THE COMPETITION TiIBUNAL
File No.. CT- 2003-009
Registry Document N« .: p0 0|

O rp -

—a

COMPETITION TRIBUNAL
TRIBUNAL DE 1A CONCURRENCE ¢

NV 26 25 <Y

REGISTRAR .. REGISTRAIRE

ottawa, ont._ Jo0Di &

Qx

BETWEEN: A _LAN MORGAN AND SONS LTD.

AND: L \-Z-BOY CANADA LIMITED

APPLICANT

RESPONDENT

AFFIDAVIT OF PERRY MORGAN

TO: The Reg strar
The Con petition Tribunal

The Thor yas D’Arcy McGee Building

600 - 90 jparks Street
Ottawa, ('\N K1P 5B4

Telephor 2 number: (613) 957-7851
Facsimile number: (613) 952-1123

AND TO: Mr. Gast »n Jorré

Mclnnes Cooper

Barristers and Solicitors
5" Floor, Baine Johnston Centre
10 Fort William Place

P.O. Box 5939

St. John’s, NF A1C 5X4
DEBORAH L. J. HUTCHINGS
Telephone number: (709) 722-8735
Facsimile number: (709) 722-1763
Solicitors for the Applicant

Commis: iioner of Competition, Acting

Industry Canada
50 Victori 1 Street

Gatineau Quebec K1A 0C9
Telephon 2 number: (819) 997-3301
Facsimile number: (819) 953-5013

AND TO: LA-Z-Bo' Canada Limited
55 Columr ia Street East
Waterloo Ontario N2J 4N7
Telephon :: (519) 886-3440
Facsimile (519) 746-3936




COMPETITION TRIBUNAL
File No.:
Registry Document N ».:

BETWEEN: / LLAN MORGAN AND SONS LTD.

AND:

APPLICANT

1 A-Z-BOY CANADA LIMITED
RESPONDENT

AFFIDAVIT

I, Perry Morgan, of Bay Roberts, Newfoundland and Labrador, make oath and say as follows:

A.

INTRODUCTION

I am the Vice-P esident of Allan Morgan and Sons Ltd., trading as Morgan’s Furniture, the
Applicant hereil: (“Morgan’s Furniture”), and, as such, | have knowledge of the matters

contained herei except where otherwise stated.

| give this Affid it in support of an application made by Morgan’s Furniture for leave to
make an applic: tion against La-Z-Boy Canada Limited (“La-Z-Boy”) pursuantto s. 75 of the
Competition Ac , R.S.C. 1985, c. 34 (the “Act”).

Morgan’s Furnil ire is a body corporate duly incorporated under the laws of the Province of
Newfoundland : nd Labrador, is in good standing and is owned and operated by the Morgan
family of Bay Rc serts, Newfoundland. Morgan’s Furniture was established in 1957 and has
operated since | 1at time as a family business by the Morgan family as a furniture retail store
serving primaril  the area from Conception Bay North to St. John's, as well as throughout
the Avalon Peni1sula (the “Area”). Attached hereto as Exhibit 1 to this my Affidavit is a map
outlining the Ari:a to which | have referred.



The Morgan fam ly has built a successful furniture retail business which is second to none
in the Area and which draws a significant clientele from the City of St. John’s, which is
situated approxi nately 100 kilometres from Morgan’s Furniture store, itself. Morgan's
Furniture deals | 1 moderate to high end furniture products. The products it offers to its
customers, the ervice it provides and its reputation, which has been built on a long
standing good w Il, have contributed to the success of Morgan’s Furniture.

In the 1970's, Mc rgan’s Furniture, then a well established furniture retail store, secured the
dealership for Lz -Z-Boy products. There was never a written contract between Morgan'’s

Furniture and L -Z-Boy other than the individual purchase orders.

Over the course of in excess of 25 years, Morgan’s Furniture developed a significant
market for La-Z- 3oy's products, including its recliners, in the Area. In fact, because La-Z-
Boy products ¢ mprised such a significant portion of Morgan’s Furniture’s sales, it
displayed the Lz -Z-Boy logo on its storefront and delivery vans for a number of years up
to and including he year 2002.

Morgan’s Furnitt re kept its account with La-Z-Boy throughout the relationship current and,
therefore, obtair ing credit was never an issue. As well, Morgan'’s Furniture was able to
meet all trade tel ns with La-Z-Boy. In turn, La-Z-Boy and Morgan’s Furniture have enjoyed
a long and mutu illy prosperous relationship. Accordingly, Morgan'’s Furniture’s loyalty to
the La-Z-Boy'’s [ roduct cannot be disputed.

Attached as Exl ibit 2 to this my Affidavit is a letter dated August 27, 2002 from Mark
Wiltshire, Vice-|'resident of Sales and Marketing with La-Z-Boy. The letter advised
Morgan’s Furnit ire that La-Z-Boy will terminate its relationship with Morgan’s Furniture
effective Decem cer 31, 2002. While the data respecting the sales of Morgan’s Furniture
of La-Z-Boy prot uct from 1998 to 2001 is correct, the decline in sales was certainly not a
result of Morgan s Furniture’s inadequate representation of La-Z-Boy’s products or failure
by it to promote he same as alleged by Mr. Wiltshire. Rather, the decline in sales was a
directresult of Lz -Z-Boy's restrictions which it had placed upon Morgan'’s Furniture to obtain
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La-Z-Boy produi t in respect of quantity, style and fabric to fulfill the needs in the
marketplace and these restrictions were implemented to the exclusivity of Island Furniture
Association (“Isle nd Furniture”), a newly established retail furniture business and primary

competitor of Mc -gan’s Furniture.

Furthermore, the data for 2002 sales figures is misleading as it is based solely on Morgan’s
Furniture's ordei s for the first eight months of 2002. Historically, Morgan’s Furniture, as
with most furnitu e retailers, completes only 40 - 50% of its yearly business from January
to August. For th 2 remaining four months in 2002, Morgan’s Furniture ordered a further 41
pieces of furnitur : from La-Z-Boy and a number of tag orders. For clarification, “tag orders”
were orders mac e by Morgan’s Furniture to fulfill individual customers’ orders. Although
La-Z-Boy refuse: to fulfill some of these orders because it was terminating its relationship
with Morgan’s Ft rniture, the addition of these orders would have totailed over 100 pieces
for the year 200z and would have been a comparable figure with the other years noted in
the letter of Augi st 27, 2002.

Until 1997, Morg: in’s Furniture placed its orders for the purchase of La-Z-Boy products with
La-Z-Boy's head office in Ontario. Morgan’s Furniture encountered no difficulties up until
1997 in ordering -a-Z-Boy products and, in particular, it had no restrictions placed upon it

in relation to the ype and style of La-Z-Boy products it could obtain.

In or about 199 ', La-Z-Boy appointed Danny Burbine as La-Z-Boy’s representative in
Atlantic Canada to replace a Mr. Vandermade. Prior to Mr. Burbine’'s appointment,
Morgan’s FurnitL re placed its purchases for La-Z-Boy products through La-Z-Boy’s head
office in Ontario. However, subsequent to Mr. Burbine’s appointment, Morgan’s Furniture
was instructed t¢ place its purchases for La-Z-Boy products through Mr. Burbine directly
instead of throu(h its head office. From that time until the year 2002, the majority of
Morgan’s Furniti re’s dealings with La-Z-Boy was through either Danny Burbine or his
assistant, Bonni: Crowley. It was from that time that Morgan’s Furniture started to
experience restri :tions being placed upon it in the product it could obtain from La-Z-Boy.
For instance, no only were there restrictions upon the style and fabric which Morgan’s

Furniture could ¢ rder, but as well, there were restrictions upon the style and fabric which
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Morgan’s Furnitt re could display on its floor. On the latter point, La-Z-Boy introduced a
policy which rest icted dealers to selling only those styles which it displayed on its store
floor. Mr. Burbin : restricted Morgan’s Furniture from even purchasing certain styles for its
“floor model” whit h, consequently, restricted Morgan’s Furniture from marketing and having
available to it tho ;e particular styles. These restrictions progressively increased which, in
turn, increasingl/ limited the product available to Morgan’s Furniture’s customers.
Consequently, th 2 product Morgan’s Furniture could offer to its customers and the market,
in general, in the Area was seriously affected. By way of illustration, attached as Exhibit 3
to this my Affid: vit is a comparative chart showing the La-Z-Boy product available to

Morgan’s Furnitt re for the years from 1998 to 2002, inclusive.

In the paragrapt s which follow, | shall set out the restrictions, the resulting inability of
Morgan’s Furnitu ‘e to obtain adequate supplies of La-Z-Boy products and the consequential
and substantial sffect which this behaviour has had upon the business of Morgan’s
Furniture.

DIFFICULTY IN DBTAINING PRODUCT INFORMATION

Information conc arning a supplier's product lines, styles, fabrics, prices and availability is
essential in facili ating the retailer to successfully promote, market and sell that supplier’s
product. Up unt 1997, this information was readily available to Morgan’s Furniture from
La-Z-Boy. How :ver, since 1997, this information became less available to Morgan's
Furniture and its ability to obtain this information from La-Z-Boy became most difficult and
often impossible

By its letter of Ap il 1, 1997, La-Z-Boy advised its dealers, including Morgan’s Furniture, the
details of its new product categories, which were supposed to be discussed with Morgan’s
Furniture in gree ter detail by Mr. Burbine. Attached as Exhibit 4 to this my Affidavit is a
copy of this letter. Notwithstanding requests by Morgan’s Furniture, Mr. Burbine never did
discuss this ma ter with Morgan’s Furniture or provide Morgan’s Furniture with further
information on tt e new product categories.
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By its letter of .uly 5, 1999, La-Z-Boy announced to its dealers that there would be
manufacturing ar d distribution changes. Attached as Exhibit 5 to this my Affidavitis a copy
of this letter. Of | .articular concern to Morgan’s Furniture was a sentence on page 2 of the
letter where it siated “We have set minimum quantities for a dealer to qualify in each
category on a yearly basis.” The categories noted were (a) Chair Dealer, (b)
Motion/Uphoilste y Dealer and (c) Canadian Home Dealer.

After receipt of "his letter, Morgan’s Furniture asked Mr. Burbine to provide it with the
minimum require nents for each category as referred to in the letter. Mr. Burbine would not
provide Morgan’s Furniture with those requirements, but he assured Morgan’s Furniture that
its purchases fo each category were more than adequate. Morgan’s Furniture did not
pursue these inc Jiries further at that time because it was re-assured that its account and
performance we ‘e acceptable. Morgan’'s Furniture felt that if it could build a positive
relationship witt Mr. Burbine and La-Z-Boy, without causing too much disturbance,
eventually it wou d recover the La-Z-Boy styles and fabrics which it lost. As will be seen
below, Mr. Burbir e later contradicted himself stating that Morgan’s Furniture’s performance,

all round, was le ;s than adequate.

Very often La-Z Boy would restrict Morgan’s Furniture’s access to list prices of styles
available to Mor(ian's Furniture for retail. Morgan’s Furniture needed these lists in order
to evaluate the | rice and appearance of the respective styles and determine which style
would best meet the demands of its market. Having this information in advance would aid
Morgan’s Furnit ire during its next showroom visit to La-Z-Boy. Without this price list,
Morgan’s Furnit ire would be restricted to information that would be given to it by Mr.
Burbine and Ms. Crowley at the showroom visit, which information may not be complete.
Up until the Jani ary 2001 visit, Mr. Burbine and Ms. Crowley advised Morgan’s Furniture
that there were 10 new styles and fabrics available to Morgan’s Furniture. They further
advised that they would provide advice on any additional styles and fabrics that may, in fact,
be available to Aorgan’s Furniture. But this did not always happen. In fact, often Mr.
Burbine and Ms Crowley misinformed Morgan’s Furniture on these issues. To reiterate,

this price list wo ild give Morgan’s Furniture this information in advance.
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RESTRICTIONS ON ACCESS TO PRODUCTS

Perhaps the mos damaging action of La-Z-Boy towards Morgan'’s Furniture was the blatant
restrictions it con inued to enforce upon Morgan’s Furniture since 1997 to availability of its
product lines, sty 3s, fabrics, prices and quantity. As stated above, Morgan’s Furniture was
a valued retailer f La-Z-Boy products for a number of years. In fact, it considers itself as
single handedly | aving built the reputation and market for La-Z-Boy products in the Area,
which reputation and market is currently being enjoyed by La-Z-Boy and Island Furniture,

Morgan’s FurnitL "e’s primary competitor.

| will discuss belc w some of these restrictions to illustrate the unfair and prejudicial action
taken by La-Z-Bc y in this respect.

One of the newe ' collections which had been available to Morgan’s Furniture was called
the “Signature D vision”. This product comprises stationary furniture such as sofas, love
seats, chairs and sofa beds. Morgan’s Furniture had sold the “Signature Division” products

since the introdu :tion of this line by La-Z-Boy.

On or about Sepi 2mber 30, 1997, Morgan'’s Furniture placed an order with La-Z-Boy which
comprised four |iieces. Two of the pieces, namely item no. 865 from the “Signature
Division”, consis! ng of a sofa and love seat, were pre-sold to one of Morgan’s Furniture’s
customers. La-: -Boy held the order for 45 days and explained that this was due to a
missing digit on - e model number on an unrelated item. However, this delay was made
without any notif ation by La-Z-Boy to Morgan’s Furniture that there would be a delay in
processing the o der or that there was a problem with a missing digit. When the delay was
finally noticed by Morgan’s Furniture, it was too late to reorder the pre-sold items as the
customer in que ition was, by this time, disappointed and disgruntled by the delay and,
consequently, ce 1celled the purchase. Attached as Exhibit 6 to this my Affidavit is a copy
of the order forr concerning this matter.
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In or about Novi mber 1997, Mr. Burbine informed Morgan’s Furniture by telephone that
since it had not net the minimum purchase quantity for 1997 in the collection referred to
as the “Signaturc Division,” this product was no longer available to Morgan’s Furniture. The
rationale given t y La-Z-Boy was that its policy, which was neither clear nor explained to
Morgan’s Furnit ire, determined a dealer’s account accessibility by the number of items

actually shipped in the given calendar year.

The two furniture items noted above in paragraph 21 which had been cancelled as a result
of La-Z-Boy’s de ay in processing, being items no. 865, were from the “Signature Division.”
When Morgan’s Furniture inquired as to the minimum quantity requirement for the
“Signature Divisi on,” Mr. Burbine refused to provide this information or even to discuss the
matter, except t¢ reiterate that the “Signature Division” was no longer available for display
or sale to Morga 1's Furniture. Morgan’s Furniture, as of that time, had been selling La-Z-
Boy product for 1bout 25 years.

Attached as Exh bit 7 and Exhibit 8, respectively, to this my Affidavit, are facsimiles dated
November 14, 997 and November 19, 1997, respectively, from Morgan’s Furniture,
addressing the ¢ ancellation of items no. 865.

Concerning ano ner style, namely style no. 506, | attach as Exhibit 9 to this my Affidavit a
facsimile dated ! ieptember 30, 1997 from Bonnie Crowley and a facsimile dated October

1, 1997 from Mc -gan’s Furniture, both of which relate to a mechanism for style no. 506.

Morgan’s Furniti re requested information on the new mechanism for this style, which had
been a very pop llar selling style for Morgan’s Furniture over the past years. Ms. Crowley
replied to Morgai 's Furniture’s inquiry by advising that style no. 506 had been discontinued.
The discontinua 1ce of style no. 506 had a significant negative effect upon the sales of
Morgan’s Furniti re, since, as stated above, this style had been a popular selling style for
Morgan’s Furnitt re. However, by La-Z-Boy's letter of June 4, 2002 to La-Z-Boy dealers,
attached as App :ndix 10 to this my Affidavit, it became evident to Morgan’s Furniture that

style no. 506 wa ; never discontinued, but was still available to La-Z-Boy dealers.
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Morgan’s Furnitt re, but for the letter of June 4, 2002, would not have known that style no.
506 was still ava lable because La-Z-Boy, through Mr. Burbine and Ms. Crowley, would not
provide Morgan’; Furniture with a complete list of available styles to Morgan’s Furniture,
as had been req lested by Morgan’s Furniture on several of occasions. Since La-Z-Boy's
letter of June 4, 2002, Morgan’s Furniture has learned that after La-Z-Boy removed style
no. 506 from tr ose styles available to Morgan’s Furniture, style no. 506 was made

available exclusi rely to its competitor, Island Furniture.

Attached as Exh bit 11 to this my Affidavit is a copy of Morgan’s Furniture’s five page order
no. 1044515, dited August 9, 1999. This order was in the approximate amount of
$49,000.00. Iti: noted that there are a significant number of pieces ordered under style
no. 554. This ol der was sent directly to La-Z-Boy. The first two pages of the document
attached as Exh it 12 to this my Affidavit is the acknowledgement and confirmation issued
directly from La- Z-Boy dated August 10, 1999, of all items respecting order no. 1044515,
including items « f style no. 554.

After receiving he acknowledgement and confirmation of this order from La-Z-Boy,
Morgan’s Furniti re was then able to confirm to its customers that the furniture which they
had ordered wot Id be available in time for Christmas. Then on August 18, 1999, Morgan's
Furniture receivi d a letter from Sonia Sgarbossa of La-Z-Boy, advising that all Morgan’s
Furniture’s ordel s must be placed through the sales and marketing consultant of La-Z-Boy
designated for N lorgan’s Furniture, being Mr. Burbine. Furthermore, Morgan’s Furniture
was advised thit all of its orders for style no. 554 were cancelled and would not be
produced. This v 'as a reduction of Morgan’s Furniture’s order by $24,000.00. Attached as
Exhibit 13 to this my Affidavit is a copy of Ms. Sgarbossa’s letter.

Confused over he wording of the letter from Sgarbossa, Morgan’s Furniture wanted
clarification that style no. 554 was no longer produced by La-Z-Boy. Attached as Exhibit
14 to this my A fidavit is Morgan’s Furniture’s facsimile dated August 19, 1999 to Ms.
Sgarbossa requ :sting this information.
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Ms. Sgarbossa r :sponded with her letter of August 20, 1999, attached as Exhibit 15 to this
my Affidavit, adv sing that style no. 554 had not been cancelled by La-Z-Boy, but that Mr.
Burbine had mar e the style exclusive to another account, later to be identified as Island
Furniture. Attahed as Exhibit 16 to this my Affidavit are copies of the revised
acknowledgeme 1t and confirmation from La-Z-Boy, cancelling all of style no. 554 orders

placed by Morgz 1's Furniture.

In an attempt to I ave these orders reinstated for its customers, Morgan’s Furniture pursued
its inquiry conce ning style no. 554 by way of written correspondence to Ms. Crowley and
Mr. Burbine. Att iched as Exhibit 17 to this my Affidavit is Morgan’s Furniture's facsimile
of August 27, 1839, which was resent September 27, 1999, respecting this issue.

Morgan’s FurnitL "e wanted another issue addressed by Ms. Crowley and Mr. Burbine which
concerned the ir ability of Morgan’s Furniture to obtain price information on various chair
and sofa styles. This was raised as well in the August 27, 1999 correspondence noted
above.

Morgan’s Furnitt re never received a reply to their facsimile dated August 27, 1999.

Prior to this incic ent involving style no. 554, La-Z-Boy’s order desk would readily provide
Morgan’s Furnit ire information, upon request, concerning the status of its orders.

However, subse juent to August, 1999, the order desk would no longer provide such
information to M »rgan’s Furniture.

By its letter of Se ptember 7, 1999 to La-Z-Boy, attached as Exhibit 18 to this my Affidavit,
Morgan’s FurnitL e requested clarification on specific issues of exclusive styles, particularly
the removal of s'yle no. 554; new order procedure, particularly with respect to the delays
in forwarding Mcrgan’s Furniture’s orders; the non-availability of fabric lists to Morgan’s
Furniture and th : possible result in reduced tag orders which comprised a large part of
Morgan’s Furniti re’s business (Island Furniture, on the other hand, had unlimited fabric
samples availabl : of varying grades); whether new leather/fabrics were exclusive to gallery
accounts and th : negative effect which this decision may have upon furniture sales of
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Morgan’s Furniti re; and the exclusion of Morgan’s Furniture from all La-Z-Boy promotions
after 25 years o service. To reiterate, for clarification “tag orders” were orders made by

Morgan’s Furnitiire to fulfill individual customers’ orders.

La-Z-Boy respor ded to Morgan’s Furniture’s letter of September 7, 1999 with its letter of
September 27, - 999, attached as Exhibit 19 to this my Affidavit. While this letter is self
explanatory, it ¢ nfirms that style no. 554 was not exclusive to gallery stores; that orders
containing corre :t information will be processed quickly; Morgan's Furniture will be kept up
to date on fabric swatches; all leather fabrics, except JL series, are available to Morgan’s
Furniture; and N organ’s Furniture has not been excluded from La-Z-Boy promotions, the

latter will be disc ussed further below.

Morgan’s Furnitt re responded with its letter of September 27, 1999 inquiring, among other
things, that if sty 2 no. 554 is not exclusive to gallery stores, why was this style deleted from
Morgan'’s Furnitt re’s August order. It was noted by Morgan’s Furniture that style no. 554
has been its be st seller in the previous two years. Attached as Exhibit 20 to this my
Affidavit is a cof y of this letter.

While no forma' reply was provided, Morgan’s Furniture was advised that its previous
orders for style 1 0. 554 would be honoured and, therefore, it should place a new order to
reorder the sam2. This order was initially placed on August 9, 1999 (see Exhibit 13).
Later, when it we s confirmed by Mr. Burbine that the order would not be processed in time
for Christmas de ivery, Morgan’s Furniture’s customers cancelled their orders, advising that
Island Furniture could guarantee Christmas delivery for their orders. Consequently,
Morgan’s Furniti re was forced to amend the original order by virtue of its Purchase Order
No. 1058664 dzted November 4, 1999, which amendment reduced the quantity of the
order, itself, con: iderably. Attached as Exhibit 21 to this my Affidavit is a copy of Purchase
Order No. 1058¢ 64.

in 2001, one of Morgan’s Furniture’s customers wanted to purchase a style no. 554
sectional set in le ather. The leather selected was La-Z-Boy’s new “G” grade leather. Upon

inquiry by Morg: n's Furniture of the shade of the color selected by the customer, Ms.
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Crowley informe 1 Morgan’s Furniture that La-Z-Boy could not guarantee that the leather
used in the indivi lual sectional pieces would match. Consequently, the customer cancelled

the order.

| refer to Exhibit 22 attached to this my Affidavit, in this respect.

Attached as Exliibit 23 to this my Affidavit is a copy of an invoice dated July, 2001
respecting the or jer of style no. 554 console unit which Morgan’s Furniture did not have on
display. Morgan's Furniture did, however, have on display other pieces of furniture from the
number 554 style . Until April 26, 2002, it was never a problem to place such an order with
La-Z-Boy.

Morgan’s Furnitt re, by its order form no. C1304490, dated April 26, 2002 placed a similar
type of order for « tyle no. 554 collection. Attached as Exhibit 24 to this my Affidavit is a copy
of that order.

From this order, : nissue arose between Morgan’s Furniture and Ms. Crowley as to whether
Morgan’s Furnitiire was allowed to order the sectional piece from the style no. 554
collection. Ms. Zrowley emphatically denied Morgan’s Furniture’s order, indicating that
because Morgan s Furniture did not stock that particular sectional on its floor, this piece was

not available to IMorgan’s Furniture for retail.

In the meantime, Morgan’s Furniture placed another order which was for thirteen La-Z-Boy
recliners in basic model and fabric. Attached as Exhibit 25 to this my Affidavit is this order
dated April 26, 2)02. On this order, Morgan’s Furniture requested the pricing of style no.
554 sectional piices for floor stock, grade D fabric. As well, and in response to Ms.
Crowley’s denial o fulfil order no. C1304490, it requested a letter from La-Z-Boy setting out
style, floor stock and price list policy concerning the no. 554 sectional.

Having received 10 reply, on May 1, 2002, Morgan's Furniture wrote to La-Z-Boy inquiring
into the status of the above order no. C1304490 and whether the order had, in fact, been
declined. Morge n's Furniture sought clarification as to the unavailability of the no. 554
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sectional from L 1-Z-Boy. Attached as Exhibit 26 to this my Affidavit is a copy of this letter.
In response, on May 3, 2002, La-Z-Boy provided Morgan’s Furniture with a hand written
note explaining hat the requested fabric was exclusive to galleries, and that the no. 554
sectional was nc t available to Morgan’s Furniture, despite the fact that Morgan's Furniture
had displayed th s style in its store. 1 refer to Exhibit 27 attached to this my Affidavit which
is a copy of Ms. Crowley’s hand written note to this effect.

Consequently, \ lorgan’s Furniture was forced to cancel the customer’s order and send her

to Island Furnitu -e, where the sectional in question could be provided.

On April 11, 20C 2, Morgan'’s Furniture ordered five pieces of the no. 554 style recliner in
leather G17462)9 from La-Z-Boy. Upon delivery of these pieces, Morgan’s Furniture
discovered extri:me dye lot/colouring differences in the leather sections on individual
furniture pieces. Although Morgan’s Furniture was advised by Ms. Crowley of La-Z-Boy that
there were dye lot variations, and, consequently, all furniture pieces may not match,
Morgan’s Furnitiire was not told that the individual panels of leather on one item might not
match another  anel on the same item. Morgan’s Furniture sent a fax to Mr. Burbine, on
September 10, 2 002, explaining the situation and requesting advice. To date, no response
has been receivi:d. Attached as Exhibit 28 to this my Affidavit is Morgan’s Furniture’s letter

of September 1(/, 2002, together with other materials relating to this issue.

Attached as ExF ibit 29 to this my Affidavit is a La-Z-Boy price list which shows style #554
and available fa ric and leather grades for that particular style. Fabric A-D, and Leather
BL-HL were the Jnly available options to Morgan’s Furniture. Morgan’s Furniture had no
knowledge that the higher grade fabric was available to it until April 18, 2001, when it
requested fabr c seen at the January 2001 show and requested eight samples. Had
Morgan’s Furnit ire known of the higher grade availability at the January, 2001 show, it
would have chos en a selection of fabric samples from all grades, rather than take only the

lower grade san ples which Mr. Burbine provided to Morgan’s Furniture at that time.

Apart from style no. 554, other La-Z-Boy styles were gradually being restricted from
Morgan’s Furnitiire. | will discuss some of them below.
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La-Z-Boy had a model recliner which had a lift chair mechanism (which | shall refer to as
a lift chair recline r) to allow individuals to get into and out of the chair with ease. The chair
lift mechanism li ted the individual into and out of a sitting position. This was done by way
of an automatic notor. Because these chairs are specialized for specific needs, they are
not sold at high \ olume as with other styles of products offered by La-Z-Boy. However, the
lift chair recline” was a product which Morgan’s Furniture was able to market to its

customers.

One of Morgan’s Furniture’s customers, a Mr. Leshane, had purchased a lift chair recliner
from Morgan'’s Furniture. Mr. Leshane was terminally ill and found that the recliner which
he purchased all »wed him comfort away from the bed and the ability to get in and out of the

chair with ease 1 rough the chair lift mechanism.

Mr. Leshane’s chair was in need of parts for repair to the chair lift mechanism. Without
these parts, Mr. _.eshane was unable to use his lift chair recliner. Morgan’s Furniture was
anxious to obtair the parts from La-Z-Boy as soon as possible and advised La-Z-Boy briefly
of the circumstar ces on its order form no. C1058693, dated October 27, 1999, attached as
Exhibit 30 to this my Affidavit.

Throughits conv :rsations with Ms. Crowley, Morgan's Furniture was unable to convince her
to place a rush cn the parts or to give Morgan’s Furniture a precise delivery date. In this
respect, | refer to Ms. Crowley’s letter of November 3, 1999 attached as Exhibit 31 to this
my Affidavit. In an effort to process the service order expeditiously, Morgan’s Furniture
contacted a “Ra1dy” at La-Z-Boy’s service center on or about November 1, 1999, who
advised that Mcrgan's Furniture’s order for the parts was not even in the system for
processing as p eviously suggested by Ms. Crowley. “Randy” located the parts in the
Canadian head >ffice and shipped them to Morgan’s Furniture on November 5, 1999.
Relating to this riatter, | refer to Exhibit 32 and Exhibit 33 attached to this my Affidavit.

Mr. Leshane passed away two months later.
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in or about Nove nber, 1999, Mr. Burbine advised Morgan’s Furniture that the reclining wing
back chairs (for ¢ xample, no. 28-947, no. 29-433, no. 29-974, no. 29-953, no. 24-429) were
no longer availal le to Morgan’s Furniture for display or sale due to the minimum quantities
requirements se: by La-Z-Boy. Again, this was a product which Morgan’s Furniture had

been selling for .1 number of years and was a popular item with its customers.

Attached as Exh bit 34 to this my Affidavit is order form C1058872, dated December 1999.
This order was fc r two no. 10-411 recliners. However, Ms. Crowley responded by cancelling
the order as shi: claimed that Morgan’s Furniture did not display that style. Morgan’s
Furniture re-sen' the order form with the note attached advising that a floor model was, in
fact, displayed for which they were reordering, as well as a second recliner, which was a

tag order for its customer.

This order was i iter filled.

At the January 200 furniture show, Morgan’s Furniture was advised by Mr. Burbine that
in addition to losi 1g the display access to wing back recliners, the lift chair no. 011598, like
that sold to Mr. _eshane, and another display style were also excluded from Morgan’s

Furniture.

Attached as Exliibit 35 to this my Affidavit is an order by Morgan’s Furniture dated
September 13, 2001 for 18 rocker recliners. The order was apparently held on Ms.
Crowley’s desk until October 16, 2001 before it was entered on La-Z-Boy's system.
Morgan’s FurnitL re was advised that the delay was due to its own mistake in ordering a
fabric for the 05-.230 recliner which was not suitable for the style. Morgan’s Furniture was
advised that in or der to change the order to read 05-230 with A7503 fabric and 05-512 with
the A7174 fabric the order, already inputted in the system would have to be cancelled,
causing further d 2lay of the product delivery. As the styles and fabric grades were mostly
for promotional | urposes, Morgan’s Furniture, not being given a delivery date, could not
take a further ris< in delay. Consequently, it was not able to promote the low La-Z-Boy
starter price of re :liners at $399.00 for the last quarter of 2001. As a further consequence,
Morgan’s Furnitu ‘e ended up with most of its La-Z-Boy stock unsold at the start of the new
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year 2002. Mo gan'’s Furniture mostly sells middle to high end priced furniture and the
majority (approx mately 50%) of its total sales are completed in the months of September,
October, Noverr ber and December. Morgan'’s Furniture, consequently, could not submit

an order for the January 2002 show.

Attached as Ext ibit 36 to this my Affidavit is a letter from La-Z-Boy, dated June 4, 2002
regarding the prmotion and sale of leather items. Specifically, the letter addressed the
huge success of two leather chair promotions. Neither of the two promotions were disclosed
to Morgan’s Furiiture. As | have noted previously, Morgan’s Furniture had been advised
by La-Z-Boy in ¢ n earlier correspondence in 1997, attached hereto as Exhibit 6, that the
style of recliner in the promotion (no. 506) had been discontinued by La-Z-Boy. This
evidently was fa se.

Style no. 05-23( had been Morgan’s Furniture’'s most popular promotional model for 10
years. While iti; the lowest priced recliner, it is still comfortable. La-Z-Boy restricted the
05-230 style to tl e fabric grades of C and D for this recliner. Consequently, this restriction
to fabric selecticn eliminated this style as a promotional piece for Morgan’s Furniture.
Morgan’s Furnitt re was neither advised by La-Z-Boy in advance of this restriction, nor did
La-Z-Boy provid : Morgan’s Furniture with a substituted promotional style.

After the Januar r 2000 meeting with Mr. Burbine noted above in paragraph 59, Morgan’s
Furniture’s show room visits were merely the procedure of dropping off already prepared
orders rather thz n viewing the new styles produced by La-Z-Boy. Morgan’s Furniture was
told that it could 10t pick just any style from the full motion collection to display on its floor,
but rather, it woL /d be advised by Mr. Burbine of what styles were available to it for display,
as Morgan'’s Furiture was told by La-Z-Boy that it had no previous sales history with other
styles, notwithst: nding that those styles were restricted from Morgan’s Furniture. The only
fabrics available to Morgan’s Furniture were in their swatch samples already in the store.
While new fabrics were to be sent to Morgan’s Furniture by La-Z-Boy, no fabrics with a
grade higher tha D were actually sent. Morgan’s Furniture was denied access to certain
portions of La-Z- 3oy’s showroom, thus, limiting its availability to view and choose selected
coverings being lisplayed on La-Z-Boy product. This, in fact, is one of the main purposes
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upholstery deal¢ rs, such as Morgan’s Furniture, travel at least once a year to Toronto to

visit these show ‘ooms.

Attached as Ext ibit 37 to this my Affidavit is a copy of a letter dated December 21, 1999
from La-Z-Boy. As stated therein, Morgan’s Furniture would now only get prices and
catalogue sheets for product which it had supported in the past, meaning that Morgan’s
Furniture was o01ly allowed to purchase styles which it had on its floor. Consequently,
Morgan's Furnitiire could no longer sell the lower volume styles from the catalogue which
was a small but meaningful percentage of its store’s sales. However, more problematic
was that La-Z-B »y drastically limited Morgan’s Furniture’s ability to purchase and display
high volume styles. It was apparent that the new popular styles and fabrics became
exclusive to the jallery account as well.

By its memo of January 10, 2000, attached as Exhibit 38 to this my Affidavit, La-Z-Boy
indicated to its « ales and marketing consultants to only “supply current dealers with the
product that the s have supported in a significant way in the past’. Effectively, Morgan's
Furniture was to have no access to new styles, no input into which fabric swatches it could

have, no access to quality advertising material and no access to products available to it.

La-Z-Boy increa singly made it difficult for Morgan’s Furniture to sell La-Z-Boy products to
its customers. C ue to “surprise” cancellation of tag orders by La-Z-Boy, Morgan’s Furniture
was losing the ¢ anfidence of its customers as it could not fill the orders for product which
Morgan’s Furnit ure advised the customers it could sell. By way of example, Morgan’s
Furniture placec a tag order for one of its customers in or about early fall 2000 for a style
and fabric whict it carried in that store and which Morgan’s Furniture understood it could
sell. After the t: g order was placed, Ms. Crowley cancelled the order advising Morgan’s
Furniture that tie fabric was no longer available to Morgan’s Furniture. This fabric,
however, was av ailable to Island Furniture, Morgan’s Furniture’s competitor. It was not until
the order had bi:en placed that La-Z-Boy notified Morgan’s Furniture that the fabric was
excluded from M rgan’s Furniture’s fabric line, notwithstanding prior opportunities which La-
Z-Boy had to brir g this to Morgan’s Furniture’s attention. Consequently, Morgan’s Furniture
had to cancel it customer’s order.
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Attached as Exh bit 39 to this my Affidavit is a copy of Morgan’s Furniture’s facsimile to La-
Z-Boy of Octobe r 28, 2000 complaining about this development.

Up until April 18, 2001, Morgan’s Furniture was given the understanding from La-Z-Boy, by
virtue of its new policy, that Morgan’s Furniture had access only to lower grade fabric
samples. Henc2, Morgan’s Furniture was led to believe by La-Z-Boy that it could not

promote higher jrade fabrics to its customers.

By its facsimile of April 18, 2001, Morgan’s Furniture requested eight fabric swatches.
Morgan’s Furnitiire was advised that only six of the eight swatches were available to it and
that it had to pa / $4.50 for each swatch. Attached as Exhibit 40 to this my Affidavit is a
copy of this facs mile with La-Z-Boy's reply attached respecting the availability and price of
swatches.

This was the firs : time, since the commencement of La-Z-Boy's new policy, that Morgan’s
Furniture had ac >ess to high grade fabrics. It was hoped by Morgan’s Furniture at that time
that this new bu: very limited access to the newer higher grade fabric samples was the
beginning of a return to the positive working relationship which it once enjoyed with La-Z-
Boy. Unfortunatzly, this was not to be the case.

As well, in April 2001, it was the first time ever that a supplier charged Morgan’s Furniture
for its swatches. Attached as Exhibit 41 to this my Affidavit is a copy of the invoice for the
said swatches.

RESTRICTIONS ON ADVERTISING AND PROMOTIONAL CAMPAIGNS

Not only were here restrictions in access to product, but as well La-Z-Boy placed
restrictions upon the type of advertisements which Morgan’s Furniture could use to promote
and market La-z -Boy products, and the product promotional campaigns in which it could
participate. The:ie actions by La-Z-Boy placed Morgan’s Furniture at a disadvantage to its
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competitor, Islar d Furniture, who had no restrictions in the marketing and selling of La-Z-

Boy products.

Inits letter of Jar uary 16, 1998 to La-Z-Boy dealers, La-Z-Boy explained that because sales
by the dealers o rerall were not good in 1997, as a cost cutting measure, La-Z-Boy's co-op
advertising prog am would be discontinued as of January 1, 1998. The money spentin that

program would 11ow be redirected to fliers and “P.O.P.”

Morgan’s Furnitiire makes two points in reaction to this decision. Firstly, in 1997, Morgan's
Furniture's sale:: for La-Z-Boy product was healthy. Secondly, Morgan’s Furniture was
neither aware of any new advertising program offered by La-Z-Boy, nor provided with any
physical advertiiing assistance. However, Morgan’s Furniture has since learned that
assistance in re ation to advertising style and material was provided to Island Furniture,
Morgan’s Furnitiire’s competitor.

La-Z-Boy, in its letter of August 27, 2002 to Morgan’s Furniture, stated that Morgan’s
Furniture “inade juately represented” La-Z-Boy’s product “and failed to promote them
effectively” in “th 2 store”. Itis implied by La-Z-Boy that this resulted in Morgan’s Furniture's
low sales of La-: -Boy products.

Attached as Ext ibit 42 to this my Affidavit is a sample of the advertising which Island
Furniture used. These new types of family picture ads were never made available to
Morgan’s Furnit re by La-Z-Boy. The only ads which La-Z-Boy made available to Morgan’s
Furniture were p ctures of the La-Z-Boy product. Morgan’s Furniture asked Mr. Burbine on
a number of occilsions for access to the family moments type advertising but was always
told by Mr. Burbi 1e that La-Z-Boy policy denied Morgan’s Furniture access to this type of
advertising. How ever, despite Morgan’s Furniture’s requests, neither Mr. Burbine nor La-Z-
Boy would explin to Morgan’s Furniture what this policy was and how it applied to

Morgan'’s FurnitL re’s access only to less than stylish advertising.
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In 1998, La-Z-B ), through its dealers, offered to the retail customers of its dealers, the
chance to enter 1 sweepstake contest and win prizes. No purchase was necessary by the

customers.

Attached as Ext ibit 43 to this my Affidavit is a copy of the details of the contest as shown
on La-Z-Boy's wi:bsite. Page 2 of that website provides a list of La-Z-Boy dealers in various
provinces, incluc ing Newfoundland, who are considered dealers of La-Z-Boy product where
customers can \isit to take part in the contest. It is noted that Morgan’s Furniture, La-Z-
Boy'’s oldest decler in Newfoundland, did not appear on that list.

Morgan’s Furniture approached Mr. Burbine on this issue and asked him why Morgan’s
Furniture was nnt included on this list and not a participatory dealer in the contest. Mr.
Burbine told Mcrgan’s Furniture that it was the only dealer in Newfoundland omitted
because there \/as a gallery store, being Island Furniture, nearby (70 to 100 kms in
distance) and th.it La-Z-Boy’s policy restricted Morgan’s Furniture’s inclusion in any such

promotion.

Over the course of six months following after Morgan’s Furniture learned it was omitted
from the website and, in turn, the contest, it made numerous telephone calls to Mr. Burbine
until Mr. Burbine  ind La-Z-Boy agreed to include Morgan's Furniture on La-Z-Boy's website.
Morgan'’s Furnit ire believes that it lost business due to its exclusion from (a) the contest

in 1998, (b) subs equent contests, and (c) La-Z-Boy’s website.

Furthermore, du ing the same time period, Morgan’s Furniture was receiving numerous
reports from its customers that a Wally Pottle, a salesman of Island Furniture, was telling
customers that N lorgan’s Furniture was losing the La-Z-Boy product line. Mr. Burbine did
not want to discu:is these reports or even assist Morgan’s Furniture in determining whether
Mr. Pottle had b 2en making these statements. Morgan’s Furniture believes that these
statements, if, in fact, were made by Mr. Pottle, affected customer confidence in Morgan’s
Furniture and res ulted in lost sales.
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Attached as Ext ibit 44 to this my Affidavit is a copy of newspaper ad which was run in the
November 18, - 999 local newspaper. The free raccoon giveaway was not available to

Morgan’s Furnit ire.

Attached as Ext ibit 45 to this my Affidavit is another Island Furniture/La-Z-Boy promotion,
which was neve - offered to Morgan’s Furniture. Morgan’s Furniture’s only knowledge of

promotions was when they appeared in Island Furniture store advertisements.

CONSEQUENTIAL AND SUBSTANTIAL EFFECT

By its letter dated] August 27, 2002, attached hereto as Exhibit 2 and noted above, La-Z-Boy
advised Morgan's Furniture that its account would be terminated effective December 31,
2002. As reascns for the termination, La-Z-Boy cited declining purchases since 1998,
which represent 2d inadequate La-Z-Boy representation and product promotion.

Morgan’s Furnit ure takes great issue with La-Z-Boy’s position. Morgan's Furniture has
continuously an1 diligently maintained prominent La-Z-Boy representation and product
promotion, notw thstanding the restrictions placed upon it by La-Z-Boy. Morgan’s Furniture
advertised La-Z- Boy product in the following forms: i) daily advertisements onthe 7:00a.m.
local radio newvscast; ii) advertisements in local newspaper (The Compass); iii)
advertisements in regional newspaper (The Telegram); and iv) prominent visual La-Z-Boy
advertisements >n Morgan’s delivery cube van, as already noted above.

As stated previously in paragraph 9 herein, La-Z-Boy evaluated Morgan’s Furniture’s
performance for the year 2002 based upon purchases only up to August of 2002. A review
of past account 1istory would certainly have indicated that over 50% of Morgan’s yearly
sales occurred d uring the months of September to December. At the time of Mr. Wiltshire’s
letter of August :!7, 2002, Morgan’s Furniture’s tag orders and year end inventory had not
yet been placec. In fact, on August 31, 2002, Morgan’s Furniture placed a year end
inventory order 'vhich comprised 41 pieces. La-Z-Boy refused to fill this order. It is the
position of Morgan's Furniture that this action, together with La-Z-Boy's continuing and
escalating restric tions on product availability to Morgan’s Furniture, suggests that La-Z-Boy
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had planned to :ut Morgan’s Furniture from its dealership of La-Z-Boy Furniture to the
benefit of its con ipetition, Island Furniture. To further strengthen this belief, it is worthy to
note that at the time Morgan’s Furniture was notified by La-Z-Boy of its intention to
terminate its bus ness relationship with Morgan’s Furniture, Island Furniture held the grand

opening of it's new “Gallery” super store in St. John's.

Morgan’s FurnitL re was excluded from all promotions, and was severely and unfairly limited
in terms of style, abric and leather availability. However, Morgan'’s Furniture has promoted

all available La-z -Boy products more than adequately.

By its letter daied September 24, 2002, La-Z-Boy's solicitors addressed Morgan’'s
Furniture’s accouint termination concerns, citing various policy implementations. Itis noted
that there were no concerns respecting Morgan’s Furniture’s credit or inability to satisfy its
accounts when due or inability to meet trade terms. This letter is attached to this my
Affidavit as Exhihit 46. In response, Morgan’s Furniture takes the position that it was not
properly advised at any material time of available styles, fabric options and prices. As well,
popular styles ar d covers were improperly and unfairly excluded from Morgan’s Furniture
by Mr. Burbine ad Ms. Crowley and that some, if not all, of these exclusions were made
to the benefit cf Morgan’s Furniture’s competitor, Island Furniture. Also, Morgan’'s
Furniture’s inquilies and requests regarding price lists and style/cover restrictions were
dismissed.

(i Substituted Lines

La-Z-Boy is the o1ly supplier of La-Z-Boy products in Canada and, consequently, Morgan’s
Furniture cannot obtain La-Z-Boy products from an alternative supplier.

Morgan’s Furnitu-e has tried to obtain successful replacement brands for its La-Z-Boy line,
but without succe:ss.

The closest replacement product to that of La-Z-Boy products that Morgan’s Furniture was
able to find is the Berkline brand. However, the Berkline brand is a weak sales performer
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as it fails to offer equivalent quality styles and fabrics to that of La-Z-Boy or even carry that

same prestige ir the market place as does La-Z-Boy.

More significantly is the inability of the Berkline product to break into or even compete in
the same markei as La-Z-Boy. In this respect, it has been noted by Morgan’s Furniture that
when its custom::rs come to its store looking for a recliner product, and often coordinating
pieces such as s ofas, love seats and chairs, they want only La-Z-Boy. No other brand is
satisfactory to tie customer. Consequently, Morgan’s Furniture is unable to sell the
replacement pro juct of Berkline which it acquired and, consequently, Morgan’s Furniture

is losing its customers to Island Furniture.

Attached as Exh bit 47 to this my Affidavit is Table A which provides a comparison of sales
figures of Morgen’s Furniture as between Berkline and La-Z-Boy products for the years
1998 t0 2002. Th s sales comparison illustrates the weak sales performance of the Berkline
product as agair st La-Z-Boy, even during a period of declining sales of La-Z-Boy product

resulting from th 2 restrictions placed upon Morgan's Furniture by La-Z-Boy.

Besides the Berkline brand, Morgan’s Furniture also sought other product lines, but without
success. In fact it considered the lines of EI-Ran and Lane.

El-Ran is a reclin zr line from Quebec operating since the early 1970's. Morgan’s Furniture
tried to sell the EI-Ran line in the early 1990's but without any success. Unfortunately, its
overall sales results were very poor. After Morgan's Furniture’s assessment, and re-
assessment afte - 1998, of this line, it was felt that the selection of styles and fabrics did not
fulfill the needs ¢ nd demands of Morgan’s Furniture’s market. Consequently, the EI-Ran

line was not an ¢lternative to the La-Z-Boy line for Morgan’s Furniture.

A third line whicl was considered by Morgan’s Furniture was the Lane line. Lane is also
a recliner line, ktut, operating from the United States of America. Morgan’s Furniture
considered the |.ane line to have nice style and fabric selection. Morgan’s Furniture
attempted to purchase product from Lane on two separate occasions, being during the
winter/summer s 1ows in Ontario in 1999 and 2000, respectively. While Morgan’s Furniture
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placed orders with Lane on both occasions, the orders were never filled with no explanation
provided by Lane. Presently, there are two Lane dealers in St. John's, Newfoundiand, who

are: i4 Furniture and Mahogany House.

Considering the experience with both El-Ran and Lane, Berkline became the alternative
product. Howevzr, while the demand for recliner products increased between 1995 and
1999, Berkline 'was unable to provide the style and quality product which Morgan’s
Furniture’s customers demanded. Unfortunately, Berkline does not carry a line to compete
with this market development. Consequently, even though La-Z-Boy was placing
restrictions upori Morgan’s Furniture’s ability to purchase and sell La-Z-Boy product,
Morgan’s Furniture’s sales were greater for La-Z-Boy product than for the Berkline product,

as noted above.

To reiterate, unfortunately, there is no substitute for La-Z-Boy products.

Realistically, La-Z-Boy products occupy a dominant position in the marketplace. This is
evident by its atility to promote stores which sell only La-Z-Boy products. La-Z-Boy's
dominance in the: marketplace as a whole has permeated into its control over who sells its
product, notwithstanding that its actions may have a devastating impact on longstanding
and loyal dealer:; who contributed to La-Z-Boy’s market growing within its geographical
region. After December 31, 2002, there is only one dealer, Island Furniture, with two
locations in St. John's, selling La-Z-Boy products on the Avalon Peninsula region. Sears,
situated in St. John's, offers two styles of recliners with limited fabric selection and no tag
orders. Conseq.ently, Sears has little impact on the overall market in the Area. As a
result, Island Furniture now controls approximately 95 to 99 % of the marketplace on the
Avalon Peninsulz for La-Z-Boy products. Consequently, there may not be an ample supply
in the market through one dealer. Furthermore, customers who do not reside in St. John’s

will have to travel further to purchase La-Z-Boy products.

Perhaps of greatr concern to consumers in general is the risk that La-Z-Boy products will
rise in price as lsland Furniture will have no competition. From information provided by

customers to Moi'gan’s Furniture, albeit hearsay, historically, customers are only given the
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“best price” on furniture from Island Furniture only once Island Furniture is aware that the
customer is also dealing with its competition on the same piece of furniture. Morgan's
Furniture’s policy is always to give the customer the best price, which historically has been
lower than the p-ice initially offered by Island Furniture. With La-Z-Boy products being
exclusively sold by Island Furniture, the consumer is likely to pay higher prices. This has
already been ev.dent through advertisements which were placed in the local St. John's
newspaper, The Telegram, in 2001 and 2002 by Island Furniture. In both advertisements,
Island Furniture was promoting La-Z-Boy recliners with prices starting at $399.00 in
December of 20)1 and in December of 2002, the identical chairs had starting prices of
$499.00. In this respect, | refer to the copy of the advertisement attached as Exhibit 48 to
this my Affidavit.

(i) Loss of Eusiness

The overall effect that the termination of Morgan’s Furniture’s contact with La-Z-Boy has
had and will cont nue to have upon the business of Morgan’s Furniture will be devastating.

Unfortunately, Margan’s Furniture’s historical data does not extend earlier than 1998 for all
products and does not extend earlier than 1995 for La-Z-Boy products. As well, its data is

based only upon purchases.

The fourth colurnn in Table A, attached to this my Affidavit as Exhibit 47, shows the
significant loss of La-Z-Boy sales since the year 2000. In particular, the loss of 46% of its
sales in 2001 illustrates the substantial effect which the restrictions, being placed upon
Morgan’s Furnit.re in the lines, styles and fabrics which it could obtain from La-Z-Boy, had

upon Morgan'’s Furniture’s recliner sales.

It is noted that the sales which Morgan’s Furniture made in 2002 concerning La-Z-Boy
product were only tag orders and remaining stock which it had in its store. After August 27,
2002, La-Z-Boy only filled tag orders from Morgan’s Furniture and refused to fill any stock

and inventory oriers.
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Of course, while no information is presented in Table A for the year 2003, the percentage

of growth, or loss, for La-Z-Boy product will be 100%.

As can be seen f-om Table B, attached to this my Affidavit as Exhibit 49, La-Z-Boy recliners
was the fourth largest sales category for Morgan’s Furniture. However, what is significant
is that each of the three larger sales categories had more than one supplier for that
category: upholstery stationary having 11 suppliers, wood furniture having 24 suppliers and
appliances having 3 suppliers. The significance of this information is that if one of the
suppliers in either of the categories of wood furniture, upholstery stationary or appliances
no longer supplied Morgan'’s Furniture, Morgan’s Furniture would still have other suppliers
to rely upon to contribute to the supply of product for that category. However, with the La-
Z-Boy recliner category, there is only one available supplier, whose denial of supplies
completely erases that category and significant sales for Morgan’s Furniture.

Table C, attached to this my Affidavit as Exhibit 50, and Table D, attached to this my
Affidavit as Exhibit 51, perhaps illustrate further the loss experienced by Morgan'’s Furniture
and the inability of the Berkline line to maintain the recliner sales of Morgan’s Furniture.
Also illustrated ty these Tables is that while the appliance category is such a big number
respecting sales, its gross profit is lower than that of La-Z-Boy whose sales figures were
lower. This shows that Morgan’s Furniture was able to obtain a greater profit margin with
the recliner category with lesser sales. The loss of such a line impacts greatly upon

Morgan’s Furniture’s revenue.

Perhaps of more significance is that information which is contained in Table E, attached to
this my Affidavit as Exhibit 52. Firstly, this Table shows the proportion which La-Z-Boy
represents in the overall gross profit of Morgan’s Furniture and the decrease of that
proportion duringj the years when La-Z-Boy started its restrictions. For instance, in 1998,
Morgan’s Furniture’'s gross profits from La-Z-Boy sales represented 89% of Morgan'’s
Furniture’s operational profit. This percentage dropped significantly over the course of the
next four years t> 34%. In 2003 it will be 0%.
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As stated previously, the restrictions which La-Z-Boy placed upon Morgan’s Furniture
started to have noticeable effect in 1998. Prior to this, Morgan’s Furniture had been
enjoying an ave-age yearly La-Z-Boy sales growth of over 44%. In Table E, attached
hereto as Exhibit: 52, Morgan’s Furniture projects its growth of La-Z-Boy sales from 1998
to 2002 on the kasis (a) that no restrictions were in place and (b) that it enjoyed a more
conservative grcwth of 30% rather than 44% (see Column |). Based on these figures,

Morgan’s Furniture should have experienced significant growth rather than a loss.

Itis Morgan'’s Furniture’s position that based upon the growth it had been experiencing with
the La-Z-Boy line up until 1998 and its projections for that continued growth, Morgan’s
Furniture has lost significantly.

In this Affidavit, | have attempted to set out in detail the dealings between La-Z-Boy and
Morgan’s Furniture since in or about 1997. Morgan’s Furniture feels that it is evident that
the actions of La-Z-Boy and its agents/representatives show malice towards Morgan’s
Furniture with an intent of excluding a significant portion of its business and its customers
to the benefit of ¢ competitor, Island Furniture. Due the quality and nature of their actions,

La-Z-Boy has ca ised Morgan’s Furniture to suffer damages by a loss of product sales.

SWORN TO at St. John's, in the Province of
Newfoundland and Labrador, this /47 day of
November, 2003, before me:

ERRY MOR

St ()
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LAZ- BOY

August 27, 2002 | ”' I g , Z

Perry Morgan
Morgan’s Furniture
P.0. Box 430
Clarks Beach, NF
AQOA 1WOD

Dear Perry:

. We constantly reviev sales by individual customers and through such review have noted your
low volume of sales. Over the past 5 years, La-Z-Boy Canada has enjoyed sales growth in excess .
~ ---0f 35% and we are ajjoying solid sales growih-with a majosity-of sur customers. By-contrast;—— #arin = 10
- Morgan’s Furniture Las shown a steady decline over the same period of time. A review of your- i
account by a year by year basis reveals the following:

Calendar Year Unit Shipment History

1998 1999 2000 2001 2002
. Morgan's Furpitre 215 193 179 80 51

It is our feeling that your low volume indicates that you have inadequately represented our
- products and have failed to promotc them effectively in your stare.

We thank you for the orders you bave favored us with in the past, however the continued low
volume no longer petmits us to service your account, therefore we arc forced to terminate our
relationship effective December 31, 2002.

K Pleaseﬁeelﬁ'eetocalluponusifthaearcanyspecialscrvicayaureqlﬁmtocompletemdaﬁon L
hand or to service a customer who has already received our products, for we stand ready to fulfill
all of our warranty otligations.

._...Bm%, g v .

Mark Wiltshire
Vico-President, Sales & Marketing
Le-Z-Boy Canada

cc: Ron Balzer, National Sales Manager
Danny Burbine, SMC

@}.}M )

ISO 9001:2000 REGISTERED
.. LA-Z-BOY GANADA LIMITED « 55 Columbla Stroet East, Waterloo, Ontasio N2.J 4N7
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STYLES AVAILABLE TO MORGAN'S FURNITURE 1998 - 2002

1998 1999
05-230 05-230
05-235
05-278
05-509
05-512 05-512
05-568
10.411
10-466 10-466
17-466
33-466 33-466
10-518 10-518
30-518 30-518
32-518
10-523
10-536
10-537
10-538
10-550 10-550
15-550 15-550
30-550 30-550
04-550 (sectional)
1n6550
61-550
10-554 10-554
15-554

17-554

2000
05-230

05-512

10-411
17-423

10-466
15-466

33-466

10-518

30-518
32-518

10-536
17-531
10-537

10-550

30-550
32-550

61-550R
63-550R
10-554

La-Z-Boy

2001
05-230

10-411

10-433

33-466

10-505
10-518
15-518
30-518
32-518

10-550
15-550
30-550

35-550

10-554

2002
05-230

05-512

10-411

10-518

32-518

-10-550

30-550
32-550

10-554
15-554



30-554
32-554
35-554

10-560

10-636
10-644

10-837
10-839
10-590
24-427
28-947
28-955

29-953
01n514
01m509

1m6554
011598

51-844

30-554
32-554
35-554

IN6554

10-636

10-825
10-837

28-947

29-443
29-974
01m509
011598

041-451
043-451

30-554
32-554
35-554
04-554(sectional) YES

10-571
10-636
10-644

10-837
10-839

30-554
32-554
35-554
yes

10-636

10-825

30-554
32-554
35-554
y/n

10-571
10-636
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April 1, 1997

TJO ALL LA-Z-BOY DEALERS

Dear Sir/Madam:

The first few months of 1997 have brought about many new changes and new
opportunities at La-Z-Boy. We feel that the time has come to issue a clear
vision as to how we see the distribution of our product line. We believe that the
following policy will benefit our company, the dealers which support us, and the
consumers.

We are giving too much attention to accounts who are not being fair to us,
themselves or to our consumers and this must end. Consumers are entitled to
our brand name. Consumers must see our product properly displayed, and be
able to purchase it at a fair price. Most importantly, we are entitled to protect our
main asset, which is the value of our name for your benefit and for ours. To heip
achieve this goal, our three dealer categories have been modified and we have
set minimum quantities for a dealer to qualify in each category on a yearly basis.
These minimum quantities should be discussed with your Sales and Marketing
Consultant. The qualification period will run on a calendar year, retroactive to
January 1, 1997.

Details of each category:

A - MOTION CHAIR DEALER - Reclina-Rest, Reclina-Way, Reclina-Rocker,
Reclina-Glider, La-Z-Touch Massage, and Luxury-Lift Power Recliners.

B - MAJOR UPHOL STERY DEALER - This category will be divided up into four
sub-categories. Your Sales and Marketing Consultant will be pleased to
discuss this category with you.

C - FULL LINE DEALER - This category includes all product manufactured by
La-Z-Boy including the Canadian Home Collection. The Canadian Home
Collection will continue to remain exclusive to our Gallery Program.

LA-Z-BOY CANADA LIMITED « 55 Columbia Street East, Waterloo, Ontario N2J 4N7
Business: (519) 886-3440 Fax: (519) 746-3936 + Customer Service Fax:(519) 886-8522



April 1, 1997
To All La-Z-Boy Dealers
page 2

We believe that by modifying our three major product classifications and by
setting up minimum amounts that this will prove to be very beneficial for all
parties involved. It should make selling our line easier at the retail level, and
continue to allow La-Z-Boy to target a marketing program in support of each
category. You the dealer will continue to receive our corporate support
commensurate with your own individual support.

Your sales in the past have been important to us and this company looks forward
to becoming even more important to you, and you to us.

Yours truly, B
/

\ L7

\ 3
i VT Neay
L ,/
- 4
e

lain W, Déaglas
Vice-President, Sales and Marketing

(A
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July 5 . l 999 ‘ C'—\r‘.ad;\ [ E R

THB &

To All Dealers:

The new millénnium is almost upon us and with it brings many changes to La-Z-Boy Canada
Limited and you our valued dealer.

Changes in F.O.B.
Changes in pricing.
Changes in freight.
Changes in distribution.

HW N —

For many months, we have been studying the La-Z-Boy Canada operation in relationship to
La-Z-Boy U.S. and our geographical location in North America. What could we do to make
better and more efficient use of our plant and how could we make ourselves more competitive
in the marketplace?

The changes are as follows:

I The Canadian manufacturing facility will no longer be used as a RDC (Regional
Distribution Centre). Current storage space will be turned into manufacturing square footage.
Currently, all U.S. manufactured product is shipped to Waterloo, and then to retailers across
Canada. From approximately August 1* on, U.S. made upholstery will be shipped from our
U.S. F.O.B. directly to you. In Eastern Canada this merchandise will come from Dayton,
Tennessee; in Western Canada from Tremonton, Utah. Compiete details are available from
your Sales & Marketing Consultant.

2. To date, La-Z-Boy Canada price lists have been printed in pink. This will remain the
same for Canadian made product. U.S. made product will now be sold to you in U.S. dollars
and these price lists will be printed on grey stock. You will benefit from a decrease in pricing
in most instances because of this change. All orders regardiess of manufacturing location will
still be sent to Waterloo for processing. U.S. product will be invoiced to you in U.S. dollars
and you will remit payment to the stated U.S. address. Payments for invoices of Canadian
made product will continue to be submitted to Waterloo.

3. Freight will be prepaid and invoiced to you from the designated F.O.B.

Eastern Canada - either Waterloo. Ontario or Dayton, Tennessee.

Western Canada - either Waterloo, Ontario or Tremonton, Utah.

Your Sales and Marketing Consultant will have complete rate information.

Todayv. Waterloo absorbs all freight costs from Dayton to Waterloo. You've only been
paying from Waterloo to your door. This subsidy is being lifted, but we expect the reduction in
dealer price to help offset this increase. Our U.S. freight rates will be comparable with any
other U.S. rates, which you are now paying from other suppliers.

A2

LA-Z-BOY CAMADA LIMITED » 55 Columbia Sireet East. Waterloo, Ontario N2J £M7
Bus.:n2s3: (519) 3835-3440 Fax: (519) 746.3936 + Customar Service Fax:(519) 332.3522



page 2
To All Dealers
July 5, 1999

4, Dealer categories from a distribution viewpoint are being reduced. Currently, we have
6 and this will be reduced to 3.

A. Chair Dealer
B. Motion/Upholstery Dealer
C. Canadian Home Dealer.

We have been giving too much attention to accounts who are not being fair to us
themselves or to our consumers and this must end. Consumers are entitled to our brand name.
Consumers must see our product properly displayed, and be able to purchase it at a fair price.
Most importantly, we are entitled to protect our main asset, which is the value of our name for
your benefit and for ours. We have set minimum quantities for a dealer to qualify in each
category on a yearly basis. These minimum quantities should be discussed with your Sales &
Marketing Consuitant. The qualification period will run on a calendar year.

We believe that by modifying our three major product classifications and by setting up
minimum amounts that this will prove to be very beneficial for all parties involved. It should
make selling our line easier at the retail level and continue to allow La-Z-Boy to target a
marketing program in support of each category. You the dealer will continue to receive our
corporate support commensurate with your own individual support.

Your sales in the past have been important to us and this company looks forward to becoming
even more important to you and you to us.

Sincerely,

LA-Z-BOY CANADA LIMITED

lain Doyuglas
Vice-President, Sales & Marketing

/

ID/Id: encl.
cc: Your Sales and Marketing Consultant
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ALLAN MORGAN AND SONS LTD. TAB7
Furniture & Appliances

Birch Hills, Bay Roberts, Nfld. Tel: (709) 786-2100 Fax: (709) 786-6403
Mailing Address: P. O. Box 430, Clarke's Beach, Nfld. AQA 1W0

"Not only great furniture, but a great furniture store."
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 LAZ-BOY

Canada Limiled

TABID

June 4, 2002

Dear La-Z-Boy Dealer:

Over the course of the last six months we have seen our delivery performance deteriorate
on many of our leather items. :We realize that this has been a tremendous hardship for you and
has caused a credibility issue for you with your customers. While the current situation may
appear bleak, please rest assured that we are well aware of the situation and have been
working diligently to make the necessary corrections in order to provide you with the service you

have come to expect from us. ‘We want to make you aware of three main issues regarding our
current leather situation:

1. Due to the huge success of our two recent leather chair promotions, the 10-541 in
Kingsland, and the 10-506 in Caress, we have been unable to keep pace with the
order rate demand. We had initially forecasted these specific items based on an
historical rate of sale, and are currently nearly 35% above that forecast.
Unfortunately, the cut sets and raw materials could not be immediately moved up,
thus we were forced to exte\nd our lead times in order to provide an initial ship date.
However, we have been working with each of our suppliers to increase hide
availability and pre-cut set availability in order to improve upon these dates. | believe
you will see an improvement on the lead times of these parlicular styles as we
receive more accurate information from our supplier.

2. We experienced delivery challenges on specific tannages, i.e., Chesterfield, Crystal
and Kingsland, due to the quality of hides received at the cutting center, and have
been scheduling 'your orders based on the delivery information provided to us. In
many instances the hides received did not meet with our quality specifications. We
have had to reject these hides, return them to the supplier and expedite new orders.
Obviously this caused us a delay in producing your order, as well as a delay in giving
you accurate delivery information. Unfortunately, we are beholden to the supplier to
re-evaluate his raw materials and provide us with new ship dates on hides to fulfill

1SO 9002 REGISTERED

LA-Z-BOY CANADA LIMITED < 55 Columbia Streel East, Waterloo, Onario N2J 4N7
Business: (519) 886-3440 Fax: (519) 746-3936 * Customer Service Fax: (519) 886-8522



these orders. We have, however, implemented a new inspeclion process at the
tannery level where La-Z-Boy employed inspectors will be pre-inspecting all leather
hides from the pfoblem tannages BEFORE they get to our facility, which will aid in
the scheduling of these orders in a more timely manner.

3. The inordinate demand of the last six months has created a backiog on our lesser
volume styles which we were ill equipped to accommodate. The fact thal some of
our lesser volume styles are run on electronic equipment has created a backlog on
these particular styles. At present, we have reduced the late orders manufactured
on this particular equipment and expect to be caught up as quickly as the leather
supply allows. In order to correct this situation, we have also installed a new cutter
which is currently being implemented at the Leather Cutting Center and have another

one on order provided the results are as posilive as we think they will be.

While the above may provide you with some explanations as lo why we have been late,
it nonetheless does not exonerate La-Z-Boy from being unable to provide you with the
service you deserve. We have made some in‘ternal systems changes in order to better
service and react to situations such as the 30% increase in the order rate that we have seen
since December. We are also planning systems changes in order to provide our Customer
Service Department with more accurale information to be able lo relay to you when there is
a leather order delay. While we are not content with the way we have serviced leather to
you over the course of the last six months, we have made major strides to correct the
problem and ensure that we do not experience a similar situation in the future. We realize
that leather is an important part of your overall profitability, and an area where we cannot
afford to have unhappy customers. We will continue to provide you with updated
information concerning our progress on the leather situation. Again, we appreciate your
understanding during these most trying of times. '

Sincerely, .
m

Mark Wiltshire
Vice- President; Sales & Markeling
La-Z-Boy Canada Limited
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ADDRESS: 55 CoL

TELEPHONE #'S:
DirrcrLin: . (219 826-3447/EXT. 215
SwlicHsrakn: (319) 886-3440

i9: ALLAN MORGAN & SONS

Fax: (709) 786-6403

s

CTgt l'_l l Y r_.}_' |
UMBIA ST Faty, WATERLOO, ORTARIO, N2 4N7.

Conada Linited

-, ey

Fax #'s:
DEALER INQUIRIES!
SALES & MKTG.

(300) 661-7100
(519) 886-8522

Attn: PERRY

Date: August 18, 1996

T

4031 F’”;Jﬂfﬂ.s_#‘.%a Par

Fruin. Sonia Sgarbossa, Customer Services Manage

I'tal & of pages (including this cover): !

RE: PURCHASE ORDER(S)

As La-Z-Bey Canada Ltd. has introduced a few chianges as of August 1, 1999 this is a
rz;inder that all orders are required to g through vour Sales & Marketing Consultant’s office
rather than direct to our facility.

As aresult of this change, your orders (P.C. C1054515) have been revised’/changed according
o your meeting of August 7, 1999 with Dannyv Burbine. Therefore, please update your

records (o show that the 554 series has beer: cancelled and will not be produced..

Should you require further clarification or have any quasiions, picase contact Danny Burbine's
office for assistance. Your cooperation is most appreciated.

Thank You.

ce: Randy Gross

NR13
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ALLAN MORGAN AND SONS LTD.
Furniture & Appliances

Birch Hills, Bay Roberts, Nfld. Tel: (709) 786-2100 Fax: (709) 786-6403
Mailing Address: P O. Box 430, Clarke's Beach, Nfid. AOA 1'\WW0

"Not only great furniture, but a great furniture store."

FAX COVER SHEET
To: @2% 579 .yap!—gsgﬂ Attn: 8 oﬂ’ :‘ﬁ . SM:’(
From: :/euﬁﬁv /770@.&*\/ Date: i[ﬂ@d/y / gf / g ? y

—__pages including cover sheet.
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1t by: LA-2-BOY ORDER ENTRY -579 886'32592; 08/20/99 8:38AM; Jetfax #GG8;Page 1/1

1+

- LAZ-BOY

Canada Limited

AL TRALTSIVIISSTION
ADDRESS: 55 COLUMBIA ST. EAST, WATERLOO, ONTARIO, N2J 4N7.

TELEPHONE #'s: FAxX #'s:

DIRECT LINE: (519) 886-3447/EXT. 219 DEALER INQUIRIES/ (800) 661-7100
SWITCHBOARD: (519) 886-3440 SALES & MKTG: (519) 886-8522
To: ALLAN MORGAN & SONS Attm: PERRY

Fax: (709) 786-6403 Date: August 20, 1999

From: Sonia Sgarbossa, Customer Services Manager

Total # of pages (including this cover): 1

Dear Perry:

Thanks for your fax. ['m sorry for the vague wording in paragraph two,

To clarify — the 554 series has not been cancelled from plant production. As discussed with
Scott, Danny has made it exclusive with another account.

Please contact Damay for any questions you may have.

-

QiOru,z Qﬁ%ku@\_
Sonia Sgarbossa

cc: Danny Burbine
lain Douglas
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FAX: (519) 088 8522
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] ACKNOWLEDGEMENT

LA-Z-BOY

55 COLUMBIA ST. E., WATERLOQ, ONTARIO N2J4N7

CUST. SERVICE. (519) 888.05

STYLE I COVER ADDITIONAL DESCRIPTION _ l PHONE: (519) 886-3440 UNIT PRICE
8 GENRE HOUSSE RENSEIGNEMENTS ADDITIONNEL, CANADA LIMITED PRIX UNITAIRE
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j OLOLT4 EAZ7IO4 snennl INE CONCELIL_ED®®®en
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Allan Morgan & Sons Ltd.
P.O. Box 430

Clarke’s Beach, Nf.

AOA 1WO

LLA-Z-BOY LTD.
Attn; Patrick H. Norton
Chairman

Dear Sirs:

During the last year 1998-99 La-Z-Boy has implemented new policies for non-gallery
accounts, however it is our understanding that other non gallery dealers in NFLD., are not subject
to all the same policies. '

Please clarify the following

Exclusive Styles
Policy Removal of the 554 style from all-non-gallery line ups
Result August 1999 show order reduced from $49,000 to almost $ 24,000 (see

acknowledgments #908103696/698/699).
Since it’s introduction 3 years earlier it has become our best selling style.

Concern The effect this policy will have on future sales (1998 purchases $135,000.00) and
your future evaluation of our account (lain Douglas letter dated July 5, 1999)

New Order Procedure
Policy All orders must be sent direct to sales reps.

Result Previous 20 years, all orders were phoned or faxed direct to factory. Now
increased chance of human error.

Concern If sales representative is delayed in forwarding any orders to La-Z-Boy (ie. Iilness,
holidays etc.) Is there an alternate route available for all accounts? (Gallery &
Non-Gallery).

No Fabric List

Policy Removal of fabric list from price list after twenty years.



Result We are unable to know if we have in our samples all available fabric from which
we may order.

Concern Missing fabric samples may reduce possible tag orders, a big part of any business.

Exclusive Fabric
Policy New JL leather introduced 1998 and made exclusive to Gallery accounts only.

Result Unable to buy La-Z-Boy newest and best leather. We have only bought the GL
and HL leathers in the past and never the lower price leathers.

Concern As new leathers and fabrics are made exclusive to gallery accounts, options will
: become limited and may result in poor future sales. (Account evaluation)

Promotion
Policy After twenty years our exclusion from all La-Z- Boy promotions.
Result Unable to promote or advertise the La-Z-Boy products in the same manner as
other dealers.
Concern The public perception that we as a non gallery account are not supported by the

La-Z-Boy Organization.
As we were your first dealer in Newfoundland (approx. 100km from St. John’s) and have
remained a loyal promoter of all you products for over twenty years, we would appreciate you
immediate attention to our concerns.

Regards,

Perry Morgan
Manager/Director

cc: lain Douglas, Vice President, Sales & Marketing
cc: Mark Wiltshire, National Sales Manager
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Allan Morgan and Sons Lid. Furniture & Apphanccs
Altn: Perry Morgan

P.O. Box 430

Clarke’s Beach, NF AOA TWO

Dcar Perry:

On Scptember 7™ 1999 you scnl a letier lo Mr. Pat Norton and the same letler to myscll. e has
asked me o respond and clarify your concerns.

Exclusive styles
The 554 has nol been removed from all non-Gallcry line-ups.

New Order Procedure R

All orders must be scnt lo your Sales & Markeling Consultant’s officc. We were recciving
orders with mistakes or missing information. This way, all ordcrs reaching our order desk will
be correct and can be processcd quickly.

No Fabric List
Danny has assured the office that he will keep you up-lo-datc on fabric swalchcs

Exlusive Fabrics
JL tamnage in Canada has always been cxclusive to our Gallerics. Your purchases have been in
GL, HL and BL and thesc are certainly still available to you.

Promolions .

You have not been excluded from all La-Z-Boy promotions. We have dramatically reduced the
type and number of promolions becausc of our overall price reduction. There will still be
promolions from time lo time in which you will be able to participatc.

Thanks for your inlerest and we wish you conlinucd success.
Sincercely,

LA-Z-BOY CANADA LIMITED

[~
~

fain Douglas
Vice-President, Sales & Markeling

1D/
Ce: Mark Wiltshire, National Sales Manager
Danny Burbine, Sales & Marketing Consultant
LA-Z-BOY CANADA LIMITED * 55 Columbia Street Easl, Walerloo, Ontario N2J 4N7
Businness: (519) 886-3440 Fax: (519) 746-3936 « Cuslomer Service Fax:(519) 886-8522
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Allan Morgan & Sons Ltd.
P.0.Box 430

Clarke’s Beach , Nfld.
AOA-1WO0

LA-Z-BOY Ltd.
Attn: Iain Douglas
Vice-President, Sales & Marketing

Dear Sirs:

Received your letter , dated September 27,1999, and while it does address our concerns,
it does not clarify them.

Exclusive Styles

AS the # 554 style is in the non-gallery line-up , why was it deleted from our August
show order?($24,694.00) Ack.# 908103696 / 698 /699

The # 554 style has been our best seller the previous 2 years.

Also you have not addressed our concern as to how the removal of the # 554 style will

be reflected in your future evaluation of our account, or can we now expect the original order to
be filled as requested.

New Order Procedure

AS none of our other suppliers have such a policy , we again ask , if our sales

representative is delayed in forwarding our order , what alternative order route will be available to
all your dealers?

Promotions

-

We have been informed that due to the location of a gallery account , we could no
longer be listed as a La-z-boy dealer.( La-z-boy telephone directory . Our listing was removed.)

Also we have been denied access to any promotion La-z-boy has offered in the previous
two years. Are you now saying that in the future we will again be included in these promotions?



Leather Price Increase

Please confirm this price increase is for both gallery and non-gallery accounts. We ask

this as none of our other suppliers of leather goods has had such a dramatic increase.(ex. Style
#10-550 GL leather , price increase + $100.00 )

Price List

Please advise as to the expected mailing date of the following:
(1) price list for reclining sofas (new August 1,1999)
(2) new price list for reclining chairs:
Model #s (235 ; 237 ;411 ; 505 ; 506 ; 512 ; 515 ; 516 ; 519 ; 523 ; 529 ; 554 ;
558 ;560 ; 568 ; 636 ; 825 ; 837 )
(3) price list for all U.S. made product , in U.S. dollars.

Regards,

Perry Morgan
Manager/Director

Cc: Patrick H. Norton , Chairman
Cc; Mark Wiltshire , National Sales Manager

Cc; Danny Burbine , Sales & Marketing Consultant
cc, )
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Allan Morgan & Sons Ltd.
P.O.Box 430

Clarkes Beach , Nfld.
AOA - 1W0

La-Z-Boy May 1, 2002
Danny Burbine

Bonnie

As per our conversation April 25,2002 , I would appreciate clarification of the currently
outstanding issue . The availability of the style # 554 sectional to Morgan’s.

It was our understanding , until this conversation, that the #554 sectional was available to us to
sell, as we did stock and display the style . Your records should show that we did purchase some
#554 sectional pieces in 2001. This has been the arrangement since that last meeting with Mark
Wiltshire .

Now it is our understanding that La-Z-Boy states all dealers must stock and display the actual
styles and pieces (sectional )in order to sell them . To sell a #554 sectional a dealer must display it.
Having two # 30-554 reclining sofas and at least five # 10-554 reclining chairs on display 365 days of
the year is not adequate .Is this correct or did we misunderstand ?

We were able to sell one sectional by having the customer sit in the sofa on display. See order
# C1304490 ,dated April 26, 2002.

Please advise the status of this order . If the order is declined please notify us so that we may
sell our customer another sectional .

As a week has gone by and we have yet to receive a answer to our original telephonc request
we assume that you have been too busy to contact us . As this probably is the case we will try to
contact you on Thursday if we do not receive a reply to this written request .

Hope to hear from you soon .

Perry
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T ALLAN MORGAN AND SONS LTD. —

Furniture & Appliances

Birch Hills, Bay Roberts, NF. Tel: (709) 786-2100 Fax: (709) 786-6403

Mailing Address: P.O. Box 430, Clarke's Beach, NF. AOA 1WQ
“Not only great fumiture, but a great lumilure sltore.”
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O

Motion Upholstery

LA-Z-BOY Price List Canadian Dollars

030-554 DREAMTIME Reclina-Way® Full Reclining 3 Cushion Sofa
F G H J K L M N _BL AL _EL FL GL HL_ _JL

A B C D E
cost 761 783 805 827 848 870 892 914 957 1001 1044 1088 1131 1300 1407 1575 1742 1876 2010 2077
Cover Availability (CAP Codes): DR, LL.LM, UR, VV H 41" SH: 19.5°
Standard Finish: (025) Harvest Oak w: 87" SW- 66"
Optional Finish(es): (068) Washed Oak, (097) Sunshine Oak 0. 18- SO 227
Options: 2E

Standard Features:  Arm Covers (cloth only), Headrest Cover (cloth only), Sinuous Wire Suspension, Polyurethane Foam Seat Cushions

U.S. Design Patent N0.390,272
Also available as a recliner.

F.0Q.B.: Waterloo (10)
032-554 DREAMTIME . : Reclina-Way® Full Reclining 2 Cushion Love Seat
A B C D E F G H J K L M N BL AL __EL FL _GL HL _JL
cosT 732 754 776 798 819 841 863 885 928 972 1015 1059 1102 1233 1340 1508 1675 1809 1943 2010

Cover Availability (CAP Codes): DR, LL, LM, UR, VV H 41° SH: 195
Standard Finish: (025) Harvest Oak w: 65° SW:. 44"
Optional Finish(es): (068) Washed Oak, (097) Sunshine Oak D 18" SD: 22
Options: 2E

Standard Features:  Arm Covers (cloth only), Headrest Cover (cloth only), Sinuous Wire Suspension, Polyurethane Foam Seat Cushioas

Chaise

U.S. Design Patent No.390.272
Also available as a recliner.

b 9L

F.0.B.: Waterloo (10)

Effective 08/15/2002
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DANNY BURBINE SALES LTD.
LA-Z-BOY’
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., LA-Z,-‘BOYO

Canada Limited
June 4, 2002

Dear La-Z-Boy Dealer:

Over the course of the last six months we have seen our delivery performance deteriorate
on many of our leather items. We realize that this has been a tremendous hardship for you and
has caused a credibility issue for you with your customers. While the current situation may
appear bleak, please rest assured that we are well aware of the situation and have been
working diligently to make the necessary corrections in order to provide you with the service you
have come to expect from us. ‘We want to make you aware of three main issues regarding our
current leather situation:

1. Due 1o the huge success of our two recent ieather chair promotions, the 10-541 in
Kingsland, and the 10-506 in Caress, we have been unable to keep pace with the
order rate demand. We had initially forecasted these specific items based on an
historical rate of sale, and are cumrently nearly 35% above that forecast.
Unfortunately, the cut sets and raw materials could not be immediately moved up,
thus we were forced to exle\nd our lead times in order to provide an Initial ship date.
However, we have been Working with each of our suppliers to increase hide
availability and pre-cut set availability in order to improve upon these dates. | believe
you will see an improvement on the lead times of these particular styles as we
receive more accurate information from our supplier.

2. We experienced delivery challenges on specific tannages, i.e., Chesterfield, Crystal
and Kingsland, d;je to the quality of hides received at the cutting center, and have
been scheduling your orders based on the delivery information provided to us. in
many instances the hides received did not meet with our quality specifications. We
have had to reject these hides, return them to the supplier and expedite new orders.
Obviously this caused us a delay in producing your order, as well as a delay in giving
you accurate delivery information. Unfortunately, we are beholden to the supplier to
re-evaluate his raw materials and provide us with new ship dates on hides to fulfill

1SO 9002 REGISTERED

LA-Z-BOY CANADA LIMITED + 55 Columbia Street East, Waterloo, Onlario N2J 4N7
Business: (519) 886-3440 Fax: (519) 746-3936 * Customer Service Fax: (519) 886-8522



these orders. We have, however, implemented a new inspection process at the
tannery level where La-Z-Boy employed inspectors will be pre-inspecting all leather
hides from the problem tannages BEFORE they get to our facility, which will aid in
the scheduling of these orders in a more timely manner.

3. The inordinate demand of the last six months has created a backlog on our lesser
volume styles which we were ill equipped to accommodate. The fact that some of
our lesser volume styles are run on electronic equipment has created a backlog on
these particular styles. At present, we have reduced the late orders manufactured
on this particular equipment and expect to be caught up as quickly as the leather
supply allows. In order to correct this situalion, we have also installed a new cutter
which. is currently being implemented at the Leather Cutting Center and have another

one on order provided the resulls are as positive as we think they will be.

While the above may provide you with some explanations as to why we have been late,
it nonetheless does not exoneratle La-Z-Boy from being unable to provide you with the
service you deserve. We have made some internal systems changes in order to better
service and react to situations such as the 30% increase in the order rate that we have seen
since December. We are also planning systems changes in order to provide our Customer
Service Depariment with more accurate informalion to be able to relay to you when there is
a leather order delay. While we are not content with the way we have serviced leather to
you over the course of the last six months, we have made major strides to correct the
problem and ensure that we do not experience a similar situation in the future. We realize
that leather is an important part of your overall profitability, and an area where we cannot
afford to have unhappy customers. We will continue to provide you with updated
information concerning our progress on the leather situation. Again, we appreciate your
understanding during these most trying of times.

Sincerely, A
m

Mark Wiltshire
Vice- President, Sales & Markeling
La-Z-Boy Canada Limited
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Allan Morgan & Sons Itd.
P.0O. Box 430

Clarks Beach, NF

AOA W0

Attn: Perry Morgan

Dear Sir:

I’m sorry f{or the delay in writing but we’ve been waiting for information from the U.S.
La-Z-Boy Canada’s new price lists will be available early January and as mentioned on
the tclephone, Danny Burbine will supply to you pricing and catalogue sheets for all

products supported by you in the past.

Many of thé styles mentioned in your lctter of October 19" will not be supplicd because
your past purchases havc been nil.

Most retailers in Canada have worked out specific programs with their Sales &
Marketing Consultants, which they stock, support and advertise. 1 recommend this {or

your operation as well. 1t mcans a concentrated effort on specific styles and always
results in increascd sales, higher margins, and faster service to your consumers.

We wish you success in 2000.

Yours truly,

LA-Z-BOY CANADA LIMITED

fain Dduglas
Vice-President, Sales & Marketing

1D/1d
Cc:  Danny Burbine, Sales & Marketing Consultant
Mark Wiltshire, National Sales Manager

LA-Z-BOY CANADA LIMITED ¢ 55 Columbla Street East, Walerioo, Ontarlo N2J 4N7
Business: (519) B86-3440 Fax: (519) 746-3936 + Customer Service Fax:(519) 886-8522
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LA-Z-BOY.

January 10, 2000

To All Sales & Marketing Consultants:

DISTRIEUTION

La-Z-Boy Canada Limited (“La.Z.Boy™) for the past few years has been resousturing
distribution policies and proceduses.

Today, we have the following four categories:

1. Independent Dealers;

2. Natianal Chains;

3.  La-Z-Boy Fumitre Gallesics; and

4,  In-Store Gallery/Espace Nouvel Age dealers.

Each of these classifications is crjtical tn the overall success of our Capadian operation.

There havé been some changes to our price list and other modifications to our swarching
which will be discussed with you ax our mesting of January 12, 2000. In shost, La-Z-Boy

-~ iutends to cootinue to supply current deajers with the products that they have supported in
a significant way i u+Z-Bay will not, however, contnue 1o supply full
svatching, full price lists, and all advertising meterials o all sccounts, a5 this has proven
to be too costly.

In reducing our costs, we will ensure that we remain competitive and sble to Supply our
dealers with the best possible home furnishings for the Canadian market.

Singm‘y.

LA-Z2-BOY CANADA {TED

Sal:s & Mll‘kcung

LA-Z-80Y CANADA LIMTED « 55 Cowmbia Stum Ensr, Waterioe, Sinlasa NIJ aN?
Busneyy: (S19) BB6-J440 Fou; ($10) 746-2930 *  Customer Servite Fax(518) 6260522
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Furniture & Appliances

Birch Hills, Bay Roberts, Nfld. Tel: (709) 786-2100 Fax: (709) 786-6403
Mailing Address: P O. Box 430, Clarke's Beach, Nfid. AQA IWO

"Nol only greal furnilure, but a great furniture slore."
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ALLAN MORGAN AND SONS LTD.
Furniture & Appliances

Birch Hills, Bay Roberts, Nild. Tel: (709) 786-2100 " Fax: (709) 786-6403
Mailing Address: P O. Box 430, Clarke's Beach, Nfld. A0A IWO

"Not only greal furniture, bul a great furniturc store."
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Sale Price
$789.99

Headboard ona full foot board
and maftress support system

04
urniture

- HOME + OFFICE

West Emplre Piaza
391 Empilre Ave.
722-6767

Eiizabeth Avo Kenmount Rd. 'lopsdi Rd.
New Cove Rd Peet Si. Columbus Dr,

722-1860 722-8530 °  364-5880 J
\_

Open to all
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La-I-Boy. One of life’s favourtie things. 1
Available at l
ISLAND FURNITURE i
LA-Z-BOY -
428 Empire Ave. 5794058 .

BATH FITTER®
'The Perfect Solution!

Beautiful new
custom-molded tubs
and walls are installed
RIGHT OVER

your existing

tub or wall

- For Information and
a Free Estimate Call

SAUN DERS

3 Monchy St., St. John's

Bhe TI2: 2090 . Caws 7I0_20%1

Digital
Camera

* Bx zoom L
* 13 Mega Pixel ™
* Memory Stick® Media

* 1412x1104 Resolution

o Selectable JPEG, TIFF, Text modes

* 320x240 Email Moda _
* |ntelfigent Flash with Red Eye reduction
* Highspeed scan auto focus

Models #tarting ats399°° WIN :’::::::
WEST END
ELECTRONICS

3 Blackmarsh Read * 579-2222 = 1-800-563-0050

Sonrs Honre: ManWod & Sat Ram 5 Uam @ Thre & F1i Ram 8- Yam
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i Dublin for the first

., Irish Week activities
ocus. Irish Week was
unteract the misrepre-
1and’s image, Evans

lebrated St. Patrick’s

Newfoundlanders and where they
;a;lns from. It was not fantasized, but

St. Patrick’s Day in Ireland is much
the same as it used to be in St. John's
when Lent was strictly observed by
both Roman Catholics and Protestants.

“We did wear a shamrock and a little

-nearly 3U years ago.

“There are similarities,” she said.
“There’s the sense of humor, a joy in
life, an ability to work hard .and play
hard, a love of words and talking and
music — all very. much a part of life,
which makes me feel very comfortable
here." . .

~ Nobody Sells
Our Quality for Less...
We Guarantee It!

Sofa’s

Starting at........ s699

~ 428 EMPIRE AVE. 579-4058

ISLAND FURNITURE
LAZ-BOY

= _HOURS: Mon-Sat 9-6pm Wed.,Thurs. & Fri 9-9pm

753-7760 today.

1 month, you get hundreds of comedy shows
1 the ‘Show-Stoppers’ Package. The free
arch 19th, so call today..

ira. Avaiiabie In St. John's and Mount Peari areas only.

0 Fax: 722-8384 cmail: showstoppers@thezone.nct

PR Cable
| Atlantic

- Weare being watched.




La-Z-Boy Canada Limited 'Leather in Motion' Event Page | of |
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For 70 years, La-Z-Boy has set its own standard, resulting in a name that's synonymous with
quality construction and comfort. Now imagine that level of comfort wrapped in soft supple leather...

Enter the 'Leather in Motion' Sweepstakes
You could drive away a winner with La-Z-boy & Ford!

Visit your local La-Z-Boy dealer and see our full line of motion furniture covered in "top grain"
leather
during our Leather in Motion event. While you're there, enter our Leather in Motion Sweepstakes
for
your chance to win one of these fabulous prizes!

s The Grand Prize. .. a new 1999 Ford Windstar with 4 doors and leather interior,
plus a

Genuine La-Z-Boy leather reclining sofa!
= 2" Prize ... a Genuine La-Z-Boy leather reclining sofa and loveseat!

« 3" Prize. .. 1 of 10 Genuine La-Z-Boy leather recliners!

PLUS...

Scratch & Win Instantly! There arc 1,000's of Instant Win prizes to bec won . . .
including

Samsonite garment bags, Swiss waiches, and more!

Our 'Leather in Motion' event runs from September 14 through November 14, 1998,
Its easy to win; odds of winning are 1 in 25. No purchase necessary.

Don't miss our on the most exciting La-Z-Boy event ever!
Click here to find the retailer closest to you!

http://www ionline.net/~lazboy/limiores.html 9/27/98



DEALER NAME

-

Manitoba

La-Z-Boy Furniture Galleries

New Brunswick

Doug Worralls

La Grange Rouge Ltée

Lounsbury Co. Lid.

Simply Fumiture
~Newfoundiand

Coleman's Furniture

Notre Dame Agency

. Notre Dame Agency
“._ Island Furniture Ltd.
Nova Scotia

J. R. Rahey Ltd.
Manorhouse Fumn. Ltd.
J. R. Rahey Lid.

Phil's Home Furniture
J. R. Rahey Ltd.

1425 Eliice Ave.

251 St. Mary's St.

RR#6 , TransCanada Hwy

1633 Mountain Rd.
19 Waterloo St.

26 Caribou Rd.
6 Duggan St.

339 Main St.
428 Empire Ave.

Church St. Ext.

600 Bedford Highway
154 Archimedes St.
9108 Commercial St.

http://www ionline.net/~lazboy/limret.html

Winnipeg, MB

Fredericton, NB
Grand Falls, NB
Moncton, NB
St. John, NB

Cormerbrook, NF

Grand Falls/Windsor,
NF

Lewisporte, NF
St. John's, NF

Antigonish, NS
Halifax, NS

New Glasgow, NS
New Minas, NS

Page 1 of |

204-783-8500

506-458-9288
506-473-3747
506-857-4385
506-657-7632

709-637-6640
709-489-6606

709-535-8691
709-579-4058

902-863-9200
902-445-3250
902-755-1966
902-681-7445

9/27/98



La-Z-Boy - Leather in Motion, Main Info Page | of |

You could
DRIVE AWAY A WINNER
with La-Z-Boy & Ford!

Visit your local La-Z-Boy dealer and see our full line of motion furniture covered in "top grain"
leather during our Leather in Motion event. While you're there, enter our Leather in Motion
Sweepstakes for your chance to win one of these fabulous prizes!

For Leather in Motion Sweepstake Prize information, simply click the buttons on the left for further
details.

* Our Leather in Motion Event runs from
September 14, 1998 through November 14, 1998

Its easy to win; odds of winning are 1 in 25. No purchase nccessary.

B Viéi_t'your nearest participating La-Z-Boy dealer for full contest details
Click here to find the nearest Canadian dealer to you

http://www ionline.net/~lazboy/limmain.html 9/27/98
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The Grand Prize . ..

A new 1999 Ford Windstar with 4 doors and leather interior,
plus a Genuine La-Z-Boy Leather Reclining Sofa!

Prize valued at over $40,000

http://www.ionline.net/~lazboy/limgrand. html 9/27/98
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ond prize . ..

A Genuine La-Z-Boy
Leather Reclining Sofa and Loveseat!

Prize valued at over $6,000

http://www ionline.net/~lazboy/limpriz2 html 9/27/98
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31 Prize . . .

Win | of 10
Genuine La-Z-Boy Leather Recliners!

Prize valued at over $1,400 each

http://www.ionline.net/~lazboy/limpriz3.html 9/27/98
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Scratch & Win Instantly! . ..

There are 1,000's of Instant Win prizes to be won...
including Samsonite garment bags, Swiss watches, and Leather in Motion Keychains!

Chances of winning are¢ 1 in 25

http://www ionline.net/~lazboy/liminst.html 9/27/98
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IS COMING TO TOWN!

.

Genuine La-Z-Boy
recliners priced
as low as

*499!

when you purchase
La-2-Boy predect.

) For 8 Bt e, ok boes 8 easonteow absoksy 40 T DIRE AV

Porfect o curl wp with en a celd winter night.

-ISLAND FURNITURE
LA-Z-BOY

[

579-4058

Hello Santa,

My name is Peter. | am 4 years old. This
Christmas I would like the game Guess Who,
Mouse Trap and a Tonka truck that men pop out
of. Thank you for all the gifts you gave me last
year. Memry Christmas to all.

Love, Peter Burton

Mount Pearl

Dear Ho Ho,

My name is Megan Ryan. I live in St. John's
Mommy and daddy say that I've been a *pretty
good” girl this year despite my being a full
fledged two year oid. Would you please bring
me a Fisher Price Little People House, a Mrs.
Potato Head, a doll stroller, a computer game
and some new clothes.

Plcase be good to my cousins: Steven, Ryan,
Allison, Peter and Kevin and all the children
who are sick or less fortunate than me. | will
leave a snack for you and your reindeer. I'm
already counting the sieeps.

Love Litle Meg

XX00

Dear Santa,

My name is Brian Evely and | am 2 years old.
Mommy is helping me write you this letter as I
am too small to write yet, but mommy and
daddy say that I have been a really good boy. 1
would like to thank you for all the wonderful
things you brought for me last year. I had a lot
of fun playing with everything. For Christmas
this year | would really like to have a tractor and
some dinkies please. | would also like some new
clothes as daddy says 1 am growing too fast.
Don’t forget my two littie cousins Megan and
Caitlin, | hear they have been really good too.
Would you piease leave something extra special
for my nanny and dada, nanny and poppy, and,
of course, my mommy and daddy too.

I'll leave something good for you to fill your
belly with on Christmas eve. See you soon,
Santa.

Love, Brian

Manuels

Dear Santa,

Thank you for all of the presents that you
brought me last year. This year 1 would like a
winter train set, flip over cars, dinkie set, tool
set, operation game, glow in the dark dinosaurs
and a dinosaur kit.

Picase bring something lo my cousins Joshua,
Nicholas, Natasha, Wally, Robbie and David.
This year Santa | have a new baby sister named
Sarah Joan. She is 100 young 10 know what she
wants, so could you plcase bring her a special

you for all the toys you brought me last year.
This year I would like a CD player, Sabrina the
Teenage Witch game, easy bake oven, doll bed,
Pikachu, Pokedex and maybe a surprise. Don't
forget my brother Brady, my sister Alexandra,
all my cousins and my friends in Grade 3 at
Dunne Academy. Have a safe trip.

Love, Kaitlin McGrath

St. Mary's

Dear Santa:

My name is Brady and 1 am 5 years old. Thanks
for all the cool toys you brought me last year. [
have tried really hard to be a good boy all year,
but it isn’t easy when you've got two sisters.
This year 1 would jike to have a Pikachu, a
speedboat, Chuckie my Talking Truck and some
surprises. Don’t forget to bring something spe-
cial for Kaitlin and Alexandra, my cousins and
all my friends in Kindergarten at Dunne
Academy. Have a safe trip.

Love, Brady McGrath

St. Mary's

Dear Santa,

My name is Alexandra and 1 am only one year
old. Thank you for all the presents you brought
last year. This year I would like to have a
Twirlin’ Tunes CD player, a Tip-n-Stack Turtle
and maybe a surprise or two. I have been a very
good girl all year, well except for the couple of
times that I tore up the newspaper and the few
times that 1 turned the TV on and off, but that
was it | was an angel the rest of the time. Please
bring something special to my sister, Kaitlin and
my brother, Brady. Don't forget all my cousins
and my friend, Joshua. Have a safe trip. -
Love, Alexandra McGrath

St. Mary's

Dear Santa, .

My name is Jenessa Murphy and I'm 2 years
oid. How are you and Mrs. Claus? | bet you
have lots of snow at the North Pole. Thank-you
for all the gifts you gave me last Christmas.
This year I would like a Dipsy Teletubby,
Dream Kitchen, Alphabet Apple, Kissy Kissy
Baby and some surprises.

Please be good to all the little boys-and girls and
please be especially good to my sister
Kimberiey and my brother Jonathon also my
two cousins Rodney and Kearsty. I'll leave some
milk and cookies by the tree with some carrots
for your reindeer.

Love your little friend

Jenessa Murphy, Conception Harbour

Dear Santa,

Dear Santa,

My name is Peter and I am aimost 4 years old. |
tried to be a good boy all year. My mommy is
writing this letter for me. This year | would like
a guitar, a drum, a remote contro} truck, and a
tarzan coloring book and some crayons. Please
be good to my little brother Shayne and to all
the other little boys and girls everywhere. 1 will
ieave a treat for you under the tree.

Love, your little friend

Peter Kavanagh

Ferry (North Side)

Dear Santa,

Hi, my name is Jennifer Gibbons, I am & ycars
old. Thank-you for all the great stuff you
brought me last year. This year could you picase
bring me: CD player, CDs, slush maker, a sur-
prise.

Please be good to my baby brother Justin and
my cousin Daniel. Good-bye for now.

Jennifer Gibbons

St. Mary's

Dear Santa,

Hi, my name is Justin Gibbons. 1 am only 11
months old. This year for my first Christmas
could you please bring me: some toys to play
with, some clothes because I grow so fast. I will
ask for more stuff next year when I'm older.
Please be good to my older sister Jennifer and
my cousin Daniel. Good-bye for now.

Love Justin Gibbons

St. Mary's )

Dear Santa,

This is what I would like for Christmas: a
mouse trap game, a labyrinth game, and pretty
petals kit.

1 know you might bring me something eise but 1
am ok with that.

Fr. Sharon Young

St. Brides *

Dear Santa Claus:

How have you been all year? I hope Mrs. Claus
and the elves are doing fine. Thanks for the gifts
you gave me last year.

‘My name is Melissa Wells and [ am 10 ycars
old. I have been a good girl all year. For
Christmas I would like Sega Dreamcast,
Pokemon CD Rom, a camera with film and
some clothes. Also could you please bring my
cat Egypt 2 mouse or something as she has been
pretty good too.

I'll leave you some milk and cookics as usunal
and hing for the reindeer in casc they are

SANTA
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September 24, 2002
V1A FACSIMILE 709-722-1763
WITHOUT PREJUDICE

McInnes Cooper

10 Fort Williamm Place
P.O. Box 5939

St. Jolm's, Newfoundland
AlC 5X4

Attention: Deborah L.J. Hutchings

Re: OurFile No. 28712

La-Z-Boy Canada Ltd. (“1.2-Z-Boy™) and Allan Morgan and Sons Limited
t/a Morgan's Furniture (“Morgan’s™)

Dear Madam:
Your letter of Septerber 4, 2002 has been forwarded 1o the writer for reply.

Although your letter attempts to set out certain facts the same are incomplets by reason of
the failure to set forth the actual circumstances surrounding the La-Z-Boy/Morgan’s relationship.

In fact they are misleading as they imply that La-Z-Boy has not been treating Morgan’s fairly
having regard to other dealers in Canada and Newfoundland. This is clearly not the case.

Accordingly we wish to advise you of certain pohcu:s that have been implemented by La-
Z-Boy across Cangda including the following:

1.  In 1998 the representative offices of La-Z-Boy across Cansda were established
with a new computer sofiware system to allow them to place orders directly thuough the system.
All orders across Canada were submitted through the representatives’® offices. This coruputer

system allowed La-Z-Boy to manage orders and ensure that all La-Z-Boy policies were followed,

2. Pror 10 the establishment of Island Fumiture, La-Z-Boy altered its distribution
policies affecting all retailers. All non-gallery dealers were supplied with catalogue pages, prir-e
sheeis and appropriate fabrics for the products they chose to carry inventory within a given
category. For example, if a dealer chose to carry ten chairs, La-Z-Buy would provide cetaloene

AN ¥ Ats - ——
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McInnes Cooper -2- September 24, 2002

pictures, price shects and chair fabrics for only those models. Prior to this amendment, if a
dealer maintained inventory of chairs, La-Z-Boy would supply him with the full charr catalogue
and full chair price list providing access to models that they chose not to carry in inventory.

3. Any retailer could apply and be considered for the gallery programn. Morgan’s did
not apply while Island Furniture did apply and became a gallery store in its area. La-Z-Boy
serves other accounts in Newfoundland provided they meet the standards and comply with the
relevant policies of La-Z-Boy. :

Morgan’s had the ability to order La-Z-Boy products within the cavegories that they were
qualified to carry. In accordance with La-Z-Boy policy Morgan’s was not entitled to sell styles
which they did not carry in inventary or supported. This policy has been consistently enforced
by Le-Z-Boy across Canada. La-Z-Boy has continuously advised Morgan’s that they could
purchase any amount of goods which it was willing to support and, in fact, Morgan’s is
responsible for the growth of their own business,

As stated in the letier of August 27, 2002 from La-Z-Boy to Morgan’s, there has been a
steady decline over the past five years in purchases by Morgan’s. In fact, up watil August 2002
Morgan’s was purchasing less than 25% of the number of La-Z-Boy products that they had
purchased in 1998. Forty-one picces (which is approximately equal (o the total volume during
the first eigbt months of the year) were ordered after delivery of the Ictter of August 27, 2002 to

Morgan’s; this amount is not commensurate with those volumes ordered prior to August 27,
2002.

‘We understand that in the last few days La-Z-Boy has been inundated with orders fromn
Morgan’s for merchandise volumes not commensurate with those ordered prior to August 27,
2002. Our client will ship the orders currently on hand, but in the future, they will not accept any
further orders unless they comply with all La-Z-Boy policies and which are in volumes
commensurate with, orders for the same product ordered prior to Angust 27, 2002.

‘We have reviewed the provisions of the Competition Act and it i our view that there is
no breach of the same. La-Z-Boy has not woduly restricted competition and, in fact, encouraged
Morgan’s to comply with its policies by maintsining inventory supporting La~Z-Boy products,

We trust the foregoing clarifies La-Z~-Boy's position in this matter and in the event you
wish to discuss this matter further please contact the writer.

Yours very truly,
WILSON WALKER 1pLP

Qulhrasy 0N, bl o L1

Jeffrey M. Slopen
Ms/Md

WWLIB:228380.4\31002-28712



TABLE A

COMPARATIVE YEARLY SALES

TAR YT

YEAR BERKLINE LA-Z-BOY PERCENTAGE
OF GROWTH
FOR LA-Z-BOY
SALES FROM
PREVIOUS YEAR
2002 $44,283 $101,088 +15%
2001 $56,870 $92,374 -46%
2000 $48,873 $171,697 -14%
1999 $15,107 $199,186 +3%
1998 $4,595 $192,581 +14%
1997 $168,888 +58%
1996 $106,955 +66%
1995 $64,465 N/A
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Headboard and full foot board
and mattress support system

o4
urniture

- HOME + OFFICE

West Empire Plaza
391 Empilre Ave.
722-6767

%699
Simontz®
pressure washer

« 27 galions per minute

+ 2300 psl

+ B-hp Honda EC engine

* Variable angle spray nozzle
« Heavy-duty cart with
10" pnematic whesis
+ 30° high-pressire hess.
39-0048-2

ERzabeth Avé. Kenmount Rd, ' Topsaii Rd.
New Cove Rd PeelSt. - Columbus Dr.

722-1860 722-8530° ° 364-5880 )
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La-I-Boy. One of fe's favourite things. I : o
Available at I
ISLAND FURNITURE "
LA-Z-BOY .
428 Empire Ave. 579-4038 -

_'I'he Perfect Solution!

~ Beautiful new

. custom-molded tubs
and walls are installed
RIGHT OVER

your existing

tub or wall

- For Information and
a Free Estimate Call

' SAUNDERS

3 Monchy St., St. John's
Bh: TIR2870 . Eave TI0.2021

"BATH FITTER®

SONY.

Digital X
Camera

* (ix z00m i
* 1.3 Mega Pixel "~
* Memory Stick® Media

* 14121104 Resolution

o Selectable JPEG, TIFF, Text modes

* 320x240 Email Mode .
* Intalligent Flash with Red Eye reduction
. ngbsmed scan auto focus

Your cho
Models starting at 399” instrumen

WEST END
ELECTRONICS

3 Blackmarsh Rosd « 579-2222 « 1-800-563-0050
Sinn Homre- Kas Wod & S21 Qam S Winm @ Thure & i bam 8- Ham




e ’ ‘ ' November 18, 2002

THe PEOPLE'S Paren | . l‘ll(:l‘()-'l‘lg(:ll .

| Subscriber Survivor There are sixtsen weekly draw prizes valued at 750 each,
| Mll win 500 a weekfor  (Open toboth Tdm:ymnbm a:: mn:ndmm
Citizen Watich

nna fill vaay * Citi . * Four $750.00 Gift Certificafes  © Tolamr Banten.

sl °"°'"°""°'°9'!mz E WEEKLY PRIZES



twin cylinder belt
drive

* 5hp :

* 135 MSX PSI

s 24 ?al. tank
58-7993.8

CITIZEN

Fraser Mail

2564599

Trinity Conception éq.

596-1255

iron, oil lubricated,

one full year

( a total of $26,000)

Roots

CANADA

Selection of
Men’s & Ladies’
Leather Jackets

We've now extended our
infant and youth, clothing

Avalon Mall
726-0750
1-866-726-0757

QS Official Outfitter

The Canadian Olympic Team
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ne Z-BOY
45400

La-1-Boy. One of life’s favourite things.

(Across from Costco)

50 Aberdeen Ave ¢ 754-3337

* Citizen Watch

* Ingersol Rand Air Compressor

* LA-Z-BOY Chair |

» Men’s Gold Link Bracelet

* A pair of three diamond Earrings .
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TABLE B
YEARLY SALES BY CATEGORY

Average 24 11 1 1 1 1 1 3 4 47
Number
of
Suppliers
Per Year
YEAR WwWOOD SOFA BERKLINE LA-Z-BOY BED LAMP CLOCK | APPLIANCE MISC. TOTAL
RECLINER RECLINER
1998 $389,516 | $358,011 $4,595 $192,581 $73,034 $4,296 $11,456 $572,818 $22.914 | $1,629,221
1999 $520,396 | $325,882 $15,107 $199,186 $67,862 | $11,250 $9,435 $848,274 $31,392 | $2,028,783
2000 | $652,313 | $424,910 $48,873 $171,697 $78,525 $4,185 $11,958 $807,967 $13,154 | $2,213,582
2001 $736,530 | $371,650 $56,870 $92,374 $61,668 $2,335 $6,436 $767,780 $26,697 | $2,122,340
2002 | $713,500 | $355,751 $44,283 $101,088 $69,950 $1,999 $17,987 $813,429 $25,983 | $2,143,970
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TABLE C

GROSS PROFITS
Average 24 11 1 1 1 1 1 3 4 47
Number
of
Suppliers
Per Year
YEAR | WOOD SOFA BERKLINE | LA-Z-BOY BED LAMP | CLOCK | APPLIANCE | MISC. | TOTAL
RECLINER | RECLINER
1998 $97,315 $98,648 $993 $57,931 $16,221 | $1,324 $3,310 $50,317 $4,974 | $331,033
1999 | $139,330 | $96,047 $4,122 $63,894 $16,076 | $3,710 $2,061 $79,558 $7,420 | $412,218
2000 $166,863 | $119,638 $12,593 $52,623 $17,991 | $1,349 $3,148 $72,412 $3,149 | $449,766
2001 $190,171 | $105,651 $14,662 $28,461 $14,231 $862 $1,725 $69,428 $6,036 | $431,227
2002 $186,882 | $102,807 $11,762 $31,800 $16,118 $871 $5,227 $74,491 $5,665 | $435,623

09 gH L



TABLE D

GROSS PROFITS - PERCENTAGE

YEAR | WOOD | SOFA | BERKLINE LA-Z-BOY BED LAMP | CLOCK | APPLIANCE | MISC. | TOTAL
RECLINER | RECLINER
1998 29% 29.8% 30% 17.50% 4.9% 4% 1% 15.2% 1.5% 100%
1999 33.80% | 23.3% 1% 15.50% 3.9% 9% 5% 19.3% 1.8% 100%
2000 37% 26.6% 2.80% 11.7% 4% 3% 7% 16.1% 7% 100%
2001 44% 24.5% 3.40% 6.6% 3.3% 2% 4% 16.1% 1.4% 100%
2002 43% 23.6% 2.70% 7.3% 3.7% 2% 1.2% 17.1% 1.3% 100%
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TABLE E

COMPARISON OF PROFIT FIGURES GENERATED
BY ALL PRODUCTS AND LA-Z-BOY PRODUCT

EXCLUSIVELY

YEAR A B C D E F G H I J

LA-Z-BOY | LA-Z-BOY B ACTUAL OPERATION | LA-Z-BOY LA-Z-BOY ESTIMATED PROJECTED I

ACTUAL ESTIMATED | AS OPERATION | PROFIT PROJECTED | ESTIMATED | LOSS PROFIT INCOME W/O AS %

SALES GROSS % PROFIT WITH NO SALES GROSS DUE TO RESTRICTIONS | OFD

PROFIT OF LA-Z-BOY PROFIT OF F | LA-Z-BOY
D SALES (D-B) RESTRICTIONS
(G-B)

2002 $101,088 $31,800 37% $85,790 $53,990 $550,030 $170,509 $138,709 $224,499 262%
2001 $92,374 $28,461 34% $84,924 $56,463 $423,100 $131,161 $102,700 $187,624 221%
2000 $171,697 $52,623 59% $88,575 $35,952 $325,462 $100,893 $48,270 $136,845 154%
1999 $199,186 $63,894 79% $81,182 $17,288 $250,355 $77,610 $13,716 $94,898 117%
1998 $192,581 357,931 89% $65,192 $7,261 $192,581 $57,931 -- $65,192 100%
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