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SECURITY AGREEMENT

SECURITY AGREEMENT, dated as of Fcbruary 5. 1999, among WATERWAYS L.P.,
a Delaware limited parmership (“Waterways™), CINAR CORPORATION, a Canadian
corporation (the “Ultimate Parent”), CINAR EDUCATION INC., a Dclaware corporation
(“Cinar Education”). OCEANVIEW FILMS COMPANY, a Nova Scotia unhmiled Labihty
company (“Occanview”), SEAWAYS, LI1.C.. a Delaware limited liability company
(“Seawnys™), CARSON-DELLOSA PUBLISHING COMPANY, INC. a North Carohns
corporation (“CDP"), HIGHREACH LEARNING, INC., a North Carolina corporation (“HLI"™)
and UNIQUE COLLATING SERVICE, INC, a North Carolina corporation (“Unigque”)
(Waterways, the Ultimate Parent, Cinur Education, Ocoanview, Seaways, CDP, HLI and Unique
gre somctimes collectively referred o herein as the “Grantors” end individually as a
“Granotor'”), and ROYAL BANK OF CANADA, in its capacity 8s Lender under the Credit
Agrecment hereinafier defined (the “Lender™).

WITNESSETH:

WHEREAS pursuant to that certain Credit Agreement, dated as of January 25, 1099,
among Waterways L.P. and Cawson-Dellosa Publishing Company, Inc., as Borrowers, the other
Credit Parties (us defined therein) signatory thereto and the Lender (including all anncxes,
exhibits and schedules thereto, as amended by a First Amendment to Credit Agreement dated the
datc hcereof and as may ho froin ume to time further amended or rcstated, supplemented or
othcrwise modificd, the “Credit Agreement’”), the Lender has agreed to make the Advances:

WHEREAS, each Grantor herein 13 a party to the Credit Agrecment, benefiting from the
Credit Facihties madce available to the Borrowers thoreunder; and

WHEREAS, in order to inducc the Lender to enter into the Creclit Agrcement and the
other Loan Dacuments and to induce the Lender to make the Advances as provided for in the
Credit Agreemcnt, the Grantors have agreed to grant a conlinuing Licn on the Collateral (xs
hereinafter definod) to secure the Obligations;

NOW THEREFORE, in consideration of the premises and mutual covenants herein
contained and for other good and valuable consideration, the reccipt and sufficicncy of which arc
hereby acknowledged, the partics hereto agree as follows:

1. DEFINED TERNMS
All capitalized terma used but not otherwisc defined hercin have the meanings given to
them in the Credit Agreement. All other undefined terms contained in this Scocurnity Agreement,

unless the context indicatcs otherwise, have the meanings provided for by the Code to the extent
the sante are used or defined therein,

2, GRANT OF LIEN

(2) To sccure the promypt and completc payment, performance and obscrvance of all
ol the Obligations (specifically including, without limitation, cach Grantor's Obligations arising
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under the cross-guarenty provigions of Scction L1 of the Credit Agreement, all Obligations of the
Ultimate Parent ansing under the Ultimate Parent Guaranty, all obhgations of 3416020 Canada
Inc. to the T.ender under the Credit Agreement and that certain guaranty dated as of January 25,
1909 granted by 3416020 Canada [nc. in respect of the Ultimate Parent’s Obligations, and all
obligations of cach Grantor now or hercafter cxisting under this Agreement including, wilhoul
limitation, all fees, costs and expenses whethcr in conncction with collection actions hercunder
or otherwise) (collectively, the “Secnred Ohlgations™), each Grantor hereby grants, assigns,
convays, mortgages, pledges, hypothecales and transfers to the Lender a continuing sccurity
interest in and Lien upon all of its nght, title and interest in, to and under all of such Grantor's
property ol any kind whatsoever, whether now owned or hercafter acquired by such Grantor,
including, without limitation, the following property, whether now owned by or owing to, or
hereafter acquired by-or arising in favor of such Grantor (including under dny rade names, styles
or derivations thereof). and whether owned or consigned by or to, or leased from or to. such
Grantor, and regardless of where located (all of which bang hercinaficr collectively referred to
13 the “Callateral”):

(i} all Accounts;

() all Chatte] Paper;

(i)  all Contracts;

(iv)  all Documents;

(v} all Equipment,

(vi)  all Fixtures;

(viy)  all General Intangibles;

(vii1)  all goads;

(ix) all Instruments;

(x) all Inventory;

(xi)  all Investment Property;

(xii) all deposit and bank accounts and all deposits therein;
(xiii) all moncy, cash or cash cquivalents of any Grantor; and

(xiv) to thc cxtcnt not otherwise included, ull Proceeds and pruducts of the
forcgoing and all acccssions to, substitutions and rcplacements for, and
1ents and profits of, each of the foregoing.

(b) In addition. in order to induce the Lender to make lhe Advances under and
pursuant to the Credit Agreement, each Grantor horeby grants to the Lender a right of set-oftin,
1o, under and sgainst any payment obligation of the Lender to such Grantor, whether in the form
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of cash, credit balancc, overdraft rescrve or right, deposit account or other eccount and all
deposits therein or credits thereto, held by or paid or (o be paid to the Lender for the account, on
behalf of or in the name of such Grantor for any purpose whatsoover.

3. THE LENDER'S RIGHTS; LIMITATIONS ON THE LENDER’S
OBLIGATIONS
(a) It is expressly agreed by thc Grantors that, anything herein 1o the contrary

notwithstanding, cach Grantor shall remain liahle under cach of its Contracts and each of its
Licenses to observe and perform all the conditions and obligations to be ubswrved and performed
by 1t thercunder. The Lender shall not have any obligation or lishility under any Contract or
Licenso by reason of or arisxing ont of this Sccunity Agreenicnt or the granting hercin of a Licn
thercon or the reccipt by the Lender of any payment rclating to any Coniract or License pursuant
hereto. The Lender shall not be required or obligated in any manner to perform or fulfill any of
the obligations of any Grantor under or pursuant to any Contract or License. or to make any
payment, or lo makc any inquiry as to the nature or the sufficiency of any payment received by it
or the sufficiency of uny performance by any party under any Contract or Licensc, or to present
or file any claims, or to teke any action to collect or enforce any performance or the payment of
any amounts which may have been assigned to it or to which 1t may bc entitled at any tinic or
mmes.

() The [.ender rmay at any time after v Default or Event of Defaull shall have
occurred and be continuing, without pror notice to any Grantor, notify Account Debtors, partics
to the Contructs and obligors in respect of Tnstruments and Chatiel Paper, that the Accounts and
the right, title and inlerest of any Grantor in and under such Contracts, Insiruments and Chattcl
Paper huve boen assigned lo the Lender, and that paymemts shall be made dircetly to the Lender.
Upon the request of the Lender, each Grantor shall so notify Account Debtors, partics to
Contracts and obligors in respoct of Instruments and Chattel Paper.

(<) The Lender may at any time n the Lender’s own name or in the name of any
Grantor communicale with Account Dcbhtors, parties to Contracts, obligors 1n respect of
Instruments and obligors 1n respect of Chattel Paper to verify with such Persons, to the Lender's
satisfaclion, the existence, smount and terras of any such Accounts, Contracts, Instrummcnts or
Chattel Paper.  If a Dofault or Evenl of Default shall have occurred and be conlinuing, cach
Grantor, at its own expensc, shall cause the independent certified public accountants then
cngaged by such Grantor to prepare and deliver to the Lender at any time and from timce (o time
promptly upon the Lender’s request the following repors with respect to cach Granlor: (i)
reconciliation of all Accounts; (ii) an aging of all Accounts; (ifi) trial balances; ard (iv) a sct
verification of such Accounts as thc Lender may requcst. Each Grantor, at ils own expense, shall
deliver to the Lendor the resulls of cach physical verificalion, if any, which such Grantor may in
its discrction have made, or caused any othar Person to have made on its behalf, of all or any
portion of its Inventory.

4. REPRESENTATIONS AND WARRANTIES

Each Grantor repregents and wartants that:
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() Each Grantor is the solc owncr of each 1tem of the Collaleral upon which it granis
or purports to grant a Licn hercundcer, and has good and markeiable title thereto free and clear of
any angd all Liens other than (i) Permilted Encumbrances and (1) Liens which sre permitted by

Seclions ¢,.1.7 and 6£.2.3 of the Credit Agrecment.

(b) No effective security agreement, fnancing statement, equivalent security or Licn
instrument or continuation statemont covering all or any part of the Collateral is on file or of
rocord in any public office, cxcept such as may have been filed (i) by any Gruntor tn fuvor of the
Lender pursuant to this Security Agreement or the other Loan Documents, and (it} 1n conncction
with any other Permitted Encumbrances or Liens which are permitted by Sections 6.1.7 and 6.2.3
of the Credit Agreement,

(c) This Security Agreement is cffcctive lo create a valid and continuing Lien on and.
upon the filing of the appropriate financing statements in the juriedictions listed on Schedule |
hereto, a perfecied Lien in favor of the Lender on the Collateral with respect 1o which a Lien
may be perfected by filing pursuant to the Code. Such Lien is prior to all other Liens, cxcept
Pamitted Encumbrances that would be prior to Liens in favor of the Lender and is cnforceablc
as such gs against any and ail creditors of and purchasers from any Grantor (other than
purchasera of Inventory in the ordinary course of busincss). All aclion by any Grantar nccessary
or desirable to protect and perfect such Lien on each item of the Collateral has been duly 1aken.

(d) Schedule 1 heroto lists all Instruments and Chattel Paper of cach Grantor. All
action by any Grantor necessary or desirable (0 protect and perfect the Lien of the Lender on
cach item set forth on Schedule I (including the delivery of all originals thereof to the Lender
and the Icgending of all Chattel Paper as required by Section S(b) bereof) has been duly taken.
The Lien of the Lender on the Collateral listed on Schedulo 1 hercto s prior to all other Licns,
except Perrmittcd Encumbranccs that would be prior to the Licns in favor of the Lender, and is
cnforceable as such against any and all creditors of and purchascrs from any Grantor.

() Each Grantor’s (i) solc place of business or, {f more than one place of business,
chicf executive office, (i) warehouses and premises where any Collateral is stored or located,
and (iii) locations of all of 113 books and records concorning the Collateral are set forth for each
Grantor on Schedule 111-A. Schedule TI-B, Schcdule I0-C, Sohedule 11I-D, Schadulc HI-E,
Schedule 11I-F, Schedule 1I-G, Schedule IU-H and Schedule -1, respectively, hereio.

(N With respect to the ACcounls. except as specifically disclosed in the most recent
Collatcral Reports delivered to the Lender, (1) they represent hora fido salcs of Inventory or
rendering af services to Account Debtars in the ordinary course of each Grantor’s business and
are not evidenced by a judgment, Instriunent or Chatte! Paper; (ii) therc are no sclofls, claims or
disputcs existing or asserted with respect thereto and no Grantor has made any agreement with
any Account Dcbtor for any extension of time for thc payment thereof, any compromise or
sertlement for loss than the full amount thereof, any release of any Account Deblor fromn liability
therefor, or any deduction therefrom excopt a discount or ullowance allowed by such Grantor in
the ordinary course of its busincss for prompt payment and discloked to the Lender; (iii) to cach
Grantor's knowledge, thero are no facts, events or occurrences which i any way impair the
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validity or cnforceability thercof or could reasonably be expecied to reduce the amount payable
thereunder as shown on any Grantor's books and records and any invoices, statcments and
Collateral Reports delivercd (o the Lender with respect thereto; (iv) no Grantor has received any
notice of proceedings or actions which arc threatened or pending against any Account Debtor
which might result in any adverse change in such Account Debtor’s financial condition; and
(v) no Grantor has knowledge that any Account Debtor is unable generally to pay ils debts as
thcy become due. Further with rospect to the Accounts (x) the amounts shown on all invoices,
statcrocents and Collateral Reports which may bo delivered to the Lender with respect thercta arc
actually and absolutely owing to such Grantor as indicated thereon and arc not in any way
contingent; and (y)to each Grantor's knowledge, all Account Debtors have the capacity w
ocontract.

() With respect to any Inventory scheduled or bisted on the most recent Collateral
Reports delivered to the Lender pursuant to the terms of this Seourity Agreemeunt oc the Credit
Agrcement, (i) such Inventory is Jocated at one of the applicable Grantor's locutions sct forth on
Schedule II1-A, Schedule 1I-B, Schedule ITI-C, Schedule IT1-D, Schedule IT-B, Schedule II1-F,
Schedulc 111-G, Schedule 111-H and Schedulc III-], hereto, as applicable, (1) no Inventory 1s now,
or shull at any time or times hereafter be stored at any other Jocation without the Lender's prior
consent, and if the Lender gives such consenl, cach applicablc Grantor will concurrently
therewith obtain, to the extent required by the Credit Agreement, bailee, landlord and mortgagec
agreements, (i1i) the applicable Grantor has good, indefcasible and merchantable title (o such
Inventory and such Inventory is not subject to any Lien or security intcrest or document
whatsoever cxcept for the Lien granted to the Lender and except for Permitted Encumbrances or
Liens which are permitted by Sectiong 6.1.7 and 6.2.3 of thu Credit Agreement, (iv) cxcept as
specifically disclosed in the most rocent Collateral Report delivered 1o the Lender, such
Inventory 1s Eligible Inventory of good and merchantable quality, free from any defects, (v) such
Inventory is not subject to any licensing, patcnt. royalty. trademark, trade name or copyrigh!
agreements with any third partics which would require uany consent of any third party as o
precondition of such sale or other disposition, aud (vi) the complotion of mamufacturs, sale or
other digposition of such Inventory by the Lender or its duly appointed agenty following an
Event of Defaull shall not require the consent of any Person and shall not constitute a breach ot
default uinder any contract or agreement to which any Grantor is u party or to which such
property 13 subjccl.

(h) No Grantor has any intercst in, or title to, any Patenl, Tradanark or Copyright
except a5 set forth in Schedulo IV hereto. This Sccurity Agreement is effective to create a valid
and continuing Lien on cach Grantor’s Patents, Trademarks and Copyrights (other than the
Ultimate Parent’s Patenrs, Trademarks and Copyrights which are registered outaide the United
States of America or wlich are not registered in any public office or register) and such Lien is
cnforccable as such as against any and all creditors of and purchagors from suny Grantor. Tlpon
filing of his Security Agreemeat with the United States Copyright Office and with the United
States Patent and Trademark Office and the filing of appropriate financing statemcnis listed on
Schedule I hereto, all aclion nccessary or desirablc to prolect and perfect the Lender's Lien on
esch Grantor's Patents, Trademarks or Copytights (other than the Ulhmate Pareni’s Patents,
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Trademarks and Copyrights which are registered outside the United States of America or which
sre nol registered in any public office or register) shall have beon duly taken.

@) No Grantor has entored into any agrecment with any Person for the control, within
the meaning of such tcrm provided in the Code and other applicable law, by any Pcrson of any
Investment Property constituting Collatcral hereunder, except for control by the Lender pursuant
to the Pledge Agrcoments.

S COVENANTS

Eachi Grantor covenants and sgrees with the Lender that fram and after the date of this
Securty Agreement and until the Termination Date;

(a) Further Assurances; Pledgze of Iustruments. Al any time and from time to
time, upon the wntten request of the Lender and at {he sole expense of the Grantors, cach
Orantor shall promptly and duly exacute and deliver any and all such further instruments and
documents and take such further actions as the Londer may dccm desirable to obtain the full
bencfits of this Sceurity Agreement and of the rights and powers hercin granted, including, but
not limited to, (i) using it best efforts 1o scowc all consents and approvals necessary or
appropriatc for the assignment to or for the benefit of the Lender of any Licensc or Contract held
by such Grantor or in which such Grantor hus any rights not horotofore assigned, (ii) filing any
financing or continuation statcments under the Code with respect to the Liens granted hercunder
or under any other Loan Document and (iii) transferring the Collatcral to the Lender's possession
if such Collaleral consists of Chantel Paper, Instruments or ceriificated securities (within the
mcaning of the Code or other applicable taw) or if a Lien on such Collateral can be perfecied
only by possession. Each Grantor also hereby authorizes the Lender to file any such financing or
continuation gtatements without thc signaiure of such Grantor to the extemt penmmitted by
spplicable law. )f any amount payable uader or in connection with any of the Collateral is or
shall become evidenced by any Instrument or certificated security (within the meaning of the
Code or other applicable law), such Instrument or certificated security, other than checks and
notes reccived in the ordinary course of businass, shull be duly ondorsed in & manner satisfactory
to the Lender immediately upon such Grantor's receipt thercol and prompily delivered into the
Lender’s possession in New York City. The Grantors egroc that a photocapy of this Security
Agreement may be filed with or in licu of any financing statement to the extent permitted by
applicable law to perfect the Liens granted hereunder.

)] Maintenance of Records. The Granlors shall kcep and maintain, at their own
cost and uxpenso, as required under Section §.1.3 of the Crodit Agreement, satisfactory and
complcte rocords of the Cullateral, including a record of any and all payments received and any
and all credits granted with respect Lo the Collateral and all other dealings with the Collateral.
The Grantors shall mark thcir books and records pertaining to the Collaferal to cvidence thia
Sccurity Agreement and the Liens granted hereby. All Chattel Paper shall be marked with the
following legend: “This writing and thc obligations evidenced or sccured herehy are subject (o
the securitly intcrest of Royal Bunk of Canada (acting through @ Now York branch).™
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(c) Covenants Regarding Patent, Trademark and Copyright Collsteral

(D) The Grantors shall notify the Lender immediately if they know or have
reason to know that any application or registration rclating 1o any Palcnt,
Trademark or Copyright (now or hereafter existing) may become
abandoned or dedicated, ot of any adverse determination or development
(including the institution of, any such determination or development in,
any proceeding in tho United States Patent and Trademark Office, the
United States Copyright Office or any court) rcgarding any Granlor's
ownorship of any Patent, Trademark or Copyright, its right to rcgister the
same, or 1o Keep and maintain the same.

(i) In no event shall any Grantor. cither itscif or through any agent, employee,
licensee or designee, lilc an application for the registration of any Patent,
Trademark or Copyright with the United States Patent and Tradcmatk
Officc, the United Statcs Copyright Office or any similar office or agency
without giving thc Lender prior wrilten notice thereof, and, upon request
of the Lender, such Grantor shall exccute and deliver any and all security
agreemonts as the Lender may request to evidence the Lender's Lien on
such Patent. Trademark or Copyright, and the Gencral Intangibles of such
Gruntor relating thereto or represcnted thereby.

() The Grantors shall take all actions necessary or requested by the Lender to
mamtain and pursuc each application, to obtain the relovam registration
and to mantain the registration of each of thc Palents, Trademurks end
Copyrights (now or hercafler cxisting), including the filing of applications
for rencwal, affidavits of use, affidavits of noncontestubility and
opposition and interference and cancellation proceedings.

(1¥)  Inthe event that any of the Patent, Trademark or Copyright Collateral is
infringed upon, or misappropriated or diluled by a third parly, such
Grantor shall notify the Lender promptly after such Grantor {cams thereof.
Such Grantor shall auc promptly for infringement, misappropriation or
dilution, and shall take such other actions as the Lender shall deem
appropriate under the circumstances to prolect such Pateat, Trademark or
Copyright Collateral.

(d) Tudemnification. In any suit, proceeding or aclion brought by the Lender relating
to any Account, Chattel Paper, Contract, Documecnt, General Intangible or Instrument for any
sum owing thereunder or to cnforce any provision of any Account, Chattel Paper, Contract,
Document, General Intangible or Instrument, each Grantor will save, indemnify and kecp tho
Lender harmlicss from and againat all capense (including rcasonable attorneys’ fees and
expenses). loss ar damage suffered by reason of any defense, sclofl, counterclaim, recoupment ar
reduction of liability whalsocver of the obligor thercunder, arising out of a breach by any Grantor
of eny obligation thereunder or arising out of any othicr agreement, indebledness or liability at
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any time owing to, or in favor of, such obligor or its successors from such Grantor, except in the
case of the Lender, to the extent such expensc, loss, or damage 15 attributable to the yross
ncgligence or willfil misconduct of the Londer as (inally determined by a court of competent
jurisdiction. All such ohligetions of the Grantors shall be and remain cnlorceable ngainst und
only against the Grantors and shall not be enforceahle against the Lender.

(c) Compliance with Terms of Accovsnts, etc. In all material respects, each Grantor
wil| perform and comply with al] obligations in respect of its Accounts, Chattel Paper, Contracts
and Licenses and al! other agroements to which it is a party or by which it is bound relating to the
Collateral.

(H Limitatian on Liens on the Collateral. No Grantor will creale, permit or suffer
to cxist, and euch Grantor will dcfend the Collateral against, and teke such other action ss iz
necessary to remove, any Lien on the Collatera) ather than the Lien provided herein, cxcopt such
Licns as are expressly pormitted by the Credit Agrecment, and will defend the right, title and
interest of the Lender in and to any of such Grantor’s rights under the Collatcral against the
claims and demands of sll Persons whomsoevor,

(3) Further Identification of the Caollateral. The Grantors will, if so requested by
thc Lender, funish to the Lender, as oflen as the Lender requests. statenuents and schedules
further identifying and describing the Collateral and such other reports in connection with the
Collaterol as the I.endor may reasonably request, all in such detail as thc Lender may specify.

(h) Notices. The Grantors will advise the Lender promptly, in reasonnble detaid,
(1) of any Lien (other than Permnitted Encumbrances) or claim made or asserted against any of tha
Collateral. and (ii) of the occurrence of any other cvent which would bave a material adversc
effect on the agpregate valuc of the Collateral or on the Licns created hereunder or under any
other Loan Document.

(1) Special Covenant of Ultimate Parent The Ultimate Paront shell not, and shall
not permit 3416020 Canada Inc. to, (a) change its Icgal name, or (b) move outside the Provinee
of Quebec ii1s chief executive affice, prinempal place of busincss, registered offico, corporute
offices or warchouses or locations at which Collateral is held or stored, or the location of ils
records concerning the Collateral, in any case without at least forty-five (45) days’ prior written
notice o the Lender and after the Lender's wrilten acknowledgement (not to be unreasonably
daolayed) that any rcasonable action requested by the Lender in connection therowith, including to
continuc the perfection of any Liens in favor of the Leader in any Collaieral, has beon completed
or taken provided that any such new location ghall be in Canada or the United States of Amcrica.

6. THE LENDER’S APFOINTMENT AS ATTORNEY-IN-FACT

On the Closiog Date, each Grantor shall exccute and deliver to the Lender a power of
attorney (the “Power of Attormey™) substantially in the form attached hercto as Exhibit A. The
power of attonicy granted pursuant to the Power of Attomey is & power coupled with an intercst
and shalt be irrevocable until the Termination Daste. The powers conferred on the Lender under
the Power of Attorncy are solaly to protect the Lender's inlerests in the Callateral and shall not

£25206.2

TRADEMARK
REEL: 1860 FRAME: 0049



-9-

impose any duty upon the Lender 10 exercise any such powers. The Lender agrees that (a) it shall
not oxercisc any powcr or authority granted under the Power of Attorney uniess and uniij an
Event of Default has occurred and 1s continuing, and (b) the Lender shall account for any
moneys reccived by the Lender in respect of any forcclosurc on or disposition of the Collateral
pursuant to the Power of Attorney provided that the Lender shall not have any duty as to any
Collaterel, and the Londer shall bc accountable only for amounts thai it actually rcceives as a
result of the ¢xcreisc of such powers. NEITHER THE LENDER NOR ITS AFFILIAIES,
OFFICERS. DIRECTORS, EMPLOYEES, AGENTS OR REPRESENTATIVES SHALL BE
RESPONSIBLE TO ANY GRANTOR FOR ANY ACT OR FAILURE TO ACT UNDER ANY
POWIR OF ATTORNEY OR OTHERWISE, EXCEPT IN RESPECT OF DAMAGES TOQ TIIE
EXTENT RESULTING FROM SUCH PARTY'S OWN GROSS NEGLIGENCE OR
WILLFUL MISCONDUCT AS FINALLY DETERMINED BY A COURT OF COMPETENT
JURISDICTION, NOR FOR ANY PUNITIVE, EXEMPLARY, INDIRECT OR
CONSEQUENTIAL DAMAGES.

7. REMEDIES; RIGHTS UPON DEFAULT

(a) In addition (0 all other rights and remedies granted to it under this Scounly
Agreemicnl, the Credit Agreement. the other Loan Documents and under any other instrument or
agreemnent securing, evidencing or relating to any of the Sccured Obligations, if any Event of
Default shall bave oceurred and be continbing, the Lender may exercise all rights and remedies
of a secured party undor the Codc. Without limiting the generality of the forcgoing, each
Grantor cxpressly agrees thal in any such event the Lender, without demand of performance or
other demand. advertisement or nofoe of any kind (except as may be required under the Credit
Agreement and cxcopt the notice specified below of time and place of public or private salc or
any notice required by applicable law) to or upon such Grantar ar any other Person (all and ench
of which demands, advertisements and notices are hercby cxpreasly waived to the maximum
extent permitted by the Code and other applicable law), may forthwith enter upon the promises
ol such Grantor where any Collatorsl is located through seif-help, without judicial process,
without first obtaining 8 final judgment or giving such Grantor or any other Person notice and
oppartunity for » hearing on the Lender's claim or action and may collect, reccive, assemble,
proccss, appropriate and realize upon the Collateral, or any part thereof, and may forthwith sell,
Icase, assign, give an option o1 Options to purchase, or scll or otherwise dispose of and deliver
said Collatcral (or contract lo da s0), or any part thereof, in one or morc parcels at a puhlic or
prnivate sale or saloes, at any cxchange at such prices a5 it may deem acceptable. for cash or on
credit or for future delivery without assumption of any credit risk. The Lender shall have the
nght upon any such public salo or sales and to the extent peamitted by law, upon any such private
salc or aalcs, to purchasc the whole or any part of said Collateral so sold, free of any right or
cquity of redcmption, which equity of redemption such Grantor hereby relcascs. Such sales may
Ue adjourned and continued from time to time with or without notice. The Lender shall have the
right to conduct such sales on any Grantor's premiscs or clsewhere and shall have the right 10 use
any Gruntor's premises without charge for such time or imes as the Lender deemns neccssury or
adwvisable,
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Each Grantor (urther agrees, al Uie Lender's request, to assemble or 1o permit the Lender
to esscmblc all or any portion of, the Collateral and make it availablc to the Lender at places
which the Lender shall sclect, whether at such Grantor’s premiaes, on the books and records of
any socurities intermediary or elsewhere or otherwise. Unti} the Lender is able to effect a sale,
lease, or other disposition of tho Collateral, the Londer shall have the night to hold or use e
Collateral, or any part thercof, 0 the extent that it deems appropriaie for the purpose of
preserving the Collateral or its value or for any other purpose decmed appropriate by the Lender.
The Lender shall have no obligation to any Grantor to maintain or prescrve the rights of such
Grantor as agsinst third parties with respect 1o thc Collateral while the Collsteral ia in the
posscssion of the Lender or 15 agent or any securities intermediary. The Lender may, il it so
slects, seck the appointment of a receiver or keeper o tekc passcesion of the Collatersl and 1o
enforcc any of the Lender’s remedies with respect to such appointment without priar notice or
hearing s to such appointment. The Leuder shail apply the net procccds of any such collection,
TECOVCTy, Toceipt, appropriation, realization or sale to the Sccured Oblipations in the following
order: (1) {0 Fees and the Lender's cxpenscs reimbursable under the Credit Agreemont or under
sny other Loan Document; {2) 1o interest on the Term Loan; (3) to intercst on the Revolving
Loan ; (4) to principal payments on the Term Loan; (5) to principal paynlonts on the Revolving
Loan and (6}to all other Secured Obligations including expensca of thc Lender o the extent
rennbursable hereunder or under Section 103 of the Credit Agreement. and only afler so paying
over such nct proceeds, and after the payment by the Lender of any other amount required by any
- provision of law, the Lender shall account for the surplus, isf any, to any Gramtor. To the
maximum cxtent permilted by applicable law, each Grantor waives all claims, damages. and
decmands against the Lender ansing out of the roposscssion, retention or sale of the Collateral
except {o the cxtent such claims, damages and demands arise oul of the gross negligence or
willful misconduct of the Lender as finally dctermined by a court of competent jurisdiction.
Each Grantor agrees that ten (10) days prior nolice by the Lender of the time and place of any
public salc or of the time afler which a private sale may teke place is reasonable notification of
such maticrs. The Grantors shall remain jointly and severally liablc far any deficiency if the
proceods of any sale or dispnsition of the Collutcral are insufficient to pay all Secured
Obligations. including any arntomcys’ fecs and other expenses Incurred by the Lander to collect
such deficicncy.

(b) Except as othorwise specifically provided therein, each Grantor hereby waives
presentment, demand, protest or any netice (to the maximum extent permilted by applicable law)
of any kind in connoction with this Secunty Agrecment or any Collateral.

8. GRANT OF ILICENSE TO USE INTELLECTUAL PROPERTY
COLLATERAL

For thc purpose of enabling the Lender to exercisc rights and remedics under Section 7
hereof (includiny, without limiting the terms of Scction 7 hercof, in order o fake possession of,
hold, preserve, proccss, assemblc, propare for salc, market far sale. soll or otherwise dispose of
the Collateral) at such timo as the Lender shall be lawfully entitled to cxercise such rmghis and
remedies, cach Grantor hercby grants to tho Lender an irrevocable, non-exclusive license
(cxorcisable upon the occurrence and during the continuence of an Bvent of Default and without
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pryment of royaky or other vompensation to such Grantor) to usc, license or sublicenso any
intellectual Property now owned or hureafter acquired by such Grantor, and wherever the same
may be localed, and including in such liconse uccess to xll media in which any of the licensed
ftems may be recorded or stored and to all computer software and programs used for the
compilation or printout thereof.

9. LIMITATION ONTHE LENDER’S DUTY IN RESPECT OF THE
COLLATERAL

The Lender shall use reasonable care with respect to the Collateral in its posscssion or
under its control. The Lender shall not have any other duty as to any Collateral i its posscssion
or control or in the posscssion or control of any agent or nominec af the Lender, or any income
thereon or as to the preservation of rights aganst prior partics or any other righis pcrtaining
thercto.

10. REINSTATEMENT

This Sccurity Agreement shall remain in full force and effect and continua to be cffzctive
should eny petition be filed by or against any Grantor for liquidation or reorganization, should
any Grantor become insolvent or make un assignment for the benefit of any creditor or creditors
or should a receiver or trustoe be sppointed for all or any significant part of any Grantor’s asseta.
and shall continue to be effcctive or be reinstated, a3 the casc may be, if at any time payment and
performance of the Securcd Ohligations, or any part thercof, is. pursuant to applicable law,
rescinded or reduced in amount, or must otherwise be restored or rotummed by any obligoe of the
Sccurcd Obligations, whether as a "voidable preferenco,” “faudujent convevunce,” or otherwisc,
all as though such payment or performanco had not been made. In the event that any payment, or
any part thereof, is rescinded, reduced, restored or relurned, the Secured Obligationa shall be
remstated and deemed reduced only by such amount paid and not so rescinded, reduced, restored
or roturned.

11. NOTICES

Bxcept as otherwise provided herein, whenever it is provided herein that any notice,
demand, request, conscal, approval, declaraiion or other communicstion shall or may be given to
or served upon any of the parties by any other party, or whenever any of tho partics dosires lo
give and serve upon any othcr party any communication with respect to this Seocurity Agrecment,
cach such notice, demand, request, consent, approval, declaration or uther cormmunication shall
be in wriling and shall be given in the manner, and deemed reccived, as grovided for in the
Credit Agreement.

12. SEVERAHILITY

Whencver possible, cach provision of this Security Agreement shall be interprcted 10 a
manner as 10 be cffcclive and valid under applicable law, but if any provision of this Security
Agrcemenl shall be prohibited by or invalid under applicable law, such provision shall be
ingflective 1o the cxtent of such prohibition or invalidity without invalidating the remainder of
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such provision or the remaining provisions of this Scuurity Agrecment. This Security Agreement

"is to be rcad, construed and applied together with the Credit Agreement and the other Loan
Documents which, fuaken together, set forth the complete undersianding and aygcement of the
Lender and the Grantors with respect to the matiers referred (o herein and thercin.

13. NQO WAIVER; CUMULATIVE REMED[ES

The Lender shall not by any act, dclay, omission or otherwise be deemed to have waived
any of its rights or remedies hereunder, and no waiver shall be valid unless in wrniting, signed by
the Lender and then only to the extent thercin sct forth, A waiver by the Lender of any right or
remedy hercunder on any onc occasion shall nat be construed as a bar to any right or remedy
which the Lender would otherwise have had on any futurc occasion. No failure to exercisc nor
any delay in cxcrcising on the part of the Lender, any right, power or privilege hercunder, shall
opcrate as a waiver thereof, nor shall any single or partial exercise of any right, power or
privilege hercunder preclude any other or futurc cxcreise thereof or the exercise of any other
right, power or privilege. The rights and remedics hercunder provided are cumulative and may
be excrciscd singly or concurrently, and are not exclusive of any rights and remedies provided by
law. None of the tcrms or provisions of this Security Agreement may be waived. altercd.
modificd or amended except by an instrument in writing, duly executed by the Lender and the
Grantors.

14, LIMITATION BY LAW

All nghts, remedies and powers provided in this Security Agreement may he excrcised
only to the extent that the exercise thereof does not violate any applicable provision of law, and
all the provisions of this Secunty Agreement are intended to bc subject 1o all applicshlc
mandatory provisions of law that may be controlling and to be limited to thc cxtent neccesary 0
that they shall not render this Sccurily Agrecoment invalid, unenforcesble, in wholc or in part, or
not entitled 1o be recorded, registered or filed under the provisions of any applicable law,

i5. TERMINATION OF THIS SECURITY AGREEMENT

This Securily Agreement shall tcrminate upon the Termination Date subjcct to the
survival of Sections 5(d) and 10 hercof.

16. SUCCESSORS AND ASSIGNS

This Security Apreement and all obligations of the Grantors hereundor shall be binding
upon the successars and assigns of each Grantor (including any debtor-in possession on bohalf of
such Grantor) and shall, together with the nghts and remedies of the Lender hereunder, inure 10
the benefit of the Lender. all future permitted holders of any instrument evidencing any of tho
Secured Obligations and their respective successors and permilted assigns. No penmitied sales of
parlicipations, other permitted salcs, assignments, transfers or other permitted dispositions of any
agreemcnt governing or instrument evidencing the Secured Obligations or any portion thereof or
interest therein shall in any manner affect the Lien granted to the Lender hereunder. No Grantor
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may assign, sell, pledge, hypothecate ot otherwise transfer any interest in or obligation under this
Sccurnty Agreement,

17. COUNTERPARTS

This Sccurity Agreement may he axecuted in any number of scparate counterparts, cach
of which shall be collectively and separately constitute onc agreament.

18, GOVYERNING LAY

EXCEPT AS OTHERWISE BXPRESSLY PROVIDED IN ANY OF THE LOAN
DOCUMENTS, IN ALL RESPECTS, INCLUDING ALL MATTERS OF CONSTRUCTION,
VALIDITY AND PERFORMANCE, THIS SECURITY AGREFEMENT AND THE
OBLIGATIONS ARISING HEREUNDER SHALL BE GOVERNED BY, AND CONSTRUED
AND ENFORCED IN ACCORDANCE WITIL, THE LAWS OF THE STATE OF NEW YORK
APPLICABLE TO CONTRACTS MADE AND PERFORMED IN THAT STATE. AND ANY
APPLICABLE LAWS OF THE UNITED STATES CF AMERICA. EACH GRANTOR
HEREBY CONSENTS AND AGREBS THAT THE STATE OR FEDERAL COURTS
LOCATED TN NEW YORK COUNTY, CITY O NEW YORK. NEW YORK, SHALL HAVE
JURISDICTION TO HEAR AND DETERMINE ANY CLAIMS OR DISPUTES BETWEEN
THE GRANTORS AND THE LENDER PERTATNING TO TIIIS SECURITY AGREEMENT
OR ANY OF THE OTHER [.OAN DOCUMENTS OR TO ANY MATTER ARISING QUT OF
OR REBLATING TO THIS SBCURITY AGREEMENT OR ANY OTHER LOAN
DOCUMEBNTS, PROVIDED, THAT THE LENDER AND THE GRANTORS
ACKNOWLEDGE THAT ANY APPERALS FROM THOSE COURTS MAY HAVE TO BE
HEARD BY A COURT LOCATED OUTSIDE OF NEW YORK COUNTY, CITY OF NEW
YORK, AND, PROVIDED, FURTHER. NOTHING 1IN THIS SECURITY AGREEMENT
SHALL BE DEEMED OR OPERATE TO PRECLUDE THE LENDER FROM BRINGING
SUIT OR TAKING OTHER LEGAL ACTION IN ANY OQOTHER JURISDICTION TQ
REALIZE ON THE COLLATERAL OR ANY OTHER SECURITY FOR THE
OBLIGATIONS, OR TO ENFORCE THIS SECURITY AGREEMENT OR A JUDGMENT OR
OTHER COURT ORDER IN FAVOR OF THB LENDIPR. EACH GRANTOR EXPRESSLY
SUBMITS AND CONSENTS TN ADVANCE TO SUCH SURISDICTION IN ANY ACTION
OR SUIT COMMENCED IN ANY SUCH COURT, AND BACH GRANTOR HEREBY
WAIVES, TO THE FULLEST EXTENT PERMITTED UNDER APPLICABLE LAW, ANY
OBIBCTION WHICH IT MAY HAVE BASED UPON LACK OF PERSONAL
JURISDICTION, IMPROPER VENUE QR FORUM NON COVENIENS AND HERERY
CONSENTS TO THE GRANTING OF SUCH LEGAL OR EQUITABLE RELIEF AS IS
DEEMED APPROPRIATE BY SUCH COURT. EACH GRANTOR HEREBY WAIVES
PERSONAL SERVICE OF THE SUMMONS, TOMPLAINT AND OTHER PROCESS
ISSUED IN ANY SUCH ACTION OR SUIT AND AGREES THAT SERVICB OF SUCH
SUMMONS., COMPLAINTS AND OTHER PROCESS MAY BE MADE BY REGISTERED
OR CERTIFIED MAIL ADDRESSED TO SUCH GRANTOR AT ITS ADDRESS SET FORTH
IN THE CREDIT AGREEMENT AND THAT SERYICE SO MADI SHALL BE DEFMED
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COMPLETED UPON THE EARLIER OF ACTUAL RECLIPT THEREQF OR THREE (3)
DAYS AT'TER DEPOSIT IN THE U.S. MAILS, PROPER POSTAGE PREPAID.

19. WAIVER OF JURY TRIAL

BLECAUSE DISPUTES ARISING TN CONNECTION WITH COMPLEX FINANCIAL
TRANSACTIONS ARE MOST QUICKLY AND ECONOMICALLY RESOLVED BY AN
EXPERTENCED AND EXPERT PERSON AND I'HE PARTIES WISH APPLICABLE STATE
AND FEDERAL LAWS TO APPLY (RATILER THAN ARBITRATION RULES), THE
PARTIES DESIRE THAT DISPUTES ARISING HEREUNDER OR RELATING HERETO BE
RESOLVED BY A JUDGE APPLYING SUCH APPLICABLE LAWS. THEREFORE, TO
ACHIEVE THE BEST COMBINATION OF THE BENEFITS OF THE JUDICIAL SYSTEM
AND OF ARBITRATION, THE PARTIES I1LRETO WAIVE, TO THE FULLEST EXTENT
PRRMITTED UNDER APPLICABLLE LAW, ALL RIGHT TO TRIAL BY TURY IN ACTION,
SUIT OR PROCEEDING BROUGHT TO RESOLVE ANY DISPUTE., WHETHER
SOUNDING TN CONTRACT, TORT, OR OTHERWISE, BETWELN THE LENDER AND
THE GRANTORS ARISING OUT OF, CONNECTED WITH, RELATED TO, OR
INCIDENTAL TO THE RELATIONSHTP ESTABLISHED IN CONNECTION WITH, THIS
SECURITY AGREEMENT OR ANY OTHER LOAN DOCUMENTS OR THE
TRANSACTIONS RELATED 1ICRETO OR THERETO.

20. SECTION TITLES

The Scction titles contained in this Sceunity Agreement are and shall be without
substantive mcaning or content of any kind whatsoever and arc not part of the agreemcnt
betwecen the parties hereto.

21. NO STRICT CONSTRUCTION

The parties hereto have participated jointly in the negotiation and drafting of this Sccurnty
Agreemcnt. In the event an ambiguily or question ol intent or interprctation arises, this Secuuity
Agreement shall be construed as if drafted jointly by the parties herelo and no presumption or
burden of proof shall arise favoring or disfavaring any party by virtue of the authorship of any
provisions of this Sccurily Agreement.

22, ADVICE OF COUNSEL

Each of the parties represents to cach other party hercto that it has discussed this Security
Agrecment and, specifically, the provisions of Scction 18 and Section 19, with iis counsel.
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23. BENETFIT OF THE LENDER

All Licns granted or contemplated hercby shall be for the benefit of the Lender, and all
procceds or payments realized from the Collateral in accordance herewith shall be applicd to the
Secured Obligations in accordance with the terms of Section 7 of this Sceurity Agreement.

[SIGNATURE PAGE FOLLLOWS]
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IN WTTNESS WHEREOQF, each of the parties hereto has caused this Secunty Agreement
to be executed and delivered by its duly authonzed officer as of the date first set forth above.

WATERWAYS L.P.,

By CINAR oration, 1ts General
Partner

Name: /Ronald A. Weinberg
Title: President and Co-Chief Executive
Officer

CINAR CORPORATION

Name: Konald A. Weinberg
Title: President and Co-Chief Executive
Officer

CINAR EDUCATION INC.

By:

Name: Stephen T. Carson
Title:  Assistant Secretary

OCEANVIEW FILMS COMPANY

By: /
Name: Ronald A. Weinberg
Title:  President and Secretary
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IN WITNESS WHEREOQOF, each of the parties hereto has caused this Security Agreement
to be executed and dclivered by its duly authorized officer as of the date first set forth above.

WATERWAYS L.P,,
By CINAR Corporation, its General
Partner

By:

Name: Ronald A. Weinberg
Title: President and Co-Chief Executive
Officer

CINAR CORPORATION

Name: Ronald A. Weinberg
Title; President and Co-Chief Executive
Officer

CINAR EDUCATION INC.

- ot
Name:" St¢phen T. Carson
Title;: Assistant Secretary

OCEANVIEW FIIL.MS COMPANY

By:

Name: Ropald A. Weinberg
Title: President and Secretary
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SEAWAYS, L.L.C.

By: /K%;ZO/ éfwf

Name: Stephen T. Carson
Title: President

CARSON-DELLOSA PUBLISHING
COMPANY, INC.

Nawe: Stcfhen T. Carson
Title: President

HIGHREACH LEARNING, INC.

Name: Michael G. Mayberry
Title: President

UNIQUE COLLATING SERVICE,

By: WQZM

Name: Steptien T. Carson
Title: President
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By:

SEAWAYS, L.L._C.

Name: Stephen T. Carson
Title: President

CARSON-DEILLOSA PUBLISHING
COMPANY, INC.

Name: Stephen T. Carson
Title: President

HICGHREACH LEARINING, INC.

Micimcl G. Mayberny ’
Presud

cnil

UNIQUE COLILATING SERVICE,
INC.

Name: Stephen T. Carson
Title: President

TRADEMARK
REEL: 1860 FRAME: 0060



- 18 -

OYAL BAN(K OF CANADA,., as
Lender / ~

A o —/{—"&—1___/\}

Name: WN.G. Mibhar
Title: Senior Manager
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SCHEDIILE |

(s}

SECURITY AGREEMENT
FILING JURISDICTIONS

Debtor

Secured Party

CINAR Bducation lne.

¢/o Carson-Dcllosa Puhlishing Company,
Inc.

4321 Piedmont Parkway

Greensboro, NC 27410

Unique Collating Scrvice, Ine.
255 Siandard Drive
Greensboro, NC 27309

Unique Coﬁgl_i@_};ervicc. Inc.
255 Standard Drive
Greensbore, NC 27409

432} Pisdmont Parkway
Greensboro, NC 27410

Carson-Dellosa Publishing Company, Inc.
4321 Piedmont Parkway
Greensboro, NC 27410

e ——
Carson-Dellosa Publishing Company, Iuc.

"1 Rayal Bank of Canada

Royal Bank of Canada
One Liberty Plaza
Now Yark, NY 10006-1404

Royal Bank of Canada |

One Liberty Plaza
( New York, NY 10005-1404

State/Country

—— — e =

‘ Delaware

o

4
North Carolina

Royal Bank of Canada
One Liberty Plaza
New York, NY 10006-1404

7 Royal Bank of Cansda
One Liberty Plaza
New York, NY 106006-1404

One Liberty Plazz
New York, NY 10006-1404

{ Carson-Dellosa Publishing Company, Inc.
4321 Piedmont Parkway
Greensboro, NC 27410

(doing business as)
The Wild Goase Company
4321 Piedmont Parkway
Greensboro, NC 27410

L"_"—“'—‘_'mw‘_‘_—ﬁ
Carson-Dellosa Publishing Company, Inc.

Onc Liberty Plaza
New York, NY 10006-1404

Royal Bank of Canada

| Guilford County in
NC

| Norh Carolina |

Royal Bank of Canada
One Liberty Plaza
New York, NY [0006-1404

e — e —— e
The Wild Goose Company

375 W. Whilncy Avenue
Salt Lake City, Ulah 841135

—

—I—loyal Bank of Canada
One Liberty Plaza
New York, NY 10006-1404

T County of Guilford |
111 NC
o ]
Utah
i I
Utah
Utal
TRADEMARK
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Debtor

Secured Party

State/Country

HighReach Learning. inc,
36 Old Shoals Read
Arden, NC 28704

Royal Bank of Canada
One Liberty Plaza
Now York, NY 10006-1404

Norh Carolina |

.

HighRcach Learming, Inc.
36 Old Shoals Roed
Arden, NC 28704

Royal Bank of Canada
One Liberty Plaza
New York. NY 10006-1404

Buncombe County

HighRcach Loaming, lnc.
36 Old Shoals Road
Arden, NC 28704

Royal Bank of Canadu
1 Place Ville-Maric, B8th
Floor !
Montreal, Quebee HAC 3E9
Canada

North Carolina

HighReach Leaming, Inc.
36 Old Shoals Road

Royal Bank of Cansada
I Place Ville-Marie, 8th

Buncombe County

¢/o CINAR Corporation
10535, boulevard René-Lévesque Bst
l Montreal, Qucbec H2L 4SS

Canada
L

2625206

Arden, NC 28704 Floor
Montreal, Quebee H3C 3E9
Canada
Seawsays, L.L.C. Royal Bank of Canada , Delawarc |
Suite 106 Onc Liberty Plaza ,
1403 Foulk Rosad New York, NY [0006-1404 ‘
Wilmington, Delaware 19503
FWatcrways L.P. { Royal Bank of Canada

One Libenty Plaza
New York, NY 10006-1404 |

| |

[ Delaware

A |
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INTELLECTUAL PROPERTY FILINGS

o ~

ENTITY FILING LOCATION
Carson-Delloga Publishing Company, Inc. U.8. Copyright Officc
U.8. Patent and Trudemark Office __j
HighReach Learning, Inc. U.S. Copyright Office
U.S. Patent and Trademark Office
"CTNAR Corporation U.S. Copyright Office
U.S. Patent and Trademark Office
£25206.2
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SCHEDULEII
lo

LRITY AGREENM

INSTRUMENTS
AND
CHATTEL PAPER

NIL
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SCHEDULE M1-A

to
SE Y FEMENT

SCHENULE OF OFFICES, LOCATIONS OF THE COLLATERAL
AND REC LCONCERNIN [ AYS' ' COLL

Sole place vl'business or if morc than onc place of business, the chief exceutive office
of Wuterways:

1055 René-Lévesque Blvd. Bast, Suite 900
Montreal, Quebec H2L 483

Warchouscs:

Nil

Other Premiscs at which the Collateral is Stored or Located:
Nil

Locationsa of Records Conceming the Collateral:

1035 René-Lévesque Blvd. Fast, Suite S00
Montreal, Quebee H2L 483
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SCHEDULE {L-B
o

SECURITY AGREEMENT

SCHEDULE OF OFFICES, LOCATIONS OF THE COLLATERAL
AND RECORDS CONCERNING UL TIMATE PARENT'S COLLLATERAL

L. Registerod office and sole place of business of the Ultimate Parcnt:

11

1055 René-Lévesque Rlvd. Bast, Suite 900
Montreal, Quebec H2L 4S5

Warehouses:

Nii

1L, Other Premises at which the Collateral is Stored or Localed:

Nl

IV.  Locations of Records Concerming the Collaters!:

1055 Roné-Lévesque Hivd. East, Suile 900

Muantreal, Quebec H2L 4S5
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SCHEDULE IfI-C

10

SECURITY AGREEMENT

SCHEDLULE OF OFFICES, LLOCATIONS OF THE COLLATERAL,
TON'S COLLATE

1 Sole placo of busincss or if more than unc place of business, the chiet executive gffice of
Cinar Education:

1055 Rend-Lévesque Blvd. East, Suitc 900
Montreal, Quebec HZL 485

1. Warchouses:
Nil

1 Other Premisces at which the Collateral is Stored or Located:
Nil

1V.  lLocations of Records Concemning the Collatera):

1055 Rend-Leévesque Blvd. East, Suile 900
Montreal, Quebec H2L 4S5
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SCHEDULE {I1-D

IQ
SECURI 7 NT

SCHEDULE OF OFFICES, LOCATIONS OF THE COLLATERAL
AND RECORDS CONCERNING OCFANVIEW'S COLLATERA!

Sole place of business or 1f more than one place of business, the chief execulive office of
Oceanvicw:

1055 René-Lévesquo Blvd. Bast, Suitc 200
Montreal, Quebec H2ZL 4535

11. Warchouscs:
Nil

I11.  Other Prenuses at which the Collatera! is Stored or Located:
N1

Y.  Locations of Records Concerning the Collateral:

1055 René-Lévesque Blvd. Bast, Suite 900
Montreal, Quebec H2L 455

6252062
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SCHED . -
10

SECURITY AGREEMENT

SCHEDULE OF OFFICRS, LOCATIONS OF THE COLLATERAL
AND RECORDS CONCERNING SEAWAYS’ COLLATERAL

1 Sole place of business ar if tnore than onc place of business, the chief excculive otfice of
Seaways:

Suite 106, 1403 Foulk Road
Wilmingion, Delaware 19803
US.A.

1L Warchouses:
Nil

HI.  Other Premises at which the Collateral 1s Stored or Localed:
Ni!

Iv. Locations of Records Concaming the Collateral:

Suite 106, 1403 Foulk Road
Wilmington, Delawarc 19803
U.S.A.

6252062
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L.

[1I.

IY.

SCHEDULE HI-I

lo

SECURITY AGREEMENT

SCHEDULE OF OFFICES, LOCATIONS OF THE COLLATERAL

AND RECORDS C DP* LATERA].

Solo place of business or [ mors than one place of business, the chicf exceutive officc of

CDP:

4321 Piedmont Parkway
Grecensboro, NC 27410
U.S.A.

Warchouses:

N}

Other Promises at which the Collateral is Stored or Located:

375 West Whitney Avcnuc
Salt Lake Cily, UT 84115
US.A.

233 Standard Drive
Greetishora, NC 27409
(JS.A.

SEE ALSQ SCHEDULE 11-1
Locations of Records Concerning the Collateral:

4321 Picdmont Parkway
Greensboro, NC 27410
USA

SEE ALSO SCHEDULE OI-I

625200.2
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SCHEDULL NI-G
o .
SECURITY AGREEMENT

SCHEDULE OF COFFICES, LOCATIONS OF THE COLLATERAL
AND RECORDS CONCERNING HLI'S COLLATERAL

I. Sole place of business or if more than ene place of business, the chief exceutive office of
HLI:

36 Old Shoals Roud
Arden, NC 28704
1S.A,

. Warehousea:
Nil
[I1. Other Premises at which the Collatcral is Stored or Located:

901 Center Park Drive, Suite 101
Charlote, NC 28217

105 Fairview Road
Asheville, NC 28803

255 Standard Dnive
Greensboro, NC 27409

4321 Piedmont Parkway
Greensboro, NC 27410

V. 1 ocations of Records Concerning the Collateral:

36 Old Shoals Road
Arden. NC 28704

025206.2
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SCHrDULE {f1-11
10

SCHEDULE OF OFFICES, LOCATIONS OF THE COLLATERAIL
AND RECORDS CONCERNING UNIQUE'S COLLATERAL

Unl-quc:

255 Standard Dmive
Greenshoro, NC 27409
US.A

Il. Warehouses:
Nil
111, Other Premiaca ot which the Collateral 1s Stored or Located:

255 Standard Dnve
Greensboro, NC 27409

U.S.A.

4321 Piedmont Parkway
Greensboro, NC 27410
U.S.A.

Iv. Locations of Records Concermag the Collateral:

255 Standard Drive
Greensboro, NC 27409
US.A.

625206.2
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SC -1
to

SECURITY AGREEMENT

SCHEDULE OF ADDITIONAL LOCATIONS OF THE COLLATERAL
A y 'ONCERNING CDP'S COLL
[. Additional Premises at which the Collataral is Stored or Located:

375 West Whitney Avenue
Sult Lake City, Utsh 84115
US.A.

e Additional Locations of Records Coneerning the Collateral:

375 West Whitney Avenuc
Salt Lake City, Urah 84115
U.5.A.

625200.2
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SCHEDULLZ IV

Patents, Tradcmarks and Copyrights

L Hil
HLI
TRADEMARKS

Product Nune Eunctron Duie Name 1% hse Tmark Tam Post Repix

Cancaryed [n Conmt, Ree. Usc Due
1. ‘the HighReach' Learn to writc 02-02.94
Ieaening B.RAG.
Book Build, Read and 1106498 {Nelive or Puniication)
Qrow
2. The Rea Magenine ditle 04-26-95 02-01-95 06-04.06 dym, 06-03-02
Umnbrclla
3. ‘The Rod Magazine ulle with  (14.26-9% N&-01-9% 07-22.97 10 yrs. 07-22.01
Unmbrella with Ked Umb Symbol
Design
4. HighHoaoh' Learning Logo, ariginu 05-61-91 12-01-91 11-10.92 10 yre, 11-10-GR
Logo appliv. Creative.
(Hana dealgn) Prexchool Curr Poot registration uee wifidevit accepred 10 yrs. 04-27 GRY
3. HighReach Laaming Printed oduc. 03.01.91 12.01.91 03-29-94 10 yrs. 01-29-00
(name) Materials
8. HighReach Leaming Audio cuyseries 03-01.91 12-01-91 n5-17-94 10 yre. 05-17-00
(nainc)
7. Smock-A-Roos Mucq. Costume 12.07.93 09-01-% 01-16-90 10 yrs. 09-01-0v

HLTY
COPYRICHTS
Product Namc Form Daw Date Rgis. Comments
tsed Mailed Regi1 Nuerber _
1. Sunshing Report TX 10-12-89 12-07-89 TX 271002}
2.  Birthday Party ™ 10-12-39 12-07.89  TXU 401.R43
[nvitation
3. Preachool Writing Paper VAL 03-25.-00 12.08-88 VAU 180-112
4. Creatlve Preschool > 05-16-9! 0S-16-91 TX 3140 381 HRetumod 0§-21-91 for add. info.
Curriculum Catalog mods., done and nturned 06-22-
. 91
5. The HighReach A-7. YA 04-02-92  04-07-92 VA S1) 556  Retumed 06-08-92 for mods.
Scillbouk done and retumcd 06-11-02
6.  HighReach Jrienda VA 04-03-N No aclion Identicu! tv Tie HighReach A.Z
fkillhaak, ro deposited w/o
action, See lctier in file,
! Applic. filed on or sbout 3-13-98
: Applic. ta amend. for name change to HighReach Learning, Inc. 01-27-92; Mark [asued to HighReach Lexrming
11-10.92

025206.2
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2. CDhr
CDP
Trademarked™ Products 12/23/98
Nams of Trademarkx Sistas United States Fatent and Application
Trademark Office and States No.
Tradcmarks OfMoes Registradon
Ng.
Calendar Pop-Outs™ ™ naot i
repistered
Carson-Dellosa Manuscnpt Alphaber™ | ™ not b
registered
Colorful Punich-Qut Acoents™ ™ not hid
regstered
Dcsign Logo of Qiraffe (Design only) | Registered 1,755,276 74-281.144
Math Windows™ ™~ not b
Hiatcrcd
Math Wmdows™ Pucks T not bk
rcgistered
Paw-Pcis™ A not .-
rexistered
Paw-Pets™ Puppet Sct ™ not .
registered
Picture Perfect Chartleta™ ™ not [
registered
Picture Perfect Chartlet™ Set ™ rot e
registored
Pop-Out™ Borders ™ r.ot i
reqistered
Pop-Out™ Calendar Hasder Sot ™ nom b
registered
Pop-Out™ Calendar Heuders ™ aut -
registored
rop-Our™ Haliday/Seaconal Headery ™ not -
rcpistered
Pop-Up'* Nameplaws ™ not A
registered
Spin.u-skilim ) ™ not en
) reglstered

cnp
Capyrighted Products 12723498

Dy Description Category Rasistration
CD-6800 All About Me Hwni TX 4-205-332
CD-6801 Beginning Resding HWB TX 4-205-536
CD-6803 Matching: Similaritics & Differences HwB TX 4-201-209
CD-6804 Positions HWB TX 4-201-211
CD-6805 Preschool & Kindetearten Skills HWB TA 4-201-210
CD-6806 Rhymmeg HWD TX 4-201-212
CD-6807 Sassors Skills 1w TX 4-205-544
CD-6808 Shapes HwWDB TX 4-205-540
625206.2
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CD# Descriptian Cal-gi{L Registration

CD-5809 Alphabet Kids HWB TX 4-219-081
CD-6810 Alphabet Sounds & Pictures HWB TX 4-205-514
CD-6811 Cupital & Lowercaso | ettars HWD TX 4-219-0%0
CD-6812 Letters & Their Sounds HWB TX 4-219.077
CD-6813 Consonants HWB TX 4-219-082
CD-6814 Vowel Purzles HWB TX 4-205-533
CD-68135 Phonica Grode 1, Pard | HWB TX 4-205-542
CD-6816 Phonics Girade 1, Pant 2 HwWDB TX 9-221-746
CD-6817 Phonics Grade 2, Purd ) W3 TX 4-182-279
CD-6818 Phonics Gradc 2, Part 2 HwWB TX 4-182-280
6319 Reading (rade | HWB TX 4-219-075
CD-6820 Reading (rade 2 HwB TX 4-221-748
CD-6821 Reading Qrude ] WD TX 4-205-539
CN-AR22 Reading Comprelension HWB TX 4-209-773
CD-6823 | Reading Comprehension HWB TX 4-201-208
CD-6324 Reading Comprehension HWB TXu 714-237

CD-b823 Resding Comprehension HWB TX 4-203-345
CD-6826 Grammar HWE TX 4-161-572
CD-6827 Prelixes & Suffixes HWB TX 4-163-968
CD-6528 Synonyms, Antonyms & Homenyms HWR TX 4-163-969
CD-6829 Panting Practice HWBR TX 4-205-543
CnN-6330 Handwriting Practice HWB TX 4-201-213
(116811 Spclling & Wnting Grade | HWR TX 4.169-115
CD-6812 Spelling & Wnting Grude 2 HWR TX 4.205-541
CD-6811 Speliing & Wnting Grude 3 WD TX 4-219-074
CD56834 Vocabilary Develapment HWB TX 4-205-535
CD-6815 Wniting Letlors & Thank-You Notes Nnwn TX 4.221.747
CD-6316 Numbers [-10 HWB TX 4-219-076
CD-6817 Numbas 1-20 HWB TXu 714-206

CT-68318 Beginning Math HWB TX 4-221-744
CD-6819 Fun With Numbers 11WD TX 4-219-679
CD-6840 Addition Faots HWD TX 4-210-078
CD-6841 Subtraction Facts HWB TX 4-221-745
CD-6842 Additian & Subtraction HWB TX 4-163-971
CD-6843 Multplication Facts HWB TX 4-205-847
CD-684< Livision Facts FIWB TX 4-205-544
CD-68458 Mullip“r:aﬁm & Divimon HWB TXu 710480

CD-6846 Duvvimals HwB TX 4.161-870
CD-6847 Frachions Hwi TX 4.153-500
CD-6848 Whole Numbcrs HWB TXu 710479

CD-6849 Beginning Money Skills FIW TX 4-221-749
C1)-6850 Basics About Moncy HWB TX 4-205-317
CD-G85¢ Mazth Grade ) HWB TX 4-225-742
CD-R52 Math Grude 2 HWB TX 4-203-138
CD-685) Math Grade 3 HWR TX 4.221-74)

Some of the ubove-registered copynghts are jointly owned.

625204.2
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- 4.

cor

FPatented Prodacts

CD# Description Catepory Status Patent Reglistration
CD-3620 Big Appic Shapc Pocket Chart Patent Pending

CD-5621 Small Apple Shape I'ocket Chart Pxztent Fending

CD-Ju22 Overalls Shape Pockct Chart Patens Pending

CD-3621 Big School Bus Shape Pocket Chart Patent Pendhing e
CD-3624 Big Trec Shape Pocket Chari Putcnt Pending

CD-5701 Mulhi-Use Kit Fabrie Chart Patent 58001 %2
CD-5702 Clock Kit Fabne Chart Patent S0
CD-5703 Craph Gnd Kit Fabag¢ Chart Patcat 5800182
CN-5704 Number Line Kit Fabne Chart Patent $800182
CD-5705 Piggy Bank Kat Fabne Chgt Patent 5800182
CD-5706 118, Map Kil Febric Chant Matent SROOI Y2
CDh-5707 World Map Kit Fabne Chart Putont SR K2
CD-5708 Alphabet Kit Fabnig Churt Patent $800182
CD-57Q0 Culendar Kit Fabric Chart Patent SR00162
CD-5710 Colon, Kil Fabrnic Chart Patent 5500182
CD-S711 Fracthians Kit Fabric Chart Putcnt 5800182
CD-5712 Hutmun Body Kit Pebrio Chact Petent 5800162
CD.S713 Numbers Kit Pabric Chact Patent 58001562
C-5714 Shapes Kit Fabric Chart Patent 5860182
CD-5715 Weather Kit Febnc Chart Patent 5800182

ULTIMATE PARENT'S TRADEMARKS

CANADA (Canadisn Trade-Marks Of‘ﬁcc)
Tracemark

CINAR

CINAR & Design

CINAR ANIMATION & Deslen

A RUNCH OF MUNSCII

CINAR & Design

HAPPY CASTLE

A BUNCH OF MUNSCH & Design
ARE YOU AFRAID OF THE DARK?
LA MAISON DE OUIMZIE & Design

WIMZIE'S HOUSE & Design

623206.2

Repistrmion Number

402531
439,594
449,038
466,700
40250
374,401

460,279

Applicetian KNumber

0651599
0746 522
0741 351
6768,77R
0652.596
06601.776
n763. 777
0765856
0305.265

0805,266
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UNITED STATES OF AMERICA (United States Putent and Trademark Office)

Trademark Registration Numbher Application Nymber
CINAR (atylized lotter) 1,946,284 74500392
CINAR ANIMATION & Deslen 2,024,296 74-503,471
ARE YOU AFRAID OF THE DARKY? — 74-594.577
WIMZIE'S WOUSE & Dcsign — 75-403.708
WIMZIE'S HOUSF. & Desiga — 75-178.684
625206.2
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ULTIMATE PARENT'S COPYRIGHTS

ARE YOU AFRAID OF THE DARK? (I51)
{Episodes 27-39)
Copyright Registration - CANADA

ARE YOU AFRAID OF THE DARK? (1V)
{Episodes 40-52)
Copynight Regiawation - CANADA

ARE YOU AFRAID OF THE DARK? (V)
{Episodes 53-65)
Copynght Registration - CANADA

ARSENE LUPIN (1-25)
Copyright Registration - CANADA

LES BABALOUS (1-65)
Copyright Registration - CANADA

BONJOUR TIMOTHY
Copyright Registration - CANADA

Claillou (65 x 5 minute cpisodes) .
Copyright Registration - CANADA - STATUS: UNREGISTERED

Calllon (65 x 5 minute episodes)
Copyright Registration - U.S. - STATUS: UNREGISTERED

CHAT PERCHE (1-15)
Copynght Registration - CANADA

CHRIS CROSS (7-13)
Copynight Repistration - CANADA

THE COUNTRY MOUSE AND THE
CITY MOQUSE ADVENTURES (1-26)
Copyright Registration - CANADA & U.S,

THE COUNTRY MOUSE AND THE

CITY MOUSE ADYENTURES (1-26)
Copyright Registration -~ CANADA

625206.2
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EMILY OF NEW MOON (1-13)
Copyright Registration - CANADA & U.S.

EMILY OF NEW MOON IT (13-26) AND 11 (27-39)
Copyright Registratdon - CANADA ~ STATUS: UNREGISTERED

EMILY OF NEW MOON IT (14-26)
Copyright Registration — U.S. — STATUS: UNREGISTERED

FAVORITE SONGS
“Huppy Birthday to You"
Copyright Registration - CANADA

FAVORITE 8ONCS
“nigy Bitsy Spider” / “Spider Junior High"
Copyright Registration — CANADA

FAVORITE SONGS
“Humpty Dumpty”
Copyright Registration -- CANADA

FAVORITE SONGS
“I'm n Little Tcapot” / “The Runaway Teapot”
Copyright Reglistration — CANADA

FAYORITE SONGS
“Rain, Rain Go Away” / “The Prince’s Rain”
Copyright Registration - CANADA

FAVORITE SONGS
“Three Little Kittens. .. / “Ice Queen’s Mittens”
Copyright Registration - CANADA

FAVORITE SONGS
“Happy Birihday to You"
Copyright Registration — U.S.

FAVORITE SONGS
“itsy Bitsy Spidcr™/ “Spider Junior High™
Copyright Registration — U.S.

FAYORITE SONGS
“Humpty Dumpty”
Copyright Reuistration - U.S.

625206.2
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FAVORITE SONGS
*“I'm a Litde Teapot™ / “The Runsway Tcapot”
Copyrighl Registration - LLS.

FAVORITE SONGS
“Rain, Rain Go Away” /“The Prince’s Ramn"
Copyright Registration — U.S.

FAYVORITE SONGS
“Three Little Kittens...” / “Tee Quocn's Miltens™
Copyright Registration — U.S.

FAVORITE SONCS

Scven (7) Cenificates

Copyright Registration — U.S.

“The Real Story of Twinkle Twinkie Little Star™
“The Rea! Story of Baa Baa Black Shecp”
“Tho Real Story of Here Comes the Bride”
“The Real Story of Q’Chnistrnas Tree”

“The Real Story of Frere Jacques™

“The Reatl Story of Au Clair de 1a Lune”
“The Real Story of Sur le Pont 4'Avignon™

- Registralion of Assignnent of Copyright in
the seven (7) shows listed above — .S,

LITTLE LULU (1-6)
Copyright Registratron - CANADA & U.S.

LITTLE LULU (7- 26)
Copyright Registration - U.S.

THE MAKING OF MILLION DOLLAR BABIES

Copymiglit Registration - CANADA

MILLION DOLLAR BABIES
Copyright Registration - CANADA

MILLION DOLLAR BARIES
Copyright Registration — U.S.

LES NOUVELLES AVENTURES DES INTREPIDES (27-52)

Copyright Registration ~ CANADA

6252062
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ILES HISTOIRES DU PERE CASTOR (27-52)
Copyright Registration - CANADA

THE BUSY WORI,D OF RICIIARD SCARRY (14-26)
Copyright Registration - CANADA

ROBINSON SUCROE (1-26)
Copyught Ragistration - CANADA

Scl-Squad (1-13)
Copyright Registration — CANADA - STATUS: UNREGISTERED

Sci-Squad (1-13)
Copyright Registration - U.S. - STATUS: UNREGISTERED

SLEEP ROOM (The)

WHITE FANG (The Legend of) (1-26)
Copyright Registration - CANADA

WIMZIE’'S HOUSE (1-56)
Copyright Qegistration —- CANADA

THE WHOLE OF THE MOON
Copyright Registration - CANADA

THE WONDERFUL WIZARD OF OZ
Copytight Registration ~ CANADA

625206.2
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EXHIBIT A
POWER OF ATTORNEY

This Powes of  Attorncy is cxecuted and delivered by
- , a . [corporation/limited
partncrship/Nova Scotia unlimited liability comnpany] (the “Grantor®) to Royal Bank of Canada
(hercinafter referred to as the “Attorney™), as Lender under that certain Credil Apreement dated
as of January 25, 1999, among Waterways LP. and Carson-Dcllosa Publishing Company, Inc.,
the other Credit Parties (as defined therein) signatory thereto and the Attorney (as from ume to
timo amended, rcstated, supplemented or otherwise modified, the “Credit Agreement™), the
rclaled Sccurity Agreement dated as of February 5, 10495 (the “Security Agresment’”) and other
related documents provided thercin or conternplated thereby (the “Loen Documents™). No
person to whotn this Power of Attorncy is prescoted, as authority for the Attomey to take any
action or actions conlemplated hereby, shall be required to inquire or seek confirmation froni e
Grantor as to the authority of the Attorncy (o take any action described below, or a3 to the
existonco of or fulfiliment of any condition to this Power of Attomeay, which is intended to grant
to the Attorney unconditionally tho authority to take and poerform the actions contemplated
hetein, and the Grantor irrevocebly waives sny right to commence any suit or action, i law or
cquily, against any person or cntity which acts in reliance upon ot acknowledges tho authority
granled under this Power ol Attorney. The power of attorney granted hereby is coupled with an
intcrest and is irrevocable until the Termination Date {as definud in the Credit Agrecment) as
pravided in the Sccurity Agreement.

The Grantor hereby irrcvocably constitutcs and appoints the Attorney (and all officers,
employees or agents designated by the Atforncy), with full power of substitution, as the
Granlor's true and lawful attorney-in-fact with full irrovocable power and suthonity in the placc
and stead of the Gruntor and i the name of the Grantor or in its own pame, from time 10 time in
the Attorney's discrction, 10 take any and all appropriate action and to execute and deliver sny
and all documents and instrumcnts which may bo neccssary or desirable to sccomplish the
purposes of the Loan Documents and, without limiting the generality of tho forcgoing, the
Granter hereby grants to the Atlomcy the power and nght, on behalf of the Grootor, without
notice to or assent by the Grantor, and at any time, to do the following: (8) change the mailing
addrcss of thc Grantor, open a post office box on behalf of the Granior, open mail for the
Grantor, and ask, domand, collect, give acquittances and rcceipls for, tike possession of, ondorsc
any invoices. freight or express bills, biils of lading. storage or warchouse receipts, drafts againat
debtors, assignments, verifications, and notices in connection with any property of the (rantor;
(b) effect any repairs to any assets of the Grantor, or continue or obtain any insurance und pay all
or :my part of the premiums therefor and costs thereof, and make, scttle and adjuct all clams
under such policies of insurance, and make all detenninations and decisions with respect to such
policies; (c) pay or discharge any taxcs, liens, sccunty inlerests, or other encumbrances leviad or
placed on or threatencd against the Grantor or its property; (d) defend any suif, aclion or
procceding brought ageinst the Grantor if the Grentor does not defend such suit, action or
proceeding ot iff Attorncy believes that the Grantor 1s not pursuing such dcfense in 2 manner that
will muximize the recovery to the Attorney, and settlo, compromisc or adjust any suit, ction, or
procecding descnibed above and, in commection therewith, give such disoharges or roleases as the
Attorney may deem appropriate; (<) file or prosecuie any claim, litigation, suit or proceeding in
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any court of competant jursdiction or before any urbitrator, or tuke any other aclion otherwisc
deemed sppropriate by the Attomey for the purpuse of collceting any and all such moreys duc to
the Grantor whenever payahle and to enforce any other night in respect of the Graator's property;
(0} cause the ccrtihied public accountants then engaged by the Grantor to prepare and deliver to
the Attomncy at any timc and from time to time, promptly upon the Attorncy’s request, the
follawing rcports: (1) a reconciliation of all accounts, (2) an aging of all accaunts, (3) trial
balances, (4) test verifications of such accounts as (he Attomey may request, and (5) the results
of cach physical verification of inventory, (g) communicatc 1n 1ts own name with any party to
any Contract with regard 1o the assignment of the night, title and intcrest of such Grantor in and
under the Contract with regard to the assignment of the right, title and interest of such Grantor in
and under the Contracts and other matters rolating thereto, and (h) exccule, in connection with
any gale provided for in any Loan Documcnt. any endorsements, assignments or other
instruments of convcyance or transfer with respect lo the Collateral and to otherwise dircct such
saie or resale, all as though the Altorney were the absolute owner of the property of the Grantor
for all purposes, and to do, at the Atomey's option and the Grantor’s cxpense, 4t any time or
from time 1o time, all acls and other things that the Attorney rcasonably decms nccessary (0
perfect, preserve, or rcalizc upon thc Grantor’s propcrly or asseis and the Attomey's Liens
thereon, all as fully and effectively as the Grantor might do. The Grantor hereby ratifics, to the
exlent permitted by law, all that said Attomcy shall lawfully do or cause to be done by virtuc
hercof. This Power of Attorney is govemed by the [aws o{ the State of New York.

IN WITNESS WHEREOF, this Power of Attorney is cxccuted by me Grantor this

day of
[GRANTOR]
By:
Name:
Titl=:
ATTEST:
By:
‘Title:
625306.2
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