deposit Account without further consent by the applicable Loan Party, (ii) the Cash
Management Bank waives, subordinates, and agrees not to exercise any rights of setoff or recoupment or
any other claim against the applicable Deposit Account other than for payment of its service fees and
other charges directly related to the administration of such Deposit Account and for returned checks or
other items of payment, (iii) with respect to each Collection Account (other than the Concentration
Accounts) the Cash Management Bank will transfer each day by wire transfer or other electronic funds
transfer all funds in such account to a Concentration Account and with respect to each Concentration
Account, the Cash Management Bank will transfer each day by wire transfer or other electronic funds
transfer all funds in such account to the Agent Payment Account, provided, that, such Cash Management
Bank shall not be requireddirected to transfer funds to the Agent Payment Account priorte-the date-after
%Wﬁéﬁ%%%—Q—H&tﬂm}ﬂ&m—%%MW&MPMMWW—RHMWWHﬂ
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Letters-of Credit-outstanding-to-exeeed-such-ameuntuntil such time as a Cash Dominion Event has
occurred. All payments made to the Concentration Accounts, whether in respect of the Accounts, as
proceeds of Inventory or other Collateral or otherwise shall be treated as payments to Agent in respect of
the Obligations and therefore shall constitute the property of Agent and Lenders to the extent of the then
outstanding Obligations. All funds received in the Agent Payment Account shall be applied to the
Obligations as provided in accordance with Section 8.03 of this Agreement to the extent then due and
payable.

(c) Each Borrower shall direct all Credit Card Processors, Credit Card Issuers and other
obligors in respect of any amounts payable to Borrowers to make payment of all such amounts to the
Collection Accounts pursuant to a Credit Card Notification which shall have been executed on behalf of
such Loan Party and delivered to such Loan Party’s Credit Card Issuers and Credit Card Processors,
including, but not limited to, the Credit Card Issuers and Credit Card Processors listed on Schedule
5.21(b). In addition, each Borrower shall deposit, or cause to be deposited, any other all cash, checks,
notes, instruments, and other items of payment, in whatever form, that it receives to the Collection
Accounts. In the event that, notwithstanding the provisions of this Section 6.13, any Loan Party receives
or otherwise has dominion and control of any such proceeds or collections, such proceeds and collections
shall be held in trust by such Loan Partv for the Agent. shall not be commingled with any of such Loan
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Party’s other funds or deposited in any account of such Loan Party and shall, not later than the Business
Day after receipt thereof, be deposited into a Collection Account or a Concentration Account. Upon not
less than five (5) Business Days’ prior written notice to the Agent. Lead Borrower may amend Schedule
5.21(b) to add or delete a Credit Card Agreement or any other agreement between or among any Loan
Party, on the one hand, and a Credit Card Issuer or a Credit Card Processor (or any of their Affiliates, as
the case may be), on the other.

(d) So long as no Event of Default has occurred and is continuing, upon not less than five
replace a Deposit Account or Cash Management Bank or Securities Account or securities intermediary
and shall upon such addition or replacement provide to the Agent an amended Schedule 5.21(a);
provided, that, (i) such prospective Cash Management Bank or securities intermediary, as the case may
be, shall be reasonably satisfactory to Agent, and (ii) prior to the time of the opening of such Deposit
Account or Securities Account (other than an Excluded Account), the applicable Loan Party and such
prospective Cash Management Bank or securities intermediary shall have executed and delivered to
Agent a Control Agreement (including any acknowledgement and agreement of the Cash Management
Bank or securities intermediary with respect thereto). Each Loan Party shall close any of its Deposit
Accounts (and establish replacement Deposit Accounts in accordance with the foregoing sentence) as
promptly as practicable and in any event within forty-five (45) days after notice from Agent that the
operating performance, funds transfer, or procedures or performance of the Cash Management Bank with
respect to Deposit Accounts or the Agent’s liability under any Control Agreement with such Cash
Management Bank is no longer satisfactory in the Agent’s reasonable judgment.

(e) Each Loan Party shall obtain an authenticated Control Agreement from each issuer of
uncertificated securities, securities intermediary, or commodities intermediary issuing or holding any
financial assets or commodities to or for any Loan Party, or maintaining a Securities Account for such
Loan Party and with respect to any other investment property and no Loan Party will make, acquire, or
permit to exist Permitted Investments consisting of cash, Cash Equivalents, or amounts credited to
Deposit Accounts or Securities Accounts unless Agent has received a Control Agreement duly
authorized, executed and delivered by the applicable bank or securities intermediary where such cash,
Cash Equivalents, Deposit Account or Securities Account are maintained with respect thereto, provided,
that, the Loan Parties shall not be required to deliver a Control Agreement with respect to any Excluded
Account,

() Upon the request of the Agent, the Loan Parties shall cause bank statements and/or other
reports to be delivered to the Agent not less often than monthly, accurately setting forth all amounts
deposited in each Deposit Account to ensure the proper transfer of funds as set forth above.

6.14  Information Regarding the Collateral.

(a) Furnish to the Agent at least thirty (30) days prior written notice of any change in: (i)
any Loan Party’s name or in any trade name used to identify it in the conduct of its business or in the
ownership of its properties; (ii) the location of any Loan Party’s chief executive office, its principal place
of business, any office in which it maintains books or records relating to Collateral owned by it or any
office or facility at which Collateral owned by it is located (including the establishment of any such new
office or facility); (iii) any Loan Party’s organizational structure or jurisdiction of incorporation or
formation (provided, that, in no event will any Loan Party change its jurisdiction of organization to a
jurisdiction outside of the United States); or (iv) any Loan Party’s Federal Taxpayer Identification
Number or organizational identification number assigned to it by its state of organization. The Loan
Parties agree not to effect or permit any change referred to in the preceding sentence unless all filings
have been made under the UCC or otherwise that are required in order for the Agent to continue at all
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times following such change to have a valid, legal and perfected first priority security interest (subject as
to priority, to Permitted EiensEncumbrances) in all the Collateral for its own benefit and the benefit of
the other Credit Parties.

(b) Should any of the information on any of the Schedules hereto become inaccurate or
misleading in any material respect as a result of changes after the Closing Date, the Lead Borrower shall
advise the Agent in writing of such revisions or updates as may be necessary or appropriate to update or
correct the same. From time to time as may be reasonably requested by the Agent, the Lead Borrower
shall supplement each Schedule hereto, or any representation herein or in any other Loan Document, with
respect to any matter arising after the Closing Date that, if existing or occurring on the Closing Date,
would have been required to be set forth or described in such Schedule or as an exception to such
representation or that is necessary to correct any information in such Schedule or representation which
has been rendered inaccurate thereby (and, in the case of any supplements to any Schedule, such
Schedule shall be appropriately marked to show the changes made therein). Notwithstanding the
foregoing, no supplement or revision to any Schedule or representation shall be deemed the Credit
Parties’ consent to the matters reflected in such updated Schedules or revised representations nor permit
the Loan Parties to undertake any actions otherwise prohibited hereunder or fail to undertake any action
required hereunder from the restrictions and requirements in existence prior to the delivery of such
updated Schedules or such revision of a representation; nor shall any such supplement or revision to any
Schedule or representation be deemed the Credit Parties’ waiver of any Default or Event of Default
resulting from the matters disclosed therein.

6.15  Physical Inventories. Except as otherwise consented to by the Agent

(a) Cause not less than one (1) full physical inventory in each twelve (12) month period and
at the Stores at the end of each Fiscal Quarter consistent with current practices as of the date hereof,
conducted by such inventory takers as are reasonably satisfactory to the Agent and following such
methodology as is consistent with the methodology used in the immediately preceding inventory or as
otherwise may be reasonably satisfactory to the Agent. The Agent, at the expense of the Loan Parties,
may participate in and/or observe each scheduled physical count of Inventory which is undertaken on
behalf of any Loan Party. The Lead Borrower, within five (5) Business Days following the completion
of such inventory, shall provide the Agent with a reconciliation of the results of such inventory (as well
as of any other physical inventory or cycle counts undertaken by a Loan Party) and shall post such results
to the Loan Parties’ stock ledgers and general ledgers, as applicable.

(b) Permit the Agent, in its Permitted Discretion, if any Befault-or Event of Default exists,
to cause additional such inventories to be taken as the Agent determines (each, at the expense of the Loan
Parties).

6.16  Environmental Laws, Except to the extent failure to comply could not reasonably be
expected to result, individually or in the aggregate, in a Material Adverse Effect (a) conduct its
operations and keep and maintain its Real Estate in material compliance with all Environmental Laws;
(b) obtain and renew all environmental permits necessary for its operations and properties; and (c)
implement any and all investigation, remediation, removal and response actions that are appropriate or
necessary to maintain the value and marketability of the Real Estate or to otherwise comply with
Environmental Laws pertaining to the presence, generation, treatment, storage, use, disposal,
transportation or release of any Hazardous Materials on, at, in, under, above, to, from or about any of its
Real Estate, provided, that, neither a Loan Party nor any of its Subsidiaries shall be required to undertake
any such cleanup, removal, remedial or other action to the extent that its obligation to do so is being
contested in good faith and by proper proceedings and adequate reserves have been set aside and are
being maintained by the Loan Parties with respect to such circumstances in accordance with GAAP.
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6.17  Further Assurances.

(a) Execute any and all further documents, financing statements, agreements and
instruments, and take all such further actions (including the filing and recording of financing statements
and other documents), that may be required under any applicable Law, or which the Agent may
reasonably request, to effectuate the transactions contemplated by the Loan Documents or to grant,
preserve, protect or perfect the Liens created or intended to be created by the Security Documents or the

valldny or priority of any ‘;uch L1en all at the expeme of the Lnan Parties. Mﬂﬂﬂ—?ﬁfﬂe&&h&aﬁeﬂe

(b) If any material assets are acquired by any Loan Party after the Closing Date (other than
assets constituting Collateral under the Security Documents that become subject to the perfected
first-priority Lien under the Security Documents upon acquisition thereof), notify the Agent thereof, and
the Loan Parties will cause such assets to be subjected to a Lien securing the Obligations and will take
such actions as shall be necessary or shall be requested by the Agent to grant and perfect such Liens,
including actions described in paragraph (a) of this Section 6.17, all at the expense of the Loan Parties. In
no event shall compliance with this Section 6.17(b) waive or be deemed a waiver or Consent to any
transaction giving rise to the need to comply with this Section 6.17(b) if such transaction was not
otherwise expressly permitted by this Agreement or constitute or be deemed to constitute Consent to the
inclusion of any acquired assets in the computation of the Borrowing Base.

(c) Upon the request of the Agent, use commercially reasonable efforts to cause each of its
Freight Forwarders to deliver an agreement (including, without limitation, a Freight Forwarder
Agreement) to the Agent covering such matters and in such form as the Agent may reasonably require
(provided, that, such agreement shall be required for any In-Transit Inventory the importation of which is
being handled by such Freight Forwarder to be Eligible In-Transit Inventory).

(d) Upon the request of the Agent, use commercially reasonable efforts to cause any of its
landlords at locations that contain books and records with respect to Collateral (not otherwise available at
any owned location of the Loan Parties) or with assets included in the Borrowing Base (other than at a
Store) to deliver a Collateral Access Agreement to the Agent in such form as the Agent may reasonably
require; provided, that, prior to the occurrence and continuance of an Event of Default, notwithstanding
anythmg to the contrary set forth hcrcm shall bc rcquc&tcd by thc Agcnt or shali othcmmc be rcqulrcd

halmg_@j&!e,&ﬂﬁ or equal 05100000_

(e) Notwithstanding anything to the contrary contained herein (including Section 6.12
hereof and this Section 6.17) or in any other Loan Document, the Agent shall not accept delivery of any

|0111dcr to any Loan Documcnt w lth rcspcct to amJ SubSJdiaw of any Loan Party that is not a Loan Party,

A if lati
unless such Subsidiary has delivered a Beneficial Ownership Certification in relation to such Subsidiary
and the Agent has completed its Patriot Act searches, OFAC/PEP searches and customary individual
background checks for such SubSIdmry, the results of which shall be reasonably satisfactory to the Agent.

6.18  Compliance with Terms of Leaseholds. Except as otherwise expressly permitted
hereunder, and except as could not reasonably be expected to have a Material Adverse Effect, (a) make
all payments and otherwise perform all obligations in respect of all Leases to which any Loan Party or
any of its Subsidiaries is a party, (b) keep such Leases in full force and effect, (¢) not allow such Leases
to lapse or be terminated or any rights to renew such Leases to be forfeited or cancelled, (d) notify the
Agent of any default by any party with respect to such Leases and cooperate with the Agent in all



respects to cure any such default, and (¢) cause each of its Subsidiaries to do the foregoing.
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6.19  Material Contracts. (a) Perform and observe all the material terms and provisions of
each Material Contract to be performed or observed by it, (b) maintain each such Material Contract in
full force and effect, (c) enforce each such Material Contract in accordance with its terms, (d) take all
such action to such end as may be from time to time requested by the Agent, (¢) upon request of the
Agent, make to each other party to each such Material Contract such demands and requests for
information and reports or for action as any Loan Party or any of its Subsidiaries is entitled to make
under such Material Contract, and (f) cause each of its Subsidiaries to do the foregoing.

ARTICLE VI
NEGATIVE COVENANTS

So long as any Lender shall have any Commitment hereunder, any Loan or other Obligation
hereunder shall remain unpald or unsatisfied, or any Letter of Credit which has not been Cash
Collateralized shall remain outstanding (other than contingent indemnification obligations for which a
claim has not been asserted), no Loan Party shall, nor shall it permit any Subsidiary to, directly or

indirectly:

7.01  Liens. Create, incur, assume or suffer to exist any Lien upon any of its property, assets
or revenues, whether now owned or hereafter acquired or sign or file ersuffer-te-exist under the UCC or
any similar Law or statute of any jurisdiction a financing statement that names any Loan Party or any
Subsidiary thereof as debtor; sign or suffer to exist any security agreement authorizing any Person
thereunder to file such financing statement; sell any of its property or assets subject to an understanding
or agreement (contingent or otherwise) to repurchase such property or assets with recourse to it or any of
its Subsidiaries; or assign or otherwise transfer any accounts or other rights to receive income, other than,
as to all of the above, Permitted Encumbrances.

7.02  Investments. Make any Investments, except Permitted Investments.
7.03  Indebtedness; Disqualified Stock. (a) Create, incur, assume, guarantee, suffer to exist

or otherwise become or remain liable wnh respect to, any Indebtedne%‘; excepl Perrmtted Indebtedne‘;s,
or {IJ) issue Dlsquallf ed Stock. :

7.04  Fundamental Changes. Merge, dissolve, liquidate, consolidate with or into another
Person, (or agree to do any of the foregoing), except that, so long as no Default or Event of Default shall
have occurred and be continuing prior to or immediately after giving effect to any action described below
or would result therefrom:
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(a) any Subsidiary which is not a Loan Party may merge with (i) a Loan Party, provided,
that, the Loan Party shall be the continuing or surviving Person, or (ii) any one or more other
Subsidiaries which are not Loan Parties, provided, that, when any wholly-owned Subsidiary is merging
with another Subsidiary, the wholly-owned Subsidiary shall be the continuing or surviving Person;

(b) any Subsidiary which is a Loan Party may merge into any Subsidiary which is a Loan
Party or into a Borrower, provided, that, in any merger involving a Borrower, such Borrower shall be the
continuing or surviving Person;

(c) in connection with a Permitted Acquisition, any Subsidiary of a Loan Party may merge
with or into or consolidate with any other Person or permit any other Person to merge with or into or
consolidate with it; provided, that, (i) the Person surviving such merger shall be a wholly-owned
Subsidiary of a Loan Party and such Person shall become a Loan Party in accordance with, and to the
extent required by, the provisions of Section 6.12 hereof, and (ii) in the case of any such merger to which
any Loan Party is a party, such Loan Party is the surviving Person.

7.05  Dispositions. Make any Disposition or enter into any agreement to make any
Disposition, except Permitted Dispositions.

7.06  Restricted Payments. Declare or make, directly or indirectly, any Restricted Payment,
or incur any obligation (contingent or otherwise) to do so, except that:

(a) each Subsidiary of a Loan Party may make Restricted Payments to any Loan Party ether
than-to-the-Parent;

(b) the Loan Parties and each Subsidiary may declare and make dividend payments or other
distributions payable solely in the common stock or other common Equity Interests of such Person;

ne-Eventef Defaultiseontinuing | Intentionally Omitted.]
(d) The Loan Parties may make Restricted Payments consisting of cash dividends and
redemptions of Equity Interests by the Lead Borrower; provided, that, both immediately before and
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7.07  Prepayments of Indebtedness. Prepay, redeem, purchase, defease or otherwise satisfy
prior to the scheduled maturity thereof in any manner any Indebtedness, or make any payment in
violation of any subordination terms of any Subordinated Indebtedness, except (a) regularly scheduled or
mandatory repayments, repurchases, redemptions or defeasances of (i) Permitted Indebtedness (other
than Subordinated Indebtedness), and (ii) Subordinated Indebtedness in accordance with the
subordination terms thereof or the applicable subordination agreement relating thereto, (b) voluntary
prepayments, repurchases, redemptions or defeasances of (1) Permitted Indebtedness (but excluding on
account of any Subordinated Indebtedness), provided, that, as of the date of any such prepayment,
repurchase, redemption or defeasance, and after giving effect thereto, each of the Payment Conditions is
satisfied, and (i) Subordinated Indebtedness in accordance with the subordination terms thereof or the
applicable subordination agreement relating thereto, provided, that, as of the date of any such
prepayment, repurchase, redemption or defeasance, and immediately after giving effect thereto, each of
the Payment Conditions is satisfied, and (c) prepayment of such Indebtedness with the proceeds of the
Permitted Refinancing thereof.

7.08  Change in Nature of Business.

@

COFpOFRte-eXistence, (HI) participating i tax, accounting-and other admimsirative aetvities as the parent
['i‘ thi! E'HH{H“E"'EE!E} H!EI- ]llp E]I E.E1|11f’. H ;\. i a H i i H <] H - 3 H I 3 5

08 Reserved.

(b) In the case of each of the Loan Parties, engage in any line of business substantially
different from the Business conducted by the Loan Parties and their Subsidiaries on the
ClestrgAmendment No. 6 Effective Date or any business substantially related or incidental thereto.

7.09  Transactions with Affiliates, Enter into, renew, extend or be a party to any transaction
of any kind with any Affiliate of any Loan Party, whether or not in the ordinary course of business, other
than on fair and reasonable terms substantially as favorable to the Loan Parties or such Subsidiary as
would be obtainable by the Loan Parties or such Subsidiary at the time in a comparable arm’s length
transaction with a Person other than an Affiliate, provided, that, the foregoing restriction shall not apply
to (a) a transaction between or among the Loan Parties, (b) transactions described on Schedule 7.09
hereto, (c) advances for commissions, travel and other similar purposes in the ordinary course of business
any officer, director, employee or consultant of Parenithe Lead Borrower or any-ef its Subsidiaries, (e)
the payment of reasonable fees and out-of-pocket costs to directors, and compensation and employee
benefit arrangements paid to, and indemnities provided for the benefit of, directors, officers or employees
of ParentLead Borrower or any of its Subsidiaries, and (f) any issuances of securities of ParentLead
Borrower (other than Disqualified Stock and other Equity Interests not permitted hereunder) or other
payments, awards or grants in cash, securities or otherwise pursuant to, or the funding of, employment
agreements, stock options and stock ownership plans (in each case in respect of Equity Interests in
ParentLead Borrower) of ParentLead Borrower or any of its Subsidiaries.

7.10  Burdensome Agreements. Enter into or permit to exist any Contractual Obligation
(other than this Agreement or any other Loan Document) that (a) limits the ability of (i) any Subsidiary to
make Restricted Payments or other distributions to any Loan Party or to otherwise transfer property to or
invest in a Loan Party, (ii) any Subsidiary to Guarantee the Obligations, (iii) any Subsidiary to make or
repay loans to a Loan Party, or (iv) the Loan Parties or any Subsidiary to create, incur, assume or suffer
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to exist Liens on property of such Person in favor of the Agent; provided, that, this clause (iv) shall not
prohibit any negative pledge incurred or provided in favor of any holder of Indebtedness permitted under
clauses (c) or (f) of the definition of Permitted Indebtedness solely to the extent any such negative pledge
relates to the property financed by or the subject of such Indebtedness; or (b) requires the grant of a Lien
to secure an obligation of such Person if a Lien is granted to secure another obligation of such Person.

7.11  Use of Proceeds. Use the proceeds of any Credit Extension, whether directly or
indirectly, and whether immediately, incidentally or ultimately, (a) to purchase or carry margin stock
(within the meaning of Regulation U of the FRB) or to extend credit to others for the purpose of
purchasing or carrying margin stock or to refund Indebtedness originally incurred for such purpose; (b) to
make any payments to a Sanctioned Entity or a Sanctioned Person, to finance any investments in a
Sanctioned Entity or a Sanctioned Person, to fund any operations of a Sanctioned Entity or a Sanctioned
Person)-er-a-any-othermanner that would result in a violation of Sanctions by any Person; or (c) for
purposes other than those permitted under this Agreement.

712 Amendment of Material Documents. Amend, modify or waive any of a Loan Party’s
rights under (a) its Organization Documents in a manner materially adverse to the Credit Parties, or (b)
any Material Contract or Material Indebtedness (other than on account of any refinancing thereof
otherwise permitted hereunder), in each case to the extent that such amendment, modification or waiver
would result in a-Befault-oran Event of Default under any of the Loan Documents, would be materially
adverse to the Credit Parties or otherwise would be reasonably likely to have a Material Adverse Effect.

7.13  Fiscal Year. Change the Fiscal Year of any Loan Party, or the accounting policies or
reporting practices of the Loan Parties, except as required by GAAP.

7.14  Deposit Accounts; Credit Card Processors. Open new Deposit Accounts or Securities
Accounts unless the Loan Parties shall have delivered to the Agent appropriate Control Agreements
consistent with the provisions of Section 6.13 and otherwise reasonably satisfactory to the Agent. No
Loan Party shall maintain any Deposit Accounts or Securities Accounts or enter into any agreements
with Credit Card Issuers or Credit Card Processors other than as expressly contemplated herein or in

Sectiun 6.13 hcrcof _For tht, dVOiddl]LQ of doubt, it is hcrr:by 4Lknowledgcd and d;,md that Loan Parties

7.15  Excess Availability Covenant. Permit Excess Avmlabl]lly at any time to he ]esa than the
ﬂfeﬂkei—&ﬁta&amnunl equal to ten percem (]0%) of the Loan Cap

#tif—piﬁ*)‘x&b«tﬁ this-Seetion 7 15¢h).

ARTICLE VI
EVENTS OF DEFAULT AND REMEDIES

8.01  Events of Default, Any of the following shall constitute an Event of Default:

(a) Non-Payment. The Borrowers or any other Loan Party fails to pay when and as
required to be paid herein, (i) any amount of principal of any Loan or any L/C Obligation, or deposit any
funds as Cash Collateral in respect of L/C Obligations, or (ii) any interest on any Loan or on any L/C
Obligation, or any fee due hereunder; or i) any other amount payable hereunder or under any other
Loan Document and such failure pursuant to this clause (ii) shall 1e unremedied for a period of
three (3) Business Days; or
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(b) Specific Covenants. (i) Any Loan Party fails to perform or observe any term, covenant

Article VII; or (ii) any Guarantor fails to perform or observe any term, covenant or agreement contained
in the Facility Guaranty; or

(c) Other Defaults. Any Loan Party fails to perform or observe any other covenant or
agreement (not specified in subsection (a) or (b) above) contained in any Loan Document on its part to be
performed or observed and such failure continues for fifteen (15) davsBusiness Days; or

(d) Representations and Warranties. Any representation, warranty, certification or
statement of fact made or deemed made by or on behalf of any Borrower or any other Loan Party herein,
in any other Loan Document, or in any document delivered in connection herewith or therewith
(including, without limitation, any Borrowing Base Certificate), or in completing any request for a
Borrowing via the Portal, shall be incorrect or misleading in any material respect when made or deemed
made; or

(e) Cross-Default. (i) Any Loan Party or any Subsidiary thereof (A) fails to make any
payment when due (whether by scheduled maturity, required prepayment, acceleration, demand, or
otherwise) in respect of any Material Indebtedness (including undrawn committed or available amounts
and including amounts owing to all creditors under any combined or syndicated credit arrangement), or
(B) fails to observe or perform any other agreement or condition relating to any such Material
Indebtedness or contained in any instrument or agreement evidencing, securing or relating thereto, or any
other event occurs, the effect of which default or other event is to cause, or to permit the holder or
holders of such Material Indebtedness or the beneficiary or beneficiaries of any Guarantee thereof (or a
trustee or agent on behalf of such holder or holders or beneficiary or beneficiaries) to cause, with the
giving of notice if required, such Indebtedness to be demanded or to become due or to be repurchased,
prepaid, defeased or redeemed (automatically or otherwise), or an offer to repurchase, prepay, defease or
redeem such Indebtedness to be made, prior to its stated maturity, or such Guarantee to become payable
or cash collateral in respect thereof to be demanded; or (ii) there occurs under any Swap Contract an
Early Termination Date (as defined in such Swap Contract) resulting from (A) any event of default under
such Swap Contract as to which a Loan Party or any Subsidiary thereof is the Defaulting Party (as
defined in such Swap Contract) or (B) any Termination Event (as so defined) under such Swap Contract
as to which a Loan Party or any Subsidiary thereof is an Affected Party (as so defined) and, in either
event, the Swap Termination Value owed by the Loan Party or such Subsidiary as a result thereof is

greater than $400,0004,000,000; or

(f) Insolvency Proceedings, Etc. Any Loan Party or any of its Subsidiaries institutes,
consents to the institution of or declares its intention to institute any proceeding under any Debtor Relief
Law, or makes an assignment for the benefit of creditors; or applies for or consents to the appointment of
any receiver, trustee, custodian, conservator, liquidator, rehabilitator or similar officer for it or for all or
any material part of its property; or a proceeding shall be commenced or a petition filed, without the
application or consent of such Person, seeking or requesting the appointment of any receiver, trustee,
custodian, conservator, liquidator, rehabilitator or similar officer is appointed and the appointment
continues undischarged, undismissed or unstayed for thirbrforty-five (3845) calendar days or an order or
decree approving or ordering any of the foregoing shall be entered; or any proceeding under any Debtor
Relief Law relating to any such Person or to all or any material part of its property is instituted without
the consent of such Person and continues undismissed or unstayed for thirtforty-five (3045) calendar
days, or an order for relief is entered in any such proceeding; or

(g) Inability to Pay Debts; Attachment. (i) Any Loan Party or any Subsidiary thereof
becomes unable or admits in writing its inability or fails generally to pay its debts as they become due in
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the ordinary course of business, or (ii) any writ or warrant of attachment or execution or similar process
is issued or levied against all or any material part of the property of any such Person; or

(h) Judgments. There is entered against any Loan Party or any Subsidiary thereof (i) one or
more judgments or orders for the payment of money in an aggregate amount (as to all such judgments
and orders) exceeding $256,0002,000,000 (to the extent not covered by independent third-party insurance
as to which the insurer has been notified of the potential claim and does not dispute coverage), or (i) any
one or more non-monetary judgments that have, or could reasonably be expected to have, individually or
in the aggregate, a Material Adverse Effect and, in either case, (A) enforcement proceedings are
commenced by any creditor upon such judgment or order, or (B) there is a period of tenfifteen (1015)
consecutive days during which a stay of enforcement of such judgment or order, by reason of a pending
appeal or otherwise, is not in effect; or

(i) ERISA. (i) An ERISA Event occurs with respect to a Pension Plan or Multiemployer
Plan which has resulted or could reasonably be expected to result in liability of any Loan Party under
Title IV of ERISA to the Pension Plan, Multiemployer Plan or the PBGC in an aggregate amount in
excess of $250,0002,000,000 or which would reasonably likely result in a Material Adverse Effect, or (ii)
a Loan Party or any ERISA Affiliate fails to pay when due, after the expiration of any applicable grace
period, any installment payment with respect to its withdrawal liability under Section 4201 of ERISA
under a Multiemployer Plan in an aggregate amount in excess of $256:0002,000,000 or which would
reasonably likely result in a Material Adverse Effect; or

(j) Invalidity of Loan Documents. (i) Any provision of any Loan Document, at any time
after its execution and delivery and for any reason other than as expressly permitted hereunder or
thereunder or satisfaction in full of all the Obligations (other than contingent indemnification obligations
for which a claim has not been asserted), ceases to be in full force and effect; or any Loan Party, any
Subsidiary thereof or any Governmental Authority contests in any-mannerwriting the validity or
enforceability of any provision of any Loan Document; or any Loan Party denies in writing that it has
any or further liability or obligation under any provision of any Loan Document, or purports to revoke,
terminate or rescind any provision of any Loan Document or seeks to avoid, limit or otherwise adversely
affect any Lien purported to be created under any Security Document; or (i1) any Lien purported to be
created under any Security Document shall cease to be, or shall be asserted in writing by any Loan Party,
any Subsidiary thereef or any Governmental Authority not to be, a valid and perfected Lien on any
Collateral, with the priority required by the applicable Security Document; or

(k) Change of Control. There occurs any Change of Control; or

(I) Cessation of Business. Except as otherwise expressly permitted hereunder, any Loan
Party shall take any action, or any Loan Party’s management or board of directors (or equivalent
governing body) shall make a determination, in each case whether or not yet formally approved, to (i)
suspend the operation of all or a material portion of its business in the ordinary course, (ii) suspend the
payment of any material obligations in the ordinary course or suspend the performance under Material
Contracts in the ordinary course, (iii) commence the liquidation of all or a material portion of its assets or
Store locations, or (iv) employ an agent or other third party to conduct a program of closings,
liquidations, or “going-out-of-business” sales of any material portion of its business; or

(m) Loss of Collateral. There occurs any uninsured loss to any material portion of the
Collateral; or

(n) Breach of Contractual Obligation. Any Loan Party or any Subsidiary thereof fails to
make any payment when due (whether by scheduled maturity, required prepayment, acceleration,



109




Exhibit 10.2

demand, or otherwise) in respect of any Material Contract or fails to observe or perform any other
agreement or condition relating to any such Material Contract or contained in any instrument or
agreement evidencing, securing or relating thereto, or any other event occurs, the effect of which default
or other event is to cause, or to permit the counterparty to such Material Contract to terminate such
Material Contract; or

(0) Indictment. The indictment or institution of any legal process or proceeding against,
any Loan Party or any Subsidiary thereof, under any federal, state, municipal, and other criminal statute,
rule regulation. order, or other requirement having the foree of law for a-felonythat may reasonably be
expected to lead to a forfeiture of any property of such Loan Party or Subsidiary having a fair market
value in excess of $1,500,000;

(p) Guaranty. The termination or attempted termination of any Facility Guaranty except as
expressly permitted hereunder or under any other Loan Document; or

(q) Subordination. (i) The subordination provisions of the documents evidencing or
governing any Subordinated Indebtedness, or provisions of any intercreditor agreement entered into by
Agent after the date hereof, any such provisions being referred to as the “Intercreditor Provisions”, shall,
in whole or in part, terminate, cease to be effective or cease to be legally valid, binding and enforceable
against any holder of the applicable Indebtedness; or (i) any Borrower or any other Loan Party shall,
directly or indirectly, disavow or contest in any-mannerwriting (A) the effectiveness, validity or
enforceability of any of the Intercreditor Provisions, (B) that the Intercreditor Provisions exist for the
benefit of the Credit Parties, or (C) in the case of Subordinated Indebtedness, that all payments of
principal of or premium and interest on the applicable Subordinated Indebtedness, or realized from the
liquidation of any property of any Loan Party, shall be subject to any of the Intercreditor Provisions.

8.02  Remedies Upon Event of Default. If any Event of Default occurs and is continuing, the
Agent may, or, at the request of the Required Lenders shall, take any or all of the following actions:

(a) declare the Commitments of each Lender to make Loans and any obligation of the L/C
Issuer to make L/C Credit Extensions to be terminated, whereupon such Commitments and obligation
shall be terminated;

(b) declare the unpaid principal amount of all outstanding Loans, all interest accrued and
unpaid thereon, and all other Obligations (other than Obligations under any Swap Contract) to be
immediately due and payable, without presentment, demand, protest or other notice of any kind, all of
which are hereby expressly waived by the Loan Parties;

(c) require that the Loan Parties Cash Collateralize the L/C Obligations; and

(d) whether or not the maturity of the Obligations shall have been accelerated pursuant
hereto, proceed to protect, enforce and exercise all rights and remedies of the Credit Parties under this
Agreement, any of the other Loan Documents or applicable Law, including, but not limited to, by suit in
equity, action at law or other appropriate proceeding, whether for the specific performance of any
covenant or agreement contained in this Agreement and the other Loan Documents or any instrument
pursuant to which the Obligations are evidenced, and, if such amount shall have become due, by
declaration or otherwise, proceed to enforce the payment thereof or any other legal or equitable right of
the Credit Parties;

provided, however, that upon the occurrence of any Event of Default with respect to any Loan Party or
any Subsidiary thereof under Section 8.01(f), the obligation of each Lender to make Loans and any
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obligation of the L/C Issuer to make L/C Credit Extensions shall automatically terminate, the unpaid
principal amount of all outstanding Loans and all interest and other amounts as aforesaid shall
automatically become due and payable, and the obligation of the Loan Parties to Cash Collateralize the
L/C Obligations as aforesaid shall automatically become effective, in each case without further act of the
Agent or any Lender.

No remedy herein is intended to be exclusive of any other remedy and each and every remedy
shall be cumulative and shall be in addition to every other remedy given hereunder or now or hereafter
existing at law or in equity or by statute or any other provision of Law.

Each of the Lenders agrees that it shall not, unless specifically requested to do so in writing by
Agent, take or cause to be taken any action, including, the commencement of any legal or equitable
proceedings to enforce any Loan Document against any Loan Party or to foreclose any Lien on, or
otherwise enforce any security interest in, or other rights to, any of the Collateral.

8.03  Application of Funds. After the exercise of remedies provided for in Section 8.02 (or
after the Loans have automatically become immediately due and payable and the L/C Obligations have
automatically been required to be Cash Collateralized as set forth in the proviso to Section 8.02), any
amounts received on account of the Obligations shall be applied by the Agent in the following order:

First, to payment of that portion of the Obligations (excluding the Other Liabilities) constituting
fees, indemnities, Credit Party Expenses and other amounts (including fees, charges and disbursements of
counsel to the Agent and amounts payable under Article IIT) payable to the Agent;

Second, to payment of that portion of the Obligations (excluding the Other Liabilities)
constituting indemnities, Credit Party Expenses, and other amounts (other than principal, interest and
fees) payable to the Lenders and the L/C Issuer (including fees, charges and disbursements of counsel to
the respective Lenders and the L/C Issuer and amounts payable under Article I11), ratably among them in
proportion to the amounts described in this clause Second payable to them;

Third, to the extent not previously reimbursed by the Lenders, to payment to the Agent of that
portion of the Obligations constituting principal and accrued and unpaid interest on any Permitted
Overadvances;

Fourth, to the extent that Swing Line Loans have not been refinanced by a Committed Loan,
payment to the Swing Line Lender of that portion of the Obligations constituting accrued and unpaid
interest on the Swing Line Loans,

Fifth, to payment of that portion of the Obligations constituting accrued and unpaid interest on
the Committed Loans and other Obligations, and fees (including Letter of Credit Fees but excluding any
Early Termination Fees), ratably among the Lenders and the L/C Issuer in proportion to the respective
amounts described in this clause Fifth payable to them;

Sixth, to the extent that Swing Line Loans have not been refinanced by a Committed Loan, to
payment to the Swing Line Lender of that portion of the Obligations constituting unpaid principal of the
Swing Line Loans;

Seventh, to payment of that portion of the Obligations constituting unpaid principal of the
Committed Loans, ratably among the Lenders in proportion to the respective amounts described in this
clause Seventh held by them;
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Eighth, to the Agent for the account of the L/C Issuer, to Cash Collateralize that portion of L/C
Obligations comprised of the aggregate undrawn amount of Letters of Credit;

Ninth, to payment of all other Obligations (including without limitation the cash collateralization
of unliquidated indemnification obligations, but excluding any Other Liabilities), ratably among the
Credit Parties in proportion to the respective amounts described in this clause Ninth held by them;

Tenth, to payment of that portion of the Obligations arising from Cash Management Services to
the extent secured under the Security Documents, ratably among the Credit Parties in proportion to the
respective amounts described in this clause Tenth held by them;

Eleventh, to payment of all other Obligations arising from Bank Products to the extent secured
under the Security Documents, ratably among the Credit Parties in proportion to the respective amounts
described in this clause Eleventh held by them; and

Last, the balance, if any, after all of the Obligations have been indefeasibly paid in full, to the
Loan Parties or as otherwise required by Law.,

Subject to Section 2.03(g), amounts used to Cash Collateralize the aggregate undrawn amount of Letters
of Credit pursuant to clause Eighth above shall be applied to satisfy drawings under such Letters of
Credit as they occur. If any amount remains on deposit as Cash Collateral after all Letters of Credit have
either been fully drawn or expired, such remaining amount shall be applied to the other Obligations, if
any, in the order set forth above.

ARTICLEIX
THE AGENT

9.01  Appointment and Authority. Each of the Lenders and the Swing Line Lender hereby
irrevocably appoints Wells Fargo to act on its behalf as the Agent hereunder and under the other Loan
Documents (other than the Swap Contracts) 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 or thereof (including,
without limitation, acquiring, holding and enforcing any and all Liens on Collateral granted by any of the
Loan Parties to secure any of the Obligations), together with such actions and powers as are reasonably
incidental thereto. The provisions of this Article are solely for the benefit of the Agent, the Lenders and
the L/C Issuer, and no Loan Party or any Subsidiary thereof shall have rights as a third party beneficiary
of any of such provisions (other than any rights Borrower may have pursuant to Section 9,06 hereof).

9.02  Rights as a Lender. The Person serving as the Agent hereunder shall have the same
rights and powers in its capacity as a Lender as any other Lender and may exercise the same as though
they were not the Agent and the term “Lender” or “Lenders” shall, unless otherwise expressly indicated
or unless the context otherwise requires, include the Person serving as the Agent hereunder in its
individual capacity. Such Person and its Affiliates may accept deposits from, lend money to, act as the
financial advisor or in any other advisory capacity for and generally engage in any kind of business with
the Loan Parties or any Subsidiary or other Affiliate thereof as if such Person were not the Agent
hereunder and without any duty to account therefor to the Lenders.

9.03  Exculpatory Provisions. The Agent shall not have any duties or obligations except
those expressly set forth herein and in the other Loan Documents. Without limiting the generality of the

foregoing, the Agent:

(a) shall not be subject to any fiduciary or other implied duties, regardless of whether a
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(b) shall not have any duty to take any discretionary action or exercise any discretionary
powers, except discretionary rights and powers expressly contemplated hereby or by the other Loan
Documents that the Agent is required to exercise as directed in writing by the Required Lenders (or such
other number or percentage of the Lenders as shall be expressly provided for herein or in the other Loan
Documents), provided, that, the Agent shall not be required to take any action that, in its opinion or the
opinion of its counsel, may expose the Agent to liability or that is contrary to any Loan Document or
applicable law; and

(c) shall not, except as expressly set forth herein and in the other Loan Documents, have
any duty to disclose, and shall not be liable for the failure to disclose, any information relating to the
Loan Parties or any of its Affiliates that is communicated to or obtained by the Person serving as the
Agent or any of its Affiliates in any capacity.

The Agent shall not be liable for any action taken or not taken by it (i) with the Consent or at the request
of the Required Lenders (or such other number or percentage of the Lenders as shall be necessary, or as

the Agent shall believe in good faith shall be necessary, under the circumstances as provided in Sections
10.01 and 8.02) or (ii) in the absence of its own gross negligence or willful misconduct as determined by
a final and non-appealable judgment of a court of competent jurisdiction.

The Agent shall not be deemed to have knowledge of any Default or Event of Default unless and until
notice describing such Default or Event of Default is given to the Agent by the Loan Parties, a Lender or
the L/C Issuer. Upon the occurrence of a Default or Event of Default, the Agent shall take such action
with respect to such Default or Event of Default as shall be reasonably directed by the Applicable
Lenders. Unless and until the Agent shall have received such direction, the Agent may (but shall not be
obligated to) take such action, or refrain from taking such action, with respect to any such Default or
Event of Default as it shall deem advisable in the best interest of the Credit Parties. In no event shall the
Agent be required to comply with any such directions to the extent that the Agent believes that its
compliance with such directions would be unlawful.

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 or any other Loan Document,
(ii) the contents of any certificate, report or other document delivered hereunder or thereunder or in
connection herewith or therewith, (iii) the performance or observance of any of the covenants,
agreements or other terms or conditions set forth herein or therein or the occurrence of any Default or
Event of Default, (iv) the validity, enforceability, effectiveness or genuineness of this Agreement, any
other Loan Document or any other agreement, instrument or document or the creation, perfection or
priority of any Lien purported to be created by the Security Documents, (v) the value or the sufficiency
of any Collateral, or (vi) the satisfaction of any condition set forth in Article IV or elsewhere herein,
other than to confirm receipt of items expressly required to be delivered to the Agent.

9.04  Reliance by 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 (including, but not limited to, any electronic message, Internet or intranet website posting
or other distribution) believed by it to be genuine and to have been signed, sent or otherwise
authenticated by the proper Person. The Agent also may rely upon any statement made to it orally or by
telephone and believed by it to have been made by the proper Person, and shall not incur any liability for
relying thereon. In determining compliance with any condition hereunder to the making of a Loan, or the
issuance of a Letter of Credit, that by its terms must be fulfilled to the satisfaction of a Lender or the L/C
[ssuer, the Agent may presume that such condition is satisfactory to such Lender or the L/C Issuer unless
the Agent shall have received written notice to the contrary from such Lender or the L/C Issuer prior to
the making of such Loan or the issuance of such Letter of Credit. The Agent may consult with legal
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counsel (who may be counsel for any Loan Party), 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.

9.05  Delegation of Duties. The Agent may perform any and all of its duties and exercise its
rights and powers hereunder or under any other Loan Document 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 of its
duties and exercise its rights and powers by or through their respective Related Parties. The exculpatory
provisions of this Article 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 the Agent.

9.06  Resignation of Agent.

(a) The Agent may at any time give written notice of its resignation to the Lenders and the
Lead Borrower, Upon receipt of any such notice of resignation, the Required Lenders shall have the
right, in consultation with the Lead Borrower, to appoint a successor, which shall be a bank with an
office in the United States, or an Affiliate of any such bank with an office in the United States. If no
such successor shall have been so appointed by the Required Lenders and shall have accepted such
appointment within thirty (30) days after the retiring Agent gives notice of its resignation, then the
retiring Agent may on behalf of the Lenders and the L/C Issuer, appoint a successor Agent meeting the
qualifications set forth above; provided that if the Agent shall notify the Lead Borrower and the Lenders
that no qualifying Person has accepted such appointment, then such resignation shall nonetheless become
effective in accordance with such notice and (1) the retiring Agent shall be discharged from its duties and
obligations hereunder and under the other Loan Documents (except that in the case of any Collateral held
by the Agent on behalf of the Lenders or the L/C Issuer under any of the Loan Documents, the retiring
Agent shall continue to hold such collateral security until such time as a successor Agent is appointed)
and (2) all payments, communications and determinations provided to be made by, to or through the
Agent shall instead be made by or to each Lender and the L/C Issuer directly, until such time as the
Required Lenders appoint a successor Agent as provided for above in this Section. Upon the acceptance
of a successor’s appointment as Agent hereunder, such successor shall succeed to and become vested
with all of the rights, powers, privileges and duties of the retiring (or retired) Agent, and the retiring
Agent shall be discharged from all of its duties and obligations hereunder or under the other Loan
Documents (if not already discharged therefrom as provided above in this Section). The fees payable by
the Borrowers to a successor Agent shall be the same as those payable to its predecessor unless otherwise
agreed between the Lead Borrower and such successor. After the retiring Agent’s resignation hereunder
and under the other Loan Documents, the provisions of this Article and Section 10.04 shall continue in
effect for the benefit of 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 the retiring Agent was acting as Agent
hereunder.

(b) Any resignation by Wells Fargo as Agent pursuant to this Section shall also constitute
its resignation as Swing Line Lender and the resignation of Wells Fargo as L/C Issuer. Upon the
acceptance of a successor’s appointment as Agent hereunder, (i) such successor shall succeed to and
become vested with all of the rights, powers, privileges and duties of the retiring L/C Issuer and Swing
Line Lender, (ii) the retiring L/C Issuer and Swing Line Lender shall be discharged from all of their
respective duties and obligations hereunder or under the other Loan Documents, and (iii) the successor
L/C Issuer shall issue letters of credit in substitution for the Letters of Credit, if any, outstanding at the
time of such succession or make other arrangements satisfactory to the retiring L/C Issuer to effectively
assume the obligations of the retiring L/C Issuer with respect to such Letters of Credit.
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9.07  Non-Reliance on Agent and Other Lenders. Each Lender and the L/C Issuer
acknowledges that it has, independently and without reliance upon the Agent or any other Lender or any
of their Related Parties 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 Lender and the L/C Issuer also
acknowledges that it will, independently and without reliance upon the Agent or any other Lender or any
of their Related Parties 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 other Loan Document or any related agreement or any document furnished hereunder or
thereunder. Except as provided in Section 9.12, the Agent shall not have any duty or responsibility to
provide any Credit Party with any other credit or other information concerning the affairs, financial
condition or business of any Loan Party that may come into the possession of the Agent.

9.08  No Other Duties, Etc. Anything herein to the contrary notwithstanding, none of the
Bookrunners, Arrangers, Syndication Agent or Documentation Agent listed on the cover page hereof
shall have any powers, duties or responsibilities under this Agreement or any of the other Loan
Documents, except in its capacity as the Agent, a Lender or the L/C Issuer hereunder.

9.09  Agent May File Proofs of Claim. In case of the pendency of any proceeding under any
Debtor Relief Law or any other judicial proceeding relative to any Loan Party, the Agent (irrespective of
whether the principal of any Loan or L/C Obligation shall then be due and payable as herein expressed or
by declaration or otherwise and irrespective of whether the Agent shall have made any demand on the
Loan Parties) shall be entitled and empowered, by intervention in such proceeding or otherwise

(a) to file and prove a claim for the whole amount of the principal and interest owing and
unpaid in respect of the Loans, L/C Obligations and all other Obligations that are owing and unpaid and
to file such other documents as may be necessary or advisable in order to have the claims of the Lenders,
the L/C Issuer, the Agent and the other Credit Parties (including any claim for the reasonable
compensation, expenses, disbursements and advances of the Lenders, the L/C Issuer, the Agent, such
Credit Parties and their respective agents and counsel and all other amounts due the Lenders, the L/C
Issuer, the Agent and such Credit Parties under Sections 2.03(i) and 2.03(j) as applicable, 2.09 and 10.04)
allowed in such judicial proceeding; and

(b) to collect and receive any monies or other property payable or deliverable on any such
claims and to distribute the same;

and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any such
judicial proceeding is hereby authorized by each Lender and the L/C Issuer to make such payments to the
Agent and, if the Agent shall consent to the making of such payments directly to the Lenders and the L/C
Issuer, to pay to the Agent any amount due for the reasonable compensation, expenses, disbursements
and advances of the Agent and its agents and counsel, and any other amounts due the Agent under
Sections 2.09 and 10.04.

Nothing contained herein shall be deemed to authorize the Agent to authorize or consent to or accept or
adopt on behalf of any Lender or the L/C Issuer any plan of reorganization, arrangement, adjustment or
composition affecting the Obligations or the rights of any Lender or the L/C Issuer or to authorize the
Agent to vote in respect of the claim of any Lender or the L/C Issuer in any such proceeding.

9.10  Collateral and Guaranty Matters. The Credit Parties irrevocably authorize the Agent,
at its option and in its discretion,
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(a) to release any Lien on any property granted to or held by the Agent under any Loan
Document (i) upon termination of the Aggregate Commitments and payment in full of all Obligations
(other than contingent indemmnification obligations for which no claim has been asserted) and the
expiration, termination or Cash Collateralization of all Letters of Credit, (ii) that is sold or to be sold as
part of or in connection with any sale permitted hereunder or under any other Loan Document, or (iii) if
approved, authorized or ratified in writing by the Applicable Lenders in accordance with Section 10.01;

(b) to subordinate any Lien on any property granted to or held by the Agent under any Loan
Document to the holder of any Lien on such property that is permitted by clause (h) of the definition of
Permitted Encumbrances;

(c) to release any Guarantor from its obligations under the Facility Guaranty if such Person
ceases to be a Subsidiary as a result of a transaction permitted hereunder,

Upon request by the Agent at any time, the Applicable Lenders will confirm in writing the Agent’s
authority to release or subordinate its interest in particular types or items of property, or to release any
Guarantor from its obligations under the Facility Guaranty pursuant to this Section 9.10. In each case as
specified in this Section 9.10, the Agent will, at the Loan Parties’ expense, execute and deliver to the
applicable Loan Party such documents as such Loan Party may reasonably request to evidence the release
of such item of Collateral from the assignment and security interest granted under the Security
Documents or to subordinate its interest in such item, or to release such Guarantor from its obligations
under the Facility Guaranty, in each case in accordance with the terms of the Loan Documents and this
Section 9.10.

9.11  Notice of Transfer. The Agent may deem and treat a Lender party to this Agreement as
the owner of such Lender’s portion of the Obligations for all purposes, unless and until, and except to the
extent, an Assignment and Acceptance shall have become effective as set forth in Section 10.06.

9.12  Reports and Financial Statements. By signing this Agreement, each Lender:

(a) agrees to furnish the Agent with a summary of all Other Liabilities due or to become
due to such Lender. In connection with any distributions to be made hereunder, the Agent shall be
entitled to assume that no amounts are due to any Lender on account of Other Liabilities unless the Agent
has received written notice thereof from such Lender;

(b) is deemed to have requested that the Agent furnish such Lender, promptly after they
become available, copies of all Borrowing Base Certificates and financial statements required to be
delivered by the Lead Borrower hereunder and all commercial finance examinations and appraisals of the
Collateral received by the Agent (collectively, the “Reports”™);

(c) expressly agrees and acknowledges that the Agent makes no representation or warranty
as to the accuracy of the Reports, and shall not be liable for any information contained in any Report;

(d) expressly agrees and acknowledges that the Reports are not comprehensive audits or
examinations, that the Agent or any other party performing any audit or examination will inspect only
specific information regarding the Loan Parties and will rely significantly upon the Loan Parties’ books
and records, as well as on representations of the Loan Parties” personnel;

(¢) agrees to keep all Reports confidential in accordance with the provisions of Section
10.07 hereof; and
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(f) without limiting the generality of any other indemnification provision contained in this
Agreement, agrees: (i) to hold the Agent and any such other Lender preparing a Report harmless from
any action the indemnifying Lender may take or conclusion the indemnifying Lender may reach or draw
from any Report in connection with any Credit Extensions that the indemnifying Lender has made or may
make to the Borrowers, or the indemnifying Lender’s participation in, or the indemnifying Lender’s
purchase of, a Loan or Loans; and (ii) to pay and protect, and indemnify, defend, and hold the Agent and
any such other Lender preparing a Report harmless from and against, the claims, actions, proceedings,
damages, costs, expenses, and other amounts (including attorney costs) incurred by the Agent and any
such other Lender preparing a Report as the direct or indirect result of any third parties who might obtain
all or part of any Report through the indemnifying Lender.

9.13  Agency for Perfection. Each Lender hereby appoints each other Lender as agent for the
purpose of perfecting Liens for the benefit of the Agent and the Lenders, in assets which, in accordance
with Article 9 of the UCC or any other applicable Law of the United States can be perfected only by
possession. Should any Lender (other than the Agent) obtain possession of any such Collateral, such
Lender shall notify the Agent thereof, and, promptly upon the Agent’s request therefor shall deliver such
Collateral to the Agent or otherwise deal with such Collateral in accordance with the Agent’s
instructions.

9.14  Indemnification of Agent. Without limiting the obligations of the Loan Parties
hereunder, the Lenders hereby agree to indemnify the Agent, the L/C Issuer and any Related Party, as the
case may be, ratably according to their Applicable 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 that may be imposed on, incurred by, or asserted against the Agent, the L/C
Issuer and their Related Parties in any way relating to or arising out of this Agreement or any other Loan
Document or any action taken or omitted to be taken by the Agent, the L/C Issuer and their Related
Parties in connection therewith; provided, that, no Lender shall be liable for any portion of such
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or
disbursements resulting from the Agent’s, the L/C Issuer’s and their Related Parties” gross negligence or
willful misconduct as determined by a final and nonappealable judgment of a court of competent
jurisdiction.

9.15  Relation among Lenders. The Lenders are not partners or co-venturers, and no Lender
shall be liable for the acts or omissions of, or (except as otherwise set forth herein in case of the Agent)
authorized to act for, any other Lender.

9.16  Defaulting Lenders.

(a) Notwithstanding the provisions of Section 2.14 hereof, the Agent shall not be obligated
to transfer to a Defaulting Lender any payments made by the Borrowers to the Agent for the Defaulting
Lender’s benefit or any proceeds of Collateral that would otherwise be remitted hereunder to the
Defaulting Lender, and, in the absence of such transfer to the Defaulting Lender, the Agent shall transfer
any such payments (1) first, to the Swing Line Lender to the extent of any Swing Line Loans that were
made by the Swing Line Lender and that were required to be, but were not, paid by the Defaulting
Lender, (ii) second, to the L/C Issuer, to the extent of the portion of a Letter of Credit Disbursement that
was required to be, but was not, paid by the Defaulting Lender, (iii) third, to each Non-Defaulting Lender
ratably in accordance with their Commitments (but, in each case, only to the extent that such Defaulting
Lender’s portion of a Loan (or other funding obligation) was funded by such other Non-Defaulting
Lender), (iv) to the Cash Collateral Account, the proceeds of which shall be retained by the Agent and
may be made available to be re-advanced to or for the benefit of the Borrowers (upon the request of the
Lead Borrower and subject to the conditions set forth in Section 4.02) as if such Defaulting Lender had
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made its portion of the Loans (or other funding abligations) hereunder, and (v) from and after the date on
which all other Obligations have been paid in full, to such Defaulting Lender. Subject to the foregoing,
the Agent may hold and, in its discretion, re-lend to the Borrowers for the account of such Defaulting
Lender the amount of all such payments received and retained by the Agent for the account of such
Defaulting Lender. Solely for the purposes of voting or consenting to matters with respect to the Loan
Documents (including the calculation of Applicable Percentages in connection therewith) and for the
purpose of calculating the fee payable under Section 2.09(a), such Defaulting Lender shall be deemed not
to be a “Lender” and such Lender’s Commitment shall be deemed to be zero; provided, that the foregoing
shall not apply to any of the matters governed by Section 10.01(a) through (c). The provisions of this
Section 9.16 shall remain effective with respect to such Defaulting Lender until the earlier of (y) the date
on which all of the Non-Defaulting Lenders, the Agent, the L/C Issuer, and the Borrowers shall have
waived, in writing, the application of this Section 9.16 to such Defaulting Lender, or (z) the date on
which such Defaulting Lender pays to the Agent all amounts owing by such Defaulting Lender in respect
of the amounts that it was obligated to fund hereunder, and, if requested by the Agent, provides adequate
assurance of its ability to perform its future obligations hereunder (on which earlier date, so long as no
Event of Default has occurred and is continuing, any remaining cash collateral held by the Agent
pursuant to Section 9.16(b) shall be released to the Borrowers). The operation of this Section 9.16 shall
not be construed to increase or otherwise affect the Commitment of any Lender, to relieve or excuse the
performance by such Defaulting Lender or any other Lender of its duties and obligations hereunder, or to
relieve or excuse the performance by any Borrower of its duties and obligations hereunder to the Agent,
the L/C Issuer, the Swing Line Lender, or to the Lenders other than such Defaulting Lender. Any failure
by a Defaulting Lender to fund amounts that it was obligated to fund hereunder shall constitute a material
breach by such Defaulting Lender of this Agreement and shall entitle the Borrowers, at their option, upon
written notice to the Agent, to arrange for a substitute Lender to assume the Commitment of such
Defaulting Lender, such substitute Lender to be reasonably acceptable to the Agent. In connection with
the arrangement of such a substitute Lender, the Defaulting Lender shall have no right to refuse to be
replaced hereunder, and agrees to execute and deliver a completed form of Assignment and Assumption
in favor of the substitute Lender (and agrees that it shall be deemed to have executed and delivered such
document if it fails to do so) subject only to being paid its share of the outstanding Obligations (other
than any Other Liabilities, but including (1) all interest, fees (except any Commitment Fees or Letter of
Credit Fees not due to such Defaulting Lender in accordance with the terms of this Agreement), and
other amounts that may be due and payable in respect thereof, and (2) an assumption of its Applicable
Percentage of its participation in the Letters of Credit); provided, that, any such assumption of the
Commitment of such Defaulting Lender shall not be deemed to constitute a waiver of any of the Credit
Parties’ or the Loan Parties’ rights or remedies against any such Defaulting Lender arising out of or in
relation to such failure to fund. In the event of a direct conflict between the priority provisions of this
Section 9.16 and any other provision contained in this Agreement or any other Loan Document, it is the
intention of the parties hereto that such provisions be read together and construed, to the fullest extent
possible, to be in concert with each other. In the event of any actual, irreconcilable conflict that cannot
be resolved as aforesaid, the terms and provisions of this Section 9.16 shall control and govern.

(b) Ifany Swing Line Loan or Letter of Credit is outstanding at the time that a Lender
becomes a Defaulting Lender then:

(1)  such Defaulting Lender’s participation interest in any Swing Line Loan or
Letter of Credit shall be reallocated among the Non-Defaulting Lenders in accordance with their
respective Applicable Percentages but only to the extent (x) the Outstanding Amount sum of all
Non-Defaulting Lenders’ Credit Extensions after giving effect to such reallocation does not exceed the
total of all Non-Defaulting Lenders’ Commitments and (y) the conditions set forth in Section 4.02 are
rdance with Section 10.01) at such time;
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(i) if the reallocation described in clause (b)(i) above cannot, or can only partially,
be effected, the Borrowers shall within one Business Day following notice by the Agent (x) first, prepay
such Defaulting Lender’s participation in any outstanding Swing Line Loans (after giving effect to any
partial reallocation pursuant to clause (b)(i) above) and (y) second, cash collateralize such Defaulting
Lender’s participation in Letters of Credit (after giving effect to any partial reallocation pursuant to
clause (b)(i) above), pursuant to a cash collateral agreement to be entered into in form and substance
reasonably satisfactory to the Agent, for so long as such L/C Obligations are outstanding; provided, that
the Borrowers shall not be obligated to cash collateralize any Defaulting Lender’s participations in
Letters of Credit if such Defaulting Lender is also the L/C Issuer;

(iii) if the Borrowers cash collateralize any portion of such Defaulting Lender’s
participation in the Outstanding Amount of any Letters of Credit Expesure pursuant to this Section
9.16(b), the Borrowers shall not be required to pay any Letter of Credit Fees to the Agent for the account
of such Defaulting Lender pursuant to Section 2.03 with respect to such cash collateralized portion of
such Defaulting Lender’s participation in Letters of Credit during the period such participation is cash
collateralized,;

(iv) to the extent the participation by any Non-Defaulting Lender in the Letters of
Credit is reallocated pursuant to this Section 9.16(b), then the Letter of Credit Fees payable to the
Non-Defaulting Lenders pursuant to Section 2.03 shall be adjusted in accordance with such reallocation;

(v) to the extent any Defaulting Lender’s participation in Letters of Credit is
neither cash collateralized nor reallocated pursuant to this Section 9.16(b), then, without prejudice to any
rights or remedies of the L/C Issuer or any Lender hereunder, all Letter of Credit Fees that would have
otherwise been payable to such Defaulting Lender under Section 2.03 with respect to such portion of
such participation shall instead be payable to the L/C Issuer until such portion of such Defaulting
Lender’s participation is cash collateralized or reallocated;

(vi) solong as any Lender is a Defaulting Lender, the Swing Line Lender shall not
be required to make any Swing Line Loan and the L/C Issuer shall not be required to issue, amend, or
increase any Letter of Credit, in each case, to the extent (x) the Defaulting Lender’s Applicable
Percentage of such Swing Line Loans or Letter of Credit cannot be reallocated pursuant to this Section
9.16(b) or (y) the Swing Line Lender or the L/C Issuer, as applicable, has not otherwise entered into
arrangements reasonably satisfactory to the Swing Line Lender or the L/C Issuer, as applicable, and the
Borrowers to eliminate the Swing Line Lender’s or L/C Issuer’s risk with respect to the Defaulting
Lender’s participation in Swing Line Loans or Letters of Credit; and

(vii) The Agent may release any cash collateral provided by the Borrowers pursuant
to this Section 9.16(b) to the L/C Issuer and the L/C Issuer may apply any such cash collateral to the
payment of such Defaulting Lender’s Applicable Percentage of any Letter of Credit Disbursement that is
not reimbursed by the Borrowers pursuant to Section 2,03,

ARTICLE X
MISCELLANEOUS

10.01 Amendments, Etc No amendment or waiver of any provision of this Agreement or any
other Loan Document - aets), and no Consent to any departure by any Loan Party
therefrom, shall be effective unless in wrltmg SIgned by the Agent, with the Consent of the Required
Lenders, and the Lead Borrower or the applicable Loan Party, as the case may be, and acknowledged by
the Agent, and each such waiver or Consent shall be effective only in the specific instance and for the
specific purpose for which given; provided, that, no such amendment, waiver or consent shall:
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(a) increase the Commitment of any Lender (or reinstate any Commitment terminated
pursuant to Section 8.02) without the written Consent of such Lender;

(b) as to any Lender, postpone any date fixed by this Agreement or any other Loan
Document for (i) any scheduled payment (including the Maturity Date) or mandatory prepayment of
principal, interest, fees or other amounts due hereunder or under any of the other Loan Documents
without the written Consent of such Lender entitled to such payment, or (ii) any scheduled or mandatory
reduction or termination of the Aggregate Commitments hereunder or under any other Loan Document
without the written Consent of such Lender;

(c) as to any Lender, reduce the principal of, or the rate of interest specified herein on, any
Loan held by such Lender, or (subject to clause (ivy) of the second proviso to this Section 10.01) any
fees or other amounts payable hereunder or under any other Loan Document to or for the account of such
Lender, without the written Consent of each Lender entitled to such amount; provided, that, only the
Consent of the Required Lenders shall be necessary to amend the definition of “Default Rate” or to waive
any obligation of the Borrowers to pay interest or Letter of Credit Fees at the Default Rate;

(d) as to any Lender, change Section 2.13 or Section 8.03 in a manner that would alter the
pro rata sharing of payments required thereby without the written Consent of such Lender;

(e) change any provision of this Section or the definition of “Required Lenders”, or any
other provision hereof specifying the number or percentage of Lenders required to amend, waive or
otherwise modify any rights hereunder or make any determination or grant any consent hereunder,
without the written Consent of each Lender;

(f) except as expressly permitted hereunder or under any other Loan Document, release, or
limit the liability of, any Loan Party without the written Consent of each Lender;

(g) except for Permitted Dispositions, release all or substantially all of the Collateral from
the Liens of the Security Documents without the written Consent of each Lender;

(h) as-previded-in-Seetion-2.15; increase the Aggregate Commitments without the
written Consent of each Lender;

(i) change the definition of the term “Borrowing Base” or any component definition thereof
if as a result thereof the amounts available to be borrowed by the Borrowers would be increased without
the written Consent of each Lender, provided, that, the foregoing shall not limit the Permitted Discretion
of the Agent to change, establish or eliminate any Reserves;

(j) modify the definition of Permitted Overadvance so as to increase the amount thereof or,
except as provided in such definition, the time period for which a Permitted Overadvance may remain
outstanding without the written Consent of each Lender; and

(k) except as expressly permitted herein or in any other Loan Document, subordinate the
Obligations hereunder or the Liens granted hereunder or under the other Loan Documents, to any other
Indebtedness or Lien, as the case may be without the written Consent of each Lender;

and, provided, that, (i) no amendment, waiver or Consent shall, unless in writing and signed by the L/C
Issuer in addition to the Lenders required above, aftect the rights or duties of the L/C Issuer under this
Agreement or any Issuer Document relating to any Letter of Credit issued or to be issued by it; (i1) no
amendment, waiver or Consent shall, unless in writing and signed by the Swing Line Lender in addition
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to the Lenders required above, affect the rights or duties of the Swing Line Lender under this Agreement;
(ii1) no amendment, waiver or Consent shall, unless in writing and signed by the Agent in addition to the
Lenders required above, affect the rights or duties of the Agent under this Agreement or any other Loan
Daocument; (iv) any amendment contemplated by Section 2.10(b) or Section 3.03 in connection with the
use or administration of Term SOFR or a Benchmark Transition Event, as applicable, shall be effective
as contemplated by such Section 2.10(b) or Section 3.03, as applicable, and (ivy) the Fee Letter may be
amended, or rights or privileges thereunder waived, in a writing executed only by the parties thereto.

Notwithstanding anything to the contrary in this Agreement or any other Loan Document, no provider or
holder of any Bank Products or Cash Management Services shall have any voting or approval rights
hereunder (or be deemed a Lender) solely by virtue of its status as the provider or holder of such
agreements or products or the Obligations owing thereunder, nor shall the consent of any such provider
or holder be required (other than in their capacities as Lenders, to the extent applicable) for any matter
hereunder or under any of the other Loan Documents, including as to any matter relating to the Collateral
or the release of Collateral or any Loan Party.

If any Lender does not Consent (a “Non-Consenting Lender”) to a proposed amendment, waiver, consent
or release with respect to any Loan Document that requires the Consent of each Lender and that has been
approved by the Required Lenders, the Lead Borrower may replace such Non-Consenting Lender in
accordance with Section 10.13; provided, that, such amendment, waiver, consent or release can be
effected as a result of the assignment contemplated by such Section (together with all other such
assignments required by the Lead Borrower to be made pursuant to this paragraph).

10.02  Notices; Effectiveness; Electronic Communications.

(a) Notices Generally. Except as provided in subsection (b) below, all notices and other
communications provided for herein shall be in writing and shall be delivered by hand or overnight
courier service, mailed by certified or registered mail or sent by telecopier as follows:

(i) ifto the Loan Parties, the Agent, the L/C Issuer or the Swing Line Lender, to
the address, telecopier number, electronic mail address specified for such Person on Schedule 10.02; and

(i1) ifto any other Lender, to the address, telecopier number, electronic mail
address specified in its Administrative Questionnaire.

Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be
deemed to have been given when received; notices sent by telecopier shall be deemed to have been given
when sent (except that, if not given during normal business hours for the recipient, shall be deemed to
have been given at the opening of business on the next Business Day for the recipient). Notices delivered
through electronic communications to the extent provided in subsection (b) below, shall be effective as
provided in such subsection (b).

(b) Electronic Communications. Notices and other communications to the Loan Parties, the
Lenders and the L/C Issuer hereunder may be delivered or furnished by electronic communication
(including e-mail and Internet or intranet websites) pursuant to procedures approved by the Agent,
provided, that, the foregoing shall not apply to notices to any Lender or the L/C Issuer pursuant to Article
11 if such Lender or the L/C Issuer, as applicable, has notified the Agent that it is incapable of receiving
notices under such Article by electronic communication. The Agent may, in its discretion, agree to
accept notices and other communications to it hereunder by electronic communications pursuant to
procedures approved by it, provided, that, approval of such procedures may be limited to particular
notices or communications.
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Unless the Agent otherwise prescribes, (1) notices and other communications sent to an e-mail address
shall be deemed received upon the sender’s receipt of an acknowledgement from the intended recipient
(such as by the “return receipt requested” function, as available, return e-mail or other written
acknowledgement), provided that if such notice or other communication is not sent during the normal
business hours of the recipient, such notice or communication shall be deemed to have been sent at the
opening of business on the next Business Day for the recipient, and (ii) notices or communications posted
to an Internet or intranet website shall be deemed received upon the deemed receipt by the intended
recipient at its e-mail address as described in the foregoing clause (i) of notification that such notice or
communication is available and identifying the website address therefor.

(c) The Platform. THE PLATFORM IS PROVIDED “AS IS” AND “AS AVAILABLE.”
THE AGENT PARTIES (AS DEFINED BELOW) DO NOT WARRANT THE ACCURACY OR
COMPLETENESS OF THE BORROWER MATERIALS OR THE ADEQUACY OF THE
PLATFORM, AND EXPRESSLY DISCLAIM LIABILITY FOR ERRORS IN OR OMISSIONS FROM
THE BORROWER MATERIALS. NO WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR
STATUTORY, INCLUDING ANY WARRANTY OF MERCHANTABILITY, FITNESS FOR A
PARTICULAR PURPOSE, NON-INFRINGEMENT OF THIRD PARTY RIGHTS OR FREEDOM
FROM VIRUSES OR OTHER CODE DEFECTS, IS MADE BY ANY AGENT PARTY IN
CONNECTION WITH THE BORROWER MATERIALS OR THE PLATFORM. In no event shall the
Agent or any of its Related Parties (collectively, the “Agent Parties”) have any liability to any Loan
Party, any Lender, the L/C Issuer or any other Person for losses, claims, damages, liabilities or expenses
of any kind (whether in tort, contract or otherwise) arising out of the Loan Parties’ or the Agent’s
transmission of Borrower Materials through the Internet, except to the extent that such losses, claims,
damages, liabilities or expenses are determined by a court of competent jurisdiction by a final and
nonappealable judgment to have resulted from the gross negligence or willful misconduct of such Agent
Party; provided, that, in no event shall any Agent Party have any liability to any Loan Party, any Lender,
the L/C Issuer or any other Person for indirect, special, incidental, consequential or punitive damages (as
opposed to direct or actual damages).

(d) Change of Address, Ete. Each of the Loan Parties, the Agent, the L/C Issuer and the
Swing Line Lender may change its address or telecopier for notices and other communications
hereunder, or, solely with respect to communications, may change its telephone number, by notice to the
other parties hereto. Each other Lender may change its address or telecopier number for notices and
other communications hereunder by notice to the Lead Borrower, the Agent, the L/C Issuer and the
Swing Line Lender. In addition, each Lender agrees to notify the Agent from time to time to ensure that
the Agent has on record (i) an effective address, contact name, telephone number, telecopier number and
electronic mail address to which notices and other communications may be sent and (ii) accurate wire
instructions for such Lender.

(¢) Reliance by Agent, L/C Issuer and Lenders. The Agent, the L/C Issuer and the Lenders
shall be entitled to rely and act upon any notices (including, without limitation, all Requests for Credit
Extensions) purportedly given by or on behalf of the Loan Parties even if (i) such notices were not made
in a manner specified herein, were incomplete or were not preceded or followed by any other form of
notice specified herein, or (i) the terms thereof, as understood by the recipient, varied from any
confirmation thereof. The Loan Parties shall indemnify the Agent, the L/C Issuer, each Lender and the
Related Parties of each of them from all losses, costs, expenses and liabilities resulting from the reliance
by such Person on each notice purportedly given by or on behalf of the Loan Parties (including, without
limitation, pursuant to any Requests for Credit Extensions). All telephonic communications with the
Agent may be recorded by the Agent, and each of the parties hereto hereby consents to such recording.
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10.03  No Waiver; Cumulative Remedies. No failure by any Credit Party to exercise, and no
delay by any such Person in exercising, any right, remedy, power or privilege hereunder shall operate as
a waiver thereof; nor shall any single or partial exercise of any right, remedy, power or privilege
hereunder or under any other Loan Document preclude any other or further exercise thereof or the
exercise of any other right, remedy, power or privilege. The rights, remedies, powers and privileges
provided herein and in the other Loan Documents are cumulative and not exclusive of any rights,
remedies, powers and privileges provided by law. Without limiting the generality of the foregoing, the
making of a Loan or issuance of a Letter of Credit shall not be construed as a waiver of any Default or
Event of Default, regardless of whether any Credit Party may have had notice or knowledge of such
Default or Event of Default at the time.

10.04 Expenses; Indemnity; Damage Waiver.

(a) Costs and Expenses. The Borrowers shall pay all Credit Party Expenses.

(b) Indemnification by the Loan Parties. The Loan Parties shall indemnify the Agent (and
any sub-agent thereof), each other Credit Party, and each Related Party of any of the foregoing Persons
(each such Person being called an “Indemnitee™) against, and hold each Indemnitee harmless (on an after
tax basis) from, any and all losses, claims, causes of action, damages, liabilities, settlement payments,
and reasonable, documented out-of-pocket costs, and related expenses (including the reasonable
documented out-of-pocket fees, charges and disbursements of any counsel for any Indemnitee), incurred
by any Indemnitee or asserted against any Indemnitee by any third party or by any Borrower or any other
Loan Party arising out of, in connection with, or as a result of (i) the execution or delivery of this
Agreement, any other Loan Document or any agreement or instrument contemplated hereby or thereby,
the performance by the parties hereto of their respective obligations hereunder or thereunder or the
consummation of the transactions contemplated hereby or thereby, or, in the case of the Agent (and any
sub-agents thereof) and their Related Parties only, the administration of this Agreement and the other
Loan Documents, (ii) any Loan or Letter of Credit or the use or proposed use of the proceeds therefrom
(including any refusal by the L/C Issuer to honor a demand for payment under a Letter of Credit if the
documents presented in connection with such demand do not strictly comply with the terms of such
Letter of Credit, any bank advising or confirming a Letter of Credit or any other nominated person with
respect to a Letter of Credit seeking to be reimbursed or indemnified or compensated, and any third party
seeking to enforce the rights of a Borrower, beneficiary, nominated person, transferee, assignee of Letter
of Credit proceeds, or holder of an instrument or document related to any Letter of Credit), (iii) any
actual or alleged presence or release of Hazardous Materials on or from any property owned or operated
by any Loan Party or any of its Subsidiaries, or any Environmental Liability related in any way to any
Loan Party or any of its Subsidiaries, (iv) any claims of, or amounts paid by any Credit Party to, a Cash
Management Bank or other Person which has entered into a control agreement with any Credit Party
hereunder, or (v) any actual or prospective claim, litigation, investigation or proceeding relating to any of
the foregoing, whether based on contract, tort or any other theory, whether brought by a third party or by
any Borrower or any other Loan Party or any of the Loan Parties’ directors, shareholders or creditors, and
regardless of whether any Indemnitee is a party thereto, in all cases, whether or not caused by or arising,
in whole or in part, out of the comparative, contributory or sole negligence of the Indemnitee; provided
that such indemnity shall not, as to any Indemnitee, be available to the extent that such losses, claims,
damages, liabilities or related expenses (A) are determined by a court of competent jurisdiction by final
and nonappealable judgment to have resulted from the gross negligence, bad faith or willful misconduct
of such Indemnitee or (B) result from a claim brought by a Borrower or any other Loan Party against an
Indemnitee for material breach of such Indemnitee’s obligations hereunder or under any other Loan
Document, if the Borrowers or such Loan Party has obtained a final and nonappealable judgment in its

favor on such claim as determined by a court of competent jurisdiction or (C) result from a dispute that
does not involve an act or omission of anv [oan Partv or its Affiliates and that is solelv hv an Indemnitee
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against another Indemnitee and does not involve any Indemnitee in its capacity as, or in fulfilling its role
as, an agent or arranger under this Agreement.

(c) Reimbursement by Lenders. Without limiting their obligations under Section 9.14
hereof, to the extent that the Loan Parties for any reason fail to indefeasibly pay any amount required
under subsection (a) or (b) of this Section to be paid by it, each Lender severally agrees to pay to the
Agent (or any such sub-agent), the L/C Issuer or such Related Party, as the case may be, such Lender’s
Applicable Percentage (determined as of the time that the applicable unreimbursed expense or indemnity
payment is sought) of such unpaid amount, provided that the unreimbursed expense or indemnified loss,
claim, damage, liability or related expense, as the case may be, was incurred by or asserted against the
Agent (or any such sub-agent) or the L/C Issuer in its capacity as such, or against any Related Party of
any of the foregoing acting for the Agent (or any such sub-agent) or L/C Issuer in connection with such
capacity. The obligations of the Lenders under this subsection (c) are subject to the provisions of Section

2.12(d).

(d) Waiver of Consequential Damages, Etc. To the fullest extent permitted by applicable
Law, the Loan Parties shall not assert, and hereby waive, any claim against any Indemnitee, on any
theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual
damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document
or any agreement or instrument contemplated hereby, the transactions contemplated hereby or thereby,
any Loan or Letter of Credit or the use of the proceeds thereof. No Indemnitee shall be liable for any
damages arising from the use by unintended recipients of any information or other materials distributed
to such unintended recipients by such Indemnitee through telecommunications, electronic or other
information transmission systems in connection with this Agreement or the other Loan Documents or the
transactions contemplated hereby or thereby other than for direct or actual damages resulting from the
gross negligence or willful misconduct of such Indemnitee as determined by a final and nonappealable
judgment of a court of competent jurisdiction.

(¢) Payments. All amounts due under this Section shall be payable on demand therefor,

(f) Survival. The agreements in this Section shall survive the resignation of the Agent and
the L/C Issuer, the assignment of any Commitment or Loan by any Lender, the replacement of any
Lender, the termination of the Aggregate Commitments and the repayment, satisfaction or discharge of
all the other Obligations.

10.05 Payments Set Aside. To the extent that any payment by or on behalf of the Loan Parties
is made to any Credit Party, or any Credit Party exercises its right of setoff, and such payment or the
proceeds of such setoff or any part thereof is subsequently invalidated, declared to be fraudulent or
preferential, set aside or required (including pursuant to any settlement entered into by such Credit Party
in its discretion) to be repaid to a trustee, receiver or any other party, in connection with any proceeding
under any Debtor Relief Law or otherwise, then (a) to the extent of such recovery, the obligation or part
thereof originally intended to be satisfied shall be revived and continued in full force and effect as if such
payment had not been made or such setoff had not occurred, and (b) each Lender and the L/C Issuer
severally agrees to pay to the Agent upon demand its Applicable Percentage (without duplication) of any
amount so recovered from or repaid by the Agent, plus interest thereon from the date of such demand to
the date such payment is made at a rate per annum equal to the Federal Funds Rate from time to time in
effect. The obligations of the Lenders and the L/C Issuer under clause (b) of the preceding sentence shall
survive the payment in full of the Obligations and the termination of this Agreement.

10.06 Successors and Assigns.
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(a) Successors and Assigns Generally. 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 no Loan Party may assign or otherwise transfer any of its rights or obligations
hereunder or under any other Loan Document without the prior written Consent of the Agent and each
Lender and no Lender may assign or otherwise transfer any of its rights or obligations hereunder except
(1) to an Eligible Assignee in accordance with the provisions of Section 10.06(b), (i) by way of
participation in accordance with the provisions of subsection Section 10.06(d), or (iii) by way of pledge
or assignment of a security interest subject to the restrictions of Section 10.06(f) (and any other
attempted assignment or transfer by any party hereto shall be null and void). 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 subsection (d)
of this Section and, to the extent expressly contemplated hereby, the Related Parties of each of the Credit
Parties) any legal or equitable right, remedy or claim under or by reason of this Agreement.

(b) Assignments by Lenders. Any Lender may at any time assign to one or more Eligible
Assignees all or a portion of its rights and obligations under this Agreement (including all or a portion of
its Commitment(s) and the Loans (including for purposes of this Section 10.06(b), participations in L/C
Obligations and in Swing Line Loans) at the time owing to it); provided that any such assignment shall
be subject to the following conditions:

(i) Minimum Amounts.

(A) in the case of an assignment of the entire remaining amount of the
assigning Lender’s Commitment and the Loans at the time owing to it or in the case of an assignment to a
Lender or an Affiliate of a Lender or an Approved Fund with respect to a Lender, no minimum amount
need be assigned; and

(B) in any case not described in subsection (b)(i)(A) of this Section, the
aggregate amount of the Commitment (which for this purpose includes Loans outstanding thereunder) or,
if the Commitment is not then in effect, the principal outstanding balance of the Loans of the assigning
Lender subject to each such assignment, determined as of the date the Assignment and Assumption with
respect to such assignment is delivered to the Agent or, if “Trade Date” is specified in the Assignment
and Assumption, as of the Trade Date, shall not be less than $5,000,000 unless each of the Agent and, so
long as no Default or Event of Default has occurred and is continuing, the Lead Borrower otherwise
consents (each such consent not to be unreasonably withheld or delayed and shall be deemed given if the
Lead Borrower has not responded to a request for such consent within sevesten (710) Business Days);
provided, however, that concurrent assignments to members of an Assignee Group and concurrent
assignments from members of an Assignee Group to a single Eligible Assignee (or to an Eligible
Assignee and members of its Assignee Group) will be treated as a single assignment for purposes of
determining whether such minimum amount has been met;

(i1) Proportionate Amounts. Each partial assignment shall be made as an
assignment of a proportionate part of all the assigning Lender’s rights and obligations under this
Agreement with respect to the Loans or the Commitment assigned, except that this clause (i) shall not
apply to the Swing Line Lender’s rights and obligations in respect of Swing Line Loans;

(iii) Required Consents. No consent shall be required for any assignment except to
the extent required by subsection (b)(i)(B) of this Section and, in addition:

(A) the consent of the Lead Borrower (such consent not to be unreasonably
withheld or delaved) shall be reauired unless (1) a-Pefault-oran Event of Default has occurred and is
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continuing at the time of such assignment or (2) such assignment is to a Lender, an Affiliate of a Lender
or an Approved Fund; and

(B) the consent of the Agent (such consent not to be unreasonably withheld or
delayed) shall be required for assignments in respect of any Commitment if such assignment is to a
Person that is not a Lender, an Affiliate of such Lender or an Approved Fund with respect to such
Lender; and

(C) the consent of the L/C Issuer (such consent not to be unreasonably
withheld or delayed) shall be required for any assignment that increases the obligation of the assignee to
participate in exposure under one or more Letters of Credit (whether or not then outstanding); and

(D) the consent of the Swing Line Lender (such consent not to be unreasonably
withheld or delayed) shall be required for any assignment in respect of the assignment of any
Commitment.

(iv) Assignment and Assumption. 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, provided, however, that the Agent may, in its sole discretion, elect to waive such processing and
recordation fee in the case of any assignment. The assignee, if it shall not be a Lender, shall deliver to the
Agent an Administrative Questionnaire.

Subject to acceptance and recording thereof by the Agent pursuant to subsection (c) of this Section, from
and after the effective date specified in each Assignment and Assumption, the Eligible Assignee
thereunder shall be a party to this Agreement and, to the extent of the interest assigned by such
Assignment and Assumption, have the rights and obligations of a Lender under this Agreement, and the
assigning Lender 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 Lender’s rights and obligations under this Agreement, such
Lender shall cease to be a party hereto) but shall continue to be entitled to the benefits of Sections 3.01,
3.04, 3.05, and 10.04 with respect to facts and circumstances occurring prior to the effective date of such
assignment. Upon request, the Borrowers (at their expense) shall execute and deliver a Note to the
assignee Lender. Any assignment or transfer by a Lender of rights or obligations under this Agreement
that does not comply with this subsection shall be treated for purposes of this Agreement as a sale by
such Lender of a participation in such rights and obligations in accordance with Section 10.06(d).

(c) Register. The Agent, acting solely for this purpose as an agent of the Borrowers, shall
maintain at the Agent’s Office a copy of each Assignment and Assumption delivered to it and a register
for the recordation of the names and addresses of the Lenders, and the Commitments of, and principal
amounts (and stated interest) of the Loans and L/C Obligations owing to, each Lender pursuant to the
terms hereof from time to time (the “Register”). The entries in the Register shall be conclusive, absent
manifest error, and the Loan Parties, the Agent and the Lenders may treat each Person whose name is
recorded in the Register pursuant to the terms hereof as a Lender hereunder for all purposes of this
Agreement, notwithstanding notice to the contrary. The Register shall be available for inspection by the
Lead Borrower and any Lender at any reasonable time and from time to time upon reasonable prior
notice.

(d) Participations. Any Lender may at any time, without the consent of, or notice to, the
Loan Parties or the Agent, sell participations to any Person (other than a natural person or the Loan
Parties or any of the Loan Parties” Affiliates or Subsidiaries) (each, a “Participant™) in all or a portion of
such Lender’s rights and/or obligations under this Agreement (including all or a portion of its
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Commitment and/or the Loans (including such Lender’s participations in L/C Obligations and/or Swing
Line Loans) owing to it); provided, that, (i) such Lender’s obligations under this Agreement shall remain
unchanged, (ii) such Lender shall remain solely responsible to the other parties hereto for the
performance of such obligations and (iii) the Loan Parties, the Agent, the Lenders and the L/C Issuer
shall continue to deal solely and directly with such Lender in connection with such Lender’s rights and
obligations under this Agreement. Any Participant shall agree in writing to comply with all
confidentiality obligations set forth in Section 10.07 as if such Participant was a Lender hereunder.

Any agreement or instrument pursuant to which a Lender sells such a participation shall provide that
such Lender 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 Lender will not, without the consent of the Participant, agree to any amendment,
waiver or other modification described in the first proviso to Section 10.01 that affects such Participant.
Subject to subsection (e) of this Section, the Loan Parties agree that each Participant shall be entitled to
the benefits of Sections 3.01, 3.04 and 3.035 to the same extent as if it were a Lender and had acquired its
interest by assignment pursuant to Section 10.06(b). To the extent permitted by law, each Participant
also shall be entitled to the benefits of Section 10.08 as though it were a Lender, provided such
Participant agrees to be subject to Section 2.13 as though it were a Lender. Each Lender that sells a
participation shall, acting solely for this purpose as a non-fiduciary agent of the Borrowers, maintain a
register on which it enters the name and address of each Participant and the principal amounts (and stated
interest) of each Participant’s interest in the Loans or other obligations under the Loan Documents (the
“Participant Register”); provided that no Lender shall have any obligation to disclose all or any portion
of the Participant Register (including the identity of any Participant or any information relating to a
Participant's interest in any commitments, loans, letters of credit or its other obligations under any Loan
Document) to any Person except to the extent that such disclosure is necessary to establish that such
commitment, loan, letter of credit or other obligation is in registered form under Section 5f.103-1(¢) of
the United States Treasury Regulations. The entries in the Participant Register shall be conclusive absent
manifest error, and such Lender shall treat each Person whose name is recorded in the Participant
Register as the owner of such participation for all purposes of this Agreement notwithstanding any notice
to the contrary. For the avoidance of doubt, the Agent (in its capacity as Agent) shall have no
responsibility for maintaining a Participant Register.

(e) Limitations upon Participant Rights. A Participant shall not be entitled to receive any
greater payment under Section 3.01 or 3.04 than the applicable Lender 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 Lead Borrower’s prior written consent. A Participant that would be a
Foreign Lender if it were a Lender shall not be entitled to the benefits of Section 3.01 unless the Lead
Borrower is notified of the participation sold to such Participant and such Participant agrees, for the
benefit of the Loan Parties, to comply with Section 3.01(¢) as though it were a Lender,

(f) Certain Pledges. Any Lender may at any time pledge or assign a security interest in all
or any portion of its rights under this Agreement (including under its Note, if any) to secure obligations
of such Lender, including any pledge or assignment to secure obligations to a Federal Reserve Bank;
provided that no such pledge or assignment shall release such Lender from any of its obligations
hereunder or substitute any such pledgee or assignee for such Lender as a party hereto.

(g) Electronic Execution of Assignments. The words “execution,” “signed,” “signature,”
and words of like import in any Assignment and Assumption shall be deemed to include electronic
signatures or the keeping of records in electronic form, each of which shall be of the same legal effect,
validity or enforceability as a manually executed signature or the use of a paper-based recordkeeping
system, as the case may be, to the extent and as provided for in any applicable law, including the Federal
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Electronic Signatures in Global and National Commerce Act, the New York State Electronic Signatures
and Records Act, or any other similar state laws based on the Uniform Electronic Transactions Act.

(h) Resignation as L/C Issuer or Swing Line Lender after Assignment. Notwithstanding
anything to the contrary contained herein, if at any time Wells Fargo assigns all of its Commitment and
Loans pursuant to subsection (b) above, Wells Fargo may, (i) upon thirty (30) days' notice to the Lead
Borrower and the Lenders, resign as L/C Issuer and/or (ii) upon thirty (30) days' notice to the Lead
Borrower, Wells Fargo may resign as Swing Line Lender. In the event of any such resignation as L/C
Issuer or Swing Line Lender, the Lead Borrower shall be entitled to appoint from among the Lenders a
successor L/C Issuer or Swing Line Lender hereunder; provided, that, no failure by the Lead Borrower to
appoint any such successor shall affect the resignation of Wells Fargo as L/C Issuer or Swing Line
Lender, as the case may be. If Wells Fargo resigns as L/C Issuer, it shall retain all the rights, powers,
privileges and duties of the L/C Issuer hereunder with respect to all Letters of Credit outstanding as of
the effective date of its resignation as L/C Issuer and all L/C Obligations with respect thereto (including
the right to require the Lenders to make Base Rate Loans pursuant to Section 2.03(c)). If Wells Fargo
resigns as Swing Line Lender, it shall retain all the rights of the Swing Line Lender provided for
hereunder with respect to Swing Line Loans made by it and outstanding as of the effective date of such
resignation, including the right to require the Lenders to make Base Rate Loans or fund risk
participations in outstanding Swing Line Loans pursuant to Section 2.04(c). Upon the appointment of a
successor L/C Issuer and/or Swing Line Lender, (A) such successor shall succeed to and become vested
with all of the rights, powers, privileges and duties of the retiring L/C Issuer or Swing Line Lender, as
the case may be, and (B) the successor L/C Issuer shall issue letters of credit in substitution for the
Letters of Credit, if any, outstanding at the time of such succession or make other arrangements
reasonably satisfactory to Wells Fargo to effectively assume the obligations of Wells Fargo with respect
to such Letters of Credit.

10.07  Treatment of Certain Information; Confidentiality. Each of the Credit Parties agrees
to maintain the confidentiality of the Information (as defined below), except that Information may be
disclosed (a) to its Affiliates and to its and its Affiliates’ respective partners, directors, officers,
employees, agents, funding sources, attorneys, advisors and representatives (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 purporting to have jurisdiction over it (including any self-regulatory authority, such as the
National Association of Insurance Commissioners), (c) to the extent required by applicable Laws or
regulations or by any subpoena or similar legal process, (d) to any other party hereto, () in connection
with the exercise of any remedies hereunder or under any other Loan Document or any action or
proceeding relating to this Agreement or any other Loan Document or the enforcement of rights
hereunder or thereunder, (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 any Loan Party and its obligations, (g) with the
consent of the Lead Borrower or (h) to the extent such Information (x) becomes publicly available other
than as a result of a breach of this Section or (y) becomes available to any Credit Party or any of their
respective Affiliates on a non-confidential basis from a source other than the Loan Parties.

For purposes of this Section, “Information” means all information received from the Loan Parties or any
Subsidiary thereof relating to the Loan Parties or any Subsidiary thereof or their respective businesses,
other than any such information that is available to any Credit Party on a non-confidential basis prior to
disclosure by the Loan Parties or any Subsidiary thereof, provided that, in the case of information
received from any Loan Party or any Subsidiary after the Closing Date, such information is clearly
identified at the time of delivery as confidential. Any Person required to maintain the confidentiality of
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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.

Each of the Credit Parties acknowledges that (a) the Information may include material non-public
information concerning the Loan Parties or a Subsidiary, as the case may be, (b) it has developed
compliance procedures regarding the use of material non-public information and (c) it will handle such
material non-public information in accordance with applicable Law, including Federal and state
securities Laws.

10.08 Right of Setoff. If an Event of Default shall have occurred and be continuing or if any
Lender shall have been served with a trustee process or similar attachment relating to property of a Loan
Party, each Lender, the L/C Issuer and each of their respective Affiliates is hereby authorized at any time
and from time to time, after obtaining the prior written consent of the Agent or the Required Lenders, to
the fullest extent permitted by applicable law, to set off and apply any and all deposits (general or
special, time or demand, provisional or final, in whatever currency) at any time held and other
obligations (in whatever currency) at any time owing by such Lender, the L/C Issuer or any such Affiliate
to or for the credit or the account of the Borrowers or any other Loan Party against any and all of the
Obligations now or hereafter existing under this Agreement or any other Loan Document to such Lender
or the L/C Issuer, regardless of the adequacy of the Collateral, and irrespective of whether or not such
Lender or the L/C Issuer shall have made any demand under this Agreement or any other Loan Document
and although such obligations of the Borrowers or such Loan Party may be contingent or unmatured or
are owed to a branch or office of such Lender or the L/C Issuer different from the branch or office
holding such deposit or obligated on such indebtedness. The rights of each Lender, the L/C Issuer and
their respective Affiliates under this Section are in addition to other rights and remedies (including other
rights of setoff) that such Lender, the L/C Issuer or their respective Affiliates may have. Each Lender
and the L/C Issuer agrees to notify the Lead Borrower and the Agent promptly after any such setoff and
application, provided that the failure to give such notice shall not affect the validity of such setoff and
application.

10.09 Interest Rate Limitation. Notwithstanding anything to the contrary contained in any
Loan Document, the interest paid or agreed to be paid under the Loan Documents shall not exceed the
maximum rate of non-usurious interest permitted by applicable Law (the “Maximum Rate”). If the Agent
or any Lender shall receive interest in an amount that exceeds the Maximum Rate, the excess interest
shall be applied to the principal of the Loans or, if it exceeds such unpaid principal, refunded to the
Borrowers. In determining whether the interest contracted for, charged, or received by the Agent or a
Lender exceeds the Maximum Rate, such Person may, to the extent permitted by applicable Law, (a)
characterize any payment that is not principal as an expense, fee, or premium rather than interest, (b)
exclude voluntary prepayments and the effects thereof, and (c) amortize, prorate, allocate, and spread in
equal or unequal parts the total amount of interest throughout the contemplated term of the Obligations
hereunder.

10.10  Counterparts; Integration; Effectiveness. This Agreement may be executed in
counterparts (and by different parties hereto in different counterparts), each of which shall constitute an
original, but all of which when taken together shall constitute a single contract. This Agreement and the
other Loan Documents constitute the entire contract among the parties relating to the subject matter
hereof and supersede any and all previous agreements and understandings, oral or written, relating to the
subject matter hereof. Except as provided in Section 4.01, this Agreement shall become effective when it
shall have been executed by the Agent and when the Agent shall have received counterparts hereof that,
when taken together, bear the signatures of each of the other parties hereto. PeliveryExecution of as
exeewtedany such counterpart may be executed by means of (a) an electronic signature page-of-this
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Agateeﬂwm—bv—te%ee&pv—pdrﬂhat complies with the federal Electronic Signatures in Global and National
Lmnmcrcc Act, as in effect from time to time, state enactments 01 the Umtorm E]cctl omc Tranbactlons

of signature auwma (J_:ggngn;malmam;al slgnamrg, or (c) a faxed gg! ;Eannggij__qr

photocomed manual ﬂ;ignamre Each electronic signature or faxed, scanned, or photocomed manual
signature shall for all purposes have the same validity, Icgal cffcct, and admtsmbﬂttv in evidence as an
original manual signature. The Agent reserves the right, in its sole discretion, to accept, deny, or
condition acceptance of any electronic signature on this Agreement or on any notice delivered to the
Agent under this Agreement. Any party delivering an executed counterpart of this Agreement by faxed,
scanned or photocopied manual signature shall also deliver an original manually executed counterpart ef
this-Asreement, but the failure to deliver an ongmal manually executed counterpart shall not affect the
validity, enforceability and binding effect of this Agreement. The foregoing shall apply to each other
Loan Document, and any notice delivered hereunder or thereunder, mutatis mutandis.

10.11  Survival. All representations and warranties made hereunder and in any other Loan
Document or other document delivered pursuant hereto or thereto or in connection herewith or therewith
shall survive the execution and delivery hereof and thereof. Such representations and warranties have
been or will be relied upon by the Credit Parties, regardless of any investigation made by any Credit
Party or on their behalf and notwithstanding that any Credit Party may have had notice or knowledge of
any Default or Event of Default at the time of any Credit Extension, and shall continue in full force and
effect as long as any Loan or any other Obligation hereunder shall remain unpaid or unsatisfied or any
Letter of Credit shall remain outstanding. Further, the provisions of Sections 3.01, 3.04, 3.05 and 10.04
and Article IX shall survive and remain in full force and effect regardless of the repayment of the
Obligations, the expiration or termination of the Letters of Credit and the Commitments or the
termination of this Agreement or any provision hereof. In connection with the termination of this
Agreement and the release and termination of the security interests in the Collateral, the Agent may
require such indemnities and collateral security as it shall reasonably deem necessary or appropriate to
protect the Credit Parties against (a) loss on account of credits previously applied to the Obligations that
may subsequently be reversed or revoked, (b) any obligations that may thereafter arise with respect to the
Other Liabilities and (c) any Obligations that may thereafter arise under Section 10.04 other than
contingent indemnification obligations for which a claim or demand for payment has not been made and
other than contingent indemnification obligations in respect of matters or circumstances that are not
known to Agent, any Lender or any Loan Party that might result in any loss, cost, damage or expense
(including attorneys’ fees and legal expenses) for which Agent or any Lender is entitled to
indemnification hereunder or under any other Loan Document.

10.12  Severability. If any provision of this Agreement or the other Loan Documents is held to
be illegal, invalid or unenforceable, (a) the legality, validity and enforceability of the remaining
provisions of this Agreement and the other Loan Documents shall not be affected or impaired thereby
and (b) the parties shall endeavor in good faith negotiations to replace the illegal, invalid or
unenforceable provisions with valid provisions the economic effect of which comes as close as possible
to that of the illegal, invalid or unenforceable provisions. The invalidity of a provision in a particular
jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.

10.13  Replacement of Lenders. If any Lender requests compensation under Section 3.04, or
if the Borrowers are required to pay any additional amount to any Lender or any Governmental Authority
for the account of any Lender pursuant to Section 3.01, or if any Lender is a Defaulting Lender or a
Non-Consenting Lender, then the Borrowers may, at their sole expense and effort, upon notice to such
Lender and the Agent, require such Lender to assign and delegate, without recourse (in accordance with
and subject to the restrictions contained in, and consents required by, Section 10.06), all of its interests,
rights and obligations under this Agreement and the related Loan Documents to an assignee that shall
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assume such obligations (which assignee may be another Lender, if a Lender accepts such assignment),
provided that:

(a) Unless waived by the Agent,the Borrowers shall have paid to the Agent the assignment

fee specified in Section 10.06(b);

(b) such Lender shall have received payment of an amount equal to the outstanding
principal of its Loans, accrued interest thereon, accrued fees and all other amounts payable to it
hereunder and under the other Loan Documents (including any amounts under Section 3.05) from the
assignee (to the extent of such outstanding principal and accrued interest and fees) or the Borrowers (in
the case of all other amounts);

(c) in the case of any such assignment resulting from a claim for compensation under
Section 3.04 or payments required to be made pursuant to Section 3.01, such assignment will result in a
reduction in such compensation or payments thereafter; and

(d) such assignment does not conflict with applicable Laws.

A Lender shall not be required to make any such assignment or delegation if, prior thereto, as a result of
a waiver by such Lender or otherwise, the circumstances entitling the Borrowers to require such
assignment and delegation cease to apply.

10.14  Governing Law; Jurisdiction; Etc.

(a) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK WITHOUT
GIVING EFFECT TO THE CONFLICTS OF LAWS PRINCIPLES THEREOF, BUT INCLUDING
SECTION 5-1401 OF THE NEW YORK GENERAL OBLIGATIONS LAW.

(b) SUBMISSION TO JURISDICTION. EACH LOAN PARTY IRREVOCABLY AND
UNCONDITIONALLY SUBMITS, FOR ITSELF AND ITS PROPERTY, TO THE NONEXCLUSIVE
JURISDICTION OF THE COURTS OF THE STATE OF NEW YORK SITTING IN NEW YORK
COUNTY AND OF THE UNITED STATES DISTRICT COURT OF THE UNITED STATES
DISTRICT COURT OF THE SOUTHERN DISTRICT OF NEW YORK, AND ANY APPELLATE
COURT FROM ANY THEREOF, IN ANY ACTION OR PROCEEDING ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT, OR FOR
RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND EACH OF THE LOAN PARTIES
HERETO IRREVOCABLY AND UNCONDITIONALLY AGREES THAT ALL CLAIMS IN
RESPECT OF ANY SUCH ACTION OR PROCEEDING MAY BE HEARD AND DETERMINED IN
SUCH NEW YORK STATE COURT OR, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, IN SUCH FEDERAL COURT. EACH OF THE LOAN PARTIES HERETO
AGREES THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ON THE
JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY LAW. NOTHING IN THIS
AGREEMENT OR IN ANY OTHER LOAN DOCUMENT SHALL AFFECT ANY RIGHT THAT
ANY CREDIT PARTY MAY OTHERWISE HAVE TO BRING ANY ACTION OR PROCEEDING
RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT AGAINST ANY LOAN
PARTY OR ITS PROPERTIES IN THE COURTS OF ANY JURISDICTION.

(c) WAIVER OF VENUE. EACH LOAN PARTY IRREVOCABLY AND
UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE
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LAW, ANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF
VENUE OF ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR ANY OTHER LOAN DOCUMENT IN ANY COURT REFERRED TO IN
PARAGRAPH (B) OF THIS SECTION. EACH OF THE LOAN PARTIES HERETO HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW,
THE DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION
OR PROCEEDING IN ANY SUCH COURT.

(d) SERVICE OF PROCESS. EACH PARTY HERETO [IRREVOCABLY CONSENTS
TO SERVICE OF PROCESS IN THE MANNER PROVIDED FOR NOTICES IN SECTION 10.02.
NOTHING IN THIS AGREEMENT WILL AFFECT THE RIGHT OF ANY PARTY HERETO TO
SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY APPLICABLE LAW.

(e) ACTIONS COMMENCED BY LOAN PARTIES. EACH LOAN PARTY AGREES
THAT ANY ACTION COMMENCED BY ANY LOAN PARTY ASSERTING ANY CLAIM OR
COUNTERCLAIM ARISING UNDER OR IN CONNECTION WITH THIS AGREEMENT OR ANY
OTHER LOAN DOCUMENT SHALL BE BROUGHT SOLELY IN A COURT OF THE STATE OF
NEW YORK SITTING IN NEW YORK COUNTY OR THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF NEW YORK, AS THE AGENT MAY ELECT IN ITS SOLE
DISCRETION, AND CONSENTS TO THE EXCLUSIVE JURISDICTION OF SUCH COURTS WITH
RESPECT TO ANY SUCH ACTION.

10.15  Waiver of Jury Trial. EACH PARTY HERETO HEREBY IRREVOCABLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT
MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY
ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WHETHER BASED ON
CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT
NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PERSON HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON WOULD NOT, IN
THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B)
ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO
ENTER INTO THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS BY, AMONG OTHER
THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.

10.16 No Advisory or Fiduciary Responsibility. In connection with all aspects of each
transaction contemplated hereby, the Loan Parties each acknowledge and agree that: (i) the credit facility
provided for hereunder and any related arranging or other services in connection therewith (including in
connection with any amendment, waiver or other modification hereof or of any other Loan Document)
are an arm’s-length commercial transaction between the Loan Parties, on the one hand, and the Credit
Parties, on the other hand, and each of the Loan Parties is capable of evaluating and understanding and
understands and accepts the terms, risks and conditions of the transactions contemplated hereby and by
the other Loan Documents (including any amendment, waiver or other modification hereof or thereof);
(ii) in connection with the process leading to such transaction, the each Credit Party is and has been
acting solely as a principal and is not the financial advisor, agent or fiduciary, for the Loan Parties or any
of their respective Affiliates, stockholders, creditors or employees or any other Person; (iii) none of the
Credit Parties has assumed or will assume an advisory, agency or fiduciary responsibility in favor of the
Loan Parties with respect to any of the transactions contemplated hereby or the process leading thereto,
including with respect to any amendment, waiver or other modification hereof or of any other Loan
Document (irrespective of whether any of the Credit Parties has advised or is currently advising any Loan
Party or any of its Affiliates on other matters) and none of the Credit Parties has any obligation to any
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Loan Party or any of its Affiliates with respect to the transactions contemplated hereby except those
obligations expressly set forth herein and in the other Loan Documents; (iv) the Credit Parties and their
respective Affiliates may be engaged in a broad range of transactions that involve interests that differ
from those of the Loan Parties and their respective Affiliates, and none of the Credit Parties has any
obligation to disclose any of such interests by virtue of any advisory, agency or fiduciary relationship;
and (v) the Credit Parties have not provided and will not provide any legal, accounting, regulatory or tax
advice with respect to any of the transactions contemplated hereby (including any amendment, waiver or
other modification hereof or of any other Loan Document) and each of the Loan Parties has consulted its
own legal, accounting, regulatory and tax advisors to the extent it has deemed appropriate. Each of the
Loan Parties hereby waives and releases, to the fullest extent permitted by law, any claims that it may
have against each of the Credit Parties with respect to any breach or alleged breach of agency or
fiduciary duty.

10.17  ESAPATRIOTPatriot Act Notice. Each Lender that is subject to the Patriot Act (as
hereinafter defined) and the Agent (for itself and not on behalf of any Lender) hereby notifies the Loan
Parties that pursuant to the requirements of the USA Patriot Act (Title I1I of Pub. L. 107-56 (signed into
law October 26, 2001)) (the “Patriot Act™), it is required to obtain, verify and record information that
identifies each Loan Party, which information includes the name and address of each Loan Party and
other information that will allow such Lender or the Agent, as applicable, to identify each Loan Party in
accordance with the Patriot Act. Fach Loan Party is in compliance, in all material respects, with the
Patriot Act. No part of the proceeds of the Loans or Letters of Credit will be used by the Loan Parties,
directly or indirectly, for any payments to any governmental official or employee, political party, official
of a political party, candidate for political office, or anyone else acting in an official capacity, in order to
obtain, retain or direct business or obtain any improper advantage, in violation of the United States
Foreign Corrupt Practices Act of 1977, as amended.

10.18 Foreign AssetAssets Control Regulations. Neither of the advance of the Loans nor the
use of the proceeds of any thereof will violate the Trading With the Enemy Act (50 U.S.C. § 1 et seq., as
amended) (the “Trading With the Enemy Act”) or any of the foreign assets control regulations of the
United States Treasury Department (31 CFR, Subtitle B, Chapter V, as amended) (the “Foreign Assets
Control Regulations™) or any enabling legislation or executive order relating thereto (which for the
avoidance of doubt shall include, but shall not be limited to (a) Executive Order 13224 of September 21,
2001 Blocking Property and Prohibiting Transactions With Persons Who Commit, Threaten to Commit,
or Support Terrorism (66 Fed. Reg. 49079 (2001)) (the “Executive Order™) and (b) the Uniting and
Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism
Act of 2001 (Public Law 107-56)). Furthermore, none of the Borrowers or their Affiliates (a) is or will
become a “blocked person” as described in the Executive Order, the Trading With the Enemy Act or the
Foreign Assets Control Regulations or (b) engages or will engage in any dealings or transactions, or be
otherwise associated, with any such “blocked person” or in any manner violative of any such order.

10,19 Time of the Essence, Time is of the essence of the Loan Documents.
10.20  [Reserved].

10.21  Press Releases. Each Loan Party consents to the publication by the Agent, any Lender
or their respective representatives of advertising material, including any “tombstone,” press release or
comparable advertising, on its website or in other marketing materials of Agent, relating to the financing
transactions contemplated by this Agreement using any Loan Party’s name, product photographs, logo,
trademark or other insignia. The Agent or such Lender shall provide a draft reasonably in advance of any
advertising material, “tomb stone” or press release to the Lead Borrower for review and comment prior to
the publication thereof. The Agent reserves the right to provide to industry trade organizations and loan
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syndication and pricing reporting services information necessary and customary for inclusion in league
table measurements.

10.22  Additional Waivers.

(a) The Obligations are the joint and several obligation of each Loan Party. To the fullest
extent permitted by Applicable Law, the obligations of each Loan Party shall not be affected by (i) the
failure of any Credit Party to assert any claim or demand or to enforce or exercise any right or remedy
against any other Loan Party under the provisions of this Agreement, any other Loan Document or
otherwise, (ii) any rescission, waiver, amendment or modification of, or any release from any of the
terms or provisions of, this Agreement or any other Loan Document, or (iii) the failure to perfect any
security interest in, or the release of, any of the Collateral or other security held by or on behalf of the
Agent or any other Credit Party.

(b) The obligations of each Loan Party shall not be subject to any reduction, limitation,
impairment or termination for any reason (other than the indefeasible payment in full in cash of the
Obligations after the termination of the Commitments), including any claim of waiver, release, surrender,
alteration or compromise of any of the Obligations, and shall not be subject to any defense or setoff,
counterclaim, recoupment or termination whatsoever by reason of the invalidity, illegality or
unenforceability of any of the Obligations or otherwise. Without limiting the generality of the foregoing,
the obligations of each Loan Party hereunder shall not be discharged or impaired or otherwise affected by
the failure of the Agent or any other Credit Party to assert any claim or demand or to enforce any remedy
under this Agreement, any other Loan Document or any other agreement, by any waiver or modification
of any provision of any thereof, any default, failure or delay, willful or otherwise, in the performance of
any of the Obligations, or by any other act or omission that may or might in any manner or to any extent
vary the risk of any Loan Party or that would otherwise operate as a discharge of any Loan Party as a
matter of law or equity (other than the indefeasible payment in full in cash of all the Obligations after the
termination of the Commitments).

(c) To the fullest extent permitted by applicable Law, each Loan Party waives any defense
based on or arising out of any defense of any other Loan Party or the unenforceability of the Obligations
or any part thereof from any cause, or the cessation from any cause of the liability of any other Loan
Party, other than the indefeasible payment in full in cash of all the Obligations and the termination of the
Commitments. The Agent and the other Credit Parties may, at their election, foreclose on any security
held by one or more of them by one or more judicial or non-judicial sales, accept an assignment of any
such security in lieu of foreclosure, compromise or adjust any part of the Obligations, make any other
accommodation with any other Loan Party, or exercise any other right or remedy available to them
against any other Loan Party, without affecting or impairing in any way the liability of any Loan Party
hereunder except to the extent that all the Obligations have been indefeasibly paid in full in cash and the
Commitments have been terminated. Each Loan Party waives any defense arising out of any such
election even though such election operates, pursuant to applicable Law, to impair or to extinguish any
right of reimbursement or subrogation or other right or remedy of such Loan Party against any other Loan
Party, as the case may be, or any security.

(d) Each Borrower is obligated to repay the Obligations as joint and several obligors under
this Agreement. Upon payment by any Loan Party of any Obligations, all rights of such Loan Party
against any other Loan Party arising as a result thereof by way of right of subrogation, contribution,
reimbursement, indemnity or otherwise shall in all respects be subordinate and junior in right of payment
to the prior indefeasible payment in full in cash of all the Obligations and the termination of the
Commitments. [n addition, any indebtedness of any Loan Party now or hereafter held by any other Loan
Party is hereby subordinated in right of payment to the prior indefeasible payment in full of the
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Obligations and no Loan Party will demand, sue for or otherwise attempt to collect any such
indebtedness. If any amount shall erroneously be paid to any Loan Party on account of (i) such
subrogation, contribution, reimbursement, indemnity or similar right or (ii) any such indebtedness of any
Loan Party, such amount shall be held in trust for the benefit of the Credit Parties and shall forthwith be
paid to the Agent to be credited against the payment of the Obligations, whether matured or unmatured,
in accordance with the terms of this Agreement and the other Loan Documents. Subject to the foregoing,
to the extent that any Borrower shall, under this Agreement as a joint and several obligor, repay any of
the Obligations constituting Loans made to another Borrower hereunder or other Obligations incurred
directly and primarily by any other Borrower (an “Accommodation Payment™), then the Borrower
making such Accommodation Payment shall be entitled to contribution and indemnification from, and be
reimbursed by, each of the other Borrowers in an amount, for each of such other Borrowers, equal to a
fraction of such Accommodation Payment, the numerator of which fraction is such other Borrower’s
Allocable Amount and the denominator of which is the sum of the Allocable Amounts of all of the
Borrowers. As of any date of determination, the “Allocable Amount” of each Borrower shall be equal to
the maximum amount of liability for Accommodation Payments which could be asserted against such
Borrower hereunder without (a) rendering such Borrower “insolvent” within the meaning of Section 101
(31) of the Bankruptey Code of the United States, Section 2 of the Uniform Fraudulent Transfer Act
(“UFTA™), Section 2 of the Uniform Fraudulent Conveyance Act (“UFCA”™) or the applicable section of
the Uniform Voidable Transactions Act (the “UVTA™), (b) leaving such Borrower with unreasonably
small capital or assets, within the meaning of Section 548 of the Bankruptcy Code of the United States,
Section 4 of the UFTA, Section 5 of the UFCA, or the applicable section of the UVTA, or (c) leaving
such Borrower unable to pay its debts as they become due within the meaning of Section 548 of the
Bankruptcy Code or Section 4 of the UFTA, Section 5 of the UFCA or the applicable section of the
UVTA.

10.23  No Strict Construction. The parties hereto have participated jointly in the negotiation
and drafting of this Agreement. In the event an ambiguity or question of intent or interpretation arises,
this Agreement shall be construed as if drafted jointly by the parties hereto and no presumption or burden
of proof shall arise favoring or disfavoring any party by virtue of the authorship of any provisions of this
Agreement.

10.24  Attachments. The exhibits, schedules and annexes attached to this Agreement are
incorporated herein and shall be considered a part of this Agreement for the purposes stated herein,
except that in the event of any conflict between any of the provisions of such exhibits and the provisions
of this Agreement, the provisions of this Agreement shall prevail.

10.25 Keepwell. Each Qualified ECP Guarantor hereby jointly and severally absolutely,
unconditionally and irrevocably undertakes to provide such funds or other support as may be needed
from time to time by each other Loan Party to honor all of its obligations under the Facility Guaranty in
respect of Swap Obligations (provided, however, that each Qualified ECP Guarantor shall only be liable
under this Section 10.25 for the maximum amount of such liability that can be hereby incurred without
rendering its obligations under this Section 10.25, or otherwise under the Facility Guaranty, voidable
under applicable Law relating to fraudulent conveyance or fraudulent transfer, and not for any greater
amount). The obligations of each Qualified ECP Guarantor under this Section shall remain in full force
and effect until payment in full of the Obligations (other than contingent indemnification obligations for
which a claim has not been asserted. Each Qualified ECP Guarantor intends that this Section 10.25
constitute, and this Section 10.25 shall be deemed to constitute, a “keepwell, support, or other
agreement” for the benefit of each other Loan Party for all purposes of Section 1a(18)(A)(v)(II) of the
Commodity Exchange Act.

10.26  Acknowledgment and Consent to Bail-In of Affected Financial Institutions.
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Notwithstanding anvthmo to the contrarv m any Loan Document or in any other agreement

unsecured, may be subject to the Write-Down and Conversion Powers of the applicable Resolution
Authority and agrees and consents to, and acknowledges and agrees to be bound by:

(a) the application of any Write-Down and Conversion Powers by the applicable

Resolution Authority to any such liabilities arising hereunder which may be pavable to it by any
party hereto that is an Affected Financial Institution; and

(b)  the effects of any Bail-in Action on any such liability, including, if applicable:

(i) a reduction in full or in part or cancellation of anv such liability;

(i)  a conversion of all, or a portion of, such liability into shares or other

instruments of ownership in such Affected Financial Institution, its parem undertaki'ng, or
a bridge inslitution that mav be ieeued to ii or otherwise conferred on it, and that such

rcspcct to any such lablllty under lhls Agreement or any other Loan Deeumcnt or

(i) the variation of the terms of such liability in connection with the gxercise

of the W_[i te-Down and Conversion Powers of the applicable Resolution Authority.

10.27 ~ Acknowledgment Regarding Any Supported QFCs.

To the extent that the Loan Documents provide support, through a guarantee or otherwise, for
Swap Contracts or any other agreement or instrument that is a QFC (such support. “OFC Credit

Support”, and each such QFC. a “Supported QFC”). the parties acknowledge and agree as follows with

respect to the resolution power of the Federal Deposit Insurance Corporation under the Federal Deposit

Insurance Act and Title 11 of the Dodd-Frank Wall Street Reform and Consumer Protection Act (together

with the resulations promulgated thereunder, the “U. ecial Resolution Regimes”) in respect of such
Supported QFC and QFC Credit Support (with the provisions below applicable notwithstanding that the
Loan Doeuments and any Supported OFC may in fact be stated to be gpverned by the laws of the State of

a U 5. Speclal Respluuon Reglme the Iramfer of such Sunnnrted OFC and the beneﬁto such OFC

Credit Support (and any interest and obligation in or under such Supported QFC and such QFC Credit
Support, and any rights in property securing such Supported QFC or such QFC Credit Support) from
such Covered Party will be effective to the same extent as the transfer would be effective under the U.S.
Special Resolution Regime if the Supported QFC and such QFC Credit Support (and any such interest,
obligation and rights in property) were governed by the laws of the United States or a state of the United
States. In the event a Covered Party or a BHC Act Affiliate of a Covered Party becomes subjectto a

proceed mg under alU.S. Speelal Resolution Regime, Default R}ghts under the Loan Dc—euments thal

such Covered Party are permitted to be exercised to no greater extent than such Default Rights could be
exercised under the U.S. Special Resolution Regime if the Supported QFC and the Loan Documents were

poverned by the laws of the United States or a state of the United States. Without limitation of the
foregoing, it is understood and agreed that rights and remedies of the parties with respect to a Defaulting
Lender shall in no event affect the rights of any Covered Party with respect to a Supported QFC or any
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10.28 Erroneous Pavments.

(a) Each Lender, each L/C Issuer, each other Provider and any other party hereto hereby
severally agrees that if (i) the Agent notifies (which such notice shall be conclusive absent manifest

error) such Lender or L/C Issuer or any Provider (or the Lender which is an Affiliate of a Lender, L/C
Issuer or Provider) or any other Person that has received funds from the Agent or any of its Affiliates

either for its own account or on behalf of a Lender, L/C Issuer or Provider (each such recipient, a
“Payment Recipient™) that the Agent has determined in its sole discretion that any funds received by such
Payment Recipient were erroneously transmitted to, or otherwise erroneously or mistakenly received by,

such Payment Recipient (whether or not known to such Payment Recipient) or (i) any Payment

Recipient receives any payment from the Agent (or any of its Affiliates) (x) that is in a different amount

than. or on a different date fmm that specified in a notice of payment, prepavment or repayment sent by

the Acent (or any of its Affiliates) with respect to such payment, prepayment or repayment, as applicable
(v) that was not preceded or accompanied by a notice of payment, prepayment or repayment sent by the

Agent (or any of its Affiliates) with respect to such payment, prepayment or repayment, as applicable, or

7) that such Payment Recipient otherwise becomes aware was transmitted or received in error or b

mistake (in whole or in part) then, in each case, an error in payment shall be presumed to have been made
(any such amounts specified in clauses (i) or (ii) of this Section 10.28(a), whether received as a payment
prepayment or repayment of principal. interest, fees, distribution or otherwise: individually and
collectively, an “Erroneous Payment”), then, in each case, such Payment Recipient is deemed to have
knowledge of such error at the time of its receipt of such Erroneous Payment; provided that nothing in
this Section shall require the Agent to provide any of the notices specified in clauses (i) or (ii) above.
Each Payment Recipient agrees that it shall not assert any right or claim to any Erroneous Payment, and
hereby waives any claim, counterclaim, defense or right of set-oft or recoupment with respect to any

demand, claim or counterclaim by the Agent for the return of any Erroncous Payments, including without
limitation waiver of any defense based on “discharge for value” or any similar doctrine,

(b) Without limiting the immediately preceding clause (a), each Payment Recipient agrees
that, in the case of clause (a)(ii) above, it shall promptly notify the Agent in writing of such occurrence.

(c) In the case of either clause (a)(i) or (a)(ii) above, such Erroneous Payment shall at all
times remain the property of the Agent and shall be segregated by the Payment Recipient and held in

trust for thc benefit of the Agcm, and upon dcmancl from the Agent such demcnt Recipient shall (or,

in all events no later than one Business Day thereafter, retum to the Agent the amount of any such
Erroneous Payment (or portion thereof) as to which such a demand was made in same day funds and in
the currency so received, together with interest thereon in respect of each day from and including the date_

such Erroneous Payment (or portion thereof) was received by such Pavment Recipient to the date such

amount is reazd to the A ent at 1hc reater ot the Federal Funds Rate and a rate determmcd by the Agent

(d) In the event that an Erroneous Payment (or portion thereof) is not recovered by the
Agent for any reason, after demand therefor by the Agent in accordance with immediately preceding
clause (c) ¢), from any Lender that is a Pavment Recmwnt or an Affiliate of a Pavmem Recipient (such
n red am ch Lender, an “E nt Return Defici then at the sol
discretion of the Agent and n the Agent’s written notice to such Lender (i) such Lender shall b
deemed to have made a cashless assignment of the full face amount of the portion of its Loans (but not its
Commltmcnts] Wlth rcspcct to which such Erroncous Paymcnt was maclc !thc “E rroncous Pagmcn

h lh“A nt in an amount that i | to the Err PmmRtm
Deﬂmency [or such lesser amo amount as the Agent mav specify) (such assignment of the Loans (but not
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Commitments) of the Erroneous Payment Impacted Loans, the “Erroneous Payment Deficiency
Assignment”) plus any accrued and unpaid interest on such assigned amount, without further consent or
approval of any party hereto and without any payment by the Agent Assignee as the assignee of such
Erroneous Payment Deficiency Assignment. Without limitation of its rights hereunder, following the
effectiveness of the Erroneous Payment Deficiency Assignment, the Agent may make a cashless
reassignment to the applicable assigning Lender of any Erroneous Payment Deficiency Assignment at

any time by written notice to the applicable assigning Lender and upon such reassignment all of the

Loans assigned pursuant to such Erroneous Payment Deficiency Assignment shall be reassigned to such
Lender without any requirement for payment or other consideration. The parties hereto acknowledge and

agree that (1) any assignment contemplated in this clause ( d] shall be made without any requirement for
any payment or other consideration paid by the applicable assignee or received by the assignor, (2) the

provisions of this clause (d) shall govern in the event of any conflict with the terms and conditions of

Section 10.06 and (3) the Agent may reflect such assignments in the Register without further consent or

action by any other Person.

portion thereof) for any reason, the Agent (1) shall be subrogated to all the rights of such Payment

Recipient and (2) is authorized to set off, net and apply any and all amounts at any time owing to such
Payment Recipient under any Loan Document, or otherwise payable or distributable by the Agent to such
Payment Recipient from any source, against any amount due to the Agent under this Section 10.28 or
under the indemnification provisions of this Agreement, (v) the receipt of an Erroneous Payment by a
Payment Recipient shall not for the purpose of this Agreement be treated as a payment, prepayment
repavment, discharge or other satisfaction of any Obligations owed by the Borrowers or any other Loan
Party, except, in each case, to the extent such Erroneous Payment is, and solely with respect to the
amount of such Erroneous Payment that is, comprised of funds received by the Agent from the Borrowers
or any other Loan Party for the purpose of making for a payment on the Obligations and (z) to the extent
that an Erroneous Payment was in any way or at any time credited as payment or satisfaction of any of
the Obligations, the Obligations or any part thereof that were so credited, and all rights of the Payment
Recipient, as the case may be, shall be reinstated and continue in full force and effect as if such payment
or satisfaction had never been received.

(f) Each party’s obligations under this Section 10.28 shall survive the resignation or
replacement of the Agent or any transfer of right or obligations by, or the replacement of, a Lender, the
termination of the Commitments or the repayment, satisfaction or discharge of all Obligations (or any
portion thereof) under any Loan Document.

(2) The provisions of this Section 10.28 to the contrary notwithstanding. (i) nothing in this
Section 10.28 will constitute a waiver or release of any claim of any party hereunder arising from any
Payment Recipient’s receipt of an Erroneous Payment and (ii) there will only be deemed to be a recovery

of the Erroneous Payment to the extent that the Agent has received payment from the Payment Recipient

in immediately available funds the Erroneous Payment Return, whether directly from the Payment
Recipient, as a result of the exercise by the Agent of its rights of subrogation or set off as set forth above

in clause (e) or as a result of the receipt by Agent Assignee of a payment of the outstanding principal
balance of the Loans assigned to Agent Assignee pursuant to an Erroneous Pavment Deficiency
Assignment, but excluding any other amounts in respect thereof (it being agreed that any payments of

interest, fees, expenses or other amounts (other than principal) received by Agent Assignee in respect of
the Loans assigned to Agent Assignee pursuant to an Erroneous Payment Deficiency Assignment shall be

the sole property of the Agent Assign
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]




138




Exhibit 10.2

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by
their respective authorized officers as of the date first above written.

[BORROWERS]

By:

Name:

Title:
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WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Agent and as Lender

By:
Name:
Its Authorized Signatory




Signature Page to Credit Agreement
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WELLS FARGO BANK, NATIONAL
ASSOCIATION as L/C Issuer, as a Lender and
Swing Line Lender

By:
Name:
Its Authorized Signatory




Signature Page to Credit Agreement
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SECOND AMENDMENT TO EMPLOYMENT AGREEMENT

This Second Amendment to Employment Agreement (this “Second Amendment™) is entered into
by and between The Lovesac Company, a Delaware corporation (the “Company”), and Shawn Nelson (the
“Executive”), effective as of March 24, 2022 (the “Effective Date”).

RECITALS

WHEREAS, Executive and the Company previously entered into that certain Employment
Agreement on October 26, 2017, as amended effective October 2, 2019 (the “Employment Agreement”);

and

WHEREAS, Executive and the Company wish to amend the Employment Agreement to
memorialize certain agreements between them regarding Executive’s employment relationship.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing, of the mutual promises contained herein
and of other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereby agree as follows:

1. Salary. Section 3.1 of the Employment Agreement is hereby amended and restated as follows:

3]

Salary, As compensation for all services to be rendered pursuant to this Agreement, the
Company shall pay the Executive during the Term a salary of $445,100 per annum (the
“Base Salary”), payable not less frequently than monthly, less such deductions as shall be
required to be withheld by applicable rules and regulations. The Base Salary shall not
preclude raises, equity compensation, annual bonus and other compensation or
incentives, as set forth herein or, should the Board, in its sole and absolute discretion, so
determine to provide such additional compensation or incentives to the Executive. The
Executive’s total compensation, including Base Salary, Annual Bonus and equity
compensation opportunities shall be subject to annual review by the Board (or a
compensation committee thereof) and adjustments considered based upon individual
performance, market alignment or other factors. The Executive acknowledges and
understands that the Board is under no obligation to increase any component of the
Executive’s total compensation pursuant to this review.

2. Annual Bonus. Section 3.2 of the Employment Agreement is hereby amended and restated as

follows:

3.2

Annual Bonus.

(a) The Company shall pay the Executive during the Term an annual bonus with a
target value of 60% of the Executive’'s Base Salary up to 120% of the
Executive’s Base Salary (except as otherwise provided below in this paragraph)
(“Annual Bonus™), subject to the Company’s achievements relative to certain
performance targets established by the Board (or a compensation committee
thereof) for the performance period, and individual performance, as applicable.
The terms and conditions of Annual Bonuses shall be governed by the
Company’s Annual Incentive Compensation Plan.

3 Incentive Compensation. The following Section 3.3 is hereby added to the Employment
Agreement as follows:
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33 Equity Compensation.

(a) Annual Equity Award. The Executive shall be eligible to receive an annual
award of restricted stock units (“RSUs”) valued at $765,000, the terms of which
shall be governed by the Company’s 2017 Equity Incentive Plan, as amended
(*2017 Plan™), including any equity grant documents thereunder. Half of such
RSUs shall be subject to time-based vesting and half of such RSUs shall be
subject to performance vesting.

(b)  Long Term Performance Award. The Executive shall be eligible to receive an
annual award of RSUs valued up to $1,649,000 pursuant to the Company’s Long
Term Performance Award (“LTPA™) Program, RSU’s granted under the LTPA
Program are eligible to vest based on the Company’s achievements relative to
accelerated performance targets set by the Board (or a compensation committee
thereof) for a specific performance period.

Governing Law. Section 6.4 of the Employment Agreement is hereby amended and restated as
follows:

6.4  Governing Law. This Agreement shall be governed by and construed and enforced in
accordance with and subject to, the laws of the State of Connecticut applicable to
agreements made and to be performed entirely within such state.

Entire Agreement. The Employment Agreement, as amended by this Second Amendment, the
Company’s 2017 Plan, including any equity grant documents under such plan, the Company’s
Annual Incentive Compensation Plan, and the Company’s Long Term Performance Award
Program, constitute the entire agreement between the parties with respect to the subject matter
hereof and thereof, and supersede all prior and contemporaneous understandings, agreements,
representations and warranties, both written and oral, to the extent they relate in any way to the
subject matter hereof or thereof. In the event of an inconsistency between the terms of this
Second Amendment and the Employment Agreement, the terms of this Second Amendment will
control. Except as modified hereby, all terms and conditions of the Employment Agreement will
remain in full force and effect and likewise apply to this Second Amendment.

Governing Law. This Second Amendment shall be governed by and construed and enforced in
accordance with and subject to, the laws of the State of Connecticut applicable to agreements
made and to be performed entirely within such state.

Counterparts; Facsimile Signatures. This Second Amendment may be executed in separate
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument. Signatures to this Second Amendment may be transmitted by e-
mail in pdf or similar format or facsimile and such transmissions shall be deemed an original.
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IN WITNESS WHEREOF, the parties hereto have executed this Second Amendment as of the date first
set forth above.

THE LOVESAC COMPANY

By: /s/ Mary Fox
Name: Mary Fox
Title:  President and COO

SHAWN NELSON

By: /s/ Shawn Nelson
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SECOND AMENDMENT TO EMPLOYMENT AGREEMENT

This Second Amendment to Employment Agreement (this “Second Amendment”) is entered into
by and between The Lovesac Company, a Delaware corporation (the “Company”), and Donna Dellomo (the
“Executive™), effective as of March 24, 2022 (the “Effective Date”).

RECITALS

WHEREAS, Executive and the Company previously entered into that certain Employment
Agreement on October 26, 2017, as amended effective October 2, 2019 (the “Employment Agreement”);

and

WHEREAS, Executive and the Company wish to amend the Employment Agreement to
memorialize certain agreements between them regarding Executive’s employment relationship.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing, of the mutual promises contained herein
and of other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereby agree as follows:

1. Salary. Section 3.1 of the Employment Agreement is hereby amended and restated as follows:

3.1

Salary. As compensation for all services to be rendered pursuant to this Agreement, the
Company shall pay the Executive during the Term a salary of $416,700 per annum (the
“Base Salary”), payable not less frequently than monthly, less such deductions as shall be
required to be withheld by applicable rules and regulations. The Base Salary shall not
preclude raises, equity compensation, annual bonus and other compensation or
incentives, as set forth herein or, should the Board, in its sole and absolute discretion, so
determine to provide such additional compensation or incentives to the Executive. The
Executive’s total compensation, including Base Salary, Annual Bonus and equity
compensation opportunities shall be subject to annual review by the Board (or a
compensation committee thereof) and adjustments considered based upon individual
performance, market alignment or other factors. The Executive acknowledges and
understands that the Board is under no obligation to increase any component of the
Executive’s total compensation pursuant to this review.

2. Annual Bonus, Section 3.2 of the Employment Agreement is hereby amended and restated as

follows:

2.2

Annual Bonus,

(a)  The Company shall pay the Executive during the Term an annual bonus with a
target value of 50% of the Executive's Base Salary up to 100% of the
Executive’s Base Salary (except as otherwise provided below in this paragraph)
(*Annual Bonus™), subject to the Company’s achievements relative to certain
performance targets established by the Board (or a compensation committee
thereof) for the performance period, and individual performance, as applicable.
The terms and conditions of Annual Bonuses shall be governed by the
Company’s Annual Incentive Compensation Plan.

3. Incentive_Compensation. The following Section 3.3 is hereby added to the Employment
Agreement as follows:
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33 Equity Compensation.

(a) Annual Equity Award. The Executive shall be eligible to receive an annual
award of restricted stock units (“RSUs”) valued at $291,000, the terms of which
shall be governed by the Company’s 2017 Equity Incentive Plan, as amended
(*2017 Plan™), including any equity grant documents thereunder. Half of such
RSUs shall be subject to time-based vesting and half of such RSUs shall be
subject to performance vesting.

(b)  Long Term Performance Award. The Executive shall be eligible to receive an
annual award of RSUs valued up to $419,000 pursuant to the Company’s Long
Term Performance Award (“LTPA™) Program, RSU’s granted under the LTPA
Program are eligible to vest based on the Company’s achievements relative to
accelerated performance targets set by the Board (or a compensation committee
thereof) for a specific performance period.

Governing Law. Section 6.4 of the Employment Agreement is hereby amended and restated as
follows:

6.4  Governing Law. This Agreement shall be governed by and construed and enforced in
accordance with and subject to, the laws of the State of Connecticut applicable to
agreements made and to be performed entirely within such state.

Entire Agreement. The Employment Agreement, as amended by this Second Amendment, the
Company’s 2017 Plan, including any equity grant documents under such plan, the Company’s
Annual Incentive Compensation Plan, and the Company’s Long Term Performance Award
Program, constitute the entire agreement between the parties with respect to the subject matter
hereof and thereof, and supersede all prior and contemporaneous understandings, agreements,
representations and warranties, both written and oral, to the extent they relate in any way to the
subject matter hereof or thereof. In the event of an inconsistency between the terms of this
Second Amendment and the Employment Agreement, the terms of this Second Amendment will
control. Except as modified hereby, all terms and conditions of the Employment Agreement will
remain in full force and effect and likewise apply to this Second Amendment.

Governing Law. This Second Amendment shall be governed by and construed and enforced in
accordance with and subject to, the laws of the State of Connecticut applicable to agreements
made and to be performed entirely within such state.

Counterparts; Facsimile Signatures. This Second Amendment may be executed in separate
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument. Signatures to this Second Amendment may be transmitted by e-
mail in pdf or similar format or facsimile and such transmissions shall be deemed an original.
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IN WITNESS WHEREOF, the parties hereto have executed this Second Amendment as of the date first
set forth above.

THE LOVESAC COMPANY

By: /s/ Mary Fox
Name: Mary Fox
Title:  President and COO

DONNA DELLOMO

By: /s/ Donna Dellomo
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Independent Registered Public Accounting Firm’s Consent

We consent to the incorporation by reference in the Registration Statement of The Lovesac Company on Form S-8 File Nos. 333-248755 and
333-232674 of our reportdated March 30, 2022, with respect to our audits of the consolidated financial statements of The Lovesac Company as
of January 30, 2022 and January 31, 2021 and for the years ended January 30, 2022, January 31, 2021 and February 2, 2020 and our report
dated March 30, 2022 with respect to our audit of internal control over financial reporting of The Lovesac Company as of January 30, 2022,
which reports are included in this Annual Report on Form 10-K of The Lovesac Company for the year ended January 30, 2022.

Our report on the effectiveness of internal control over financial reporting expressed an adverse opinion because of the existence of a material
weakness.

/s/ Marcum llp
Marcum llp

Hartford, CT
March 30, 2022
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CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO
EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a),
AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Shawn Nelson, certify that:

1.

2.

I have reviewed this Annual Report on Form 10-K of The Lovesac Company;

Based on my knowledge, this 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 report;

Based on my knowledge, the financial statements, and other financial information included in this 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 report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, 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 report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control

over financial reporting.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect
the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: March 30, 2022 Signed: /s/ Shawn Nelson

Name: Shawn Nelson
Title: Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

PURSUANT TO
EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a),
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, Donna Dellomo, certify that:

L.

2.

I have reviewed this Annual Report on Form 10-K of The Lovesac Company;

Based on my knowledge, this 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 report;

Based on my knowledge, the financial statements, and other financial information included in this 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 report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, 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 report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control

over financial reporting.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect
the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: March 30, 2022 Signed: /s/ Donna Dellomo

Name: Donna Dellomo
Title: Executive Vice President and Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Shawn Nelson, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Annual Report on Form
10-K of The Lovesac Company for the fiscal year ended January 30, 2022, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934 and that information contained in such Annual Report on Form 10-K fairly presents, in all material respects, the financial condition and results of operations of The
Lovesac Company.

Date: March 30, 2022 Signed: /s/ Shawn Nelson
Name: Shawn Nelson
Title: Chief Executive Officer

(Principal Executive Officer)



Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Shawn Nelson, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Annual Report on Form
10-K of The Lovesac Company for the fiscal year ended January 30, 2022, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934 and that information contained in such Annual Report on Form 10-K fairly presents, in all material respects, the financial condition and results of operations of The
Lovesac Company.

Date: March 30, 2022 Signed: /s/ Donna Dellomo
Name: Donna Dellomo
Title: Executive Vice President and Chief Financial Officer

(Principal Financial Officer)



