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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C 36, AS AMENDED

APPLICATION QF HARTFORD COMPUTER HARDWARE, INC,
UNDER SECTION 46 OF THE COMPANIES® CREDITORS ARRANGEMENT ACT,
R.5.C. 1985, c. C 36, AS AMENDED

AND IN THE MATTER OF CERTAIN PROCEEDINGS TAKEN IN THE UNITED
STATES BANKRUPTCY COURT FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION WITH RESPECT TO

RE: HARTFORD COMPUTER HARDWARE, INC., NEXICORE SERVICES,
LLC, HARTFORD COMPUTER GROUP, INC. AND HARTFORD
COMPUTER GOVERNMENT, INC.,, (COLLECTIVELY, THE
“CHAPTER 11 DEBTORS”), Applicants '

BEFORE; MORAWETZJ.

COUNSEL: Kyla Mahar and John Porter, for the Chapter 11 Debtors
Adrienne Glen, for FTT Consulting Canada, Inc., Information Officer

Jane Diefrich, for Avnet Inc.

HEARD &
ENDORSED: February 1, 2012

REASONS
RELEASED: February 15, 2012

ENDORSEMENT
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[1]  Hartford Computer Hardware, Inc. (“Hartford”), on its own behalf and in its capacity as
foreign representative of Chapter 11 Debtors (the “Foreign Representative™) brought a motion
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under s. 49 of the Companies’ Creditors Arrangement Act (the “CCAA"™) for recognition and
implementing in Canada the following Orvders of the United States Bankruptcy Court for the
Northern District of Illinois Eastern Division (the *U.S. Court™) made in the proceedings
commenced by the Chapter 11 Debtors:

(1) the Fmal Unlities Order;

(iiy  the Bidding Procedures Order;
(iii)  the Final DIP Facility Order.
{collectively, the U.S. Orders™)

[2]  On December 12, 2011, the Chapter 11 Debtors commenced the Chapter 11 proceeding.
The following day, I made an order granting certain interim relief to the Chapter 11 Debiors,
including a stay of proceedings. On December 15, 2011, the U.3. Court made an order
authorizing Hariford to act as the Forcign Represemtative of the Chapter 11 Debtors. On
December 21, 2011, T made two orders, an Initial Recognition Order and a Supplemental Order
that, among other things:

(i) declared the Chapter 11 proceedings to be a “forcign main proceeding;’ pursuant
to Part IV of the CCAA4;

{(iiy  recognized Hartford as (he Foreign Representative of the Chapter 11 Debtors;
(tity  appointed FTT as Information Officer in these proceedings;
(iv)  granted a stay of proceedings;

(v)  recognized and made cffcctive in Canada certain “First Day Orders” of the U.S.
Court including an Interim Utilitics Order and Interim DIP Facility Order.

[3]  OnJanuary 26, 2012, the U.S. Court made the U.S. Orders.

[4]  The Foreign Representative is of the view that recognition of the U.S, Orders is necessary
for the protection of the Chapter 11 Debtors’ property and the interest of their creditors.

[5]  The affidavit of Mr. Mittman and First Report of the Information Officer provide details
with respect to the hearings in the U.S. Court on January 26, 2012 which resulted in the U. S.
Court granting the U.S. Orders. The Utilities Order and the Bidding Procedures Order are
relatively rouline in nature and it is, in my view, appropriate to recognize and give effect to these
orders.

[6] With respect to the Final DIP Facility Order, it is noted that paragraph 6 of this Order
contains a partial “roll up™ provision wherein all Cash Collateral in the possession or conirol of
Chapter 11 Debtors on December 12, 2011 (the “Petition Date™) or coming into their possession
after the Petition Date is deemed to have been remitted to the Pre-petition Secured Lender for
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application {0 and repayment of the Pre-petition revolving debt facility with a corresponding
borrowing under the DIP Facility.

(7] In making the Final DIP Facility Order, the Information Officer reports that the U.S.
Court found that good cause had been shown for entry of the Final DIP Facility Order, as the
Chapter 11 Debtors’ ability to continue to use Cash Collateral was necessary to avoid immediate
and irrcparable harm to the Chapter 11 Debtors and their estates.

[8]  The granting of the Final DIP Facility Order was supported by the Unsecured Creditors’
Committee. Certain objections were filed but the Order was granted after the U.S. Court heard
the objections. '

[9]  The Information Officer reports that Canadian unsecured creditors will be treated no less
favourably than U.S. unsecured creditors. Further, since a number of Canadian unsccured
creditors are employees of the Chapter 11 Debtors, these creditors benefit from certain priority
claims which they would not be entitled to under Canadian inselvency proceedings.

[10] The Information Officer and Chapter 11 Debtors recognize that in CCAA proceedings, a
partial “roll up™ provision would not be permissible as a vesult of s, 11.2 of the CCA4, which
expressly provides that a DIP charge may not sccure an obligafion that exists before the Initial
Order is made.

[11] Section 49 of the CCAA provides that, in recogmzing an order.of a foreign court, the
court may make any order that it considers appropriate, provided the court is satisfied that it is
necessary for the protection of the debtor company’s propetty or the interests of the ereditor or
creditors.

[12] It is ncecessary, in my view, to emphasize that this is a motion to recogmze an order made
in the “foreign main procecding”. The Final DIP Facility Order was granted after a hearing in
the U.S. Court. Further, it appears from the affidavit of Mr. Miltman that, as of the end of -
December 2011, the Chapter 11 Debtors had borrowed $1 million under the Interim DIP Facility,
The Cash Collateral on hand as of the Petition Date was effectively spent in the Chapter 11
Debtors™ operations and replaced with advances under the Interim DIP Facility in December
2011 such that all cash in the Chapter 11 Debtors’ accounts as of the date of the Final DIP
Facility Order were proceeds from the Interim DIP Facility.

[13] The Information Officer has reported that, in the circumstances, there will be no material
prejudice to Canadian creditors if this court recognizes the Final DIP Facility, and that nothing is
being done that is contrary to the applicable provisions of the CCA4. The Information Officer is
of the view that recognition of the Final DIP Facility Order is appropriate in the circumstances.

[14] A significani factor to take mto account is that the Final DIP Facility Order was granted
by the U.S. Court. Tn these circumsiances, I see no basis for this cowrt to second guess the
decision of the U.5. Court.

[15] Based on the foregoing, 1 have concluded that recognition of the Firial DIP Facility Order
is nccessary for the protection of the debtor company’s property and for the interests of the
creditors.
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[16] In making this determination, I have also taken into account the provisions of s. 61(2) of
the CCAA which is the public policy exception. This section reads: “Nothing in this Part
prevents the court from refusing to do something that would be contrary to public policy”.

[17]  The public policy exception has its origins in the UNCITRAL Model Law on Cross-
Border Insolvency. Article 6 of the Model Law provides: “Nothing if this Law prevents the
court from refusing to take an action governed by this Law if the action would be manifestly
contrary to the public policy of this State”. It is also important to note that the Guide to
Enactment of the UNCITRAL Model Law on Cross-Border Insolvency (paragraphs 86-89)
makes specific reference to the fact that the public policy exceptions should be interpreted

restrictively.

(18] Iam in agreement with the commentary in the Guide to Enactment to the effect that s,
61(2) should be interpreted restrictively. The Final DIP Facility Order does not, in my view,
raise any public policies issues.

[19] I am satisfied that it is appropriate to grant the requested relief. The motion is granted
and an order has been signed in the form requested to give effect to the foregoing.
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