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Attorney Docke No. 16532.031400

RECORDATION FORM COVER SHEET
FATENTS ONLY
FORM FTO-1595
(Rev. 6-93) U.S, DEPARTMENT OF COMMERCE

OME No. 0651-0011 (':IF' ‘”94-} Patent and Trademark Office

Please record the attached original documents or copy thereof.

1. WName of conveying party(ics): 2. Name and address of receiving party(ies)
Klufl, Earl 5.

i Name; Chattamn & Wells, Inc.
Addirional name(s) of conveying party(ics) attached? [ Yes No

3. Nature of conveyaoce: . Internal Address:
[ Assignment ] Merger
[ Security Agreement [ Change of Name
[ Other Streel Address: 134 Spring Street

New York, NY 10012

Additional name(s) & address(es) attached? [ Yes
E Mo

Exceution Dale: Aupust 6. 1999

4. Application pumber(s) or patent number(s):

1 this docurnent is being filed together with a new application, the exceution date of the application is

A. TFatent Application No(s): B. Patent No(s): 6223370

Additional numbers attached? [ Yes Mo

5. Name and address of party to whom correspondence G. Total number of applications and patents invelved: [ 1]
Concerning document shonld be malled:
Name: James F, Ewing 7. Total fee (37 CFR 3.41) 540,00
Address: GREEWBERG TRAURIG, LLP | Enclosed
One Internavional Flace B  The Commissioner is nuthorized to charge Deposil Account

Bostan, MA 02110 No; 50-2678, Reference No. 16532.031400.

€ The Commissioner is hereby anthorized to charge any additional fees
that may be due, or 1o credit apy averpayment 10 Deposit Account
Mo: 50-2678, Reference MNo. 16332.031400,

DO NOT USE THIS SPACE

9. Statement and signature

To the best of my kmowledge and bellef, the forega @S:jiw tre CorgetT and any attached copy is o irue copy of the original document,
4

James F., Ewing, Reg. No. 52,873

MName of Person Signing

ot 27 a0
CTU s

Signature Dute

Total number of pages including cover sheet, atachments, and document: [46]

Mail dpcuments 1o be recorded with required cover sheet information to:

MAIL STOF ASSIGNMENT RECORDATION SERVICES
Director of the U.S. Patenr and Trademark Offiee
P.0. Box 1450
Arlington, Virginia 22213-1450
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RECORDATION FORM COVER SHEET

Attorney Docket No. 16532.051400
PATENTS ONLY

U.5. DEPARTMENT OF COMMERCE
Patent nod Trademark Office
Please record the attached original documents or copy thereof.
1. Name of conveying party{ies): 2, Name and address of receiving party(ies) -
-
Klufl, Earl 5. Name: Chatam & Wells, Inc. —
Addilional name(s) of conveying party(ies) attached? [ Yes [E] Mo - = ";3'\
ibon, i =
YIg p Internal Address: '.'5.-‘; PO
3. Nature of conveyanee: o =y =
pt w1l
Assignment 1 Merger Street Address: 134 Spring Strest = - =
] Security Agrestnent [ Change of Name New York, NY 10012 rhoo “:‘3
[ Other Additional name(s) & eddress(es) attached? [ Yes o2 oo 7
] Mo ~ [x8 L "
Execution Date: :F'l‘ e e
- . ity
4. Appleation number(s) ar pateot number(s): ’L T j
If this documment is being filed together with a ncw application, the exccution date of the application is
A. Patent Application No(s):

5, Name and address of party to whom correspondence
Concerning document should be mailed:
Neme:

James F. Ewing
Address:

Additional numbers attached?

RB. Patcot No(s): 6,223,370
':'_""-_-_'_._

Oves ENo

GREENBERG TRAURIG, LLP
One International Flace
Boston, MA 02110

9. Statement and sigoature

To the best of my dmowledge and belief,

DO MOT USE THIS SPACE

6. Total number of applications and patents involved: 1)

7. Total lee (37 CFR 3.41)

$40.00
g

Enclosed

K  The Commissiner is authorized to charge Deposit Accound
No: 50-2678, Reference No, 16532.031400.
H

The Commissioner is hereby authorized to charge any additional fecs

that may be duc, or to eredit any overpayment ro Deposit Account
No: 50-2678, Reference No. 16532,031400,

James F. Ewing, Reg. No. 52,875

Name of Person Signing

Total number of pages including cover sheet, ullachments,

the foregofhg inforlnation Fw any attached capy is a trie copy of the original document.
/

d documcnt; [46]

Signatre

N cd- 16, 200 Yy

Date

Mail documents to be recorded with requircd cover sheet information to:

01 FC:8021

MAIL STOP ASSIGNMENT RECORDATION SERVICES
Dircetor af the
. [ 03/19/2004 GTOMIL 00000041 G02678. 6223370+

40!00 m

[
Arlington,

Patent and Trademark Office
. Box 1450

irginia 22213-1450
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Purchase Agrcement

This Purchase Agreement (this "Agreement") dated this 6th day of Aupust, 1999, by
and among Spring Air Partners-North America, Inc., a New Jerscy corporation ("Parent™),
Spring Air Parmers-California, Inc., 2 New Jersey corporation and wholly owned subsidiary
of Parent ("Deluxe Bedding Purchaser”) and Chattarn & Wells, Inc., a Delaware corporation
and wholly owned subsidiary of Parent ("C&W Purchaser” and, togcther with Deluxe Bedding
Purchaser, cach, a "Purchaser” and collectively "Purchasers™), on the one hand, and Earl Klufi,
personally, Earl Kluft as custadian for Michelle Kluft under the California Uniform Transfers
10 Minors Act ("Earl Kluft as Custodian for Michelle Kluft™), Earl Klaft as Custodian for
Juliamme Kiuft under the California Uniform Transfers to Minors Act ("Earl Kluft as
Custodian for Julianne Khift™), Earl Kluft as Custodian for Alexander Kluft under the
California Uniform Transfers to Minors Act ("Ear! Kluft as Custodian for Alexander Kluft™),
(each, a "Kluft Party” and collectively, the "Kluft Parties") and David M. Binke, personally
("Binke” and, together with cach of the Kluft Parties, cach 2 "Seller" and collectively, the
"Sellers"), on the other hand. The Sellers arc the owners of 100% of the issued and
outstanding shures of capital stock of Spring Air California - Dehuaxe Bedding Co., Inc., a
California corporation ("Deluxes Bedding") and al} membership interests or other evidence
representing ownership, of Chattam & Wells Mattress Company, L.L.C., a California limited
liability company ("C&W™, and, together with Deluxe Bedding, each, a "Company" and
collectively, the “Companics™).

WHEREAS, Deluxe Bedding mamrfactures, sclls and distdbutes "Spring Alir
Matiresses” and rolated products pursuant to the certain Spring Air Products Related
Companies Agregment, dated September 26, 1968, as amended between Deluxe Bedding and
the Spring Afr Company (the "Liccnse Agreement"); and

WHEREAS, C&W manufactures, sells and distributes "Chattam & Wells Mattresses”
and related products; and .

WHEREAS, Scllors wish to sell, and Purchasers wish to acquire, the businesses of the
Companies through (i) the acquisition by Dehxe Bedding Purchaser of all of the issued and
owutstanding shares of capital stock of Deluxe Bedding and (ii) the acquisition by C&W
Purchaser of all of the membership interests or other evidence representing ownership of
C&W.

NOW, THEREFORE, Parent, Purchasers and the Sellers approve and adopt this
Agreement and mutually covenant and agree with each other as follows:

12tz ars
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ARTICLE I

TERMS_OF PURCHASE AND SALE

Section 1.01 Purchase and Sale. Op the terms and subject to the conditions set
forth in this Apreement, Sellers, on the Closing Date (hereinafier defined), will sell, convey,
transfer, assign and deliver to (i) Deluxe Bedding Purchaser and Delnxe Bedding Purchaser
will purchase and acquire from each of the Sellers, free and clear of all Fncnmbrances (other
than as imposed by any agresment entersd into by the Companies at or subsequent to the
Closing with the Spring AJr Company) the number of shares of Deluxe Bedding’s common

* stock specified on Schedule 1.01, which mn the aggregate shall represent W4 of the issued

and ourstanding shares of the common stock and any other class of capital stock of Deluxe
Bedding (the "Purchased Shares™), and (i) C&W Purchaser, and C&W Porchaser will
purchase and acquire from each of the Sellers, free and clear of all Encumbrances, the
membership interests of CAW sperified on Sehedule 1.01, which in the aggregate shall
represent WillP% of the membership interests or other evidence representing ownership of
C&W (the "LLC Interests" and, together with the Purchased Shareg, the "Ownership
Interests™). The certificates represeming the Purchased Shares shall be delivered to Deluxe
Bedding Purchaser with duly execured and notarized stock powers in blank. ‘The LLC
Interests shall be transferred to C&W Purchaser through execition by the Sellers and C&W of
an assignment of membership interests in the form attached hereto as Exhibit 1.01.

Section 1.02 Retained Assets. It is expressly agreed and understood (hat the
acquisition of the Companies though the purchace of the Ovwnership Interssts shall not include
certain Retained Assets (hercinafter defined). The Retamed Assets shall be tramafcrred by the
Companies 1o the Sellers or their desighees immediztely prior w the Closing Date (heretnafter

defined). For purposes of this Agreement, NRetpined Assets" shall mean those items listed on
Schedule 1.02.

Section 1.03 Tax Pavment. Purchasers and the éompsnies agyee that the Sellers
shall b entitled to receive from the Compames, on ot before the Cloging, the aggregate sum
of SR representing a good faith estimate of all state and Federal income taxes owing by
Sellers zs a result of the taxable income, for the period of 1999 ending as of the Clasing,
which flows through to the Sellers by reason of Deluxe Bedding’s status as an S corporation
for state and Foderal income tax purposss and CEW's treatment 25 2 partnership for state and
Federal income tax purposes, less distributions previously made to the Scllers for the year
1999 (cxclusive of interest or pepalties) (the "Estimated Tax Payment). In the event Seflcrs’
tax returns for 1999, as amended, indicate that such Estimated Tax Payment was greater than
the amount required, the Sellers shall, within W (@) days after the Oling of such rennns or
any amendments thereto, refund tw the Companies such cXcess and if such returms or any
amendments thereto of any applicable taxing authority requires or demands the payment of
additional taxcs as a result of the taxable income of the Companies for the portion of 1999
prior to the Closing Date by reason of Deluxe Bedding being an § corporation and C&W
being a limited liability company and the flow-through of snch income to the sharcholders of

12182923
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Dehixe Bedding and the members of C&W, the Companies, Purchasers and the Perent, jointly
and severally, agree to pay. within @ (@) days after reczipt from the Sellers of their written
request with copies of the applicable tax refurns, amounts required to cover such taxes. Any
paymerits Tequired to be made pursuant to this Section 1.03 shall be made by wire transfer to
the bank account specified by the Sellers or Purchasers, as applicable, and (x) shall not be
subject to any of the limitations on indemnification set forth in Section 6.05 including the

Indemnification Basket (hereafter defined) and (y) shall be paid without set-off or deduction
of any kind.

 (— 4

. jasery Sechon 104

ARTICLE O

£

| y |
Bl PURCHASE PRICE

Section 2.1 Purchase Price. [Ihe aggregate purchase price for the Ownership
Inkerests shail WS Dollars
( ) (the "Purchase Price") (subjcct to adjustment as set forth in Section 2.05)

payable as follows: .-

- £,
( : (2) E _--__Dollars

) payable in cash (the "Cash Purchase Price™) at the Closing via wire-transfer
allocated amongst the Sellers as follows: L

[ o

. P
24 G Earl Kluft - : e )
25 - ;
26 (@)  Earl Kluft as Custodian for Julianne Kluft - ; S
27 . :EJ
28 (iii)  Barl Kluft as Cusiodian for Alexamder Kloft - ;
» — — -
30 {iv) Earl Kluft as Custodian for Michelle Klunft - and
31
32 (v)  David Binke - SN () .
33 ' )
34 ) oG el (SN p:y:ble in te form ofiN year
35 cubordinated notes of Parent bearing interest at the rate of (il per annum, in the form
36 attached hereto as Exhibit 2.01(b)(d} (the "Subordinated Notes") with @il @ year warramts to
37 purchase an aggregate of @l shates of Parent’s common stack 3t an exercisc price of Sl
38 per.share, in the form attached hereto as Exbibit 2.01(b)(ii) (the "Warrants™), allocaled
39 amongst the Sellers as follows:
40
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INSERT 1.04

1.04 Agsignment of Kluft Patent and Kluft Goodwill: The parties ilh\?reto
_ I i i remplated by 1S
kpowledse thar prior to the consummation of the ransacuons con 1 ]
fgreemanf Kluft Eassig::ed 0 C&W Purchaser the following: (2) the pending patent entitied
" Amnri-Roll ,Off Martress Contruction” patent application number Qa&/ 8018_30 and (b) all of
Kluft's personal good-will associated with C&W for ageregarte cash consideration of Saue
.

BLE LADOCS\2519972 1 60160 0001 0RD9r72
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INSERT 1.04

1.04 Assignment of Kluft Patent and Klnft Goodwill: The parties hereto

acknowledge that prior to the consummation of the transactions contemplated by this
Agreement, Kluft assigned to C&W Purchaser the following: (a) the pending patent entitled
"Anti-Roll Off Martress Contruction” patent application munber 08/8013830 and (b) all of
Kluit's personal good-will associated with C&W for aggregate cash consideration, of Sl
L]

BLE LADOCS\2S19972 1 60160 GODT 0R/09D9

PATENT

REEL: 015190 FRAME: 0160




_09/25/2004 11:51 FAX 6173106001 GREENEERBREG TRAURIG LLP

@oio

INSERT 1.04

1.04 Assignment of Kluft Patent and Kiufi Goodwill: Th«:a p:;r_‘}:s r]-lheireto
4t pri 1 i ntemplated by (01s
edoe that prior to the consummation of the Tansacuons CO i ]
iﬂknczgenf EK.h.l’ft}-s,u‘.s.ig:utﬂ:d t0 C&W Purchaser the |following: (a) the pending patent :llilnt;ed
"ﬁti—Roll ,fo Matiress Contruction” patent application number 08/ 8018.30 aud (b)f 0
Kluft's personal good-will associated with C&W for aggregate cash consideration of $4ll

LR LADCKCSIZE19972Z 1 60160 0001 Q270957 PATENT
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25 (c)

26 Agent unmder the Escrow Agrecrent, by bank wire transf

GREENBERBREG TRAURIG LLP

@o11

Subordinated Notes:

@  Esrl Kluft - NS

(i)  Earl Kluft as Custodian for Julianne Kheft - SIS

@if) Earl Kluft as Custodian for Alexander Kluft - SN
(v)  Earl Kluft as Custodian for Michelle Kinft - Sjii; and
(v)  David Binke - S

Warrants:

()  Earl Kluft - GEW shares;

(i)  Earl Kluft as Custodian for Julianne Khrft - i shares;
(iii) Earl Kluft as Custodian for Alexander Kluft - (i shares;
(iv) Eal Kluft as Custodian for Michelle Kluft - il shares; and
() David Binke - @ shares.

e, (R (o the account of the Escrow

on behalf of the Sellers. The

27 Escrow Agreement shall be in the form of Exhibit 2.01(c) attached hereto (the "Escrow

28 Agpreement™);

As amongst the Sellers, the Escrow Accou

30 (d) mt funds shall be alloeated as
31 follows:

32

13 ()  Earl Kinft - SOE:

34

a5 (ii)  Earl Klufi as Custodian for Julianne Kiuft - Sl

36 ‘

37 (i) Earl Kluft 2s Cuostodian for Alexander Khft - SUNEEN,

38

39 (iv)  Larl Kluft as Custodian for Michclle Kiuft - Sl and

40

41 (v} Dawvid Binke - $4J R

42

43 The Purchase Price shall be allocated between the Purchased Shaves and the LLC

44 Interests as set forth ot Schedula 2.01.

12152 o3
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Section 2.02 Closing Date, The closing of the transactions contemplated hercby (the
“Closing™) shall take place at the offices of Drinker, 3" le & Reath LLP, One Logan Square,
Philadeiphia, Peppsylvania, at 9:00 am., local time ot - date hercof. (The time and date on
which the Closing actually occurs referred to herein as (ze “Closing Date™).

Section 2.03 Transfer of Ownership Intercsts. On the Closing Date, Seliers ~hall
sell, transfer, convey, assign and deliver the Ownership Interests by delivery to Purchasers of
the deeds, stock powers, bills of sale, assignments, transfers of title and other documents of
transfer and conveyance, duly executed by the Sellcrs, as set forth in Section 2.04
(collectively, the "Transfer Docnments™).

Section 2.04 Cloging Deliveries.

A Concurrently with the execution of this Agreement, Sellers shall have delivered
10 Parent and Purchasers the following:

(@ Ceriificates representing the Purchased Shares with duly execuisd and
notarized stock powers in blank;

(b} A duly cxecuted assignment of membership imterests assigning to C&W
Purchaser 100% of the LLC Interests; '

() Secretary’s certification of Dehwxe Bedding in the form attached hersto
as Exhibit 2.04(AHe):

(d) Managing Member's certification of C&W in the form attached hereto
as Exhibit 2.04A)(d). :

(e) Written resignations effective on the Closing Date of all directors,
officers and managers of cach Company, except as otherwise designated by Purchasers;

H [intentionally Omited].

(g) A written gpinion from counsel for Sellers dated as of the Closing Dats
in the form attached herete as Exhibit 2.04(ANg);

(h) An executed copy of (he Escrow Agreement;

(i) An executed copy of a Subscription Agreement, in the form of Sxhibit
2,040 AN

G An executed copy of a leasc in the form of Exhibit 2.04(AX(]) (the
" A ffiliate Leasa™);

218023
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(k) An executed copy of each of the Employment Agreements in the form
of Exhibit 2.04(A)k): :

'8 A consent from the Spring Air Company and a termination letter
regarding the License Agreemenr in the forms of Exhibit 2.04AY DD and 204(ANL)ED;

(m) $1.100,000 pavabie as an offset to the Cash Purchase Price on payment
for the shares of Parent stock being purchased by Sellers pursuant to the Subscription

A gresment,

(n) A release of all ¢laims Sutro & Co., Incorporated ("Sutro') may have to
the date of Closing against the Companies and the directors, officers, agents and employees of
the Companies, the Sellers, Parent and Purchasers in the form attached hereto as Extubit
2.04(AXn) (which release shall also contain language releasing Sutro from any <laims against
il by the Companies and the Sellers).

(o) An execnted copy of the Pledze Agreement, In the form attached hereto
a5 Exhibit 2.04(A)o);

() An exscuted copy of the Subordination Agreement, in the form attached
hereto as Exhibit 2.04(A)Xp); and

() An executed copy of the proxics in the form attached horetoe as Exhibit
2.04(AYq).

B. Concurrently with the execution of this Agreement, Parent and Purchasers shall
have delivered w the Sellers the following:

(a) An gxecuted copy of the Escrow Agreement;

(b) An exceuted copy of the Subscription Agreement, together with
certificates representing the shares of stock of Parent being purchased thercunder (which
certificates are being delivered on behalf of the Sellers to Mellon Bank, N.A_ pursuanf to the
Pledge Agresment);

(<) An exgcuted copy of each of the Employment Agreements;

(d3 Certified copies of resolutions adopted by the Board of Dircetors of
Parent and each Purchaser approving the transactions contemplated hereby;

_ (<) A written opinion from counscl for Parent and Purchasers dared as of
the Closing Datc addressed to Sellers in the form attached hersto as Exhibit 2.04(13)(e);

12152073
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) the Subordinated Notes and Warrants (to Escrow Agent on behﬂf of
Sellers); and )

(g)  the Cash Purchass Price as provided for in Section 2.01.
Section 2.05 Post-Closing Adjnstment
(8  As provided in subsection (¢} of this Section 2.05, the Purchase Price

may be adjusted based upon the total Federal and state tax Lability to the Companits 2s a
result of the transfer of the Retained Assets conteraplated hereby (the "Retained Assets Tax

Amcunt").

(b) As spon as practicable, Purchasers shall provide the Kluft Parties with a
copy of the Companies’ tax refums which indicate the Retained Assets Tax Amount
pertaining to the Comparties, and the Kluft Parties shall provide Purchasers with a copy of the
Fluft Parties’ tax return, which indicate the Rerained Assots Tax Amount periaining to the
Kluft Parties. If within 30 days following delivery ol the foregoing, either party has not
given the other parly notice of their objection to the Retained Assets Tax Amownt, such
amnount shall be vsed for purposes of subscction (¢). 1fa potice of objection is given by
either party, then the dispute will be settled by arbitration in accordance with the procedures
set forth in Scetion 6.04.

{c) On the tenth business day following the ‘aforementioncd determination
of the Retained Assefs Tax Amnoumt, to the extent such amount excecds S, Scllcrs will
pay %4 of such excess w Purchasers; 1o the extent the Retained Assets Tax Amount is less
than SEENMM, Purchasers shall pay @l of such. differencs to the Sellers (prorata as set forth
in Section 2.01(z)). If the Retained Assets Tax Amount is between SEMERER d
no adjustment to the Purchase Price shall be made. Payment shall be in immediately
available funds. Payments to Sellers shall be made in the manner and will be allocated in the
proportions szt forth in Section 2.01 (a). Payment to Puschasers shall be made by ware
transfer to such bank account as Purchascrs shall specify. Sellers shell be jointly and
severally liahle for any payments required to be made by the Sellers under this Section 2.05.

(d) In the cvent an adjustment is made to the Retained Assets Tax Amount
as s result of a final determination made by the Internal Revenue Service or state income tax
authority, a corresponding adjustment chall be made to the amounts payzble noder
subseciion (¢). Any payments made pursuant to Section 2.05 shall be without set-off or
deduction and shall be outside of the Indemnification Basket. :

213203
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ARTICLE I

REPRESENTATIONS AND WARRANTIES

Az 2n inducement for Parent and Purchasers to enter inlo this Apreerment, the Kloft

Partics, jointly and severally, and Binke, severally and not jomtly, rr:pre.S'.Ent and warmrant to
Parent and Purchasers as follows:

Scction 3.01 Orpanization and Aathorify.

(a) Dehxe Bedding is a corporation duly organized, validly exisring and in good
standing under the laws of the State of California with all requisite corparate power and
authority to own, operate and lease its properties and to carry on its business as now bemg
conducted, and is duly gualified and in good standing in every jurisdicton in which the
property owned, leased or operated by it or the nature of the business conducted by it makes
qualification necessary, eXcept where the failure to be so qualified would not have a material
adverse effect upon the business, results of operation, financial condition, or prospects of
Deluxe Bedding and C&W, taken as a whole ("Material Adverse Effect™). The authorized
capital stock of the Company consists of (il shares of common stock, SN par valuc, of
which QIR shares of common stock are issued and outstanding. No ather shares of any
other class or series of capital stock are issued and outstanding. Deluxe Bedding has
delivered to Purchasers complete and corrcet copies of Dehixe Bedding’s Articles of

Incorporation. and all amcodments thercto to the date hereof, and the Bylaws as presently in
effect for Delwce Beddingz.

(b) The outstanding shares of capital stock of Deluxe Bedding are legally and
validly issued. fully paid and nonassessable. Deluxe Bedding has not issued and does not

B i b

have outstanding any options. warpants or convertible securities or other rights to purchase or
converl any obligation into Deluxe Badding scmmuE;{,and has not agreed to 1ssuc or sell any
additional securities,

(c) The execution and delivery of this Agrezement does not, and, the consummation
of the transactions contcmplated hereby will. not violate any provision of Deloxe Bedding’s
Arficles of Incorparation or Bylaws, or except as would not have a Material Adversc Effect or
materially interfere with the ability of the parties to copsummate the transactions contemplated
hereby, (1} violate any provisions of, or result in 1he acceleration of any obligation under, any

‘mortgage, lien, lease, agresmcnt, instrument, court order, arbitration award, judgment or

decree to which Deluxe Bedding is a party or by which it is bound and (i1) will not violate
any other restriction ol any kind or character to which it is subject,

(d) Except for this Agreement, there are no outstandiog oplions, contracts,
Interests, calls, or commitments relating tc?!’ﬁlc authorized or issucd stock of Dejuxce Bedding
ar membership interests of C&W.

-, 1o e i
. - a
R~ Lo aed \
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(=) C&W is a limited liahility company duly organized, validly exisling and in
good standing under the laws of the State of California with all requisite limited liability
company powcr and authority 10 own, operate and leasc its properties and to cary on iis
business as now being conducted, and is duly qualified and in good staodiag in every
jurisdiction in which the property owned, leased or operated by it or the nature of the business
conducted by it makes qualification necessary, except where the faiture to be so qualified
would not have a Material Adverse Effect. ll%% of the outstanding membership interests of
C&W are owned by the Sellers. No other ownership interests of C&W are issued and
ontstanding. C&W has delivered to Purchasers complete and correct copies of C&W's
10 Articles of Organization and Operating Agreement and all amendments thereto to the date

O o9~ L e b

11 hereof.

12 .

13 (H The outstanding evidences of ownership of C&W are legally and validly
14 issued and fully paid. C&W has not issued and does not have outstanding any oplons

[5 warrants or convertible securities or other rights lo purchase or convert any obligation into

16 ownership imterests of C&W and has not agreed to issue or sell any additional ownership
17 intcrests excepl for the purchase rights held by the Sellers and C&W as set forth in the Ca&awW
18 Opcrating Apreement .

19 -
20 £ (g'ﬁ The execution and delivery of this Agreement does not, and, the
21 consummation of the transactions contemplated hereby will not violate any provision of

22 CE&W's Articles of Organization or Operating Agrecinenl, OrgXeept as would not have a
23 Material Adverse Effect or materially interferc with the ability of the parties 10 consurmrate
24 the transactions contermplated hereby, (i) violate any provisions of, or result in (he acceleration

25 of any obligation under, any morigage, lien, lease, agreement, instrument, court vrder,

26 arbitration award, judgment or decree to which C&W is a party ar by which it is bound and
27 (ii) will not violate any other restriction of any kind or character ta which it is subject.

28

29 (h) Deluxe Bedding has been, and, until the Closing shall continue to qualify as, mm

30 S corporation for Federal and California tax purposes. Sinee its inception, C&W has beemn,
31 and, until the Ciosing shall continue to be treated as a parmersbip for Federal and California
32 X purposes.

34 Section 3.02 Ownmership of Stock and LLC Interests. At the Closing, each Seller
35 will be the record, bencficial and lawful owner and holder of the number of fully paid and
36 nonassessable shares of commaon stock of Deluxe Bedding, and such certificates of

37 membership or pardcipation or other evidence representing ownership of C&W as, in cach
38 case are listed in Schedule 1.01. Op the Closing Date, Purchaser will acquire tite to s of
39 the sharcs of capilal stock of Detuxe Bedding and W% of the certificatcs of membership or
44 participation or uther cvidence represenring owncrship of C&W fres and clear of all

41 Encumbrances, charges and assessment; of every namre and subject to no restrictions with
42 - 7cspect to transferability except for restrictions imposed by applicable state and Federal

43 seenrities laws,and, with respect to the Purchascd Shares, by the License Agresment. Each
44 Seller will on/the Closing Date, have full power and enthority to assign and transfer their
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interests in the Purchased Shares and the LLC Interests in accordancs with the terms of this
Agreement. The shares of common stock of Deluxe Bedding and C&W Interests held by
cach Kluft Party (other than Earl Klufi) is custodial praperty over which Kluft is cnstodian;
Kluft has the authonty to transfer such shares and ipterests.

Section 3.03 No Subsidiarjes. Except as set forth in Schedule 3.03, as of the
Closing, and after taking into account the uansfer by the Sellers of the Retained Assets,
neither of the Companies will own, directly or indirectly, amy capital or other equity seenrities
of any corporation or have any direct or indirect equity or dwnership interest in any
partnership, joint venture or ather business.

Section 3.04 Poawer and Anthority: Effect of Agreement; No Vialztion,

(a) The execution, delivery, and performance by each Selier of this Agreement and
the Seller Ancillary Documents and the consummation by each Seller of the transactions
contcmplated hereunder and thereumder have been duly authorized by all necessary action on
the part of suck Seller. Each Seller has full legal capacity, power and authority to executs,
deliver and perform this Agreement and the Seller Ancillary Documents contemplated hereby
and to consummate the fransactions contemplated hereby and thereby. On the Closing Date,
each Seller will have the full right, power and awthority to sell, assign, transfer and deliver the
Ownership Interests as provided in this Apreement. This Agrecsenc has been, and the Seller
Party Ancillary Documents, when executed, will be, duly cxccuied and delivered by each
Seller and constitates, or when executed, will constitinte, as the case may be, the valid and
binding obligations of each Seller, enforceable against cack Seller in accordance with their
respective terms, subject to applicable bankruptey, fravdulent conveyance, insolvency,
Teorganization, moratorium and similar laws now or hereafier in effect rclating to or affecting
credilors’ rights and remedies generally and to general principles of equity.

(b)  Neither the execution, delivery and performance of this Agresment and the
Seller Ancillary Documents by each Seller, nor the consummation of any of the transactions
provided for hereby and thereby, nor compliance with or fulfillment of the terms, conditions
and provisions hereof or thereof, will violate or conflict with any Legal Requirement to which
any Seller is subject to or bound.

Section 3.05 Financial Statements. Schedule 3.05 contains: (i) the combined
balance sheets (the "Aundited Batance Sheets™ of Deluxe Bedding and C&W at December 26,
1998, together with related statements of income and retained earnings and cash flows for the
year ended December 26, 1998, which have been andited by Black, Plant, Eisner, Florito &
Belak-Berger; and (ii) the combined balanee sheets (the "Unaudited Balance Sheets™) of
Deluxe Bedding and C&EW at June 26, 1999, wgether with related statements of income and
retained eamnings and cash flows for the six months cnded une 26, 1999 (the "Intetim
Financial Statements™). The financial statements referred to in clauses (1) and (ii) of the
preceding sentence are herein referred to eollectively as the "Financial Statements,” and have
been prepared from the books and records of sach of the Companies in accordance with
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generally accepted accommting, principles applied on a basis consistcut with prior periods,
except as explained in any notes to the Fipaneial Statements subject, in the case of the Interim
Financial Statements, 1o normal recurring year-cnd adjustments and the absence of notes (that
if presented would not differ materially from those included in the Audited Bulance Shects).
The Financial Statements:

(i) fairly present in &il material respects the financial position, asssts, and
liabilities, as the case may be, of the Companies as-of December 26, 1998 and June 26, 1999,

(ii) fairly present in all material respects the results of the operations of each
of the Companjes for the periods covered thersby; and

(iil) contain or reflect zll necessary adjustments so as to fairly prescnt true and
complete statements of the financial conditions and results of operations of cach of the
Companies for the respective periods then ended in all material respects (subject, in the case
of the [nlerim Financizl Statements, to pormal recnrring year-end adjustrents and the absence
of potes (that if presented would not differ matenially from those included in the Audited
Balance Sheets)). .

Section 3.06 Absence of Certain Changes

(a) Except as set farth on Schedule 3.06(a), since June 26, 1999 (the "Balance
Sheet Drate™) there has begn:

(1) Do material adverse change in the assets, propertied, business, results of
operations, liabilitics or condition (financial or otherwise) (collectvely, referred to hersin as
the "Business Conditton") of the Corppanies, except for changes in the Ordinary Course of
Business; and .

(i) mo damage (ardinary wear and tear excepted), destruction, loss or claim
affecting any tapgible assets (whether or not covered by insurance) or condemnation or other
taking which adversely affects the Business Condition of the Companies and none of the
foregoing has expericnced any material shortage, cessation or intenmption of raw matcrials,
supplies, or other services required to cenduct its business or operations;

(il) mo change in the compensation parttern of either of the Companies as
established in preceding years, nor any material increase in the compensation payable or to
become payable to any of their officers, directors, employees or agents;

(iv) no labor dispute or disturbance, litigation, event or condition of any
character, which could reasonably be expecied io have a Matenial Adverse Effect; or

: (v)  no distribution to any shareholder of Deluxe Bedding or member of
Ca&W. .
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(b)  Except (%) as set forth in Schedule 3.06(b), () for the wansfer by the
Companics of the Retained Assets and (z) ag otherwise contemplated by this Agreerment sincs
the Balance Sheet Date, each of the Companies has conducted its business in the Ordinary
Course of Business, and, subject to the foregoing, neither of the Corapanies has, except in the
Ordinary Course of Business:

(D) incurred any Hability or made any expenditurs, other than such as which
individuaily do not exceed SEME, or created, mcurred, assumed or guaramteed any
indebtedness for borrowed money or entered into any capitalizad leases:

_ (it} made or suffered any amendment or termination of any agresment to
which it is or was a party or beneficiary or by which it is or was bound, canceled, modified
or waived any debts owed 1o aor claims held by it (including the setlement of any elaims or
liigation), or waived any substamntial right; :

(iil) sold, transferred, distribuied, leased or otherwise disposed of or
mortgaged, pledged or imposed or suffered to be imposed any Encumbrance on, any of its
properties OT assets.

(iv) materially delayed payment of any -account payable or other liability
beyond its due date or the daie when such ligbility would have been paid in the ordinary
eourse of its business consistent with past practices:

(v) sold, assigned or transferred any petents, irzdemarks, trade tiames,
copyrights, trade secrets or other intangiblc asscts owned er held by cither of the Companies;

(vi) extended credit or permitted any change in its credit practices, its methoxd
of accounting or accounting practice, or its methads of mainraining its books, accounts or
business records:

(vil) merged, consolidated, liquidated or reorganized (it being agreed that any
of the forepoing actions would ot be in the Ordinary Course of Business):

(v1il) amended its Articles of Incorperation or By-laws (with respect to Deluxe
Beddmg) or its Articles of Organization or Operating Agreement (with respect to C&W) (it
being egreed that any of the foregoing actions would not be in the Ordinary Courze of
Business); or

(ix) other than as specifically conternplated by this Agresment, agreed ot
committed Lo do, or autherized or approved any action looking to, any of the foregoing.

Section 3.07 No Undiyclosed Liabilities. Except as set forth on Schedule 3.07,
except as would not have a Matevial Adverse Effect, and except as sct forth in Schedules
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1 3.06(a) and 3.06(b), to the Imowledge of any of Earl Kluft, David Binke or lan Wilcox,

2 neither of the Companies has any liabilibes cxcept:

3

4 (i) those liabilities set forth on the Unaudited Balance Sheets and not

5 heretofore paid or discharged; or ‘

6

7 (i) liabilities of the same naturr as those set forth on the Unauditcd Balance

8 Sheet in the Ordinary Course of Business after June 30, 1999.

9
10 Section 3.08 Title fo and Condition of Properties and Assets Except for Permitted
11 Encumbrances and as set forth on Schedule 3.08(a):
12
13 (2)  each of the Companjes has good and marketable title o its assets free and clear
14 of any and all Encumbrances; '
15 _
16 () The assets of the Companies include all assets used by each of the Companies in
17 copnection with its respective business and which are neccssary for the conduct of its

18 respective business as currently conducted. Each of the Companies has the sole and exclusive
19 right to the use of all assets owned, leased or operated by it, including all items of persooal
20 property (including, without limitation, all machinery, equipment, vehicles, tractors and

21 trailers), subject to the rights of licensors or lessors.
22
23 () (i) All assets and their uses conform in all material respects with applicable

24 Lcgal Requirements (including without limitation, all electrical. building, zoping,

5 environmental and occupational safety and health requirements); and (if) no notice of any

26 existing violation of any matters referred to in ¢lause (i) above relating to such assels or th: -
27 use has been received by zny of the Companies or any Seller. To the best knowledge of

28 either of the Companies or any of the Sellers, the Companies and the Sellers have each taken
29 all rezsonable action necessary 10 protect the computer system of cach Company from any

30 problems related to the advent of the Year 2041, other than problems which, ndividually or
31 in the aggregate, would not have a Material Adverse Effect. .

33 Section 3.09 Tangible Personal Property. All of the machinery, equipment,
34 vehicles, tractors, trailers and other tangible personal property set forth on Schedule 3.09, will
35 be, as of the Closing Date, owned or leased by either of the Companies.

36
37 Section 3.10 Tax Mattery. Except as set forth in Schedule 3.10¢a),
38 .
19 (2) All Federal, state, local and other 12X retuns and reporls required to be filed by
Al ar on behalf cach of the Companies priar to the Closing have been, or will be, timely filed,
| 41 and such returns, reports and declarations as so filed are, or will be when so filed, complote
: 42 and accurntz and disclosc all taxes required to be paid for the periods covered thereby: no
' 3 extension of time in which 1o file any such returns, reports and declarations s in effect.
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Except as set forth in Schedule 3.1((a), no adjustments relating to such returns, reports and
declarations bave been proposed by any Governmental Body. '

(b)  Except as set forth in Schedule 3.10(b), 2l taxes of every nature and any
deficiency assessments, penalties and interest for which either of the Cornpanies is Hable
relating to any period ending prior to the Closing which are dur prior ta the Closing shall
have been paid as of the Closing. All taxes, including cstimated taxes, for which either of the
Companies 1s liable for periods begimning before and ending on ar after the Closing have been
paid as required by law in a tirely manner or, if not yet due and payahle, have been properly
acciued for.

(c) Except as set forth in Schednle 3.10(c), all taxes and other assessments and
levies which either of the Companies is required by law to withhold or to collect for payment
have been duly withheld and collected, and have been paid when due to the proper
Governmental Body. There are no tax liens on any property of either of the Companies.

(d)  Nooc of the Companies nor any of the Sellers has becnt advised in, writing by

- any Governmental Body of any issue or question relating to any return, report or declaration

that could result in the assertion of any deficiency for any Federal, state, local or other tax, or
interest or penalties in conncetion therewith. None of the Compantes nor any of the Sellers
has (i) agreed to, nor is bound by, any extension or waiver of the stanne of limitations
relating to the assessment or collection of any tax or (i) incirred any tax Liability .except in
the Orditacy Course of Business or liabilitics for interest or penaltties with respeet to the
foregoing. Faxccpt as set forth in Schedule 3.10(d), ncither of the Companies is part of any
consolidated, combined or unitary group for Faderal or state income tax purposcs.

(e) Attached heretn as Schedule 3.10(e) are e and complete copies of all Federl,
state and local income tax returns filed by the Companies for their taxable vears cnded
December 31, 1997 and [996.

Section 3.11 Governmental Permits. Each of the Companies awns, holds or
possesses all governmental licenses, franchises, permits, zoning permits, privileges,
immunitics, approvals, registrations, easements, riphts and other authorizatioms which arc
necessary 1o entitle it to own, lease, operate and nse its assets and properties and to carry on
and eonduct its business as currently conducted in all Taterial respects ("Permits™)(provided
that, with respect to foreign qualifications, except where the failure to be so qualified would
not have a Material Adverse Effect). All acts required of each of the Companies have been
taken and, to the Sellers’ knowledge, all reports and returns required to be filed by them with
any governmenial agency have been filed to enable them to conduct their respective
busincsses as currently conducted. Each of the Companies are in substantizl compliance with
all, aud have no written natice of any clairacd violation of any, applicable Federal, stare,
county and local laws, ordinances or regulations. '
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Section 3.12 Persopal Property Leascs. Schedule 3.12 contains 2 [ist of each lease,
other agreement or right whether written or oral (including in cach ease the parties, the apnual
rent, the expiration date thercof and a brief description of the property covered), under which
either of the Companies iz jessce of, or holds or operates, any machinery, equipment, vehicle
ar other tangible personal property owned by a third party. Each leass described in Schedule

" 3:12 is in full force and effect; neither of the Companies has received writlen notice, or has

knowledge of any defaults by either of the Compantes or any other party to any such leage;
and peither of the Companies nor any af the Sellers has knowledge of the occurrence of any
event which, but for the passage of time, would constitute a default thereunder by cither of
the Companies. Each of the Companies has good title and right to the interest in the property
end assets leascd thersby, Each of the Companics enjoys peaceful and undisturbed possession
under all leascs necessary for the operation of its respective properties and business.

Section 3.13 Intellectnal Property. Schedule 3.13 containg z Jist and brief
description of: '

- (D all United States and foreign patents and patent applications, all United
States, state and (oreign trademarks, service marks, trade names and copyrights for which
registrations have been issued or applied for, and all other Unirad States, state and foreign
tradewarks, service marks, trade names and copyrights owned or used by either of the
Companies or in which any of the foregoing holds any right, license or interest (callectively,
the "Intcllectual Property Rights"), showing in each casc the product, device, process, service,
business or publication covered, thercby, the registered or other owner, the [egistration or
application date, as applicable, the expiration date and the registation number, if any:

: (i) all agresments, contracts, licenses, commitments, assipnments and
Indemnities relating or pertaining 1o any Intellectual Property Rights; and

(ifi) all registered, assemed or fictitious narnes under which either of the
Companies are conducting its busincss.

Section 3.14 Accounts Receivable.

(a) Scheduole 3.14 sets forth a true, and complete list of all of the accounts
receivable of each of the Companies as of June 26, 1999 (the "Account Receivabie™, which
list sets forth the aging of such Accounts Receivable. Except as set forth in Schedule 3.14,
all such Accounts Reccivable (i) have arisen from bona fide transactions, (i) constitute only
valid claims which, subject to AEEregate reserves set forth on Schedule 3.14, are not subject to
valid counterclaims or set-offs and (131) arz collectable within @ days, or, with respect to
receivables from department stores, @ days.

(b) The allowance for collection losses an the Audited Balance Shect wag
determined in accordance with gencrally accepted accounting principles consistent with past
practice. Since the Balance Sheet Date:

1Z1R-2 (X9
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(D to the knowledpe of either of the Companies or any of the Sellers, no
event has occurred that would require a material increase in the aggregate roserves for
uncollectible Accounts Receivable; and

(i)  there has bezn no material adverse change in the composition of such
Accounts Reczivable in tenms of aging.

)] The parties acknowledge and agree that Parent’s and Purchasers’ dghts under
this Apreement with respect to claims relating to the Companies’ failure to collect Accounts
Recervables in exisience as of the Closing Date shall be subject to there being no material

change in either of the Companies” standard collection policies as in effect on the Clasing
Date. .

(d) The partes acknowledge and agree that, notwithstanding any other provisions
in this Agreement to the contrary, if and to the extent any- Indemnifiable Purchaser Claims (as
defined) are paid by the Sellers as a result of a fajlure by the Companics to coliect any
Accounts Receivables as required by Section 3.14(c) ("Uncollceted Reccivables™), and,
subsequent o such payment by the Sellers, funds are collected by the Companies with respect
to all or a portion of the Uncollected Receivables, the Purchasers shall refund to the Sellers
the mmount so coliected (nst of costs of collection) (up 1o the amount of the [ndepanifiable
Purchaser Claims paid by the Sellers with respect to such Uncollected Recaivables) by
renmnmg funds to the Escrow Account, increasing the amount due on the Subordinated Note,
of reissuing shares of common stock of the Parent, (the manner of such refund to correspond
to the mamner in which the Indemnifiable Purchaser Claim was ofiginally paid).

" Sectianp 3.15 Inventory. Except as st forth in Schedule 3.15 or as reserved for on
the Unaudited Balancs Shoets, all of cach of the Companies’ inventory of finished goods is in
good, merchantablc and useable condition, saleable at the ustal matkups (provided that such
sales are made in accordance with past practices as sct forth iIn Schedule 3.15) and other than
with respect to sales of inventory occurring in the Ordinary Course of Business since the
Balance Sheet Date, 1s reflecied in the Andited Balance Sheet in accordance with generally
accepted accounting principles.

Section 3.16 Emplayees. At June 26, 1999, the Companies employed approximately
164 persons.

Section 3.17 Emplovee Relations.

@) Each of the Companies has complied with all matenal applicable Legal
Requirements relating to wages, hours, discrimination in cmployment, and other employment
matters and neither is liable for any arrears of wages or any taxes or penalties for failwe to
comply with any of the foregoing.
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(b) Except as set forth in Schedule 3.17(b). neither of the Companies is a party to
any collective bargaining agresments. The Purchasers agree to assume and abidc by the
applicable collective bargaining agreements as set forth in Schedule 3.17(b), and to contime
such agreements in full force and effcct until such time as they cxpire and/or are renegotiated,

{e) The Purchasers covenant and sgree that they intend to coptinue cugent
operstions of the Companies, the same terms apd conditions of employment for all union-
represented employees, and operations of the Companies at their current locations, in each
case as required by the terms of the applicable collective bargaining agresments or by amy
applicable Legal Requirements. In addition, Purchasers currently intend to retain all non-
umon employees (except 10 the extent such employees are fired for cause) and to retain all
unton employses employed by the Companies as of the Closing (except to the extent such
employees are fired for cause, as defined under the applicable collection bargaining
agrecinent).

(d) Execept as sct forth in Schedule 3.17(c), there exist no writter or oral employment,
consulting, severancs or indemnification agreetnents that would give any person the right to
receive any payment from either of the Companies as a result of this Agresrnent or the
consummation of the tansactions contemplated hereby.

(e) Schedule 3.17(d) conlains a complete list of (1) each “employes pension
benefit plan" ("Business Pension Plans™); (ii) each "employee welfare benefit plan” ("Business
Welfare Plans™), as such terms arc defined in Section 3 of the Employes Retirernent [ncome
Security Act of 1974, as amended ("ERISA"), including plans otherwise excluded from the
operation of ERISA by Section 4(b)(4) or 4(b)(5) thercof, maintained or contributed to by
either of the Companies for or on behalf of employees, or to which any employes contributes
on aceount of his employment (such Business Pension Plans and Business Welfare Plans
collectively referved to as "Business Plans™); and (iii) each plan, salary practicc or
armangement, including bonus, incentive compensation, stock option, stock purchase, unit
option, unit purchase, sick pay, vacation pay, severance pay or other fringe bencfit plan or
program, Whether formal or informal, which is not a Business Plan, which is applicable o any
employee {such plans, salary practices and arrangements collcctively referred to as “Business
Benefil Arrangements™). Each of the Companics has fiurnished to Purchascts copies of all

Business Plans and of all material documents relating to Business Plans or Business Benefit
Arrangements,

() To he knowledge of any of the Sellers, each Business Plan is in compliance
with the provisions of ERISA (if applicable), the applicable provisions of the Internal
Revenuc Code of 1986, as amended (the "Code"}, and all other applicable laws., To the
knowledge of any of the Sellers, no Business Plan, no trust created under any Business Plan,
and no tustee or administrator thereof has engaged ip a transaction which might subject either
af the Companies or any of the Subsidiaries to the tax or penalty on prohibited bansactions
imposed by Section 4975 of the Code or to a4 civil penalty imposed by Section 502 of ERISA.
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(8  To the knowledge of any of the Sellers, no Business Plan subject to Title [V of
ERISA (other than “multi-employer plans” (as defined in Section 3 (37) of ERISA)) has been
completely or partially terminated nor has there been a "reportable event," as such term is

defined in Section 4043(b) of ERISA, with respect to any such plan, except as may eccur as a
result of this Agreement.

(k) Except as set forth in Schedule 3.17(h), neither Company contributes to any
plar which is a "multi-employer plan” as defined in Section 3(37) of ERISA.

(1) Neither of the Companies maintains or contributes to atty plan which is subject
to-Section-404A of the Code for or on behalf of jts employees.

Section 3.13 Emplovec Health Plan, Set forth in Schedule 3,18 is a true and

complete summary of each of the Companies’ health plans for their emplayecs.

Section 3.19 Contracts. Except for (i) the License Agreememnt, (ii) the Affiliate
Lcase, (jii) as set forth in Schedule 3.19 or (iv) otherwise as set forth specifically in any other
Section or Schedule hereto, neither of the Companies is a party to or bound by:

(@  any contract for the purchase, sale or lease of Teal property or any option to
purchase or sell real propecty or any management contract relating to real property:

(b)  except for agreements entcred inio in the Ordinary Course of Business, any
agreement which (1) is not terminable by it withowt payment or penalty upon @8 days’ (or
less) natice, or (i) relatss to amounts exce=ding SR

(c) any agreement made with an Affiliate:

(d) any joint venture, partership or other arrgnpgement wvalving a sharing of the
profits of either of the Companies:

(e} any agrecmenl pursuant to which a rebate, discount, bonne, commission or

.other payment with respect to the sale of any of its products will be payable or required after

the Closing;

(D any guarantee of the obligations of any of its customers, suppliers, officers,
directors, employees or Affiliates or others;

() except as set forth in Schedule 3.15, any consignment, distributor (other than
distributor contracts termipable by it without payment or penalty upon @ days™ (or less)
notice) dealer, manufacturer’s representative, sales agency, advertising representative or public
Tclations contrace;

12182013
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(h) any agreement limiting its ability to engage in any business or in any
geographic area or during any period of time; or

()} any confidentiality agreement related to its products (other than this
Agresment) pursuant 1o which it or any of the Sellers is prohibited from disclosing any
confidential information with respect to such products.

Section 3.20 No Vialation, Litigation or Regulatory Action. Except as set forth in
Schedule 3.20: '

(a) Other than custamer complaints in the Ordinary Course of Business and other
than notices served by any non-Governmental Bady with respect to matters that have been
resolved, no written potice has bemn served upon cither of the Companies or any of the Sellers
by any Person of any violation of any Lcgal Requirement within the past three years.

() There are no lawsuits, claims, suits or proceedings pending or, o the
knowledge of any of the Sellers, threatened in writing against either of the Companies and
there are no actions, suits or proceedings pending in which either of the Companies is the
plaintff or claimant.

{c) There are no legal, administrative or ether proceedings, product liability or
other claims, judgments or Injunctions ar, 1o the knowledge of either of the Companies ar any
of the Sellers, investigations or inguiries, pending or vutstanding or, 'to the best knowledge of
any of the Sellers, threatened In writing against or involviog cither of the Companies, o any
of their respective assets, properties, or operations, or which questions the legality or propriety
of the transactions contemplated by this Agreement or which sceks to prevent or materially
delay the transacfions contemplated by this Agreement.

- (d) Except for the transactions contemplated by this Agrezment, neither of the
Companies nor any of the Sellers has taken any acition that would require notfication oi the
umion or employees of either of the Companies pursuant to the provisions of the WARN Act
or that would canse either of the Companies to have any liability thereunder.

(e) There are no injunckons, orders, awards or decrees of any Governmental Body
currently in elfect against either of the Companies.

Section 3.21 Insmrance. Schedule 3.21 sets forth information (including nature of
coverage,. limits, deductibles and premiums) pertaining to all policies or binders of fire,
casuaily, liability, burglary, fidelity, workers’ compensation, vehicular, health, life and other
insurartce meintained, owned or held by each of the Companies on the datc hereof ("Insurance
Policies™). Truec, correct and complete copies of cach such policy or binder have previously
been delivered to Purchasers (including without limitation. copics of all written amendments,
supplements and other modifications thereto or waivers of rights thereonder). Such Insurance
Policies are valid and enforceable and ju full force and effect as of the date hereaf. The
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product liability and personal injury insorance maintained by each of the Companies provide
coverage on an occurence basis for the three year period prior to the Closing. Neither of the
Compsnies nor any of the Sellers has received notice of cancellation or non-renewal of any
Insurance Policy. All premiums which are due and payable under any Insurance Policies have
bezn duly paid.

Section 3.22 Environmenta] Protection. Fxcept as set forth in Schedule 3.92-

(a) The operations of each of the Companies comply n all matedal respects with
all applicable Environmental Laws;

(b) Each of the Companies has obtained, or has taken appropiriate sleps as required
by Euvironmental Laws to obtain, all environmental, health and safety Permits necassary for
its respective operatiops, and all such Permits are in good standing and each of the Companies

is currently in compliance with all terms and conditions of their respective Permits;

{c) Nane of the Companies’ Primary Facilities or operations are and, to the
knowlcdge of either of the Companies or any of the Sellers, none of the Campantes” .
Secondary Facilities arc, subject to any judicial or administrative proceeding, order, judgment,
decree or settlement addressing (f) violation of any Environmental Law or (1) any Remedial
Action; :

(d) During the past@ years, neither of the Companies nor any of the Scllers has
received any written motice of any claims or Habilities arising from the Release of a
Comtaminant into the covironment, or claims, natices or requests for information with respect

o any alleged violation of any Environmental Law or notices regarding potential Hability
under any Environmental Iaw;

(e) Neither of the Companies is the owner or operator of any Facility which:

(1) has any on-site generation, treatment, recycling, slorage or disposal of any
"hazardous waste", as that term is defined under 40 C.F.R. Part 261 or any state equivalent; or

(11)" has any landfill,

(it being understood that, as relating to any Secondary Facility, the represcritations tnade in
this Section 3.22 when based upon "kmowledge” of either of the Corapanies or any of the
Sellers, arc based upon the actual knowledge of Binke, Kluft or Ian Wileox, after telephonic
inquiry to the owner or operator of such Secondary Facility);

() No environmental Encumbrance has attached to any Primary Facility and, to
the knowledge of either uf the Companies or any of the Sellers, no environmental
Encumbrance has aitached to any Secondary Facility;

1ZILzom
20

PATENT
23 REEL: 015190 FRAME: 0178



09-28/2004 11:58% FAX 6173108001 GREENBERBREG TRAURIG LLP Ao2s

—
O 06 <] g Db b e

LI L BB B X I S ST
AhfaLULUBHHE RN R I GRE RS

(m To the knowledge of any of the Sellers, (i) there have been no Releases of any
Comtaminants to the environment in reportable quantities by either of the Companics and (ii)
neither of the Companies has any liability in connection with any Relcase of any Contaminant
into the environment:

(h) Netther of the Companies’ Facilies are listed on the Mational Prioritics List
pursuant 10 CERCLA or on the Comprehensive Environmental Response Compensation
Liability Information Systern List or any simular state list of sites requiring Remedizl Action:

Q) To the knowledge of either of the Compantes or any of the Sellers, there is not
now and, to the knowledge of any of the Sellers, has not been at any time in the past any
underground storage tank or pipeline at any Primary Facility or, when wtihzed, leased or
owned by the Company, any Former Primary Facility wherc the mstallation, use, maintenance,
repair, testing, shmi-in or removal of such tank or pipeline was not in compliance with all

Envirormental Laws then in effect and, to the knowledge of either of the Companies or any

of the Sellers, there has been no spill, leakage or other Release from or rupture of any such
tank or pipeline;

@ To the knowledge of either of the Companies or any of the Sellers, no enrrent
or, to the knowledge of any of the Sellers, past use, generation, treatment, rawsportaticn,
storage or disposal practice of either of the Companies has or will result in any liability under
any Enviroumental Law;

(k} Copies of the most recent Phase I reports on the Facility and any other written
reporis, and all parts thereof, of all epvironmental audits or assessments which have been
conducted at any Facility or Former Facility within the past §l§ () years, cither by either of
the Companies ‘or any environmenlal copsultant or enginecr engaged by either of the
Companies for such purpose and delivered to either of the Companies (or, if not so engaged
by eithér of the Companies, in the possession of either of the Companies or any of the
Sellers) have been delivered to Purchesers and arc attached hereto as Exhubit 3.220k):

M To the knowledge of either of the Companies or any of the Sellers, neither of
the Companics is a party, whether as a direct signatory or as a successor, assign or, to the
knowledge of any of the Sellers, third party beneficiary, or otherwise bound, to any leass or
other contract (excluding Insurance Policies disclosed clsewhere in this Agreement) under
which the foregoing is obligated by or entifled to the benefits of, directly or indirectly, any
Iepreseptation, warranty, indemnification, covenant, resiriction or other undertaking
concerning environmental conditions;

(m) To the knowledge of any of the Sellers, neither of the Companies bas released
any other person from claims under any Environmentsl Law or has waived, in writing, any
rights concerning any gther cnvironmental condition;

121%2.03
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(n)  To the knowledge of either of the Companies or amy of the Sellers, each of the
Companies has, for the past (iillyears, (x) given all noticss and warnings, (y) made ail
reports, and (z) bas kept and maintained all records required by and in material compliancs
with all Enviropmental [.aws; and

{0) Neither of the Companics has made any filing under any Environmental Law
duoring the pastfilll years.

Section 323 Books and Records. To any of the Sellers’ knowledge, the books and
records of the Companies have been maintained accurately and completely in all marterial
respects and have been maintained in aecordance with good business practices and applicable
legal, regulatory and accounting requirements, reflect only valid transactions, are complete and
correct and accurately reflect the basis for the Companies’ financial position and results of
operation, in all material respects.

Section. 3.24 Securities Law Matters. Neither of the Companies has cver issued any
security covered by (or required to be covered by) a registration statement filed with (x) the
Sccurities and Exchange Commission pursuant to the Secugities Act of 1933 or the Investment
Company Act of 1940 or (y) the California Department of Corporations pursuant o the
California Corporate Securities Law, and no security issued by either of the Companics has
ever been repistered or.required to be registered pursuant to the Securities Exchunge Act of
1934.

Section 3.25 No Finder. Except as set forth in Schedule 3.25, (i) neither of the
Companies has pald or become obligated to pay any fee or commission to any broker, finder,
consultant or Intcrmediary for or on account of the transactions conternplated by this
Agreement, aud (ii) ncither of the Compani¢s has engaged, consented to or authorizzd any
broker, investment banker or third party to act on its behalf directly as braker or finder in
connection with the transactions contemnplated by this Agreement Complete capies of any
agreements with respect to the foregoing mre included in Schedule 3.25.

Section 32¢ Rcliance By Parent and Purchasers on Renresentations and
Warranties. Each Seller is awarc that Parent and Purchasers arc entitled to rtly on the
covenants, representalions and warranties made by the Sellers in this Agreement and that
Farent and Purchascrs are in fact relying on each covenant, representation and warranty made
by the Sellers as an inducement to enter into this Agveement and the ansactions
contemplated hereby.

Section 3.27 Approval of Issnances ig Binke. The issuance of shares of Deluxe
Bedding common siock and ownership interests in C&W to Binke have been unanimously
approved by the Shareholders of Deluxe Bedding and the members of C&W, respectvely.

- IMs2om
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In addition to the representations and warrantics made by Parent to the Sellers in the
Subscription. Agreement, which representations and warranties are hereby incorporated by
raference ingn thizs Agreement, Parent and each Purchaser represents and warrants to the
Sellers, jointly and severally, as follows:

Section 4.01 Corporate Orgapization, It is a corporation duly organized, validly
existing and o good standing under the laws of its state of organization and has the corporatc
power and authority to camry on its business as now being conducted by It

Section 4.02 Authority; No Violation.

(a) The execution and delivery of this Agreement and all other agreements and
nstruments contemplated hereby to be executed and delivered by Purchasers and Parent (the
"Purchaser. Ancillary Documents") and the performance hereof and thereof, including the
consummation of (he vansactions contemplated hereby and thereby, have been duly and
validly authorized by the Board of Directors and/or the sharcholders of Purchasers and Parent
and no other corporate procecdings on the part of Purchasers or Parent are necessary to
autharize such exceution, delivery and performance. Purchasers and Pareal each has full
corparate power and corporate authority to cxecuie, deliver and perform this Agresment and
the Purchaser Ancillary Documents and to conpsummate the transactions contcmplated hercby
and thereby. This Apreement has been duly executed and delivered by Purchasers and Parent

* and constinrtes its legal, valid and bindiny obligation, euforceable against it in accordance

with its terms. The Purchaser Ancillary Documents, when executed and delivered, will be the
legal valid and binding obligations of Purchasers and Parent, enforceahle against it in
accordance with their respective i=rms.

(b}  Neither the execution, delivery and performance of this Agreement and the
Purchaser Ancillary Documents by Purchasers and Parent, nor the consummaticn of the
transactions provided for herchy and thereby (i) will violate or conflict with any provision of -
its charter or By-Laws, (if) will result in any violation or breach of or defaull imder any of its
properties or assets under, (A) any agreement, franchise, permit, or other mithorization, right,
restriction or obligation of any kind to which Purchaser is a party or beneficiary or by which
it is bound or to which any of its properfies or assets are subject or (B) any l.egal
Requirement affecting it or any of its properties or assels or (iii) requires it to obtain any
consent, permit, Heense, authorization or approval from, or make any regisiration or {iliny
with, any Person, or which in any case is reasonably Iikely to prevent or materially delay its
ability to consummate the wansaciions comtemplated by this Agreement

Section 4.03 Na Finder. Except as set forth in Schedule 3.25, the Sellers will not
become obligated to pay any fee or commission to any broker, finder, consultant or

1218.2.023
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intermediary for or on account of the wansactions contemplated by this Agreement as 2 result

of any action taken by Purchasers or Parent

ARTICLE V

OTHER COVENANTS AND AGREEMENTS

Section 5.01 S$Sales and Trunsfer Taxes. Purchasers shall be liable to pay all sales,
transfer, use, excise and similar taxes, if any, that shall becomne due and payable as a result of
the ransactions contemplated by this Agreement.

Section 5.02 Confidential Nature of Obligations. Purchasers and Parent, on the
one hand, and each of the Sellers, an the other hand, agree that they will treat in confidence
all documents, materials and other information either shall have obtained regarding the other
during the course of the investigations and negotiations leading 1o the consummation of the

" transactions conternplated hereby, and the preparation of this Agreement and ather related

documents. In the event of the actial or threatened breach by any party of any of the
provisions of this Section 5.02, the other party may, in addition and supplemmentary to any
other rights and remedics existing in fis favor, apply to any court of law or equity of
competent jurisdiction for specific performance, injunctive or other relief in order to enforce
or prevent any violation of the provisions hereof. Ilach party agrees not to raise the defense
of an adequate remedy ot law in any such proceeding.

Section 5.03 Noncompetition; Confidentiality,

(@) As of the Clasing Date, Dejuxe Bedding Purchaser end Earl Kluft and David
Binke will scparately enter into empioyment agreements. Earl Kluft and David Binke each
agree thet for the peried commencing on the Closing Date and ending on the earlier of the
date five years after the Closing Date or threc years after the termination of their respective
employment agrecments (or such shorter period of time required by applicable law) (each =
"Noncompelition Peried™), he will not, directly or indircetly, either for himself or for any
other person, partnership, corporation or entity, participate in any entérprise or business
involved in the sale, manufachre or distribution of mattresses in the "Territory." For
purposes of this Agreement, "lerritory shall mean, during the first three years following the
Closing Date, the conbinental United Statcs and Canada and, thercafier, such markets in the
continental United States and Canadz in which the Parent or any of its subsidiaries is selling,
manufacturing, or distributing mattresses, or im which it has an aetual plan to do so in the
near [ulure (or such reduced arez as required by applicable law). For purposes of this

- Agrecment, the term “participate™ includes any direct or indirect interest in any enterprise,

whether as an oilicer, director, employee, sole proprictor, pariner, emplayer, agent,
representative, indcpendent contractor, consultant, creditor, owner (other than by ownership of

less than five porcent of the stock of a publicly-held corporation whose stock is listed on a
national securnitics cxchange) or otherwise.

12182023
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(b).  Earl Kluft and David Binke each agree that subscquent to the Closing he shall
not ar any time prior to the termination of their respective Noncompetition Period use or,
without the written consent of Purchascrs, disclose to any person (other than an executive of
Purchasers or a person to whom disclosure is legally required) any Confidential Information
of either of the Companies. The term "Confidential Information" includes, withont limatation,
information not then previously known to the public or to the frade or in the public domain
with respect to either of the Companies’ products, facilities and methods of manufacturing,
processing or distribution, trade secrets, and other intellectual property, confidential reports,
product price lists, customer lists, financial information (including the revenues, costs or
profits associated with any of the products of either Company). business plans, praspects or
opportunities. Earl Kluft and David Binke each understand and agree that the rights and
oblipations sct forth in this Section 5.03 (b) shall terminate at the end of their respective
Noncompetition Period

{c) The parties hereto agree that Purchasers and Parent would suffer irreparable
harm from a breach by either of Messrs. Kluft or Binke of any of the covenarmts or '
agreements contained in this Section 5.03. Therefore, in the event of the actual ot threatencd
breach by either of Messrs. Kluft or Binke of any of the provisions of this Section 5.03, and
notwithstanding any other provisions in this Agreement to the contrary, Purchasers and Parent
may, in addition and supplementary to any other nights and remedics existing m their favor,
apply to any court of law or equity of competent jurisdiction for specific petrformance,
infunctive or other relicf in order to enforce or prevent any violation ol the provisions hereol.
Earl Kluft and David Binke each agrcc not to raise the defensc of an adequate rerqedy at law
in any such proceeding.

Section 5.04 Books and Records. Each of the Sellers, on the one hand, and
Purchasers and Parent, on the other hand will provide each other with such infermation as
eilher of them reasonably may request of the other for any legitimate business purpos,
including in filing any tax return, amended return or claim for refund, determining a lizbility
for taxes or a right 10 a refund of taxes, or in conducting any audit or other proceeding in
respect of taxes and shall cooperate with each other in connection with any of the foregoing.
Such tax information shall include providing copies of all relevant tax returas, documents apd
records, or portions thercof, relating exclusively to each Company’s business. Each party
hereto shall make its employees availsble on a mutually convenient basis to provide
cxplanation of any documents or information provided hercunder. Each party hercto will
rctain 2l] returns, schedntes and work papers and all records or other docimnents relating to tax
matters of each Company's business for the taxable year of each Company ending aficr the
Closing, Date and for all previous years, until the expiration of the stanute of limitations of the
taxable years to which such retums and other documents relate (and, to the extent notified by
the other party in writing, any cxtensions thereof). The Sellers shall give any and alt of each
Companies’ documents to Purchasers at Closing. Personal boaks and records are specifically
cxcluded and only documents pertaining to the Compapies will be transferred.  Any
information obtained by Sellers under this Section 5.04 shall be kept confidential, except as
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may be otherwise necessary in conncction with the filing of rewurns or claims for refund or in
conducting an andit or other proceeding.

The parties acknowledge and agree that the Companies, at their sole expense shall be
responsible for filing all final Federal and state mcome tax returns; and Scllers and Purchasers
agrec t0 cooperate In connectioa with the preparation thereof.

—— em—— i iy ST

Kluft Parties. From and after the Closing Date, Purchasers ngree to make available to the
Kluft Parties, for the Khaft Parties own personal use, any mattress or related product then
manufachwed or distributed by either of the Companies, in such quantitizs as the Kiuft Parties
shall reasopably request. During the Noncompetition Period relating to Mr. Kluft, there shall
be o charge to the Kluft Parties for the forgoing; thereafier, the Kluft Parties shall be
charged the wholesale cost of any such item.

Scction 5.06 Wileox Payment. Subsequent to the Clasing, the Cormpanies shall
purchase an amormobile on behalf of Ian Wilcox in the amoumt of at least SR (the
"Wilcox Payment"). In connection with the Wilcax Payment, Purchaser agress to pay all
employer withholding and related taxes. Wilcox shall be respansible for all employee
withholding taxcs emd income and other taxes with respect to such payment

ARTICLE VI
INDEMNIFICATION
Section 6.01 Indemnification by Sellers.

(a)  Each of the Kluft Parties agrees, jointly and severally, and Dinke agroes,
severally and not jointly, to indermmify and hold harmless Parent, Purchascrs and each of their
respective successors and permitted assigns (collectively the “Purchaser Indemnified Party™)
from and against any and all Losses and Expenscs incurred by any Purchaser Indemnified
Party in comnection with, resulting from or arising out of:

_ (i) any breach by Scllers, or any other failure of Sellers to perform any of
Sellers’ covenants, agreements or ather obligations contzined herein or coptained in any other
Seller Ancillary Document; or

(i)  any ineccuracy of any representation of Sellers contained in this
Agresment or in any Seller Ancillary Document, or any mistepresentation or omission in any
Schedule, Exhibit or closing cortificate fitrnished to Parent or Purchasers hereunder by Sellers
putsuant 1o this Agreement or the Seller Ancillary Documents;

(1) and (ii) above collzctively "Indemaifiable Purchaser Claims."
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Section 6.02 Indemnification by Parent and Porchasers. Parent and Purchasers
agree to indemnify and hold harmless Scllers and each of their respective heirs, exccutors,
successors and permitted assigns (collectively, the “Seller Indemnifiec Parties™) from and
against any and all Lasses and Expenses incurred by any Seller Indemnified Party in
connection with, resulting from or zrising out of:

) any breach by Paremt of Purchasers, or any other failure of Parent or
Purchasers to perform any of Parent's ar Purchasers’ covepants, agrccments or othec
obligations contained berein or contained in any other Purchaser Ancillary Docurnent,
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i1 (i)  any inaccuracy of any representation of Parent or Purchasers contained
12 in this Agreement or in any Purchaser Ancillary Docament, or amy misrepresentation or

13 - omission in any Schedule, Exhibit or closing certificate firnished or to be furnished to Sellers
14 hercunder by Parent or Purchasers pursuant to this Agreement or the Purchaser Ancillary

15 Documents. .
16
17 Section 6.03 Claims Procedure.
18 e
19 @ Purchaser Indemnified Party shall give notices of any ¢laims for
20 inderapification to the Sellers, and, until all funds held i the escrow account established
21 pursuant to the Escrow Agreement have been disbursed, all such claims shall be satsfied in
y 22 accordance with the termas of the Escrow Agreement.
i 23 _
f 24 (b} At such time as the funds remaining in the Escrow Account are less than the

25 amaonnt of outstinding Indemmifiable Prrchaser Claims, any subsequent Indemnifiable
26 Purchaser Claims shall be paysble solely (i) first, as a reduction 1o the amount of outstanding
27 interest and principal due on the Subordinated Notes (together with the cancellation of the
28 number of Warrants which bears the same ratio to the total number of Warrants as the amount
29 set-off against the Subordinated Notes bears to the criginal total amount of the Subordinated
30 Notes) and (if) second, through the canecllation of all or a portion of the shares of stock of
31 Parent delivered 1o Sellers pursuant to the Subseription Agreement (it being agrecd that,

: 32 lieu of payment of Indemnification Purchase Claims through reduction of the amount of

l. 33 outstanding Subordinated Notes or cancellation of shares of stock of Parent as specified in

| 34 clansz (i) and (ii), Sellers may, al their optior, fully satisfy such elaims through a cash

: 35 payment). Far purposes of the foregoing, the shares of Parent common stock shall be valued
36 at $8 per share, the shares of Parent preferred stock shall be valued at $@W per share and
37 the Warrants shall be given no value. Any Purchaser Indemnified Party or Seller Indemnified
38 Party (zn “Indemnified Party™) who wishes to make a ¢laim for indemnification pursuant to
18 this Agreement shafl notify each Person from whom indemnification 15 being claimed (an
40 “Indemnifying Party™) with reasie: 2 promptness under the circumstances of such
41 Indemnified Party’s discovery oi ». mattcr giving rist to 2 claim of indemnity pursuant
42 hereta. The Indemmifying Party s:o:.. pay to the Indemnified Party amy amount required to be
43 paid pursuant to this Article VI within thirty days after receipt by the Indemnifying Party of
44 such notice and such evidence that the claimed Losses and Expenses have besn incurred or
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1 come due 35 the Indemnifying Party may reasonably request unless the payment of such
2 amount is contested prior to the expiration of such thirty day period by notice to the
3 Indemnified Party. If such payment is so coptested, then such payment shall be made within
4 . thirty days after the first to occur of the following: (1) such paymem has been agreed to in
5 writing by the Indemnifying Party and the Indemnified Party, or (i1) such payment has beep
6 declared due in 2 judgment or award entcred against the {ndemmifying Party by arbitration as
7- provided for herem. The failure 1o give the notice referred to hetein with reasonable
2 promuptness shall not relieve the Indemmifying Party of its indemnification obligations
9 hereunder except to the extent that the Indemnifying Party is actually prejudiced as a result of
10 the failure to give such notice.
11
12 Section 6.04 Third Party Claims,
13
14 (a) If any action at lew or suit in equity is instituted by a third party against an
15 Indemnified Party with respect to which an Indemnified Party intends to claim any Losses or
16 Expenses under this Article VI ("Third Party Claim™), such Indemmificd Party shall notify the
17 Indemnifying Party of such action or suit with reasonable prompiness. The failure to give the
18 notice required by this Section 6.04 with reasonahle prompiness shall not relieve the
19 Indemnifying Party of its indemnification obligations hercunder cxcept to the extent that the
20 Indemnifying Party is actally prejudiced as a result of the failure to Eive such notics.
21°
22 () With respect to any claim made or to any action or suit brought by a third
23 party agamst the Indemnified Party under Section 6.03(a) the following shall apply:
24
25 (i)  With respect to claims by a third party, the Indemnifying Party shall
26 have a period of thres months from natice of any claim (o which this paragraph 6.03(b)
27 applies in which it shall attempt in good faith to resoive the claim, provided, however, that
28 the Indemnified Party may participate at its own expense in such setlement negotiations
29 although the setilemcnt thereof shall be controiled by the Indempifying Pary. If the
30 Indemnifying Party is unable 1o resolve the claim within that three month period, then the
E! conduct and control of the third party claim shall be by the Indemnificd Party which shall
2 atternpt in good faith to resolve the claim, provided, however, that the Indemnifying Party
33 Iuay participate at its own expense in such settlement negotiations although the scttlerment
34 thereof shall be controlled by the Indemmified Party (but no settlement shall be made without
35 the consent of the Indemnifying Party, which consent shall not he unreasonably withheld).
36 Any compromise or setticment of the claim under this Sectign 6.04(b)() shall inelude as an
37 unconditional term thereof the giving by the claimant in question to the Indemnifying Party
gg and the Indemmified Party a rclease of all Tiahilities in respeer of such claims,
40 (i)  With respect to actions or suits brought by a third party, the Indemnified
41 Party shail have the right to conduct and control, through counsel of its choosing (provided
42 such counscl is approved by the Indemnifying Party, which approval shall not be
ﬁ trireasonably withheld), the defense of such third party sction or suit and shall do so in good

faath, provided, bowever, that the Indemnifying Party may participate at its own expense, with

(21587 3
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counsel of its choosing in the defense of such third party action or suit although such action
or suit shall be controlled by the Indemnified Party. The Indemnified Party may in good faith
consznt to the entry of a judgment or compromise of seitle the action or suit provided that it
includes as an unconditional term thereof the giving by the plaintiff in question to the
Indemnifying Party a release of all liabijlities in respect of such claims. II the Indemnifying
Party clects not to participate in the defcnse of such action or suit the Indemnified Party shall
give the Iudﬂmni_.ﬁring Party 8 days advance notice in writing of any proposed consent ta the
entry of judgment or compromise or settiement thereof.

(i)  The requirement in Section 6.04(b) thar the parties act in good faith
shal] include, without 1i Itation, the consideration of the third panty claim (whether in an
action or suit or otherwise) solely on its own merits and shall exclude from such consideration
any benefit, incidental or otherwise, that might inure to the Purchaser or its business by the
compromise or settement of such elaim or consent to eny of judgrnent on such claim

(ivy Ifthe Indemmifying Party and the Indemnified Party are both in
agreement with any compromise, settlement or entry of judgment reached under Section
6.03(b)(3) ox (i1), such agreed upon result shall be deemed final and, if the Indemnified Party
is the Purchaser, it shall make demand upon the Escrow Agent to make payment thereof to
the extent funds are in the escrow account under the Escrow Agreement, and, to the extent the
Tunds under the Escrow Agreement are jnsnfficient or the escraw account is no longer open,
the Indemnifymyg Party shall pay such insufficiency.

(v)  Inthe cvent cither: (i) the third party claimant proposes a monetary
settlement which fuoily releases both the Indemnifying Party and the Indemmified Party with
respect to a Third Party Claim which is acceptable to the Indemnifying Party or (if) the
Indemmnifying Party proposes a menctary setticment which fully releases both the
Indemnifying Party and the Indemnified Party with respect to such Third Party which is
acceptable to the third party claimant (callectively the "Proposcd Settlement™) and the
Indetnnified Party rejects snch Proposed Settlement; then and in such cvent, the Inder: ded
Party shall bear all of (he costs and expenses of the defense of such Third Party Clai:
thereafier and, irrespective of the cutcome of the matter, the [ndemnifying Party’s abligation
shall be fixcd at the amount of the Proposed Settlement. C

Section 6.05 Limits on Indemnification.

(2)  No amount shall be payable by Sellers with respect w0 claims asserted pursuant
lo Section 6.01 wnlcss such claim is first asserted in accordance with Section 6.03 prior to the
expiration of the Survival Periad (as defined in Section 7.02); provided, however, that if any
ciaim is first asserted prior to the expiration of such Survival Period, such claim may continue
to be maintained and the Purchaser Indemnitied Parties shall conbmic to be indemnified undl
the final determination and, if applicable, satisfaction (hereof in accordance with the terms and
Provigions of this Article VI. '

1118200
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(b)  No amount shall be payable by Purchaser with respect to claims asserted
putsuant to Section §.02 wnless such claim is first asserted in accordance with Section 6.03
prior to the expiration of the Survival Period relating to the representation or warranty
claimed to have been inaccurate or breached; provided, however, that if any claim is first
asserled prior to the expiration of such Survival Period, such claim may continue 1o be
maintained and Seller [ndemnified Parties shall continue to be indemnificd unlil the final
determination and, 1f applicable, satisfaction thereof in accordance with the terms and
provisions of this Article V1.

()  Sellers arc not responsible for any customer returns or warranty claims if said
returns or claims are directly as a result of any change in the warranty or return policy or the
accounting for such claims from what thesc palicies are on the date of Closing. Customer
returns and warranty claims shall net inclede any such remrns ar warranty claims from
Kaufman or Hechts. Further, Sellers are not responsible for any CUSIOIeT refurns or warranty
claims if merchandise is subruitted to the Company for repair, and is in fact repaired and
retumned to the customer. The parties agree that 1o the extent customer returns and warranty
claims are below @% of sales, such retums and claims are not the responsibility of Sellers
and no claim for such returns or warranty claims may be made against the escrow. The
partics also agree that, even if the customer returns and. warfanty claims exceed %%, nejther
Sellers nor- the excrow shall be responsible for any customer returns or warranty claims
received by either of the Companies more than two ycars after the date of Closing. The
partics further agree that, in the event and to the extent the purchase pricc with respect to any
merchandise subjeet to customer roturms or warranty claims is not refunded, but, in lien
thereof, new merchandise is issued to 2 customer and the original merchandise is rerurned to
the Companics, then the amount of the customer return and warrenty claims shall be limited
1o the cost of such returned merchandise.

{d) Parent and Purchasers shall only be entitled to indemmification for Losses and
Expenses pursoant to this Article VI in the event the Indemnifiable Purchaser Claims in the
aggregate exceed JQUNMER (the "Indemnification Basket™). In no event shall Purchasars or
Parefit be entitled o sesk payment for Indemnifiable Purchascr Claims from any Seller other
than through funds in the Escrow Account, as a set-off against the principal and owstanding
interest due on the Subordinated Notes (including the cancellation of a proportional amount of
Warrants), or as a cancellation of all or a portion of the shares of Parcot stock issued to
Sellers pursuant to the Subscription Agreement.

(e) Notwithstanding any other provisions in this Agreement to the contrary, the
limitations set forth in subscetion (d) shall not apply to any Losses and LExpenses arising fram
2 breach by Sellers of their obligations to refund a portion of the Purchase Price to the extent
required by the provisions of Section 2.05 or to make any required payments under
Section 1.03 or any Losses and Expenses arising fram any frand committed by the Sallers in
conncetion with this Agreement ("Fraud Claims™). Further, nothing in this Agrecment shall
lirnit the ability of Parent or Purchasars to seck specific performance, injuncive or other relief

12152 033
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1 against any Seller in order to emforce or provent any violation of the provisions of Section
p 5.03 of this Agreement.

I

4 ARTICLE VII

3

3 GENERAT, PROVISIONS

7 -

3 Section 7.01 Expenses. Purchaser and Sellers will pay all of his or its own costs and
9 expenses incident to his or its negotiation and prepararion of this Agreement and to his or its
10 performance and compliance with all agreements and conditions contained herein on his or its
11 part 1o be performed or complied with, including, without limitation, the fees. expenses and

12 disbursements of his or its counsel and accountmrs provided, however, that the Companies
13 may pay for up 1o SR of the fees, expenses and disbursements of the Sellers’ counsel
14 incurred since March 12, 1995, '

15

16 Section 7.02 Survival,

17 ,

18 (@) All representations and wagranties conmained in Articles 111 and IV of this

19 Agreement shall survive the Closing Date for the following periods of time (the period

20 specified as to each such representation and warranty being referred to herein zs the “Survival
21 Period” with respect to such representation and warranty): (1) the representations and

22 warrantics comtained in Section 3.10 shall survive unitil the twentieth (20th) day after the

23 expiration of all appliceble statutes of limitations for lability or collection of any taxes,

24 penalties or interest (after taking ioto account all extensions and suspensions thereof); and (i)
25 all remaining representzfions and wanizmties contained in Articles TH and IV shall survive for
26 two years following the Closing Date.

27

28 (b) All the covenants, agreements and obligations contained in this Agresmenl shall
29 survive in accardance with their terms.

30

31 Section 7.03 Governing Y.aw This Agreement shall be governed by and construed
32 in accordance with the internal laws of the State of New Jersey with rospect to contracts

33 negotated In such state (without reference to its choice of law ruies).

34

35 Section 7.04 Dispute Adjndication; Conzent to Jurisdiction.

36

37 (a) Except with respect to any Frand Claims and except for any action brousht by
38 Parent or Purchasers against Kluft or Binke seeking specific perfotmance, mjunction or ather
39 relief in order to enforce or provent amy violation of the provisions of Section 5.03, any

40 dispute arising from this Agreement shall be settled by arbitration in 8t Lows, Missouri (if
41 the Party bunging the claim is Parent or a Purchaser) or Bergen County, New Jerscy (if the
42 Parly bringing the claim is a Seller). The parties shall motaally agree on an arbitrator. In the
43 event the parties arc wmble 10 so agres, each party shall prepare a list of 5 proposed

44 arbitrators. The parties agree to select as an arbilrztor any name which appears oo both lists.

12132023
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If no common name appears on the lists, the parties shall repeat the procedure (up to three
times). If this procedure does not result in the selection of an arbitrator, the arbitrator shall he
chosen by the American Arbitration Association. The award of the arbitrator shall be finat
and binding on the parties Said arbiiration shall be conducted undar the rules of the American
Arbitration Association which shall be in effect at the time of the arbilmation proceedings.  All
cost incurred by the parties in comnection with the arbitration, ineluding bui not limited to the

_ fees and expenses of the arbitrator, legal counsel, accountaats :md other cxperts shall be

allocated by the arbitrator based on the arbitrator’s determination as to the merts of the
parties’ respective positions in the arbitration.

(b) Solely to adjudicate any Fraud Claims asserted by Parent or Purchasers against
Scllers and solely with respect to any action brought by Parent or Purchasers against Kluft or
Binke seeking specific performance, injunction or other relief in order to enforce or prevent
any violadon of the provisions of Section 5.03 Seller, Parent and each Purchaser hereby

‘irrevocably submits to the jurisdiction of any Federal'cowrt located in the City of St. Louis,

State of Missouri, and each Scller, Parent and each Purchaser hereby irrevocably agrees that
all claims in respect to any such action may be heard and determined in such court of the City
of 5i. Louis, State of Missouri. "Each Seller, Parent and each Purchaser hereby irrevocably
submits 10 the jurisdiction of any Federal court located in the State of New Jersey, Bergen
County solely 10 adjudicate any Frand Claim asserted by Sellers against Parent or Purchasers
and cach Scller, Parent und each Purchascr hereby imrevocably agrees that all Fraud Claims so
brought may be heard or determined in such court of the Staic of New Jersey, Bergen County.

() For purposes of this Scction 7.04, mandatory coumnterclaims shall be brought in
the sume venue in which the original claim was requited (v have been brought, Each Seller,
Parent and each Purchaser hereby imevocably waives, to the fullest extert it may effectively
do 20 under law, the defanse of an ipconvenient forum to the maintenance of such action or
procecding. Each Scller, Parent end each Purchaser agrees that a final judgment in any such
action or proceeding shall be conelusive and may be enforced in other jurisdictions by suit on
the judgment or in any other manner provided by law.

(d) Nothing in this Segtion 7.04 shall affect the arbitration provisions contzined in
Section 6.03. )

Section 7.05 Notices. All notices or other communications required or peimitted
herennder shall be in writing and shall be deemed given or delivered and received (a) when
delivered, if delivered personally, (b) upon receipt, if mailed by registered or certified mail,
remim receipt requested and postage prepaid, or (c) on the next business day after delivery to
a private couricr service with overnight delivery requested, if delivered to a private courier
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1 service providing documented ovemight service, or (d) on the date received if fransmitted by
2 facsimile, in each case addrossed as follows:
3
4 [f to Purchaser, to:
5
6 Spring At Partpers-Califormia
7 134 Spring Street
8 New York, NY 10012
9 Attertion: President
10
11 with copies to:
-12 ‘
13 Edmund V. McCann, Ezq.
14 MeCann & MeCeon, Esgs.
15 251 Main Strest
14 Ridgefield- Park, New Jersey 07660
17 Fax MNo.:. (201) 440-6392
18
19 and:
20
21 Troy & Gould
.1t Professional Corporation
23 Lawrence P. Schnapp
24 1801 Century Park East
25 Los Angcles, Caltformia 90067
el Fax:- 310-201-4746
27
28
29 If to any Kluft Party, to:
30
31 Mr. Ear] 5 Kluft
32 3924 Ethel Avenne
33 Smdio City, Califorma 91604
34 FAX: (813) 9207-9743
s ;
36

1112023
33

PATENT
16 REEL: 015190 FRAME: 0191



@041

00/28/2004 12:04 FAX 6173106001 GREENBERBREG TRAURIG LLP

1 with a capy to:

Z

3 Barry Burten, Esq.

4 Jeffer, Mangeis, Butler, & Marmayo LLP

5 2121 Avenue of the Stars 10th Floor

6 Los Angeles, CA 90067-5010

7~ FAX: (310) 203-0567

8

9 If to Binke, to:
10
11 Mr. David M. Binke
12 6304 Deerbrook Road
13 Oakpark, Califormia 01377
14 FAX: (B1B) 707-0443
15 _
16 with a copy to:
17
18 Edward Swanson, Esq.
19 Case, Knowlson, Burneil & Wright
20 2049 Cenniry Park Fast
21 Suite 3350

T n Los Angeles, California 90067
23 FAX:
24
5 .
.223 ::n tct]Jl :uch uﬂlﬂ;&-. mfld;css as the recipient party has specified by prior writlen notics to the
23 o mfm?_i’j:?’u( n“-'- change f_‘*f address notice Wl.llﬂbj: deemed (o bave been given, dclivered
2 pon actnal receipt thereof by the recipjenl party).
g? Section 7.06 Successors and Assigns: Benefit,
gg A Eﬂm(a)t Shall;lxncpt as set forth in Schedule 7.06, the righis of the Sellers under this
o ge;rwl et; not be assignable by any such party (except to a Seller’s family members of
15 u; Pary o lcdstammta.ry dlSpOS].‘I‘.‘I.uI'l) withont the written consent of Purchasers and the rights
iy o wr?:tlt an Purch.ﬁs:crs under this Agresment shall not be assignable by Purchasers without
o ten consenl of Sellers,
38 7
(b) This Agreement shall inure to the benefit of d i

o _This Ag ol aud be enforceable by th
20 2:::‘: Nothing in this Agresment, expressed or irnplied, is intended or shall heymssgﬂmm
pp Smamu%% any Pc'rson_., olher than thc; partes and successors and assigns permitted by this
o L:D0, any right, rcmedy or claim by reason of this Agreement.
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_ Section 7.07 Ebfirc Agreement; Amendments; Waiver.

(a) This Agresment, the Seller and Purchaser Ancillary Documents, and the
Attachments, Exhibijts and Schedules referred to herein or therein and the other agreements
and documents delivered pursuant hereto contain the eatire understanding of the parties hereto
with regard to the subject matter contained herein or therein, and supersede all prior
agresments, undersiandings or intents between or among any of the parties hereto.

o =1 T WA R ek b

(b)  No amendment, modification or waiver of this Agreement shall be binding or
10 effective for any purpose unless it ts made in a wriling signed by the party against whom
11 enforcement of such amendment, modification or waiver is sought No course of dealing

ILL 12 between the parties to this Agreement shall be decmed to modify, amend or discharge any

|' 13 provision or term of this Agreement. No delay by any parly to or beneficiary of this

f 14 Agreement in the exercise of any of its rights or remedies shall operate as a waiver thereof,

i 15 and no single or partial exercise by any party to or beneficiary of this Agreement of any such

‘J 16 right or remedy shall preclude the other or further exercise thereof. A watver of any right ar

; 17 remedy on any one occasion shail not be construed as a bar to or waiver of any such right or
| 18 remedy on arty other occasion

I

I 19 )

i 20 Scetion 7.08 Interpretation. Article titles and headings to Sections herein are

; 21 inserted for convenience of reference only and are not intended to be a part of of (o affect the
1

)

r

2 meaning of interpretation of this Agreement. The Schedules and Exhibits referred to hercin
23 shallbcmnsmledvdthandasanintegralpa.ﬂ:nfﬂ'tisAgreemanttnﬂ'xcsamecxtcntasifﬂmy
24 were =at forth verbarim herein. The references herein to Sections, Exhibits and Schedules,
25 unlcss atherwise indicated, are references to Sections of and Esdhibits sud Schedules to this
26 Apreement. Words nsed herein, regardless of the number and gender specifically used, shall
27 be deemed and constued to include any other mmnber, singular or plural, and any other

28 gender, masculine, feminine or neuter, as the context TeqUITEs.

29 '

30 Section 7,09 Severability. The parties agres that (i) the provisions of this.

31 Agreement shall be severablc in the event that any of the provisions hereof are beld by a
32 court of competent jurisdiction to be invalid, void or otherwise umenforceable, and (ii) such
33 invalid, void or otherwise unenforceable provisions shall be automatically replaced by other
34 provisions which are as similar es possible in terms to such invalid, void or otherwise

35 unenforceable provisions bul are valid and enforceable and (iii) the remaining provisions shall
36 remain enforceable to the fillest extent permitied by law.

37
33 Section 7.10 Execution jn (~unterparts. This Agrcement may be exceuted in one
39 or more counterparts, each of whiz: =il be considered an original instrument, but all of
40 which shall be considered one and .. sume Agreement, and shall become binding when one
41 or morc countorparts have been signed by each of the perties hereto and dalivered to cach of
42 - the other parties hereto.
43
. 1212023
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Section 7.11 Definitions As used in this Agreement, the following terms shall have
the meanings specified or refetred to in this Section 7.11. Ceriain other capitalized terms are
defined where they appear in this Agreement. -

"Affiliates” means, with respect to any Person, and Persons directly ar
jodirectly controlling or controlled by or under direct or indirect common control with such
Person. Thc lerm “control” means the power to direct the management and paolicies of such
Person, directly or through one or more intermediaries, whether through the ownership of
votihg securities, by contract, or otherwise.

"ggreement” means any contract, note, mortgage, lease, license, instnment,
agreement, or understanding of any nature whatseever whether oral or written.

"Contaminant” mecans any pollwtant, hazardous substance, toxic substance,
radioactive substance, hazardous waste, petroleum or petroleum-derived substance or waste or
radicactve waste.

"Encumbrance™ means any lien, claim, charge, security intercst, mortgage,
plcdg(: casement, conditional sale or other title retention agreement.

"Environmental Law" means, to the exient applicable to the Cotipanics, any
applicable Federal, state, local or foreign stanme, ordinance, regulation, mle, judgment, order,
notice requirement, court decision or agency gnideline which relates to the protection or
clean-up of the environmenit, the preservation or protection of water, air, wildlife, plants or
other natural resources, or the health and safcty of persons apd property, including but not
limited to-any law, regniation; or order relating to the use, handling, or disposal of any
Contaminant

"Facility" mcans each parcel of real property, each building and any and every
part thereof, currently owned, leased or opersted by any of the Companies;

"Yommer Facility" means each parcel of real property, each building and any
and every part thereof, owned, leased or operated by any of the Compauias at any time,
excluding Facilities;

"GAAP" means generally accepted accounting principles, consistently applied.

"Gavernmental Body" means any court, government (Federal, state or local)
department, comumission, board, agency, burean, official or other regulatory, administrative or
governmental anthority.

"TRS" measns the Internsl Revenne Service,

12182 03y
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*Knowledee”, when nsed with respect to an individual, means that such
individual is actually aware of a particular fact or matter, The parties agree that with respect
10 any representation or warranty hereunder by Seller qualified by the phrase "to the
knowledge of any of the Sellers" or similar languages: (i) Binke shall only be deemed (o be
making such representation or warranty to the extent he has knowledge of the particular fact
or matter, and (ii) the Kluft Parties shall only be deemecd to be making such representation or
warranty to the extent any of the Kiuft Parties has kmowledge of the particular fact or matter.

"Legal Requirement” means any law, statute, rule, regulation, goveromental
permits, judgment, decree, ier, ordinance, variance, directive, code or requirement of any
Goveromental Body.

"Lasses and Expenses" means any and all losses, costs, obligations, liabilities,
settlement payments, awards, judgments, fines, penalties, damages, expenses, deficiencies or

other charges, whether incurred by any Purchaser Indemnified Party or Seller Tndcmnified

Party directly or indirectly, including without linntation pursuant to such an indemnified
party”s obligation to indemnify another Ferson

"Order" means any order, writ, injunction, tuling, judgment, stipulation or
deeres by or with any Governmental Body-

"Ordinary Course of Business” means an action taken by the Companies if:

. (@) such action is eonsistent with the past practices of the Companies and is
taken in the ordinary course of the normal operations of thc Companies; and

{b) such action is not tequired to be authorized by the Companies’ Board af
Directors.

"Permitted Encumbrance” means (i) liens for current real or persopnal property
taxcs not vet due and payable and other statitory liens for amenmts not yet due and payable
except for any such liens that bave besn impused by reason of any breach ar defanlt of 2
Seller or eithcr of the Companies, and (i) security mterests of installment sellers/lessors of
finance leases for equipment being transferred o the Purchaser hereunder.

"Person” means and includes an individual, a partnership, a corporation, a trust,
a joint venture, an unincorporared erganization and any Governmental Body or ether agency
ar authority. -

“Drimary Facility” means the Companies’ facility located at 111 N. Baldwin
Park Blvd., Cily of Industry, California.

1218205
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"Releage" means any release, spill, emission, leaking, pumping, injection,
deposit, disposal, discharge, dispersal, leaching or migration into the indoor or owtdoor
enviromment or into or out of any Facility, including the movement of Contarminants through
or in the air, soil, surface water or groundwater of any Facility and any other ‘meaning as
defined in any Environmental Law.

"Remedial Action" means any and all actions required to (i) clean up, remove,
treat or in any other way address Contaminants in the indoor or owdoor environment, (ii)
prevent the Release or threat of Release or minimize the further Release of Contaminants so
they do oot migrate or endanger public health or welfare or the indoor or outdoor
environment or (iif) perform pre-remedial stidies and investipations and post-remedial
monitoring and care.

"Secondary Facility™ mcans a Factlity which is not & Primary Facility.

*Seller Ancillary Documenis® means any agreement or instrument contemplated
hercby to be executed and delivered by any Seller in comtiection with the transactions
conternplated hereby.

"Substance™ shall mean and tefer to asbestos, PCB’s, radon gas, petroleumn
products or by-products, toxic, infectious, rcacive, commosive, ignitable or flatnmable
chemicals or chemical compounds and any other hazardous substance, material or wastc (as
defined in any Environmental Law), whether solid, liguid ar gas.

"WARN Act” means the Worker Adjustment and Retraining Notification Act of
19BE.

Section 7.12 Legal Counsel.

Lach party to this Agreement represents that it has becn represented by lepal connsel
in comnection with the preparation, negotiation and execwtion of this Agrecment and the other
agreements conleraplated hereby.

Section 7.12 Costs of Litigatian. All cosis incurred by the parties in connection
with any litigation brought to enforce any of the parties® rights hercunder, including but not
Imited to the fees and expenses of legal counsel, accountants and other experts shall be
allacated by the tricr of fact based on a determination as to the merits of the partes’
respective positions in the litigatdon.

Section 7.13. Limitations Under This Agreement. Purchasers and Parent agres that,
with the exception of Fraud Claims, claims seeking recovery for amounts due under Scctions
1.03 and 2.05, and actions brought-against Kluft or Binke secking specific performanee,
injunctive relief or other relief in order to enforce or prevent any violation of the provisions
of Section 5.03, the sole and exclusive remedy for any violation by Sellers of this Agreement

12132073
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1 or amy of the Seller Ancillary Documeats or claims by Parent or Purchaser under this
2 Agresment or any of the Sefler Ancillary Documents shall be to seek indefmmification pursuant
3 to the teoms of Article VI, and agy such ¢laims shall be subject w the Indemmﬂcanon Basket.
4
3
& :
7 IN WITNESS WHEREQF, the parties have duly excouted this Agreement as of
8 the date first above written,
9

10

1 : "PARENT"
12

13 : SPRING AIR PARTNERS-NORTH AMERICA, INC.

14

: o LSS

16 :

17 . Damel Stllivert Sr.

18 Tiﬂe Presi

35

20

21 "DELUXE BEDDING PURCHASER”"

22

23 SPRING AIR PARTNERS-CALIFORNIA, TNC.

24

s ﬁé@f/

26

a7 Damiel k Sﬂhv&a;-‘ét

28 e: reside .

29 '

30 )

31 "C&W PURCHASER

32

33 ' CHATI‘AM & WELLS, INC

34

35 ' 5

36 ¥

3" Name: Dchl '

3 Tifle: _Presid

3=

40 .

41 [Signatures Contmoed on Following Page]

42

2182023
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—————
1 [Signatures Continoed from Previaus Page]
2
3 "SELLERS"
4 T
5 /
6 - I S,
7 :
3 Earl Xluft, an mdividnal
9
o / )
Y L
12 .
13 Earl Xlnft, as custodian for Michelle Kluft under the
14 California Unifc ers o0 Minors Act
15
16 .
17 Earl Kluft, as custodian for Julianne Kluofi under the
18 California Uniform Transfers 1o Minors Act
19
20 /
21 e
22
23 Ear] Eluft, as<custodiam for Alexander Kluft under the
24 California Uni rm T /eﬂbzﬁnors Act
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27 David Binke, an md_1v1du31
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Spousal Consent

The undersigned, being the spouse of a shareholder of the Spring Air California Deluxe
Bedding Co., Inc. and a member of Chattam & Wells Martress Company, L.L.C. who has signed
this Agreement, acknowledges that she has read and is familiar with its provisions and agrees to
be bound by this Agreement and to join in this Agreement to the extent, if any, that her joinder
may be necessary. The undersigned agrees that her spouse may join in any future amendment or
modification of this Agreement without any further signature, acknowledgment, agreement, or
consent on her part; and further agrees that any interest that she may have in the companies
subject to this Agreement owned directly or beneficially by her spouse shall be subject to the
provisions of this Agresment

Dated: 1999

ame: Pamela Klui/ 4
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