Docket #0024 Date Filed: 5/11/2020

IN THE UNITED STATESBANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

Inre: Chapter 11

STAGE STORES, INC,, et al.,! Case No. 20-32564 (DRJ)

Debtors. (Joint Administration Requested)

(Emergency Hearing Requested)

N N N N N N N

DEBTORS EMERGENCY MOTION SEEKING ENTRY OF INTERIM
AND FINAL ORDERS (I) AUTHORIZING USE OF CASH COLLATERAL AND
AFFORDING ADEQUATE PROTECTION, (I1) MODIFYING THE AUTOMATIC STAY,
(1) SCHEDULING A FINAL HEARING, AND (1V) GRANTING RELATED RELIEF

EMERGENCY RELIEF HASBEEN REQUESTED. AHEARING WILL BE CONDUCTED ON THIS
MATTER ON MAY 11, 2020, AT 3:00 P.M. (CENTRAL TIME) IN COURTROOM 404, 4TH FLOOR,
515 RUSK STREET, HOUSTON, TEXAS 77002. IF YOU OBJECT TO THE RELIEF REQUESTED
OR YOU BELIEVE THAT EMERGENCY CONSIDERATION ISNOT WARRANTED, YOU MUST
EITHER APPEAR AT THE HEARING OR FILE A WRITTEN RESPONSE PRIOR TO THE
HEARING. OTHERWISE, THE COURT MAY TREAT THE PLEADING AS UNOPPOSED AND
GRANT THE RELIEF REQUESTED.

RELIEF ISREQUESTED NOT LATER THAN MAY 11, 2020.

PLEASE NOTE THAT ON MARCH 24, 2020, THROUGH THE ENTRY OF GENERAL ORDER
2020-10, THE COURT INVOKED THE PROTOCOL FOR EMERGENCY PUBLIC HEALTH OR
SAFETY CONDITIONS.

IT IS ANTICIPATED THAT ALL PERSONS WILL APPEAR TELEPHONICALLY AND ALSO
MAY APPEAR VIA VIDEO AT THISHEARING.

AUDIO COMMUNICATIONWILL BE BY USE OF THE COURT'SREGULAR DIAL-IN NUMBER.
THE DIAL-IN NUMBER 1S +1(832)-917-1510. YOU WILL BE RESPONSIBLE FOR YOUR OWN
LONG-DISTANCE CHARGES. YOU WILL BE ASKED TO KEY IN THE CONFERENCE ROOM
NUMBER. JUDGE JONES S CONFERENCE ROOM NUMBER IS 205691.

PARTIES MAY PARTICIPATE IN ELECTRONIC HEARINGS BY USE OF AN INTERNET
CONNECTION. THE INTERNET SITE IS WWW.JOIN.ME. PERSONS CONNECTING BY
MOBILE DEVICE WILL NEED TO DOWNLOAD THE FREE JOIN.ME APPLICATION.

ONCE CONNECTED TO WWW.JOIN.ME, A PARTICIPANT MUST SELECT “JOIN A
MEETING”. THE CODE FOR JOINING THIS HEARING BEFORE JUDGE JONES IS “JUDGE
JONES’. THE NEXT SCREEN WILL HAVE A PLACE FOR THE PARTICIPANT'SNAME INTHE
LOWER LEFT CORNER. PLEASE COMPLETE THE NAME AND CLICK “NOTIFY”. HEARING
APPEARANCES SHOULD BE MADE ELECTRONICALLY AND IN ADVANCE OF THE
HEARING. YOU MAY MAKE YOUR ELECTRONIC APPEARANCE BY:

1) GOING TO THE SOUTHERN DISTRICT OF TEXASWEBSITE;

2) SELECTING “BANKRUPTCY COURT” FROM THE TOP MENU;

3) SELECTING JUDGES PROCEDURES AND SCHEDULES;

4) SELECTING “VIEW HOME PAGE” FOR JUDGE DAVID R. JONES;

1

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Stage Stores, Inc. (6900) and Specialty Retailers, Inc. (1900). The Debtors' service address is:

2425 West Loop South, Houston, Texas 77027.
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5) UNDER “ELECTRONIC APPEARANCE” SELECT “CLICK HERE TO SUBMIT ELECTRONIC
APPEARANCE;”

6) SELECT IN RE STAGE STORES, INC., ET AL. FROM THE LIST OF ELECTRONIC
APPEARANCE LINKS; AND

7) AFTER SELECTING IN RE STAGE STORES, INC., ET AL. FROM THE LIST, COMPLETE THE
REQUIRED FIELDSAND HIT THE “SUBMIT” BUTTON AT THE BOTTOM OF THE PAGE.

SUBMITTING YOUR APPEARANCE ELECTRONICALLY IN ADVANCE OF THE HEARING
WILL NEGATE THE NEED TO MAKE AN APPEARANCE ON THE RECORD AT THE HEARING.

The above-captioned debtors and debtors in possession (collectively, the “Debtors’)
respectfully state as followsin support of this motion (this“Motion”):?

Preliminary Statement3

1. The Debtors have been in the process of transitioning from a full-price retail
business model to an off-price businessmodel over thelast eighteen months. The Debtorsbelieved
that this transition would buffer the company against the general shift in consumer behavior away
from brick-and-mortar retail and help alleviate liquidity challenges. Inearly January, after missing
holiday forecasts, the Debtors continued to transition their stores while pursuing paths to resolve
ligquidity concerns. The Debtors sought to refinance their Prepetition Credit Agreement, sought
third party debt and equity investments, pursued asale of the Debtors, and negotiated with vendors
and landlords. However, none of these options materialized, and store closures caused by
COVID-19 were the fundamentally changed the options available to the Debtors.

2. The timing of these chapter 11 cases was driven by increasing agitation from the
Debtors' landlords. Specifically, because the Debtors have not paid the majority of rent due in
March, April, and May, the landlords have begun sending default notices, which notices have been

arriving with increasing frequency. Additionaly, in early May, some landlords started taking

2 Thefacts and circumstances supporting this Motion are set forth in the Declaration of Elaine D. Crowley, Chief
Restructuring Officer of Stage Sores Inc., in Support of Debtors' Chapter 11 Petitions and First Day Motions
(the “First Day Declaration”), filed contemporaneously with this Motion and incorporated by reference herein.

3 Capitalized terms used but not otherwise defined in this section shall have the meanings ascribed to them later in
this Motion.



“self-help” measures to lock the Debtors out of their stores and have threatened to dispose of the
Debtors' inventory.

3. To facilitate a speedy entrance into chapter 11 and mitigate landlord disruption, the
Debtors needed to quickly procure financing for these chapter 11 cases. The Debtors and the
Prepetition Agents agreed that consensual use of cash collateral—not a new debtor-in-possession
financing facility—was appropriate. Accordingly, the Debtors reached an agreement with the
Prepetition Agents regarding the terms of consensual use of their cash collateral on the terms set
forth in the proposed Interim Order, attached hereto as Exhibit A. Prior to filing, the Prepetition
Lenders alowed the Debtors to draw down approximately $13.5 million under their Prepetition
Credit Agreement, of which approximately $10.3 million remains available for the Debtors to use.
Based on current projections and estimates, the Debtors believe that this amount, along with the
proceeds of sales, will be sufficient to fund these chapter 11 cases, subject in all respects to the
terms of the Interim Order and the Budget. To the extent additional cash is needed, the Debtors
may seek such entry into a postpetition financing facility at another time.

4, Accordingly, approval of this Motion and the relief requested herein is central to
the Debtors success in these chapter 11 cases and to the Debtors efforts to conduct a
value-maximizing resolution. Without access to cash collateral, the Debtors would lack liquidity
to consummate a value-maximizing sale or wind-down through chapter 11, resulting in a
value-destructive, piecemeal liquidation. As such, the Debtors request that the Court approve the

relief requested herein.



Relief Requested

5. The Debtors seek entry of an interim order, substantially in the form attached
hereto, and a final order (the “Interim Order” and “Final Order,”* respectively, and together,
the “Orders’), among other things:

(a) authorizing the Debtors to use the Cash Collateral of the Prepetition Secured
Parties;

(b) granting adequate protection to the Prepetition Secured Parties,
(c) modifying the automatic stay;

(d) scheduling afinal hearing (the “Final Hearing”) no later than 30 days following the
Petition Date to consider entry of the Final Order; and

(e) granting certain related relief.
6. In support of this Motion, the Debtors respectfully submit the Declaration of
Sephen Coulombe, Managing Director of The Berkeley Research Group, in Support of the

Debtors' Cash Collateral Motion (the “ Coulombe Declaration”) and the First Day Declaration,

each filed contemporaneously with this Motion and incorporated by reference herein.

Jurisdiction and Venue

7. The United States Bankruptcy Court for the Southern District of Texas
(the “Court™) hasjurisdiction over this matter pursuant to 28 U.S.C. 8§ 1334. This matter isacore
proceeding within the meaning of 28 U.S.C. § 157(b). The Debtors confirm their consent, pursuant

to rule 7008 of the Federal Rules of Bankruptcy Procedure (the “ Bankruptcy Rules’), to the entry

of afinal order by the Couirt.

8. Venueis proper pursuant to 28 U.S.C. 88 1408 and 1409.

4 The Debtorswill file the form of Final Order prior to the Final Hearing.



0. The bases for the relief requested herein are sections 105, 361, 362, 363, 503, and

507 of title 11 of the United States Code (the “ Bankruptcy Code”), Bankruptcy Rules 2002, 4001,

and 9014, and rules 1075-1, 4002-1 and 9013-1 of the Local Bankruptcy Rules for the Southern

District of Texas (the “Local Rules’).

Background

10. The Debtors are apparel, accessories, cosmetics, footwear, and home goods
retailersthat operate department stores under the Bealls, Goody’ s, Palais Royal, Peebles, and Stage
brands and off-price stores under the Gordmans brand. The Debtors employ approximately
14,694 employees, who operate 700 stores across forty-two states. The Debtors’ department stores
predominately serve small towns and rural communities, and the Debtors off-price stores are
mostly located in mid-sized Midwest markets. The Debtors 2019 revenue was approximately
$1.6 billion.

11.  On May 10, 2020, (the “Petition Date”), each of the Debtors filed a voluntary
petition for relief under chapter 11 of the Bankruptcy Code. The Debtors are operating their
businesses and managing their property as debtors in possession pursuant to sections 1107(a) and
1108 of the Bankruptcy Code. The Debtors have concurrently filed amotion requesting procedural
consolidation and joint administration of these chapter 11 cases pursuant to
Bankruptcy Rule 1015(b). No request for the appointment of atrustee or examiner has been made
in these chapter 11 cases, and no committees have been appointed or designated.

Concise Statement of the Material Termsof the Interim Order

Pursuant to Bankruptcy Rule 4001 and the United States Bankruptcy
Court for the Southern District of Texas Proceduresfor Complex Chapter 11 Cases

12.  Thefollowing chart contains asummary of the material terms of the Interim Order,
as required by Bankruptcy Rules 4001(b)(1)(B) and 4001(c)(1)(B) and the United States

Bankruptcy Court for the Southern District of Texas Procedures for Complex Chapter 11 Cases



(the “Complex Case Procedures’).”

Summary of Material Terms

L ocation

Partieswith an
Interest in
Cash Collateral

Bankruptcy Rule
4001(b)(1)(B)(i)

The lenders under that certain Second Amended and Restated Credit
Agreement, first dated as of October 6, 2014 (as may be amended, modified,
restated, or supplemented and in effect from time-to-time, the “Prepetition
Credit Agreement”) including, Wells Fargo Bank, National Association, as
administrative agent and collateral agent (in such capacity, the
“Administrative Agent”), the other “Revolving Loan Lenders’ party thereto
(as defined in the Prepetition Credit Agreement), Wells Fargo Bank, National
Association, as term loan agent (in such capacity, the “Term Agent”; and
together with the Administrative Agent the “Prepetition Agents’), and the
Term Loan Lenders party thereto (the “Term Lenders’, and together with the
Revolving Loan Lenders the “Prepetition Lenders’; and the Prepetition
Agents, Prepetition Lenders and the “ Credit Parties’ under and as defined in
the Prepetition Credit Agreement are collectively the “Prepetition Secured
Parties”)

1 E(ii)

Authorization to
Use Cash Collateral

Bankruptcy Rule
4001(b)(1)(B)(ii)

The Debtors shall be authorized to use Cash Collateral on an interim basis
solely in accordance with and to the extent set forth in the Budget and the
Interim Order during the period commencing on the date of the Interim Order
through the Termination Date (the “ Cash Collateral Period”)

12

Budget

Bankruptcy Rule
4001(b)(1)(B)(ii)

The Debtors may use Cash Collateral during the Cash Collateral Period up to
the Cash Collateral Limit only to pay the amount (subject to the Permitted
Variances) and type of expenses set forth in the cash collateral budget
attached to the Interim Order as Exhibit 1 (as the same may be updated from
time to time with the prior written consent (which writing may be in e-mail)
of the Prepetition Agents, the “Budget”) during the periods covered by the
Budget in which such expenses are projected to be paid, subject to the
Permitted Variance.

The Prepetition Agents may, in their sole discretion, agree in writing to the
use of the Cash Collateral (i) in amanner or amount which does not conform
to the Budget (other than Permitted Variances) (each such approved non-
conforming use of Cash Collateral, a “Non-Conforming Use”) or (ii) for a
period following the Termination Date pursuant to paragraph 5 of the Interim
Order (such period, the “ Subsequent Budget Period”).

13

113(d)

Carve-Out

Bankruptcy Rule
4001(b)(1)(B)(iii)

The Interim Order provides a “Carve Out” of certain statutory fees and
allowed professional fees of the Debtors and any Committee appointed in the
chapter 11 cases pursuant to section 1103 of the Bankruptcy Code, and a
Post-Carve Out Trigger Notice Cap of $1 million, all asdetailed in the Interim
Order.

14

5 Thesummaries contained in this Motion are qualified in their entirety by the provisions of the Interim Order. To
the extent anything in this Motion is inconsistent with the Interim Order, the terms of the Interim Order shall
control.



Summary of Material Terms

L ocation

Termination
Events, Events of
Default

Bankruptcy Rules
4001(b)(1)(B)(iii),
4001(c)(1)(B)

Immediately upon written notice by the Administrative Agent to the Debtors
(and their counsdl), the U.S. Trustee and, if appointed, any Committee, the
Debtors' authorization, and the Prepetition Agents' consent for the Debtors,
to use Cash Collateral pursuant to the Interim Order shall terminate on the
earliest to occur of the following (the earliest such date defined in the Interim
Order as, the “ Termination Date”):

the failure of the Court to enter a Final Order in form reasonably
satisfactory to the Prepetition Agents on or before 4:00 p.m. (Eastern
Time) on the day that isthirty (30) days after the Petition Date;

the entry of an order of the Court terminating the right of any Debtor to
use Cash Collateral;

the dismissal of any of the Chapter 11 Cases or the conversion of any of
the Chapter 11 Cases to a case under chapter 7 of the Bankruptcy Code;

the appointment in any of the Chapter 11 Cases of a trustee or an
examiner with expanded powers;

the entry of any order of the Court that avoids or disallows in any way
the security interests, liens, priority claims or rights granted to the
Administrative Agent under the terms of the Interim Order;

the Interim Order shall cease, for any reason, to bein full force and effect,
or the Debtors shall so assert in writing, or any liens or claims created in
favor of the Administrative Agent under the Interim Order shall cease to
be enforceable and of the same effect and priority purported to be created
thereby, or the Debtors shall so assert in writing (except as modified by
the Final Order);

any of the Debtors chalenge or object to the extent, validity,
enforceability, priority, perfection and/or non-avoidability of the
Prepetition Obligations or the Administrative Agent’s security interests
in and liens upon the Prepetition Collateral;

an order of the Court shall be entered reversing, staying, vacating or
otherwise modifying the Interim Order or any provision contained
therein without the prior written consent (which writing may be in e
mail) of the Administrative Agent (except as modified by the Final
Order);

the actual amount of (i) “Total Receipts’; (ii) “Total Operating
Disbursements’; (iii) “Total Non-Operating Disbursements’; and (iv)
“Professional Fees’ in any Measurement Period deviates beyond the
Permitted Variance as set forth in Paragraph 3(c) of the Interim Order
from the amounts set forth in the Budget for such Measurement Period,
without, in each instance, the prior written consent (which writing may
bein e-mail) of the Prepetition Agents;

15




Summary of Material Terms

L ocation

any Debtor fails to pay in full the Prepetition Obligations in accordance
with the terms set forth in the Interim Order, without the prior written
consent (which writing may be in e-mail) of the Prepetition Agents;

any material misrepresentation by any Debtor in the financial reporting
or certifications to be provided by the Debtors to the Prepetition Agents
under the Interim Order;

any of the Debtors propose or support any plan of reorganization or sale
of all or substantially all of any Debtor’s assets or entry of any order
confirming any such plan or sale that is not conditioned on the payment
in full in cash, on the effective date of such plan or sale, of all Prepetition
Obligations without the prior written consent of the Prepetition Agents
(which writing may bein e-mail);

the Debtorsfail to provide any additional adequate protection ordered by
the Court and such failure shall continue unremedied for more than three
(3) business days after written notice thereof;

the Debtors’ failure to satisfy any Milestone set forth in Paragraph 25 of
the Interim Order;

the indefeasible payment in full of the Prepetition Obligations;

without the prior written consent of the Prepetition Agents (which writing
may bein e-mail), the entry of an order by the Court granting relief from
or modifying the automatic stay of section 362 of the Bankruptcy Code
to alow any creditor to execute upon or enforce a lien on or security
interest in (1) any inventory or (2) in any other Prepetition Collateral that
is senior to any liens or security interests of the Administrative Agent
having a value greater than $100,000,

the return by the Debtors of more than $50,000 of the Debtors' inventory
pursuant to section 546(h) of the Bankruptcy Code without the prior
written consent (which writing may be in e-mail) of the Prepetition
Agents;

the termination, rescission and/or invalidation of the GB Consulting
Agreement without the prior written consent (not to be unreasonably
withheld) of the Prepetition Agents (which writing may bein e-mail);

without the prior written consent (not to be unreasonably withheld) of the
Prepetition Agents (which writing may be in e-mail), the termination
and/or discontinuation of the Store Closing Sales; and

without the prior written consent (which writing may be in e-mail) of the
Prepetition Agents, the failure of the Debtors to indefeasibly pay in full
the Prepetition Obligations by September 11, 2020.

Adequate
Protection

Subject to the Carve out, the Debtors will provide adequate protection for
purposes of section 361 of the Bankruptcy Code to the Prepetition Secured
Parties asfollows:

16




Summary of Material Terms

L ocation

Bankruptcy Rule
4001(b)(1)(B)(ii)

Adeguate Protection Replacement Liens. The Administrative Agent, for
the benefit of itself and the other Prepetition Secured Parties, will be
granted valid, binding, enforceable and perfected replacement liens upon
and security interests in all of each Debtors presently owned or
thereafter acquired property and assets, whether such property and assets
were acquired by such Debtor before or after the Petition Date, of any
kind or nature, whether real or personal, tangible or intangible, wherever
located, and the proceeds and products thereof, including, without
limitation, the proceeds from any sale, termination, or other disposition
of any leasehold interests of the Debtors (collectively, to the extent
acquired after the Petition Date, the “Postpetition Collateral”, and
together with the Prepetition Collatera and the Cash Collateral,
collectively, the “Callateral”) (the “Adequate Protection Replacement
Lien"); provided, that, upon the entry of the Final Order, the Adequate
Protection Replacement Lien shall attach to property recovered asaresult
of transfers or obligations avoided or actions maintained or taken
pursuant to sections 542, 544, 545, 547, 548, 549, 550, 551, 552 and 553
of the Bankruptcy Code, provided, further, that the Adequate Protection
Replacement Lien shall attach to the proceeds of the Debtors' leasehold
interests and not to the leasehold interests themselves.

The Adequate Protection Replacement Lien shall be junior and
subordinate only to (A) the Prepetition Liens on the Prepetition Collateral
and (B) the Carve Out, and shall otherwise be senior to al other security
interestsin, lienson, or claims against any asset of a Debtor and all rights
of payment of all other parties. Other than as set forth in the Interim
Order, the Adequate Protection Replacement Lien shall not be made
subject to or pari passu with any lien or with any lien or security interest
previously or hereinafter granted in any of the Chapter 11 Cases or any
Successor Case.

The Adequate Protection Replacement Lien shall be valid, binding and
enforceable against any trustee or other estate representative appointed
in any Chapter 11 Case, upon the conversion of any of the Chapter 11
Cases to a case under chapter 7 of the Bankruptcy Code (collectively,
“Successor Cases’) and/or upon the dismissal of any Chapter 11 Case or
Successor Case.

Default Interest. At al times during the Chapter 11 Cases, interest on all
outstanding Prepetition Obligations shall bear interest at the applicable
Default Rate (as defined and set forth in the Prepetition Credit
Agreement).

Adequate Protection Superpriority Claim. The Administrative Agent, for
the benefit of itself and the other Prepetition Secured Parties, will be
granted as and to the extent provided by sections 503 and 507(b) of the
Bankruptcy Code, an allowed superpriority administrative expense claim
in the Chapter 11 Cases and any Successor Case (the “Adequate
Protection Superpriority Claim”). The Adequate Protection
Superpriority Claim shall be subordinate to the Carve Out solely to the
extent set forth in the Interim Order, but otherwise shall have priority
over al administrative expense claims, including administrative
expenses of the kinds specified in or ordered pursuant to Sections 503(b)
and 507(b) of the Bankruptcy Code, and unsecured claims against each




Summary of Material Terms L ocation

Debtor and each Estate now existing or hereafter arising, of any kind or
nature.

e Adminigtrative Fee. The Administrative Agent shall be paid, in addition
to all Prepetition Obligations owing by Debtorsto Prepetition Agentsand
Prepetition Lenders, a weekly fee in the amount of $300,000 until all
Prepetition Obligations have been Paid in Full (the “Administration
Fee”).

e Postpetition Professional Fees. The Debtors shall be obligated to
reimburse the Prepetition Secured Parties for their prepetition and
postpetition professional fees and expenses, subject to the rights of the
Debtors, the U.S. trustee and the Committee to review and object to such
fees/expenses.

e Mandatory Paydown of Prepetition Obligations. Until the indefeasible
payment in full, in cash, of the Prepetition Obligations, on a daily basis
the Administrative Agent shall transfer all cash collected in the Debtors
concentration account to the Debtors' operating account (the “ Operating
Account”) for use in funding disbursements in accordance with the
Budget (subject to Permitted Variances) and as otherwise provided in the
Interim Order. Commencing Friday, June 5, 2020, and continuing on
each Friday thereafter until the indefeasible payment in full, in cash, of
the Prepetition Obligations, the Administrative Agent is hereby
authorized and directed to transfer to the Administrative Agent (or the
Debtors at the direction of the Administrative Agent shall initiate such
transfer) al cash then on deposit in the Debtors' Operating Account in
excess of $5,000,000 (the “Excess Proceeds’), such Excess Proceeds to
be thereupon applied in permanent reduction and repayment of the
Prepetition Obligations in accordance with the terms of the Prepetition
Financing Documents.

e Prepetition Indemnity Account. Upon entry of the Final Order, the
Debtors shall establish a segregated non-interest bearing account with the
Administrative Agent and in the control of the Administrative Agent (the
“Prepetition Indemnity Account”), into which the sum of $500,000 of
Cash Collateral shall be deposited as security for any reimbursement,
indemnification, or similar continuing obligations of the Debtorsin favor
of the Prepetition Agents and the other Prepetition Secured Parties under
the Prepetition Financing Documents (the “Prepetition Indemnity

Obligations”).

e The funds in the Prepetition Indemnity Account shall secure all
costs, expenses, and other amounts (including reasonable and
documented attorneys' fees) incurred by the Prepetition Agents and
the other Prepetition Secured Parties, in connection with or
responding to (1) formal or informa inquiries and/or discovery
requests, any adversary proceeding, cause of action, objection,
claim, defense, or other chalenge as contemplated in Paragraph
17(b) of the Interim Order, or (2) any Challenge (as defined therein)
against any Prepetition Agent or the other Prepetition Secured
Parties related to the Prepetition Financing Documents, the
Prepetition Liens, or the Prepetition Obligations, whether in the

10




Summary of Material Terms

L ocation

Chapter 11 Cases, any Successor Case or independently in any other
forum, court, or venue.

e The Prepetition Indemnity Obligations shall be secured by a first
priority lien on the Prepetition Indemnity Account and the funds
therein.

Relief from the
Automatic Stay

Bankruptcy Rule
4001(b)(1)(B)(iii)

The automatic stay provisions of section 362 of the Bankruptcy Code shall be
modified to permit (i) the Debtors to implement and perform the terms of the
Interim Order, and (ii) the Debtors to create, and the Administrative Agent to
perfect, the Adequate Protection Replacement Lien granted by the Interim
Order. The Administrative Agent shall not be required to file UCC financing
statements or other instruments with any other filing authority to perfect the
Adeguate Protection Replacement Lien granted by the Interim Order or to
take any other actions to perfect such Liens, which shall be deemed
automatically perfected by the docketing of the Interim Order by the Clerk of
the Court, and deemed to be effective as of the Petition Date. If, however, the
Administrative Agent shall elect for any reason to file, record or serve any
such financing statements or other documents with respect to such Liens, then
the Debtors shall execute same upon request and the filing, recording or
service thereof (as the case may be) shall be deemed to have been made at the
time of the commencement of the Chapter 11 Cases on the Petition Date.

19

Stipulations and
Agreementsof the
Debtors

Complex Case
Procedures, Ex. B

The Interim Order contains certain stipulations by the Debtors, among other
things, to:

e the aggregate amount of the claims held by the Prepetition Secured
Parties as of the Petition Date;

e thevalidity, perfection, enforceability, and priority of the Prepetition
Obligations on the Prepetition Collateral;

e not challenge or seek to avoid the validity, enforceability, priority,
or perfection of the Prepetition Obligations or the Prepetition Liens,

e that (1) any and al cash of the Debtors cash collateral within the
meaning of section 363(a) of the Bankruptcy Code; (2) the Debtors
are not able to use Cash Collateral without the Prepetition Agents
consent or the Court’s authorization after notice and a hearing; (3)
the Prepetition Secured Parties' consent to the Debtors use of the
Cash Collatera is expressly limited to, and conditioned upon, the
terms and conditions specified in the Interim Order.

TE

Effect of the
Debtors
Stipulations on
Third Parties

Bankruptcy Rule
4001(b)(1)(B)(iii);
Complex Case
Procedures, Ex. B

The Debtors have admitted, stipulated, and agreed that various matters as set
forth in paragraph E of the Interim Order and the stipul ations and admissions
contained in the Interim Order, including without limitation, in paragraph E
of the Interim Order, shall be hinding upon the Debtors and any successor
thereto in al circumstances, provided that parties in interest may challenge
the stipulations set forth in the Interim Order by no later than (i) with respect
to any Committee, the date that is sixty (60) days after the Committee’s
formation, (ii) with respect to other partiesin interest other than a Committee,
no later than the date that is seventy-five (75) days after the entry of the
Interim Order, or (iii) with respect to any chapter 11 trustee appointed in the
Chapter 11 Cases, or any chapter 7 trustee appointed in any Successor Case,

11
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Summary of Material Terms

L ocation

prior to the expiration of the periods set forth in subsections (i) and (ii) above,
no later than the date that is the later of (A) fourteen (14) days after the
appointment of such trustee or (B) the expiration of the time periods set forth
in the foregoing subsections (i) and (ii) above.

506(c) Claims

Complex Case
Procedures, Ex. B

Subject to entry of aFinal Order granting such relief, no costs or expenses of
administration which have or may be incurred in the Chapter 11 Cases shall
be charged against the Prepetition Agents, Prepetition Secured Parties, their
claims or the Collateral pursuant to section 506(c) of the Bankruptcy Code
without the prior written consent of the Prepetition Agents, and no such
consent shall be implied from any other action, inaction or acquiescence by
the Prepetition Agents.

120

Provisions
Affecting

Consider ation of
the Equities of the
Case under Section
552(b)(1)

Bankruptcy Rule
4001(c)((B) (i)

Subject to entry of aFinal Order granting such relief, the Prepetition Agents
and the other Prepetition Secured Parties are entitled to the benefits of a
waiver of any “equities of the case” claims under section 552(b) of the
Bankruptcy Code.

TH

Statement Regar ding Significant Provisions

13.  Thelnterim Order containsthe following provisions (the“ Significant Provisions”)®

identified on Exhibit B to the Complex Case Procedures, as summarized in the Attorney Checklist

Concerning Motion and Order Pertaining to Use of Cash Collateral, attached hereto as Exhibit B:

a

Adegquate Protection. The Interim Order provides for adequate protection
liens and superpriority claims against the Debtors, but limited to the extent
of diminution in value of any collateral owned by the Debtors. See Interim

Order 6.

Validity, Perfection, and Amount of Prepetition Liens. The Debtors
acknowledge, admit, agree, and stipulate to various matters, including the
validity, perfection, and priority of the Prepetition Liens. See Interim
Order § E. The stipulations set forth in paragraph E of the Interim Order

6  Significant Provisions refer to those provisions that: (a) grant cross-collateralization protection (other than
replacement liens or other adequate protection) to prepetition secured creditors; (b) deem prepetition secured debt
to be postpetition debt or that use postpetition loans from a prepetition secured creditor to pay part or al of that
secured creditor’ s prepetition debt, other than as provided in section 552(b) of the Bankruptcy Code; (¢) bind the
bankruptcy estates or any parties in interest with respect to the validity, perfection, or amount of the secured
creditor’s prepetition lien or debt or the waiver of claims against the secured creditor; (d) waive or limit the
estate’' s rights under section 506(c) of the Bankruptcy Code; (€) grant prepetition secured creditors liens on the
debtors’ claims and causes of action arising under chapter 5 of the Bankruptcy Code; (f) impose deadlines for the
filing of aplan or disclosure statement; or (g) grant an administrative claim.

12




are binding on the Debtors and any successors thereto. See Interim Order
117. No later than (i) with respect to any Committee, the date that is sixty
(60) days after the Committee’ s formation, (ii) with respect to other parties
in interest other than a Committee, no later than the date that is seventy-five
(75) days after the entry of the Interim Order, or (iii) with respect to any
chapter 11 trustee appointed in the Chapter 11 Cases, or any chapter 7
trustee appointed in any Successor Case, prior to the expiration of the
periods set forth in subsections (i) and (ii) above, no later than the date that
isthe later of (A) fourteen (14) days after the appointment of such trustee
or (B) the expiration of the time periods set forth in the foregoing
subsections (i) and (ii) above. Seeid.

C. 506(c) Waiver. Subject to entry of a Final Order granting such relief, no
costs or expenses of administration which have or may be incurred in the
Chapter 11 Cases shall be charged against the Prepetition Agents and other
Prepetition Secured Parties, their claims, or the Collateral pursuant to
section 506(c) of the Bankruptcy Code without the prior written consent of
the Prepetition Agents, and no such consent shall be implied from any other
action, inaction or acquiescence by the Prepetition Agents. See Interim
Order 1 20.

d. Lienson Avoidance Actions. Subject solely to entry of the Final Order, the
Adequate Protection Liens shall attach to any proceeds or property
recovered (but not on the actual claims and causes of action) in respect of
any Avoidance Action. See Interim Order 1 6.

e No Provisions Deeming Prepetition Debt to be Postpetition Debt. Neither
the Interim Order nor the Final Order deem prepetition secured debt to be
postpetition debt.

f. No Provisions Imposing Plan or Disclosure Statement Filing Deadlines.
There are no milestones in the Interim Order for filing a disclosure
statement or filing or confirming a chapter 11 plan. See Interim Order ] 25.

0. Provisions Granting Administrative Claims. The Orders provide for joint
and several superpriority administrative claims against the Debtors as
provided in section 507(b) of the Bankruptcy Code, with priority in payment
over any and all unsecured claims and administrative expense claims
against Debtors (subject to the Carve Out), which administrative claim shall
have recourse to and be payable from all prepetition and postpetition
property of the Debtors including, and solely upon entry of the Final Order,
the proceeds and property recovered in respect of any Avoidance Actions.
See Interim Order 1 6(c).

14. Pursuant to Complex Case Procedure 4(C)(vi), which is made applicable by

Bankruptcy Local Rule 1075-1, the Debtors submit that the foregoing Significant Provisions are
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appropriate as necessary components of the consensual agreement with the Prepetition Secured
Parties' regarding the use of Cash Collateral, including the adequate protection of the Prepetition
Secured Parties' interests in their collateral, including the Cash Collateral. Granting the relief
requested pursuant to the Interim Order is critical to the continued safe operation of the Debtors
businesses and will maximize the value of the Debtors' estates for al partiesin interest.

15. In light of the foregoing, the Significant Provisions are appropriate under the facts
and circumstances of these chapter 11 cases. Accordingly, the Significant Provisionsinthe Interim
Order should be approved.

Background Relevant to this M otion

The Debtors Prepetition Capital Structure.

16.  Asof the Petition Date, the Debtors had approximately $226 million intotal funded

debt obligations. The relative terms of each debt obligation are as follows:

Funded Debt Lenders Maturity Interest Rates Croe e
Amount
LIBOR + 1.40%
with one step-down
0,
Wells Fargo Bank, National, N.A. o LIBOR ¢ 1.20%
JPMorgan Chase Bank, N.A. age cayy
- X December 16, | excess availability -
$178.6 million Regions Bank 2021 is uwl to or $250 million
Bank of America, N.A € h f
Truist Bank greater than 40% o
the revolving loan
cap (0.00% LIBOR
floor)
Wells Fargo Bank, National, N.A.
Pathlight Capital Fund | LP
. : LIBOR + 6.125%
saz.4million | Peniiont Copital BffshoreFund | December 46, | (1 oooe LIBOR | $50 million
Pathlight Capital LLC floor)

17. In addition to funded debt obligations, the Debtors have outstanding unsecured
trade debts (e.g., amounts owed to trade vendors, suppliers, landlords) that total approximately

$173 million as of the Petition Date.

14



A. The Revolving Credit Facility and Term Loan Facility.

18.  The Debtors are party to that certain Second Amended and Restated Credit
Agreement, dated as of October 6, 2014, (as amended, restated, supplemented, or otherwise

modified from time to time prior to the Petition Date, the “ Prepetition Credit Agreement”) by and

among Specialty Retailers, Inc., as borrower, and the remaining Debtor as guarantor party thereto,
the Lenders, and Wells Fargo, National Association, as administrative agent, collateral agent, and
term loan agent (in such capacities, together with its successors and assigns, the “Prepetition
Agent”). The Prepetition Credit Agreement provides for a $250 million asset-based loan with a
maturity date of December 16, 2021 (the “ABL”). In addition, the Prepetition Credit Agreement
provides for a $50 million last-out term loan, aso with a maturity date of December 16, 2021

(the“Term Loan,” and together with the ABL, the “Prepetition Credit Facility”).

19.  Thelnterest rates under the ABL and the Term Loan are determined with reference
to either the LIBO Rate or the Prime Rate (each as defined in the Prepetition Credit Agreement).
The LIBO Loans under the ABL bear interest at the LIBO Rate plus 1.50%, with one step-down
totheLIBO Rate plus 1.25% if the Average Daily Excess Availability (asdefined in the Prepetition
Credit Agreement) is equal to or greater than 40% of the Revolving Loan Cap (as defined in the
Prepetition Credit Agreement). The Prime Rate L oans bear interest at the Prime Rate plus 0.50%
with a step-down to the Prime Rate plus 0.25% if the Average Daily Excess Availability is equal
to or greater than 40% of the Revolving Loan Cap.

20.  TheLIBO Loansunder the Term Loan bear interest at the LIBO Rate plus 6.125%,
and the Prime Rate L oans bear interest at the Prime Rate plus 5.125%. Interest on the Term Loan
isdue onthefirst calendar day of each month. Asof the Petition Date, approximately $47.4 million
in aggregate principal amount remained outstanding under the Term Loan. Upon an Event of

Default and an acceleration of the obligations in connection with an exercise of remedies under
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the Prepetition Credit Agreement, the Term Loan payments are subordinate to payment to the
lenders under the ABL until the ABL obligations are paid in full, other than obligations in respect
of Bank Products (as defined in the Credit Agreement) in excess of a $2 million cap.

21.  Obligations under the Prepetition Credit Facility are secured by a lien on
substantially all of the Debtors assets, including, without limitation, a first priority lien on the
Debtors' accounts (including receivables), inventory, deposit accounts, security accounts, cash and
cash equivalents, and intellectual property. There are also mortgages in favor of the Prepetition
Agent with respect to four parcels of real property. Additionally, the Debtors have entered into
deposit account control agreements in favor of the Prepetition Agent with respect to their bank
accounts, and prior to the Petition Date the Administrative Agent and the Debtors agreed to the
imposition of Cash Dominion in accordance with the Prepetition Credit Agreement. Thus,
substantially all of the Debtors cash is subject to a perfected security interest in favor of the
Prepetition Agent.

. The Debtors Immediate Need for Cash Collateral.

22.  As set forth in the Coulombe Declaration, the First Day Declaration, and as
described herein, the Debtors require immediate access to Cash Collateral. More specifically, the
Debtors, in consultation with their proposed restructuring advisor, Berkeley Research Group, LLC,
reviewed and analyzed the Debtors' projected cash needs and prepared a Budget (which may be
updated from timeto timein accordance with the terms of the Interim Order) outlining the Debtors
postpetition cash needs.” The Debtors believe that the Budget, which contains line items for cash
flows anticipated to be received and disbursed, is an accurate reflection of their operating

requirements over the identified period and the anticipated administrative expenses of

7 A copy of the Budget is attached hereto as Exhibit 1 to the Interim Order.
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the chapter 11 cases. The Debtors believe that the Budget is reasonable and appropriate under the
circumstances and includes all reasonable, necessary, and foreseeable expenses to be incurred
during the period set forth in the Budget. Based on thisforecast, the Debtors determined that they
would require access to Cash Collateral to provide sufficient liquidity to administer the Debtors
estates during these chapter 11 cases.

23.  Asreflected in the Budget, as of the Petition Date, the Debtors have approximately
$10.3 million in cash on hand, al of which is encumbered by liens in favor of the Prepetition
Agent. See Coulombe Decl. § 10. There is no unencumbered cash sufficient to support the
Debtors ordinary course business operations, let alone the added costs of administering these
chapter 11 cases. See Coulombe Decl. 1 10. Among other things, the Debtors need such liquidity
to satisfy payroll, pay suppliers, vendors, utility providers, and landlords, honor obligationsto their
customers, and make any other payments (including, without limitation, postpetition rents) that are
essential or appropriate for the continued management, operation, and preservation of the Debtors
businesses and assets. In addition, the Debtors require access to Cash Collateral to fund the costs
of these chapter 11 cases, as well as their ordinary course working capital needs and capital
expenditures. The Debtors' ability to continue making such payments during these chapter 11
cases is essential to the Debtors' continued operation and the preservation of their assets during
the pendency of these cases. See Coulombe Decl. 1 9-11.

24. Using Cash Collateral to fund the continued operation of the Debtors businesses
will facilitate the preservation of the Prepetition Collateral and facilitate the Debtors proposed sale
or an orderly wind-down of the Debtors' business. See Coulombe Decl. 1 9. In exchange for the
use of Cash Collateral, and following arm’ s-length negotiations, the Debtors and the Prepetition

Secured Parties have agreed upon the terms of adequate protection to protect the Prepetition

17



Collateral during the pendency of these chapter 11 cases, which is described in detail above.
Coulombe Decl. 7. The Debtors anticipate that cash on hand and revenue earned from
postpetition operations will be sufficient to fund all payments contemplated by the Debtors' first
day motions and the Debtors postpetition operating and wind-down-related expenses, as
applicable. See Budget; Coulombe Decl. 7.

25.  Absent entry of the Orders, the Debtors would be unable to generate revenue,
operate their businesses, or pay their employees, vendors, landlords, or suppliers. See Stephen
Coulombe Decl. 19. Indeed, without access to the Cash Collatera prior to entry of the Find
Order, the Debtors would likely have to suspend operations, which would be potentialy value
destructive. See Coulombe Decl. 9.

26. In sum, without the immediate relief requested by this Motion, the Debtors face a
material risk of substantial, irreparable, and ongoing harm. Access to Cash Collateral will ensure
the Debtors have sufficient funds to preserve and maximize the value of their estates, and
responsibly administer these chapter 11 cases throughout the period that the Debtors expect will
be necessary to implement and effectuate a value maximizing sale or wind-down of their
businesses.

Basisfor Relief

The Debtor s Should Be Authorized to Usethe Cash Collateral.

27.  The Debtors use of property of their estates, including the Cash Collateral, is

governed by section 363 of the Bankruptcy Code,2 which providesin relevant part that:

8 Section 363(a) of the Bankruptcy Code defines “cash collateral” asfollows:

Cash, negotiable instruments, documents of title, securities, deposit accounts, or other cash equivalents whenever
acquired inwhich the estate and an entity other than the estate have an interest and includes the proceeds, products,
offspring rents, or profits of property and the fees, charges, accounts or other payments for the use or occupancy
of rooms and other public facilities in hotels, motels, or other lodging properties subject to a security interest as
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If the business of the debtor is authorized to be operated under
section . . . 1108 . . . of this title and unless the court orders
otherwise, the [debtor] may enter into transactions, including the
sale or lease of property of the estate, in the ordinary course of
business, without notice or a hearing, and may use property of the
estate in the ordinary course of business without notice or a hearing.

11 U.S.C. § 363(c)(1).

28.  Section 363(c)(2)(A) permits a debtor in possession to use cash collateral with the
consent of the secured party. Here, the Prepetition Secured Parties consent to the Debtors’ use of
the Cash Collateral, subject to the terms and limitations set forth in the Interim Order. Therefore,
the Debtors have satisfied the standards of section 363(c)(2) of the Bankruptcy Code.

29.  Asdescribed above and in the Coulombe Declaration, access to Cash Collateral on
aninterim basisisessential to the continued operation of the Debtors businesses and smooth entry
into these chapter 11 cases. The Debtors believe use of Cash Collateral isin the best interests of
the Debtors' estates and all of their stakeholders, including the Prepetition Secured Parties, and
that the Interim Order should be approved.

. The Debtors Proposed Grant of Adequate Protection to Use Cash Collateral is
Appropriate.

30. Section 363(e) provides for adequate protection of interests in property when a
debtor uses cash collateral. Further, section 362(d)(1) of the Bankruptcy Code provides for
adequate protection of interestsin property due to the imposition of the automatic stay. Seelnre
Cont’l Airlines, 91 F.3d 553, 556 (3d Cir. 1996) (en banc). Although section 361 of the Bankruptcy
Code provides examples of forms of adequate protection, such as granting replacement liens and

administrative claims, courts decide what constitutes sufficient adequate protection on a case by

provided in section 552(b) of this title, whether existing before or after the commencement of a case under this
title.

11 U.S.C. § 363(a).

19



case basis. See, e.g., Inre Swvedeland Dev. Grp., Inc., 16 F.3d 552, 564 (3d Cir. 1994); see also In
re Dynaco Corp., 162 B.R. 389, 394 (Bankr. D.N.H. 1993) (citing 2 Collier on Bankruptcy 1
361.01[1] at 36166 (15th ed. 1993) (explaining that adequate protection can take many formsand
“must be determined based upon equitable considerations arising from the particular facts of each
proceeding”)). Courts generally have found that using cash collateral to preserve the value of the
secured creditors' collateral isaform of adequate protection initself. See, e.g., Inre Salem Plaza
Assocs., 135 B.R. 753, 758 (Bankr. S.D.N.Y. 1992) (holding that debtor’s use of cash collateral
from shopping center to pay operating expenses, thereby “preserv[ing] the base that generates the
income stream,” provided adequate protection to the secured creditor).

31.  The Prepetition Secured Parties have consented to the Debtors use of Cash
Collateral in accordance with the Interim Order. As part of that agreement, the Debtors have
agreed to provide the Prepetition Secured Parties with adequate protection to protect against the
postpetition diminution in value of the Cash Collatera resulting from the use, sale, or lease of the
Cash Collateral by the Debtors and the imposition of the automatic stay. The proposed adequate
protection package includes the payment of postpetition interest, replacement liens and
superpriority claims under section 507(b) of the Bankruptcy Code, payment of professional fees
and expenses, certain administrative fees, and continued access to information and financial
reporting, among other things, all of which are standard and customary for a case of this size and
nature. The proposed adequate protection obligations are sufficient to protect the Prepetition
Secured Parties from diminution in value to the Cash Collateral.

32. The Debtors provision of the adequate protection obligations is necessary to
protect against diminution in value, asrequired by sections 363(c)(2) and 363(e) of the Bankruptcy

Code. The Debtors provision of the adequate protection obligations is also fair and appropriate
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under the circumstances of the chapter 11 cases to ensure the Debtors are able to continue using
the Cash Collateral, subject to the terms and limitations set forth in the Interim Order, for the
benefit of all partiesin interest and their estates.®

[I1.  The Scope of the Carve Out is Appropriate.

33.  The proposed adequate protection is subject to the Carve Out contained in the
Orders. Without the Carve Out, the Debtors and other partiesin interest may be deprived of certain
rights and powers because the services for which professionals may be paid in these chapter 11
cases would be restricted. See In re Ames Dep’'t Stores, Inc., 115 B.R. 34, 40 (Bankr. S.D.N.Y.
1990) (observing that courts insist on carve outs for professionals representing parties in interest
because “[a]bsent such protection, the collective rights and expectations of all parties-in-interest
are sorely prgjudiced”). The Carve Out does not directly or indirectly deprive the Debtors estates
or other parties in interest of possible rights and powers. Additionally, the Carve Out protects
against administrative insolvency during the course of these chapter 11 cases by ensuring that
assets remain for the payment of the Clerk of the Court or U.S. Trustee fees and professional fees
of the Debtors and a statutory committee.

V. TheAutomatic Stay Should Be Modified on a Limited Basis.

34.  The proposed Interim Order provides that the automatic stay provisions of
section 362 of the Bankruptcy Code will be modified and vacated to the extent necessary to
(a) implement the terms and conditions of the Interim Order and the transactions contemplated
thereby and (b) authorize the Administrative Agent or the other Prepetition Secured Parties to

retain and apply any applicable payments under the Interim Order; provided that during the Default

®  Pursuant to the Orders, the Prepetition Secured Parties are permitted to seek additional adequate protection in
accordance with the terms thereof.
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Notice Period, unless otherwise ordered by the Court, the automatic stay remainsin effect, and the
Debtors shall be entitled to continue to use Cash Collateral in accordance with the terms of the
Interim Order.

35.  The Debtors have determined, in an exercise of their business judgment, that such
stay modification is appropriate under the circumstances, in the context of anegotiated, consensual
cash collateral order. Further, stay modifications of this kind are ordinary, and are reasonable and
fair under the circumstances of these chapter 11 cases.

V. Interim Relief Should be Granted.

36. Bankruptcy Rules 4001(b) and 4001(c) provide that afinal hearing on a motion to
use cash collateral pursuant to section 363 of the Bankruptcy Code may not be commenced earlier
than 14 days after the service of such motion. Upon request, however, the Court may conduct a
preliminary, expedited hearing on the motion and authorize the use of cash collateral to the extent
necessary to avoid immediate and irreparable harm to a debtor’s estate. See Bankruptcy Rule
4001(b)(2). Section 363(c)(3) of the Bankruptcy Code authorizes the court to conduct a
preliminary hearing and to authorize the use of cash collateral “if there is a reasonable likelihood
that the [debtor] will prevail at the final hearing under [section 363(e) of the Bankruptcy Code].”
11 U.S.C. 8363(c)(3). Furthermore, the Complex Case Procedures provide that “on motion by
the debtors, a hearing will routinely be conducted within three business days to consider . . . cash
collateral use.” Complex Case Procedures, 1 3.A.

37.  The Debtorsrequest that the Court hold and conduct a hearing to consider entry of
the Interim Order authorizing the Debtors, from and after entry of the Interim Order until the Final
Hearing, to access Cash Collateral as needed and on the terms provided in the proposed Interim
Order. The Debtors require such access prior to the Final Hearing and entry of the Final Order for

the various reasons discussed above, including to ensure they have the necessary liquidity to
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continue operating, facilitate an orderly wind-down if necessary, to pay their administrative
expenses, and to implement the relief requested in the Debtors other “first day” motions. This
relief will enable the Debtorsto preserve and maximize value and, therefore, avoid immediate and
irreparable harm and prejudiceto their estatesand all partiesin interest, pending the Final Hearing.
See Coulombe Decl. T 9. In addition, the Budget establishes that the Debtors use of Cash
Collateral will not prejudice the Prepetition Secured Parties.

38.  Inlight of the foregoing, the Debtors have satisfied the requirements of Bankruptcy
Rule 4001(b) and (c) to support immediate access to Cash Collateral pending the entry of the Final
Order, and request that the Court grant the relief requested herein and authorize the immediate use
of the Cash Collatera pursuant to the terms and conditions set forth in the Interim Order.

Request for Final Hearing

39. Pursuant to Bankruptcy Rules 4001(b)(2) and 4001(c)(2), the Debtors request that
the Court set a date for the Final Hearing that is as soon as practicable and not later than 45 days
after the Petition Date, and fix the time and date prior to the Final Hearing for parties to file
objections to the entry of the Final Order.

Emergency Consider ation

40. Pursuant to Bankruptcy Rule 6003, which empowers a court to grant relief within
the first twenty-one days after the commencement of a chapter 11 case “to the extent that relief is
necessary to avoid immediate and irreparable harm,” and Local Rule 9013-1(i), the Debtors request
emergency consideration of thisMotion. The Debtors believe an immediate and orderly transition
into chapter 11 iscritical to the viability of their operations and that any delay in granting the relief
requested could hinder the Debtors operations and cause irreparable harm. Furthermore, the
failure to receive the requested relief during the first twenty-one days of these chapter 11 cases

would severely disrupt the Debtors operations at this critical juncture and imperil the Debtors
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restructuring. Accordingly, the Debtors submit that they have satisfied the “immediate and
irreparable harm” standard of Bankruptcy Rule 6003 and, therefore, request that the Court approve
the relief requested in this Motion on an emergency basis.

Waiver of Bankruptcy Rule 6004(a) and 6004(h)

41.  To implement the foregoing successfully, the Debtors request that the Court enter
an order providing that notice of the relief requested herein satisfies Bankruptcy Rule 6004(a) and
that the Debtors have established cause to exclude such relief from the fourteen-day stay period
under Bankruptcy Rule 6004(h).

Notice

42.  The Debtors will provide notice of this Motion to: (@) the U.S. Trustee for the
Southern District of Texas; (b) the holders of thefifty largest unsecured claims against the Debtors
(on a consolidated basis); (c) counsel to the Prepetition Agents; (d) the United States Attorney’s
Office for the Southern District of Texas; (€) the Internal Revenue Service; (f) the United States
Securities and Exchange Commission; (g) the state attorneys general for states in which the
Debtors conduct business; and (h) any party that has requested notice pursuant to Bankruptcy Rule
2002. The Debtors submit that, in light of the nature of the relief requested, no other or further

notice need be given.

[Remainder of page intentionally left blank.]
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WHEREFORE, the Debtors request that the Court enter the Interim Order and grant such
other and further relief asis appropriate under the circumstances.

Houston, Texas

May 11, 2020
/s/ Matthew D. Cavenaugh
JACKSON WALKERL.L.P. KIRKLAND & ELLISLLP
Matthew D. Cavenaugh (TX Bar No. 24062656) KIRKLAND & ELLISINTERNATIONAL LLP
Jennifer F. Wertz (TX Bar No. 24072822) Joshua A. Sussberg, P.C. (pro hac vice pending)
Kristhy M. Peguero (TX Bar No. 24102776) Neil E. Herman (pro hac vice pending)
VeronicaA. Polnick (TX Bar No. 24079148) 601 Lexington Avenue
1401 McKinney Street, Suite 1900 New York, New Y ork 10022
Houston, Texas 77010 Telephone: (212) 446-4800
Telephone: (713) 752-4200 Facsimile: (212) 446-4900
Facsimile: (713) 752-4221 Email: joshua.sussherg@kirkland.com
Email: mcavenaugh@jw.com neil.herman@kirkland.com
jwertz@jw.com
kpeguero@jw.com -and-

vpolnick@jw.com

Joshua M. Altman (pro hac vice pending)
Proposed Co-Counsel to the Debtors 300 North LaSalle Street
and Debtors in Possession Chicago, lllinois 60654

Telephone: (312) 862-2000

Facsimile: (312) 862-2200

Email: josh.atman@kirkland.com

Proposed Co-Counsel to the Debtors
and Debtorsin Possession



Certificate of Service

| certify that on May 11, 2020, | caused a copy of the foregoing document to be served
by the Electronic Case Filing System for the United States Bankruptcy Court for the Southern
District of Texas.

Matthew D. Cavenaugh

Matthew D. Cavenaugh



INTHE UNITED STATESBANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

X
Inre Chapter 11
STAGE STORES, INC,, et aI.,l I: Case No. 20-32564 (DRJ)
Debtors. (Joint Administration Requested)
x

AGREED INTERIM ORDER () AUTHORIZING USE OF CASH COLLATERAL AND
AFFORDING ADEQUATE PROTECTION, (I1) MODIFYING THE AUTOMATIC STAY,
(1) SCHEDULING A FINAL HEARING, AND (1V) GRANTING RELATED RELIEF

This matter coming before this Court on the Debtors' Motion Seeking Entry of Interim and Final

Orders (I) Authorizing Use of Cash Collateral and Affording Adequate Protection, (11) Modifying the

Automatic Stay, (I11) Scheduling A Final Hearing, and (IV) Granting Related Relief (the Motion")z. The

Motion requests the entry of interim and final orders:

@ authorizing the Debtors' use of Cash Collateral (as defined below) and granting
adequate protection to the Prepetition Agents, the Prepetition Lenders (each as defined below) in
respect of their rights under the Prepetition Financing Documents (as defined below), as applicable,
and their interests in the Prepetition Collatera (as defined below) pursuant to sections 105, 361,
362, 363 and 507 of the Bankruptcy Code with respect to any diminution in value of such rights
and interests on and after the Petition Date (as defined below);

(b vacating and modifying the automatic stay arising under section 362 of the
Bankruptcy Code in accordance with the provisions hereof to the extent necessary to implement
and effectuate the terms and provisions of this Interim Order;

(© scheduling a final hearing (the “Final Hearing”) pursuant to Bankruptcy Rule
4001(b)(2) to be held before this Court to consider entry of an order authorizing and granting the
relief requested in this Stipulation and Agreed Order on afinal basis (the “Final Order”); and

(d) granting certain related relief.

The Court having considered the relief provided for in this Stipulation and Agreed Order

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Stage Stores, Inc. (6900) and Specialty Retailers, Inc. (1900). The Debtors service address is:
2425 West Loop South, Houston, Texas 77027.

Capitalized terms used shall have the meanings ascribed to them in the Motion or as defined herein.



(this“Interim Order”), the Declaration of Elaine D. Crowley, Chief Restructuring Officer of Stage Stores

Inc., in Support of Debtors’ Chapter 11 Petitions and First Day Motions (the “First Day Declaration”), the

Declaration of Sephen Coulombe, Managing Director of The Berkeley Research Group, in Support of
Debtors Cash Collateral Motion submitted in support of the Motion, the other filings and pleadingsin the

above-captioned consolidated chapter 11 cases (each individually a “Chapter 11 Case” and collectively,

the “Chapter 11 Cases’), and the evidence submitted or adduced and the arguments of counsel made at an

interim hearing held before the Court on May 11, 2020 (the “Interim Hearing”); and notice of the Interim
Hearing having been given in accordance with Bankruptcy Rules 2002, 4001(b)(c), and (d), and 9014; and
the Interim Hearing to consider the interim relief requested herein having been held and concluded; and all
objections, if any, to the interim relief requested herein having been withdrawn, resolved, or overruled by
the Court; and it appearing to the Court that granting the relief set forth herein is necessary to avoid
immediate and irreparable harm to the Debtors and their estates pending a Final Hearing, and otherwise is
fair and reasonable, in the best interests of the Debtors, their estates, and their creditors and equity holders,
and essential for the continued operation of the Debtors' remaining businesses; and after due deliberation
and consideration, and for good and sufficient cause appearing therefor.

BASED UPON THE RECORD ESTABLISHED AT THE INTERIM HEARING BY THE

DEBTORS, INCLUDING THE SUBMISSIONS AND FIRST DAY DECLARATION AND
REPRESENTATIONS OF COUNSEL, THE COURT HEREBY MAKES THE FOLLOWING

FINDINGS OF FACT AND CONCLUSIONS OF LAW:®

A. Petition Date. On May 10, 2020 (the “Petition Date"), each of the Debtors filed voluntary
petitions under chapter 11 of Title 11, United States Code, 11 U.S.C. 88 101, et seg. (the “Bankruptcy
Code") in the United States Bankruptcy Court for the Southern District of Texas (Houston Division)

(the “Bankruptcy Court” or this “Court”). The Debtors continue to operate their businesses and manage

their properties as debtors in possession pursuant to sections 1107 and 1108 of the Bankruptcy Code.

3 The findings and conclusions set forth herein constitute the Bankruptcy Court’s findings of fact and
conclusions of law pursuant to Bankruptcy Rule 7052. To the extent any findings of fact constitute
conclusions of law, they are adopted as such. To the extent any conclusions of law constitute findings of
fact, they are adopted as such.



B. Jurisdiction and Venue. This Court has core jurisdiction over these Chapter 11 Cases, the

relief provided for under this Stipulation and Agreed Order, and the parties and property affected hereby
pursuant to 28 U.S.C. sections 157(b) and 1334. Venue is proper before this Court pursuant to 28 U.S.C.
sections 1408 and 1409. The statutory bases for the relief set forth in this Interim Order are sections 105,
361, 362, 363 and 507 of the Bankruptcy Code, Bankruptcy Rules 2002 and 4001 and Local Bankruptcy
Rules 1075-1, 4002-1 and 9013-1.

C. Notice. Upon the record presented to the Court at the Interim Hearing, and under the
exigent circumstances set forth therein, notice of the relief requested in this Interim Order has been provided
in accordance with Bankruptcy Rules 4001(b) and 4001(c)(1) to (a) the United States Trustee for the
Southern District of Texas (the “U.S. Trustee”); (b) the entities listed on the consolidated list of creditors
holding the 50 largest unsecured claimsfiled pursuant to Bankruptcy Rule 1007(d); (c) the Internal Revenue
Service; (d) Wells Fargo Bank, National Association, in its capacity as Administrative Agent (as defined
below) and Collateral Agent; (€) Wells Fargo Bank, National Association, in its capacity as Term Agent
(as defined below); (f) al parties known to the Debtors who hold any liens or security interests in the
Debtors' assets who have filed UCC-1 financing statements against the Debtors; (g) the United States
Attorney for the Southern District of Texas; (h) the Internal Revenue Service; (i) the state attorneys genera
for all states in which the Debtors conduct business; (j) the United States Securities and Exchange
Commission and (k) all parties who have filed a notice of appearance and request for service of papers
pursuant to Bankruptcy Rule 2002 (collectively, the “Notice Parties’), which notice was appropriate under
the circumstances and sufficient for the Motion, and the entry of this Interim Order; and no further notice
of, or hearing on, the entry of this Interim Order is necessary or required.

D. Creditors Committee. Asof the date hereof, the U.S. Trustee has not appointed an official

committee of unsecured creditors (a“ Committee”) in accordance with Bankruptcy Code section 1102.

E. The Debtors Stipulations as to Prepetition Secured Debt. Subject only to the limitations

contained in Paragraph 17(b) of this Interim Order, the Debtors, for themselves, their estates and all



representatives of such estates, admit, stipulate, acknowledge and agree (collectively, the“Debtors
Stipulations’) as follows:

(i)  CashCollateral. Any and al cash of the Debtors, including cash and other amounts on
deposit or maintained in any bank account or accounts of the Debtors and any amounts generated by the
collection of accounts receivable, the sale of inventory, or other disposition of the Collateral (as defined
below) existing as of the Petition Date or arising or acquired after the Petition Date, together with all
proceeds of any of the foregoing, is cash collateral within the meaning of section 363(a) of the Bankruptcy
Code (collectively, the “ Cash Collateral”) of the Prepetition Agents (defined below). For the avoidance of
doubt, Cash Collateral includes any proceeds from the sale of inventory or any other Collateral (as defined
below). Pursuant to section 363(c)(2) of the Bankruptcy Code, the Debtors are not able to use Cash
Collateral without the Prepetition Agents' consent or this Court’ s authorization after notice and a hearing.
The Prepetition Agents are willing to consent to the Debtors' use of the Cash Collateral, expressly limited
to, and conditioned upon, the terms and conditions specified in this Interim Order.

(i)  Prepetition Credit Facility. Pursuant to that certain (A) Second Amended and Restated

Credit Agreement, first dated as of October 6, 2014 (as may be amended, modified, restated, or

supplemented and in effect from time-to-time, the “ Prepetition Credit Agreement”), by and among (1) the

Debtors that comprised the “Loan Parties’ thereunder, (2) Wells Fargo Bank, National Association, as

administrative agent and collateral agent (in such capacity, the “Administrative Agent”), (3) the other

“Revolving Loan Lenders’ party thereto (as defined in the Prepetition Credit Agreement), (4) Wells Fargo
Bank, National Association, asterm loan agent (in such capacity, the “ Term Agent”; and together with the

Administrative Agent the “Prepetition Agents’), and (4) the Term Loan Lenders party thereto (the “Term

Lenders’, and together with the Revolving Loan Lenders the “Prepetition Lenders’; and the Prepetition

Agents, Prepetition Lenders and the “Credit Parties’ under and as defined in the Prepetition Credit

Agreement are collectively the “Prepetition Secured Parties’), and (B) all other agreements, documents,

notes, certificates, and instruments executed and/or delivered with, to, or in favor of Prepetition Secured

Parties, including, without limitation, control agreements, mortgages, security agreements, guaranties, and
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UCC financing statements and all other related agreements, documents, notes, certificates, and instruments
executed and/or delivered in connection therewith or related thereto (as amended, modified or

supplemented and in effect, collectively, the “ Prepetition Financing Documents”), the Prepetition Secured

Parties provided revolving and term |oan credit facilities to the Debtorsin the maximum committed amount
of $250,000,000 and $47,400,000, respectively.

(iii)  Prepetition Obligations. (a) As of the Petition Date, the Debtors, without defense,

counterclaim, or offset of any kind, werejointly and severally indebted and liable to the Prepetition Agents
and Prepetition Lenders under the Prepetition Financing Documents (A) in an aggregate principal amount
not less than $232,101,725.02, consisting of: (1) Revolving Loans (as defined in the Prepetition Credit
Agreement) in the aggregate principal amount of $177,933,961.02, (2) Letters of Credit (as defined in the
Prepetition Credit Agreement) in the aggregate undrawn face amount of $6,767,764, (3) Term Loans (as
defined in the Prepetition Credit Agreement) in the aggregate principal amount of $47,400,000, plus (B) al
interest accrued and accruing under the Prepetition Financing Documents at the default rate, together with
al costs, fees, expenses (including attorneys feesand legal expenses) and all other Obligations (as defined
in the Prepetition Credit Agreement) accrued, accruing or chargeable in respect thereof or in addition
thereto, plus (C) certain secured lease obligations owing to affiliates of the Lendersin an aggregate amount

of $387,943.77 ((A)-(C) collectively the “ Prepetition Obligations”).

(b) The Prepetition Obligations and the Prepetition Financing Documents constitute
the legal, valid, binding and non-avoidable obligations and agreements of the Debtors, enforceable in
accordance with their terms. The Prepetition Obligations constitute allowed secured claims under sections
502 and 506(a) of the Bankruptcy Code. The Prepetition Obligations, the Prepetition Liens (defined below),
and all payments made to the Prepetition Agents or applied to the Prepetition Obligations owing under the
Prepetition Financing Documents prior to the Petition Date are not subject to avoidance, recharacterization,
recovery, subordination, attack, offset, counterclaim, defense, or “claim” (as defined in the Bankruptcy

Code) of any kind, nature or description pursuant to the Bankruptcy Code or other applicable law.



(iv)  Prepetition Liens and Security Interests. (a) Pursuant to the Prepetition Credit

Agreement and other Prepetition Financing Documents, each Debtor that comprised a “Loan Party”
thereunder granted senior liens upon and security interests in substantialy al of such Debtor’'s assets

(collectively, the “Prepetition Collateral”) to the Administrative Agent for the benefit of itself and the

Prepetition Secured Parties as security for the Prepetition Obligations (collectively, the “Prepetition
Liens’).

(b) The Prepetition Liens granted to the Administrative Agent for the benefit of itself
and the Prepetition Secured Parties in the Prepetition Collateral pursuant to and in connection with the
Prepetition Financing Documents, including, without limitation, all security agreements, pledge
agreements, mortgages, deeds of trust, deposit account control agreements and other security documents
executed by any of the Debtors in favor of the Administrative Agent, (1) are valid, binding, perfected,
enforceable and non-avoidable first-priority liens and security interests in the Debtors' assets, (2) are not
subject, pursuant to the Bankruptcy Code or other applicable law, to avoidance, recharacterization,
recovery, subordination, attack, offset, counterclaim, defense, or “claim” (as defined in the Bankruptcy
Code) of any kind, (3) are subject and/or subordinate only to valid, perfected, and unavoidable senior
priority liens and security interests existing as of the Petition Date securing valid, binding and unavoidable
debt permitted under the Prepetition Financing Documents, and (4) constitute the legal, valid, and binding
obligation of the Debtors, enforceable in accordance with the terms of the applicable Prepetition Financing
Documents.

(v) No Claims Against Prepetition Agents or Prepetition Secured Parties. Subject to

paragraphs 17(b) and 21 hereof, the Debtors hold no valid or enforceable “claims’ (as defined in the
Bankruptcy Code), counterclaims, causes of action, defenses, or setoff rights of any kind against the
Prepetition Agents, the Prepetition Secured Parties, and/or the Prepetition Collateral. Subject to paragraph
21 hereof, each Debtor hereby forever waives and releases any and all “claims’ (as defined in the
Bankruptcy Code), counterclaims, causes of action, defenses, or setoff rights against the Prepetition Agents

and the Prepetition Secured Parties, and each of their respective officers, directors, employees, agents,
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sub-agents, attorneys, consultants, advisors and affiliates and the Prepetition Collateral, whether arising at
law or in equity, under tort (including lender liability) or contract, including recharacterization,
subordination, avoidance, or other claim arising under or pursuant to section 105 or chapter 5 of the
Bankruptcy Code or under any other similar provisions of applicable state or federal law.

F. Necessity for Relief Requested; Immediate and Irreparable Harm. The Debtors requested

entry of this Interim Order pursuant to Bankruptcy Rule 4001(b)(2) on the terms described herein. The
Debtors have an immediate need to use the Cash Collateral to, among other things, preserve and maximize
the value of the assets of each Debtor’ s bankruptcy estate (as defined under section 541 of the Bankruptcy
Code, the “Estate”) in order to maximize the recovery to all creditors of each Debtor’ s Estate, absent which
immediate and irreparable harm will result to the Debtors, their Estates, and their stakeholders. Absent the
Debtors' ability to use Cash Collateral, the Debtors would not have sufficient available sources of working
capital or financing and would be unable to pay their payroll and other operating expenses, or maintain their
assets to the detriment of their Estates and creditors. Accordingly, the relief requested and the terms set
forth herein are (i) critical to the Debtors ability to maximize the value of the Estates, (ii) in the best
interests of the Debtors and their Estates, and (iii) necessary, essential, and appropriate to avoid immediate
and irreparable harm to the Debtors and the Debtors' Estates, stakehol ders, assets, goodwill, reputation, and
employees.

G. Adequate Protection. Each of the Prepetition Agents and Prepetition Lenders are entitled

to the adequate protection provided in this Interim Order as and to the extent set forth herein pursuant to
sections 361, 362 and 363 of the Bankruptcy Code. Based on the record presented to the Court, the terms
of the proposed adeguate protection arrangements and of the use of the Collateral (as defined below),
including the Cash Collateral, are fair and reasonable, reflect the Debtors prudent exercise of business
judgment and constitute reasonably equivalent value and fair consideration for the use of Cash Collateral.
Each of the Prepetition Agents and Prepetition Secured Partiesreservestheright to seek additional adequate
protection beyond the adequate protection provided in this Interim Order, and nothing in this Interim Order

or otherwise shall be deemed or construed to limit, impair or otherwise prejudice any of the Prepetition
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Agents and/or the Prepetition Secured Parties' rights to seek and/or obtain such other or additional
adequate protection or any other relief.

H. Section 506(c) and 552(b). Subject to entry of the Final Order only, in consideration for

the Prepetition Agents’ and Prepetition Secured Parties' agreement to subordinate the Adequate Protection
Superpriority Claim, the Adequate Protection Replacement Lien, and the Prepetition Liens, as applicable,
on the Prepetition Collateral to fund the Budget (as defined below) and the Carve-Out (as defined below),
in each case solely to the extent set forth in this Interim Order, the Prepetition Agents and the Prepetition
Secured Parties are entitled to the benefits of awaiver of the provisions of Section 506(c) of the Bankruptcy
Code and any “equities of the case” claims under section 552(b) of the Bankruptcy Code.

l. Good Cause. Good cause has been shown for immediate entry of this Interim Order, and
the entry of this Interim Order is in the best interests of the Debtors, the Estates and their stakeholders.
Among other things, the relief granted herein will minimize disruption of the Debtors' business and permit
the Debtors to meet payroll and other expenses necessary to maximize the value of the Estates. The terms
of the Debtors' use of Cash Collateral and proposed adequate protection arrangements, as set forth in this
Interim Order, are fair and reasonabl e under the circumstances, and reflect the Debtors exercise of prudent
business judgment consistent with their fiduciary duties.

J. Good Faith. The Debtors' use of Cash Collateral in accordance with the terms hereof has
been negotiated in good faith and at arms’ length among the Debtors and the Prepetition Agents, and the
consent of the Prepetition Agentsto the Debtors' use of Cash Collateral in accordance with the terms hereof
shall be deemed to have been made in “good faith.”

BASED UPON THE STIPULATED TERMS SET FORTH HEREIN, AND FINDINGS OF
FACT AND CONCLUSIONS OF LAW, IT IS HEREBY ORDERED, ADJUDGED, AND
DECREED:

1. Relief Granted. The relief requested in the Motion is GRANTED to the extent provided
herein. Any objection to entry of this Interim Order, to the extent not withdrawn, waived or resolved, is

hereby overruled.



2. Authorization to Use Cash Collateral. The Debtors are authorized on an interim basis to

use Cash Collateral solely in accordance with and to the extent set forth in the Budget and this Interim
Order during the period commencing on the date of this Interim Order through the Termination Date (as

defined below) (the  Cash Collateral Period”), in an amount not to exceed at any time the aggregate amount

of disbursements projected in the “Total Disbursements’ line item of the Budget from the Petition Date
through the applicable date of measurement, subject to any applicable Permitted Variance (as defined

below) (the “Cash Collateral Limit").

3. Budget.

@ The Debtors may use Cash Collateral during the Cash Collateral Period up to the
Cash Collateral Limit only to pay the amount (subject to the Permitted Variances) and type of expenses set
forth in the cash collateral budget attached as Exhibit 1 hereto (as the same may be updated from time to
time with the prior written consent (which writing may be in e-mail) of the Prepetition Agents, the
“Budget”) during the periods covered by the Budget in which such expenses are projected to be paid, subject
to the Permitted Variance.

(b) Not later than 3:00 p.m. (Eastern time) on the Tuesday of each week commencing
on June 2, 2020, the Debtors shall furnish to the Prepetition Agents a weekly report (the “Budget

Compliance Report”) that sets forth as of the preceding Saturday of each such week, for the prior week and

on a cumulative basis from the Petition Date through the third (3rd) full week after the Petition Date and
then on a rolling three (3) week basis at all times thereafter (each such period referred to herein as a

“Measurement Period”), the actual results for the following line items set forth in the Budget: (i) “Total

Receipts’; (ii) “Total Operating Disbursements’; (iii) “Total Non-Operating Disbursements’; (iv) “Net
Cash Flow”; and (v) “Professional Fees’.

(© The Debtors hereby covenant and agree that (i) the actua amount of “Total
Receipts’ for any Measurement Period, shall not be less than eighty percent (80%) of the amount projected
in the “Total Receipts’ line item of the Budget for such Measurement Period; (ii) the actual amount of

“Total Operating Disbursements’ for any Measurement Period, shall not be more than one hundred and ten
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percent (110%) of the amount projected in the “Total Operating Disbursements’ line item of the Budget
for such Measurement Period; (iii) the actual amount of “Total Non-Operating Disbursements’ for any
Measurement Period, shall not be more than one hundred and ten percent (110%) of the amount projected
in the “Total Non-Operating Disbursements’ line item of the Budget for such Measurement Period; and
(iv) the actual amount of “Professional Fees’ for any Measurement Period, shall not be more than one
hundred and ten percent (110%) of the amount projected in the “Professional Fees’ lineitem of the Budget
for such Measurement Period (provided that nothing herein shall operate as a limitation on the amount of
professional fees payable by the Debtors); provided, that in all circumstances, savings in any one
Measurement Period may be carried over for use in subsequent Measurement Periods (individually and

collectively, the “Permitted Variance”).

(d) The Prepetition Agents may, in their sole discretion, agree in writing (which
writing may bein e-mail) to the use of the Cash Collateral (i) in amanner or amount which does not conform
to the Budget (other than Permitted Variances) (each such approved non-conforming use of Cash Collateral,

a “Non-Conforming Use”) or (ii) for a period following the Termination Date pursuant to paragraph 5 of

this Interim Order (such period, the “ Subsequent Budget Period”). If such written consent is given, the

Debtors shall be authorized pursuant to this Interim Order to expend Cash Collateral for any such Non-
Conforming Use or any such Subsequent Budget Period in accordance with a subsegquent Budget (a

“ Subsequent Budget”) without further Court approval, and the Prepetition Agents and Prepetition Lenders

shall be entitled to al of the protections specified in this Interim Order for any such use of Cash Collateral;
provided, that each such permitted Non-Conforming Use shall be deemed a modification to the Budget for
all testing purposes. The Debtors shall provide notice of any Non-Conforming Use, Subsequent Budget
Period and Subsequent Budget to the U.S. Trustee and the Committee.

(e Notwithstanding the foregoing to the contrary, all amounts payable by the Debtors

to Gordon Brothers Retail Partners, LLC (the “Consultant”) pursuant to that certain Master Consulting

Agreement dated as of May 2, 2019 (as amended, the “GB Consulting Agreement”), between the Debtors

and the Consultant may be paid by the Debtors from Gross Proceeds (as defined in the GB Consulting
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Agreement) as provided in the GB Consulting Agreement, and shall not be reduced or capped by the terms
or conditions of the Budget or this Interim Order.
4, Carve-Out.

@ Carve-Out. Asused inthisInterim Order, the” Carve Out” meansthe sum of (i) all
feesreguired to be paid to the Clerk of the Court and to the Office of the United States Trustee under section
1930(a) of title 28 of the United States Code plusinterest at the statutory rate (without regard to the notice
set forth in (iii) below); (ii) al reasonable fees and expenses up to $50,000 incurred by a trustee under
section 726(b) of the Bankruptcy Code (without regard to the notice set forth in (iii) below); (iii) to the
extent allowed at any time, whether by interim order, procedural order, or otherwise, all unpaid fees and

expenses (the “ Allowed Professional Fees’) incurred by persons or firms retained by the Debtors pursuant

to section 327, 328, or 363 of the Bankruptcy Code (the “Debtor Professionals’) and the Creditors

Committee pursuant to section 328 or 1103 of the Bankruptcy Code (the “ Committee Professionals’ and,

together with the Debtor Professionals, the “Professional Persons’) at any time before or on the first

business day following delivery by the Administrative Agent -- or, following the Payment in full of all
Obligations (as defined in the Prepetition Credit Agreement) owing to the Administrative Agent and
Revolving Loan Lenders, by the Term Agent — of a Carve Out Trigger Notice (as defined below), whether
allowed by the Court prior to or after delivery of aCarve Out Trigger Notice; and (iv) Allowed Professional
Fees of Professional Persons in an aggregate amount not to exceed $1,000,000 incurred after the first
business day following delivery by the Administrative Agent — or, following the Payment in full of al
Obligations owing to the Administrative Agent and Revolving Loan Lenders, by the Term Agent — of the
Carve Out Trigger Notice, to the extent allowed at any time, whether by interim order, procedural order, or

otherwise (the amounts set forth in this clause (iv) being the “ Post-Carve Out Trigger Notice Cap”). For

purposes of the foregoing, “Carve Out Trigger Notice” shall mean a written notice delivered by email (or

other electronic means) by the Administrative Agent — or, following the Payment in full of all Obligations
owing to the Administrative Agent and Revolving Loan Lenders, by the Term Agent — to the Debtors,

their lead restructuring counsel, the U.S. Trustee, and counsel to the Creditors Committee, which notice
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may be delivered following the occurrence and during the continuation of a Termination Event and upon
termination of the Debtors’ right to use Cash Collateral by the Prepetition Secured Parties, as applicable,
stating that the Post-Carve Out Trigger Notice Cap has been invoked.

(b Fee Estimates. Not later than 7:00 p.m. New Y ork time on the Wednesday of each
week starting with the first full calendar week following the Petition Date, each Professional Person shall
deliver to the Debtors a statement setting forth a good-faith estimate of the amount of fees and expenses
incurred during the preceding week by such Professional Person (through Saturday of such week, the

"Caculation Date") (collectively, "Estimated Fees and Expenses'), along with a good-faith estimate of the

cumulative total amount of unreimbursed fees and expenses incurred through the applicable Calculation
Date and a statement of the amount of such fees and expenses that have been paid to date by the Debtors

(each such statement, a "Weekly Statement"); provided, that within one business day of the occurrence of

the Termination Declaration Date (as defined below), each Professional Person shall deliver one additional
statement (the "Final Statement™) setting forth a good-faith estimate of the amount of fees and expenses
incurred during the period commencing on the calendar day after the most recent Calculation Date for
which a Weekly Statement has been delivered and concluding on the Termination Declaration Date (and
the Debtors shall cause such Weekly Statement and Final Statement to be delivered on the same day
received to the Prepetition Agents). If any Professional Person fails to deliver a Weekly Statement within
three calendar days after such Weekly Statement is due, such Professional Person's entitlement (if any) to
any funds in the Carve Out Reserves (as defined below) with respect to the aggregate unpaid amount of
Allowed Professional Fees for the applicable period(s) for which such Professional Person failed to deliver
a Weekly Statement covering such period shall be limited to the aggregate unpaid amount of Allowed

Professional Feesincluded in the Budget for such period for such Professional Person.
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(© Carve Out Reserves.

(i) Commencing with the week ended June 6, 2020, and on or before the
Thursday of each week thereafter, the Debtors shall utilize all cash on hand as of such date and any available
cash thereafter held by any Debtor to fund areserve in an amount equal to the greater of (x) (i) for the week
ending June 6, 2020, the aggregate amount of all Estimated Fees and Expenses reflected in all Weekly
Statements delivered to the Debtors and the Prepetition Agents between the Petition Date and the
immediately prior Wednesday and (ii) for al weeks after the week ending June 6, 2020, the aggregate
amount of all Estimated Fees and Expensesreflected in the Weekly Statement delivered on theimmediately
prior Wednesday to the Debtors and the Prepetition Agents, and (y) (i) for the week ending June 6, 2020,
the aggregate amount of Allowed Professional Fees contemplated to be incurred in the Budget during all
prior weeks of the case and (ii) for all weeks after the week ending June 6, 2020, the aggregate amount of
Allowed Professional Fees contemplated to be incurred in the Budget during such week. The Debtors shall
deposit and hold such amountsin a segregated account in trust to pay such Allowed Professional Fees (the

“Pre-Carve Out Trigger Notice Reserve”) prior to any and all other claims, and all payments of Allowed

Professional feesincurred prior to the Termination Declaration Date shall be paid first from such Pre-Carve
Out Trigger Notice Reserve Account. Upon the foregoing funding, the Prepetition Agents and Prepetition
Lenders shall have no further obligation to fund the Pre-Carve Out Trigger Notice Reserve or subordinate
their liens and claims on account of any Allowed Professional Fees incurred through the Calculation Date
for the most recent Weekly Statement delivered in accordance with Paragraph 4(b) above.

(i)  Ontheday onwhichaCarve Out Trigger Noticeisgiven by the Administrative
Agent — or, following Payment in full of the Obligations owing to the Administrative Agent and Revolving
Loan Lenders, by the Term Agent — to the Debtors with a copy to counsel to the Committee (the

“Termination Declaration Date”), the Carve Out Trigger Notice shall constitute a demand to the Debtorsto

4 For the avoidance of doubt, should the Prepetition Agent or Administrative Agent deliver a Carve Out Trigger
Notice prior to this date, the Debtors shall utilize all cash on hand to fund areserve in an amount equal to the then
unpaid amounts of the Allowed Professional Fees and any other reserves contemplated by this Interim Order.
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and the Debtors shall utilize all cash on hand as of such date and any available cash thereafter held by any
Debtor to fund (A) the Pre-Carve Out Trigger Notice Reserve Account in an amount equal to the aggregate
amount of al Estimated Fees and Expenses reflected in the Final Reports delivered to Debtors,
Administrative Agent, and Term Agent plus the amounts set forth in (a)(i) and (a)(ii) of this paragraph
above, and (B) after funding the Pre-Carve Out Trigger Notice Reserve Account, a reserve in an amount

equal to the Post-Carve Out Trigger Notice Cap (the“ Post-Carve Out Trigger Notice Reserve” and, together

with the Pre-Carve Out Trigger Notice Reserve, the” Carve Out Reserves’) prior to any and all other claims.

Upon the foregoing funding, the Prepetition Agents and Prepetition Lenders shall have no further obligation
to fund the Pre-Carve Out Trigger Notice Reserve or Post-Carve Out Trigger Notice Reserve or subordinate
their liens and claims on account of any Allowed Professional Fees.

(d) Application of Carve Out Reserves. All fundsinthe Pre-Carve Out Trigger Notice

Reserve shall be used first to pay the obligations set forth in clauses (i) through (iii) of the definition of

Carve Out set forth above (the “ Pre-Carve Out Trigger Amounts”), but not, for the avoidance of doubt, the

Post-Carve Out Trigger Notice Cap, until paid in full, and then, to the extent the Pre-Carve Out Trigger
Notice Reserve has not been reduced to zero, to pay, (x) first the Administrative Agent for the benefit of
itself and the Prepetition Secured Parties until all Obligations owing to them are Paid in Full, and (y) then
any excess shall be paid to the Debtors' creditors in accordance with their rights and priorities as of the
Petition Date. All funds in the Post-Carve Out Trigger Notice Reserve shall be used first to pay the
obligations set forth in clause (iv) of the definition of Carve Out set forth above (the “Post-Carve Out

Trigger Amounts’), and then, to the extent the Post-Carve Out Trigger Notice Reserve Account has not

been reduced to zero, to pay (x) first the Administrative Agent for the benefit of itself and the Prepetition
Secured Parties until all Obligations owing to them are Paid in Full, and (y) then any excess shall be paid
to the Debtors creditors in accordance with their rights and priorities as of the Petition Date.
Notwithstanding anything to the contrary in the Prepetition Financing Documents, or this Interim Order, if
either of the Carve Out Reservesis not funded in full in the amounts set forth in this Paragraph 4(c), then,

any excess funds in one of the Carve Out Reserves following the payment of the Pre-Carve Out Trigger
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Amounts and Post-Carve Out Trigger Amounts, respectively, shall be used to fund the other Carve Out
Reserve, up to the applicable amount set forth in this Paragraph 4(d), prior to making any payments to the
Administrative Agent, the Term Agent, or any of the Debtors' creditors, as applicable. Notwithstanding
anything to the contrary in the Prepetition Financing Documents or this Interim Order, following delivery
of aCarve Out Trigger Notice, the Administrative Agent and the Term Agent shall not sweep or foreclose
on cash (including cash received as a result of the sale or other disposition of any assets) of the Debtors
until the Post-Carve Out Trigger Notice Reserve has been fully funded unless the proceeds of such sweep
or foreclosure are applied immediately to fund the Carve-Out Reserves. Further, notwithstanding anything
to the contrary in this Interim Order, (i) the failure of the Carve Out Reserves to satisfy in full the Allowed
Professional Fees shall not affect the priority of the Carve Out, and (ii) in no way shall the Budget, Carve
Out, Post-Carve Out Trigger Notice Cap, Carve Out Reserves, or any of the foregoing be construed as a
cap or limitation on the amount of the Allowed Professional Fees due and payable by the Debtors. For the
avoidance of doubt and notwithstanding anything to the contrary in this Interim Order or in any Prepetition
Financing Documents, the Carve Out shall be senior to al liens and claims securing the Prepetition
Collateral, the Adequate Protection Replacement Lien (defined below), and the Adequate Protection
Superpriority Claim, and any and all other forms of adequate protection, liens, or claims securing the
Prepetition Obligations solely to the extent provided herein.

(e Payment of Allowed Professional Fees Prior to the Termination Declaration

Date. Any payment or reimbursement made prior to the occurrence of the Termination Declaration Date
in respect of any Allowed Professional Fees shall not reduce the Carve Out; provided that, upon the funding
in of the Carve Out Reserves in accordance with Paragraph 4(c) above, the Prepetition Agents and
Prepetition Lenders shall have no further obligation to fund the Pre-Carve Out Trigger Notice Reserve

Account on account of any Allowed Professional Fees incurred through the Calculation Date for the most
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recent Weekly Statement delivered in accordance with Paragraph 4(b) above and the liens and claims of
Prepetition Agents and Prepetition Lenders shall not be subordinated on account of any such fees.

() No Direct Obligation To Pay Allowed Professional Fees. None of the Prepetition

Agents or Prepetition Lenders shall be responsible for the payment or reimbursement of any fees or
disbursements of any Professional Person incurred in connection with the Chapter 11 Cases or any
successor cases under any chapter of the Bankruptcy Code. Nothing in this Interim Order or otherwise
shall be construed to obligate the Prepetition Agents or Prepetition Lenders, in any way, to pay
compensation to, or to reimburse expenses of, any Professional Person or to guarantee that the Debtors have
sufficient funds to pay such compensation or reimbursement.

(@ Payment of Carve Out On or After the Termination Declaration Date. Any

payment or reimbursement made on or after the occurrence of the Termination Declaration Date in respect
of any Allowed Professional Fees shall permanently reduce the Carve Out on a dollar-for-dollar basis.

(h) Nothing herein, including theinclusion of lineitemsin the Budget for Professional
Persons, shall be construed as consent to the allowance of any particular professional fees or expenses of
the Debtors, of the Committee, or of any other person or shall affect the right of the Prepetition Secured
Parties to object to the allowance and payment of such fees and expenses. Furthermore, nothing in this
Interim Order or otherwise shall be construed: (i) to obligate the Prepetition Agents in any way to pay
compensation to or to reimburse expenses of any Professional Person, or to guarantee that the Debtors have
sufficient funds to pay such compensation or reimbursement; or (ii) to increase the Carve Out if alowed
fees and/or disbursements are higher in fact than the amounts subject to the Carve Out as set forth in this
Interim Order.

5. Termination Date. Immediately upon written notice by the Administrative Agent to the

Debtors (and their counsel), the U.S. Trustee and, if appointed, any Committee, the Debtors’ authorization,
and the Prepetition Agents' consent for the Debtors, to use Cash Collateral pursuant to this Interim Order
shall terminate on the earliest to occur of the following (the earliest such date, herein defined as

the “ Termination Date”): (i) the failure of the Court to enter a Final Order in form reasonably satisfactory
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to the Prepetition Agents on or before 4:00 p.m. (Eastern time) on the day that is thirty (30) days after the
Petition Date; (ii) the entry of an order of this Court terminating the right of any Debtor to use Cash
Collateral; (iii) the dismissal of any of the Chapter 11 Cases or the conversion of any of the Chapter 11
Cases to a case under chapter 7 of the Bankruptcy Code; (iv) the appointment in any of the Chapter 11
Cases of atrustee or an examiner with expanded powers; (v) the entry of any order of the Court that avoids
or disallowsin any way the security interests, liens, priority claims or rights granted to the Administrative
Agent under the terms of this Interim Order; (vi) thisInterim Order shall cease, for any reason, to bein full
force and effect, or the Debtors shall so assert in writing, or any liens or claims created in favor of the
Administrative Agent under this Interim Order shall cease to be enforceable and of the same effect and
priority purported to be created hereby, or the Debtors shall so assert in writing (except as modified by the
Final Order); (vii) any of the Debtors challenge or object to the extent, validity, enforceability, priority,
perfection and/or non-avoidability of the Prepetition Obligations or the Administrative Agent’s security
interestsin and liens upon the Prepetition Collateral; (viii) an order of this Court shall be entered reversing,
staying, vacating or otherwise modifying this Interim Order or any provision contained herein without the
prior written consent (which writing may be in e-mail) of the Administrative Agent (except as modified by
the Final Order); (ix) the actual amount of (i) “Total Receipts’; (ii) “Total Operating Disbursements’; (iii)
“Total Non-Operating Disbursements’; and (iv) “Professional Fees’ in any Measurement Period deviates
beyond the Permitted Variance as set forth in Paragraph 3(c) from the amounts set forth in the Budget for
such Measurement Period, without, in each instance, the prior written consent (which writing may bein e-
mail) of the Prepetition Agents; (x) any Debtor failsto pay in full the Prepetition Obligationsin accordance
with the terms set forth in this Interim Order, without the prior written consent (which writing may bein e-
mail) of the Prepetition Agents; (xi) any material misrepresentation by any Debtor in the financial reporting
or certifications to be provided by the Debtors to the Prepetition Agents under this Interim Order; (xii) any
of the Debtors propose or support any plan of reorganization or sale of al or substantially all of any Debtor’s
assets or entry of any order confirming any such plan or sale that is not conditioned on the payment in full

in cash, on the effective date of such plan or sale, of al Prepetition Obligations without the prior written
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consent of the Prepetition Agents (which writing may be in e-mail); (xiii) the Debtors fail to provide any
additional adequate protection ordered by the Court and such failure shall continue unremedied for more
than three (3) business days after written notice thereof; (xiv) the Debtors' failure to satisfy any Milestone
(defined below) set forth in Paragraph 25; (xv) the indefeasible payment in full of the Prepetition
Obligations; (xvi) without the prior written consent of the Prepetition Agents (which writing may bein e-
mail), the abtaining after the Petition Date of credit or the incurring of indebtedness that is, in each case,
(A) secured by a security interest, mortgage or other lien on all or any portion of the Prepetition Collateral
that isequal or senior to any security interest, mortgage or other lien of the Administrative Agent, including,
without limitation, any Adequate Protection Replacement Lien granted hereunder, or (B) entitled to priority
administrative status that is equal or senior to that granted to the Administrative Agent herein, including,
without limitation, the Adequate Protection Superpriority Claim; (xvii) without the prior written consent
(which writing may be in e-mail) of the Prepetition Agents, the entry of an order by the Court granting
relief from or modifying the automatic stay of section 362 of the Bankruptcy Code to allow any creditor to
execute upon or enforce a lien on or security interest in (1) any inventory or (2) in any other Prepetition
Collateral that is senior to any liens or security interests of the Administrative Agent having avalue greater
than $100,000, provided, that the foregoing shall be without prejudice to any statutory lien right of any

Texas taxing authority (collectively, “TX Taxing Jurisdictions’) in respect of ad valorem property taxes

(collectively, “TX Tax Liens’); (xviii) the return by the Debtors of more than $50,000 of the Debtors'
inventory pursuant to section 546(h) of the Bankruptcy Code without the prior written consent (which
writing may be in e-mail) of the Prepetition Agents; (xix) any Debtor’s failure to perform, in any respect,
any of its material obligations under this Interim Order; (xx) the termination or resignation of Gordon
Brothers Retail Partners, LLC without the prior written consent (which writing may be in e-mail) of the
Prepetition Agents; (xxi) the termination, rescission and/or invalidation of the GB Consulting Agreement
(as defined below) without the prior written consent (not to be unreasonably withheld) of the Prepetition
Agents (which writing may be in e-mail); and/or (xxii) without the prior written consent (not to be

unreasonably withheld) of the Prepetition Agents (which writing may be in e-mail), the termination and/or
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discontinuation of the Store Closing Sales (defined below); and/or (xxiii) without the prior written consent
(which writing may be in e-mail) of the Prepetition Agents, the failure of the Debtors to indefeasibly pay

in full the Prepetition Obligations by September 11, 2020 (each of the forgoing, a“ Termination Event”).

6. Adequate Protection.

@ Adequate Protection Replacement Liens. Subject to the Carve Out, as adeguate

protection for the amount of diminution in value of itsinterestsin the Prepetition Collateral from and after
the Petition Date, including, without limitation, the aggregate amount of Cash Collateral used by any Debtor
on a dollar for dollar basis, the imposition of the automatic stay, the funding of the Carve Out, and any
other act or omission which causes diminution in the value of its interests in the Collateral (collectively,

the“Diminutionin Value”), and solely to the extent of any Diminution in Value, the Administrative Agent,

for the benefit of itself and the other Prepetition Secured Partiesis hereby granted, pursuant to sections 361
and 363 of the Bankruptcy Code, valid, binding, enforceable and perfected replacement liens upon and
security interestsin all of each Debtors' presently owned or hereafter acquired property and assets, whether
such property and assets were acquired by such Debtor before or after the Petition Date, of any kind or
nature, whether real or personal, tangible or intangible, wherever located, and the proceeds and products
thereof, including, without limitation, the proceeds from any sale, termination, or other disposition of any
leasehold interests of the Debtors (collectively, to the extent acquired after the Petition Date, the

“Postpetition Callateral”, and together with the Prepetition Collateral and the Cash Collateral, collectively,

the “ Collateral”) (the " Adequate Protection Replacement Lien”); provided, that upon the entry of the Final

Order, the Adeguate Protection Replacement Lien shall attach to property recovered as aresult of transfers
or obligations avoided or actions maintained or taken pursuant to sections 542, 544, 545, 547, 548, 549,

550, 551, 552 and 553 of the Bankruptcy Code, provided, further, that the Adequate Protection Replacement

Lien shall attach to the proceeds of Debtor’'s leasehold interests and not to the leasehold interests
themselves. The Adequate Protection Replacement Lien shall be junior and subordinate only to (A) the
Prepetition Liens on the Prepetition Collateral, (B) any TX Tax Lien(s) of any TX Tax Jurisdiction (solely

to the extent such Liens are valid, senior, perfected, and unavoidable, and all parties’ rightsto object to the
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priority, validity, amount and extent of the claims asserted by any TX Tax Jurisdiction are fully preserved),
and (C) the Carve Out, and shall otherwise be senior to all other security interestsin, liens on, or claims
against any asset of a Debtor and al rights of payment of all other parties. Other than as set forth herein,
the Adequate Protection Replacement Lien shall not be made subject to or pari passu with any lien or with
any lien or security interest previously or hereinafter granted in any of the Chapter 11 Cases or any
Successor Case. The Adequate Protection Replacement Lien shall be valid, binding and enforceabl e against
any trustee or other estate representative appointed in any Chapter 11 Case, upon the conversion of any of

the Chapter 11 Cases to a case under chapter 7 of the Bankruptcy Code (collectively, “ Successor Cases’)

and/or upon the dismissal of any Chapter 11 Case or Successor Case.

(b Default Interest. At al times during the Chapter 11 Cases, interest on all
outstanding Prepetition Obligations shall bear interest at the applicable Default Rate (as defined and set
forth in the Prepetition Credit Agreement).

(© Adequate Protection Superpriority Claim. As adequate protection for any

Diminution in Value of its interest in the Prepetition Collateral, the Administrative Agent, for the benefit
of itself and the other Prepetition Secured Parties, ishereby granted as and to the extent provided by sections
503 and 507(b) of the Bankruptcy Code, an allowed superpriority administrative expense claim in the

Chapter 11 Cases and any Successor Case (the “ Adequate Protection Superpriority Claim”). The Adequate

Protection Superpriority Claim shall be subordinate to the Carve Out solely to the extent set forth in this
Interim Order, but otherwise shal have priority over al administrative expense claims, including
administrative expenses of the kinds specified in or ordered pursuant to Sections 503(b) and 507(b) of the
Bankruptcy Code, and unsecured claims against each Debtor and each Estate now existing or hereafter
arising, of any kind or nature.

(d) Mandatory Paydowns of Prepetition Obligations. Until the indefeasible payment

in full, in cash, of the Prepetition Obligations, on a daily basis the Administrative Agent shall transfer all
cash collected in the Debtors’ concentration account to the Debtors' operating account (the “Operating

Account”) for use in funding disbursementsin accordance with the Budget (subject to Permitted V ariances)
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and as otherwise provided in this Interim Order. Commencing Friday, June 5, 2020, and continuing on
each Friday thereafter until the indefeasible payment in full, in cash, of the Prepetition Obligations, the
Administrative Agent is hereby authorized and directed to transfer to the Administrative Agent (or the
Debtors at the direction of the Administrative Agent shall initiate such transfer) all cash then on deposit in

the Debtors' Operating Account in excess of $5,000,000 (the “ Excess Proceeds”), such Excess Proceeds to

be thereupon applied in permanent reduction and repayment of the Prepetition Obligations in accordance
with the terms of the Prepetition Financing Documents; provided, that the foregoing will be without
prejudice to the rights of the Committee and/or any third party to seek an appropriate remedy from the
Court (including, without limitation, to unwind or partially unwind, after notice and hearing, the pay down
of the Prepetition Obligations in accordance with this Paragraph 6(d)) upon appropriate notice to the
Prepetition Agents and the other Prepetition Secured Parties in connection with any successful Challenge
brought pursuant to Paragraph 17(b) hereof).

(e Additional Payments from Sale of Collateral. Notwithstanding anything to the

contrary set forth herein, except for the provision of the Carve Out, in the Budget, or in any other order
entered in these Chapter 11 Cases, if the Prepetition Secured Parties have not received the indefeasible
payment in full of all Prepetition Obligations on or before September 11, 2020 (or such other date as agreed
to by the parties), then the Debtors shall pay to the Administrative Agent, for itself and the benefit of the
other Prepetition Secured Parties, all unpaid Prepetition Obligations that are or which may become due and
payable pursuant to the Prepetition Financing Documents from the net sale proceeds generated from any
sales, dispositions, or proceeds of casuaty insurance of al Collateral outside the ordinary course of
Debtors businesses, including sales or dispositions of Collateral with respect to all “going out of business’
sales and all other sales of Collateral pursuant to section 363 of the Bankruptcy Code until all Prepetition
Obligationsare Paid in Full in accordance with the Prepetition Financing Documents. All of the Prepetition
Secured Parties' rights under the Prepetition Financing Documents with regard to the Prepetition

Obligations and otherwise are expressly reserved and, by the Interim Order, preserved.
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()] Letters of Credit. The Administrative Agent is hereby authorized to (i) continue to

maintain Cash Collateral in an amount equal to one hundred and three percent (103%) of all Letter of Credit
Outstandings (as defined in the Prepetition Credit Agreement); and (ii) apply such Cash Collateral, or any
portion thereof, immediately upon any draw on any Letter of Credit (as defined in the Prepetition Credit
Agreement).

(@ Cash Management. Until the Prepetition Secured Parties receive Payment in Full

(as defined below), (i) the Administrative Agent shall have, and continue to have, exclusive dominion and
control on all deposit accounts and other accounts of Debtors, and all banks, depository entities, securities
intermediaries and commodities intermediaries that are parties to any Control Agreements (as defined in
the Prepetition Credit Agreement) shall be authorized and directed to continue affording the Administrative
Agent with exclusive dominion and control over such accounts in accordance with the terms and conditions
of the applicable Control Agreements, all of which agreements are hereby ratified and authorized in
accordance with their respective terms; and (ii) prior to the Termination Date, Administrative Agent shall
hold, and not apply to repay the Prepetition Obligations except as otherwise set forth in the Interim Order,
al Cash Collateral actually received by Administrative Agent, and shall remit such Cash Collateral so
received to the Debtors on aweekly basis in accordance with the Budget and this Interim Order; provided,
that on and after the Termination Date, the Administrative Agent shall be authorized to apply any and all
Cash Collateral on hand or thereafter received by the Administrative Agent against the Prepetition
Obligations for permanent application against such debt without further notice to the Debtors or any other
party. Theterm “Payment in Full” or “Paid in Full” means (1) al of the Prepetition Obligations have been
paid in full in cash; (11) in the case of any contingent or unliquidated Prepetition Obligations, including,
without limitation, any obligations that Debtors are required to furnish cash collateral to the Administrative
Agent in accordance with the Prepetition Financing Documents, and any other liabilities arising from
matters or circumstances known to the Prepetition Secured Parties at the time which are reasonably
expected to result in any actual loss, cost, damage or expense (including attorneys’ fees and legal expenses)

to one or more of the Prepetition Secured Parties, the provision to the Administrative Agent of cash
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collateral in an amount determined by the Administrative Agent to fully secure and collateralize such
contingent or unliquidated obligations and liabilities; and (111) that Prepetition Secured Parties shall receive
arelease from each Debtor and the Committee of and from all demands, actions, causes of action, suits,
covenants, contracts, controversies, agreements, promises, sums of money, accounts, bills, reckonings,
damages and any and all other claims, counterclaims, defenses, rights of set-off, demands and liabilitiesin
form and substance acceptable to Prepetition Agents.

(h) Consent/Administration Fee. In consideration for the Prepetition Agents' consent

to the use of its Cash Collateral in accordance with the terms of this Interim Order and continued
maintenance of the Debtors' cash management system, the Administrative Agent shall be paid, in addition
to all Prepetition Obligations owing by Debtors to Prepetition Agents and Prepetition Lenders, a weekly
feein the amount of $300,000 until al Prepetition Obligations have been Paid in Full (the “ Administration
Fee”). The Administration Fee shall be fully earned and payable on Monday of each week during the Cash
Collateral Period. The Administration Fee shall be part of the Prepetition Obligations. Notwithstanding
Paragraph 6(d) of this Interim Order (but subject to the Carve-Out), the Administrative Agent is hereby
authorized to apply any Cash Collateral on hand at any time to the permanent payment of the Administration
Fee without further notice to the Debtors or any other party.

) Prepetition Indemnity Account. Upon entry of the Final Order, the Debtors shall

establish a segregated non-interest bearing account with the Administrative Agent and in the control of the

Administrative Agent (the “Prepetition Indemnity Account”), into which the sum of $500,000 of Cash

Collateral shall be deposited as security for any reimbursement, indemnification, or similar continuing
obligations of the Debtorsin favor of the Prepetition Agents and the other Prepetition Secured Parties under

the Prepetition Financing Documents (the “ Prepetition Indemnity Obligations’).

0) The funds in the Prepetition Indemnity Account shall secure all costs,
expenses, and other amounts (including reasonable and documented attorneys fees)
incurred by the Prepetition Agents and the other Prepetition Secured Parties, in connection
with or responding to (1) forma or informal inquiries and/or discovery requests, any
adversary proceeding, cause of action, objection, claim, defense, or other challenge as
contemplated in Paragraph 17(b) hereof, or (2) any Chalenge (as defined herein) against
any Prepetition Agent or the other Prepetition Secured Parties related to the Prepetition
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Financing Documents, the Prepetition Liens, or the Prepetition Obligations, whether in the
Chapter 11 Cases, any Successor Case or independently in any other forum, court, or
venue.

(i) The Prepetition Indemnity Obligations shall be secured by afirst priority
lien on the Prepetition Indemnity Account and the funds therein.

(iii)  To the extent the Debtors have not paid the Prepetition Indemnity
Obligations in accordance with this Interim Order and the Prepetition Financing
Documents, the Administrative Agent may apply amounts in the Prepetition Indemnity
Account against the Prepetition Indemnity Obligations as and when they arise, without
further notice to or consent from the Debtors, any Committee, or any other parties in
interest and without further order of this Court; provided, however, after such application,
the Administrative Agent shall endeavor to give notice of such application to counsel to
the Debtors and any committee.

(iv) In addition to the establishment and maintenance of the Prepetition
Indemnity Account, until the Challenge Deadline (as defined herein) the Administrative
Agent (for itself and on behalf of the other Prepetition Secured Parties), shall retain and
maintain the Prepetition Liens and the Adequate Protection Replacement Lien as security
for any Prepetition Indemnity Obligations not capable of being satisfied from application
of the funds on deposit in the Prepetition Indemnity Account. After the Challenge Deadline
has passed, if no Challenge has been brought against the Prepetition Secured Parties and
all Prepetition Indemnity Obligations have been paid in full, in cash, all remaining funds
in the Prepetition Indemnity Account shall be promptly released to the Debtors.

() Subsequent Actions. Notwithstanding anything to the contrary set forth herein, the

adequate protection granted by this Interim Order is without prejudice to the Prepetition Secured Parties
rights to seek additional adequate protections from this Court. The use of Cash Collateral pursuant to the
terms and conditions of this Interim Order and in accordance with the Budget shall not be deemed to be a
consent by the Prepetition Secured Parties to any other or further use of Cash Collateral or to the use of any
Cash Collateral in any amount or for any purpose in excess of the amount set forth in the Budget for each
such type of disbursement.

7. Insurance. At all timesthe Debtors shall maintain casualty and loss insurance coverage for
the Collateral on substantially the same basis as maintained prior to the Petition Date. The Debtors shall
provide the Administrative Agent with proof of the foregoing within five (5) days of written demand and
give the Administrative Agent reasonable access to Debtors' recordsin this regard.

8. Proof of Claim. The Prepetition Secured Parties will not be required to file proofs of claim

or requests for approval of administrative expenses in any Chapter 11 Case or Successor Case. The
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acknowledgment by the Debtors of the Prepetition Obligations and the liens, rights, priorities and
protections granted to or in favor of the Prepetition Agents and the Prepetition Secured Parties in respect of
the Prepetition Collateral as set forth herein and in the Prepetition Financing Documents shall be deemed a
timely filed proof of claim on behalf of the Prepetition Secured Parties in each of the Chapter 11 Cases.

9. Relief from the Automatic Stay.

@ The automatic stay provisions of section 362 of the Bankruptcy Code are hereby
modified to permit (i) the Debtors to implement and perform the terms of this Interim Order, and (ii) the
Debtors to create, and the Administrative Agent to perfect, the Adequate Protection Replacement Lien
granted hereunder. The Administrative Agent shall not be required to file UCC financing statements or
other instruments with any other filing authority to perfect the Adequate Protection Replacement Lien
granted by this Interim Order or to take any other actions to perfect such Liens, which shall be deemed
automatically perfected by the docketing of this Interim Order by the Clerk of the Court, and deemed to be
effective as of the Petition Date. If, however, the Administrative Agent shall elect for any reason to file,
record or serve any such financing statements or other documents with respect to such Liens, then the
Debtors shall execute same upon request and the filing, recording or service thereof (as the case may be)
shall be deemed to have been made at the time of the commencement of these Chapter 11 Cases on the
Petition Date.

(b) In addition, and without limiting the foregoing, upon the occurrence of the
Termination Date (prior to repayment in full of the Prepetition Obligations), and after providing five (5)

business days' (the “Stay Relief Notice Period”) prior written notice (the “ Enforcement Notice”) to (i) the

Court, (ii) counsel for the Debtors, (iii) counsel for the Committee, if any, and (iv) the U.S. Trustee, the
Prepetition Agents shall be entitled to an expedited hearing before this Court to occur immediately
following the expiration of the Stay Relief Notice Period in order to obtain relief from the automatic stay
provisions of section 362 of the Bankruptcy Code to take any action and exercise all rights and remedies
against the Collateral provided under this Interim Order, the Prepetition Financing Documents, or

applicable law that the Prepetition Agents may deem appropriate in their sole discretion to proceed against
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and realize upon the Collateral or any other assets or properties of Debtors Estates upon which the
Administrative Agent has been or may hereafter be granted liens or security interests to obtain the full and
indefeasible repayment of al Prepetition Obligations. For the avoidance of doubt, the Stay Relief Notice
Period shall run simultaneously from the date that the Prepetition Agents provide any notice to the Debtors,
the U.S. Trustee, and if appointed, the Committee, that is required pursuant to Paragraph 4 of this Interim
Order.

(© The automatic stay provisions of section 362 of the Bankruptcy Code and any
other restriction imposed by an order of the Court or applicable law are hereby modified without further
notice, application or order of the Court to the extent necessary to permit the Prepetition Agentsto perform
any act authorized or permitted under or by virtue of this Interim Order, the Prepetition Credit Agreement
or the other Prepetition Financing Documents, as applicable, including, without limitation, (i) to implement
the post-petition financing arrangements authorized by this Interim Order, (ii) to take any act to create,
validate, evidence, attach or perfect any lien, security interest, right or claim in the Collateral, including any
Adequate Protection Replacement Lien, (iii) immediately following the expiration of the Stay Relief Notice
Period, to assess, charge, collect, advance, deduct and receive payments with respect to the Prepetition
Obligations, including, without limitation, all interests, fees, costs and expenses permitted under the
Prepetition Financing Documents, and apply such payments to the Prepetition Obligations, and
(iv) immediately following the expiration of the Stay Relief Notice Period, to take any action and exercise
al rights and remedies provided to it by this Interim Order, the Prepetition Credit Agreement, the other
Prepetition Financing Documents, or applicable law. In addition, and without limiting the foregoing, upon
the expiration of the Stay Relief Notice Period, the Administrative Agent shall be entitled to take any action
and exercise all rights and remedies provided to it by this Interim Order, the Prepetition Financing
Documents or applicable law that the Administrative Agent may deem appropriate in its discretion to
proceed against and realize upon the Collateral or any other assets or properties of Debtors' Estates upon
which the Administrative Agent has been or may hereafter be granted liens or security interests to obtain

the full and indefeasible repayment of al Prepetition Obligations, except that, with respect to any of the

-26-



Debtors’ leasehold locations, the Administrative Agent’ s rights shall be limited to such rights (i) as may be
ordered by this Court upon motion and notice to the applicable landlord with an opportunity to respond that
is reasonable under the circumstances; (ii) to which the applicable landlord agrees in writing with the
Administrative Agent; or (iii) which the Administrative Agent has under applicable non-bankruptcy law.

10. Reversal, Modification, Vacatur, or Stay. Any reversal, modification, vacatur, or stay of

any or al of the provisions of this Interim Order (other than in accordance with the Final Order) shall not
affect the validity or enforceability of any Adeguate Protection Replacement Lien, the Adequate Protection
Superpriority Claim, or any claim, lien, security interest, or priority authorized or created hereby with
respect to any Senior Replacement Lien, the Adequate Protection or the Superpriority Claim incurred prior
to the effective date of such reversal, modification, vacatur, or stay. Notwithstanding any reversal,
modification, vacatur, or stay (other than in accordance with the Final Order), (a) this Interim Order shall
govern, in al respects, any use of Cash Collateral, Adequate Protection Replacement Lien or Adequate
Protection Superpriority Claim incurred by the Debtors prior to the effective date of such reversal,
modification, vacatur, or stay, and (b) the Prepetition Secured Parties shall be entitled to all the benefits and
protections granted by this Interim Order with respect to any such use of Cash Collateral or such Adequate
Protection Replacement Lien and Adequate Protection Superpriority Claim incurred by the Debtors.

11. No Waiver for Failure to Seek Relief. The failure or delay of the Prepetition Secured

Parties to seek relief or otherwise exercise any of its rights and remedies under this Interim Order, the
Prepetition Credit Agreement, the other Prepetition Financing Documents or applicable law, as the case
may be, shall not constitute a waiver of any rights hereunder, thereunder, or otherwise, by the Prepetition
Secured Parties.

12. Section 507(b) Reservation. Nothing herein shall impair or modify the application of

section 507(b) of the Bankruptcy Code in the event that the adequate protection provided to the Prepetition
Secured Parties hereunder is insufficient to compensate for any Diminution In Value during the Chapter 11

Cases. Nothing contained herein shall be deemed a finding by the Court, or an acknowledgment by the
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Prepetition Secured Parties, that the adequate protection granted herein does in fact adequately protect the
Prepetition Secured Parties against any Diminution In Value of their interests in the Collateral.

13. Marshalling. In no event shall the Prepetition Secured Parties be subject to the equitable
doctrine of “marshalling” or any similar doctrine with respect to the Collateral. Subject to the entry of a
Final Order granting such relief, the Prepetition Secured Parties shall be entitled to all of the rights and
benefits of section 552(b) of the Bankruptcy Code, and the “equities of the case” exception under section
552(b) of the Bankruptcy Code shall not apply to the Prepetition Secured Parties with respect to proceeds,
products, offspring or profits of any of the Collateral, as applicable.

14, Without limiting the rights of the Prepetition Agents contained in this Interim Order, the
Prepetition Agents shall have the right, upon three (3) business days written notice to the Debtors, at any
time during the Debtors’ normal business hours, to inspect, audit, examine, check, make copies of or extract
from the non-privileged books, accounts, checks, orders, correspondence and other records of the Debtors,
and to inspect, audit and monitor all or any part of the Collateral, and the Debtors shall make all of same
reasonably available to the Prepetition Agents, and each of its representatives, for such purposes.

15. Cash Collateral shall not, directly or indirectly, be used to pay administrative expenses of
the Debtors and or the Estates except for (a) the Carve Out; and (b) those operating expenses (including the
statutorily required fees payabl e to the Office of the United States Trustee pursuant to 28 U.S.C. 81930 and
any interest due thereon) that are set forth in the Budget or with the prior written consent (which writing
may bein e-mail) of the Administrative Agent. The Cash Collateral and the Carve Out may not be used in
connection with or to finance in any way: (a) any action, suit, arbitration, proceeding, application, motion
or other litigation of any type (i) for the payment of any services rendered by the professionals retained by
any Debtor or Committee, or other representative of any estate, in connection with the assertion of or joinder
in any claim, counterclaim, action, proceeding, application, motion, objection, defense or other contested
matter, the purpose of which is to seek, or the result of which would be to obtain, any order, judgment,
determination, declaration or similar relief invalidating, setting aside, avoiding or subordinating, in whole

or in part, any Prepetition Liens or Prepetition Obligations, (ii) for monetary, injunctive or other affirmative

-28-



relief against the Prepetition Agents, the Prepetition Lenders, or any Prepetition Collateral, or (iii)
preventing, hindering or otherwise delaying the exercise by the Prepetition Agents or Prepetition Lenders
of any rights under this Interim Order; (b) objecting to or challenging in any way the claims, liens, or
interests held by or on behalf of the Prepetition Secured Parties; (C) asserting, commencing or prosecuting
any claims or causes of action whatsoever, including, without limitation, any actions under chapter 5 of the
Bankruptcy Code, against the Prepetition Agents, the Prepetition Lenders, the Prepetition Obligations, or
the Prepetition Liens; or (d) prosecuting an objection to, contesting in any manner, or raising any defenses
to, the validity, extent, amount, perfection, priority, or enforceability of any of the Prepetition Liens, the
Prepetition Obligation, or any other rights or interest of the Prepetition Secured Parties; provided, that up
to an aggregate amount of $50,000.00 of (x) the proceeds of the Collateral and (y) the Carve Out may be
used by the Committee during the Challenge Period (defined below) to investigate the claims and liens of
the Prepetition Secured Parties (and other potential claims, counterclaims, causes of action or defenses
against the Prepetition Secured Parties).

16. Binding Effect. This Interim Order shall be binding upon and inure to the benefit of the
Prepetition Secured Parties and the Debtors and their respective successors and assigns, including, without
any limitation, any trustee, responsible officer, examiner, estate administrator or representative, or similar
person appointed in a case for the Debtors under any chapter of the Bankruptcy Code. No rights are entered
under this Interim Order for the benefit of any creditor of the Debtors, any other party in interest in the
Chapter 11 Cases, or any other person or entities, or any direct, indirect or incidental beneficiaries thereof.

17. Effect of Debtors Stipulations on Third Parties.

@ Subject to Paragraph 17(b) hereof, each stipulation, admission, and agreement
contained in this Interim Order, including, without limitation, the Debtors Stipulations, shall be binding
upon the Debtors, their Estates and any successor thereto (including, without limitation, any chapter 7 or
chapter 11 trustee appointed or elected for any of the Debtors) under all circumstances and for all purposes,
and the Debtors are deemed to have irrevocably waived and relinquished al Challenges (as defined herein)

as of the Petition Date.
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(b) Nothing in this Interim Order shall prejudice the rights of any Committee or any
other party ininterest, if granted standing by the Court, to seek, solely in accordance with the provisions of
this Paragraph 17, to assert claims against the Prepetition Agents or Prepetition Secured Parties, on behal f
of the Debtors or the Debtors' creditors or to otherwise challenge the Debtors Stipulations, including, but
not limited to thosein relation to (i) the validity, extent, priority, or perfection of the security interests, and
liens of the Prepetition Agents and Prepetition Secured Parties, (ii) the validity, allowance, priority, or
amount of the Prepetition Obligations, or (iii) any liability of the Prepetition Agents or Prepetition Secured
Parties with respect to anything arising from the Prepetition Financing Documents. Notwithstanding the
immediately preceding sentence, any Committee or any other party ininterest must, after obtaining standing
approved by the Court, commence a contested matter or adversary proceeding raising such claim, objection,
or challenge, including, without limitation, any claim or cause of action against the Prepetition Agents or
Prepetition Secured Parties (each, a“Challenge”’) no later than (i) with respect to any Committee, the date
that is sixty (60) days after the Committee’s formation, (ii) with respect to other parties in interest other
than a Committee, no later than the date that is seventy-five (75) days after the entry of this Interim Order,
or (iii) with respect to any chapter 11 trustee appointed in the Chapter 11 Cases, or any chapter 7 trustee
appointed in any Successor Case, prior to the expiration of the periods set forth in subsections (i) and (ii)
above, no later than the date that isthe later of (A) fourteen (14) days after the appointment of such trustee
or (B) the expiration of thetime periods set forth in the foregoing subsections (i) and (ii) above (collectively,

the “Challenge Period”). The Challenge Period may only be extended with the written consent of the

Prepetition Agents prior to the expiration of the Challenge Period, and for the avoidance of doubt, any such
extension shall only apply to the specific party as to whom such extension may be granted. Only those
parties in interest who commence a Challenge within the Challenge Period may prosecute such Challenge.
Asto (x) any partiesin interest, including any Committee, who fail to file a Challenge within the Challenge
Period, or if any such Challengeisfiled and overruled or otherwise finally resolved or adjudicated in favor
of the Prepetition Agents and Prepetition Secured Parties, or (y) any and all matters that are not expressly

the subject of a timely Challenge: (1) any and al such Challenges by any party (including, without
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limitation, any Committee, any chapter 11 trustee, any examiner or any other estate representative appointed
in the Debtors Chapter 11 Cases, or any chapter 7 trustee, any examiner or any other estate representative
appointed in any Successor Case), shall be deemed to be forever waived and barred, (2) all of the findings,
Debtors Stipulations, waivers, releases, affirmations, and other stipulations as to the priority, extent, and
validity as to the claims, liens, and interests of the Prepetition Agents and Prepetition Secured Parties, as
applicable, shall be of full force and effect and forever binding upon the Debtors bankruptcy estates and
all creditors, interest holders, and other parties in interest in the Chapter Cases and any Successor Cases,
and (3) any and al claims or causes of action against the Prepetition Agents and/or Prepetition Secured
Parties, as applicable, relating in any way to the Prepetition Financing Documents, Prepetition Obligations,
or Prepetition Liens, as applicable, shall be released by the Debtors' Estates, all creditors, interest holders,
and other partiesin interest in the Chapter 11 Cases and any Successor Cases.

(© for the avoidance of doubt, nothing in this Interim Order vests or confers on any
person (as defined in the Bankruptcy Code), including any Committee, standing or authority to pursue any
cause of action belonging to the Debtors or their Estates, including, without limitation, any Challenge with
respect to the Prepetition Financing Documents or the Prepetition Obligations.

18. Reporting. During the Cash Collateral Period, the Debtors shall provide the Prepetition
Agentswith all financial and other information required under this Interim Order and such other information
as the Prepetition Agents may from time to time reasonably request in writing (which writing may bein e-
mail).

19. Effectiveness. The terms and conditions of this Interim Order shall be (i) effective and
immediately enforceable upon its entry by the Clerk of the Court notwithstanding any potential application
of Fed. R. Bankr. P. 6004(g), 7062, 9014 or otherwise; and (ii) not be stayed absent (a) an application by a
party in interest for such stay in conformance with such Fed. R. Bankr. P. 8005, and (b) a hearing upon
notice to the Notice Parties.

20. Section 506(c) Claims. Subject to entry of a Final Order granting such relief, no costs or

expenses of administration which have or may beincurred in the Chapter 11 Cases shall be charged against
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the Prepetition Agents, Prepetition Secured Parties, their claims or the Collateral pursuant to section 506(c)
of the Bankruptcy Code without the prior written consent of the Prepetition Agents, and no such consent
shall be implied from any other action, inaction or acquiescence by the Prepetition Agents.

21. Releases. Upon the earlier of (@) the entry of the Final Order, or (b) the entry of an order
extending the Cash Collateral Period, and in each instance, subject to Paragraph 17(b) above, in
consideration of the Prepetition Agents permitting the Debtors to use the Prepetition Collateral (including
Cash Collateral) pursuant to the provisions of this Interim Order, each Debtor, on behalf of itself and its
successors and assigns (collectively, the “Releasors’), shal forever release, discharge and acquit the
Prepetition Agents, the Prepetition Secured Parties, and their respective successors and assigns, and their
present and former shareholders, affiliates, subsidiaries, divisions, predecessors, directors, officers,
attorneys, employees and other representatives in their respective capacities as such (collectively, the “ Pre-

Petition Releasees’), of and from any and all claims, demands, liabilities, responsibilities, disputes,

remedies, causes of action, indebtedness and obligations, of every kind, nature and description, including,
without limitation, any so-called “lender liability” claims or defenses, that Releasors had, have or hereafter
can or may have against Pre-Petition Releasees as of the date hereof, in respect of events that occurred on
or prior to the date hereof in connection with the Debtors, the Prepetition Financing Documents, or the
Prepetition Obligations.

22, Survival. The provisions of this Interim Order and any actions taken pursuant hereto shall
survive entry of any order which may be entered (a) confirming any plan of reorganization in any of the
Chapter 11 Cases, (b) converting any of the Chapter 11 Cases to a case under chapter 7 of the Bankruptcy
Code, (c) dismissing any of the Chapter 11 Cases or Successor Cases, or (d) pursuant to which this Court
abstains from hearing any of the Chapter 11 Cases or Successor Cases; provided, that in the event thereis
later entered any order providing for either the conversion or dismissal of any one or more of the Chapter
11 Cases, such order(s) shall make express provision, among other things, for the survival and continuing
force and effect of the terms and provisions of this Interim Order notwithstanding such conversion or

dismissal. Thetermsand provisions of thisInterim Order, aswell asthe Adequate Protection Superpriority
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Claim, the Adequate Protection Replacement Lien, and all other claims and Liens granted by this Interim
Order, shall (a) continue in this or any other superseding case under the Bankruptcy Code, (b) be valid and
binding on all partiesin interest, including, without limitation, any Committee, chapter 11 trustee, examiner
or chapter 7 trustee, and (c) continue, notwithstanding any dismissal of any Chapter 11 Case or Successor
Case (and any such order of dismissal shall so provide), and such claims and Liens shall maintain their
priority as provided by this Interim Order until the Obligations are satisfied in full.

23. Discharge Waiver. Subject to the entry of a Final Order, the Debtors expressly stipulate

that neither the Adequate Protection Superpriority Claim nor the Adequate Protection Replacement Lien
shall be discharged by the entry of an order confirming any plan of reorganization, notwithstanding section
1142(d) of the Bankruptcy Code, unless (i) the order is entered with the prior written consent of the
Prepetition Agents, or (ii) the Adeguate Protection Superpriority Claim has been Paid in Full in cash on or
before the effective date of such plan.

24, Rights Preserved. Notwithstanding anything herein to the contrary, the entry of thisInterim

Order iswithout prejudice to, and does not constitute awaiver of, expressly or implicitly: (a) the Prepetition
Agents' right to seek any other relief in respect of the Debtors (including the right to seek additional
adequate protection); (b) the Prepetition Agents’' right to seek the payment by the Debtors of post-petition
interest, fees or other charges pursuant to section 506(b) of the Bankruptcy Code; or (c) any rights of the
Prepetition Agents under the Bankruptcy Code or under non-bankruptcy law, including the right to (i)
request modification of the automatic stay pursuant to section 362 of the Bankruptcy Code, (ii) request
dismissal of any of the Chapter 11 Cases or Successor Cases, conversion of any of the Chapter 11 Casesto
cases under chapter 7 of the Bankruptcy Code, or appointment of a chapter 11 trustee or an examiner (with
or without expanded powers), (iii) propose a chapter 11 plan or plans of reorganization, subject to section
1121 of the Bankruptcy Code, or (iv) consent in writing prior to the sale of al or any portion of the Collateral
outside the ordinary course of the Debtors business (and no such consent shall be implied or construed by

any action or inaction by the Prepetition Agents). Other than as expressly set forth in this Interim Order,
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any other rights claims or privileges (whether legal, equitable or otherwise) of the Prepetition Agents are
preserved.

25, Milestones. Each Debtor shall satisfy or cause to be satisfied, as applicable, each of the
following conditions (which may be waived or modified in writing between the parties (which writing may
bein e-mail)):

@ On the Petition Date, Debtors shall file motionsin form and substance satisfactory
to the Prepetition Agents, requesting approval from the Bankruptcy Court (i) to conduct the Debtors' “going
out of business” sales in accordance with section 363 of the Bankruptcy Code on terms and conditions

acceptable to Prepetition Agents (the “Store Closing Sales’) and (ii) to assume the GB Consulting

Agreement, in each case on terms and conditions reasonably satisfactory to the Prepetition Agents.

(b) On or prior to the date that is thirty (30) daysfollowing entry of this Interim Order,
the Court shall have entered a Final Order, in form and substance acceptable to Prepetition Agents
approving the Debtors’ use of Cash Collateral.

(©) On or prior to the date that isthirty (30) daysfollowing entry of this Interim Order,
the Court shall have entered a final order, in form and substance acceptable to the Prepetition Agents,
approving the Store Closing Sales and assumption of the Store Closing Liquidation Agreement.

26. Application of Proceeds. All proceedsof the Collateral received by the Prepetition Secured

Parties, and any other amounts or payments received by the Prepetition Secured Parties in respect of the
Prepetition Obligations, may be applied or deemed to be applied by the Prepetition Secured Parties in such
manner and priority asthe Prepetition Secured Parties may determinein their discretion, subject to theterms
of this Interim Order. Without limiting the generality of the foregoing, the Debtors are authorized without
further order of this Court to pay or reimburse the Prepetition Agents for future costs and expenses,
including, without limitation, all professional fees, consultant fees and legal fees and expenses paid or
incurred by the Prepetition Agents in connection with the financing transactions as provided in this Interim
Order and the Prepetition Financing Documents, al of which shall be and are included as part of the

principal amount of the Prepetition Obligations and secured by the Collateral.
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27. Payment and Review of Prepetition Secured Parties' Fees and Expenses. The Debtors shall

pay all fees and expenses under the Prepetition Financing Documents, including, without limitation, the
non-refundable payment to the Prepetition Agents of the reasonable attorney fees and expenses and any
other professional feesand expenseswhether incurred before or after the Petition Date and whether incurred
in connection with the Prepetition Financing Documents, or the Chapter 11 Cases; provided, that Debtors
shall pay all such reasonable fees and expenses within ten (10) business days of delivery of a statement or
invoicefor such feesand expenses (it being understood that such statements or invoices shall not be required
to be maintained in any particular format, nor shall any such counsel or other professional be required to
file any interim or final fee applications with the Court or otherwise seek Court’s approval of any such
payments) to the Debtors, the U.S. Trustee, and counsel to the Committee (if one is appointed), unless,
within the first five (5) business days of such 10 business-day period, the Debtors, the U.S. Trustee or the
Committee (if one is appointed) serve a written objection upon the requesting party, in which case, the
Debtors shall pay only such amounts that are not the subject of any objection and the withheld amount
subsequently agreed by the objecting parties or ordered by the Court to be paid.

28. Final Hearing. A hearing on the Debtors’ request for entry of afinal order approving this
Stipulation and Agreed Order (a “Final Order”) is scheduled for June [ ],2020,a  :  .m.
(prevailing Central Time) beforethis Court. Within three (3) business days after entry of thisInterim Order,
the Debtors shall serve, or cause to be served, by first class mail or other appropriate method of service, a
copy of this Interim Order on (i) the Notice Parties, and (ii) counsel to any Committee (once appointed).
Any responses or objections to the Motion shall be made in writing, conform to the applicable Bankruptcy
Rules and Loca Rules, be filed with the Bankruptcy Court, set forth the name of the objecting party, the
basis for the objection, and the specific grounds therefor, and be served no later than [ ], 2020, at
4:00 p.m. (prevailing Central Time) by the following parties. (i) counsel for the Debtors: Kirkland & Ellis
LLP, 601 Lexington Avenue, New York, New York 10022, Attn: Joshua A. Sussberg, P.C. and Neil B.
Hermann, Esg., and Kirkland & Ellis LLP, 300 North LaSalle, Chicago, Illinois, Attn: Joshua M. Altman,

Esg.; (ii) local counsel for the Debtors. Jackson Walker L.L.P., 1401 McKinney Street, Suite 1900,
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Houston, Texas 77010, Attn: Matthew D. Cavenaugh, Esg. and Jennifer F. Wertz, Esq.; (iii) counsel to the
Administrative Agent: Riemer & Braunstein LLP, Times Square Tower, Seven Times Square, Suite 2506,
New York, New York 10036, Attn: Steven E. Fox, Esg.; and Winstead PC, 600 Travis Street, Suite 5200,
Houston, Texas 77002, Attn: Sean B. Davis, Esg.; (iv) counsel to the Term Agent, Choate, Hall & Stewart
LLP, Two International Place, Boston, MA 02110, Attn: Kevin J. Simard, Esg. and Mark Silva, Esg.;
(v) counsel to be selected by the Committee upon its formation (if selected by such date); and (v) the U.S.
Trustee for the Southern District of Texas, 515 Rusk Street, Suite 3516, Houston, TX 77002, Attn: Hector
Duran, Esg. and Stephen Statham, Esq.

29. Retention of Jurisdiction. The Court has and will retain jurisdiction to enforce this Interim

Order in accordance with its terms and to adjudicate any and al matters arising from or related to the
interpretation or implementation of this Interim Order.

Houston, Texas
Dated: May __, 2020

DAVID R. JONES
UNITED STATES BANKRUPTCY JUDGE
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Exhibit 1

BUDGET



Stage Stores
Cash Collateral Budget

($ in 000s)
Petition
2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020
May-20 May-20 May-20 Jun-20 Jun-20 Jun-20 Jun-20 Jun-20 Jul-20 Jul-20 Jul-20 Jul-20 Aug-20 13 Week
5/16/2020  5/23/2020 5/30/2020 6/6/2020 6/13/2020  6/20/2020  6/27/2020 7/4/2020 7/11/2020 7/18/2020  7/25/2020 8/1/2020 8/8/2020 Total
Fest Fest Fest Fest Fest Fest Fest Fest Fest Fest Fest Fest Fest

Receipts
1.)  Sales Receipts 2,730 10,759 16,129 18,767 25,889 29,397 30,862 32,263 33,227 31,472 30,766 34,065 35,634 331,961
2.)  Other 2,800 - - - 3,501 - 3,500 - 3,611 500 500 500 500 15,412
3) Total Receipts 5,530 10,759 16,129 18,767 29,390 29,397 34,362 32,263 36,839 31,972 31,266 34,565 36,134 347,374

Operating Disbursements
4.)  Payroll, Payroll Taxes, & Benefits (723) (3,967) (775) (6,198) (577) (6,198) (461) (6,123) (506) (5,914) (334) (6,135) (371) (38,283)
5.)  Rent & Utilities (816) (816) (11,973) (435) (435) (435) (435) (12,276) (544) (544) (544) (12,091) (566) (41,908)
6.)  Sales Tax - - - (4) (836) (1,755) (229) (30) (189) (3,197) (7,859) (50) (47) (14,197)
7.) Other Operating Expenses (1,656) (2,790) (1,011) (1,244) (789) (971) (964) (3,580) (566) (413) (463) (794) (407) (15,647)
8.) Total Operating Disbursements (3,195) (7,572) (13,759) (7,881) (2,637) (9,359) (2,089) (22,010) (1,805) (10,067) (9,200) (19,071) (1,392) (110,036)

Non-Operating Disbursements
9.) Interest and Financing (70) (70) (70) (826) (40) (40) (40) (327) (360) (40) (40) (40) (347) (2,310)
10.) Cash Collateral Fee (300) (300) (300) (300) (300) (300) (300) (300) (300) (300) (300) (300) (300) (3,900)
11.) Professional Fees (770) (870) (823) (551) (701) (551) (551) (551) (560) (560) (810) (560) (428) (8,289)
12.) Store Closing Expenses - - - (156) (531) (646) (780) (2,059) (2,308) (3,518) (3,772) (5,157) (4,898) (23,826)
13.) Other Restructuring Expenses (1,000) (3,000) - - - (1,500) - - - - - - - (5,500)
14.) Total Non-Operating Disbursements (2,140) (4,240) (1,193) (1,833) (1,573) (3,038) (1,672) (3,237) (3,528) (4,419) (4,922) (6,058) (5,972) (43,824)
15.) Total Disbursements (5,335) (11,812) (14,952) (9,714) (4,210) (12,396) (3,761) (25,247) (5,333) (14,486) (14,122) (25,128) (7,364) (153,860)
16.) Net Cash Flow 195 (1,052) 1,177 9,053 25,180 17,001 30,601 7,016 31,506 17,486 17,143 9,437 28,770 193,514
17.) Bank Cash 10,132 10,834 13,743 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
18.) Revolver 177,936 177,936 177,936 163,268 138,361 121,250 90,653 74,963 52,064 34,670 17,496 933 - -
19.) Letters of Credit 6,768 6,768 6,768 6,768 6,768 6,768 6,768 6,768 6,768 6,768 6,768 6,768 - -
20.) Term Loan 47,400 47,400 47,400 47,400 47,400 47,400 47,400 47,400 47,400 47,400 47,400 47,400 33,478 33,478
21.) Accrued Interest 947 1,135 1,324 744 926 1,091 1,229 1,064 845 929 998 1,051 431 431
22.) Total Secured Debt 233,050 233,239 233,428 218,180 193,455 176,510 146,050 130,194 107,077 89,767 72,662 56,152 33,909 33,909

5/10/2020 3:58 PM



EXHIBIT B

Attorney Checklist Concerning Motion and Order Pertaining to Use of Cash Collateral



IN THE UNITED STATESBANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

)
Inre: ) Chapter 11

)
STAGE STORES, INC., et al.,! ) Case No. 20-32564 (DRJ)

)
Debtors. ) (Joint Administration Requested)

)

ATTORNEY CHECKLIST CONCERNING MOTIONSAND ORDERSPERTAINING
TO USE OF CASH COLLATERAL (WHICH ARE IN EXCESSOF TEN (10) PAGES)

Motions and orders pertaining to cash collateral and post-petition financing matterstend to
be lengthy and complicated. Although the Court intendsto read such motionsand orders carefully,
it will assist the Court if counsel will complete and file this checklist. All references are to the
Bankruptcy Code (8) or Rules (R).

PLEASE NOTE:

“*7  Means generally not favored by Bankruptcy Courtsin this District.

“**7  Meansgenerally not favored by Bankruptcy Courtsin this District without areason
and atime period for objections.

If your motion or order makes provision for any of thefollowing, so indicate in the space provided:

CERTIFICATE BY COUNSEL

This is to certify that the following checklist fully responds to the Court’s inquiry
concerning material terms of the motion and/or proposed order:

Y es, at Page/Exhibit

Y meansyes, N means no
N/A means not applicable
(Page Listing Optional)

1 | dentification of Proceedings:

(8 ®reliminaryor final MOtiON/Order (CirCle 0NE).........rvveermerererrerreesreesenennns

1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Stage Stores, Inc. (6900) and Specialty Retailers, Inc. (1900). The Debtors service address is:
2425 West Loop South, Houston, Texas 77027.



(b) Continuing use of cash collateral (8 363) ........ccoererirereeierirereeeseeeeeee Y
(€©) New finaNCING (8 364) .....cccevereeierieieresie ettt st ene e N
(d) Combination of 88 363 and 364 fiNANCING .........ccceverervererereriree e N
(e) Emergency hearing (immediate and irreparable harm) ..........cccoccevvecvieenens Y
Stipulations:
(a) Brief history of debtor’s businesses and status of debtor’s prior
relationshipS With [eNder.........covoeiiiiie s Y
(b) Brief statement of purpose and necessity of finaNCINg........cccccvveeveerereenens Y
(c) Brief statement of type of financing (i.e., accounts receivable, inventory)... Y
(d) Arelender’s pre-petition security interest(s) and liens deemed valid, fully
perfected and NON-avoidabIe...........coccvieiiieii e Y
(i) Arethereprovisionsto alow for objectionsto above?...........cccevveunen Y
(e) Isthere apost-petition financing agreement between lender and
(012 o] () ST N
(i) If so, isagreement attached?.............ccceveeieeie e N/A
(f) Isthereisan agreement that |lender’ s post-petition security interests and
liens deemed valid, fully perfected and non-avoidable? ...........cccccvrvenenne. Y
(9) Islender undersecured @ci (S 1=X005) IR T
(h) Haslender’'s non-cash collateral been appraised?.........ccccooveieiiiieniineennens Y
(i) Insert date oOf latest aPPraiSal .........cccceeeeveeieieeie e 2/28/2020
(i) Isdebtor s proposed budget attached?...........ccoeveevercesiere e Y
() Areall pre-petition loan documentsidentified?..........ccocevervniiniencinenens Y
(k) Arepre-petition lienson single or@ (circleone) ...................
(1) Arethere pre-petition guaranties of debt?.........cccvveieieierenesereeee Y

(i) Limit@ci (oL=Y001) PO

Grant of Liens;

(@
(b)
(©)
(d)
(€)

(f)

Do post-petition liens secure pre-petition debts?...........ccccevveeececceceecieenee, Y
ISthere cross-Collaterization?............coveeerereeieiese e N
Isthe priority of post-petition liens equal to or higher than existing liens?.. Y
Do post-petition liens have retroactive effect?........ccovevecveccce e, N
Are there restrictions on granting further liens or liens of equal or higher

010 1Y PRTRRRR Y
Islender given liens on claims under 88 506(c), 544-50 and 88§ 5227.......... N
(i) Arelender’ sattorneysfeestobe paid?........ccovveieieiciineneneneeeeee Y
(if) Are debtor’ s attorneys fees excepted from 8§ 506(C)?.....ccevvvvreererienrinnne Y



(g) Islender given liens upon proceeds of causes of action under 88 544, 547
AN DAB?. ... et r e aeeae s Y

Administrative Priority Clams:

(@) Islender given an administrative priority?.......ccccceevieeveeseeiecce e Y

(b) Isadministrative priority higher than 8 507(a)?.......ccovveerireieiereceeee, Y

(c) Isthereaconversion of pre-petition secured claim to post-petition
administrative claim by virtue of use of existing collateral?..........cc..ccuu..... Y

Adequate Protection (8361):

(8) Isthere post-petition debt SErviCe?..... ..o Y
(b) Isthere a@/additi on 361(/) lien? (circle one or both)................... Y
(c) Isthelender’s claim given super-priority?

(8 364(C) Or (d)) [AESIGNALE] ...eveveeeeenereeierenieereee et reseee e neeas Y
(d)  Arethere QUarantieS?.........ccecieeieiee e nre s N
(e) Isthere adequate INSUraNCe COVEIagE? ........ccivevuereereeiieseesieeieseesseeeesseeneens Y
() T 1 11 2RSSR

Debtors comment: Adequate protection includes payment of all
reasonable and documented prepetition or postpetition out-of-pocket
professional fees, expenses, and disbursements payable to the advisors to
the Administrative Agent.

Waiver/Release Claims v. Lender:

@
Y (subject
Debtor waives or release claims against-lender, including, but not limited to final
to, claims under §), 544-55 and 553 of the Coden.................. order)
(b) Doesthe debtor waive defensesto claim or liens of lender?......................... Y
Source of Post-Petition Financing (8§ 364 Financing):
(@) Isthe proposed lender aso the pre-petition lender?...........cccceeeeveeiieccieenne N/A
(b) New post-petition [ENAEI?.........ccoe e N/A
(C) Isthelender an iNSIAEN?......c.cooi e ee s N/A



10.

11.

12.

Modification of Stay:

@
(b)

(©
(d)

Isthere a provision that any future modification of order shall not affect

Creditors Committee;

Isany modified lift of stay allowed? ... Y
Will the automatic stay be lifted to permit lender to exercise self-help upon

default without further order?..........ooe e Y
Are there any other remedies exercisable without further order of court?.... Y

status of debtor’ s post-petition obligationsto lender?...........cccevvvvivenennen. Y

N/A

(@) Hascreditors committee been appointed?............cccceeveieeiicieiiee s N
(b) Does creditors committee approve of proposed financing?............cccceeenee.. N/A
Restrictions on Partiesin Interest:
(@ Isaplan proponent restricted in any manner, concerning modification of

lender’ srights, [iens and/or CAUSES? ........ccveveeeeieeie e Y
(b) Isthe debtor prohibited from seeking to enjoin the lender in pursuit of

L0 ] £SO SRSSRS Y
(c) Isany party ininterest prohibited from seeking to modify this order?.......... Y
(d) Istheentry of any order conditioned upon payment of debt to lender?........ N
(e) Isthe order binding on subsequent trustee on CONVErsion?.........cccecveeveenen. Y
Nunc Pro Tunc:
(@) Doesany provision have retroactive effect?...........cccevvvveieece i, Y
Notice and Other Procedures:
() Isshortened NOtiCE rEqQUESLEA?.........cccv e Y
(b) Isnotice requested to shortened lISt?........ccovvreiieienee e Y
(c) Istimetorespond to be shortened?.........ccevveeeiieieccee s Y
(d) If final order sought, have 15 days elapsed since service of

motion pursuant to Rule 4001(D)(2)7? .....eoveerereereereeee e
(e) If preliminary order sought, is cash collateral necessary to avoid

immediate and irreparable harm to the estate pending afinal hearing?........ Y
(f) IsacCertificate of Conferenceincluded?.........cccocoeveveeieciececve e, N
(9) IsacCertificate of Serviceincluded?..........ccovveveiieiieie s Y
(h) Isthere verification of transmittal to U.S. Trustee included

PUIrSUANE t0 RUIE 0347.......eeieceiieeieee e Y
(i) Hasan agreement been reached subsequent to filing motion?...........c......... N

(i) If so, has notice of the agreement been served pursuant to Rule N/A

0N () 1) L

4



(i1) Isthe agreement in settlement of motion pursuant to Rule 4001(d)(4)?. N/A

(il1)Does the motion afford reasonable notice of material provisions of

agreement pursuant to Rule 4001(d)(4)?.....ccoeveerieeieereereeeeseesieeee s N/A

(iv) Does the motion provide for opportunity for hearing pursuant to Rule

GOTA7 ..o N/A



Houston, Texas
May 10, 2020

/s/ Matthew D. Cavenaugh

JACKSON WALKERL.L.P.

Matthew D. Cavenaugh (TX Bar No. 24062656)
Jennifer F. Wertz (TX Bar No. 24072822)
Kristhy M. Peguero (TX Bar No. 24102776)
VeronicaA. Polnick (TX Bar No. 24079148)
1401 McKinney Street, Suite 1900

Houston, Texas 77010

Telephone: (713) 752-4200
Facsimile: (713) 752-4221
Email: mcavenaugh@jw.com

jwertz@jw.com
kpeguero@jw.com
vpolnick@jw.com

Proposed Co-Counsel to the Debtors
and Debtors in Possession

KIRKLAND & ELLISLLP

KIRKLAND & ELLISINTERNATIONAL LLP
Joshua A. Sussberg, P.C. (pro hac vice pending)
Neil E. Herman (pro hac vice pending)

601 Lexington Avenue

New York, New Y ork 10022

Telephone: (212) 446-4800

Facsimile: (212) 446-4900

Email: joshua.sussherg@kirkland.com
neill.herman@kirkland.com

-and-

Joshua M. Altman (pro hac vice pending)
300 North LaSalle Street
Chicago, lllinois 60654

Telephone: (312) 862-2000
Facsimile: (312) 862-2200
Email: josh.atman@kirkland.com

Proposed Co-Counsel to the Debtors
and Debtorsin Possession





