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o - - & JRITY AGREEMENT
WELLS FARGO BANK : BGHIPMENT

1. GRANT OF SECURITY INTEREST. Fur vaiuable considaration, the undersigned
Blue Magic Produces, Inc. o - . o sy of them
{*"Cabtor™), haraby grentd and tranafers to WELLS FARGO BANK, MAT!IONAL ASSOCIATION (*Bank™ &
security iIntirest in all goods. tosly, machinery, furnishings, furniturs snd othar squipment, now or at any tme
heresfter, and prior to the terminstion hereot, owned or sequired by Dabtor, wharevar loceted, whsthar in tha
posssnsion of Dabtor or anvy other parson and whathar loceted on Dabror's proparty or sisswhers. and all
impravamants, replacemants, ssckinlions and additions therste (collwctively called "Caillateral”), ogathar with
whatever i3 recelvabie or received when any of the Collatarsl or procesds.tharsot ara sold, lesred, cotected,
axchanged or otherwine disposad of, whether such dispasition s voluntary or involuntary, induding withaut
mitation, (s all sccaynes, contrset rghty. chettsl papar. instruments, documents, genersl intengitles and
rghts to payment of svery kind now or at uny time hersattei arising from sny zuch xais. lsass. coilsction,
axzhange or othet dispositon of sny of tha foregeing, (b} all righex 1o peyment, ineluding returnead aramiums.
with respect 19 any inkuyrance relstdng to sny of the foregoing. and (c) mil Fiphts to paymant with respeet to
iny cauas of acton affecting or relating to any of the toregoing (hereinefter called “Procasds™).

Z. OBLIGATIONS BECLRED. The vbligstions securad harshy sre the psymant and parformence of; [a)
all presant and futurs indebtadness of Dabnor vo Bank: (b) ail ablipstions af Dabrar ahd rigives of Bank under
this Agrssment; snd (c) wlt prezent snd futurs osbligadons af Debtor to Bank of other kinds., The werd
“Indabradnasa” ia used harein in itk Mot comprefdnsive sense and includes any and all advances, dabrs,
nbligadons snd llsbiitties of Debtor. or sny ot them, heratafors, now or hareatiar mede, lncurred or creatsad,
whiathar voluntary aor Involuntary angd howsver arising, whether dus of not dus, sbsoluts or contingent,
lgyidated or unliguidsted, detwrmined or undetermined, and whether Dekitor may be liabie Indivicuaily ar
iointiy, or whathar racovery upon such Indebiednass mey be or hereatter BECOMEs unEnfarcesble.

L TERMINATION. This Agreament will terminate upon the cerfarmance of sl obligstiony of Debtar to
Bank, Including without limitation, tha paymaent of all iIndwbtedness of Detrar 15 Menk, snd the terminatan of
sl commitmenta of Bank 1o extand credit 1o Dabtor, axisting st the tme BEnK reckivex writtsn notica from
Debtor of the terminaden of this Agresmant.

4, OBLIGATIONS OF BANK. Bunk har ne obilgation ta msks sny loens harsunder, Any monsy’
fecuived by Bank in respect of the Coifaters! may ba deposited, st Bank's option, Into & non-interest bawring
sceRnnt over which Debor snall nave ne control, end the sams shell, for ol purposes, be desmed Collstarsl
NErpuUnd e,

L REFRESENTATIONS AND WARRAMTIES. Dsbtor reprasents and warrants 1o Bank thar: (8} Dakior -
I3 the awner and hks posssasion or control of the Callstersl and Procasds; {b) Debtor has the right to grant =
amcurity irnterast in the Collsteral and Procssds: (&) sl Collatersl and Procasds are gunwine, fres ‘ram lans.
udvarss claims, zerafie. default, prepaymant, detanses and conditions precedent of any kind or charactar,
axeapt tha lisn cremted harsby or as otherwise sgreed 10 by Bank, er herstalors disciosesd by Dabtor e Bank,
in writing; {0} all szacemanta eantained harein are Tus acd complete in il Materisl respecte: L8l Ao finencing
staturnant covering sny of the Collatars) or Procaads. wnd naming sny sscursd party other then Bank, b on file
in any publie offfica; and If} Osbtor I8 Not In the business of seliing goads af the kind included within the
Coilateral sublact .toc this Agresmant. and Dwbtor acknowledgss thst no zais of mny Collatersd, including
without limitatian, sny Gollatersl which Daitor may desm to be surplus, has besn or shall bs ceswented to or
acquissced in by Bank, axcept ax specifically swt forch in writing by Bank. -

[ COVEMANTS OF GEAETON.

[{1] Debtor Agress In ganaral: i} to pay indebtadnese secursd haraby whan due: (i} to indamnby Bank
Against 8 lokses, slaimx, demands, liabilities and sxpenses of wvery kind causad by praperty subjsor herato;
{iii) to pay sl costs and axpanksd, Including reasonubis sttorneys’ faes. incurred by Bank in the perfection and
preaswrvation of the Collateral of Benk's intersst thersin andiar tha taafiration, snforcemant ant axercize of
Bank's rights, powers and ramadies hersundar: (iv) 1o parmit Bank to axersice g powers; (v} to expcute and
deliver such documeants as Gank desms necsssary to craat, parfect and contdnue the sscyrity Interasts
contemglated hereby; and {vil not ts chenge htx chist place of busineas (or persossl residence, if applicabie) or
the places whaere Ogbtor kssps 8Ny of tha Collatersl or Debtor's records concamning tes Collstaral and
Frocaeds without Hrar giving Bank writtsn notics of the sddrass to which Cabtor 3 maving asmae,

tb) Dabtor sgraey with regard 1o the Colluteral ang Procewds, unissx Bank sgrees otharwisa in writing:
(N ter ingures tha Colistersl with Bank as loss peves, in farm, aubstance ang AMBUNTE. under EgreeMants,
againet rigks and liabilitims, and with Insurance sompanias sarigtaciory 1o Bank; [l 1o opwrats the Coliaterai in
mceordance with all spplicable statutas, rules and reguistiona catating to the uss snd contral thereof, and not
to uzs the Collatsral for any wniswiul purpess of In any way thar wauld void any insurance regquirsd o be
carrisd in connection therewith: (il not 1o permit any wacurity Interest in or llen on the Collataryl or Procesds,
Including withoutr limication. lens erining fram repairs te or storage of the Collatersl. sxcept In favor of Bank:
{ivlt to pay whan dus all icenss fess, ragistration fass snd othar Shargus in connection with any Collateral: (v)
not to ramove the Collateral ra Debtor's pramises unisas the Coflatersl conaists of mobla goods s dafinad
in tha Cailifornia Uniform Commaericsl Coda, in which cess Bubtar AGradE HAt 1o rEMoVE or DMt thes remaval
ol the Collstersl from nta state of domiche for & perigd in excwss of AQ caisndar days: (vil not to sall,
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hypathacate or atherwiss ¢ w of, nor permit the transter By apaeration of faw any of iha Caolistarst ¢ =
Procesds or sny interest thav...; {vli) not to rent, lasxe or charter the Collataral; {viill to permit Bank to Anapaet.
the Colisteral at any tima; {ix| to keep, In sccordance with ganerelly aceapind acceunting prinsiples, complate
and accurate records regarding ait Collatersl and Proceeds. and 1o permit Bank to inspact the same and make
copias thereof st any reasonapla dme; (0) If requestsd by Benk, to recsive and use ressenabis diiigence 1o
collect Proceeds, in rust end s tha proparty of Bank, snd to immadiately endorae as appropriats and deliver
sueh Proceeds to Bank daily in the axsct form in which they sra received togwther with 8 .callection repart in
form satisfactory o Bank: {xi} nat to commingle Procesds or collections themunder with sther proparty: (il
a ghva only normal sllowsncas and credits snd to sdviss Bank theraof immadistely In writing if they affect any
Coliatarsl or Procesds in any macerisl respece; (X} in the svent Bank siscts to receive paymants of Procasds
horsunder, to pay sl axpsnsas incurred by Bank in connection therswith, insluding expenday of acsounting,
corraspondanca, llaexion efforts, reporting to saceaunt or contruct debtora, thing, recording, regord kesping
snd sxpansas incidental thersto; snd (xiv) to prevides any sarvice and do mny other mcte whieh may be
necessery to maintain, pressrve and protsot stl Collateral snd, s sppropriate and spplicable,. o keaep the
Collataral in good and salaabls condition end repeir, to dedl with the Collataral in sccordancs with tha
standards wnd practices adharad to generally by awners of fike property, and to kewep ail Callatersl and
Frocesdo fran and cliear of ail defensese, rights of otfast and countarsisims.

o

7. POWERE OF BANK. Dabtor appoints Bank itz trua sttermey-in-fact to parform any of the fallawing
powers, which mre couplard with an [nterest, sre irrevocabls until terminatien of this Agreament snd may ba
exprcized from time te time by Bank's officars and smpioveat, ar sny of them, whather or not Debtor & in
detfsuit: (a) te perform eny obfigation of Dabtor hersundsr in Debtor's nams or stherwise: (b} @ give natice to
steount debtom or atnara of Bank's righta in the Collsteral and Procesds, 1o shforoe the sams =nd Maks
axTansion dgresments with refpesT thurete: (c) to relsass persons lisbla on Procesds and o give recsipts and
acquittasnces snd compromiss disputas in connwction tharewith: (d) to releass sacurity; () to resort 10 aeeyrity
in any order; {f) to prepere,. saeouts, file, record or deliver netes. assignmants, schedules. designation
smatamants. fingncing  stwtwrenits.  continuation seTamants. WIMINATEA  Stetements, sTaATements of
axzigrment, spplications for registradon or tika papers 10 perfact, preserve OF retesks Bank's INCerest in the
Colisraral and Procesds: [g) T¢ receive. opsn and resd mail addrassad ta Debtor: [h) to take exgh, inFtrumenta
tor the paymant of monay and othar propsrty to which Bank I antitied: (i) o verity facts somcarning tha
Colimtarst and Procesds by Inquiry of obligors therean, or otherwise, in its own narme or & flctitious name; h to
andoram, cellsct, deflver and receive paymant under indtruments for the peyment of money canstituting or
rulating to Procseds: {k] to prepars, sdjust, sxeeuts, delver and recelve paymant under insurance cleims, and
10 enllact and recyive pryment of and sndorss any isstrument in geyment of loss or ratured premiuma or any
ather insuranes refund of tum, and 1@ apply such smourts received by Bank, ut Bank's sola opticn, tsward
repzymaent of the Indabtedness or replsoamant of the Collateral; {1} to exarcisa sl rights. powars end remadias
wihich Debtar would have. but fuf this Agresmant, with respact 1o all Colistersl and PrOCESOS Subjsst harato;
(m} to anter onto Dabtar's pramiss i inkgecting the Collateral: snd (nl 1o da sl s=tx and things snd sxacuts
wil dogumaenty in the name of Debtor or otherwias, desmed by Bank a8 necessary, propar and convenient in
SOANACTION with the prasarvation, parfectlon ar anforcemsnt af ite rights harsunsder.

B, PAYMENT OF PREMIUMS, TAXEE, CHARMGES, LIENS AND ASSESSMENTS. Dadtor sgreus to pay.
prier 1a dellnquency, sil InFurasce premiume, taxes, chgrges, Hens and asyexsments sgainst the Collataral and
Procesds, and upon the fallure of Debtor 10 dg o, Bank at ita optian mey pay any of them and shell be the
sole judge of the legality or validity thersof and the amount necexsary to discharge the smmue. Any such
peymants mads by Bank shail ba obiigetions of Cebror 1o Bank, dus arnd peyable Immedistely upon demand,
tOgether wilh iMterest AT & rate determined In sccordanca with the provisions of Sacton 1% harein, and shail
be sscursd by the Collatersl and Procesds, aubject to all terms and conditions of this Agresmant.

a. EVENTE OF DEFAULT. Th& octurrenca of any of the following shall constirute an ~“Evant of
Cofault™ undar this Agreamant: =} sny defsuit in the paymant or performance af any cbhligation, or any
dafined event of defauit. under (I} any conTaet ar Insrumant avidensing any indsbtedness. or (I} sny other
sgrmament batween sny Oebtor and Bank, inciuding without limitation any loan sgreament, reiating to or
sxacuted in connmetion with any Indabrsdnass; (bl any repraxentation or warranty made by any Dubtor harin
shmil prove to ba incarrect in any material respact when mads; {5) sny Debtor shalt 1ai) to observe or perform
any obligetion or sgresment conteined herein; (d} sny sttachmaent or lika lsvy on any property of any Dabtar:
snd (s} Bank, in good fatth, balisves any or il of the Collstaral snd/or Procesda to be In danger of misuse,
disgipation, commingling, loss, theit, damage or destruction, ar otherwiss In {scpardy or unsatisisciory In
chimrfctar ar vaius.

T MEMEDIES. Upon the oeeyrrencs of any Evant of Oafault. Bank shail have the right o decisrs
lmmenineyly dus and pavelis el or ory Indebmdnais pecuryd Lieby Bnd 1o THFMINetE NAY SOMMITMEnts 10
maks lomnk or otharwive sxtend credit to Debtor. Bank shall have all othar rights, powers,. privileges and
ramudlas granted to & aROUrSd DarTY Upon default under the Califernie Uniferm Cammerdesl Code or otharwise
provided by Jaw, Including without imitation, the right to contact all parsems obligated o Debror on any
Collatarml or Procesds snd 13 ihetruct sugh persons to daiivar ali Collateral and/or Procsscs directly to Bank,
All rights, pewers, privileges and remediss of Bank ahall be cuymulativa. No daeisy, fallurs or discontinuanzs of
Bank in axerciging eny right, powaer, privilege or remedy hersundar shell affact or operate ss & waiver of zuch
right, pewaer, privilege or remedy; nor ahall sny singlw or pertisl sxercise of ahy such rfght, powar, privilege or
remady preciude, walve or otherwise affact any othar ar further exercise theres! of Tha sxerciss of any othar
right, power, priviiaga or remedy. Any waiver, parmit, conasnt or approval of any kind by Bank of any defmult
harsunder, or sny such waeiver of eny provisioas or conditions hareod, must be in writing and shall ba effactive
anly to the sxtent set ferth in writing, [t Is agrwed that puybiic or private azies, for cash or on credit. to a
wholssalar or ratailer or Investor, ar user &f propefmy of the typas subject to this Agresmaent, of public suction,
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. urp' Wil commarcisity reason. -8 difterances in the saies pricas aend. .y remcod In the diMerant kinds of
B salys _sre ordinerily atfsst by the diftarsnces In the costs and aredit rsks of such sales.

While an Evant of Default exists: (8 Dabtor wil delivar to Bank from time to vima, &8 reguested by Bank.
currAnt lixte of all Caligtersi and Procesds; (b} Debror will nor dizpons of sy of the Collatersi or Procewas
axeafst &n terms approved by Sank;: (c) at Bank's request. Debter will assemble and delivet wit Collaters) and
Froceeds, and books snd records serteining therstq, to Benk at & fezsonably convenlent piscw dexignared by
Bank; snd id) Benk mwy, without notios 1o Dabter, sntar anto Debtor's pramises sid take poszsszion of the

Collatersi,

", DISPOSITION OF COULLATERAL AND PROCEEDRS, Upan tha vensfer of all ar any part of the
Indstrincdness, Bank may trensfer all or any part of the Coliatarsi or Procssds and shall be fuliy discharged
thereaiter from aif Habillty snd responsibiity with respeer to sny af the forsgoing so transferad, and the
rransterse shell be vestad with sl ighta and powsrs of Bank hersyndar with respect 1o ariy of tha foragoing
x0 Uanstermed; byt with respect to any Coliatersl or Procesds not so wsnsferrsd Bank shail rutaln sl rights,
cowers, privilsges and remedlas Hersin given. Any procesgs of sy disposition of any of the Collstersl or
Froceads, or any pan tharasf, may ba spplisd by Bank to the paymemt of "xXpankag inourred by Bank in
connocrion with the toregoing, including ressonabis attomeys' fess, and the balance of such procesds may be
Bppiind DY Bank toward the paymant of the Indebtedness in such oraer of spplication as Bank may from time

o time slact.

12, STATUTE OF LIMITATIONS., Untl an indebtednass xhall hava Gesn paid In full snd all
commitments by Bank t& sxtend cradit to Dabror have besn Teirninated, the power of sals and all other fghrs,
powers, privieges snd remadies grantsd tn 8afik hereunder ahwll continue to axist end may bHe sxereied by
Benk mt sany time snd from Tima 1¢ tma imespecuva of the Tact that the Indebtednass or sny part thersof may
have becoms barred by sny statute of limitations, &r that the persong liability of Dabter may have caannd,
uhless such lability shall have ceessd dus to the payment in full of mil Indebtedness ascured hargunder,

13, MISCELLANEOUS. {a) The obhlgations of D-‘htbr Sre joint and ssvarel: (b} Debrar heraby waivay
any fight (i) te requirs Bank Te maske any pressntmant or darmand, ar give sny notice of nanpayment or
nonperformancs, protast, noticsd &f protest or notice of dizhonar Hereundes, {i} to dirsct the npplication of
Raymants ar gszurity for (ndestedrness of Debror or lndebtednexs of customaers of Dabtor, or (il 1o reguite
procasdings against Sthard or to raguire exhaustion of sEcusity; and {c) Dabror haraby consents 1o extensions,
farosarances or shterstiona of the terms of indabtedners, the relasss or substngtion of nagurity, snd the
Felwase of any guarsntars; provided however, that in sach instance, Bank balieves in good faith that Tha sction
in gquastan ls commurdgially ranzonable In that it doss Rat unreasenadly incresss the dek of nonpaymant of the
indebtedness to which tha astion appliiss. Untl g Indsctednass shall have been pald in full, no Dubtor shail
have any right of subrogstion or contribution, and each Dabros heraby walves any bensfit of or rigm 1o
participats in any of the Collatarsl or Pracesds wr any other securty now or nerestier held by Benk.

14, NOTICES. ' All notices, requaste and demands required undsr this Agresmant must be in wrilng,
addreswed 1o Bank st tha addrass specifisd In ARy other loan documants sntarsd into betwasn Cabrer and
Bank mnd to Dabror w1 the wddrass of its chisf sxecutive offica |or parsonsl resldence, applicable) spacitied
below or to such other addrexs as any ARty may designata by writtan notica o ssoh other perty, and shalt be
dugrned to have been given or made a4 follows: ism) i parsonaily deliversd, updrn dalivary: (bl If sent by mall,
URpon the anrilar of the date of receipt or 3 deys after depasit in the U, S, maeil, first cisss and poxtege prapeid:
and (c] if aant by teiecopy, Upon recsipt.

18, COETY. EXPENSEE AMD ATTORNEYS' FEES, Dabtar shaill pey 1o Bank immedlatsly ypon dsmand
the full amount of sl payments, sdvencas, chargas, costs snd sxpensas, including resmonabis attormays' fees
[t include outzide counsel Twes sngd pil aliocards cos of Bank's in-houss couhsall, wxpended ar incumed by
Rank In axarcising any Hght, power, privisgs ar remady conferred by this Agresmant of in tha snforzament
thersct, whathas incurred et the trinl or sppeliste level, in en abitration pracesding ar atherwiss, snd inciuding
any of the foregoing inoutrad In connaction with any benkruptcy proceading lineluding without limitaten, sny
advalsary procassding. contasted mutter ar maotica brought by Bank or any cother parian) reisting to Dabtor or
In any wey sifacting sny of tha Collatirsl or Bank's ability 10 sxsrcize any aof it righta or ramedies with
reSpEcT therwto. All of the foregoing shall be paid by Dabtor with Jnterest from tha dats of demand until pad
in fuil At & rate per annum agual ta the oraster of ten parcent {10%) or the Prime Rate in affect from time o
tima. The “Prims Ante™ ia & base rate that Bank trem rime ta tine ewteblishes end which serves as the basig
Upon which sffective ratas of Interest are calculatad tar thoss leans moking relsrancze thereto.

18, SUCCESSDAS; ASSIGNS: AMENDMENT. This Agrescnant shall be binding upen and jnure ta the
hanefit of the heirs, sxscutors, sdminiytrators, lagal FARrRASnIAlives, SUCTESIONE Wnd acsigng of the parties,
and may ba smended ar maditied onty in writing slgnes o Bank end Oigbtor.

17, OHLIGATIONS OF MARRIED PERSONS, Any marrled parmmon who signs thix Agresment os Debtor
hardDy exprazaiy agrass that recaurss may be hed sgeinat his or her Ekparats proberty for ail his or her
Indabiadnass 15 Bane sseeyrad by thae Collsteral and Frocesds under this Agrasmaent.

18, SEVEAABILITY OF PROVISIONS. 1t any provisiss of this Agrewmant shail be heid to be prohibited
by or invalid under applicsbis law, such provision shall be ineffective only 10 the sxtent of uch prohibiton or
invalidity, without invalidating tha romalnder of Wch grovision ar sny ramalning provisions at thix Agreemant.
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18 GOVERNING L v Hip Agrasmant shall be governed
isws of tha atate of Califam, gavamed by and cona

Dabtor warrants that it chiaf executlva office (or personsi b i § {
rollowing acirees: ch:aup vy ?z’ig.m“' spplicagie) ia located at tha

Dabtor warranma thar the Collatersl (sxcapt goods In tra
I rvidirali - Q nt_m Is located or domicied at the fnllowln!

10Ol Scokes Ave.. Seackton, CA: 905 Stobas Ave., Aldgs 3 & 4, Stockton, Ch.
N WITNESE WHER : this Agreamant has bean duyly sxscuted as of Auguse 31, 1999

Sacority Agressan (0E5Y7) Fage %
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