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Item 1.01                      Entry into a Material Definitive Agreement

On February 1, 2016, Hooker Furniture Corporation (the “Company”) and its wholly owned subsidiaries, Bradington-Young, LLC and Sam Moore Furniture
LLC (together with the Company, the “Borrowers”), entered into an amended and restated loan agreement (the “Loan Agreement”) with Bank of America,
N.A. (“BofA”) in connection with the completion of the acquisition discussed in Item 2.01 below.  The Loan Agreement increases the amount available under
the Company’s existing unsecured revolving credit facility to $30 million and increases the sublimit of such facility available for the issuance of letters of
credit to $4 million.  Amounts outstanding under the revolving facility will bear interest at a rate, adjusted monthly, equal to the then current LIBOR monthly
rate plus 1.50%.  The Borrowers must also pay a quarterly unused commitment fee that is based on the average daily amount of the facility utilized during the
applicable quarter.

The Loan Agreement also provides the Borrowers with a $41 million unsecured term loan (the “Unsecured Term Loan”) and a $19 million term loan (the
“Secured Term Loan”) secured by a security interest in certain Company-owned life insurance policies granted to BofA by the Company under a security
agreement, dated as of February 1, 2016 (the “Security Agreement”).  BofA’s rights under the Security Agreement are enforceable upon the occurrence of an
event of default under the Loan Agreement.

Any amount borrowed under the Unsecured Term Loan will bear interest at a rate, adjusted monthly, equal to the then current LIBOR monthly rate plus
1.50%.  Any amount borrowed under the Secured Term Loan will bear interest at a rate, adjusted monthly, equal to the then current LIBOR monthly rate plus
0.50%. The Borrowers must repay any principal amount borrowed under Unsecured Term Loan in monthly installments of approximately $490,000, together
with any accrued interest, until the full amount borrowed is repaid or until February 1, 2021, at which time all amounts outstanding under Unsecured Term
Loan will become due and payable.  The Borrowers must pay the interest accrued on any principal amount borrowed under Secured Term Loan on a monthly
basis until the full principal amount borrowed is repaid or until February 1, 2021, at which time all amounts outstanding under the Secured Term Loan will
become due and payable.  The Borrowers may prepay any outstanding principal amounts borrowed under either the Unsecured Term Loan or the Secured
Term Loan in full or in part on any interest payment date without penalty.

On February 1, 2016, the Borrowers borrowed in full the amounts available under the Unsecured Term Loan and the Secured Term Loan in connection with
the completion of the acquisition discussed in Item 2.01 below.

The Loan Agreement includes customary representations and warranties and requires the Company to comply with certain customary covenants, including,
among other things, the following financial covenants: (i) maintaining at least a specified minimum level of tangible net worth, (ii) maintaining a ratio of
funded debt to EBITDA not exceeding a specified amount and (iii) maintaining a basic fixed charge coverage ratio within a specified range.  The Loan
Agreement also limits the right of the Borrowers to incur other indebtedness and to create liens upon its assets, subject to certain exceptions, among other
restrictions.

The Loan Agreement does not restrict the Company’s ability to pay cash dividends on, or repurchase, shares of its common stock, subject to the Company
complying with the financial covenants discussed above, if the Company is not otherwise in default under the Loan Agreement.

The foregoing descriptions of the Loan Agreement and Security Agreement are qualified in their entirety by the full text of the same, which are attached
hereto as Exhibits 10.1 and 10.2, respectively, and are incorporated herein by reference.

Item 2.01                      Completion of Acquisition or Disposition of Assets

On February 1, 2016, the Company completed the previously announced acquisition (the “Acquisition”) of substantially all of the assets of Home Meridian
International, Inc. (“Home Meridian”) pursuant to the Asset Purchase Agreement the Company and Home Meridian entered into on January 5, 2016 (the
“Asset Purchase Agreement”).  Upon completion, the Company paid $85 million in cash and issued 716,910 shares of the Company’s common stock (the
“Stock Consideration”) to designees of Home Meridian as consideration for the Acquisition. The Stock Consideration consisted of (i) 530,598 shares due to
the $15 million of consideration payable in shares of Company common stock under the Asset Purchase Agreement, and (ii) 186,312 shares issued pursuant
to working capital adjustments provided for in the Asset Purchase Agreement.  The working capital adjustment was driven by an increase in HMI’s accounts
receivable due to strong sales towards the end of 2015.  The number of shares of common stock issued at closing for the Stock Consideration was determined
by reference to the mean closing price of the Company’s common stock for the fifteen trading days immediately preceding the closing date ($28.27).  Under
the Asset Purchase Agreement, the Company also assumed certain liabilities of Home Meridian, including approximately $7.8 million of liabilities related to
certain retirement plans.  The assumed liabilities did not include the indebtedness (as defined in the Asset Purchase Agreement) of Home Meridian.
 
 

 



 

The foregoing description of the Asset Purchase Agreement and Acquisition is qualified in its entirety by the full text of the Asset Purchase Agreement,
which is filed as Exhibit 2.1 to the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on January 7, 2016 and
incorporated herein by reference.

Item 2.03                      Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of the Registrant

The information disclosed in Item 1.01 above is incorporated herein by reference.

Item 3.02                      Unregistered Sales of Equity Securities

The issuance of the Stock Consideration has not been and will not be registered under the Securities Act of 1933, as amended, and was conducted in reliance
on the exemption for nonpublic offerings provided by Rule 506 of Regulation D promulgated thereunder.

Item 8.01                      Other Events

On February 2, 2016, the Company issued a press release announcing the completion of the Acquisition, a copy of which is attached hereto as Exhibit 99.1
and incorporated herein by reference.
 
Item 9.01                      Financial Statements and Exhibits
 
(a)           Financial Statements of Business Acquired
 
The financial statements required by this Item will be filed by an amendment to this Current Report on Form 8-K no later than 71 calendar days after the date
this Current Report on Form 8-K is required to be filed.
 
(b)           Pro Forma Financial Information
 
The pro forma financial information required by this Item will be filed by amendment to this Current Report on Form 8-K no later than 71 calendar days after
the date this Current Report on Form 8-K is required to be filed.
 
(d)           Exhibits

10.1* Amended and Restated Loan Agreement, dated as of February 1, 2016, between Bank of America, N.A. and Hooker Furniture Corporation,
Bradington-Young, LLC and Sam Moore Furniture LLC

  
10.2* Security Agreement (Assignment of Life Insurance Policy as Collateral), dated as of February 1, 2016, between Bank of America, N.A. and

Hooker Furniture Corporation
  
99.1* Press Release dated February 2, 2016
______________
* Filed herewith.

 
 



 
 

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

HOOKER FURNITURE CORPORATION

By:  /s/ Paul A. Huckfeldt                               
       Paul A. Huckfeldt
       Senior Vice President – Finance and Accounting
       Chief Financial Officer

Date:  February 2, 2016
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10.1* Amended and Restated Loan Agreement, dated as of February 1, 2016, between Bank of America, N.A. and Hooker Furniture Corporation,
Bradington-Young, LLC and Sam Moore Furniture LLC

  
10.2* Security Agreement (Assignment of Life Insurance Policy as Collateral), dated as of February 1, 2016, between Bank of America, N.A. and

Hooker Furniture Corporation
  
99.1* Press Release dated February 2, 2016
______________
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EXHIBIT 10.1

AMENDED AND RESTATED LOAN AGREEMENT

This Amended and Restated Loan Agreement dated as of February 1, 2016, is between:

Bank of America, N.A. (the “Bank”)

and

Hooker Furniture Corporation, a Virginia corporation,
Bradington-Young, LLC, a Virginia limited liability company, and
Sam Moore Furniture LLC, a Virginia limited liability company
(collectively, the “Borrowers,” and individually, a “Borrower”).

In consideration of the mutual benefits to be derived hereunder, the parties agree as follows:

The terms and provisions in the Schedule of Definitions attached to this Agreement are made a part of this Agreement

This Agreement amends and restates the Loan Agreement dated December 7, 2010, as previously amended, between the Bank and Hooker Furniture
Corporation, and any indebtedness outstanding thereunder shall be deemed to be outstanding under this Agreement.  Nothing in this Agreement shall be
deemed to be a repayment or novation of the indebtedness, or to release or otherwise adversely affect any lien, mortgage or security interest securing such
indebtedness or any rights of the Bank against any guarantor, surety or other party primarily or secondarily liable for such indebtedness.

1.           FACILITY NO. 1: LINE OF CREDIT

1.1 Amount.

(a)           During the availability period described below, the Bank will provide a line of credit to the Borrowers upon the terms and conditions set forth in this
Agreement (“Facility No. 1”).  The maximum amount of Facility No. 1 shall be $30,000,000 (the “Facility No. 1 Commitment”).

(b)           Facility No. 1 is a revolving line of credit.  During the availability period, the Borrowers may repay principal amounts and reborrow them.

(c)           The Borrowers shall not permit the principal balance of Facility No. 1 outstanding to exceed the Facility No. 1 Commitment at any time.  If the
principal balance of Facility No. 1 exceeds this limit, the Borrowers will promptly pay the excess to the Bank upon the Bank’s demand.
 
 

 



 

1.2           Availability Period and Method of Borrowing.
 
(a)           Facility No. 1 is available between the date of this Agreement and February 1, 2021, or such earlier date as the availability may terminate as
provided in this Agreement or such later date as the Bank may from time to time in its sole discretion designate in any “Extension Notice,” as defined
hereafter (the “Facility No. 1 Expiration Date”). The availability period for Facility No. 1 will be considered extended for an additional time period if and
only if the Bank has sent to the Borrowers a written notice of extension specifying such additional time period for Facility No. 1 (the “Extension Notice”).  If
Facility No. 1 is extended, it will continue to be subject to all the terms and conditions set forth in this Agreement except as mutually agreed in writing by the
parties and modified by the Extension Notice.  If Facility No. 1 is extended, the term “Facility No. 1 Expiration Date” shall mean the date set forth in the
Extension Notice as the Facility No. 1 Expiration Date, and the same process for extension will apply to any subsequent extension of Facility No. 1. The
Borrowers may, upon notice to the Bank, terminate the Facility No. 1 Commitment, or from time to time permanently reduce the Facility No. 1 Commitment;
provided that (i) any such notice shall be received by the Bank not later than 11:00 a.m. two business days prior to the date of termination or reduction, (ii)
any such partial reduction shall be in an aggregate amount of $1,000,000 or any whole multiple of $500,000 in excess thereof, (iii) the Borrowers shall not
terminate or reduce the Facility No. 1 Commitment if, after giving effect thereto and to any concurrent prepayments hereunder, the principal balance of
Facility No. 1 would exceed the Facility No. 1 Commitment, and (iv) if, after giving effect to any reduction of the Facility No. 1 Commitment, the letter of
credit sublimit under Section 1.5(a) of this Agreement exceeds the amount of the Facility No. 1 Commitment, such sublimit shall be automatically reduced by
the amount of such excess.  Any unused commitment fee accrued until the effective date of any termination of the Facility No. 1 Commitment shall be paid on
the effective date of such termination. The Facility No. 1 Expiration Date will occur on the effective date of the termination of the Facility No. 1
Commitment.

(b)           An Authorized Individual may request advances under Facility No. 1 by giving the Bank notice of each proposed borrowing specifying the date
(which shall be a business day) and the amount of the advance.  On the date specified, if such date is after the date the notice of borrowing is received by the
Bank, or on the day the notice of borrowing is received by the Bank if it is received before 1:30 p.m., Richmond, Virginia time, or the following business day
if the notice of borrowing is received by the Bank after such time, the Bank will make the advance available to the Borrowers in immediately available United
States funds by crediting the amount of the advance to a Borrower's demand deposit account with the Bank.  All notices given under this Section 1.2 (b) will
be considered irrevocable unless the Bank agrees otherwise.
 
1.3           Repayment Terms of Facility No. 1.

(a)           The Borrowers will pay the amount of interest accrued on the outstanding principal balance of Facility No. 1 on the first banking day of each month,
commencing March 1, 2016, until payment in full of all principal outstanding under Facility No. 1.

(b)           On the Facility No. 1 Expiration Date, the Borrowers will repay the remaining principal balance plus any interest then due.
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(c)           The Borrowers may prepay the outstanding principal of Facility No. 1 in full or in part at any time without premium or penalty; provided that i) any
such prepayment shall be in a principal amount of $1,000,000 or a whole multiple of $500,000 in excess thereof; or, if less, the entire principal amount
thereof then outstanding and ii) any prepayment shall be accompanied by all accrued interest thereon.

1.4           Interest Rate on Facility No. 1.

(a)           The outstanding principal amount of Facility No. 1 will bear interest at a rate per year equal to the LIBOR Rate (Adjusted Periodically) plus 1.50%.

(b)           The interest rate will be adjusted on the first day of every month (the “Adjustment Date”) and remain fixed until the next Adjustment Date.  If the
Adjustment Date in any particular month would otherwise fall on a day that is not a banking day then, at the Bank’s option, the Adjustment Date for that
particular month will be the first banking day immediately following thereafter.

(c)           “LIBOR Rate (Adjusted Periodically)” means a rate of interest equal to the London Interbank Offered Rate (or a comparable or successor rate which
is approved by the Bank), as published by Bloomberg (or other commercially available source providing quotations of such rate as selected by the Bank from
time to time) as determined for each Adjustment Date at approximately 11:00 a.m. London time two (2) London Banking Days prior to the Adjustment Date,
for U.S. Dollar deposits (for delivery on the first day of such interest period) with a term of one month, as adjusted from time to time in the Bank’s sole
discretion for reserve requirements, deposit insurance assessment rates and other regulatory costs.  If such rate is not available at such time for any reason,
then the rate for that interest period will be determined by such alternate method as reasonably selected by the Bank.  A “London Banking Day” is a day on
which banks in London are open for business and dealing in offshore dollars.  If at any time the LIBOR Rate (Adjusted Periodically) is less than zero, such
rate shall be deemed to be zero for the purposes of this Agreement.

1.5           Letters of Credit under Facility No. 1.

(a)           As a subfeature under Facility No. 1, the Bank may from time to time up to and including the Facility No. 1 Expiration Date, issue letters of credit
for the account of the Borrowers; provided, however, that the form and substance of each application for a letter of credit and each letter of credit shall be
subject to approval by the Bank, which approval shall not be unreasonably withheld or delayed; and provided further that the aggregate undrawn amount of
all outstanding letters of credit shall not at any time exceed $4,000,000. Issuance of workers’ compensation letters of credit shall be subject to validation and
approval of modifier and loss reserve by the Bank.  Each letter of credit shall be issued for a term not to exceed 366 days, as designated by the Borrowers,
provided, however, that the Bank shall not be obligated to issue a letter of credit that would have an expiration date subsequent to the Facility No. 1
Expiration Date.   Each draft or other demand for payment paid by the Bank under a letter of credit shall be deemed an advance under the line of credit and
shall be repaid in accordance with the terms of the line of credit; provided however, that if the line of credit is not available for any reason whatsoever, at the
time any draft or demand is paid by the Bank, or if advances are not available under the line of credit in such amount due to any limitation of borrowing set
forth herein, then the full amount of such drafts or demand shall be immediately due and payable, together with interest thereon from the date such amount is
paid by the Bank to the date such amount is fully repaid by the Borrowers at the rate of interest applicable to advances under Facility No. 1.  In such event,
the Bank, in its sole discretion, may debit any account maintained by the Borrowers with the Bank for the amount of any such drawing. The Borrowers agree
to deposit in a cash collateral account with the Bank an amount equal to the aggregate outstanding undrawn face amount of all letters of credit which remain
outstanding on the Facility No. 1 Expiration Date. The Borrowers grant a security interest in such cash collateral account to the Bank to secure the
Obligations of the Borrowers. Amounts held in such cash collateral account shall be applied by the Bank to the payment of drafts drawn under such letters of
credit and to the obligations and liabilities of the Borrowers to the Bank, in such order of application as the Bank may in its sole discretion elect.
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(b)           The amount of any letters of credit outstanding under Facility No. 1 at any one time (including the drawn and unreimbursed amounts of the letters of
credit) may not exceed $4,000,000 in the aggregate.

(c)           In calculating the principal amount outstanding under the Facility No. 1 Commitment, the calculation shall include the amount of any letters of
credit outstanding, including amounts drawn on any letters of credit and not yet reimbursed.

(d)           The Borrowers agree:

(i)           If there is an Event of Default under this Agreement, the Borrowers shall, at the Bank’s demand, either, at the election of the
Borrowers, immediately provide cash collateral in the amount of any outstanding letters of credit or cause such letters of credit to be
released and returned to the Bank.

(ii)           The issuance of any letter of credit and any amendment to a letter of credit is subject to the Bank’s written approval, such
approval not to be unreasonably withheld or delayed, and must be in form and content reasonably satisfactory to the Bank and in favor of a
beneficiary reasonably acceptable to the Bank.

(iii)           To sign the Bank’s form Application and Agreement for Commercial Letter of Credit or Application and Agreement for Standby
Letter of Credit, as applicable.

(iv)           To pay any issuance and/or other fees that the Bank notifies the Borrowers will be charged for issuing and processing letters of
credit for the Borrowers.

(v)           To allow the Bank to automatically charge the Borrowers’ checking accounts for applicable fees, discounts, and other charges.
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(vi)           To pay the Bank in connection with letters of credit, (i) a fee payable quarterly in arrears on April 1, 2016, and the first day of
each quarter thereafter, which fee shall equal the average of the daily amount of the undrawn amounts of the letters of credit during the
specified period  times a per annum rate equal to 1.50% (calculated on the basis of a 360-day year for the actual number days elapsed) and
(ii) the Bank’s then customary fees and charges in connection with all amendments, extensions, draws and other actions regarding letters of
credit.

 
(e)           The following letters of credit are outstanding from the Bank for the account of Hooker Furniture Corporation:
 
[                                         ]
 
As of the date of this Agreement, these letters of credit shall be deemed to be outstanding under this Agreement, and shall be subject to all the terms and
conditions stated in this Agreement.
 
2.           FACILITY NO. 2: ACQUISITION TERM LOAN

2.1           Amount.  The Bank will provide a term loan to the Borrowers upon the terms and conditions set forth in this Agreement (“Facility No. 2”) in the
amount of $41,000,000.00 (the “Facility No. 2 Commitment”).

2.2           Availability Period.  Facility No. 2 is available in one disbursement between the date of this Agreement and February 15, 2016, unless a Default or
Event of Default has occurred.

2.3           Repayment Terms of Facility No. 2.

(a)           The Borrowers will pay an installment of principal in the amount of $488,095.24, plus the amount of interest accrued on the outstanding principal
balance of Facility No. 2 on the first banking day of each month, commencing March 1, 2016, until payment in full of all principal of and interest on Facility
No. 2.

(b)           On February 1, 2021, the entire indebtedness under Facility No. 2, including all outstanding principal and accrued but unpaid interest, shall be due
and payable.

2.4           Interest Rate on Facility No. 2.

(a)           Facility No. 2 will bear interest at a rate per year equal to the LIBOR Rate (Adjusted Periodically) plus 1.50%.

(b)           The interest rate will be adjusted on each Adjustment Date and remain fixed until the next Adjustment Date.

(c)           The Borrowers may prepay the outstanding principal of Facility No. 2 in full or in part at any time, without premium or penalty except as described
below; provided that any prepayment shall be accompanied by all accrued interest thereon.
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(d)           Any prepayment of the principal of Facility No. 2, whether voluntary, by reason of acceleration or otherwise, on a date other than an Adjustment
Date, will be accompanied by a prepayment fee in an amount sufficient to compensate the Bank for any loss, cost or expense incurred by it as a result of
prepayment on such date, including any loss of anticipated profits and any loss or expense arising from the liquidation or reemployment of funds obtained by
it to maintain the amount prepaid or from fees payable to terminate the deposits from which such funds were obtained.  The Borrowers shall also pay any
customary administrative fees charged by the Bank in connection with the foregoing.  For purposes of this Section, the Bank shall be deemed to have funded
each prepaid amount by a matching deposit or other borrowing in the applicable interbank market, whether or not the amount was in fact so funded.

3.           FACILITY NO. 3: TERM LOAN

3.1           Amount.  The Bank will provide a term loan to the Borrowers upon the terms and conditions set forth in this Agreement (“Facility No. 3”;
collectively with Facility No. 1 and Facility No. 2, the “Facilities” and each, individually, a “Facility”) in the amount of $19,000,000.00 (the “Facility No. 3
Commitment”).

3.2           Availability Period.  Facility No. 3 is available in one disbursement between the date of this Agreement and February 15, 2016, unless a Default or
Event of Default has occurred.

3.3           Repayment Terms of Facility No. 3.

(a)           The Borrowers will pay the amount of interest accrued on the outstanding principal balance of Facility No. 3 on the first banking day of each month,
commencing March 1, 2016, until payment in full of all principal of Facility No. 3.

(b)           On February 1, 2021, the entire indebtedness under Facility No. 3, including all outstanding principal and accrued but unpaid interest, shall be due
and payable.

3.4           Interest Rate on Facility No. 3.

(a)           Facility No. 3 will bear interest at a rate per year equal to the LIBOR Rate (Adjusted Periodically) plus 0.50%.

(b)           The interest rate will be adjusted on each Adjustment Date and remain fixed until the next Adjustment Date.

(c)           The Borrowers may prepay the outstanding principal of Facility No. 3 in full or in part at any time, without premium or penalty except as described
below; provided that any prepayment shall be accompanied by all accrued interest thereon.
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(d)           Any prepayment of the principal of Facility No. 3, whether voluntary, by reason of acceleration or otherwise, on a date other than an Adjustment
Date, will be accompanied by a prepayment fee in an amount sufficient to compensate the Bank for any loss, cost or expense incurred by it as a result of
prepayment on such date, including any loss of anticipated profits and any loss or expense arising from the liquidation or reemployment of funds obtained by
it to maintain the amount prepaid or from fees payable to terminate the deposits from which such funds were obtained.  The Borrowers shall also pay any
customary administrative fees charged by the Bank in connection with the foregoing.  For purposes of this Section, the Bank shall be deemed to have funded
each prepaid amount by a matching deposit or other borrowing in the applicable interbank market, whether or not the amount was in fact so funded.

4.           COLLATERAL FOR FACILITY NO. 3

Facility No. 3 will be secured by collateral assignments of life insurance policies having a cash value of at least $20,000,000.00 (subject to Section 9.17),
which policies must be acceptable to the Bank (collectively, the “Life Insurance Policies” and each, individually, a “Life Insurance Policy”).

5.           FEES AND LOAN ADMINISTRATION

5.1           Fees.
 
(a)           Loan Fee.  A commitment fee of $93,750.00 is due and payable by the Borrowers to the Bank on the date that this Agreement is executed by the
parties.

(b)           Modification Fee.  If the Bank, at its discretion, agrees to modify or amend any terms of this Agreement, the Borrowers will, at the Bank’s option,
pay the Bank a fee for each Borrower-initiated amendment or modification in an amount advised by the Bank at the time the Borrowers request such
amendment or modification.  Nothing in this Section shall imply that the Bank is obligated to agree to any modification or amendment requested by the
Borrowers.  The Bank may impose additional requirements as a condition to any modification or amendment.

(c)           Late Fee.  To the extent permitted by law, the Borrowers agree to pay a late fee in an amount not to exceed four percent (4%) of any monthly
payment of principal or interest that is more than fifteen (15) days late.  The imposition and payment of a late fee shall not constitute a waiver of the Bank’s
rights with respect to any Default or Event of Default hereunder.

(d)           Unused Commitment Fee.  The Borrowers shall pay a quarterly fee on any difference between the Facility No. 1 Commitment and the amount of
credit it actually uses under Facility No. 1, determined by the average of the daily amount of credit outstanding during the specified period.  The fee will be
equal to such difference multiplied by a percentage in accordance with the following:

Utilization Unused Fee Percentage
< 25% 0.25%
> 25% but < 50% 0.20%
> 50% but < 75% 0.15%
> 75% 0.10%

 
 

7



 

This fee is due on April 1, 2016, and on the first day of each following calendar quarter, with respect to the immediately preceding calendar quarter, and on
the Facility No. 1 Expiration Date with respect to the period ending on that date.

5.2           Expenses.  The Borrowers shall promptly repay the Bank for expenses reasonably incurred by the Bank in connection with execution and delivery
of this Agreement and any agreement or instrument required by this Agreement that include, but are not limited to, filing, recording and search fees, appraisal
fees, title report fees, reasonable out-of-pocket attorneys’ fees, and documentation fees.

 5.3           Collection of Payments.

(a)           Payments will be made by debit to a deposit account, if direct debit is provided for in this Agreement or is otherwise authorized by the
Borrowers.  For payments not made by direct debit, payments will be made by mail to the address shown on the Borrowers’ statement, or by such other
method as may be permitted by the Bank.

(b)           Each disbursement by the Bank and each payment by the Borrowers will be evidenced by records kept by the Bank which will, absent manifest
error, be conclusively presumed to be correct and accurate and constitute an account stated between the Borrowers and the Bank.

5.4           Requests for Credit; Equal Access by all Borrowers.  Any Borrower (or a person or persons authorized by any one of the Borrowers), acting alone,
can borrow up to the full amount of credit provided under this Agreement.  Each Borrower will be liable for all extensions of credit made under this
Agreement to any other Borrower.

5.5           Borrowers’ Instructions.  Subject to the terms, conditions and procedures stated elsewhere in this Agreement, the Bank may honor instructions for
advances or repayments and any other instructions under this Agreement given by any one of the individuals the Bank reasonably believes is authorized to
sign loan agreements on behalf of any Borrower, or any other individual(s) designated by any one of such authorized signers (each an “Authorized
Individual”).  The Bank may honor any such instructions made by any one of the Authorized Individuals, whether such instructions are given in writing or by
telephone, telefax or Internet and intranet websites designated by the Bank with respect to separate products or services offered by the Bank.

5.6           Direct Debit.  Each Borrower agrees that on the due date of any amount due under this Agreement, the Bank will debit the amount due from deposit
account number [_____________] owned by any Borrower, or such other of the Borrowers’ accounts with the Bank as designated in writing by the Borrowers
(the “Designated Account”). Should there be insufficient funds in the Designated Account to pay all such sums when due, the full amount of such deficiency
shall be immediately due and payable by the Borrowers.
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5.7           Banking Days.  Unless otherwise provided in this Agreement, a banking day is a day other than a Saturday, Sunday or other day on which
commercial banks are authorized to close, or are in fact closed, in the state where the Bank’s lending office is located, and, if such day relates to amounts
bearing interest at an offshore rate (if any), means any such day on which dealings in dollar deposits are conducted among banks in the offshore dollar
interbank market.  All payments and disbursements which would be due or which are received on a day which is not a banking day will be due or applied, as
applicable, on the next banking day.

5.8           Interest Calculation.  Except as otherwise stated in this Agreement, all interest and fees, if any, will be computed on the basis of a 360-day year and
the actual number of days elapsed.  This method results in more interest or a higher fee than if a 365-day year were used.  Installments of principal which are
not paid when due under this Agreement shall continue to bear interest until paid.  To the extent that any calculation of interest or any fee required to be paid
under this Agreement shall be less than zero, such rate shall be deemed zero for purposes of this Agreement.

5.9           Default Rate.  Upon the occurrence and during the continuance of any Event of Default under this Agreement, all amounts outstanding under this
Agreement, including any unpaid interest, fees, or costs, will at the option of the Bank bear interest at a rate which is 4.00 percentage point(s) higher than the
rate of interest otherwise provided under this Agreement.  This may result in compounding of interest.  This provision will not constitute a waiver of any
Event of Default.

5.10           Additional Costs.  The Borrowers will pay the Bank, on demand, for the Bank’s costs or losses arising from any Change in Law which are
allocated to this Agreement or any credit outstanding under this Agreement.  The allocation will be made as determined by the Bank, using any reasonable
method.  The costs include, without limitation, the following:
 
 (a) any reserve or deposit requirements (excluding any reserve requirement already reflected in the calculation of the interest rate in this

Agreement); and

 (b) any capital requirements relating to the Bank’s assets and commitments for credit.

“Change in Law” means the occurrence, after the date of this Agreement, of the adoption or taking effect of any new or changed law, rule, regulation or treaty,
or the issuance of any request, rule, guideline or directive (whether or not having the force of law) by any governmental authority; provided that (x) the Dodd-
Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines or directives issued in connection with that Act, and (y) all
requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any
successor authority) or the United States regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “Change in Law,”
regardless of the date enacted, adopted or issued.
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6.           CONDITIONS TO INITIAL ADVANCE OF CREDIT

Subject to Section 7, before the Bank is required to make the initial advance of credit to the Borrowers under this Agreement, the following conditions
precedent must be satisfied:

6.1           Authorizations.  The Bank shall have received evidence that the execution, delivery and performance by the Borrowers of this Agreement and any
instrument or agreement required under this Agreement have been duly authorized.

6.2           Governing Documents.  The Bank shall have received copies of each Borrower’s organizational documents.

6.3           Payment of Fees. The Bank shall have received payment of all fees and other amounts due and owing to the Bank, including without limitation
payment of all accrued and unpaid expenses incurred by the Bank as required by this Agreement.

6.4           Good Standing.  The Bank shall have received a certificate of good standing or certificate of fact, as applicable, for each Borrower from its state of
formation and from any other state in which such Borrower is required to qualify to conduct its business.

6.5           Insurance.  The Bank shall have received evidence of insurance coverage, as required in Section 9.17(a) of this Agreement.

6.6           Assignment Agreements.  The Bank shall have received, subject to Section 9.17 of this Agreement, the originals of all Life Insurance Policies
together with evidence that collateral assignments of all Life Insurance Policies in favor of the Bank have been filed of record with the issuers of the Life
Insurance Policies (such policies as are so provided and assigned, the “Duly Assigned Policies”).

6.7           Perfection and Evidence of Priority.  The Bank shall have received evidence that the security interests and liens in favor of the Bank with respect to
the Life Insurance Policies are valid, enforceable, properly perfected in a manner acceptable to the Bank and prior to all others’ rights and interests, except
those the Bank consents to in writing and subject to Section 9.17 of this Agreement.

6.8           Legal Opinions.   The Bank shall have received satisfactory opinions of counsel to the Borrowers (which shall cover, among other things, authority,
legality, validity, binding effect and enforceability of this Agreement).

6.9           Purchase Agreement. The Bank shall have received a copy of the signed Purchase Agreement, including all schedules and exhibits which are a part
of the Purchase Agreement, and any amendments to it.

6.10           Accuracy of Representations.  The Purchase Agreement Representations and the Specified Representations must be accurate as of the date of this
Agreement.
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6.11           No Litigation.  No action, suit, investigation, litigation or proceeding shall be pending or threatened in any court or before any arbitrator or
governmental instrumentality that in the Bank’s judgment (a) could reasonably be expected to have a Material Adverse Effect or (b) could reasonably be
expected to materially and adversely affect the Acquisition or the transactions contemplated thereby.

6.12           Financials. The Bank shall have received, in form and substance satisfactory to it, of (a) a pro forma, consolidated balance sheet of the Borrowers
dated as of the date of this Agreement and giving effect to the Acquisition, which balance sheet shall reflect no material changes from the most recent pro
forma balance sheet of the Borrowers previously delivered to the Bank, (b) financial projections of the Borrowers, giving effect to the Acquisition, evidencing
the Borrowers’ ability to comply with the financial covenants set forth in the Loan Documents, and (c) interim consolidated financial statements for the
Borrowers as of a date not more than 30 days prior to the date of this Agreement.

6.13           Solvency. After giving effect to the Acquisition and other transactions contemplated on the date of this Agreement, the Borrowers and their
subsidiaries on a consolidated basis shall not be insolvent or become insolvent as a result thereof and the Bank shall have received a certificate from the
Borrowers that the Borrowers satisfy the foregoing.

6.14           Acquisition.  The Acquisition shall have  been consummated on terms acceptable to the Bank, including (i) satisfactory legal documentation, (ii)
no changes to any Borrower’s corporate, capital and ownership structures after giving effect to the Acquisition from those as disclosed to the Bank prior to the
date of this Agreement unless approved by the Bank, and (iii) receipt by the Borrowers of all government (including any applicable exchange or securities
commission), shareholder and third party consents, deemed necessary or appropriate by the Bank.
 
6.15           No Material Adverse Change. No change, occurrence or development shall have occurred or become known to the Bank since November 1, 2015,
that has had or could reasonably be expected to have a Material Adverse Effect.

In its sole discretion, the Bank may waive, which waiver must be in writing, any or all of the foregoing items as a condition precedent to the Bank’s obligation
to make the initial advance under the Facilities, in which case (i) any such waived item must be satisfied before the Bank has any obligation to make
subsequent advances under this Agreement and (ii) the Borrowers will satisfy such item or items within thirty (30) days after the date of such waiver and, if
required by the Bank, before requesting any subsequent advance under this Agreement. The failure to comply with foregoing covenant shall, at the option of
the Bank, constitute an Event of Default under this Agreement.
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7.           CERTAIN FUNDS PROVISION FOR ACQUISITION ADVANCE

Despite anything contained in this Agreement to the contrary, the only representations and warranties, the accuracy of which shall be a condition to the
availability of the Acquisition Advance, shall be:

(a) such of the representations made by or on behalf of the Seller in the Purchase Agreement as are material to the interests of the Bank, but
only to the extent that any Borrower has the right to terminate its obligations under the Purchase Agreement or decline to consummate the
Acquisition as a result of a breach of such representations in the Purchase Agreement (the “Purchase Agreement Representations”); and

(b) representations and warranties of the Borrowers set forth in this Agreement relating to the following: corporate existence; power and
authority, due authorization, execution and delivery, in each case as they relate to the entering into and performance of the Loan Documents;
the enforceability of the Loan Documents; Federal Reserve margin regulations; the PATRIOT Act; laws applicable to sanctioned persons,
including persons sanctioned by the U.S. Department of Treasury’s Office of Foreign Assets Control, and the Foreign Corrupt Practices Act
(as to use of proceeds); the Investment Company Act; no conflicts between the Loan Documents and each Borrower’s organizational
documents or material applicable law; no conflicts with the Purchase Agreement; solvency; and, subject to the limitations set forth in in the
following sentence, creation, validity, perfection and priority of security interests (the “Specified Representations”).

It is understood that (A) other than as set forth in clauses (B) and (C) below, to the extent any Life Insurance Policy cannot be delivered, or a security interest
therein or lien thereon cannot be created or perfected, on the date of funding the Acquisition Advance after the Borrower’s use of commercially reasonable
efforts to do so, the delivery of, or creation and perfection of a security interest in, such Life Insurance Policy shall not constitute a condition precedent to the
availability of the Acquisition Advance, but such Life Insurance Policy shall instead be required to be delivered, or a security interest therein or lien thereon
created and perfected, in accordance with Section 9.17 of this Agreement.

8.           REPRESENTATIONS AND WARRANTIES

Each Borrower makes the following representations and warranties as of the date of this Agreement.  Each request for an extension of credit constitutes a
renewal of these representations and warranties as of the date of the request (except that the representations and warranties contained in Sections 8.6 (a) and
(b) shall be deemed to refer to the most recent financial statements furnished pursuant to Sections 9.2 (a) and (b)):

8.1           Formation.  The Borrower is duly formed and validly existing under the laws of the Commonwealth of Virginia.  The Borrowers, taken together,
include Hooker Furniture Corporation and all of its subsidiaries.
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8.2           Authorization.  This Agreement, and any other instrument or agreement delivered by the Borrower hereunder, are within the Borrower’s corporate
or limited liability company, as applicable, powers, have been duly authorized, and do not conflict with any of its organizational documents.

8.3           Enforceable Agreement.  This Agreement is a legal, valid and binding agreement of the Borrower, enforceable against the Borrower in accordance
with its terms, and any note or other agreement required hereunder, when executed and delivered by the Borrower, will be similarly legal, valid, binding and
enforceable against the Borrower in accordance with its terms, except in each case as such enforceability may be limited by bankruptcy, insolvency,
reorganization, moratorium or similar laws affecting the enforceability of creditors’ rights generally and by equitable principles of general applicability
(regardless of whether such enforceability is considered in a proceeding in equity or at law).

8.4           Good Standing.  The Borrower is duly qualified and is licensed and (if applicable) in good standing under the laws of each jurisdiction where its
ownership, lease or operation of properties or the conduct of its business requires such qualification or licenses, except to the extent that failure to do so could
not reasonably be expected to have a Material Adverse Effect.

8.5           No Conflicts.  To the Borrower’s knowledge, the execution, delivery and performance by the Borrower of this Agreement do not and will not (a)
conflict with or result in any breach or contravention of any contractual obligation to which the Borrower is a party or (ii) any order, injunction, writ or decree
of any governmental authority or any arbitral award to which the Borrower or its property is subject; or (b) violate any law, except in each case referred to in
clause (a) or (b), to the extent such conflict, breach, contravention, or violation could not reasonably be expected to have a Material Adverse Effect.

8.6           Financial Information.

(a)           The most recent consolidated, annual audited financial statements of the Borrowers as of, and for the fiscal year ended February 1, 2015, (i) were
prepared in accordance with GAAP consistently applied throughout the period covered thereby, except as otherwise expressly noted therein; (ii) fairly present
in all material respects the financial condition of the Borrowers and their consolidated subsidiaries as of the date thereof and their results of operations for the
period covered thereby in accordance with GAAP consistently applied throughout the period covered thereby, except as otherwise expressly noted therein;
and (iii) show all material Indebtedness and other liabilities, direct or contingent, of the Borrowers and their consolidated subsidiaries as of the date thereof,
including liabilities for taxes, material commitments and Indebtedness to the extent required under GAAP.

(b)          The unaudited consolidated balance sheet of the Borrowers and their subsidiaries dated November 1, 2015, and the related consolidated statements
of income or operations and cash flows for the fiscal quarter ended on that date (i) were prepared in accordance with GAAP consistently applied throughout
the period covered thereby, except as otherwise expressly noted therein, and; (ii) fairly present in all material respects the financial condition of the Borrowers
and their subsidiaries as of the date thereof and their results of operations for the period covered thereby, subject in the case of clauses (i) and (ii), to the
absence of footnotes and to normal year-end audit adjustments.
 
 

13



 

(c)           No report, financial statement, certificate or other written information furnished by or on behalf of the Borrower in connection with this Agreement
to the Bank in connection with the transactions contemplated hereby and the negotiation of this Agreement or delivered hereunder (as modified or
supplemented by other information so furnished) contains any material misstatement of fact or omits to state any material fact required to be stated therein or
necessary to make the statements therein, in the light of the circumstances under which they were made, not misleading.

(d)           Since the date of the most recent financial statements provided to the Bank, there has been no event or circumstance, either individually or in the
aggregate, that has had or could reasonably be expected to have a Material Adverse Effect.

8.7           Lawsuits.  There is no lawsuit, tax claim or other dispute pending, or to the knowledge of the Borrower threatened, against the Borrower which, if
adversely determined, could reasonably be expected to have a Material Adverse Effect.

8.8           Permits, Franchises.  The Borrower possesses all governmental licenses, authorizations, consents and approvals required, and all trademark rights,
trade name rights, patent rights, copyrights, and fictitious name rights necessary, to conduct the business in which it is now engaged, except to the extent that
the failure to do so would not reasonably be expected to have a Material Adverse Effect.

8.9           Other Obligations.  To the Borrower’s knowledge, the Borrower is not in default on any material obligation for borrowed money, any material
purchase money obligation or any other material lease, commitment, contract, instrument or obligation.

8.10          Tax Matters.  The Borrower has paid all federal, state and other material taxes, assessments, fees and other governmental charges levied or imposed
upon it or its properties, income or assets otherwise due and payable, except those which are being contested in good faith by appropriate proceedings
diligently conducted and for which adequate reserves have been provided in accordance with GAAP.  To the knowledge of the Borrower, there is no proposed
tax assessment against the Borrower that would, if made, have a Material Adverse Effect.

8.11          No Event of Default.  No event has occurred and is continuing which is, or with notice or lapse of time or both would be, an Event of Default under
this Agreement.

8.12          Insurance.  The Borrower has obtained the insurance coverage required in Section 9.17 of this Agreement and such insurance is currently in effect.
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8.13          ERISA Plans.

(a)           Each Plan (other than a multiemployer plan) is in compliance in all material respects with ERISA, the Code and other federal or state law, including
all applicable minimum funding standards, and there have been no prohibited transactions with respect to any Plan (other than a multiemployer plan), which
has resulted or could reasonably be expected to result in a Material Adverse Effect.

(b)           With respect to any Plan subject to Title IV of ERISA:

(i)           Except for the assumption of the Seller’s pension plan pursuant to the Purchase Agreement and the disclosures made by the Seller
regarding such pension plan under the Purchase Agreement, no reportable event has occurred under Section 4043(c) of ERISA which
requires notice.

(ii)           No action by the Borrower or any ERISA Affiliate to terminate or withdraw from any Plan has been taken and no notice of intent
to terminate a Plan has been filed under Section 4041 or 4042 of ERISA.

8.14          Government Sanctions.

(a)           Neither the Borrower nor any of its affiliated entities, including subsidiaries, nor, to the knowledge of the Borrower, any director, officer or
employee of the Borrower, or any agent, affiliate or representative that will act in any capacity on behalf of or at the direction of the Borrower, is an
individual or entity (“Person”) currently subject to or the target of any economic or financial sanctions or trade embargoes administered or enforced by: the
United States Government, including, without limitation, the U.S. Department of Treasury’s Office of Foreign Assets Control; the United Nations Security
Council; the European Union; Her Majesty’s Treasury; or, to the knowledge of the Borrower, any other relevant sanctions authority (collectively,
“Sanctions”). Further, the Borrower is not organized or resident in a country or territory that is subject to or the target of comprehensive country-wide
Sanctions (at the time of this Agreement but subject to change over time, the Crimea Region of Ukraine, Cuba, Iran, North Korea, Sudan and Syria).

(b)           The Borrower represents and covenants that it will not, directly or knowingly indirectly, use the proceeds of the credit provided under this
Agreement, or lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or other Person, to fund any activities of or
business with any Person or in any country or territory, that, at the time of such funding, is subject to or the target of Sanctions, in violation of applicable law,
or in any other manner that will cause a violation by any Person (including any Person participating in the transaction, whether as underwriter, advisor,
investor or otherwise) of applicable Sanctions.

9.           COVENANTS

Each Borrower agrees so long as credit is available under this Agreement and until the Bank is repaid in full:
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9.1           Use of Proceeds.  To use the proceeds of the Facilities to pay a portion of the purchase price for the Acquisition, to refinance existing indebtedness,
to issue standby or commercial letters of credit, and for general corporate purposes not in contravention of any law or of any Loan Document.

9.2           Financial Information.  To provide the following financial information and statements in form and content reasonably acceptable to the Bank, and
such additional information as reasonably requested by the Bank from time to time:

 (a) Within 45 days after the period’s end (excluding the last period in each fiscal year), quarterly financial statements of the Borrowers,
certified and dated by an authorized financial officer of the Borrowers.  These financial statements may be company-prepared.  The
statements shall be prepared on a consolidated basis.

 (b) Within 120 days following each fiscal year end, the annual financial statements of the Borrowers, certified and dated by an authorized
financial officer of the Borrowers. These financial statements must be audited by an independent registered public accounting firm
reasonably acceptable to the Bank.  The statements shall be prepared on a consolidated basis.

The financial statements required above shall be accompanied by a certificate of the chief executive officer, chief financial officer or chief accounting officer
of the Borrowers (i) setting forth computations of the financial covenants required under Section 9.4 of this Agreement based on such statements and (ii) to
the effect that such officer has reviewed this Agreement and to such officer’s knowledge no Default or Event of Default has occurred and is continuing, or
stating the nature of the Default or Event of Default.

9.3           Preservation of Existence, Etc.  To (a) preserve, renew and maintain in full force and effect its legal existence and (as applicable) good standing
under the laws of the Commonwealth of Virginia; (b) take all reasonable action to maintain all rights, privileges, permits, licenses and franchises necessary or
desirable in the normal conduct of its business, except to the extent that failure to do so could not reasonably be expected to have a Material Adverse Effect;
and (c) preserve or renew all of its registered patents, trademarks, trade names and service marks, except to the extent that failure to do so could not
reasonably be expected to have a Material Adverse Effect.

9.4           Financial Covenants.  To maintain the following financial covenants and ratios, each on a consolidated basis with the other Borrowers and their
subsidiaries:

(a) A Tangible Net Worth equal to or greater than (i) as of the fiscal year-end January 31, 2016, $105,000,000 plus 40% of net income,
before taxes, earned in that fiscal year and (b) as of the end of each subsequent fiscal year, the minimum Tangible Net Worth required
hereunder for the prior fiscal year plus 40% of net income, before taxes, earned in such subsequent fiscal year.
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For example, and only for illustrative purposes, if net income, before taxes, for the year ending January 31, 2016 were $15 million, the
minimum Tangible Net Worth required would be $105,000,000 + (40% X $15 million = $6 million), or $111,000,000.  If net income, before
taxes, for the fiscal year ending in 2017 were $20 million, the minimum Tangible Net Worth required would be $111,000,000 + (40% X $20
million = $8 million), or $119,000,000.

(b) A Funded Debt to EBITDA ratio not greater than the ratios indicated for each period specified below:

Period Ratio
Through August 31, 2017 2.50 to 1.00
September 1, 2017 through August 31, 2018 2.25 to 1.00
September 1, 2018 and thereafter 2.00 to 1.00

The Funded Debt to EBITDA ratio will be calculated at the end of each reporting period for which the Bank requires financial statements,
using the results of the twelve-month period ending with that reporting period. The results of any twelve-month period that includes time
before the Acquisition shall be based on pro forma calculations of EBITDA, sufficiently explained, including to the extent appropriate
results from the Seller for such time.

(c)  A Basic Fixed Charge Coverage Ratio of at least 1.25 to 1.00.

The Basic Fixed Charge Coverage ratio will be calculated at the end of each reporting period for which the Bank requires financial
statements, using the results of the twelve-month period ending with that reporting period.  For purposes of such calculation, the current
portion of long-term liabilities will be measured as of the last day of the calculation period.  The results of any twelve-month period that
includes time before the Acquisition shall be based on pro forma calculations of EBITDA, sufficiently explained, including to the extent
appropriate results from the Seller for such time.

9.5           Capital Expenditures.  Not to spend or incur obligations to spend, on a consolidated basis, to acquire fixed assets (including the total amount of any
capital leases) during any fiscal year more than $15,000,000, with expenditures to acquire fixed assets pursuant to the Acquisition being excluded for the
fiscal year in which the Acquisition occurs.

9.6           Investments.  Not to make any Investments, except:

 (a) Investments held by the Borrower or one of its subsidiaries in the form of cash equivalents or short-term marketable debt securities;

 (b) Investments of the Borrower in any wholly-owned subsidiary;
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 (c) Investments consisting of extensions of credit in the nature of accounts receivable or notes receivable arising from the grant of trade credit
in the ordinary course of business, and Investments received in satisfaction or partial satisfaction thereof from financially troubled account
debtors to the extent reasonably necessary in order to prevent or limit loss;

 (d) guarantees permitted by Section 9.9;
  
 (e) bank deposits in the ordinary course of business;
  
 (f) Investments in securities of any account debtor received pursuant to any plan of reorganization or similar arrangement upon the bankruptcy

of insolvency of such account debtor;

 (g) Investments in addition to the Investments described above, provided that the aggregate amount of such additional Investments at any one
time outstanding does not exceed $5,000,000; and

 (h) the Acquisition.

“Investment” means, as to any person, any direct or indirect acquisition or investment by such person, whether by means of (a) the purchase or other
acquisition of capital stock or other securities of another person, (b) a loan, advance or capital contribution to, guarantee or assumption of debt of, or purchase
or other acquisition of any other debt or equity participation or interest in, another person, including any partnership or joint venture interest in such other
person, or (c) the purchase or other acquisition (in one transaction or a series of transactions) of assets of another person that constitute a business unit.  For
purposes of covenant compliance, the amount of any Investment shall be the amount actually invested, without adjustment for subsequent increases or
decreases in the value of such Investment.

9.7           Payment of Obligations.  To pay and discharge as the same shall become due and payable, all its obligations and liabilities, including (a) all tax
liabilities, assessments and governmental charges or levies upon it or its properties or assets, unless the same are being contested in good faith by appropriate
proceedings diligently conducted and adequate reserves in accordance with GAAP are being maintained by the Borrower; (b) all lawful claims which, if
unpaid, would by law become a Lien upon its property; and (c) all Indebtedness, as and when due and payable, but subject to any subordination provisions
contained in any instrument or agreement evidencing such Indebtedness, unless, in each case, (i) the failure to pay or discharge such obligations or liabilities
could not reasonably be expected to have a Material Adverse Effect or (ii) such obligations or liabilities are being contested in good faith by appropriate
proceedings diligently conducted, adequate reserves in accordance with GAAP are being maintained by the Borrower and the failure to pay or discharge such
obligations or liabilities pending resolution of such contest could not reasonably be expected to have a Material Adverse Effect.
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9.8           Inspection Rights.  To permit representatives and independent contractors of the Bank to visit and inspect any of its properties, to examine its
corporate, financial and operating records, and make copies thereof or abstracts therefrom, and to discuss its affairs, finances and accounts with its directors,
officers, and independent registered public accounting firm, all at the expense of the Borrower and at such reasonable times during normal business hours and
as often as may be reasonably desired, upon reasonable advance notice to the Borrower; provided however, that, so long as there has been no material change
in the economic profile of the Borrower, the Borrower shall be responsible for the expense of only the first two such examinations in each 12-month period;
provided further however, that when an Event of Default exists the Bank (or its representatives or independent contractors) may do any of the foregoing at the
expense of the Borrower at any time during normal business hours and without advance notice.
 
9.9           Other Debts.  Not to create, incur, assume or suffer to exist any Indebtedness, except:

 (a) Indebtedness under this Agreement;

 (b) Indebtedness outstanding on the date hereof and any refinancings, refundings, renewals or extensions thereof; provided that the amount of
such Indebtedness is not increased at the time of such refinancing, refunding, renewal or extension except by an amount equal to a
reasonable premium or other reasonable amount paid, and fees and expenses reasonably incurred, in connection with such refinancing and
by an amount equal to any existing commitments unutilized thereunder;

 (c) Guarantees of the Borrower in respect of Indebtedness otherwise permitted hereunder of the Borrower;

 (d) obligations (contingent or otherwise and including any Swap Termination Value) of the Borrower existing or arising under any Swap
Contract, provided that (i) such obligations are (or were) entered into by the Borrower in the ordinary course of business for the purpose of
directly managing risks associated with liabilities, commitments, investments, assets, or property held or reasonably anticipated by the
Borrower, or changes in the value of securities issued by the Borrower and not for purposes of speculation or taking a “market view;” and
(ii) such Swap Contract does not contain any provision exonerating the non-defaulting party from its obligation to make the swap
termination value payment, if any, on outstanding transactions to the defaulting party; and

 (e) Indebtedness in addition to the Indebtedness described above, provided that the aggregate amount of such additional Indebtedness at any
one time outstanding does not exceed $10,000,000.

9.10          Other Liens.  Not to create, incur, assume or suffer to exist, any Lien upon any of its property, assets or revenues, whether now owned or hereafter
acquired, other than the following:
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 (a) Liens pursuant to this Agreement;

 (b) Liens existing on the date hereof and any renewals or extensions thereof, provided that the property covered thereby is not increased and
any renewal or extension of the obligations secured or benefited thereby is permitted by Section 9.9(b);

 (c) Liens for taxes not yet due or which are being contested in good faith and by appropriate proceedings diligently conducted, if adequate
reserves with respect thereto are maintained on the books of the applicable person in accordance with GAAP;

 (d) carriers’, warehousemen’s, mechanics’, materialmen’s, repairmen’s or other like Liens arising in the ordinary course of business which are
not overdue for a period of more than 30 days or which are being contested in good faith and by appropriate proceedings diligently
conducted, if adequate reserves with respect thereto are maintained on the books of the applicable person in accordance with GAAP;

 (e) pledges or deposits in the ordinary course of business in connection with workers’ compensation, unemployment insurance and other social
security legislation, other than any Lien imposed by ERISA;

 (f) deposits to secure the performance of bids, trade contracts and leases (other than Indebtedness), statutory obligations, surety bonds (other
than bonds related to judgments or litigation), performance bonds and other obligations of a like nature incurred in the ordinary course of
business;

 (g) easements, rights-of-way, restrictions and other similar encumbrances affecting real property which do not materially detract from the value
of the property subject thereto or materially interfere with the ordinary conduct of the business of the applicable person;

 (h) Liens securing judgments for the payment of money not constituting an Event of Default under Section 10.7 or securing appeal or other
surety bonds relating to such judgments;

 (i) Liens securing Indebtedness permitted under Section 9.9(e); provided that (i) such Liens do not at any time encumber any property other
than the property financed by such Indebtedness and (ii) the Indebtedness secured thereby does not exceed the cost or fair market value,
whichever is lower, of the property being acquired on the date of acquisition; and
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 (k) Liens in addition to the Liens described above, provided that the aggregate amount of Indebtedness secured by such Liens at any one time
outstanding does not exceed $1,000,000.

For purposes of this Agreement, “Lien” means any mortgage, pledge, hypothecation, assignment, deposit arrangement, encumbrance, lien (statutory or other),
charge, or preference, priority or other security interest or preferential arrangement of any kind or nature whatsoever (including any conditional sale or other
title retention agreement, and any financing lease having substantially the same economic effect as any of the foregoing.

9.11          Fundamental Changes. Not to merge, dissolve, liquidate or consolidate with or into, another person, or Dispose of (whether in one transaction or in
a series of transactions) all or substantially all of its assets (whether now owned or hereafter acquired) to or in favor of any person, except that, so long as no
Default exists or would result therefrom:
 
 (a) any person (other than the Borrower) may merge with (i) the Borrower, provided that the Borrower shall be the continuing or surviving

person, or (ii) any one or more subsidiaries of the Borrower, provided that a wholly-owned subsidiary of the Borrower shall be the
continuing or surviving person;

 
 (b) the Borrower may merge with any wholly owned subsidiary of the Borrower or with any other Borrower or any wholly-owned subsidiary of

any other Borrower, and any other Borrower and any subsidiary of any other Borrower may merge with the Borrower or any of its wholly
owned subsidiaries;

 
 (c) any subsidiary of the Borrower may dispose of all or substantially all of its assets (upon voluntary liquidation or otherwise), to the

Borrower, any other Borrower, another subsidiary of the Borrower or any subsidiary of any other Borrower; provided that if the transferor
in such a transaction is a wholly-owned subsidiary of the Borrower, then the transferee must also be a wholly-owned subsidiary of the
Borrower or any other Borrower; and

 (d) any subsidiary of the Borrower may merge into or consolidate with another person, or may dissolve or liquidate, if the borrower determines
in good faith that such merger, consolidation, dissolution or liquidation is in the best interests of the borrower and could not reasonably be
expected to have a Material Adverse Effect .

9.12          Dispositions. Not to make any Disposition or enter into any agreement to make any Disposition, except:

 (a) Dispositions of obsolete or worn out property, whether now owned or hereafter acquired, in the ordinary course of business;
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 (b) Dispositions of inventory in the ordinary course of business;

 (c) Dispositions of equipment or real property to the extent that (i) such property is exchanged for credit against the purchase price of similar
replacement property, (ii) the proceeds of such Disposition are reasonably promptly applied to the purchase price of such replacement
property or (iii) such equipment or property is in the judgment of the Borrower no longer required for the conduct of the business of the
Borrower or any of its subsidiaries;

 (d) Dispositions of property (i) by any subsidiary of the Borrower to the Borrower or to any other Borrower, (ii) by the Borrower to a wholly-
owned subsidiary of the Borrower or of any other Borrower and (iii) by the Borrower to any other Borrower; and

 (e) Dispositions permitted by Section 9.11.

provided, however, that any Disposition pursuant to this Section 9.12 shall be for fair market value (as determined in good faith by the chief financial officer
of the Borrowers).

9.13          Restricted Payments. Not to declare or make, directly or indirectly, any restricted payment, which means any dividend or other distribution
(whether in cash, securities or other property) with respect to any capital stock or other equity interest of the Borrower or any of its subsidiaries, or any
payment (whether in cash, securities or other property), including any sinking fund or similar deposit on account of the purchase, redemption, retirement,
acquisition, cancellation or termination of any such capital stock or other equity interest or of any option, warrant or other right to acquire any such capital
stock or other equity interest (“Restricted Payment”), or incur any obligation (contingent or otherwise) to do so, except that:
 
 (a) each of the Borrower’s subsidiaries may make Restricted Payments to the Borrower and to wholly-owned subsidiaries of the Borrower (and,

in the case of a Restricted Payment by a non-wholly-owned subsidiary of the Borrower, to the Borrower and any subsidiary of the Borrower
and to each other owner of capital stock or other equity interests of such subsidiary of the Borrower on a pro rata basis based on their
relative ownership interests);

 
 (b) in the case of any Borrower that is a subsidiary of another Borrower, such Borrower may make Restricted Payments to such other Borrower;
 
 (c) the Borrower and each of its subsidiaries may declare and make dividend payments or other distributions payable solely in the common

stock or other common equity interests of the entity making such payment or distribution;
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 (d) the Borrower and each of its subsidiaries may purchase, redeem or otherwise acquire shares of its common stock or other common equity
interests or warrants or options to acquire any such shares with the proceeds received from the substantially concurrent issue of new shares
or its common stock or other common equity interests:

 (e) the Borrower may, unless a Default or Event of Default has occurred and is continuing, declare and make dividend payments or other
distributions to its shareholders, provided that the Borrower is in pro forma compliance with the financial covenants set forth in Section 9.4
after giving effect to such dividend payment or other distribution;

 (f) the Borrower or any of its subsidiaries may, unless a Default or Event of Default has occurred and is continuing, purchase or redeem any of
its common stock or any warrants, options or other rights in respect thereof from (i) employees, officers and directors of the Borrower or
such subsidiary (or their estates) upon the death, permanent disability, retirement or termination of employment of any such person or
otherwise in accordance with any stock incentive plan, employee stock purchase plan or other similar employee benefit plan maintained by
the Borrower or such subsidiary of the Borrower or (ii) in the case of the Borrower, other shareholders of the Borrower so long as the
purpose of such purchase or redemption is to acquire common stock in accordance with any such stock incentive plan, employee stock
purchase plan or other similar employee benefit plan or for reissuance to new employees, officers or directors (or their estates) of the
Borrower or any of its subsidiaries and such common stock is reissued within twelve (12) months of such purchase or redemption, provided,
in each case, that the Borrower is in pro forma compliance with the financial covenants set forth in Section 9.4  after giving effect to such
purchase or redemption; and

 (f) the Borrower may, unless a Default or Event of Default has occurred and is continuing, purchase shares of its common stock pursuant to a
share repurchase plan or agreement approved by the Borrower’s board of directors, provided that the Borrower is in pro forma compliance
with the financial covenants set forth in Section 9.4 after giving effect to such purchase.

 
9.14          Maintenance of Properties.

(a)           Maintain, preserve and protect all of its material properties and equipment necessary in the operation of its business in good working order and
condition, ordinary wear and tear excepted;

(b)           Make all necessary repairs thereto and renewals and replacements thereof; and
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(c)           Use the standard of care typical in the industry in the operation and maintenance of its facilities except in each case referred to in clause (a), (b) or
(c) above, to the extent that failure to do so could not reasonably be expected to have a Material Adverse Effect.

9.15          Change in Nature of Business.  Engage to any material extent in any material line of business substantially different from those lines of business
conducted by the Borrowers and their subsidiaries or the Seller on the date hereof and businesses reasonably related thereto.
 
9.16          Notices to Bank.  To promptly notify the Bank in writing of:

 (a) The occurrence of any Default or Event of Default;

 (b) Any matter that has resulted or could reasonably be expected to result in a Material Adverse Effect; or

 (c) Any material change in accounting policies or financial reporting practices by the Borrower or any of its subsidiaries.

9.17          Insurance.

(a)           To maintain with financially sound and reputable insurance companies not affiliated with the Borrower, insurance with respect to its properties and
business against loss or damage of the kinds customarily insured against by persons engaged in the same or similar business, of such types and in such
amounts (after giving effect to any self-insurance compatible with the following standards) as are customarily carried under similar circumstances by such
other persons and providing for not less than 30 days’ prior notice to the Bank of termination, lapse or cancellation of such insurance.

(b)           To maintain the Life Insurance Policies pledged pursuant to the Security Agreement as security for Facility No. 3 in full force and effect.  If, as of
the date of this Agreement, the Bank has not received Duly Assigned Policies with an aggregate cash value of $20,000,000, the Borrower shall have a period
of 60 days after the date of this Agreement to use commercially reasonable efforts to provide the Bank with additional Duly Assigned Policies sufficient for
the aggregate cash value of all Duly Assigned Policies delivered to the Bank to equal or exceed $20,000,000.

(c)           If the aggregate cash value of Duly Assigned Policies as of 60 days after the date of this Agreement is less than $20,000,000, to make, within five
(5) business days after the Bank’s demand, a prepayment of principal of Facility No. 3 in an amount sufficient to cause the outstanding principal balance of
Facility No. 3 to be equal to or less than 95% of the aggregate cash value of Duly Assigned Policies delivered to the Bank.
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(d)           At all times after 60 days after the date of this Agreement, to cause the aggregate cash value of the Duly Assigned Policies to equal or exceed
105.263% of the principal balance of Facility No. 3 outstanding at any time.

9.18          Compliance with Laws.  To comply in all material respects with the laws (including any fictitious or trade name statute), regulations, and orders of
any government body with authority over the Borrower’s business, except in such instances in which (a) any such law, regulation or order is being contested
in good faith by appropriate proceedings diligently conducted; or (b) the failure to comply therewith could not reasonably be expected to have a Material
Adverse Effect.

9.19          Books and Records.  To maintain adequate books and records in material conformity with applicable laws or regulatory requirements.

9.20          Audits.  To allow the Bank and its agents to inspect the Borrower’s properties and examine, audit, and make copies of the Borrower’s books and
records during normal business hours after reasonable advance notice after an Event of Default has occurred and is continuing.  If any of the Borrower’s
properties, books or records are in the possession of a third party, the Borrower authorizes that third party to permit the Bank or its agents to have access,
during normal business hours after reasonable advance notice, to perform such inspections or audits and to respond to the Bank’s reasonable requests for
information concerning such properties, books and records.

9.21          Bank as Depository. To maintain with the Bank its primary depository accounts and relationships, including operating, cash management and
collection/lockbox account services.

9.22          New Subsidiaries.  To notify the Bank at the time that any entity becomes a subsidiary of the Borrower, and promptly thereafter (and in any event
within 30 days), cause such entity to (a) become a “Borrower” under this Agreement by executing and delivering to the Bank a joinder agreement or such
other documents as the Bank deems appropriate for such purpose, and (b) deliver to the Bank documents of the types referred to in Sections 6.2 and 6.4 and a
favorable opinion of counsel to such entity (which shall cover, among other things, the legality, validity, binding effect and enforceability of the
documentation referred to in clause (a)), all in form, content and scope reasonably satisfactory to the Bank.

10.           DEFAULT AND REMEDIES

If any of the following events of default occurs (each an “Event of Default”), the Bank may do one or more of the following: declare the Borrowers in default,
stop making any additional credit available to the Borrowers, and require the Borrowers to repay the entire debt outstanding under this Agreement
immediately and without prior notice.  If an event which, with notice or the passage of time, or both, will constitute an Event of Default has occurred and is
continuing (each a “Default”), the Bank has no obligation to make advances or extend additional credit under this Agreement.  In addition, if any Event of
Default occurs, the Bank shall have all rights, powers and remedies available under any instruments and agreements executed in connection with this
Agreement, as well as all rights and remedies available at law or in equity.  If an Event of Default occurs under the Section entitled “Bankruptcy,” below, with
respect to any Borrower, then the entire debt outstanding under this Agreement will automatically be due immediately.
 
 

25



 

10.1          Failure to Pay.  The Borrowers fail to make a payment under this Agreement when due and such failure continues for a period of ten (10) days after
written notice thereof is sent by the Bank to the Borrowers; provided, however, that if notice of such failure is sent twice in any twelve (12) month period, any
subsequent failure to make a payment under this Agreement when due shall be an immediate Event of Default without the need for any notice and opportunity
to cure.

10.2          Other Bank Agreements.  Any default occurs and continues after any applicable grace or cure period under any other agreement between any
Borrower and the Bank or any affiliate of the Bank, which default results in the Bank or such affiliate accelerating the obligations thereunder in an amount
exceeding $2,000,000.

10.3          Cross-default.  Any default occurs and continues after any applicable grace or cure period under any agreement for borrowed money between a
Borrower and the Bank or any third party or under which a Borrower has provided a guarantee to the Bank or a third party, which default results in the Bank
or such third party accelerating the obligations thereunder in an amount exceeding $4,000,000.

10.4          Representations and Warranties.  Any representation, warranty, certification or statement of fact made or deemed made by or on behalf of a
Borrower herein, or in any document delivered in connection herewith, shall be incorrect or misleading in any material respect when made or deemed made.

10.5          Bankruptcy.  Any Borrower files a bankruptcy petition, a bankruptcy petition is filed against any Borrower and is not dismissed or stayed within
sixty (60) days after such filing, or any Borrower makes a general assignment of all or any material part of its property for the benefit of creditors.

10.6          Receivers.  A receiver or similar official is appointed for all or any material part of a Borrower’s business.

10.7          Judgments.  There is entered against a Borrower or any of its subsidiaries (i) a final judgment or order for the payment of money in an aggregate
amount exceeding $4,000,000 (to the extent not covered by independent third-party insurance as to which the insurer does not dispute coverage), or (ii) any
one or more non-monetary final judgments that have, or could reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect
and, in either case, (A) enforcement proceedings are commenced by any creditor upon such judgment or order, or (B) there is a period of 10 consecutive days
during which a stay of enforcement of such judgment, by reason of a pending appeal or otherwise, is not in effect.

10.8          ERISA Plans.  Any one or more of the following events occurs with respect to a Plan provided such event or events could reasonably be expected,
in the judgment of the Bank, to subject a Borrower to any tax, penalty or liability (or any combination of the foregoing) which, in the aggregate, exceeds
$8,000,000.00:
 
 

26



 

 (a) A reportable event shall occur under Section 4043(c) of ERISA with respect to a Plan.

 (b) Any Plan termination (or commencement of proceedings to terminate a Plan) or the full or partial withdrawal from a Plan by a Borrower or
any ERISA Affiliate.

10.9          Other Breach Under Agreement or Breach Under Other Loan Document.  A breach occurs under any other term or condition of this Agreement not
specifically referred to in this Article or under another Loan Document and, if such breach is capable of being cured within thirty (30) days after the earlier of
(a) any Borrower obtains knowledge of such breach or (b) notice of such breach is given to the Borrowers, it is not cured within such period; provided that in
the event the breach cannot be reasonably cured within thirty (30) days and the Borrowers diligently proceed to cure the same within sixty (60) days after the
earlier of (a) any Borrower obtains knowledge of such breach or (b) notice of such breach is given to the Borrowers, an Event of Default shall not be deemed
to have occurred hereunder.  This includes any failure by the Borrowers to comply with any financial covenants set forth in this Agreement.

10.10        Lien Priority.  The Bank fails to have an enforceable first lien (except for any prior liens to which the Bank has consented in writing) on or security
interest in any property given as security for this Agreement (or any guaranty).
 
11.           ENFORCING THIS AGREEMENT; MISCELLANEOUS

11.1          GAAP.  Except as otherwise stated in this Agreement, all financial statements provided to the Bank by the Borrowers hereunder will be prepared in
accordance with generally accepted accounting principles, consistently applied (“GAAP”) and all financial covenants will be calculated using such financial
statements.

11.2          Governing Law. Except to the extent that any law of the United States may apply, this Agreement shall be governed and interpreted according to
the laws the Governing Law State, without regard to any choice of law, rules or principles to the contrary.  Nothing in this paragraph shall be construed to
limit or otherwise affect any rights or remedies of the Bank under federal law.

11.3          Venue and Jurisdiction.  Any action or suit against the Bank arising out of or relating to this Agreement shall be filed in federal court or state court
located in the Governing Law State.  The Bank shall not be deemed to have waived its rights to enforce this section by filing an action or suit against the
Borrowers in a venue outside of the Governing Law State.  If the Bank does commence an action or suit arising out of or relating to this Agreement, the case
may be filed in federal court or state court in the Governing Law State.  The Bank reserves the right to commence an action or suit in any other jurisdiction
where the Borrowers, any guarantor, or any collateral has any presence or is located.  Each Borrower consents to personal jurisdiction and venue in such
forum selected by the Bank and waives any right to contest jurisdiction and venue and the convenience of any such forum.  The provisions of this section are
material inducements to the Bank’s acceptance of this Agreement.
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11.4          Successors and Assigns.  This Agreement is binding on each Borrower’s and the Bank’s successors and assignees.  The Borrowers shall not assign
this Agreement without the Bank’s prior consent.  The Bank may sell participations in the Facilities, and may exchange financial information about the
Borrowers (including, without limitation, any information regarding any hazardous substances) with actual or potential participants;  however, despite any
such participation, the Bank will continue to administer the Facilities and the Borrowers will be entitled to deal solely with the Bank in all matters arising
under this Agreement.  The Bank shall not assign this Agreement or any interest in the Facilities, other than one or more participations, without the prior
consent of the Borrowers. The Borrowers shall not unreasonably withhold or delay such consent. If the Borrowers make no response to the Bank’s request for
such consent within five business days after such request they shall be deemed to have given consent to the assignment. Despite anything contained in this
Section 11.4 to the contrary, the Borrowers shall not have the right to consent to any assignment by the Bank of this Agreement or any interest in the Facilities
(a) to Bank of America Corporation (or any successor company) or any of its subsidiaries and affiliated companies, including, but not limited to, any of the
Bank of America Companies or (b) to any person if an Event of Default has occurred and is continuing.  If any of the Facilities are assigned, the assignee will
have the right of set-off against the Borrowers.  “Bank of America Companies” means the following:

Banc of America,
U.S. Trust,
LandSafe,
Merrill Lynch,
Managed Account Advisors LLC,
General Fidelity Life Insurance Company,
NationsCredit Financial Services Corporation,
BAL Corporate Aviation, LLC,
BAL Energy Holding, LLC,
BAL Energy Management II, LLC,
BAL Investment & Advisory, Inc.,
BAL Solar I, LLC,
BAL Solar II, LLC, and
BAL Solar III, LLC.

11.5          Waiver of Jury Trial.  EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY
ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER DOCUMENT EXECUTED IN CONNECTION HEREWITH OR
THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY OTHER
THEORY).  EACH PARTY HERETO (a) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PERSON
HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON WOULD NOT, IN THE EVENT OF LITIGATION,
SEEK TO ENFORCE THE FOREGOING WAIVER, (b) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN
INDUCED TO ENTER INTO THIS AGREEMENT AND THE OTHER DOCUMENTS CONTEMPLATED HEREBY BY, AMONG OTHER
THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION AND (c) CERTIFIES THAT THIS WAIVER IS
KNOWINGLY, WILLINGLY AND VOLUNTARILY MADE.
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11.6          Waiver of Class Actions.
 
The terms “Claim” or “Claims” refer to any disputes, controversies, claims, counterclaims, allegations of liability, theories of damage, or defenses between
Bank of America, N.A., its subsidiaries and affiliates, on the one hand, and the other parties to this Agreement, on the other hand (all of the foregoing each
being referred to as a “Party” and collectively as the “Parties”) with respect to a matter arising under this Agreement. Whether in state court, federal court, or
any other venue, jurisdiction, or before any tribunal, the Parties agree that all aspects of litigation and trial of any Claim will take place without resort to any
form of class or representative action. Thus the Parties may only bring Claims against each other in an individual capacity and waive any right they may have
to do so as a class representative or a class member in a class or representative action. THIS CLASS ACTION WAIVER PRECLUDES ANY PARTY
FROM PARTICIPATING IN OR BEING REPRESENTED IN ANY CLASS OR REPRESENTATIVE ACTION REGARDING A CLAIM.
 
11.7          Severability; Waivers.  If any part of this Agreement is not enforceable, the rest of the Agreement may be enforced.  The Bank retains all rights,
even if it makes an advance after an Event of Default.  If the Bank waives an Event of Default, it may enforce a later Event of Default.  Any consent or waiver
under this Agreement must be in writing.

11.8          Attorneys’ Fees.  The Borrowers shall reimburse the Bank for any reasonable costs and reasonable attorneys’ fees incurred by the Bank in
connection with the enforcement or preservation of any rights or remedies under this Agreement and any note or other agreements executed in connection
with this Agreement, and in connection with any amendment, waiver, “workout” or restructuring under this Agreement.  In the event of a lawsuit or
arbitration proceeding between the Bank and any Borrower, the prevailing party is entitled to recover costs and reasonable attorneys’ fees incurred in
connection with the lawsuit or arbitration proceeding, as determined by the court or arbitrator.  In the event that any case is commenced by or against a
Borrower under the Bankruptcy Code (Title 11, United States Code) or any similar or successor statute, the Bank is entitled to recover costs and reasonable
attorneys’ fees incurred by the Bank related to the preservation, protection, or enforcement of any rights of the Bank in such a case.

11.9          One Agreement.  This Agreement and any other Loan Document and other agreements required by this Agreement:

 (a) represent the sum of the understandings and agreements between the Bank and the Borrowers concerning the Facilities; and

 (b) are intended by the Bank and the Borrowers as the final, complete and exclusive statement of the terms agreed to by them.
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In the event of any conflict between this Agreement and any other agreements required by this Agreement, this Agreement will prevail.  Any reference in any
related document to a “promissory note” or a “note” executed by the Borrowers and dated as of the date of this Agreement shall be deemed to refer to this
Agreement, as now in effect or as hereafter amended, renewed, or restated.
 
11.10        Indemnification.  The Borrowers will indemnify and hold the Bank harmless from any loss, liability, damages, judgments, and costs of any kind to
third parties relating to or arising directly or indirectly out of (a) this Agreement or any document required hereunder, (b) any credit extended or committed by
the Bank to the Borrowers hereunder, and (c) any litigation or proceeding related to or arising out of this Agreement, any such document, or any such credit,
except to the extent that any such loss, liability, damages, judgments or costs were caused by the Bank’s negligence or willful wrongdoing, or by the Bank’s
breach of any term of this Agreement.  This indemnity includes but is not limited to reasonable attorneys’ fees.  This indemnity extends to the Bank, its
parent, subsidiaries and all of their respective directors, officers, employees, agents, successors, attorneys, and assigns.  This indemnity will survive
repayment of the Borrowers’ other obligations to the Bank.  All sums due to the Bank under this Section shall be obligations of the Borrowers, due and
payable within ten banking days after demand therefor.

11.11        Set-Off.  Upon and after the occurrence of an event of default under this Agreement, (a) each Borrower hereby authorizes the Bank, at any time and
from time to time, without notice, which is hereby expressly waived by such Borrower, and whether or not the Bank shall have declared any credit subject
hereto to be due and payable in accordance with the terms hereof, to set off against, and to appropriate and apply to the payment of, such Borrower’s
Obligations (whether matured or unmatured, fixed or contingent, liquidated or unliquidated), any and all amounts owing by the Bank to such Borrower
(whether payable in U.S. dollars or any other currency, whether matured or unmatured, and in the case of deposits, whether general or special (except trust
and escrow accounts), time or demand and however evidenced), and (b) pending any such action, to the extent necessary, to hold such amounts as collateral to
secure such Obligations and to return as unpaid for insufficient funds any and all checks and other items drawn against any deposits so held as the Bank, in its
sole discretion, may elect.  Each Borrower hereby grants to the Bank a security interest in all deposits and accounts maintained with the Bank to secure the
payment of all Obligations of such Borrower. As used in this Agreement, “Obligations” means all obligations, now or hereafter existing, of each Borrower to
the Bank under this Agreement and under any other agreement or instrument executed in connection with this Agreement.

11.12        Notices.  Unless otherwise provided in this Agreement, all notices required under this Agreement shall be personally delivered or sent by first class
mail, postage prepaid, or by overnight courier, to the addresses on the signature page of this Agreement, or sent by facsimile to the fax numbers listed on the
signature page, or to such other addresses as the Bank and the Borrowers may specify from time to time in writing.  Notices and other communications shall
be effective (i) if mailed, upon the earlier of receipt or five (5) days after deposit in the U.S. mail, first class, postage prepaid, (ii) if telecopied, when
transmitted, or (iii) if hand-delivered, by courier or otherwise (including telegram, lettergram or mailgram), when delivered.
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11.13        Headings.  Article, section and paragraph headings are for reference only and shall not affect the interpretation or meaning of any provisions of this
Agreement.

11.14        Joint and Several Liability.

(a)           Each Borrower agrees that it is jointly and severally liable to the Bank for the payment of all obligations arising under this Agreement, and that such
liability is independent of the obligations of the other Borrower(s).  Each obligation, promise, covenant, representation and warranty in this Agreement shall
be deemed to have been made by, and be binding upon, each Borrower, unless this Agreement expressly provides otherwise.  The Bank may bring an action
against any Borrower, whether an action is brought against the other Borrower(s).

(b)           Each Borrower agrees that any release which may be given by the Bank to the other Borrower(s) or any guarantor will not release such Borrower
from its obligations under this Agreement.

(c)           Each Borrower waives any right to assert against the Bank any defense, setoff, counterclaim, or claims which such Borrower may have against the
other Borrower(s) or any other party liable to the Bank for the obligations of the Borrowers under this Agreement.

(d)           Each Borrower waives any defense by reason of any other Borrower’s or any other person’s defense, disability, or release from liability.  The Bank
can exercise its rights against each Borrower even if any other Borrower or any other person no longer is liable because of a statute of limitations or for other
reasons.

(e)           Each Borrower agrees that it is solely responsible for keeping itself informed as to the financial condition of the other Borrower(s) and of all
circumstances which bear upon the risk of nonpayment.  Each Borrower waives any right it may have to require the Bank to disclose to such Borrower any
information which the Bank may now or hereafter acquire concerning the financial condition of the other Borrower(s).

(f)            Each Borrower waives all rights to notices of default or nonperformance by any other Borrower under this Agreement.  Each Borrower further
waives all rights to notices of the existence or the creation of new indebtedness by any other Borrower and all rights to any other notices to any party liable on
any of the credit extended under this Agreement.

(g)           Each Borrower represents and warrants to the Bank that such Borrower will derive benefit, directly and indirectly, from the collective administration
and availability of credit under this Agreement.  The Bank will not be required to inquire as to the disposition by any Borrower of funds disbursed in
accordance with the terms of this Agreement.
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(h)           Until all obligations of the Borrowers to the Bank under this Agreement have been paid in full and any commitments of the Bank or the Facilities
provided by the Bank under this Agreement have been terminated, each Borrower waives any right of subrogation, reimbursement, indemnification and
contribution (contractual, statutory or otherwise), which such Borrower may now or hereafter have against any other Borrower with respect to the
indebtedness incurred under this Agreement.

(i)             Each Borrower waives any right to require the Bank to proceed against any other Borrower or any other person; proceed against or exhaust any
security; or pursue any other remedy.  Further, each Borrower consents to the taking of, or failure to take, any action which might in any manner or to any
extent vary the risks of the Borrowers under this Agreement or which, but for this provision, might operate as a discharge of the Borrowers.

11.15        Counterparts.  This Agreement may be executed in any number of counterparts, each of which, when so executed, shall be deemed to be an
original, and all of which when taken together shall constitute one and the same Agreement.  Delivery of an executed counterpart of this Agreement (or of any
agreement or document required by this Agreement and any amendment to this Agreement) by telecopy or other electronic imaging means shall be as
effective as delivery of a manually executed counterpart of this Agreement; provided, however, that the telecopy or other electronic image shall be promptly
followed by an original if required by the Bank.

Remainder of page intentionally left blank. Signature page follows.
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This Agreement is executed as of the date stated at the top of the first page, the parties intending to create an instrument under seal.

Bank:  Borrowers:
 
Bank of America, N.A.
 
 
By:  /s/ Jundie Cadiena                 
Name: Jundie Cadiena
Title:  Senior Vice President
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Address where notices to
the Bank are to be sent:
 
Bank of America, N.A.
1111 E. Main Street, Suite 1800
Richmond, VA  23219
Facsimile: (804) 484-1835
Attn: Senior Vice President

 

  
Hooker Furniture Corporation
 
 
By:  /s/ Paul Huckfeldt                    (Seal)
Name: Paul Huckfeldt
Title:  CFO
 
Bradington-Young, LLC
 
 
By:  /s/ Paul Huckfeldt                    (Seal)
Name: Paul Huckfeldt
Title:  CFO
 
Sam Moore Furniture LLC
 
 
By:  /s/ Paul Huckfeldt                    (Seal)
Name: Paul Huckfeldt
Title:  CFO
 
 
Address where notices to
Borrowers are to be sent:
 
c/o Hooker Furniture Corporation
440 East Commonwealth Blvd.
Martinsville, Virginia 24112
Facsimile: 276-632-0026
Attn:  Paul A. Huckfeldt
 
 

USA Patriot Act Notice.  Federal law requires all financial institutions to obtain, verify and record information that identifies each person who opens an
account or obtains a loan.  The Bank will ask for a Borrower’s legal name, address, tax ID number or social security number and other identifying
information.  The Bank may also ask for additional information or documentation or take other actions reasonably necessary to verify the identity of a
Borrower or related persons.
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Schedule of Definitions

“Acquisition” means the acquisition by any Borrower of certain assets pursuant to the Purchase Agreement.

“Acquisition Advance” means advance(s) under Facility No. 2 and/or Facility No. 3 as applied by the Borrowers to pay any portion of the purchase price of
the Acquisition.

“Adjustment Date” has the meaning given such term in Section 1.4 (b).

“Agreement” means this Amended and Restated Loan Agreement dated as of February 1, 2016, between the Bank and the Borrowers, as amended or
supplemented from time to time.

“Attributable Indebtedness” means, on any date, (a) in respect of any capital lease of any person, the capitalized amount thereof that would appear on a
balance sheet of such person prepared as of such date in accordance with GAAP, and (b) in respect of any Synthetic Lease Obligation, the capitalized  amount
of the remaining lease payments under the relevant lease that would appear on a balance sheet of such person prepared as of such date in accordance with
GAAP if such lease were accounted for as a capital lease.

“Authorized Individual” has the meaning given such term in Section 5.5.

“Bank of America Companies” has the meaning given such term in Section 11.4.

“Basic Fixed Charge Coverage Ratio” means the ratio of (a) the sum of EBITDA plus lease expense and rent expense, minus income tax, minus dividends,
withdrawals, and other distributions, to (b) the sum of interest expense, lease expense, rent expense, the current portion of long term debt and the current
portion of capitalized lease obligations.

“Claim” has the meaning given such term in Section 11.6.

“Code” means the Internal Revenue Code of 1986, as amended.

“Default” has the meaning given such term in Section 10.

“Designated Account” has the meaning given such term in Section 5.5.

“Disposition” or “Dispose” means the sale, transfer, license, lease or other disposition (including any sale and leaseback transaction) of any property by any
person, including any sale, assignment, transfer or other disposal, with or without recourse, of any notes or accounts receivable or any rights and claims
associated therewith.

“Duly Assigned Policies” has the meaning given such term in Section 9.17.
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“EBITDA” means net income, less income or plus loss from discontinued operations and extraordinary items, plus income taxes, plus interest expense, plus
depreciation, depletion, and amortization.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.

“ERISA Affiliate” means any trade or business (whether or not incorporated) under common control with a Borrower within the meaning of Section 414(b) or
(c) of the Code.

“Event of Default” has the meaning given such term in Section 10.

“Extension Notice” has the meaning given such term in Section 1.2.

“Facility No. 1 Commitment” has the meaning given such term in Section 1.1 (a).

“Facility No. 1 Expiration Date” has the meaning given such term in Section 1.2.

“Facility No. 2 Commitment” has the meaning given such term in Section 2.1.

“Facility No. 3 Commitment” has the meaning given such term in Section 3.1.

“Funded Debt” means all outstanding liabilities for borrowed money and other interest-bearing liabilities, including current and long term debt, less the non-
current portion of Subordinated Liabilities.

“GAAP” has the meaning given such term in Section 11.1.

“Governing Law State” means the Commonwealth of Virginia.

“Indebtedness” means, as to any person at a particular time, all of the following, whether or not included as indebtedness or liabilities in accordance with
GAAP:

(i)             all obligations of such person for borrowed money and all obligations of such person evidenced by bonds, debentures, notes or
other similar instruments;

(ii)            all direct or contingent obligations of such person arising under letters of credit (including standby and commercial), bankers'
acceptances, bank guaranties, surety bonds and similar instruments;

(iii)           the obligation, if any, of such person to pay the Swap Termination Value;

(iv)           all obligations of such person to pay the deferred purchase price of property or services (other than trade accounts payable in the
ordinary course of business);
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(v)            indebtedness (excluding prepaid interest thereon) secured by a Lien on property owned or being purchased by such person
(including indebtedness arising under conditional sales or other title retention agreements), whether or not such indebtedness shall have
been assumed by such person or is limited in recourse, provided that the amount of such indebtedness for purposes of this Agreement shall
not exceed the greater of the book value and the fair market value of the property subject to such Lien;

(vi)           capital leases and Synthetic Lease Obligations;

(vii)          all purchase money indebtedness;

(viii)         the principal portion of all obligations under conditional sale or other title retention agreements relating to property purchased by
a Borrower or any subsidiary (other than customary reservations or retentions of title under agreements with suppliers entered into in the
ordinary course of business);

(ix)           all preferred stock or other equity interests providing for mandatory redemptions, sinking fund or like payments (“Redeemable
Stock”); provided that Redeemable Stock shall not include any preferred stock or other equity interest subject to mandatory redemption if
such mandatory redemption may be satisfied by delivering common stock or some other equity interest not subject to mandatory
redemption; and

(x)            all guarantees of such person in respect of any of the foregoing;

For all purposes hereof, Indebtedness of any person shall include the Indebtedness of any partnership or joint venture (other than a joint venture that is itself a
corporation or limited liability company) in which such person is a general partner or a joint venturer, unless such Indebtedness is expressly made non-
recourse to such person. The amount of any capital lease or Synthetic Lease Obligation as of any date shall be deemed to be the amount of Attributable
Indebtedness in respect thereof as of such date.

“Investment” has the meaning given such term in Section 9.6.

“LIBOR Rate (Adjusted Periodically)” has the meaning given such term in Section 1.4 (c).

“Lien” has the meaning given such term in Section 9.10.

“Life Insurance Policies” has the meaning given such term in Section 4.

“Loan Document” means this Agreement and any assignment, security agreement or other agreement executed by a Borrower in connection with this
Agreement, as amended or supplemented from time to time.
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“London Banking Day” has the meaning given such term in Section 1.4 (c).

“Material Adverse Effect” means (a) a material adverse change in, or a material adverse effect upon, the operations, business, properties, liabilities (actual and
contingent), condition (financial or otherwise) or prospects of the Borrowers and their subsidiaries taken as a whole; (b) a material impairment of the ability
of any Borrower to perform its obligations under this Agreement; or (c) a material adverse effect upon the legality, validity, binding effect or enforceability
against any Borrower of this Agreement.

“Obligations” has the meaning given such term in Section 11.11.

“Party” has the meaning given such term in Section 11.6.

“Person” has the meaning given such term in Section 8.14 (a).

“Plan” means a plan within the meaning of Section 3(2) of ERISA maintained or contributed to by any Borrower or any ERISA Affiliate, including any
multiemployer plan within the meaning of Section 4001(a)(3) of ERISA.

“Purchase Agreement” means the Asset Purchase Agreement dated as of January 5, 2016, between Hooker Furniture Corporation and the Seller.

“Purchase Agreement Representations” has the meaning given such term in Section 7(a).

“Restricted Payment” has the meaning given such term in Section 9.13.

“Sanctions” has the meaning given such term in Section 8.14 (a).

“Seller” means Home Meridian International, Inc.

“Specified Representations” has the meaning given such term in Section 7(b).

“Subordinated Liabilities” means liabilities subordinated to the Obligations in a manner acceptable to the Bank in its sole discretion.
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“Swap Contract” means (a) any and all rate swap transactions, basis swaps, credit derivative transactions, forward rate transactions, commodity swaps,
commodity options, forward commodity contracts, equity or equity index swaps or options, bond or bond price or bond index swaps or options or forward
bond or forward bond price or forward bond index transactions, interest rate options, forward foreign exchange transactions, cap transactions, floor
transactions, collar transactions, currency swap transactions, cross-currency rate swap transactions, currency options, spot contracts, or any other similar
transactions or any combination of any of the foregoing (including any options to enter into any of the foregoing), whether or not any such transaction is
governed by or subject to any master agreement, and (b) any and all transactions of any kind, and the related confirmations, which are subject to the terms
and  conditions of, or governed by, any form of master agreement published by the International Swaps and Derivatives Association, Inc., any International
Foreign Exchange Master Agreement, or any other master agreement with respect to transactions described in clause (a) above (any such master agreement,
together with any related schedules, a “Master Agreement”), including any such obligations or liabilities under any Master Agreement.

“Swap Termination Value” means, in respect of any one or more Swap Contracts, after taking into account the effect of any legally enforceable netting
agreement relating to such Swap Contracts, (a) for any date on or after the date such Swap Contracts have been closed out and termination value(s)
determined in accordance therewith, such termination value(s), and (b) for any date prior to the date referenced in clause (a), the amount(s) determined as the
mark-to-market value(s) for such Swap Contracts, as determined based upon one or more mid-market or other readily available quotations provided in good
faith and in a commercially reasonable manner by any recognized dealer in such Swap Contracts (which may include the Bank or any affiliate of the Bank).

“Synthetic Lease Obligation” means the monetary obligation of a person under (a) a so-called synthetic, off-balance sheet or tax retention lease, or (b) an
agreement for the use or possession of property creating obligations that do not appear on the balance sheet of such person but which, upon the insolvency or
bankruptcy of such person, would be characterized as the indebtedness of such person (without regard to accounting treatment).

“Tangible Net Worth” means, as of any date, the value of the Borrowers’ total assets (including leaseholds and leasehold improvements and reserves against
assets but excluding goodwill, patents, trademarks, trade names, organization expense, unamortized debt discount and expense, capitalized or deferred
research and development costs, and other like intangibles, and monies due from affiliates, officers, directors, employees, shareholders, members or managers
of the Borrowers) less total liabilities, including but not limited to accrued and deferred income taxes, but excluding the non-current portion of Subordinated
Liabilities, in each case as of such date.
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EXHIBIT 10.2

 
Bank of America, N.A.
1111 E. Main Street, Suite 1800
Richmond, VA  23219

 

SECURITY AGREEMENT
(ASSIGNMENT OF LIFE INSURANCE POLICY AS COLLATERAL)

February 1, 2016

1.  THE SECURITY AND ASSIGNMENT.  Hooker Furniture Corporation (“Borrower”) hereby grants to BANK OF AMERICA, N.A. (“Bank”) a security
interest in and transfers and assigns to Bank the following property (“Collateral”):

(a)  each Life Insurance Policy described on the attached Schedule of Policies, and any supplementary contracts issued in
connection therewith (a “Policy”);

(b)  all claims, options, privileges, rights, title and interest in and under each Policy.

This assignment and security interest is subject to all the terms and conditions of each Policy and to all superior liens, if any, which the issuer of each Policy
(each, an “Insurer”) may have against such Policy.  Borrower shall deliver each original Policy to Bank promptly upon Bank's request, and shall cause Insurer
to provide to Bank such acknowledgments of the assignment of the Collateral as Bank may request from time to time.

2.  THE INDEBTEDNESS.  The Collateral secures and will secure all Indebtedness of Borrower to Bank.  For purposes of this Security Agreement,
“Indebtedness” means all loans and advances made by Bank under “Facility No. 3” as defined in the Amended and Restated Loan Agreement, dated as of the
date of this Security Agreement, among Bank, Borrower, Bradington-Young, LLC and Sam Moore Furniture LLC (as amended or supplemented from time to
time, the “Loan Agreement”).

3.  RIGHTS OF BANK.  The rights assigned to Bank under this Security Agreement include, but are not limited to, the following:

(a)  The sole right to collect from the Insurer the net proceeds of each Policy in a lump sum distribution when it becomes a claim
by death or maturity;

(b)  The sole right to surrender each Policy and receive the cash surrender value thereof at any time provided by the terms of such
Policy and at such other times as the Insurer of such Policy may allow;

 
 

 



 

(c)  The sole right to obtain one or more loans or advances on each Policy, either from the Insurer of such Policy or, at any time,
from other persons, and to pledge or assign each Policy as security for such loans or advances;

(d)  The sole right to collect and receive all distributions or shares of surplus, dividend deposits or additions to each Policy now or
hereafter made or apportioned to each Policy, and to exercise any and all options contained in each Policy with respect to the foregoing; provided,
however, that unless and until Bank notifies the Insurer of such Policy in writing to the contrary, the distributions or shares of surplus, dividend
deposits and additions shall continue to be distributed in accordance with the instructions in effect on the date of this Security Agreement;

(e)  The sole right to exercise all nonforfeiture rights permitted by the terms of each Policy or allowed by the Insurer of such Policy
and to receive all benefits and advantages derived therefrom; and

(f)  The sole right to all unearned premiums paid in advance under each Policy.

It is provided, however, that Bank shall not exercise the rights provided above unless and until there has been an Event of Default under the Loan Agreement.

4.  RIGHTS NOT ASSIGNED.  This Security Agreement does not give Bank the right to do any of the following:

(a)  The right to collect from the Insurer of each Policy any disability benefit payable in cash that does not reduce the amount of
insurance or the cash surrender value of such Policy;

(b)  The right to designate and change the beneficiary; or

(c)  The right to elect optional modes of settlement.

The exclusion of these rights from this Security Agreement shall not impair the right of Bank to surrender any Policy completely with all its incidents or
impair any other right of Bank hereunder.

5.  COSTS AND EXPENSES INCURRED BY BANK.  Borrower agrees to pay or reimburse Bank immediately, without demand, for all advances, charges,
costs, and expenses incurred or paid by Bank in exercising any right, power or remedy conferred by this Security Agreement, or in the enforcement of this
Security Agreement.  This includes: paying any premium on a Policy, paying any amount on any loans or advances made by any Insurer on a Policy, and
paying reasonable attorneys' fees and allocated costs of in-house counsel to the extent permitted by applicable law.  All such amounts shall be added to and
considered to be part of the principal of the Indebtedness, and shall bear interest from the date the obligation arises at the highest rate provided in any
instrument or agreement evidencing the Indebtedness.
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6.  PAYMENT FROM ANY POLICY.  All sums received by Bank from any Policy, either in event of death of the person whose life is insured, the maturity
or surrender of such Policy, the obtaining of a loan or advance on such Policy, or otherwise, shall be applied by Bank to the payment of the following
obligations in such order or preference as Bank shall determine:

(a)  The Indebtedness (or, at the option of Bank, such sums may be held by Bank as cash collateral securing the Indebtedness);

(b)  Amounts claimed (whether or not Borrower disputes such claim) by the Insurer of such Policy to be due on Premiums on such
Policy;

(c)  Amounts claimed (whether or not Borrower disputes such claim) by the Insurer of such Policy to be due on principal of and/or
interest on loans or advances made by the Insurer on such Policy.

The balance of any amounts received by Bank from the Insurer of such Policy after payment of the obligations described above shall be paid by Bank to the
persons determined by Bank in good faith to be entitled thereto under the terms of such Policy had this Security Agreement not been executed.

7.  CHANGE IN BENEFICIARY OR SETTLEMENT OPTION.  Upon Borrower's request and without unreasonable delay, Bank shall forward any Policy to
the Insurer of such Policy for endorsement of any designation or change of beneficiary or any election of an optional mode of settlement.  Any such
designation or change of beneficiary or election of a mode of settlement shall be made subject to this Security Agreement and to the rights of Bank hereunder.

8.  AUTHORIZATION TO INSURER.  Each Insurer is hereby authorized to recognize Bank's claims to rights hereunder without investigating the reason for
any action taken by Bank, or the validity or the amount of the Indebtedness or the existence of any default thereunder, or the giving of any notice, or the
application to be made by Bank of any amounts to be paid to Bank.  The sole signature of Bank shall be sufficient for the exercise of any rights under any
Policy and the sole receipt of Bank for any sums received from the Insurer of such Policy shall be a full discharge and release therefor to such
Insurer.  Checks for all or any part of the sums payable under any Policy shall be drawn to the exclusive order of Bank if, when, and in such amounts as may
be, requested by Bank.

9.  PAYMENT OF PREMIUMS.  Borrower agrees to pay any and all premiums, or the principal of or interest on any loans or advances on each Policy
whether or not obtained by Bank, or any other charges on each Policy.  If required by Bank, Borrower shall provide Bank with proof that premiums on each
Policy have been paid within twenty (20) days from the due date of such premiums.  Bank may, but is not obligated to, pay any premiums, or the principal of
or interest on any loans or advances on any Policy whether or not obtained by Bank, or any other charges on any Policy, due on such Policy in the event
Borrower fails to do so.
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10.  DEFAULT.   Upon the occurrence of an Event of Default under the Loan Agreement, at the option of Bank, and without the necessity of demand or
notice, all or any part of the Indebtedness shall become immediately due and payable.
 
11.  WAIVERS AND AUTHORIZATIONS.   Borrower hereby waives any right to require Bank to proceed against any other person obligated on the
Indebtedness, proceed against or exhaust any other collateral securing the Indebtedness, or pursue any remedy in Bank's power.  Borrower waives any defense
arising by reason of any disability or other defense of any other person obligated on the Indebtedness, or by reason of the cessation from any cause
whatsoever of the liability of any other person obligated on the Indebtedness.  Borrower authorizes Bank, without notice or demand and without affecting its
obligation hereunder, from time to time to apply the proceeds of any amounts received from any other party or on account of any other security, and direct the
order or manner of realization thereon, as Bank in its discretion may determine.

12.  EXERCISE OF RIGHTS BY BANK.  All authority, powers, rights and remedies granted to Bank under this Security Agreement are in addition to any
other rights or remedies authorized by law and may be exercised by Bank at its sole option.  Bank shall not be obligated or liable for any failure to exercise, or
for delay in the exercise of, such authority, powers and rights.  Any forbearance, delay, or failure by Bank in enforcing any right, power, or remedy hereunder
shall not be deemed to be a waiver of such right, power, or remedy, and any single or partial exercise of any right, power or remedy hereunder shall not
preclude the further exercise thereof; and every right, power, and remedy of Bank hereunder shall continue in full force and effect until such right, power, or
remedy is specifically waived by an instrument in writing executed by Bank.  Bank shall not be required to institute any suit or legal action against any
Insurer, and Bank is hereby authorized and empowered to settle and compromise any claims which may arise against any Insurer.  Upon the surrender of any
Policy, Bank may accept the cash value as may be determined by the Insurer of such Policy at the time of such surrender.

13.  POWER OF ATTORNEY.  To the extent permitted by applicable law, Borrower hereby grants Bank a power of attorney, which shall be irrevocable and
coupled with an interest so long as this Security Agreement is in effect, to execute papers and documents and do all things necessary to carry out the intent of
this Security Agreement consistent with the other provisions hereof, either in the name of Bank or in the name of Borrower, as Bank may determine in its
discretion.

14.  CONFLICTS WITH OTHER AGREEMENTS.  In the event of any conflict between the provisions of this Security Agreement and the provisions of any
other agreement with respect to any Policy or Bank's security interest therein, the provisions of this Security Agreement shall prevail.  Without limiting the
generality of the foregoing sentence, to the extent that any provision of any “Collateral Assignment,” defined below, is inconsistent with any provision of this
Security Agreement, the provision contained in this Security Agreement will control.  To the extent possible, however, the provisions of this Security
Agreement and each Collateral Assignment are intended to be interpreted to complement and supplement each other, and the absence of any provision or
portion of a provision in one document shall not be deemed to be an inconsistency with the other document which contains such provisions or
portion.  “Collateral Assignment” means each assignment agreement signed by the Borrower in favor of the Bank with respect to any Policy, in a form
approved by the Insurer that issued that Policy.  The Borrower agrees that the filing of a Collateral Assignment with any Insurer is sufficient to provide the
Insurer with notice of the assignment and security interest granted under this Security Agreement.
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15.  GOVERNING LAW.  Except to the extent that any law of the United States may apply, this Agreement shall be governed and interpreted according to
the laws of the Commonwealth of Virginia, without regard to any choice of law, rules or principles to the contrary.  Nothing in this paragraph shall be
construed to limit or otherwise affect any rights or remedies of Bank under federal law.

Remainder of page intentionally left blank. Signature page follows.
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The Borrower executed this Security Agreement as of the date first shown above, intending to create an instrument executed under seal.

Hooker Furniture Corporation

By:  /s/ Paul Huckfeldt                 (Seal)
Name: Paul Huckfeldt
Title:  CFO

Hooker Furniture Corporation
440 East Commonwealth Blvd.
Martinsville, Virginia 24112
Facsimile: 276-632-0026
Attn:  Paul A. Huckfeldt

STATE OF VIRGINIA                                                  )
 )  to-wit:
CITY/COUNTY OF MARTINSVILLE                        )

The undersigned, a Notary Public in and for the State and City/County aforesaid, certifies that Paul Huckfeldt, CFO of Hooker Furniture Corporation whose
name is signed to the writing above, has this day acknowledged the same before me in my City/County aforesaid.

Given under my hand this 29th day of January, 2016.

/s/ Robert W. Sherwood                                                               
Notary Public
(Reproducible Seal)

Notary Registration Number:                                                                                                

My commission expires:                                                                                                        
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EXHIBIT 99.1

 
FOR IMMEDIATE RELEASE

February 2, 2016

For more information, contact: Paul B. Toms Jr., Chairman and Chief Executive Officer, or Paul Huckfeldt, Chief Financial Officer; Phone: -276-
632-2133

Hooker Furniture Completes Acquisition of Home Meridian International

Martinsville, Va.—February 2, 2016: Hooker Furniture Corporation (NASDAQ:HOFT), together with its wholly owned subsidiaries Bradington-Young and
Sam Moore, has completed the acquisition of the business of Home Meridian International (HMI).

The acquisition, which is the largest in Hooker’s 91-year history, more than doubles its sales volume and positions the Company to become one of the top five
sources for the U.S. furniture market. The combined companies had revenues over the trailing twelve months, ending October 31, 2015, in excess of $550
million.

During the same time period, operating income for the combined companies, which includes approximately $3.5 million of deal-related costs, was $35.6
million.

The companies entered into a definitive agreement earlier this year for Hooker to acquire substantially all of the assets and certain liabilities of HMI for
approximately $100 million, comprised of $85 million in cash and $15 million of newly-issued HOFT stock. The transaction also included a customary net
working capital adjustment leading to a $5.3 million upward adjustment. This adjustment was driven by an increase in HMI’s accounts receivable primarily
due to strong sales towards the end of 2015. This adjustment was paid in newly issued Hooker Furniture Corporation stock and therefore Hooker issued a
total of 716,910 shares in the transaction.

HMI will operate as a division of Hooker Furniture Corporation and will be led by HMI’s former President and Chief Executive Officer George Revington
and his management team, with no visible changes to customers of either company. “We are greatly pleased to have the individual companies that comprise
Home Meridian become part of our Hooker Furniture stable of companies,” said Paul B. Toms Jr., chairman and chief executive officer. “Pulaski Furniture
(PFC) Samuel Lawrence Furniture (SLF), Prime Resources (PRI), Sourcing Solutions Group (SSG), Right 2 Home (RTH) and Samuel Lawrence Hospitality
(SLH) are all vibrant businesses addressing more moderate points and channels of distribution not currently served by Hooker Furniture, Sam Moore,
Bradington-Young, Homeware and/or H Contract,” he said.
 
HMI’s headquarters will continue to be located in High Point N.C., and Hooker Furniture’s headquarters will remain in Martinsville, Va.

The combined global footprint of the companies include upholstery manufacturing facilities and corporate offices in North Carolina and Virginia, showrooms
in High Point and Ho Chi Minh City, Vietnam and eight distribution centers in North Carolina, Virginia, California and Vietnam.  Combined, the companies
will have approximately 900 employees.

While there will be no merger of operations or change in customer-facing services, “We do see opportunity to improve each business by sharing best practices
and looking for ways to work together to lower costs, improve efficiency and grow sales,” Toms said.

Corporate profile to follow on page 2
 
 

 



 

Ranked among the nation's top 10 largest publicly traded furniture sources based on 2014 shipments to U.S. retailers, Hooker Furniture Corporation is a
residential wood, metal and upholstered furniture resource in its 91st year of business.  Major casegoods product categories include home entertainment, home
office, accent, dining, and bedroom furniture primarily in the upper-medium price points sold under the Hooker Furniture brand.  Hooker’s residential
upholstered seating product lines include: Bradington-Young, a specialist in upscale motion and stationary leather furniture; Sam Moore Furniture, a specialist
in fabric upholstery with an emphasis on cover-to-frame customization; and Hooker Upholstery, which focuses on imported leather upholstered furniture
targeted at the upper-medium price-range. The Homeware product line offers customer-assembled, modular upholstered and casegoods products designed for
younger and more mobile furniture customers. The H Contract product line supplies upholstered seating and casegoods to upscale senior living facilities.
Please visit our websites at hookerfurniture.com, bradington-young.com, sammoore.com, homeware.com, and hcontractfurniture.com.

Certain statements made in this release, other than those based on historical facts, may be forward-looking statements. Forward-looking statements reflect our
reasonable judgment with respect to future events and typically can be identified by the use of forward-looking terminology such as “believes,” “expects,”
“projects,” “intends,” “plans,” “may,” “will,” “should,” “would,” “could”  or “anticipates,” or the negative thereof, or other variations thereon, or comparable
terminology, or by discussions of strategy.  Forward-looking statements are subject to risks and uncertainties that could cause actual results to differ materially
from those in the forward-looking statements.  Those risks and uncertainties include but are not limited to: (1) general economic or business conditions, both
domestically and internationally, and instability in the financial and credit markets, including their potential impact on our (i) sales and operating costs and
access to financing or (ii) customers and suppliers and their ability to obtain financing or generate the cash necessary to conduct their respective businesses;
(2) our ability to successfully implement our business plan to increase sales and improve financial performance; (3) the cost and difficulty of marketing and
selling our products in foreign markets; (4) disruptions involving our vendors or the transportation and handling industries, particularly those affecting
imported products from China, including customs issues, labor stoppages, strikes or slowdowns and the availability of shipping containers and cargo ships;
(5) disruptions affecting our Henry County, Virginia warehouses and corporate headquarters facilities; (6) when or whether our new business initiatives,
including, among others, H Contract and Homeware, become profitable;  (7) price competition in the furniture industry;  (8) changes in domestic and
international monetary policies and fluctuations in foreign currency exchange rates affecting the price of our imported products and raw materials; (9) the
cyclical nature of the furniture industry, which is particularly sensitive to changes in consumer confidence, the amount of consumers’ income available for
discretionary purchases, and the availability and terms of consumer credit; (10) risks associated with the cost of imported goods, including fluctuation in the
prices of purchased finished goods and transportation and warehousing costs;  (11) risks associated with domestic manufacturing operations, including
fluctuations in capacity utilization and the prices and availability of key raw materials, as well as changes in transportation, warehousing and domestic labor
costs and environmental compliance and remediation costs; (12) the interruption, inadequacy, security failure or integration failure of our information systems
or information technology infrastructure, related service providers or the internet; (13) the direct and indirect costs associated with the implementation of our
Enterprise Resource Planning system, including costs resulting from unanticipated disruptions to our business; (14) achieving and managing growth and
change, and the risks associated with new business lines, acquisitions, restructurings, strategic alliances and international operations; (15) adverse political
acts or developments in, or affecting, the international markets from which we import products, including duties or tariffs imposed on those products;  (16)
risks associated with distribution through third-party retailers, such as non-binding dealership arrangements; (17) capital requirements and costs; (18)
competition from non-traditional outlets, such as catalog and internet retailers and home improvement centers; (19) changes in consumer preferences,
including increased demand for lower-quality, lower-priced furniture due to, among other things, declines  in consumer confidence, amounts of discretionary
income available for furniture purchases and the availability of consumer credit; (20) higher than expected costs associated with product quality and safety,
including regulatory compliance costs related to the sale of consumer products and costs related to defective or non-compliant products; (21) higher than
expected employee medical  costs;  and (22) other risks and uncertainties described under Part I, Item 1A. "Risk Factors" in the Company’s Annual Report on
Form 10-K for the fiscal year ended February 1, 2015. Any forward-looking statement that we make speaks only as of the date of that statement, and we
undertake no obligation, except as required by law, to update any forward-looking statements whether as a result of new information, future events or
otherwise.


