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UNITED STATES BANKRUPTCY COURT
THE SOUTHERN DISTRICT OF NEW YORK

In re: Chapter 11

Debtors.

JENNIFER CONVERTIBLES, INC,, et al.,! : Case No. 10-13779 (ALG)
§ (Jointly Administered)

DECLARATION OF RAMI ABADA IN SUPPORT OF (I) CONFIRMATION OF
AMENDED JOINT CHAPTER 11 PLAN OF REORGANIZATION FOR
JENNIFER CONVERTIBLES, INC. AND ITS AFFILIATED DEBTORS, AND (II) THE
DEBTORS’ MOTION PURSUANT TO 11 U.S.C. § 365 FOR APPROVAL OF THE
ASSUMPTION OF EXECUTORY CONTRACTS WITH LICENSOR, EFFECTIVE AS
OF THE EFFECTIVE DATE OF A PLAN OF REORGANIZATION

RAMI ABADA, declares, pursuant to 28 U.S.C. § 1746, under penalty of perjury that:

1. I am President, Chief Operating Officer (“COO”), and Chief Financial
Officer (“CFO”) of Jennifer Convertibles, Inc. (“Jennifer Convertibles”) (collectively with its
subsidiaries, the “Debtors”). I am also the President and a director of the debtor Hartsdale

Convertibles, Inc. (“HCI”). I submit this declaration in support of confirmation of the Debtors’

' The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, if applicable, are: (1) Jennifer Convertibles, Inc. (4646); (ii) Jennifer Convertibles Boylston MA, Inc.
(7904); (iii) Jennifer Chicago Ltd. (0505); (iv) Elegant Living Management, Ltd. (5049); (v) Hartsdale Convertibles,
Inc. (1681); (vi) Jenmifer Management III Corp. (3552); (vii) Jennifer Purchasing Corp. (7319); (viii) Jennifer
Management II Corp. (9177); (ix) Jennifer Management V Ltd. (9876); (x) Jennifer Convertibles Natick, Inc.
(2227); (xi) Nicole Convertibles, Inc. (5985); (xii) Washington Heights Convertibles, Inc. (0783).
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Amended Joint Chapter 11 Plan of Reorganization for Jennifer Convertibles, Inc. and Its
Affiliated Debtors, dated December 21, 2010 (as may be modified and/or amended, the “Plan“).2

2. In my capacity as President, COO and CFO, I am familiar with the day-to-
day operations and the business and financial affairs of the Debtors. [ have been consistently
involved in and am familiar with the Debtors’ financing activities, restructuring and the
development of the Plan.

3. Except as otherwise indicated, all facts set forth herein are based upon my
personal knowledge or the personal knowledge of employees who report to me, my review of the
Debtors’ business records or my opinion based upon my familiarity with the Debtors’ business,
operations and financial condition. If I were called upon to testify, I could and would testify
competently as to the facts set forth herein.

I PROFESSIONAL BACKGROUND

4. I joined Jennifer Convertibles, Inc. as a part-time salesman in 1982, and
have worked for the company ever since. | became the Debtors’ President and a member of the
Board of Directors in December 1997. I have been Chief Operating Officer since April 1994 and
became Chief Financial Officer in September 1999. [ was Executive Vice President from April
1994 to December 1997,

II BACKGROUND OF THE DEBTORS’ CASES

A, The Debtors’ Business Operations

5. Jennifer Convertibles, Inc. was organized as a Delaware corporation in
1986, and is currently the owner of (i) the largest group of sofabed specialty retail stores and

leather specialty retail stores in the United States, with stores located throughout the Eastern

2
Plan.

Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the
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seaboard and the West Coast, and (ii) six big box, full-line furniture stores operated under the
Ashley Furniture HomeStore brand (the ““Ashley Stores”) under a license from Ashley Furniture
Industries, Inc. As of the Petition Date, the Debtors’ stores included 130 stores operated by the
Jennifer segment. During fiscal 2007, the Debtors opened their first Ashley Store. As of the
Petition Date, the Debtors operated seven Ashley Stores. Currently, the Debtors have seventy-
three stores in the Jennifer segment, and six Ashley Stores.

B. Background Of These Cases

6. On July 18, 2010 (the “Petition Date”), Jennifer Convertibles and each of
the other Debtors filed a voluntary petition for relief under chapter 11 of'title 11 of the United
States Code (the “Bankruptcy Code”). Since the Petition Date, the Debtors have continued in the
possession of their respective properties and the management of their respective businesses as
debtors in possession pursuant to sections 1107 and 1108 of the Bankruptcy Code,

7. By order of this Court dated July 22, 2010, these Chapter 11 Cases were
consolidated for procedural purposes only. On July 23, 2010, the United States Trustee for the
Southern District of New York (the “U.S. Trustee”) appointed an official committee of
unsecured creditors (the “Creditors’ Committee”).

8. On December 22, 2010, the Court entered an order (the ‘“Disclosure
Statement Order”) approving the Disclosure Statement with Respect to the Amended Joint
Chapter 11 Plan of Reorganization for Jennifer Convertibles, Inc. and Its Affiliated Debtors (the
“Disclosure Statement”). Thereafter, the Debtors commenced the solicitation process, including,
without limitation, providing notice of the Confirmation Hearing and transmitting solicitation

materials to the Holders of Claims entitled to vote to accept or reject the Plan.
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C. Formulation of the Plan

9. Prior to filing the Plan, months of intensive, arm’s length negotiations
ensued between the Debtors, Mengnu, and the Creditors’ Committee. Throughout this period,
the Debtors pursued discussions with the many parties in interest, including Mengnu and the
Creditors’ Committee, in order to achieve a consensual plan of reorganization. As a result of
these negotiations and the Debtors’ efforts to maximize value for all of the Debtors’
stakeholders, the Debtors now seek confirmation of the Plan, which enjoys the overwhelming
support of the Debtors’ creditors.

10. The Debtors have used the bankruptcy process to achieve what they could
not accomplish outside of bankruptcy: open and timely communications with representatives of
landlords, service providers, and manufacturers authorized to renegotiate terms that address the
core issues of all of the business segments. The Plan, if confirmed, will enable the Debtors to
emerge from bankruptcy on sound financial footing and allow for a successful restructuring of
the whole enterprise.

11X NOTICE AND SOLICITATION PROCEDURES

11. The Debtors, with the assistance of BMC Group, Inc. (“BMC”), the
balloting agent, conducted the solicitation process, which included, without limitation, providing
notice of the Confirmation Hearing and transmitting Ballots to the Holders of Claims and
Interests in voting classes.

12. Ballots were transmitted to holders of Claims in Classes 2 and 3 (the
“Voting Classes”) in accordance with the Disclosure Statement Order. Both Voting Classes

overwhelmingly voted in favor of the Plan.
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v REQUIREMENTS FOR PLAN CONFIRMATION

A. Classification of Claims and Interests.

13.  Articles IIl and IV of the Plan set forth the classification of Claims and
[nterests and provide for treatment of all Classes of Claims and Interests. Section 3.04 of the
Plan specifies the Classes of Claims that are unimpaired under the Plan. Each Class under the
Plan contains similarly situated Claims and Interests and treats identically each Claim and
Interest within a particular Class.

B. Implementation of the Plan.

14.  Article VI of the Plan sets forth the means for implementation of the Plan

including, but not limited to:

e Corporate Action

e [Effective Date Transactions

e Securities Registration Exemption

e Vesting of Assets in the Reorganized Debtors and the Litigation Trust
e Corporate Governance

e Cancellation of Existing Securities and Agreements, and

e Obligations Incurred After the Effective Date

e Post-Confirmation Operating Reports and United States Trustee Fees

(1) The Plan Contains Provisions Respecting
the Selection of Post-Confirmation Directors and Officers.

15. Pursuant to Section 6.05 of the Plan, on the Effective Date, the boards of
directors and officers of the Reorganized Debtors shall consist of those individuals identified in
the Plan Supplement. Ibelieve that the appointment of these officers and directors is consistent
with the interests of creditors and interest holders and with public policy. These individuals were

chosen for their positions in consultation with Mengnu, the future majority shareholder of the

5
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Reorganized Debtors. Moreover, creditors have manifested their interests by voting to support
the Plan. Finally, the interests of public policy are bolstered by allowing companies and their
enfranchised stakeholders to determine those individuals who will serve as directors and/or
officers of the enterprise.

(i1) The Plan Contains Additional Provisions
Consistent With the Bankruptcy Code.

16. [ understand that the Plan also contains provisions regarding (a) the
impairment and unimpairment of Classes of Allowed Claims and Interests, (b) the assumption or
rejection of executory contracts and unexpired leases, and (¢) the terms and manner of the
delivery of New Common Stock.

17. I understand that the Plan also provides for the Bankruptcy Court’s
retention of jurisdiction as to specified issues (see Article XIII of the Plan).

C. Solicitation and Disclosure.

18. The Debtors, together with BMC, served the Disclosure Statement, the
Plan, appropriate Ballots, notices, and all other related documents, as applicable, on all required
parties.

D. The Plan Has Been Proposed In Good Faith
And Not By Any Means Forbidden By Law.

19.  Throughout these cases, the Debtors and their management have remained
cognizant of their fiduciary duties to all stakeholders. The Debtors and their management have
worked consistently and diligently toward a successful reorganization that is in the best interests
of all creditors. The Plan is the product of extensive, arm’s length negotiations among the
Debtors, the Creditors’ Committee and Mengnu, which is evidenced by the support of the Plan
by the Creditors’ Committee and approximately 90.1% in number of the General Unsecured

Creditors.
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20. The Debtors believe that the Plan maximizes the value of the estates for
their creditors and interest holders. Prior to and throughout the Plan process, the Debtors
continued to negotiate with parties in interest to achieve a consensual plan of reorganization that
would maximize recoveries for all creditors. To that end, the Plan that the Debtors now seek to
confirm, provides a meaningful recovery for the Holders of Allowed General Unsecured Claims.

21.  The Debtors’ foremost interest, consistent with their fiduciary duties and
with this Court’s directives, has been to maximize the value of the Debtors’ assets and the
corresponding economic benefit for all constituents. The Debtors and their management have
diligently worked to achieve a reorganization that is consistent with those goals.

E. The Plan Provides For Bankruptcy Court
Approval Of Payment For Services And Expenses.

22, Any agreement by which the Debtors retained and/or employed a
Professional Person to provide services to the Debtors in, or in connection with, the Debtors’
Chapter 11 Cases has been disclosed to the Bankruptcy Court in applications to retain and/or
employ such Professionals. Specifically, the Bankruptcy Court has entered orders authorizing
the Debtors to retain and/or employ, among others: (a) Olshan Grundman Frome Rosenzweig &
Wolosky LLP, as bankruptcy counsel; (b) TM Capital Corp., as financial advisors; (¢) BMC
Group, Inc., as claims and noticing agent; (d) KPMG CF Realty LLC, as special real estate
advisors; (¢) EisnerAmper LLP, as auditors; and (f) KGS LLP, as tax professionals.

23.  All fees and expenses of the foregoing professionals are subject to final
approval by the Bankruptcy Court. Moreover, Section 4.02 of the Plan sets out procedures for
filing Fee Claims and provides that such fees and expenses of Professional Persons retained in
these cases that have been properly filed and served shall be payable to the extent approved by

order of the Bankruptcy Court. In addition, Article XIII of the Plan provides for the Bankruptcy
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Court’s retention of jurisdiction to hear and determine all applications for compensation and
reimbursement of expenses of professionals.

F. The Plan Does Not Contain Rate Changes.

24. The Plan does not propose any rate changes subject to the jurisdiction of
any governmental regulatory commission.

G, The Plan Satisfies The “Best Interests Test”.

25.  Based on my review of the Liquidation Analysis, annexed as Exhibit D to
the Disclosure Statement, and the Declaration Of Julia G. Osborne of BMC Group, Inc.
Regarding Solicitation And Tabulation Of Votes (the “Voting Certification”), filed on January
19, 2011 (docket no. 450), it is my understanding that all Impaired Classes have either voted to
accept the Plan or will not receive less under the Plan than they would receive in hypothetical
chapter 7 liquidation.

H. Acceptance By Certain Classes.

26. Class 1 is not Impaired under the Plan and all Holders of Claims in such
Class are conclusively presumed to have acceptéd the Plan. Based on my review of the Voting
Certification, the Holders of Claims in Classes 2 and 3 have voted to accept the Plan by the
requisite majority required by the Bankruptcy Code for each such Class. The Plan treats
similarly situated Creditors and Interest Holders in Classes 4 and 5 identically; no Creditors or
Interest Holders junior to the Holders of Allowed Class 3 Claims are entitled to receive a
distribution under the Plan on account of their Claims or Interests.

L. The Plan Provides For Payment In Full Of Allowed
Administrative Claims, Fee Claims And Allowed Priority Tax Claims.

27. Pursuant to Section 4.02 of the Plan, Administrative Claims, the Mengnu

DIP Claim, the Mengnu 503(b)(9) Claim, Fee Claims, United States Trustee Fees, and Priority
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Tax Claims, respectively, will, to the extent Allowed, be paid in full, or otherwise provided for in
the Plan.

J. To The Extent Any Class Of Claims Is Impaired Under
The Plan, At Least One Class Of Impaired Claims Has Accepted The Plan.

28. The Holders of Claims in Classes 2 and 3 are Impaired under the Plan.
Nonetheless, as set forth in the Voting Certification, the Holders of Claims in Classes 2 and 3
that were entitled to vote on the Plan have voted oﬂzerwhelmingly to accept the Plan.

29. Specifically, pursuant to Section 4.02 of the Plan, the Holder of the Class
2 Allowed Mengnu Unsecured Claim, shall receive (i) 90.1% of the New Common Stock on the
Effective Date, or as soon thereafter as practicable, (ii) the Tranche D Note, and (iii) 30% of the
Litigation Trust Proceeds. Also pursuant to Section 4.02 of the Plan, the Holders of Class 3
Allowed General Unsecured Claims shall receive a Pro Rata Share of (i) the proceeds of the
Tranche A Note; (ii) the proceeds of the Tranche C Note, (iii) 9.9% of the New Common Stock,
and (iv) 70% of the Litigation Trﬁst Proceeds.

K. Feasibility.

30.  The Debtors have been timely paying all valid ordinary course
administrative claims throughout the pendency of these cases. Additionally, for the purposes of
determining whether the Plan is feasible, the Debtors, with the assistance of TM Capital, have
projected the future financial performance (annexed to the Disclosure Statement as Exhibit B, the
“Financial Projections”) of the Reorganized Debtors. The Financial Projections demonstrate that
the Debtors will be able to make all payments required pursuant to the Plan while conducting
ongoing business operations. It is my opinion that these projections and the Plan, if confirmed,
will not likely be followed by liquidation or the need for further reorganization of their

successors under the bankruptcy code. Accordingly, I believe that adequate sources and funds
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will exist to make the distributions provided for under the Plan, and as such, I believe the Plan is
feasible and that 1t will be consummated.

31.  Thaveregularly discussed and monitored the development of the Plan as a
whole and participated in development of the underlying assumptions regarding specific business
initiatives and restructuring priorities. These assumptions reflect the good faith estimates that
were developed by our senior management. I have examined and evaluated nearly all aspects of
the Plan and am familiar with the material provisions of the Plan and the compromises embodied
therein.

32, In analyzing the feasibility of the Plan, nothing has come to my attention
to lead me to conclude that reliance on such information is not (a) reasonable or (b) an
appropriate basis upon which to base a plan of reorganization.

33.  Asreflected in the Financial Projections, it is my opinion that, as of the
Effective Date, the Reorganized Debtors will have sufficient cash flow to, (a) be aBle to satisfy
their obligations under the Exit Financing Facility and the Plan, (b) service all debt obligations
contemplated by the Plan, and (c) not be left with unreasonably small available capital to operate
their businesses as a result of the Plan or any transactions contemplated by the Plan.
Accordingly, I believe that confirmation of the Plan is not likely to be followed by the
Reorganized Debtors’ liquidation or the need for further reorganization.

L. The Plan Provides For Full Payment Of All Statutory Fees.

34, Section 15.13 of the Plan provides that, on the Effective Date, and
thereafter as may be required, the Debtors will pay all of the fees payable pursuant to 28 U.S.C.
§ 1930. Assuming the Plan is confirmed, the Debtors will have sufficient funds to pay any and

all such fees in full.
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M. Prineipal Purpose of the Plan.

35.  The Plan has not been filed for the purpose of avoidance of taxes or the
avoidance of the application of section 5 of the Securities Act of 1933.

A\ THE POST-EFFECTIVE DATE PROTECTIONS

36.  Pursuant to Article XII of the Plan, certain parties are granted releases and
exculpations from liability under the Plan. [ believe that the exculpation, indemnification, and
release provisions embodied in the Plan are fair and equitable and are critical components of the
Released Parties’ support of the Plan. Based on my involvement in various settlement
negotiations, I believe that a consensual plan would not have been possible without the
exculpation, indemnification and releases. While the Debtors have not conducted a thorough
investigation to determine if any claims exist that are being released, I know of no meritorious
claims that are being waived as a result of the exculpation and releases embodied in the Plan.

37. Among others, the Released Parties include Mengnu. The Debtors’
election to grant releases to Mengnu is a sound exercise of business judgment and is warranted
by the facts and circumstances of these cases. First, the inclusion of Mengnu is an integral
condition of the Exit Funding Facility, Exit LC Facility, and Plan, without which the Debtors
would not have garnered the financial support of Mengnu for the Plan.

VI. ASSUMPTION OF TRADEMARK USAGE AGREEMENTS WITH ASHLEY
HOMESTORES LTD.

A. The Debtors’ Relationship with Ashley HomeStores Ltd.

38. In January 1985, Jennifer Convertibles, Inc. (“JCI”) formed Hartsdale
Convertibles, Inc. (“HCI”) as a wholly-owned subsidiary. HCI was and continues to be a
corporation in good standing in the State of New York with the required and appropriate charter
documents. See Exhibits A and B, attached hereto. By early 2006, HCI had closed its operating

11
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business, but it still held net operating losses (“NOLs”) that were valuable to the Jennifer
Convertibles enterprise.

39.  In the early part of 2006, Harley Greentield and I approached Todd
Wanek, CEO of Ashley HomeStores Ltd. and Ashley Furniture Industries (collectively,
“Ashley”), with the concept of leveraging JCI’s expertise and business with the Ashley model.
The Jennifer segment of the Debtors is primarily an upholstery and sofabed specialty retailer,
while Ashley is a big box, full line furniture retailer. I believed that an Ashley Store would
complement the Jennifer segment because of the synergies between the Jennifer model and the
Ashley model, coupled with the significant retail experience possessed by JCI's senior
management, especially in the New York/Long Island market. Ashley was enthusiastic about
this idea, and I believe recognized the value that JCI offered for establishing successful stores.
Our negotiations with Ashley initially contemplated JCI as licensee. After negotiating and fine-
tuning the business terms of a proposed Trademark Usage Agreement (“TUA”), I suggested that
HCI be the licensee, so that JCI could benefit from HCI’s NOLs. Ashley consented to HCI as
the licensee under the TUA, provided that JCI would act as guarantor. This culminated in the
execution of the TUA for the Ashley Store located at 164 Glen Cove Road, Carle Place, New
York, on October 27, 2006. See Exhibit C, attached hereto. When we signed this TUA, Ashley
was well aware of HCI’s relationship with JCI and, I believe, expected that relationship to
benefit all parties.

40.  HCI opened its first Ashley Store under this first TUA in May 2007 in
Carle Place, located in Long Island, New York. The Debtors already had profitable Jennifer
stores at that location. As I had hoped, the Carle Place Ashley Store was successful. This was

the first Ashley Store opened in Nassau County, and its success helped establish Ashley

12
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HomeStore as a brand in Brooklyn, Queens, and Nassau and Suffolk Counties. We spent
millions of dollars in advertising to establish the brand in this market. Ashley was no doubt
pleased with the results, as HCI ordered substantial amounts of merchandise and paid all fees due
under the TUA. If our first Ashley Store were underperforming its peers in the Ashley franchise
system, [ am confident that Ashley would have sought other licensees as it expanded in the New
York/Long Island market. Ashley, however, soon contacted JCI to offer new opportunities, and I
engaged in discussions to open a second Ashley Store. This resulted in the negotiation and
execution of an additional TUA, on February 1, 2008, for the Ashley Store located at 700
Sunrise Highway, South Service Road, Patchogue, New York (see Exhibit D, attached hereto).

41. The second store proved successful too and Ashley again contacted JCI to
offer new locations. Between September 2009 and March 2010, we entered into five more
TUAs: (1) on September 5, 2009, HCI and Ashley entered into a TUA for the Ashley Store
located at 1821 Broad Hollow Road, Farmingdale, New York (see Exhibit E, attached hereto);
(ii) on September 25, 2009, HCI and Ashley entered into a TUA for the Ashley Store located at
88-12 Queens Boulevard, Elmhurst, New York (see Exhibit F, attached hereto); (iii) on
November 9, 2009, HCI and Ashley entered into a TUA for the Ashley Store located at 2233
Flatbush Avenue, Brooklyn, New York (see Exhibit G, attached hereto); (iv) on March 15, 2010,
HCTI and Ashley entered into a TUA for the Ashley Store located at 558 86th Street, Brooklyn,
New York (see Exhibit H, attached hereto); and (v) on March 15, 2010, HCI and Ashley entered
into a TUA for the Ashley Store located at 2300 Broadway, New York, New York (see Exhibit I,
attached hereto).

42.  The Ashley segment has been successful. The profitability of the Ashley

Stores has been, in some measure, due to JCI’s participation. The Ashley Stores have benefitted
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greatly from the expertise of JCI’s senior management, from our ability to recruit and train
employees, and from JCI’s advertising and purchasing expertise, among other items. JCI has
also facilitated the negotiation of leases with landlords, who recognized JCI as a quality tenant.
JCI has also used its purchasing power to obtain more favorable terms for advertising, insurance
and other expenses.

43, Although each TUA was between HCI and Ashley, Ashley no doubt
understood that JCI’s senior management was operating the Ashley segment. At no point, did
Ashley ever suggest that JCI could not operate the Ashley Stores in conformance with standard
practices for multi-segmented corporate enterprises. Nor did it inquire about HCI’s cash
management or accounting practices. The significant growth in the number of the Ashley Stores
under the Debtors’ operation is compelling evidence of Ashley’s satisfaction with JCI’s role.

44.  From 2006 through 2010, HCI maintained its own infrastructure and yet
enjoyed all the benefits of being part of the JCI corporate family. While benefiting from the
corporate support it received from JCI, HCI (i) maintained its own employees, (ii) segregated its
cash receipts from the rest of the enterprise, such that we accounted for all intercompany
transfers between HCI and JCI, (ii1) managed and operated the software system that Ashley
required for inventory purchases, (iv) kept appropriate books and records, and (v) were counter-
parties to leases with the landlords for each Ashley Store location. In addition, as a public
company, the Debtors reported the financial results and operations of the Ashley Stores as a
separate business segment 1n all of their filings with the Securities and Exchange Commission
(the “SEC”).

45.  Throughout this time period, Ashley was aware of the corporate structure

and the relationship between JCI and HCI. Nearly all discussions and negotiations regarding the
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Ashley Stores and the performance of the Ashley segment were between myself and Harley
Greenfield for JCI, and executives at Ashley. Ashley understood that the JCI corporate office
and JCI officers oversaw the operations of the Ashley Stores. I understood that HCI was in full
compliance with the terms of the TUAs. Ashley never suggested otherwise. Iam confident that
Ashley would not have signed five TUAs in late 2009 and early 2010 if it believed that HCI was
in breach of the first two TUAs. 1 do not recall Ashley requesting HCI financial statements in
the first three years of our relationship. In late 2009, Ashley first requested this information.
The Debtors then provided Ashley with the 2008 and 2009 fiscal year financial statements for
HCI. See Exhibit J, attached hereto. Ashley did not question the sufficiency of this information
under the TUAs. Nor did it suggest that HCI’s operations were somehow in contravention of the
TUAsS.

B. HCI’s Compliance with the TUAs Post-Effective Date

46. It is HCI’s intention to continue to comply with the terms of the TUAs
after emerging from chapter 11 in the same manner as it did for many years before the Petition
Date. Despite this intention and HCI’s previous compliance with the TUAsS, it is my
understanding that Ashley is now attempting to rewrite the terms of the TUAs in an effort to
prevent their assumption.

47. Upon emergence from chapter 11, HCI, as licensee, will be the entity
assuming the TUAs, and JCI, as the parent company, will continue to act as the guarantor, as it
has from the inception of each TUA. It is the Debtors’ intention to run their businesses and legal
entities in the same manner as they did prior to filing for bankruptcy. In that regard, HCI will
continue to be its own separate legal entity, maintained in good standing with the State of New

York and, among other things, will continue to employ its own personnel at each of the Ashley
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Stores, keep adequate books and records on a go forward basis, and have leases with each of the
landlords for the Ashley Store locations.

48. I understand that Ashley, in objecting to the Debtors” motion to assume
the TUAs, is arguing that the assumption of the TUAS is not simply an assumption but is an
assignment, which would require Ashley’s consent. This theory runs contrary to the seven TUAs
negotiated and executed between HCI and Ashley. For example, Ashley apparently complains
that HCI’s receipts are paid into a segregated account called the “Ashley Concentration
Account,” which is in the name of JCI. HCI has always operated in this manner, which is
consistent with a corporate cash management system commonly used in the business world. As
part of this system, JCI has long paid some of HCI’s expenses, with an intercompany account
maintained to track the exchange of funds. Nothing in the TUAs requires the corporate changes
sought by Ashley. If at any time since 2006 Ashley had felt that the operational structure of HCI
did not comport with the TUAs, I do not believe Ashley would have entered into each of the
seven TUAs with HCI, nor would it have continued to advance opportunities to the Debtors to
open additional Ashley Stores. Indeed, as late as June 2010, when the Debtors’ financial
condition had deteriorated as reported in its public filings with the SEC, I had substantive
discussions about a potential Ashley Store location in Astoria, Queens.

49. I further understand that Ashley questions HCI’s ability to comply with
various provisions of the TUAs upon emergence from chapter 11. HCI intends to comply with
all aspects of the financial reporting in the future. As in the past, HCI will have adequate books
and records to prepare the necessary financial reports.

50. I also understand that Ashley is concerned with the ability of HCI, as

licensee, to comply with the confidentiality provisions in the TUAs. (Ex. C-1,937) These
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provisions apply to limited information, such as the contents of the Ashley HomeStores Manual.

HCT has agreed that:

Licensee will divulge confidential Information only to
persons who must have access to such information in order to
perform their responsibilities with respect to this Agreement or the
construction or operation of the Licensed Business. Licensee will
take all action that is necessary to protect the confidentiality of
Confidential Information and will not communicate or make it
available to, or use it for the benefit of, any unauthorized persons.

HCI intends to comply with this provision after the post-Effective Date; the same as it has done
since 2000.

C. Adequate Assurance of Future Performance

51.  AsIunderstand, under the Bankruptcy Code, the Debtors are required to
provide adequate assurance of future performance to Ashley in order for HCI to assume the
TUAs. As indicated in the Debtors’ Financial Projections, attached to the Disclosure Statement
as Exhibit B, and as more fully set forth in detail in the financial projections of HCI that I have
reviewed, the Debtors upon assumption will cure the monetary obligations under the TUAs, in
the amount of $980,366.96.° The projections also reflect that Ashley will be paid on a cash-on-
delivery basis. In addition, after the Effective Date of the Plan, it is the Debtors’ intention to
augment its cash management system by maintaining a bank account in the name of HCI, under
the HCI tax identification number, that will at all times be funded with a minimum cash balance
of $100,000.

52.  Itis my understanding that Ashley is concerned because the notes to be
issued under the Plan to General Unsecured Creditors and Mengnu will be secured by the assets
of HCI and that HCI will be an obligor under the notes. In order to further protect Ashley’s

interest in HCI and provide additional adequate assurance to Ashley, the Creditors’ Committee

* This number has been reconciled to the amount set forth by Ashley.
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and Mengnu, together with the Debtors, have removed HCI as an obligor, either direct or
indirect, under the Tranche A, B, C, and D Notes, nor will any of these notes provide for a lien
on the HCI assets or any other recourse to HCI. Thus, with respect to the Tranche A, B, C and D
Notes, the HCI assets will remain unencumbetred.

53. The Tranche E Note is a working capital facility, a material portion of
which is being used to fund the Ashley cure payment and HCI’s future purchases from Ashley.
VII. THE PLAN PROVIDES FOR LIMITED SUBSTANTIVE CONSOLIDATION OF

THE DEBTORS ONLY FOR PURPOSES OF VOTING, CONFIRMATION AND
DISTRIBUTION ONLY.

54.  The Plan provides for the limited substantive consolidation of the Debtors’
Estates, solely for purposes of voting, confirmation, and making distributions to the Holders of
Allowed Claims under the Plan. Despite any confusion or assertions to the contrary, as set forth
in section 2.01 of the Plan, such substantive consolidation shall not affect (a) the legal and
corporate structure of the Reorganized Debtors, or (b) any obligations under any leases or
contracts assumed in the Plan or otherwise after the Petition Date.

55. In other words, it is the intention of the Debtors that each Debtor entity
will emerge from the bankruptcy process in form and function identical to that of the pre-
bankruptcy entity. The overall corporate structure of the Debtors will not be affected by these
Chapter 11 Cases. For example, HCI as licensee will be the entity assuming the TUAs, and JCI
will continue to act as the guarantor.

56. Thus, I believe the Debtors’ Plan is clear that consolidation of the
Debtors’ Estates will occur only for plan distribution purposes, and will not effectuate a post-
Effective Date substantive consolidation of the Debtors’ estates and operations.

VIII. ADVERSE CONSEQUENCES OF NON-CONFIRMATION
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57. If the Plan is not confirmed, it is unlikely that the Debtors would be able to
provide the same recoveries to its creditors. Additionally, there can be no guarantee that the
Creditors’ Committee or Mengnu will support an alternative plan. Without the support of the
Debtors’ creditors it may be difficult to confirm an alternative plan of reorganization.
Accordingly, it is imperative that the Plan be confirmed and that the Debtors emerge from
chapter 11 as quickly as possible.

IX. CONCLUSION

58. Based upon the facts set forth herein and law as I understand it, I believe
that the Plan satisfies all of the applicable confirmation requirements contained in the
Bankruptcy Code, and that due and adequate notice of the Confirmation Hearing, the Voting
Deadline, and the deadline for objecting to confirmation of the Plan was properly given. 1
further believe that the Plan is feasible and that confirmation of the Plan is not likely to be
followed by the liquidation or the need for further financial reorgaﬁization of the Debtors or the
Reorganized Debtors. After the Effective Date, the Reorganized Debtors should have adequate
capital to meet their ongoing obligations.

59, Therefore, I respectfully request that the Court (a) eﬁter the Confirmation
Order, and (b) grant the Debtors such other and further relief as is just or proper.

I declare under penalty of perjury that the foregoing is true and correct.

Executed this 21st day of January, 2011. C/D

/wd//(//m,/\m

Rami Abada

Chief Financial Officer, Chief Operating
Officer and President of

Jennifer Convertibles
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EXHIBIT A



State of New York
Department of State

I hereby certify, that the Certificate of Incorporation of HARTSDALE
CONVERTIBLES, INC., was filed on 01/14/1385, with perpetual duration, and
that & diligent examination has been made of the Corporate index for
documents filed with thig Department for a certificate, order, or record
of a dissolution, and upon such examination, no such certificate, ordsr
or record has been found, and that so far as indicated by the records of
thig Department, such corporation is an existing corporation. I further
certify the following:

88

A Biennial tatement wag filed 06/04/1593.
A RBiennial Statement was filed 03/02/1994.
A RBiennial Statement was filed 04/08/1997.
A Biennial Statement was filed 02/11/1998.
A Biennial Statement was f[iled 01/24/2001.
A Biennial Statement was filed 02/14/2003.
A Bienpial Statement was filed 03/07/2005.
Certificate of Change was filed on 06/30/2006.
A Biennial Statement was filed 01/22/2007.
A Biennial Statement was filed 02/08/2009.

I further certify, that no other documents have been filed by such
Corporation.

.,e""c.o * ok
& e F NIE ‘ '/" ° G‘ . .
K < . e A Witness my hand and the official seal
. P ~. . : . Hihe o) 9
P 5T NN of the Department of Stute at the City

of Albany, this 19th dav of January
rwor thousand and eleven,

L] 'y
] o
Cesgas?

Daniel Shapiro
First Deputy Secretary of State

ZQLIRLZGC0E4 * 83



EXHIBIT B



STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same
1s a true copy of said original.

L AL ' WITNESS my hand and official seal of
) » the Department of State, at the City of
o &ﬁ’ ol P Albany, on January 20, 2011,
Ad & B L ¥

&

YT Y T
o® " '™
@ e

*tepgen®?

0% Daniel E. Shapiro
*teceesce” First Deputy Secretary of State

Rev. 06/07
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- To design, assemble, upholster, repair-and .
refinish furniturey to manufacture, sell; export, import, ou
otherwise deal in furniture, furnishingsyfixtures; " "
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STATE OF NEW YORK

DEPARTMENT OF STATE

1 hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same

is a true copy of said original.

WITNESS my hand and official seal of
the Department of State, at the City of
Albany, on January 20, 2011,

eevesa,,

*®
[

eﬂ v y A
; ..;
|
%'@ _'

".ﬁ'b \ ¥ s

Daniel E. Shapiro
First Deputy Secretary of State

Rev. 06/07
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the
original docurnent in the custody of the Secretary of State and that the same
is a true copy of said original.

WITNESS my hand and official seal of
the Department of State, at the City of
Albany, on January 20, 2011,

Daniel E. Shapiro
First Deputy Secretary of State
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STATE OF NEW YORK

DEPARTMENT OF STATE

[ hereby certify that the annexed copy has been compared with the
. original document in the custody of the Secretary of State and that the same
1s a true copy of said original.

Y a WITNESS my hand and official seal of

.,o" OF N W 0‘»% the Department of State, at the City of
o &f" : Rt }o ., Albany, on January 20, 2011.
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Daniel E. Shapiro
TIPS First Deputy Secrelary of State
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STATE OF NEW YORK

DEPARTMENT OF STATE

[ hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same

is 4 frue copy of said original.

WITNESS my hand and official seal of
the Department of State, at the City of
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same
1s a true cepy of said original.

WITNESS my hand and official seal of
the Department of State, at the City of
. Albany, on January 20, 2011,

o *
@ ]
Ssoagaee”

“e “?}MENT ' Qﬁi o Daniel E. Shapiro

*Scapeeco?” First Deputy Secretary of State
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STATE OF NEW YORK

DEPARTMENT OF STATE

1 hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same

is a frue copy of said original.

WITNESS my hand and official seal of
the Department of State, at the City of
Albany, on January 20, 2011,

&‘U.'oﬁ‘o

| Ve ) 0 e
IR e ) R
ol MENT OFe° | Daniel E. Shapiro
R TTPEL First Deputy Secretary of State

Rev. 06/07
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same
is a true copy of said original.

Leeo o tea, WITNESS my hand and official seal of
°.°° ()Y NE W ey e, the Department of State, at the City of
' Jo. Albany, on January 20, 2011. .
D . | X
LA L /e
:‘jz:-.-' .J..éﬁ:
% , 'A; =
*e &?* MENT 0'? e‘" Daniel E. Shapiro

¥
T oppennt?

First Deputy Secretary of State

Rev. 06/07
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IMPORTANT NOTICE

& New York Corporation which s no fonger conducting business should file a Certificate ol Dissolution. pursoeal fo section 1001 of e Busineys Corpasatipn
Law, mnd a forelgn corporstion no longer conducling business in Mow York State should file & Surrender of Authorry pursvent 1o sectien 1310 or 8
Terminstion of Existence pursuent to section 13171 of the Business Corporstion Law, An ingclive Corporeten continugs te sectur iex hedihty #nd posiible
interest end pensities until formally dissolves, surrendered, or terminsted. (Cluestions regsrding the filing of these certrhicatey should br dirscted lo the NYS
Department of State, Divislon ol Corporstions, Albany, MY 12231-9002 or by calling 51B-473-2482  You sv eito &dwised to request Publiceton 130
“Informatlon and Inttustions for Varminstion of Business Corporations” from the Cepertment of Texenon end Finance. Requesis for s publicaton méy be
made by phone by calling 1~B00-462~8100. Mall requests should bp sddressed to: NYS Depwrtment of Tszstgn & Fiosnge, Tsepever Assiptence Buresu,
WA, Herrimen Compus, Albeny NY 12227,

050307,

Penaity - failore to timely fils this staismant will bo refiscted in the defartment’s fecords a8 pest tus of Sehhquont say iy Jeter Subjsct e cerpefetieo
o & fine of $280. See Section 408 »{ the Businass Corporation Law. ;3«-?)’

Filing Period - ths fillng period is fhs calendsr month dusing which the crigmal certiicate of incorpocstion g spplication for sutherity was Disd o the
pifective datn that corporate sxistepce bagan, 1 steted in the ceruficate af incorppration. )

Filing Fee: The stetutory filing foe is $8.00. Checks and money orders must be mede paysble to the "Depacimant of Suste” DO_MOT sl cash

Sand Zg;;ira form, completed, snd with $5.00 fee. fn the self-mailer srvaleps, to the Depactment ul Stetg. Divisen of Corperenons, 41 St Sveet, Albsny,
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same

is a true copy of said original.
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Rev. 06/07

WITNESS my hand and official seal of
the Department of State, at the City of
Albany, on January 20, 2011.

Daniel E. Shapiro
First Deputy Secretary of State
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&5 Lepatment of Stale
C Diivsion of Corporations, Siate Records

and Umiberm Commereial Cede
4] Siate Swrect
Albeny, NY 12233
www dorststoy.us

CERTIFICATE OF CHANGE
OF ‘

HARTSDALE CONVERTIBLES, INC.
{{ntert Name of Domesnic Corporation)

Under Section 805-A of %ae Business Corporation Law

FIRST- The name of the corporation st e

HARTSDALE CONVERTIBLES, INC,

1 the napne of the corporation has been changed, the aame vnder which # was formed iss s

B i i S ) A AP A T i s it ot s it i 5 S U bl st § o S e 6w e o wwe s B

SECOND: The certificate of incorporation was filed by the Depastment of State on: S
DY/1471935

THIRIY: The change(s) effected hereby are [Check approprie borfes))

G The county Jocation, within this state; in which the office of the corporation is Jocated, is
changed 1o

& The address 1o whneh the Secretary of State shall forward copies of process accepted on’

belsalf of the corporation 15 changed w read m iis entirely as follows-
¢/o Corporation Service Company, 30 Sizte Sicet Albany, WY 12207.2543

12 'The corporstion hercby: [Cheh vne]
Wi Designales  CURPORATION SERVICE COMPRNY
#5118 registered agent upon whom process apaingt the corporaimn may be served.

The street address of the regisiered agent is:
B0 STATE STREET, ELBRWY, NY¥ 12307

Changes the designation of fis registered agent 1o

. The srect address of the rearsiered agent s
H

Changes the address of 115 remistered agent so;

T Revakes the authoriny of ns registered agent,
DS 1556 {Ree 510

¢

AP 0 o s g b 4



Fl

FOURTH: The change was, authorized by the board of directors

%""‘ ~ Rosmi Abada, Fresident
T

{Signofure) {Name and Title of Signery

CERTIFICATE OF CHANGE
OF

HARTSPALE CONVERTIBLES, INC,

Unzsert Nome of Domesiie Corporanion) S?ATE DF M E W YGR K
DEPARTMENT 0F STATE

Under Section 805-A of the Busingsz Corporation Law

Chelser Hewman (CSCY

Filer's Name

Adiress g?ﬂiﬁl«wgem:rwi]r Rd. Sws_n-“‘}‘@“

o e —— " - s b e PR R R

... [CUSTOMERREE.#] - -
/57799 T AT

Cavy, Stote 3nd Zip Code ‘Nih:mngwn, DL 19808

L&

NOTE This forn was prepared by ine Mew York Save Department of Siate You are not required 1o use vhis form You
mwy drafi your oan form or st forms svareble st leged starionery stores The Department of State recommends hat sl
documents by prepared soder the pmdance of an atomey The certificae must be submined with a 330 fling fze.

Fur Office Use Onhy

OS]0 45
P DDWN

060630000~y
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the

original document in the custody of the Secretary of State and that the same
is a truc copy of said original.

L AL T WITNESS my hand and official seal of
o the Department of State, at the City of
& A V?;, Albany, on January 20, 201 1.

: ‘V 4 ] 05 .

2 & F b £
: o ; F H \ O ‘1; o.
: . ol J | "
AR

%:35- . y ?x;

’ {?‘ ) g ’ Daniel E. Shapiro

"0‘-60°u

First Deputy Secretary of State

Rev. 06/07



Fof Intesnal Lise Only

Dion o Cetpesatione, Elacaras and UGG Business Corporation
e Biennial Statement 07012 200

866238 . @(\Q\

Business Mame:
HARTSDALE CONVERTIBLES, INE,

966238 i Filed By:
JENNIFER CONVERTIBLES INC
419 CROSSWAYS PARK DR ' Ceshd (fditerend thantiney —
WOODBURY NY 11797
Requirsd Fee: 59.00
Filing Period: g1/2007

{Make chicis payable 1o ihe Depadment of State)

The Business Corporation Law requires corporations to update information with the Departrent of State svery two years
i the calendar month in which the corporation was formed or authorized. Fanm Corporations are EXEMPT from this
requirement and should complete Parts 4 and 5 ONLY. Please review the information in Parts 1,2 and 3. Update the
infarmation in the space provided, if necessary. If no changss are necessary, proceed o Part 5. A corporation which
fails to timely file its Biennial Statement shall be showh 1o be past due on the Dapariment of State's records.

Part 4- Name and Business Address of Chief Executive Officer

MName
HARLEY J GREENFIELD
415 CROSSWAYS PARK DR
WOODBURLY NY 11757 Address
Tity Er i

Part 2: Street Address of the Principal Executive Offica ¢ Post Office Box cannot be substiued)

Addeess Line 1
JERNIFER CONVERTIBLES INC
418 CROSSWAYS PARK DR
WODDBLRY NY 11797 Addtese Line 2

City Ttas - o

Part 3: Address for Service of Process

Name
S0 CORPORATION SERVICE COMPANY .
80 STATE STREET AWW/FER COVVERTIBLES, JA/C.
ALBANY NY 12007-2543 fess

- Hl4 CROSCWAYS FORK DRIVE
: - Slpte

WevosRy oy L7

7

Part 4: Farm Corporution Exemption

This cofparation & & tarm comporation and ks NOT raquired to update Information with the Departmerd of $'alo avery two years, A Tanm corporation
Is & comporation angaged in the production of srops, Beeslock and lvastock products on land used In sgricutiural production. Famm corporalions
shotld complete Faits 4 and 5 ONLY and relumn the torm o the Departmant of State, No fifng foe Is required for letm Corpomtions. :

Check ¥ appivaik

Part 5: Signature of Officer, Birector, Atterney-in-Fact of Authorized Person
% RO ABLOD

Name of Signer (Plesse Print)

[RES/O;

Thile of Signar (Ploase Pricg)

DOS-1176 {0805}



STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same
|is a true copy of said original.

WITNESS my hand and official seal of
the Department of State, at the City of

- _ e Albany, on January 20, 2011,
:G | %, 'f« 'g°
i g % ¢
: W
w, . - CD&V .g,
- il a - i . - .
. ?M EN'T . Daniel E. Shapiro

6%

I TY Y LA

First Deputy Secretary of State

Rev. 06/07



For nternst Liss iy

vt o tmeaucc - Business Corporation
Hbany, Y 1200500 Biennial Statement

www. dos.slate Ny us

966238
4k090209

Business Name: . - 0 8
HARTSDALE CONVERTIBLES, INC,

‘ R_H

' 266238 : ' Fited By:
JENNIFER CONVERTIBLES INC
qi? L CROSSWAYS PAHK DR Cash # [¥ difterant than the 45 et
WOODBURY NY 11797
Required Fee: $5.00
Filing Period: 01/2009

{Meke cheks payrbie i the Departiment o State)

The Business Corporation Law requires corporations to update information with the Department of State every {wo years
in the calendar month in which the corporation was formed or authorized. Farm Corporations are EXEMPT from this
requirement and should complete Parts 4 and 5 ONLY, Please review the information in Parts 1, 2 and 3, Update the
information in the space provided, if necessary. If ho changes are necessary, proceed to Part 5. A corporation which
falls to timely file its Biennial Statement shalf be shown to be past due on the Departmsnt of State's records.

Part 1;: Name and Business Address of Chief Executive Officer

Name
HARLEY J QR at
e OrOSSWAYS PAFK D g{fféﬂ' T FREEFTELD

woauﬂgﬁ‘mvmg? : _%L_‘ré/'? CJ}QO_Q'W)?%S ﬂﬂg’ﬁ" &Rﬂ/ﬁ?f _ _
- w@%mygy v | /4797

Part 2: Street Address of the Principal Executive Office (A Post Office Box cannot bs subsiiued)
Address Une 1

et G CROSTWBYS FARK DRIVE
WOODBURY NY 11797 Address Lina 2 7

2p

3“’/&%9@50/2){ /?Y N777

Part 3: Address for Service of Process

Name —
(10 CROSSWAYS PARKOR. TEWIFER_Co/VERTIBLEL . (/e
WOODBURY MY _3179? Aross

i{? CR’@H&/&}(& PPRAC_ DRIVE. S
m@mm&y A (1777

/

Part 4: Farm Corporation Exemption

This corporalion ts a farm coiporation and ls NOT requited ko update information witr tho Depariment of Slate every' o yers. A farm compormticn
ks & corporatlon engaged In the production of orops, livesteck and ivesteck producis on land used In agricultural produciion. Fanm cotporations
should corrpiets Parts 4 and 5 ONLY and retum the form lo the Department of State, Mo filng fee ks requlred for famm wiporations.

Chiock ¥ applicabla
Part 5: Signaturegpfﬁcar, Diraétor, AttorneyQinnFact er Authorized Person
‘ s RBN(_pEoYS
[ rsatul;eﬁ /{/7/ i ‘Nama of Signot (Please Print)
PrESpe. | -
Title of Signer {Please Print)

TOS-1178 (05}

090208002043
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ASHLEY HOMESTORES, LTD
TRADBEMAREK USAGE AGREEMENT

™ Oi

This Trademprk Usape Agrecment {(the “Agreement”) dated
as of thas day of October, 2000 (the “Effective Date™),
by and betwesn ASHLEY HOMESTORES, LTD, a
Wisconsin corporvation, with 115 principal place of business
at One Ashley Way, Arcadia, Wisconsin, 54617
& Lscensor”™) and Hansdale Convertibles, Inc., o New York
corporation  (“Licensee™), with s principsf place of
husiness al 419 Crossways Park Drive, Woodbuary, New
York, 11797,

RECITALS

Licensor has developed the HomeStore Concept,
as defincd herein, for the operation of retall furniture siores.
An integrs] part of the HomeStore Concept is the use of the
Marks, as defined hercin. Licensor has the right, pursuanm
1o a Trademark License Agreement between Licensor and
Ashley Furmiture Industnes, kace. ("Owner”), a Wiseonsin
corporation, to use and suthorize others to use the Marks,
mcluding the FEATTHE ASHLEY FURNITURE
HOMESFORE.

Licensee wil operate a setal furmture store,
Taviag a mmmuin of 32480 sgwere feel of reiail floor
space, af the Authorized Location, as defimed herein, using
the name ASHLEY FURNTYURE HOMESTORE, the
HomeStore Concept and the other Marks afier the Effective
Date m socordance with the terms and conditions of this
Agrecment. Licensee, in operating the Licenscd Business
tas defined herein), will not display or offer for sale any
product or serviee other than the Tradermark Product Line
Inventory fas defiped herein). Al Ashley Products fas
defined hereiny will be purchased by Licensee fror Ohwney
at Owner’s wholesale pnces. Al Accessories (as defined
herein) that are nov sold by Owner will be purchased by
Licensee from manulacturers, suppliers. or distribmtors
tisted ore the Accessory List {as defined herein).

Licenser has reviewed ihis Agveement m M
entirely wHh Hs atlorney and other advisors snd bas
evaluated the HomeStore Concept, the financial investment
required, and all business risks associated with owning and
operating a rewsil fumblure store in accordance with the
teymns and condinens of this Agreement.

NOW THEREFORE. for and m consideration of
the agrecments of the parties so1 forth below. the parties
hercby agree as follows:

i DEFINFTIONS. As used in this Agreement
A, “ACcessories” means {§) non-furpiure ems such

-as plants, prenrres, s, clocks, marrors. siatees,
chma.  bedspreads,  piliows,  and  mtenor
decoranons either sofd by Licensed Busmess or
vsed 10 baprove the appeasrance of the Authoried
Locsson. (i} mathesses and bax springs nes
manufaciured  or  distshuted by Owner. tiniy
demonstraton madels  and il provetonsl
materials used by the Licenscd Business o
promote Ashley Products, (0 compuler sofiv e
and hasdware, and ) 38 goods and producss

.

G.

which are not Ashley Products {as defined
herein) bt which bear one er imore of the Marks.

“Agcessory List” means 3 list, as ammended from
time 10 Ume by Licensoy, of () the Accessories
that Licenser is requived to display and offer for
sale at the Licensed Business, (i) the mattresses
and box spongs not manofactered or distributed
by Owner that Licensee is persvitied 1o display
and offer for safe at the Licensed Business, (i)
the demonstration models and ali promoctional
materials Licensee i3 requived to use in the
Licensed Bosiness, {v) the computer sofbware
and hardware Licensee 15 required o use in the
Licensed Business, (v) the materinls, products,
poads, and other property one or more of the
Marks may be affixed to, and {(vi)} the names,
addresses, and  telephone  numbers of  the
manufaciurers, suppliers, and distrbutors of
Accessories who have been approved by Licensor
for cach sceessory.

“Affiliare” means a legal entity thet dwectly, or
mdireetly through one o more mtermediartes,
controls, is controlied by, or is under commuon
contrel with Licensor,

~Ashley Products” means furmiture, mattresses,
lamps,  box  springs,  and  Accessoriss
mantfacivred  or  distnbuvied by Owner  and
approved by licensor  for  sale under  the
HomeStore Coneep.

“Avthorized Lecation” means the strest addiess
of 168 Glen Cove Road, Carle Place, New York
at which, by dns Agreement, Licensor has
suthorized Licenser 1o operate the Licensed
Business.

“Confidentizl  Ipformation”™ weans the
HomeSiore  Manual  topether  with (1) the
Accessory Last, (4} adl Planned Web Sae(s) (as
defimed herein), PISAD Systems (as defined
herern) and all Duernet-relared matenials and
informaton mchuding, but not hmaked 10, access
codes, identificaton codes, passwords. Jog-in
identification mumbers. and elecironic signatures
provided by Licvusor or Ownaer 1o Licensee for
use i the Licensed Busiess. and (6} all
wformation provided by Licensor lo Licensee
and marked ~Confidential ™~

“HomeStore  Cowneepf” means  the ymage.
technigue, design, concepl. and business methods
developed by Liwensor for the rewalb sale of
Ashley Prodocts and  Accessories in e
funiture gtores suthonzed 1o ase the nane
ASHLEY FURNITURE HOMBESTORE Fhe
HomeStars Concept mchudes, st s nor Hoged
to. apentor décor, color scheme, desion. lavow
sgnage,  decoranens. fursrshings, purchasing

B




M.

methods  and  provedures,  demographic
information, compuier sy stems and software, and
other information systems, provedures, methods,
and techniques that relate to the operanon of the
Resil Store, as defined heremn, and Warchouse,
as defined herein. The HomeStore Concept may,
in Licensor’s sole and absolute padgment, be
changed, modified, improved, and  further
develeped by Licensor during the Term.

“HomeStore  Mavual®  means sl maneals
comaining reles, guidelines, policies, procedures,
trademark usage  standards,  and  other
requircments developed by Licensor, as well as
ali addinons end amendments thercto,  that
Licensee mwst adhere 19 in operating  the
Livensed Busmess.

“Ricensed Busimess” means the Retai] Store and
altached warchouse operated by Licensce, at the
Authorized locasion, utifzing the HomeStore
Concept and the Marks, all in accordance with
the terms and conditions of this Agreement.

“Licensed Tesritory™ means the geographic area
described on Exhibit A,

“Marks” means the wademarks, including the
name ASHLEY FURNITURE HOMESTORE,
set forth n Exhibit B attached hereto, as may be
modhified  from nme Ao tiree by Licensor in
Licensor's sole discsenon.

“Personal Guarantor’™ mears an sndividusl or
entity that 15 responsible and Trable for any
obligations of Licenser under this Agreemant.

“Principal Owxner” Means Jenmifer
Convertibles. Inc. a Delaware corporation, which
is the sole owner of 100% of all shaes m
Licensee

“Retail Store” means the micnior and exterior of
a furnitore store bavieg () 3 wiromum of 32 480
square fees of renail floor space that i used by
Licensee for the sole pwpose of displaving
Ashlev Products and Accessones for resale 1o
relml customrers and (i1} eftuched  warehouse
sprace of ab jeast 500 sgoare {eet thal wili be used
exchosively for the sole purpese of receiving.
sioripg. and defivering the Vrademark Product
Lare Iventory. The retadl fJoor space” shall not
mulude she floor space devoted o offices.
halbways,  anlity  rooms. storage spaces.
restrooms, warchouse. and preparalion, recenving,
and repair arcas.

“Ferm T omeans the period of time during which
ths Agreement will be i effect and beging on the
Cffective Diste and conbmues for a penod of sivey
(607 monihs thereafter

“Trademiark Prodect Line Jovemtory” means

Licensor for sale by Licensee, uwsing the
HomieStore Concept, st the Authorized Location.

Q. “Warchouse” means 3 separste warchouse at a
focation approved by Licensor that is vsed for the
perpose  of  gecelving, propanng,  repaingg,
schedohng, storing and delivering the Trademark
Product Line Inrventory and that meets al) of the
recuiraments set forth in Exhibat C.

2z LICENSE. Licensor hereby grants 10 Licensee,
subject o the terms and conditions of this Apgreement, a
nonexciusive, lionted seblicense to use the HomeSiwore
Concept and the Marks, including the name ASHLEY
FURNITURLE HOMESTORE, during the Teom
comnection with the operation of the Licensed Business at
the Authonized lLocation. Licensee will not relocate or
move the Licensed Business from the Authorized Location
without Licensor’s prior written approvat.

3 BUSINESS IDENVIFICATION. Licenses wil)
operate the Licensed Business under the name ASHLEY
FURNITURE HOMESTORE and no other pame.  In
addition, Licensee will use only those Marks, names, logos,
and signs, both exterior and interior, that are approved by
Licepsor for use  the Licensed Basiness.

4. BETAIL _STORE OPERATION.  Immediately
afiey the Effective Date, Licensor wiil provide Licenses,
through clecworie or other means, with a copy of ity
HomeStore Manual,  Licensor may, at any iyoe, make
addiions and  amendments to the HomeStore Manual,
These HomeStore Manual additrons and amendments will
be distributed, threugh electiomc or other means, o
Licensee st or sbout the same time they are distibumed 1o
other ASHLEY FURNITURE HOMESFORE hoensess,

Licensee will keep its copy of the HomeStore Manual
carrert and vp 0 date with contems as made available by
Licensor. I there are any differences between Licensor’s
and Licensee’s copies, the terms of the masier copy of the
HomeStore manual maintained by Licensor wilt control in
aH respects.

Licensee  will  operate  the  Licensed  Business  and
Warchouse i accordanee with the serms and conditions of
this  Agreement and  allb rules,  gwdebines,  polhicies,
procedures,  trademark  wsage  standards.  and  other
requireinents  coptained  in the  HomeStore  Manual,
mctuding all customer service requirements prescrbed by
Licensor 1 the HomeStore Manual,

Licensee. o opersting  the  Liconsed  Business  and
Warehouse, will pav. on or befoie the date thee become
due all sums due Licensor, Owner, Ashley Disinburion
Services, Ltd. and all other parties with which Licenser
dois business. Licensee acknowledges that Licensee 15 hot
obheated under this Agreemient or by conmmeraal necessin
16 purchase any products or services from Licensor or any
of Hs Affiliates. except for the Tradenwnk Product Lne
fonventory Hems

Licenser,  m operating  the  Lwensed  Busiess  and
Warehouse. will make the financiad expenditures and time
cormmitaents that are necessary o properh matsil, learn o
operale. gporade. and  mmintam, sl s soe expense




computer hardware and softwars in accordance with the
reguirernenis set forth in she HomeSiore Mamuzal,

ORTS. Licensce will wse its bost
efforts o solicit sales of the Ashley Products from the
Authorized Locstion axd, in consultation with Licensor,
develop amneal sales goals and matketing  objectives
reasomably designed to assure maximum sales and markey
penetraion of the Ashley Produris i the Licensed
Ferritory.

6. TRADEMARK PRODIUCT LINE
INVENTORY . Licensee will at all times purchase, carry,
and mamiain, in reasopable quantities, the Trademark
Product Lime Inventory (including alemative fabric
selections and swatches) for sate and display. Licensee will
display the Trademark Froduct Line Inventory in a manner
that simulates, as pearly a5 possible, the consumer’s home
environment.  Licensee will purchase from Owner all
Ashley Products disphayed or held for resale at the
Authorized Locations. Licensee will pay Qwner i Rl for
all Ashley Products comtained in each shipment on or
before the payment datc as indicated on each invoice
Licensee will not. without the written authorization of
Licensser, sell, offer for sale, accept offers, or solich offers
for the sate of the Trademark Product Line Inventory from
any locatton other than the Authorized Location. Licensee
will not sell, assign, transfer, or otheraise disinbale the
Trademark Product Line Inveniory (o any person or catity
in a wholesale manner or i any other manmer that would
faciliate or permit the forther disinbution or resafe of the
Traderark Product Line Inventory in connection wath the
busingss of any third pady.  Licensee will selt the
Trademark Product Line Inventory only at its Authorized
Locanon to retail customers. Moreover, Licensee, in
operaling the Licensed Business, will not display or offer
for sale any product or service other than the Trademark
Product Line bwventory.  Licensee agrees 1o build or
acquire addstional warehouse space to house the Trademark
Product Line boventory that Licensor reasonably reguires
Licensee 10 carry.

; Licensor  will  periodicatly
provide Licensee with an Accessory List. Licensee will
maiain an inventory of. display, and offer for sale.
Accessories in reasonable guantities.  Licemsee wil only
use. display, or offer for sale Accessones that are comtmmed
on the Accessory List. Licensee will purchase Accessones
onby from Owner or from manufaciurers, supphiers. or
distributors comamed on the Accessory List Licensee wilt
not use. purchase. displav. or offer for sale Accessories
from a manufactrer, supplice. or distribulor that s not
comamed on the Aceessory Lst

8. RELATIONSHIP WITH ACCESSORIES
MANUFACTURERS, Livensce ackponcledees that vhe
wrms and condinons of us orders and  purchases of
Accessories will be apreed e by Lyeenses and  the
manufacrurer. supplies. or distibutor of the products being
purchased by Lacensee.  Licensor has no obligation or duty
of any kmnd er characioy whatsoever o procere of assel
Licensor makes oo

LICERsCe I pracuning  ACCessories,
warraney of any kind or charscier vhatsoever wath respect
i Accessonws and surh preducis will carre only the
swarraniies as the manufacturer thereo! eviends 10 Licensee.
Licensee acknowtedges and agrees that Bicersor ey, al s
oplion, (4§ recake sis approval of anyv products prevsoush

Tt

designated on the Acoessory List, and may terminate the
designation of any wanufacturer, supplier, or distributor as
an authonzed supplier of Accessorizs or (1) wodify the
Accessory List 16 include new products and manufacturers,
suppBers, or disimbutors as an authorized supplher of
ACCESSOTIES.

Licenser  shall purchase  Accessories  from  approved
suppliers wnaffilisted with Licensor or Owner, with the
exception of Accessories tems purehased from Ficensor or
Crwner at wholesale price for resale by Licenses at the
Aunthorized Location,

9. MARKS OWNERSHIPF AND USE. Licensee
acknowledges and understands that Owner s the owner of
the Marks and that Licensor bas obiained from Owner the
right to use the Marks and fo sublicense the use of the
Marks. Licensec™s right to use the Marks, including the
nane ASHLEY FURNITURE HOMESTORE, is denved
solely from this Agreemest and is limited 1o conducting the
Licensed Business by Licensee pursuant o and in
compliance with this Agreement and all  apphicable
standards, specifications, operating procedures, and othey
requirements prescribed by Licensor from time o tune.
Every use or display of the Marks by Licensee will include
the federal registration symbol (the lefier “RY enclosed
withm a ciicle (8™ if the mak s registered with the
Linited States Potent amd Frademark Offce, or will
osherwise mchude Whe superseript “TM,” and will be in
accordance  with Licensor’s logo sivle gurdelines as
amended from Gme to tme, the cwrent version of which is
set forth in the HomeStore Manual. Licensee will not (i)
use the Marks, mciuding the pamne ASHEEY FURNITURE
HOMESTORE, or any sislar fradeimarks or trade names,
in & way that 15 likely 1o lead 2 third pevson o bebeve that
Licensee 15 m any way authorized to contract for, bind, or
conmmnit Licensor or Owser i any manner whatsoever; (i}
use the Marks or any portion thereof as part of its o,
corporase or other fegal entity name: {11} use the Marks,
except as provided i Section 16, on the Internct or m
another an-Jine communicalion system or nebwork or in any
vlectronic data exchange systemn; (iv) use any tradernark or
rrade pame of which Licensor disapproves: or {v} register
or atlempt 1o regsier any of Licensor’s o Owner's
trademarks in Licensee’s name o7 in any ather person’s
pame. Any unawthonzed use of the Marks by Licensee is a
breach of this Agreement and  consttutes  trademark
mifringement and enitfes Licensor 1o injunchive refief as
speciied in Section 29, Licensee’s use of the Marks amd
any goodthwil] established by Licensee’s use will inure w0 the
exclusive benefit of Owner and Licensee hereby assipns
such goodwill 1o Crwner and will execute any additional
documents  necessary 1o cffecoate such  sssignment.
iicensee witl not comlest the validity or ownership of any
of the Marks or assist any other persen m contesting the
validity: o1 ownership of the Marks, Notwnbstanding
anvthing comained herein o the conwary, Licensor and
COraner make no representations. waranies, or gusranices
1o Licensee concerning the enforceabibine or use of the
Marks in anyv partioular ade ares. Lacensor and Cheney
further make No represenialions, S aranics, O guaramnecs
of any kind thar the Marks, or anv remsiranens ar use
shereof, do ot infringe o the nghis of any thord person
angd Licensee heveby warves any actions or clams for, and

releases Licensor and Owuer from wyy halelne fov, any
bnsses. expenses. cosis. or damages arssmy from or in amy
v relating to Lacensee’s use of the Marks



Hel NOTICE OF INIFRINGEMENT. Licensce will
inmediately potfy Licensor and Ohwoer wpor Licenses’s
heeoming aware of (3} any improper use of the Marks; (i)
any person of entity using, withowt Licensor’s or Owner's
authorization, any of the Marks, or a confusingly similar
trademtark; or (i} any person or centity alleging that
Licensee’s, Licensor's, or Owper's use of the Marks s
unlawful, improper, or infringes on any rademark, nght, or
claimed privilege of & third party.  Licenses will, at tts
expense,  coopergic  with  Licensor  and  Owner  in
investipating and responding to any clatm made by a third
parey  that  avises, either directly or indirectly, from
Licensee’s nse of any of the Marks, Prowided Licensee s
only using the Marks m the manner prescibed in the
HomeStore Mavoal and gives Licensor and Qwner the
notice referred to above, Licensor will indemmnify Licensce
and its officers, directors, skyeholders, pariners, members,
agenis, cmployees and assigns and will defend and hold
hanmless Licensee from all actons, claims, Habibitics,
damages, and expenses, including reasonable atorseys’
fees, for trademark infrinpesent resulting from Licensee™s
use of the Marks.

il LITIGATION.  In the cvent any person or ety
mnproperty uses or infinges the Marks, Licensor or Owner
will control all litgation and will detesmine whether sin

shall be instiuted, prosecated, or sewtled, the terms of

settlement, and whether any other action will be taken.
Licensee will, at fts expense, cooperate with Licensor and
Owner inoany claim, aclion, o procesding that alfects any
of the Marks.

14, [ 9)5] . M there 1z a claim by any party
thnt #ts pghts 10 use any of the Marks are supenor fo the
tights of Owner and 1if Licensor o7 Ovwnigr determines the
claim s legaliv merttorious, then vpon recetving wihiticn
notice from Licensor, Licvensee will, st s expense,
immediately  make  such  chanpges and use such
modifications or substintions t© the Marks as may be
required by Licensor. Licensee will not make any other
changes or substiutions whatsoever in or 1o the use of the
Marks unless directed by Licensor mowriting, Licensee
acknowledges and agrees that Licensor has the right to
modify, replace. or discontinue vse of any of the Marks at
any time, according 1o Licensor’s sole discretion, and
Licenser agrees to comply. in a tmely manper, with sach
chanpes and sebstiutions at Licensee’s expense.

13, COMPLIANCE WITH THE 1AW, Licensee
will secure and mainiain o force all requived lhcenses.
pernvits, and certificares velaung 1o 1he operation of the
Licensed Business and will operate the Liceased Business
Jin full campliance with ail apphicable Taws. ordinances.
regulations and guidehnes. inctuding without Hmpation, the
Federal Trade Compmssion Guidelnes for the Household
Furnarure Industry and all government regulatons velating
i occvpational hazards and health. the Amencans with
Ihsabihities Aot {ADA) consumer  profection,  frade
regulations. workers” compensation. and unemploymen
INSUTANCE. Ligensee will be solely responsible  for
withholding and paving federal and siate imcome mves,
sovial secunty faves. sales and use 1axes. and property taxes
associated wob operating the Dwensed  Business and
erploving peapie m the Licensed Business.

14, SCOPE: LICENSEXY TERRITORY. Licensor
will mol, during the Term, grant apoter Hoonse for, or
operate for its own account or through an Affiliate, another
retat] furmiture store using both the HomeStore Concept and
the name “Asbley Funtture HemeStore” witlon the
Licensed Terstory, although the Licensed Tormitory miay be
wodified as set forth in Section 15, The Licensed Territory
granted wnder this Agreement is the only fermtorial
protection granted 10 Licensee and does not in any way
expressly or hoplicitly grant any otber ares, market,
lemitorial, or development rights to Eicensee or resirict
Licensor or Owner in any way v ihe manner in which
Licensor or Qwner may conduct or operate their respective
businesses outside of the Licensed Territory, Furthemmore,
sibject to the protection set forth in the first sentence of
this Section 14, Owner and Licensor retam the nght to
engage i or conduect their businesses both within and
owmside the Licensed Ternitory during and: after the Term,
divectly or through their Affilistes or thid parties,
inchuding without Jimianion {i) the operation of the same or
similar businesses selling the same or similar products
(inchuding the Trademark Product Line Inventory} as the
Licensed Business, and (i) the sale and distnibution of
products {including the Trademark Product Line Invesntory)
(&) to or through other furniture distribuiors and retailers or
other distributors md retslers who foatore fmitere as o
component of thewr business, and (b} through any other
chammet or method of distribution, including  without
himimation the Intemel, the PISAD Systern (us defined
herein}, other on-hne communications syslems of networks,
or through any ¢lectromic data exchange system. Licenses
acknowledges and agrees that these busimesses, distributors,
retaiiers, and oiher channels of distribution will be
competing with Licensee for customers and may be selling
the Trademark Product Line Inventory using the Marks or
other trademarks owned or icensed by Oweer or Licensor.

15, CHANGLES IN LIC ED TERRITORY. The
parties acknowledge that, during the Term, business,
econotme, or demographic changes i the  Licensed
Terpitory are Jikely 1o oceur. These changes may make it
advantageous. for various reasens, imcludmg ncreasing the
sales and market penetration of the Yrademark Product
Line Inventory, o open apcthier retail furmiture siore using
the HomeStore Concept within the Licensed Terrstory, I
Licensor decides, in 115 sole judgment, o grant a hcense
for. or fo operate for #s own accourd or through an
Affiliate. ancther ASHLEY FURNITURE HOMESTORE
{the “Additional Ashley Forniture HomeStore™) wathan the
Licensed  Territory, Licensor  will  poitfy  Licensee
Licensee will bave nanety (90) days from the date of the
notice 1o notify Licenser in writing 3f Licenser desires ©
open an Additionad Ashley Yorabure HomeStore within the
Licensed Tersitory.  Licensor wil} consent 1o Licensee’s
opeping  an  Addmonal  Ashley  Fumnure  BomeSiore,
provided thiat ail of the following conditions have been
fully satisfied:

A, Licensee 15wy comphiance with all of the terms
and copditions of 1his Agreement

i3, Licensee demenshrates o Licensor’s satisfaction
that Licepsce has the financial abiiiiy 1 operate
the Addimanal Ashics Furnituee Home Store:

. Licenser agrees (o cuier ot and abite by all
ayreements tequired by Lwensor imclading. but



pot limited 1o Licenser's then-coment form of
heense or other agreesment authorizing the use of
the Marks and the HomeStore Concepy;

D, Frncipal Owner sgrees to execale the hen-
current forme of personal guaranty wused by
Licensor, Owner and the Affilistcs of Licemser
and Owner;

E. ficensee has, in a Umely manner, folly paid and
satjsfied aft of Licensee’s oblipations to Licensor,
Crwaer, Ashley Distribution Services, Lid., and
any other thivd parties who have sold products to
ar otherwise condacted business with Licensee;
g

F. Licensee agrees in a written document, the form
and conlemt of which will be determmed by
Licensor, 1o have the Addivonal Ashiey Furnture
HomeStore  folly completed  and  open  for
business within twelve (12) months of the date
Licenses s noufied that {i) 1t meets all of the
criteria set forth above, and (1) it is authorzed to
open  the  Additiosal  Ashley  Furniture
HomeStore.

if Licensee s wmable. in Licensor's solc judgment, to
saisfy fully any of the conditons coumerated  above,
Licensee's request 1o open an Addinonal Ashley Puriture
HomeStlore wil} be demied avtomatically and Licensor will
be free {without compensation 10 or profest by Licensee) o
{1y gram an addivonal hicense for, or W operate for 1ts own
account o1 through an Affiliste, the Additional Ashiey
Furniture HomeStore in the Licensed Terdtory, and (i)
redoce the Licensed Femtosy under this Agreement as
Licensor determings necessary 1o refllect the business,
ceonomic, or demographic changes in 1he  Licensed
Termory as affected by the opening of the Additional
Ashley  Furmture HomeStose.  Licensor will noufy
Licensee in writing of the revised Licensed Termory and of
the date on which the revision will take effect.

16, INTERMET  SALES AN WER  SHE

APATION.

A . Web Sites. Licensee is prohsbited, except ps
provided i bis Seevon of the Agreement, from
sething or advertising Ashiey Producis using the
snternel, other on-Hnc CoOmmuncanon sysiems o
networks, or apy  electronic dats exchange
systern. Licensee is further prohibited, except as
provided 1 this Section of the Agreement. fiom
using the Marks on the Internet or other on-hne
commemeation sysiem or neiwork or In any
electronie dala exchange svstem, Ohwner hag
developed and Livensor is n the process of
develpping one or more Inernet sites on the
Warld  Wide Web  (colleaisvely  the “Web
Sire(s)7) Addmonal  Web  sites gy be
devetoped  and  wwplemerted by Owner o
pacensor {collecovely the “Planned Web Sites™.
The purposes of the Web Sie(s) and the Planned
Web Snes (the "Web Sue Purposes”} mclude (1)
providing potersal revall consumers of Ashiles
Praducts the apportunigy o veview all produces
contained within the torm " Ashlev Products” as it
15 defimed o thes Agreement (0 provading

potential consumers of Ashley Producis with
mformation concendng retal stores near their
home, where they can view and purchase the
Ashley Producis in which they are inmterested; (i)
providing smswers to gueestions asked by retail
comsmmners  concernimg  current aveilabality of
Ashley Products, the avalability and coverage of
warramties, and ofhier relevant guestions relating
to copsumer satsfaction, and the sale and
distribution  of  Ashley Products; and {3}
providing a method  of  business-to-business
communication between Owner and Licenses and
between Licensor and Licensee. To achieve the
Web Site Purposes, Licensee will be given the
opportunsty to participate on the Web Site(s) or
Planmed Web Sites or both during the Term, at its
own expense  and  according  io policies,
procedures, guidelines, and rules as established
by Owner or Licensor from time 10 time,
pertaining o the content apd operation of the
Web Sie(sy or Planned Web Sites or both.
Licensor retaips alt rights refating o the Web
Site(s) and the Planned Web Sites, including the
right to aller or terminate the ose of such medra,

B. Product Information, Sales and Delivery System.
it 15 understood snd agreed thar Licensor or
Owener, acting individually or collectively, may
establish, from tme te Hme and In the sole and
exclusive judgment of Licensor and Owner,
polivies, procedures, guidelines, and nudes for the
sale and disirtbution of Ashley Products using the
internet, other online communication systems o
networks, of any  electronic data exchange
system, and & retail prices determmned by Owner
{the “Product Informabion, Sales and Belivery
Systemn,”  horcinafier  the “PISAD  System”™})
While the PISAD Svstemn may utilize the Web
Sise(s) and the Planned Web Sies, the PISAD
System s sepasate and distinct from the Web
Site(sy and Plapned Web Sttes. Licensor retains
all rights relating o the PISAD System, inciuding
the right 1o aller or terminate #s use. Owher will
use the PISAD Svstem o sell Ashley Products, at
retail prices  determined by Owner, i the
Licensed Ferntory and may or may not request
tacensee to provide delivery and other services 10
costomers i or within a reasonable distance of
the Licensed Termtory; provided that, prior o
Owmer sequesting Licensee to pravide dedivery or
other services, Owner and Licensee agree on the
amount Cwner will pay Liwensee o ramburse
Licepnsee for those reasonable costs that are
darectly related to the delwery and other services
Ficenser 15 bomg  reguested o provide.
Notwithstanding  the  {oregoing,  Owner man
provide delrvery and other services 1o cusiomers
in the Licensed Terrtory who purchase or have
purchased Ashiey Products,

17 NO ASSURANCES
and agrees that Licensm’s aeceptance of the Authonzed
Location shall not be deemed as constituling a guaraniee.
FECORDTERUATION. WRFANIY. Tepresentibon. o assurange Iy
Lweasor that e Authorized Locanoen a5 capable of
supportny s successiul retal furnjiure store

Licenses acknowledges




18, APPEARANCE OF LICENSED BUSINESS.
The interior and extenior déeor and visual bnage of the
Retaidl Store, ncluding signage, must be created and
maintained in accordance with the HomeStore Concept and
all reguirements set forth i the HomeStore Manual
Addmionally, the equpment, fixtures, furpishings, and
signage at the Authorized Location as well as the design,
appearance, size, and layout of the Retast Store must be
created and maintained in sccordance with the HomeSiore
Concept and all requirements set forth in the HomeStore
Marnual. Licensor’s determination of whether ficensee s,
a any time, in compliance with the requirements contained
in this paragraph will be conclusive and binding on the
parties to this Agrecment.

In performing construction work, reaovation, remodeling,
or sepafr 1o the Retail Store, Warehouse, or any part of the
premises occupied by the Licensed Business, Licensce will
comply with all federal, state and Jocal faws, ordinances,
rules, regulations, building codes, licenses, permits, and al)
other legal and regolatory  requitements  (hereinafter
colkectively called the “Laws™),

Eicensee will smmediately nolify Licensor upen Licensecs
recerving any complaint, claim, or other notice alleging &
fasture by Licensee to commply with any one ur more of the
Laws,

1. LICENSOR'S  RIGHT  QF  INSPECTION.
Licensor and its awthorized agents will have the righi to
enter the Licensed Business at all reasonable times for the
purpese of mspecting the conditions, lypes, quantities, and
displays of Trademark Product Line Jiventory on hand, the
condition, wpkeep  and repair of the premises and
equiprent, the quality of cusiomer serviee rendered, the
peneral manner or method of operating the Licensed
Business, Licensee’s books and records, Licensee’s use of
Ihe Marks and facensee’s compliance with the terips and
condimions of this Agreenrent and the HomeSiore Manual.
I Licensor determines that Licensee has faited to opersw
its Licensed Busipess in secordance with the terms and
conditsons of this Agresment and the HomeSiore Manual,
Licensor will notifv Licensee m accordance with Section
TTM).

0. ALTERATION OF ASHLEY PRODUCTS AND
NAMES. Licensee will not make any alierations 1o, o
modifications of. sav Ashiey Products sold by 1 In
addition, all Ashiey Products will be advertised and sold
only under such Marks or other names and designations as
Licensor or Owner spectly from time o time, 1 wiiling
Unless othereiase suthorized by Licensor an writing.
Licensee will not promole. advertise. or  self am
Accessones usmg all or any porsion of any  name.
twademark.  or  other  deptifications  sdentifying  the
I?EH'i}llfiii'HJH.‘l 521(’?{“(?(.

Z1. WARRANEY OF  ASHLEY  PRODUCTS.
Licensar makes no wamanites or representations. whether
express or unphed. with respect to the Trademark Prodact
Lane Irecentory stems except such warranty as shall from
ume 10 e be Owner's o the other manufacturer's
standard warcann with respeot e each Trademnrk Produet
Lo dmeemorny em m guestion, AL the thne 2ach
Trademark Product Line hvemony Hoem s debivered 1o
Licensee, Onvner or the othey manufaciirer shall be deemed
te have warpmped each Trademark Product Line Joventon

itern 3n the mamner snd to the extent set forth in Cwreer™s or
the ‘other manufacturer’s warsanly applicable thereto. In
copnection with each sale of s Teademark Froduct Line
Imventory stemn, Licensee wilt pass Qwner’s or the other
manufacrer’s warmanty on fo Licensee’s customers,
Licensee agrees o mmake no other promise, sepresentation,
or warranty of any kind oy character whatsoever, express or
wplied, with respect 0 a Trademark Product Line
Inventory item cxcept Owner's or the other manufactorer™s
warranty applicable thereto. Licensoy and Owner will have
no Hability or obligation to Licensee or any other person
that arises divectly or indivectly from additional promises,
representations, or warranties made by Licensce or any
employee or agem of Licensee, that extend, enhance, or
modify any wasranty given by Cwaer for Ashiey Products.
In this regard, Licensce will defond, mdemmify, and hold
Licensor and Owner harmless from any and all clabms,
dermands, proceedings, or actions of any kind or character
arising in any mapner whaisoever from any additional
pronnse, vepresentation, or warranty made by Licensee or
any apent of employee of Licensee.  UNDER NQ
CIRCUMSTANCES SHALL LICENSOR OR OWNER
BE LIABLE IN ANY MANNER WHATSOEVER FOR
ANY INCIDENTAL OR CONSEGUENTIAL DAMAGES
SUSTAINED BY LICENSEL DUE T ANY DEFECT
IN, OR FAHURE OF QUALITY OQF, ANY
TRADEMARK PRODUCT LINE INVENTORY ITEM.
Licensee forther acknowledges and agrees that Owner™s or
the other manufacturer’s Habilty onder #y warranties is
conditioned upos Owoer o the other manufaciarer being
provided with such information as it may reguest in order
o delermine to s satisTaction that a breach of warranty has
occusred, which may include, smong other things, retorn of
the aljegediy defechive dtewr to Owner or the other
manufacturer for it inspection,  THE WARRANTIES
DESCRIBED  HEREIN  SHALL BE THE ONLY
WARKANTIES MADE BY OWNER AND OTHER
MANUFACTURERS WITH RESPECT TO THEIR
FRODUCTS AND SHALL BE EXPRESSLY IN LIEU OF
ALL  OTHER WARRANTIES EXPRESSED  OR
IMPLIED, INCLUDING ANY AND ALL OTHER
WARRANTIES OF MERUMHANTABILETY, FITNESS
FOR A PARTICULAR  PURPOSE. OR  NON-
INFRINGEMENT OTHERWISE IMPLIED BY LAW.
OWNER HAS EXPRESSLY RESERVEIDY THE RIGHT
TO  CHANGE, AMEND  OR  ABOLISH  ANY
WARRANTIES IT MAY FROM TIME TO TIME MAKE
WITH RESPECT TO ANY ASHLEY PRODUCT,

22, PERFORMAMNCE GF WARRANTY WORK.
Licensee will, as requested by Owner, perform all wamraniy
service work that has bees pre-approved by Guwner and is
covered by Oweer's standard searranty on Ashiey Products.
Licensee will follow the procedures established by Owner
when providing or perfovming wasebny service work on
Ashley Produets and in dealing with costomer warranty
claims.  Licenser acknowledges that Owner will onky
retmburse Licensee for costs or charges. that have been pre-
approved by OQwner. which Licensee nowrs in performing
warranty work covered b Owaer's standard warrangy for
Ashley Products.

13

AL Advertimng Campayns Dunag the Teem,
Licensor and Owener oo minate advergsing
camnpiigns 16 promote  he sale of  Ashies




Producks.  Eicensee™s  parlicipabion B fhese
adverlising camipaigns s optional,  if Licenscc
clects to participate I advertising camnpaigss
instiated by Licensor or Oener, Licensee will be
solely and exclusively responsible for obtaining
and preparing a)) advertisernenis snd advertising
raterials, and for all costs Livensee mours by
participating in these ndvertising  campaigns.
Notwithstanding the foregoing, wath respect o
amy such advertising campaign, Licensor oy
Cwner may, but will sot be obligated 1o, assist
Licensee by providing  advertisemnents  or
advertising materials, at no cost to Licensee, o be

wsed  in comnection  with  the  adverlising
campaign,
B Licensee’s Advertising. Licensce will regofariy

advertise and actively promote the Licensed
Business and the sale of Ashley Prodacts during
the Term. All such advertising and pronsotion
will be planped, designed, propramimed, or
distribited by Licenses and Licensee will be
solely and exclusively responsible for all content,
costs and expenses associated therewith.  Any
payments for said costs and expenses will be paid
w third parties and not to Licensor or Owner.
Licensee agrees 10 obtain Licensor's prior wrilten
approval of Licensee’s use of one or more of the
Marks in any advertising or other promotonsl
material not developed by Owner or Licensor.

24 REP S, Licensee, at 1t expense, will subsmit
te Licensor within forty-five (45) days after the end of zach
fiscal guarter, frmancial tepents, including balance sheets
and ncome statements, wilh respect o the preceding fiscal
quarter in the form and comem reguired by Licensor.
Licensee wili also submit 1o Licensor within ninety ()
days after the end of Licensee’s fiscal year, an imtome
statement for the fiscal year and a balance shect for the Jast
date of the year, all preparcd in accusdance with generally
accepled accountung principles. Upon Licensor™s request,
the annual satements will be prepared and reviewed by an
mdependent certifed  public accountami, properly  snd
accurately refleciing Licensee’s results of opemation and
financial condition for {he penod and 8! the date indicated
thereis. Licensor reserves the night o sequire Licenser to
sybini, on a copsistent basis, certified fimancral statements,
prepared by sccordance with generally accepted accoumting
principles. Licensee will prepare and submmil, 1o Licensor,
any addstional repons requested by Licensor dunng the
Term.

25, PERSONAL O ANTEES. Principal Oramer
must be s Personal Guarantor. Personal  Guarantor
gcknowledges and aerees thal it s directh responsible and
frable  for all obligabons.  responsibiiities.  Habihties.
covenants.  and  agreements of  Licepsee wnder  this
Agreement or otherwise ansing ovt of. or in connection
wiit. the operatien of the Licensed Business (collectvely,
“Licensee Obhigasons”) regardless of whether the rorm
“Personal Guarantor” 15 specifically referenced o thas
Agreerient in comneolion wih oa Licenser Obligation,
Persomal Guarantor will sign (1) the personal cuaranty form
attzched o ths Agsecment. {u) the cominumg guaranny
formy atrached w0 this
riquires a delferent

Agreement, or (i) i Licensor
persenal gomanly 6y continwmg

-]

puaranty  form, the personal goaranty of continuing
graranty form then required by Licensor,

2. INSURANCE. Licensee will procure at its own
expense and maintain i foll force aod effect during the
Fenm, msurance policies profccbing Licensee, Licensor,
Owner, itheir Affiliates, and thelr, officers, directors,
sharchobders, partners, members, agents, and employees,
against amy less, Hebility, domages for bodily inpury,
property  damage, personal iy, and all expenses
whaiseever ansing from or occurring upon or ansing
dircetly or indirectly frow the operation of the Licensed
Business. Licensor and Owner wiil be named as additional
named inswreds in the policies obtmned by Licensee 1o
imsuze the operation of the Licensed Business al the
Authorized Location. The policies will be purchased by
Licensee no later than the Effective Date. The policies wil
he issned by insurance companies satisfactory to Licensor
i accordance wilh standards and specifications setl forth in
the HoemeStore Manual or otherwise mowriting, and will
include at a minimum, the following coverages (except as
addiioral  coverage and  higher  policy  himis  may
reasonably be speafied for all Heensees, from time to fime,
by Licensor in the HomeStore Mapual or otherwise i
wiHing):

{1} Commercial  Liability  Insaranee includimg
premises  Hability, products  fiabibity,  and
contractaal hability for bodily imjury, propuorty
damage, and personal mjury coverages, with a
per occurrence it of at lesst one mallion dolfers
(51,600,000, a producisfeompleicd operations
aggregate Bmit of at least one mithon delars
{$1,000,000) and 2 general aggregate Hmit of @
feast two milhion doltars (52,600,000},

(it} Awmomobnle  Lababty Tnsurance covenng  all
owned, hired and gon-owned vebickes, for bodily
mjury, propenty damage, uninsured rmotorists and
vnderinsured  motorists  coversges.  wrh 2
combined single bmit of at Jesst one million
dollars {$7,000.000) for anv one loss oy accident:
and

taii} Workers”  Compensation  and  Fmplover’s
Liabiliiy Insurance, s well as all other insarance
as may be required by stafute or role of the sitate
m which the Licensed Business is located and
operated.

The insurance afforded by the policy or policies respecting
fability will not be hrted 10 anyv way by reason of any
insurance mamntstned by Licensor or Owner. A cernficate
of Inswance showing compltance with the foregomg
requiremenis wil be furmshed by Licenser to Licensor
witfin thirty {30) days of the Effective 1date. The
certificate will state that said policy or policies will not be
caneoled. nenrenewed. or mateniably aliored withowt ay feast
thirty {30} days’ pnior wolien notice 1o Licensor and will
reflect proof of pavment of prenuums. Maintenance of the
msurance  and the  performance by Licensee of the
obhgations under shis Secnon 2 will pot reliove Licensee
of labiy under the indemmity provision set forth in
Segtion 36, Liceasor mav modiy the minimum Hmns
required abose from nme w0 tme. a3 comdiians require. by
wylites potice 10 Liconser. Should Licenses not procure
and mamiain the msurance coverages as required by this



Agreemert, Licensor will have fhe mighi and authority
{without, however, any obligation} to procore the above-
seferenced insurance coverages bmediately and (o charge
the cest of procenng the instrance o Licenses, The cost of
procuring the inswrapce will be payable by Licenses
nnmedistely npon notice,

s PEFAULT, The cecarrence of any one or more
of the Tollowing events shall copstituie an event of default
{“Event of Defaull™)

A, Licensee becomes insotvent or generally does not
pay irs debls as they mature or applies for,
CORSENLS o, 0F acquiesces in the appeintment of a
cuslodian, trustee or receiver of Licensee or for
real or personal property used by Licensee in the
Licensed Business or, in the absence of such
application,  consent, o©F  acquicscence, a
custodian, frastee, oy receiver i appointed for
Licensee of Jor any real or personal propenty vsed
m the Licensed Business and is not discharged
within sixty {60} days;

8. Any bankruptcy, FEQYANIZETION, debt
arvangement, or other procecding wnder any
anlouptey or msolvency taw 15 instiuted agamst
Licepsee, has been consented to or acquiesced in
by Licensee, oy remaing undismissed for sixey
(60) days, or an order for rediel has been entered
against Licensee, or Licensee takes any action &
approve mstitation of, or scguwescence in, such 8
proceeding;

C. Any dissolution or Lguidation proceeding is
instituted by or against Licenses and, if institued
sgainst Licensee, is consented o or acquicsced i
by Livensee or remains for spav (60} davs
undismissed, or Licensee 1akes any aciion 1o
approve the institution of, or acquiescence i,
such a proceeding;

. Licensce masuses or makes an unauthorized use
of one or mure of the Marks or comumits any act
that, i the judgment of Owner or Licensor,
irnpairs or detracts froms any one o move of the
Marks or the goodwill associmed with anv of the
Marks;

Licensee abandons the Licensed Business or fails
or refuses 1o keep the Licensed Business open for
business during these business days when other
fumiture snd retail stores within a 50-mile radivs
of the Livensed Business are open oy business:

F. Any representabon or warranly made by Licensce
herein or in any agreement, cerlificate, financial
stalement. or  other  simement  fumished o
Eicensor proves o be false or misleading in anv
material respect as of the date on whsch the same
wis made:

G. Licensee fails 1o pay when dee. all smounts due
Licenser.  Owner,  or Ashlev Diystribution
Services. L

B, Licensee fadls o pay when due, any amounis due
any third party with which Licensee does
business or any federal, siate of wyomicipat
government (inchding all applicable federsl and
state taxes), wpless (1} Livenser comiests in pood
faith, by oappropriste procesdings promptly
mitinted and didigently conducted, the vabdity of
the tex or other amounts cdaimed due and (i)
creates reserves or other provisions that are
required by generally  accepled  accounting

principais;
I. Licenses fatls o comply with Sections 30 or 36;
L. A judgment or judgments for the payment of

money in excess of 510,000 in the aggrepate is
rendered against Licensee and such judgment or
judgments remain  wnsatisfred, wnstayed and
vabonded for 2 period of sixty {60} days afler the
date such judgment or orders are reguired to be
paid;

K. nncipal Owner, Licensee or any of Licensee’s
supervisers, managers, directors, or officers s
convicted of, or pleads puilty or no contest 1o, (1}
o charge of wvioluting any law rchating 10 any
Licensed Business, o1 {13) any felony that, 1 the
judgment of Owner o1 Licensor, bmpairs or
detracts from any one or more of the Marks, the
goodwill associated with any of the Marks or any
Licensed Business;

i. Licensee or Prnncipal Owner wiliully deceives
customers refative o the source, nawre or quahty
of goods sold: or

M. Licensee fails to comply wHh any agreement,
covenam, condition, provision, or ferm contained
in this Agreement or the HomeStore Manaak tand
such failure does not constitule an Event of
Drefaull undey anv of the viher provisions of this
Section 27} and such-fajhure continues for thirty
{30} calendar davs after notice thereof shall have
been given by Licensor or Owner o Licensee,
provided. however, that if any  such non-
comphiance ¢annot, with diligence, be cured
within such slerty (30} day penied. and i
Eicensee has proceeded  with  dibgence  and
contnues o proceed with diligence 1o cure such
default,  the  tme  permitted  uweder  thus
subparagraph (M) will be extended as required o
cure such default with ditigence, but i no event
shall such extension exoeed an additional Nifleen
{15) davs.

78, Rt Foany Event of Defaein desonbed
w Secton 77 shalf oeonr, Licensor shall bave the right 1o
immedsately rerminagie Uns Agreemens. Upon Licensor's
tervnation of this Agreement, all of Licensee™s rights and
privileges under 1his Agreement, including bat not limited
to Licensee’s vights o {1y use she Marks. (i1} operare the
Licensed Business, $101) parsorpate s the Web Sitesy or
Planned Web Siies or both, and {(») parbapsie :noany
Internet program estabhished by Lioonsar or Ouwner shall
beimmediatehy lermimated,




At the end of the Term or wpos Licensor’s ermnation of

this Agreement, whichever occurs first, Licenset shail
immcdiatcly perform all of its obligations vader Section 32,

The parties acknowledge that if Licensee fails or refuses w
fully and timely porfonm any tenm, condition, covenant, or
ebligaton to be performed by it wnder this Agreement
therers coltectively  called  “licensee  Breach™), tha
Livensor and Owner will suffer moeparable hamm tha

- cannot be adequately compensated in damages 0 sn action

of Iaw.  Therefore, in the event of & Licensee Breach,
Licensor will be entitled, without proof of damages, to
immediate infunctive relief (including, but not Jimited 1o, 2
temporary restraining order, temporary injunction and
permanent  imjunction, all without bond), restrainng
Licensee from compnttiog or coptinuing te commit a
Livensee Breach, Notwithstanding anything comaned
herein to the contrary, this Section will not be construed o
Fimit Licensos’s rights to pursue any wiher remedy or relief
available wnder this Agreement or otherwise avalable.
Licenser further agrees that Bicensor’s pursann of any
rernedy under this Agreement or otherwise avatlable will
not constitule an election of remedies by Licensor, and
Licensor will be allowed to spht its clwmims agamst
Licensee, both legal and  equilable, in separale and
cupulative  actions.  Therefore, Licensec agrees that
Lseensor’s Aght 1o an injunction will not Bmit Licensor's
nehts ¢ any  other remedies,  including  damages.
Furthermore, Dicensee agrees that if Licensor prevails in
any suil or proceeding o enforce s rights under this
Apreement, then Licensee will indemnify Licensor for ali
expenses incurred by Livensor in such sut or proceeding,
including reasonable antorneys’ fees

29, INJUNCTIVE REEIEF. I Licensee breaches of
threatens @ breach any provision of this Agreement,
Licensor or Owiner will be entitled 10 an infunction, without
bond, i sccordance with Section 39(GY.

a0, Licensee will not  assign,
wansfer, morigage, cocomber, Jease. or sublicense this
Agreemcent. the right 1o wse ihe Marks, or any interest in the
Marks. or aflow anvone not 2 party to this Agreement to
nse the Mnks, withowt the prior written copsemt of
Licensor. Anv assigoment ip contravention of this Seclion
30 wiil be void Any assignment without Licepsor’s
consent will constinie a defaels under this Agreement and
will confer no rights or interest under this Agreemen o
any other party. Licensor has the right, withow fmitation,
Lo condinon any corsent to @ transfer proposed by Licenser
upep: {1} the proposed assignee’s satisfacton, in Licensar’s
sele prdgment, of such fingncial, training and business
experience {inciuding relevant experience in the operation
of one or more retml furmiure stores) reguirements as
esiablished frony time 6 tme by Licensor: (i} Licensee’s
full sanistaction of all of Licensee’s moneiary obligations to
Licensor andfor Orwners and () Licensce. Personal
Guaramtor(s) and  all persons or  ennfies  having  anv
owenership i Licensee signing s document. in the form and
comten prescribed by Licensor. releasing Licensor. Owaer,
Ashley Distribupon Services, Lad.. andd therr subsidianes
and affiliates (hescin cofleciively catled  the “Released
Partes™ 3 as wel as the Released Panies” ofhcers,
directors, and emplovees. from oy and all elarms, causes
of action demands, damages and Habimes of any lind.
patupe of deseription whatsoever, known or unknown. thas
Lwensee ot Personal Guarantor{g) may hine as of the dae

said rcicase is signed, against the Released Parties oF any of
the Released Parties” officers, directors or emplovers.
Licensor reserves the right {0 assige or transfer unlateraily
g imerest an this Agreement, incloding all rghts and
ohbligations srising hereunder, withont Licensec’s approval
oF consent.  Any assigament or transfer by Licensor will
inure to the beachl of Licensor’s successors and assigns,
Licensor will provide Licensee with written notice of any
such assignmoent or fransfer.

31 Eicensee shull have no right to
repew  this Agrecmment upon expiration of the TFemn
However, upon expirafion of the Term, if Licensee has not
previously  enfered  inte, renewed, or extended any
apreements that pernmt Licensee to use the Marks and
HomeStore Concept beyond the first term of Livensee and
Licensor's origingl agreement Jcensing the Marks and
HomeStore Concept, then Licensee will have the right to
enter info Licensor’s then-corrent form of a mon-cxclusive,
imnited sublicense or other sgreement authonizing the use of
the Murks amd the HomeSare Concept at the Authornized
focatton for a terms of sixty (60} months (the “New
Agreement™),  commmencing  imediately  following
expiration of the Term, provided Licensee has fulfilled. 1o
Licemsor's setisfaction, cach of the folowing conditions
precedent before the end of the Tern

A Licensee  gives  Livensor  written notice  of
Eicensee’s  iment 10 enter  dmo the  MNew
Agreement at least twebve (123 months bt no

more than Bfteen (15) months before the end of
the Term;

B. Licensee signs the following documents withip
iharty (30} davs afler their dedivery to Licensee: (1)
the New Agreement and (1) sll other agreements,
legal instruments and docurnents then used by
Licensor to grant the sublicense referred 10
herein, The New Agrezment, other agreements,
fegal mswuments and  documents  referred 10
herein, may vary matenally from this Agreement
and other agreements, lepal  imstroments  and
documents eurvently in use by Licensor, The
relabiensiip berween Licensor and Licensee during
the term of New Agreement will be controlled by
the 1erms and condwions of the New Apreement,
except that any jepewsl provisions in the New
Agreement and i oany other agreements, legal
mstrmments and documents will not spply, and
Licenser shall have no right 1o renew or extend #s
sublicenst following the exparation or termination
of the New Agreement:

¢ Principal Owner execules the then-current fonm
of personal guaranty wsed by Licensor. Owney
and the Affilistes of Licensor and Owner within
Sy (3 davs after debvery to Licensee’s
CWRETS:

D. Pruring the Ternn Licensee has complied with all
of the woms sad conditions of {1) this Agreement,
including but pot imied v the obliganon 1o pay
when due 2il monetare oblivations 10 Licensor,
(nener Ashiey Phsteibution Services, Lid . or am
third parties with whom Lrcensee s done
business. {65} the HomeSiore Manual, (wi any




agreements, legal nstroments o documents
between Bacensee and Licensor, Owner or any of
Licensor's or Owner's respective affiliates or
subsidiaies, = (iv) any agreements, legal
instruments or documents between Licensee and
Owner  or between  Licensee and any  of
Licensor's or (Owner's affiliates or subsidianes;

E. . Licensee provides writlen proof o Licensor that
Licensce has the legal night (o use and operate &
Retail Store at the premises of the Authorized
Location during the term of the New Agreement;

F. Pror to termiination of the ingtial Term, Licenses
makes, at its expense, capital expenditures a8
may be necessary to remadel, modemize,
redecorate, equip and refonish the Licensed
Business so that the interior amd exterior décor,
visual jmage, equipment, computer bardware and
software, fixtures, furmshings, and signage, as
well as the design, appearance, stze, and layout of
the Licensed Business meet Licensor’s approval;

G. Licensee is in comphiance with the then-current
trainng requirements of Licensor; and

. Licensee, Personal Guarantor(s) and all persons
or entiies having any ownership in Licensee
have signed a document, inthe form and content
preseribed by Licensor, releasing  Licensor,
Crvner, Ashley Distribation Services, L4d., and
sheir  subsidianes and affiliates (herein
collectively called the “Released Parties™), as
well as the Refeased Parties® officers, direciors
ani employees, from any and @] claims, causes
of action, demands, damages and habibities of
any kind, pature or description whatsoever Hat
Licenser or Personal Guarantor(s) may have as of
the date sad release is signed. against the
Released Parties or any of the Relessed Parties®
officers, directors or emplovees.

Licensor's determmation of whether Licensee has complied
with the conditions precedent contained in this Scction 31
will be conclusive snd binding on 1he parties 1o this
Agreement,

32. LICEMNSEE™S CBLIGATIONS UPoN
EXPIRATION OR TERMINATION. Upcs expiaten or
wommatior, this Agreement and all rghts graned 1o
Licensee under this Agreement will immediately terminate,
and

A, Licensee will imnmediately cease 1o operate the
Licensed  Business and  will ot thereafler,
irecthy or mbrectly. represent o the public or
hold reself out as o present o1 former heenser of
Ficensor or Owrner;

B. Licensee woll nmedistely and penmanenily coase
o use the Marks and any name. service mark, o
trademark confusimely sbmilay 10 one or more of
the Marks:

C. Licensee will smmediately and permanenthy cease
lo use v digtinetive forms, glogans, sigis,
ssibols, opos. or devices mssociated wuh the

1o

Magks, the HomeStore Concepi, Licensor er
Owner,

I Licensee will irmmediately and  permanenty
remove or- obliierate, at Licensee’s expense, all
signs containing apy of the Marks, and/or self w
Licensor such of the aforesmd sigas as Licensor
may Tequest, 4l Licensee™ original cost mipus &
reasopable sMowance for depreciation, wear and
iear, and obsolescence;

E. Licensee will cease to use and, af ity expense,
will (1) mnmediptely retur to Licensor, all
advertising matexials, stationery, fonms, and all
other materials and artices that display one or
more of the Marks or (i) al Licensor's request,
and under Licensor’s supervision, destroy all
advertising materials, statiopery, fonns, and all
other muaterials and articles that display one or
more of the Marks;

F. Licensee shall immediately ansfer, assign, and
copvey to Licensor, oy Licensor’s designee, any
service mark or trademark used by Licensce in
operating the Licensed Business

G Licensee will immediaely revan all Condidential
Infonnaion together with all copies thereof 1o
Licensor;

H. Licensee will costinue 1o keep and maintain the
confidentiality of all Confidential Information:

i Licensee will wmmediawdy assign, transfer, and
convey o Licensor all telepbone and facsimile

iransrmHssion nombers used by the Licensed
Business;
). Licensee will tmmediately assign, transfer, and

convey o Licensor all domam names used,
owned, licensed, or repistered by Licensee in
connection with the Licensed Business,

K. Licenses wilbimmediately toeminnle parbeipation
in the Web Stie(s) and Planned Webr Sires;

L. Lacensee will unmedimely pay Owner  and
Licensor all sums due 10 Owner and Liceasor
from Licensee, without set-off or dindpution on
accourt of vahiquidated claims against Licensor
of Owner: and

%R Lscensee will fmmediateh take 3l achons and
execute any and all docunients, agrevments and
assurances as mayv be necessary or desmrable, as
determined by Licensor i its sole discretion, o
fully carrv owt and consummaste Licensee’s
pbhizations under this Secton 32

Upen the termmation or oxpivation of this License. and
withsn thirty (307 days thereafter. Dicensee will perrait
Licensor. Craner and their respective cmplovess and agents
o enter the Rewail Store. Warehouse, sad sl other premises
orcepied by ke Bicensed Rueginess prior 10 the erminsiion
ar expiration of thes License for the purpose of determmng
of Licensee has comphlied with the provisions epntained s
thts Sechion 37,




EES LIMETATION OF LIABILITY. Meither
Licensor nor Crwner will te hable for any mdireet, special
or consequential demages or ost profits arising ot of or
rejabing to this Agreement or the termination, expiration, or
nonrenewsl of this Agreement.

34, NOTICES. AW sotices, requests, approvals, and
consents and other communications requwired or penmiited
vnder this Agreement will be delivered personaily or sent
by (1) first class UK. Mail, registered or ceriified, retum
receipt requested, postage pre-pad or () U5, Expresy
Mail, ar (32) sivrhar, other overnight courer service, and
addressed 1o the parties and Owner &t thelr respective
addresses sef forth below, and such notice will be effective
o receipt. Owner o a party may chanpe its address for
receipt of notices by service of a antice of such change in
accordance herewith:

Ashley HomeStores, Lid,
Avn: Chardes Spang
One Ashiey Way
Arcadia, Wl 54617

H 1o Licensor

Kostner, Kosio & Brovold
Alln: William N, Koesio
HI& West Main Strect

Arcacdia, Wi 54612

With a copy w:

Harsdale Convernbles, Ine.
Aua: Havlev I Greenfield
419 Crossways Park Drive
Woodbury, New York F1797

o Licenses:

If 1o wner: Ashley Fumiture Industnes, Ing.
Attn; Todd R, Wanek

One Ashley Way

Arcadia, W1 536)7

With a topy 10! Ashley Fumitere Industries, nc,
Attn: Paulette Rippley

One Ashiey Way

Arcadia, Wi 54612

33 RELATIONSHIP OF PARTIES. Licensee
acknowledges that under 1ns Agreement Licensee 35 nol.
and  should not be  considered.  an apgent. legal
yepresentative, joint-venturer, Heensee, pariner. emplovee,
or servant of Licensor or Quwner for any  purpose
whatsoever, other than for the purposes expressly sel forth
o this Agreement. Licensee  further recogmzes  that
Licensor and Owner have no fiduciary oblhiganons o
Licensee. Licensee is an independent contractor and not an
emploves of Owner or Licensor.  All people working for
Licensee will be emplovecs of Licensze. Licensee will be
sofehy responsible for all incidenis of emplovment
melugime  wohbolding  and  payviop income  taxes,
wnemplovisent compensabion taxcs, and sodsl scourty
tanes: paving workers” COmpEnsaion Dmance premivms;
and complying with sl daws, sules and regulabions.
including but not Jimited 10 the Fair Labor Standards AcL
Na person permitted o work under Bus Agreemeni will be
an emplovee of Licensor or Chaner. nor will Dicensor o
Chamer be a o emploser. Bicensee acknow ledaes thai s
Licensed Business will be operased at s
Licensee ol rdentfv nself onbv oas an “ladependentdy
Owneed and Opurated Lacensed Busmess” on sl documens

s risk

and materials it uses, including alf advertising, business
cards, letlers, envelopes and ofher solicitation materials,
As an independent contractor, Licenses has no authority,
express or imphied, 1o bind Licensor er Owner in any
respect whatsoever without the express wiltten consent of
Licensor or Owner. Therefore, Licensee is prohibited from
making wry telephone hsting, olility service agroement,
lease for office or storage space, employment relationship
or other contractusl obhigatios in Licensor™s or Owner’s
mre, Licensee will not provide any verbal or writlen
warranties, representations, terms of conditions 1o potential
customers or purchasers of Ashley Products, other than
such warranties, representations, terms and conditions
established by Owner.

36. INBEMNIFICATION AND HOLD
VVVVVVV 1t 15 wndersiood and agreed that Licensor
and Owner will in no evem asswme Hability for, or be
deeined Hable under this Agreement a5 2 vesult of any claim
or judgment arising from Licensee’s operstion of the
Licensed Business. Licensce waives any and all clahms
apanst Licensor, Owner, thesr Affilistes, and their officers,
directors, shareholders, partners, members, agents  and
employets for damages o property, death or injuries of
damages to persons arisinp divectly or Indirectly out of the
management or operation of the Licensed Dusiness.
Licensee will indemmify and save Licensor, Owner, their
Affiliates, and their officers,  dhectors,  sharcholders,
partners, members, agents and emplovees harmless from
any and sil damages for demrage 1o property, deash, or
injury, or damage io persons, through negligence of any
party oF otherwise, anising from o1 In connection with the
aperation of the Licensed Business or with the operation,
use, or occupancy of the Auwthorized Location, mcluding
attorneys’ fees and costs, Licensor, Gwner, their Affilzates,
and thewr  officers,  directors, sharcholders, panmers,
members, agents and employees will have the absolue
tight (but not duty} lo defend apy claim made against them
that resuhs from or arises out of the operation of the
Licensed Business or the operation. use or occupancy of the
Authorized Location.  Licensee wifl yomburse Licensor,
Owner, ther AfTHaes, and their officers, directors,
shareholders, partners, awmbers, agents and employees for
all costs reasonably incursed by them i the defense of any
clatims brought agamst them or in any action in which
Licensor. Owner. any of their Affiliates, and their officers,
directors. shaveholders. panners. memberss, agents  and
emplovees s named as a party, mcluding sllorneys’ fees
and costs. Al of Licensee’s obligstions and covenants
under this Section 36 will suivive and continue m full foree
and effect notwithstanding the termination. expiration, oy
worrenewal of this Agreement.

37, CONFIDEMTIALITY . As between Licensoy and
Licensee, Licensor owns bl Confidentiaf information.
Licemsee will make no clamy and has no rights in or 1o the
Confidential Information ether than those rpins provided
by s Agreement.

Coridential Juformation will be used by Licensee for the
sofe purpose of performing s obhivanons under this
Agresment. Licensee  will dividee Confidensial
Infuimration ooy 10 persons who must have sccess 1o such
mformations in order to perform their responsibilitics with
FESpect o this Agrepnenl or the COnsrucHon oF operation
of the Licensed Business  Lycemsee will 1ake 28 action that
5 onevessary o protect the conhdennading of Contidential




Information and will not communicate or make it available
to, or use it or the benefit of, any vnauthorized persops.

38, THIRD PARTY BENEFICIARY. Licensor and
Licenses acknowledge that this Agreement is entered into
for the direct and primary berefit of Owner, and, as a third-
party beneficiary (o this Agreement, Ohwner will have the
right to enforce the provisions of this Agreement in the
event of any breach or violation, or threatened breach or
vichstion, of this Agreement,

39 MEIMATION AND MANDATORY BINDING
ARBITRATION, WAIVER OF RIGHT TO TRIAL IN
COURT, BTC.  For the purposes of this Section 39,
“Licensee” will be deemcd o incwde Licensee and
Principal Owner, and “Licensor™ will be deemed to inchade
Licensor and its affihates and each of their respechive
predecessors, successors and/or assiges, and any partners,
sharcholders, officers, direciors, and/or employees of any
of the foregoing.

Licensee and Licensor believe that 1t 38 important 1o resolve
any disputes amicably, guickly and professionally snd io
retorn to business as soon as possible.  Licensee and
Licensor have agreed that the provisions of this Sechion 39
support these mutual, objectives and, therefore, agree ay
follows:

AL Dispute Resolution Process:  Any  litigation,
clamm, dispute, ssit, achon, COntOversy, of
proceeding of any type chiding any claim in
“which Licensee 15 acting as a “privale attomey
genezal” seing purssant o a statutory claim or
otherwise, between or involving Licensee and
Licenser, on whatever theory and/or facts based,
and whether or not anising out of this Agreement,
{("Claim™) wiil be processed m the followmg
manner, Licensee and Licensor cach expressly
waiving all nghts to any court procecding, except
as expressiy provided below at Section 39(0G):

{1} Fasr, discussed  in a  face-o-face
meeting held within thirty (30) days
after either Licenses or Licensor give
written notice o the other proposing
such a meeting.

{1} Second, i not resobved. submatied 10
nor-binding mediation by a neutral
mediator for & punimium of 4 hours
beiore  the  American  Arbiration
Assockation TAAATY.

{01} Third. submitted 10 amd Tinally resobved
) by bindmg arbitration with AA A and in
sccordance with its rules of commercial
arbitration, subject 10 the provisions of

this Section: provided thai, i anv case,
arbuvation may be filed prior 1 a face-

- face meeting and/or mediation, with

such  faceto-face  meehing  andior
mediation 10 follmw as quickde
thereafter as possible.  On eleciion by

any party. arbirabon aad-or any othey
remedy allowed by this Agreemoems

oy proceed forward at the same fime

as mediborn, Ay ewied shadl be final

12

0.

and binding on the parves hereto and
wry patty to ihe abiation proceeding
may zpply 1o the Trempealeas County
Circuit Coust, Stase of Wisconsin for an
order  confirming  the award, and
thereupon  the  Trempealean  County
Cirenit Court, Stale of Wisconsin shall
arang such an order. Upon the granting
of such an order confiyming the award,
sudgment may be entered i conformity
therewith i the Trempealean County
Chreuit Court, State of Wisconsing

Confidemtiality: The partes o any
meeting/mediation/arbd tration wil} sign
confidentiality agreements, excepting only public
iisclosures and fGlings as are required by law.

Location/V enue; Any  mediation/arbitrabion
prececdings shall be corducted in Trempealoau
County, Wisconsin, and judgment upont  any
award, which may mclde an awand of damages,
may be eplered thereon by the Trempealeay
County Circoit Coort, State of  Wisconsing
provided that 37 any cowrt defermmines that this
prowision s uoenforceable for amy  resson,
mediationfarbitration wil] br conducted at 3
jocation wear Dicensee’s principal place of
busigess.  Nothing contained herem shall i any
way deprive the pariies of any right t©o oblain
imunctive refief or other relief set firth in Section
39{GY. The parties sgree that the exclusive venue
for all proceedings seelong 1w enforce s
arpitration provision and the exciusive venue for
all proceedings seeking injunciive yefief 1o prevent
vidations of this Agreemen shel) be the Cireuit
Court  Jor  Trempeakenn  County,  Wisconsin,
provided that 1 any court defenmines that this
provision is  unemforceable  for any  reasom,
mediaborvarbitration  will be condocted st 2
location near  Licensee’s principal place of
business.  The parties to this Agreemient herehy
consent o the personal furisdiction of the couns
described heremn.

ation Authority:  Any arbitration will be
conducted by & neutral arbatrator. wha shatl be

appokHed within twenty (20) davs of the iiling of

any demend for mediation/arbitration. Ay
arbiivation heanng shafl be held within one
hundred tweny {120} days of the apphcable
appoiniment. Avbiirators v ary proceeding
under this Section will apply all applicable faw,
and a faiture w0 apply \he applicable law in accord
with Section 39{1}, below. will be deemed an act
i excess of authonty, The arbirator will decide
any questions relatimg in any way 10 the parties’
agreement (o7 claimed agreemen) fo arbitrate.
including but ol bmited 1o applicatnlity. subjeci
maiter, hmehigess. scope. remedics. claimed
upcomscicnabibity and anv alleged fraud in 1he
mdncensem, The subpoens powers ol the
arbiiraior with respect ) WHNEsses o appear ai
the arbilration procecdmg will sor be subjecy 1o
any gecgraphival Bmaason,

Compulsore_Countecclapms;, Fach parbcipast

e



.

mst submit or file any clabe which would
constitale 3 compblsory  counter-clalm (a3
defined by the apphicable ruie under the Federal
Rules of Civii Procedwre) within the same
proceeding as the clafm (o which it relates. Any
such Claim which is not submitted or Hled i
such proceeding wilh be forever barred. It no
event may offers andfer other communications
made in connection with, of selated in any way
1o, mcdiation, possible setilement or  oher
resalution of 2 dispufe be admitted into evidence
or otherwise used in sy arbitrabion or other
procecding, and  any  arbitration  award in
violation of thiz provision wil be vacated by the
applicable court, a5 provided in Section 3%(C),
above,

Euch party will pay their own
costs amd expenses, including atiomeys’ fees,
deposition costs,  expert wilness  fees,
mvestigation costs, accounting fees, filmg fees,
mediator/arbitrator  fees, and  travel  expenscs
incnrred in any wmediation, arbilration or court
proceeding arising under, out of, in wonnection
with, or in refation to this Agreement or the
Licensed Businesses conducied hereunder, except
as provided in Sections 39(H) and (1), below.

Bisputes Not Subiect o the
Mediatuen/Arbimation Process: Licenses
recogmzes that the Licensed Businesses operated
by Licensee are among s pumber of licensed
businesses identificd by the Marks and sivulacdy
sitvatedt and selling 1o the pubhic simidar products,
andd tienee the fature on the pant of a single leensee
10 comply with the tenns of Hs agreement could
cause irreparable damage to Licensor, Chaner,
and/or to some or afl other heensees of Licensor,
Therefore, notwithstanding  anyting  contamed
herein (o the conlrary, i1 is muteally agreed that this
Apreement  shall not prevent a paty  from
obtaining injuncdve relief, and m the event of a
breach or threstened breach of any of the terms of
this Apreemen! by Licensee, including but no
hmited 10 the frademark usage provisions of
Sectien ¢ or the confidentishity provision confamed
in Sectien 37 or of any confidentiality agreement
execoted pursaon! W this Apreoment Ly any
emiployee of Licensee’s, Licensoy shall {onbwith
be entitled to imimediate inunciive reliel by a coun
or by whitration {ncluding, but not limited 10, a
temporary  resiraining  order and  temporary
mpunction, sl withowt bond} restraimeg  such
bresch andior k0 a decree of specific performence,
without showing or proving any actual damage,
together withrecovery of reasonable arameys’ fees
and other cosis weorred in obiaining said cguitable
relief. wtl such tme as a final and bindimng
determination 1§ made by the arbiraiors. The
foregoing equitabde remedies shall be m addmon 1o,
and potsn iew ofs all other remedies or nghts which
the parties might athersise hane by vinue of any
breach of this Agreesment be the other party. arud
Licensee fusther serees that Licensor s pursuit of
any remedy under this Apreement or oherwise
maifable will ner constduie an clection of

Ll

remedics by Licensor, and Licensor will be
sitowed to  spht Licensor's claims  apaing
Licensee btk legal and equitabie, in separaie and
cumufative  actions,  The Civenit Cowrt for
Trempesiean  County, Wisconsin, shall  have
exchustve junsdiction to prevent viokstions of this
Apreement, snd Licensce and Principal -Owner
hereby consent to the personal purisdiction of the
Frempealean County Cirouit Count for the State
of Wisconsin.

Limatations  on Damages  andior  Remedies,
Waiver of Pumtive Damages:  Any arbitration
award may snchde any of the remedies prownded

“in this Agreesent, imchuding the following:

{1y Whether eisther party has breached or in
any manner violated any of the terms of
the Agreement.

(H} Appropriste compensatory danrages or
attorneys’ fees fo be paid by cither of
the parties.

Notwithstanding the feregoing, noither Licensee,
Erincipal Owner, nor Licensor shall be awarded
any mdirect, special or conscouential damages,
puninve damages, or Jist proiits ansing cut of or
redating 16 any Claim. The award shall include
interest al the annust rate of 7.75% on the amount
determined to be due to s prevaling party,
computed  from the date of the Breach o
viokstion.

C I L: Arbitrators  shall  apply
Wisconsin faw 1w sny Clam bereunder and in
rendering any award. Al arbitration proceedings
shafl be conducted in Trempealcan  County,
Wiscensin, except as expressly provided i Section
INEC), asbove. W oany party Bles any  fegal
proceeding or any proceeding o arbatiate n any
state or county other than Trempealeaw County,
Wisconstn or other then as penmitied onder in
Section YO, above. that party shall be obhgated
10 pay all actual costs and all acms) antoraeys' fees
wmewrred by the other party in il hhgation or
arbilration mritiated  outside of  Trempealeau
County, Wisconsn,

Licensges and Owur intenuons: licenses and
Licensor maually agree amd have expresshy had 2
meeting of the minds that. notwithstanding any
coptrary provisions of stale, provingial of ather
Taw

(i) Al sssows relating 1o arbitrstzon apdior
the enfurcement of arbivation-relwed
provisions of this Apieemet will be
decided by e arbstrator Oncluding all
Claims that any terms were procured by
fraud or simlar mesns) and governed
onlv by ihe Federal Arbstenbion Aci (9
VSO §hetseqy

{iny Licensee and Lrcensor interxd to refy on
federal precphon wider the Federal
Arbitration At {9 USO8 F e sen)



and, ag a reselt, the spplicable dispute
resolution provisions of this Agreement
will be enforced ondy. according to the
Federal Arbitration Act’s terms; and

termination or expination of tis Agrecment will survive the
termnation oF expirstion of tns Agreement and will inure
to the benefit of and be binding upon the parties hereto,

Section Y and alf of Sectons 2135, 28, 29030, 30, 360 37
AR B H00 31 and any other provisiens of this Agreement ).
which by therr very naor are iended o sunvve e

o AL FRETATION.
{31} Licensee and Licenser cach knowingly
waive olf rights to s courl toial and A The section headings are {or reference and
select arbitration as the sole means to convemence oidy and will not be considered in
resolve disputes, excepi es expressly the interpretation of this Agreement,
provided iy Section 39(G),
understanding that arbitration may be B. H any provision of this Agrecment is held by a
fess formal than 2 court or jury trial, court of competent jursdiction o be contraty to
iy nse different rules of procedure Taw, then the Agreement will be interpreted and
apd ewvidence and  that  appeal iy enforced as if alt complewcly invalid or
generally less available, @i that the unenforceabde  provigions were not  coptained
fees  and  costs  associated  with herein and parsially  valid and  enforceable
mediation andfor arbifration may be provisions will be enforced w0 the extent valid
substantially  greater tham  in civil andd epforceable.
Titigation, but st} strongly preferriog
medintion  andfor  arbitration as . Tie terms Cmchude,” “inchuding,” and similar
provided in this Agreemer. jerms will be construed as f followed by the
] phrase “without being Hrmted 10,7
K. Yepue: This Agreement shall be governed by
and construed exclusively in accordance with the D. The terms “will™ and “shall” are 10 be construed
faws of the State of Wisconsin, except that as obdigatory.
Licensor and Licensee acknowledge and agree
ihat (i} Licensee is not a “dealer”™ under Wis. Siar. . AH Exhibits yeferred 1o in this Agreement are
$135.02(2), (i} the subject matter of this ncorporated herein by reference.
Agreemerd dees nol constitate @ “dealership”
situated i the State of Wisconsin for purposes of P No delay or srission by cither paiy o exercise
Wis. Star. §135.0202) and (3} ad {0i) the argy right or power 1t has ander this Agreement
Wisconsin Faly Dealership Law does not apply ko will smpalr o1 be constroed as 2 waiver of such
this  Agreement. In support of the non- right or power. A watver by any party of any
applicabstity of the Wisconzsin Fair Dealership breach or coveaant will not be construed o be
faw, Licensee warrants and represents that (1} it watver of any succeeding breach or any other
15 not siteated i the State of Wisconsin, (1) all of covenamt.  AH waivers must be n writing and
15 sales of the Trademark Product Line Inventory signed by the party waiving s rights.
and other goods will be owmside the Stale of
Wisconsin, (i) titke 1o all of the Trademark G, This Agreement and any Addenda executed in
Product Line Inventory and othey goods Licensee copnection with this Agrecment constittes and
selly will pass outside of the State of Wisconsin, contains the entire agreement and understanding
and (V) Licensee will not provide any services of the paries.  There are no representations.
within the Slate of Wisconsia. The Licensee undertakings, agreememts. terms, or condilions
further wartants and represents that Hs Licensed not conmmed of refesred 0 ferein, This
Terrtory  is  located  owside the State of Agreement supersedes and extingoishes any prior
Wisconsin. written agreement between the parties or any of
themn relating 1o the Licensed Business, provided
Without in any way Dmaling or modifying the that 1 wall not release or extinguish any debt,
parties” imtentions and obligations reparding the obligation or labiiy of Licensce 10 Licensor or
dispute resolubion process comtamed in Scction Owney accrved prfor 10 the execution of thig
3AY, each party wrevorably submits o the Agreement, nor cance] amy  oredit owed by
junisdiction of the Trempealeav County Clreuit Licensor oy Owrier to Liwenses at that thaue.
Court for the State of Wisconsin and agrees that
all Tegal procecdings ansing directly or mdirectly H. No amendrmem 10, or change, waiver oy discharge
pnder s Agreemens and the hcense of, any provision of this Agreement will be valid
relationship created hereby will be tried in the enless in wnitng and signed by an authorzed
Frempealeas Connty Circuit Court by 2 judpe representative of the poarty against which such
verthout a jury. Each pariy waives any right 10 a smendinent. change. walver or discharge s
jury tnzloin any sueh proceedings,  Licensee sought 0 be enforced.
bereby consents 10 the personal Jurisdiction of the i The Recitals are hereby ncorporaied i ihis
Trempealeau County Cirennt {oun for the Ste Agreement. constitute a part of this Agreement,
of Wisconsin, and a1e made 3 pant of s Agreemnent as fuby :
and completeiy s 1 set ot herein an thew
4. Lyeensee’s covenants contsned SO

Subject o the termis of Scotion 3 the provisions i
of this Agreement will be binding upon and e



A

ig e bepefR of sach of dhe pertice and e
respective mecessors sud aEtigns,

42 ACRMOMLEDGMENT.  This  Agrecment
defints tradematrk comtrols designed solely o proteci
Crwer's begal rights in the Marke ander slate and fedecal
frmdamark laws T i expresely snderstood snd ggroed that
the Livented Busioes: o operated indeprndemsly by
Liccoses in aocordence with Licenssas sele buzineys
iudgment.

BN WITNESS WHEREOF, the partics hereto have coused
this Agreement 1o be executed 3 of the day and year first
shorve wrften,

ASHLEY HOMEST /

‘Thdd B, Wanek
g Fresidem
Address: Attn: Todd B, Wanek
Ong Ashiey Way
Avradts, Wisconsin 34612

LECENSEE

By..,

O ]

Address: Adw Hedeoyd. G eeni“cid
415 Crossways Bk Diive
Waodbury, New York 1797

The vndersigned Pringiva! Qwner hereby agrees to be
bourkd by the tenng snd sorgditions of Wis Agreement,
inciuding bul net limilad o 41 representations and
warrapies contained therein,

JENMIFER OO RTEBEES, (M
By

Harloy 1, G

i CED ’

EOOH

o

ROODOAFATE YVI Q1:AT BA0Z/LZ/6T



to the benefit of each of the parties and theis
respective successors and assigns.

47, ACKMOWLEDGMENT. This  Apreement
defines trademsark conlrols designed solely to protect
Owner’s begal nghts in the Marks under state and federal
trademark Jaws, U is expressly understocd and agreed that
the Licensed Business is operated independently by
Licensee in accordance with Licensce’s sole business
judgment,

IN WITNESS WHEREOF, the partics hereio have cansed
this Agreement to be executed as of the day and year first
above written.

ASHLEY HOMESTORES, LTI

By:.

Todd R, Wanck
Its President
Address: Atn Todd R, Wanek
One Ashley Way
Arcadia, Wisconsin 34617

LICENSEE

Har]e};‘f’i. Grﬁ:nﬁe}

Its CEO
Address: Atin: Harleyd, Gfeenbield

419 Crossways Hark Drive

Woodbury, Neg York 11797

The undersigned Principal Owner herchy agrees to be
bound by the terms and conditions of this Agreement,
including but not bmited to all representations and
warrantics contalned therein.,

JENNIFER CORVERTIBLES, HRC

By:

Hariey 1. Gleenfild yﬁ

s €EO

L




EXHIBIT A: LICENSED TERRITORY

As defimed in Bection 13} of the Trademark Lsage Agreement, subject to the terns snd condtions of the Trademark
Usape Agrettient, Livensec’s Licensed Teritory is identified oz follows:

The Uity of Cwle Place In the State of New York

Ligensor: QQ
By E% > % t A )m%\-“__ T
Todd R, Wan

ks President

o0 _ mr FOODOETOTE XYY RTINT QUUE/EE/0T



EXHBIT A: LICENSED TERRITORY

As defimed in Seation D) of the Trademark Usage Agreement, subject 1o the terms and conditions of the Trademark
Usage Agreoment, Licensee’s Licensed Territory 1s identified as follows:

The City of Carlte Place i the State of New York

Licensor: Licensee: / // )
By: : By: /// / '
V74

Todd R. Wanek Harley}. % mﬁyﬂ /

Tis President 1ts CEO



EXHIBIY B: THE MARKS

REGISTERED TRADEMARKS:

“ASHLEY BOMESTORES” . Rep. Mo, 2,231 864
“ASHLEY FURNITURE HOMESTORE” and Design Rep. No. 2,449,045
“ASHLEY FURNITURE HOMESTORE” Reg. No. 2,680,460
“YOUWRE GONNA LOVE THIES PLACE” Reg. No. 2,681,230

TRADEMARKS WITH REGISTRATION PENDING:

“IN STYLE. IN REACH.” Ser. No. T6/649,101



EXHIBIT C: SEPARATE WAREHOUSE LOCATION AND REQUIREMENTS

A warehouse having a mamimurm of 16,000 square feet and five (5 dock doors shall be kept and maintained
“by Licensee, doring the Term of this Agreement. The warchouse space shall be located ot a site approved by
Licensor, whose consent shall not be unfeasonably withheld ("Approved Location™), and shall be used for the
purpsse of yecetving, storing, and delivering the Trademark Produet Line Inventory for the Licensed Business and to
allow retail customers of Licensee the ability to pick up and return goods purchased from the Licensed Buosiness,
Licensee will not (i) reduce the amount of square footage or dock doors, or {ii} relocate or mmove the Warchouse
from the Approved Location, without Licensor™s prior written approval.



PERSONAL GUARANTY

In congiderntion of Ashley HomeStores, Lib. {the “Ficensoy™) executing a Trademark Ussape Agreement {the
“Agreement”) dated this 9th day of October, 2006, with Hantsdale Convertibles, Ine. {the “Licensee™), and for other good and
valuable consideration, the undersigned, Tor itself, its successors and assigns, heyeby guaraniess payment of all amounfs and the
performance of all covenants, terrns and conditions of the Agresment, to be paid, kept or performed by Licensee

Further, the undersigned hereby agrees 1o be personally bound by each and every covenant, term and condition
comtamed 1w the Agreement and agrees that tis Personal Guaranty should be consirued as though the undersigned exceouted an
agrecmnent containing the identical covenants, terms and conditions contained in the Agreement, including without Iimitation the
provisions set forth in Section 39 of the Agreement.

Upos the occarrence of an event of default under the Agrecment, 1he undersigned, #s successors and assipns, does
herchy promise and agrees to pay 1o Licensor all monles due and payable o Licensor under the covenants, terms and condibions
of the Agreement.

in addition, if Licensee 3i3s to comply with any of the covenants, tenms or conditions consained in the Agreement, then
the undersigned, s successors and assigns, does hereby promise and agrees o comply with all covenants, terms and conditions
of the Agreement for and on behalf of Licensee.

The wndersigned warves: (i) notice of demand for payment of any indebledness or nonperformance of any obligations
hereby guaranteed; and (B) protest and notice of defauit to any pany respecting the indebiedness or ponperformance of any
obligations hereby goaranteed. In connection with any default or other action arising uader the Agreement, the undersigned
understands and agrees that Licensor may proceed directly agatnst the undersigned, without first bringing an action against
Licensee or any other person.

I iy further understood and zpreed by the wrdersigned that the provisions, covenants and conditions of s Guaranty
will inore 1o the benefir of the successors and assigns of Licensor.
ST
Daated: this 45 day offOctober, 2006,
FERSONAL GUARANTOR

JENMIFER CONVERTIBLES, INC,

By:




ACKNOWLEDGMENT AND ADDENBIM
TO ASHELEY HOMESTORES, LTD.
TRADEMARK USAGE AGREEMENT

The undersigned, immediately prior to the execution of 3 Trademark Usage Agreement ("Agreement”™)
between Ashicy HomeStores, Lid. (“Licensor™) and Hartsdale Conventibles, Inc. (MLiconsee™) make the foHowing
represeptations and scknowledgments:

1. The undersigned acknowledpges and agrees that the relationship between the Licensee and Licensor
1s not a fidouctary or similar speeral selationship, but rather 1z an ordinary commercial refationship ;
between mdependent business people with arms length dealings. '

2. The undersigned vnderstand that the success or failure of the Licensed Business {as defined in the
Agreement) will depend in Jarge part upon Licensee’s skills, experience and busmess acumen
together with various other factors inchading (i) time deveied by Licensee, its owners and
employees 1o the Licensed Business, (1) the location of the Licensed Business, {111} the local
market for the Trademnark Product Line Inventory (as defined in the Agreement), (iv) interest rates,
(v} varions ccoponne faciors mncloding without mitation inflation, housing starts and the
prevailing wage mate, and {vi) compeniton and other business factors.

3 The undersigned acknowledge that Licensee understands that, there exisis no guaranty against
possible toss or Tailure in this or any other business, and that the most important factors in the
success of the Licensed Business are the Licensee’s personal business, markcting, sales,
manageinent, jedgment, and siher skills,

4. The andersigned acknowledge that neither Licensor, Ashley Furniture Industries, Inc. (“AFI), nor
any employee, agent, officer, director or other individual or emity acting for or i behalf of
Picensor or AF1 has ever (1) stated, suggested, peedicted, projected or estimated the sales,
expenses, mcome, or profit levels of any kind or nature that Licensee may reasonably cxpect o
experience m coanection with the Licensed Business; (11) provided any statements,
representations. charts, caleulations or other materials which stated or suggesied any Jevel or range
of sales, incorne, profits or cash flow; or (111} made any representations as 1o any working capiial
oy other funds necessary to reach any “break-even” or any other financial level.

5. The undersigned acknowledge that neither Licensor, Ashley Furniture Indostries, Ine. (CAFI)Y, nor
uny emplovee, agent, officer. director or other individual or entty acting for or in behalf of
Licensor or AFY has ever siated. suggested, predicted. projected or esitmated the sales, expenses.
mcome. or prefit levels of any other actual, futwre-established o hypotheuceal Ashley Furnsture
Homestore Licensee, 1 any such informatton. promises, representations anddor warraniies have
been provided to Licensee. which are unauthonized and inherently unreliable. the undersigned
agrees {o advise Licensor of the defivery of any such information. Licensee must not rely upon
any such information. nor shall Licensor be bound by . Licensor does not. nor atiempts 1o,
predict, forecast, or project future performance, revenues or profits of any Ashley Fumniture
HomeStore Licensce.

6. The undersigned acknowledge that neither Licensor, Ashley Furniture Indesiries. nc (“AFF). nor
any employee. agent. officer, director or ather mdividual or entity acting for or s behalf of
Licensor o1 AFY or their affihares has imposed or requesied from Licensee any form of required
payment. either directly or indirectly. other than for the purchase, at bonafide wholesale prices, of
a reasorable quantity of goods (ineluding the Trademark Product Line Inveniory. as defined in the
Apreement) 1o be used for resale.

7. The undersigned acknowledge that they have yeceived. siudied and carefully reviewed the
Agreement. and fully understand cach and every provision included thevein. incloding. but not
Immted 10 how vach provisson of the Agreement will impact or affect Licensee’s operation of the
Ercensed Busmess.

8. The undersigned acknowedge that neither Licensor. Ashiey Fournsture Industrees. Ine. (0AFE )




thedr affifiates, nor any emsployes, agent, offiter, dircctor or other idividual or etity acting for or
in behalf of Licensor, AFT or thedr affiiiates has made any mpresentation, agreement or
understating, whether weitten or oral, that 5 contrary to or contradicts sny term or condition
contzined in the Agresment,

9, The undersignes aelnpwicdge that the terms and conditions conmined o the Agroenent shall
exctusively conteol the (1) relationiship between Licomsor and Licensee; (if) Licensee's sondnet of
the Liconscd Business; and {iil} the responsibilitios of all of the parties referred 10 I dhe
Agreepent. The undersigned fisther ackrowlzdge thiat this Agreement contains the fingl, complete
ant exclogive exprossion of the terms of the apreement, and sopersedes all ofher agreements
andfor representations of say kind or nakure, Ay understendings, agresments, representtiong, or
atherwizs (whether wrilten or oral} which are not fifly expressad in this Apreement are expressly
disclaimed by the Licensee and Licemsor, inchuding bt not Bmited o any promises, options,
tights-of first refusal, puaramtees, and/or warranties of ey netore.

1. The undersigned asknowledge and agree thet Licenase has indapescently stlotted and is solely
tesponsible for the selection, development and operation of the Authorized Lecation (2 defned i
Agrecment),  The undersigned acknowledge that Licemsor's acceptance of the Awuthorized
Lagation is nel, and should not be ralied upon 55 endorsement of such lotaton, and dogs not
constitute & guarantee, recommendation, wattanty. represontation or assuranes that the Authorized
Location is capable of supporting a suecessfb} petail fumiture store,

i The undersigned scknowledge upd agrees thet they hid the opportanity 1o consolt with an
independent professional edviser, sech as an stfomey, The indersigned have read, wnderstoad,
had an opportunity to disouss. and egror to each proviston, of this Aprecment,

PLEASE READ CARBFULLY BEFORYE BIGNING.

NOTE: Ench persened gnavanoy taust sxecule this Acknowledgens. In pddivion, an afficer of Livenses mnst sign
on ehalf of the Liconses amiity.

LICENSEE: (for Entity) LICENSER: {for Individual Guarantors)
% / JWMF%W!NC.

By: _ By: F]a{{ —

Harley J. Gpéenfickd gy JAmenfield

lis CEQ // ks C ‘
Dater S duy af Getober. 2000 Dare: GedeTayof Oolaber, 2006
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APPRUVELf ON BEHALF OF 7
ASHLEY HOMESTORES, L1
By

Name™ Todd R, Wanek?

Hs Premdpmt
Prates / (:;: é;}i ) éf;:v
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their affiliates, nor any cmployee, agent, officer, divector or other mdivideal or entity acting for or
in behalf of Licensor, AFL or they affiliates has made any representation, agreement or
understating, whether written or oral, that is contrary to or contradicts any term or condition
contained n the Agreement.

The uvpdersigned acknowledge that the terms and conditions contained i the Agreerpent shall
exciusively centrol the (i) relationship between Licensor and Ficensee; (3) Licensee’s conduct of
the Licensed Business; and (01} the responsibilities of all of e parties referred w0 in the
Agreement. The undersigned further acknowledge that this Agreement contains the final, complete
and exclusive expression of the terms of the agreement, and supersedes all other agreements
and/or representations of any kind or natere. Any understandings, agreements, representations, or
otherwise (whether writien or oral) which are not fully expressed in this Agreement are expressly
disclaimed by the Licensee and Licensor, including but not limited to any promises, options,
rights-of-first refosal, guarantees, and/or warranties of any nature.

The undersigned acknowledge and agrec that Licensee has independently selected and is solely
responsible for the selection, development and operation of the Authorized Location {as defined in
Agreoment).  The undersigned acknowledge that Licensor’s acceptance of the Authorized
Location 15 not, and should not be relied upon as endorsement of such ocation, and does not
constitte a guarantee, recommendation, warranty, representation or assurance that the Authorized
Location is capable of supporting a successful retail furniture store.

The undersigned acknowledge and agrees that they had the opportunity 1o consult with an
independent profossional advisor, such as an attorney. The undersigned have read, understood,
had an opportunity to disenss, and apree 1o ecach provision of this Agreement.

PLEASE READ CAREFULLY BEFORE SIGNING.

NOTE: Egch personal grorontor must execute this Acknovwledgment. Tn addition, an officer of Licensee must sign
on beholf of the Licensee entify.

LICENSEE: (for Eniity) LACENSEE: (for Individual Guarantors)

% / /% JlaNNlirF%Nvu
By: . _— By:

Harley J. Gu tnﬁtit ﬁaffcy JAreentield
Iis CEO Its CE
Drate: 94 day of i)&,lohcr. 2()06 Diate: 9tbrtday/of October, 2000
anm

APPROVEL

AT
ON BEHALF OF

ASHRLEY HOMESTORES, LTD.

By

Name:  Todd B

Wanck

Hs President

Drate:




CONTINUING GHARANTY (Unlimited)

For valie received, and to induce Ashioy Femiture Industries, Inc. of One Ashley Way, Arcadia,
Wiscongin (“Lender”) to extend credit or continue credit accommodations to Hartsdale Convertibles, Inc.
{“Deblor™), the undersigned puarantees the full, prompt, and complete payment of the Obligations defined
below when due or, to the extent not prohibited by kaw, at the time any Debior becomes the subject of
bankruptey or other insolvency proceedings. “Obligations” mean al) loans, drafts, overdrafls, checks,
notes, accounts, and sl other debis, obligations and labilities of every kind and description, whether of
the same or a different nature, arising out of credit previcusly granted, credit contemporancousty granted
or credit granted in the future by Lender to any Debior, to any Debter and another, or 1o another
guaranteed or endorsed by any Debtor. Obligations include interest and charges and the amount of
paymenis made to Lender or another by or on behalf of any Diebtor which are recovered from Lender by a
trustee, receiver, creditor or other party pursuant to applicable federal or state law, and to the extent not
prohibited by law, all costs, expenses or attorneys’ fees at any time paid or incorred before and after
judgment in endeavoring to collect all or part of any of the sbove, or to realize upon this Guaranty, or any
collateral securing any of the above, inclading those incurred incident 10 any action or proceeding
involving Debtor or the undersigned broupht pursuant to the Unifed States Bankruptey Code.

This Guaranty is valid and enforceable against the undersigned even though any Obligation is
invalid or unenforceable against any Debtor. This is an absoluie and unconditional guarantee of payment
and not of colieciion. Lender shall not be required, as a condition of the Jiability of ihe undersigned, to
resorl to, enforce or exhaust any of its remedies against the Debtor or any other party who may be lable
for payment on any Obligation or to resort 1o, marshal, enforce or exhaust any of its remedics against any
property given or held as security for this Guaranty or any Obhgation. Lender’s rights herewnder shali be
reinsiated and revived and this Guaranty shall be fully enforceable, with respect to any amount at any
time pard on accour of the Obligations which thereafier shall be required 10 be resclved or returned by
Lender upon the bankrupley, imsolvency, or reorganization of the Bebtor, the undersigned, or any other
person, or as a result of any other fact or circurmstance, aff as though such amount has not been paid.

To the extent not prohibited by law the vndersigned expressky waives notice of the acceptance of
this Guaranty, the creation of any present or future Obligation, default under any Obligation, procecdings
to collect from any Debior or anyone else, all presestment, demand, notice and protest and any right (o
disclosures from Lender regarding the financial condition of any Debtor or guarantor of the Obligations
or the enforceability of the Obligations. No claim, including without Hmilaton, any claim for
reimrhursenient, subrogation, contribution or mdemnsfication which the undersigned may, as & puaranior
of the Obligations, have apainst any Debtor shall be enforeed nor any payment accepted until the
Oblipations are paid m full and no payments to or collections by Lender are subject to any nght of
recovery.

Whih respect 1o any of the Obligations, Lender may from time 10 tune before or after the
Revocation (as defined herein below) of this Guaranty without notice to the undersigned and without
aftecting the hablity of the undersigned (a) release or agree not to sue any guarantor or surety, (b) fail o
realize upon any of the Obligations or 1o proceed agaimst any Debtor or any guarantor or surety {c} renew
or extend the time of pavment, (d) merease or decrease the rate of interest of the amount of the
Obligations, {c} determine the alocation and applicatton of payments and credits and sccept partiad
payienis, and {{} scttle or compromise the amount due or owing or claimed to be due or owing from any
Debtor, guarantor or surety, which seitlement or compromise shall not affect the undersigned’s Lability
for the full amount of the unpawd Obligations, The endersigned expressly consents to and waives notice
of all of the above. In addition o any other remedics avaitable 1o Lender under this Guaranty, the
undersigned agrees that Lender has the right to offset any amounts due the andersigned fram Lender
against any mmounts owed {0 Lendey by the undersipned under this previsions of the Guaranty or
otherwise. The undersigped also consents 1o dys Guaranty betng governcd by and construed exclusively
m accordance with the laws of the State of Wisconsin, To the exient not prohibited by faw, with respeci



o any action brought by Lender to enforce any term of this Guaranty, the undersigned irrevocably
consents to the exclusive furisdiction snd venue of any state court in Wisconsin, where Lender has its
principal place of busiess and where payments are to be made by Debtor and the undersigned.

The wndersigned represents and warrants that it has relied exclusively on its own independent
tnvestigation of Debtor for its decision to guarantee Debtor’s obligations sow existing or thercafier
arising. The undersigned agrees that it hag sufficient knowledge of the Debior to make an miormed
decision about this Guaranty, and that Lender has no duty or obligation to disclose any information in its
possession or control about Debtor to the undersigned. The undersigned warrants to Lender that it has
adequate means to obtain from the Deblor on a contineing basis information conceming the financial
condition of the Debtor and that it 1s not relying on Lender to provide such information either now or n
the future.

This is a continuing guaranly, which shall not be revoked and shall remain in full force and effect
from the date hereof vniil (1) the Trademark Usage Agreement entered into by and between Ashley
HomeStores, Lid. and Debtor is terminated or expires and (i1) all Obhigations due and owing (0 Lender
from Debtor are paid in full (collectively the “Termination Events™). Upon the oceurrence of the
‘Termination Events, this Guaranty shall be revoked (“Revoecation™); provided however, that this Guaranty
shall continue in full force and effect as to all Obligations contracted for or mcurred before the
Revocation, and as to these Obligations Lender shall have the riphts provided by this Guaranty had the
Revocation not occursed. Any renewal, extension or increase in the interest rate of any such Obligation,
whether made before or after the Revocation, shall consiitute an Obligation contracted for or incwrred
before the Revecation. Obligations contracted for or incurred before the Revocation shall also nclude
credlit extended aficr the Revoecation pursuant to cominiments made before the Revocation,

The undersipned agrees to pay Lender all reasonable costs and expenses incurred by Lender in
the enforcement or attempied enforcoment of thiz Guaranty {imchudimg but not Inmited to, reasanable
atiorney’s fees), whether or not suit is filed i comnection therewith, or i the exercise by Lender of any
right, privilege, power, or remedy conferred by this Guaranty. Mo postponement or delay on the part of
Lender in the enforcement of any right hereunder shall constitute a waiver of such right. The failure of
any person of entity 1o sign this Guaranty shall not discharge the liability of any of the undersigned.

This Guaranty remaing fully enforceable srrespective of any claim, defense, or counterclaim
which the Debtor may or could assert on any of the Obligations including but nol limited to credits,
defects, charpebacks, damages, discounts, allowances, fatlure of consideration, breach of warranty,
payment, statue of frauds, statte of limitations, fraud, bankruptcy, accord and sabsfaction, and vsury, all
of which the endersigned hercby waives atong with any standing by the undersigned to asgert any said
claim, defense, or comnterclanm

This Guaranty benefits Lender, its successors and assigns, and binds the undersigned, its
successors and assigns.

This Guaranty is mtended by the undersigned and Lender as a final expression of this Guaranly
and as a complete and exclusive statement of its terms, there being no conditions 1o the full effectiveness

of this Guaranty. This Guaranty may not be supplemented or modified exceptin writing.

(signature page attached)



NOTICE OF GUARANTOR
You are being asked to guarantee the past, present and future Obligations of Debtor. I Debtor
does not pay, yen will have to. You may also have fo pay collection costs. Lender can collect the

Obligations from you without Brst tryiag te collect from Debtor or ancther guarawter,

e
¥
Dated this. B day of October, 2006.

JENNIP’E%7TIBLES, INC.
By /

Harley J/ Gyfenticdld
tis CE(C






