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COLLATERAL ASSIGNMENT OF LICENSE AGREEMENT

THIS COLLATERAL ASSIGNMENT OF LICENSE AGREEMENT (this "Collateral
Assignment") has been executed and delivered as of June 9, 2000, by The X Fumirre Corp., a
California corporaticn (the "Borrower"), and The Los Angeles Community Development Bank
(Not a Comimnercial Bank) (the "Lender"), in light of the following facts:

WHEREAS, Borrower and Howard Y. Lee (aka: Yuk R. Lee) (the "Fhird Party') have
previously entered into that certain Patent License Agreement, dated as of x<re , 2000
(together with all amendments, modifications and extensions thereto, and“ubstitutions or

replacements therefor, which may from time to time be entered into between Borrower and
Lender, the "License Agreement™);

WHEREAS, Borrower and Lender have entered into that certain Commercial Security
Agreement, dated as of June 9, 2000 (together with all amendments, modifications and
extensions thereto, and substitutions or replacements therefor, which may from time to time be
entered into between Borrower and Lender, the "Security Agreement"), in order to provide
security for certain indebtedness to be governed by that certain Business Loan Agreement (Asset
Based) dated as of June 9, 2000, between Borrower and Lender (together with all amendments,
modifications and extensions thereto, and substitutions or replacements therefor, which may
from time to time be entered into between Borrower and Lender, the "Loan Agreement"”); and

WHEREAS, Borrower and Lender wish to further clarify and declare their respective
rights and obligations with regard to the License Agreement, in an instrument to be recorded
with the United States Patent and Trademark Office and eisewhere.

NOW, THEREFORE, in consideration of the facts set forth herein and for other good and
valuable consideration, the receipt and sufficiency of which are acknowledged, Borrower and
Lender hereby agree as follows:

1. As security for all Obligations (as such term is defined herein), Borrower hereby
grants a security interest in and collaterally assigns and transfers to Lender all of its now-owned
or hereafter-acquired rights and remedies with respect to the License Agreement, including,
without limitation, all of Borrower's rights and remedies with respect to the license of the patent
referred to therein.

For purposes of this Collateral Assignment, “Obligations’ means the Indebtedness (as
such term is defined in the Security Agreement) and all other obligations, debts and liabilities,
plus interest thereon, of Borrower to Lender, or any one or more of them, as well as all claims by
Lender against Borrow or any one or more of them, whether now existing or hereafter arising,
whether related or unrelated to the purpose of the Note (as such terms is defined in the Security
Agreement), whether voluntary or otherwise, whether due or not due, direct or indirect, absolute
or contingent, liquidated or unliquidated and whether Borrower may be liable individually or
Jjointly with others, whether obligated as guarantor, surety, accommodation party or otherwise,
and whether recovery upon such amounts may be or hereafter may become barred by any statue
of limitations, and whether the obligation to repay such amounts may be or hereafter may
become otherwise unenforceable.
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2. Prior to the occurrence of an Event of Default under the Loan Agreement,
Borrower will enforce all rights, privileges, and claims against Third Party under the License
Agreement diligently and in good faith.

3. Effective from and after the occurrence of an Event of Default under the Loan
Agreement, Borrower hereby irrevocably authorizes and empowers Lender or its agent, in
Lender's sole discretion, to assert, as Lender may deem proper, either directly or on behalf of
Borrower, any right, privilege, or claim that Borrower may, from time to time, have against
Third Party or any other person or entity, which right, privilege or claim arises under or from, or
otherwise relates to, the License Agreement or Borrower’s status as a licensee of the patent
licensed thereunder, and to receive and collect any and all damages, awards, and other moneys
resulting therefrom and to apply the same on account of any of the Obligations owing by
Borrower to Lender arising under or in connection with the Loan Documents. The foregoing
rights may be exercised in addition to any other rights and remedics which may be available to
Lender under applicable law, or under any other agreement.

4. Borrower hereby irrevocably makes, constitutes, and appoints Lender (and all
officers, employees or agents designated by Lender) as its true and lawful attorney (and agent-in-
fact) for the purposes of enabiing Lender or its agent to assert and collect such claims and to
apply such moneys in the manner set forth hereinabove.

S. Borrower shall keep Lender informed of all circumstances bearing upon its rights
and remedies under the License Agreement, and Borrower shall not waive, amend, alter, or
modify any of its rights or remedies under the License Agreement without the prior written
consent of Lender. Borrower hereby authorizes Lender to contact directly Third Party and any of
Third Party's agents, representatives, or authorities (including, without limitation, any
franchising representatives or authorities) with respect to Borrower's compliance with the terms
and provision of the License Agreement, including, without limitation, Borrower's obligation to
make payments due under the License Agreement.

6. This Collateral Assignment shall continue in effect until all of the Obligations of
Bormrower owing to Lender shall have been paid and discharged in full.

7. Notwithstanding the foregoing, Borrower expressly acknowledges and agrees that
it shall remain liable under the License Agrecment to observe and perform all of the conditions
and obligations therein contained that Borrower is bound to observe and perform, and that
neither this insirament, nor any action taken pursuant hereto, shall cause Lender to be under any
obligation or liability in any respect whatsoever to any party to the License Agreement or to any
other person or entity for the observance or performance of any of the representations,
warranties, conditions, covenants, agreements, or terms therein contained. :

8. This Collateral Assignment shall be binding upon the parties hereto and their
successors and assigns, and shall inure to the benefit of Lender and its successors and assigns;
provided that Borrower shall not assign its rights or obligations hereunder without Lender's prior
written consent. .
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9. Except to the extent U.S. federal law preempts, this Collateral Assignment is to be
governed by the law of the State of California, without regard to conflict of law statutes or
principles.

10. The failure by Lender to exercise any right under this Collateral Assignment shall
not operate as a waiver thereof and shall not bar Lender from continuing to exercise said rights in
the future. The terms of this Collateral Assignment are severable. If any term shall be found to
be invalid or unenforceable, it shall not affect the validity of the remaining terms. Borrower
agrees to execute any other documents and take any further action upon the request of Lender as
may be deemed necessary to effectuate the terms of this Collateral Assignment.

11. This Collateral Assignment is a supplement to the Security Agreement, and
Lender's rights and remedies, and Borrower’s obligations and waivers, under the Security
Agreement, and the interpretive principles stated in the Security Agreement, shall be applicable
hereunder. This Agreement and the Security Agreement shall be construed together as a single
agreement and in such manner as to grant Lender the greatest rights and remedies with regard to
the License Agreement. Lender's rights and remedies hereunder may be expressly modified by
amendments to the Security Agreement from time to time. Nothing in this Agreement shall be
construed to limit in any way the rights of Lender under the Security Agreement or the scope of
the definition of the term “Collateral” in the Security Agreement.

{Signature Page to Follow}
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IN WITNESS WHEREQF, the parties hereto have duly executed this Agreement as of
the date first set forth above.

“BORROWER”

The X Furniture Corp.

By: //77’77////—]/—/

Title: C 7o

By':/ ’7_/—:/—71 &;___——-\

Title: (M PP P

“LENDER”

The Los Angeles Community Development Bank
(Not a Commercial Bank)

- ﬁ//w

L FPlco

Title:
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Exhibit A
ACKNOWLEDGMENT AND CONSENT OF HOWARD LEE

The undersigned. being the Third Party named in the foregoing Collateral Assignment of
License Agreement, hereby acknowledges such assignment and consents to and agrees to all of
its terms and conditions.

In addition, the undersigned hereby represents that the License Agreement referred to in
the foregoing Collateral Assignment of License (the “License Agreement”) is in full force and
effect and that no event of default or beach under the License Agreement has occurred and is
continning. The undersigned further represents that there exists no unsatisfied condition to the
rights granted to The X Furniture Corp. (the "Borrower”) or the obligations of the undersigned
under the License Agreement. The undersigned further agrees that any notice, including, without
limitation, any notice of default, delivered to Borrower in connection with the License
Agreement shall be delivered ro Los Angeles Community Development Baok (Not a
Commercial Bank) (“Lender”) (Attention: Manager, Loan Administration), at Lender’s address
5312 $. Vermont Ave., Los Angeles, CA 90037, concurrently with the delivery of such notice to
Borrower. Notwithstanding anything to the contrary in the License Agroement, the undersigned
agrees, for good and valuable consideration, the receipt of which is acknowledged by the
undersigned, that, so long as any Obligation (as such term js defined in the foregoing Collateral
Assignment) of the undersigned or of the Borrower remains omstanding, (1) the undersigned
shall not waive, amend, alter, or modify any of bis rights or remedies under the License
Agreement without the prior written consent of the Lender, and (2), in the event of a default
under the License Agreement, the undersigned shal) not terminate the License Agreement
without first giving Lender notice of the default and an opportumry to cure the default within
sixty (60) days from the receipt of the notice.

The undersigned further acknowledges that, pursuant to the Commercial Guaranty
executed by the undersigned in favor of Lender in connection with the Loan Agreement referred
o in the foregoing Collateral Assignment of License Agreement, the undersigned’s rights against
Borrower under the License Agreement are subordinated to all of Lender’s present and future
claims against Borrower, as provided in the aforementioned Commercial Guaranty.
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