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SECURITY AGREEMENT

This Security Agreement (this "Agreement”) is executed on June24, 2001 by Rico Corporation dba
Rice Intemnational, a California corporation, of 8484 San Fermando Roead, Sun Valley, California
91352 ("Debtor").

As secunity for the payment and performance of all of Debtor's obligations 10 BARCLAYS BANK
PLC (together with 1ts successors and assigns, "Bank"), irespective of the manner in which or the
time ar which such obligatuons arose or shall arise, and whether direct or indirect, alone or with oth-
ers, absolute or contingent, Debtor does hereby grant a continuing lien and security interest in, and
assigns, pledges, conveys, and wransfers to Bank, the personal property, whether now or hereafier
owned or in existence and all proceeds thereof ("Collateral"), which may be delivered or in the pos-
session or control of Bank or its agents, described as:

(a) All present and future accounts, accounts receivable, agreements, guar-
antees, contracts, leases, licenses, contract rights and rights to payment (collec-
uvely, the "Accounts’), together with all instruments, documenys, chaucl paper,
security agreements, guaranties, undertakings, surety bonds, insurance policies,
notes and drafis, all other supporting obligations, and all forms of ebligations ow-
ing 10 the Debtor or in which the Debtor may have any interest, however created or
ansing;

(b) All present and future general intangibles, agreements, guarantees, con-
tracls, contract rights, letter-of-credit nighis, instruments, documents, leases, li-
censes and rights to payment; and all other forms of obliganions owing 1o the
Debtor or in which the Debtor may have any interest, however created or arising;
all tax refunds of every kind and nature to which the Debtor now or hereafter may
become entitled, however arising, all other refunds, all commitments 1o extend fi-
nancing to the Debtor, and all deposits, goodwill, choses in action, trade secrets,
computer programs, software, customer lists, trademarks, trade names, patents,
licenses, copyrights, technology, processes, proprietary information, insurance
proceeds and warranties including, the Copyrights, the Patenrs, the Marks and the
goodwill of the Debtor’s business connected with and symbolized by the Marks,
including those listed on Schedule A;

(¢} All present and future demand, time, savings, passbook, deposit and
like accounts (general or special) (collectively, the "Deposit Accounts™) in which
the Debior has any interest which 1s maintained with any bank, savings and loan
association, credit union or like orgamization, including, each account listed on
Schedule B (as such Schedule may be supplemented from ime to time in accor-
dance with the terms of this Agreement), and all money, cash and cash equivalents
of the Debtor, whether or not deposited in any Deposit Account;

(d) All present and future books and records, including, books of account
and ledgers of every kind and nature, all electronically recorded data relating 10 the
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Debtor or the business thereof, all receptacles and containers for such records, and
all files and correspondence, including those located at the addresses listed on
Schedule C;

(e) Al present and funure goods, including, (i) musical instruments, and
(i1) all furmiture, fixtures, furnishings, machinery, automobiles, rrucks, other vehi-
cles, spare parts, supplies, equipment, tooling, molds, patterns, dies and other ran-
gible property owned by the Debtor and used, held for nse or useful in connection
with its business, wherever located, and all other goods used 1n connection with or
in the conduct of the Debtor’s business or otherwise owned by the Debror (collec-
tively, the “Equipment™). including Equipment located at the addresses listed on
Schedule D;

() All present and future inventory and merchandise, including, all present
and future goods held for sale or lease or 1o be furnished under a contract of ser-
vice, all raw marenials, work in process and finished goods, all packing matenials,
supplies and containers relating 1o or used in connection with any of the foregoing,
and all bills of lading, warehouse receipts and documenis of title relating to any of
the foregoing (collecnively, the “Inventory™), including Inventory located at the
addresses listed on Schedule D;

(g) Al present and future stocks, bonds, debentures, certificated and uncer-
tificared securities, security entitlements, subscription rights, options, warrants,
puts, calls, cerrificates, securities accounts, commodity contracts, comumodity ac-
counts, parmership interests, limited liability company interests, join1 venture in-
terests and investment and/or brokerage accounts (“Investment Property™), includ-
ing Investment Property listed in Schedule B, and al} other investment property,
and all rights, preferences, privileges, dividends, distributions (in cash or in kind),
redemption payments or liquidation payments with respect therero;

(h} All present and future accessions, appurienances, COmMponents, repairs,
repair parts, spare parts, replacements, substitutions, additions, issue and/or im-
provements to or of or with respect to any of the foregoing;

(i) All other tangible and intangible personal property of the Debior;

() Al rights, remedies, powers and/or privileges of the Debtor with re-
spect 1o any of the foregoing; and

(k) Any and all proceeds and products of the foregoing, including, all
money, accowts, general intangibles, deposit accounts, documents, instrurments,
letter-of-credit rights, investment property, chattel paper, goods, insurance pro-
ceeds and any other 1angible or intangible property received upon the sale or dis-
position of any of the foregoing.
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The grant of a secunty interest in proceeds does not imply the right of Debtor to sell or dis-
pose of any Collateral outside the ordinary course of business without the express consent in writing
by Bank.

AGREEMENT

1. The rerm "credit” or "indebredness” is used throughout this Agreement in its broadest and
most comprehensive sense. Collareral shall be security for all nonconsumer indebtedness of Debior
to Bank in accordance with the terms and conditions herein. Terms used herein without definitions
shall have the meanings ascribed to them in the Uniform Commercial Code, as in effect from ime to
time in the Srate of California.

2. Debtor will: (a) pay when due all indebtedness to Bank, (b) execute such Financing State-
ments and other documents and do such other acts and things as Bank may from time to time require
to establish and maintain a valid perfecred security interest in Collateral, including payment of all
costs and fees in connection with any of the foregoing when deemed necessary by Bank; (c) furnish
Bank such information concerning Debror and Collateral as Bank may from time to time request,
including but not limited o current financial statements; (d) keep Collateral separate and idenrifiable
and at the locations described herein and permit Bank and its representatives to inspect Collateral
and/or records pertaining thereto from time to time during normal business hours; (¢) not sell, assign
Or create or permit o exist any lien on or security interest in Collateral in favor of anyone other than
Bank, Fleet National Bank, and Union Bank of Cahifomia, unless Bank consents thereto in writing
and at Debtor's expense upon Bank's request remove any unauthorized lien or security interest and
defend any claim affecting the Collateral; (f) pay all charges against Collateral prior to delinquency
including but not limited to taxes, assessments, encumbrances, insurance and diverse claims, and
upan Debror's failure to do so Bank may pay any such charge as it deems necessary and add the
amount paid to the indebtedness of Debtor hereunder; (g) protect, defend and maintain the Collateral
and the perfected security interest of Bank and ininate, commence and maintain any action or pro-
ceeding 1o protect the Collateral; (h) relmburse Bank for any expenses including but nor limited 1o
reasonable altorneys' fees and expenses (including the allocated costs of Bank's in-house counsel and
legal s1aff) incurred by Bank in seeking to protect, collect or enforce any rights in Collareral;
(1) when required, provide insurance in form and amounts and with companies acceptable 1o Bank
and when required assign the policies or the rights thereunder to Bank; (j) maintain Collateral in
good condition and not use Collateral for any unlawful purpose; (k) perform all of the obligations of
the Debtor under the Collateral and save Bank harmless from the consequence of any failure to do
so; (1) at its own expense, upon request of Bank upon the occurrence of an Event of Default (as de-
fined in paragraph 4 below), notify any parnies obligated ro Debvor on any Collateral to make pay-
ment 1o Bank and Debtor hereby irrevacably granis Bank power of attorney to make said notifica-
tions and collections; and (m) promptly, but in any event prior to August 10, 2001, take such action
as Bank may request to grant to Bank a securily interest, perfecred as accepiable 10 Bank, in the hife
imsurance policies, including all cash surrender value, for Richard Knaub (Policy No. 120994070),
Marvin Snyder (Policy No. 120994050), Leon Cooper (Policy Na. 12024790), August Kund (Policy
No. 121024800), and Jean Francois Rico (Policy No. 121264450), issued by Pacific Murual Life In-
surance Company, including but not limited 10 causing such insurance company to name Barnk as an
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addinonal insured and/or loss payee under such policies, and causing the execution of all documenis,
including a collateral assignment, by such insurance company and Debtor with respect to such poli-
cies as arc necessary to perfect Bank’s security interest in the policies. Debrtor hereby appoints Bank
the rue and lawful attorney of Debiar and authorizes Bank to perform any and all acts which Bank
in goad faith deems necessary for the protecrion and preservation of Collateral or its value or Bank's
perfected security interest therein, including transferring any Collateral into its own name and receiv-
ing the income thereon as additional security hereunder. Bank does not assume any of the obliga-
tions arising under the Collateral.

3. Debtor warrants thar: (2) 1 is and will be the lawful owner of all Collateral free of all claims,
liens, encumbrances and setoffs whatsoever, other than the secarity inverest granied pursuant hereio
and the security interests granied to Fleet National Bank and Union Bank of California; (b) it has the
capacity to grant a secunity mierest in Collateral to Bank; (¢} all information furnished by Debtor to
Bank herein or hereafter, whether oral or written, 1s and will be correct and true as of the date given;
and (d) the execution, delivery and performance hereof are within Debror’s powers and have been
duly authorized.

4. The term Event of Default has the meaning set forth in that certain Group Extension and
Waiver Agreerment, dated on or about the date hereof, between, inter alia, Bank and Debtor, while
that agreement 1s in full force and effect, and thereafier Event of Defauit has the meaning set forthin
that centain revolving credir facility, dated as of Jannary 25, 2000, berween Bank and Boosey &
Hawkes PLC.

S. Whenever an Event of Default occurs, Bank, at its option, may (a) sell, lease or otherwise
dispose of Collateral at public or private sale; unless Collateral is perishable and threatens to decline
speedily in value or is of a type customarily sold on a recognized market, Bank will give Debtor at
least five (5) days prior written notice of the time and place of any public sale or of the time after
which any private sale or any other intended disposition may be made; (b) mansfer any Collateral
into its own name or that of its nominee; (¢) retain Collateral in satisfaction of obligations secured
hereby, with notice of such retention sent to Deblor as required by law; (d) notify any parties obli-
gated on any Collateral consisting of accounts, instruments, chattel paper, choses in action or the like
to make payment 1o Bank and enforce collection of any Collateral; (¢) file any action or proceeding
which Bank may deem necessary or appropriate 1o protect and preserve the right, title and interest of
Bank in the Collateral; (f) require Debior 1o assemble and deliver any Collateral 1o Bank ar a rea-
sonably convenient place designated by Bank; (g) apply all sums received or collected from or on
account of Collateral, including the proceeds of any sales thereof, 1o the paymens of the costs and
expenses incurred in preserving and enforcing rights of Bank, including but not limited 1o reasonable
atrorneys' fees (including the allocared costs of Bank's in-house counsel and legal staff), and indebt-
edness secured hereby in such order and manner as Bank in its sole discretion determines; Bank shall
account To Debior for any surplus remaining thereafter, and shall pay such surplus to the party enti-
tled thererta, including any second or pari passu secured party who has made a proper demand upon
Bank and bas furnished proof 1o Bank as requested in the manner provided by law: in like manner,
Debtor agrees to pay to Bank withour demand any deficiency after any Collareral has been disposed
of and proceeds applied as aforesaid; and (h) exercise its banker's lien or right of setoff in the same
manner as though the credit were unsecured. Bank shall have all the rights and remedies of a se-
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cured party under the Uniform Commercial Code of California in any jurisdiction where enforce-
ment is sought, whether in said state or elsewhere. All rights, powers and remedies of Bank here-
under shall be cumulative and not allernative. No delay on the part of Bank in the exercise of any
right or remedy shall constitute a waiver thereof and no exercise by Bank of any right or remedy
shall preclude the exercise of any other night or remedy or further exercise of the same remedy.

6. Debtor waives; (a) all right to require Bank 1o proceed against any other person including any
other Debtor hereunder or to apply any Collateral Bank may hold at any time or to pursue any other
remedy; Collateral, endorsers or guarantors may be released, substituted or added without affecting
the lLiability of Debtor hereunder; (b) the defense of the Statute of Limitations in any action upon any
obligations of Debtor secured hereby; (¢) any right of subrogation and any right 1o parucipate in Col-
lateral until all obligations secured hereby have been paid in full.

7. The right of Bank to have recourse against Collareral shall not be affected in any way by the
fact thart the credit is secured by a mortgage, deed of trust or other lien upon real property.

8. The security interest granted herein is irrevocable and shall remain in full force and effect
until there is payment in full of the indebtedness or the security interest is released in writing by
Bank.

9. Debtor shall be obligated to request the release, reassignment or return of Collateral after the

payment in full of all existing obligations. Bank shall be under no duty or obligation 1o release, reas-
sign or refurn any Collateral except upon the express written request of Debtor and then only where
all of Debror's obliganions hereunder have been paid in full.

10.  All words used herein in the singular shall be deemed to have been used in the plural when
the context and construction 5o require.

11.  This Agreement shall inure 1o the benefit of and bind Bank, its successors and assigns and
each of the undersigned, their respective heirs, executors, adminisirarors and successors in inferest.
Upon transfer by Bank of any part of the obligations secured hereby, Bank shall be fully discharged
from all liability with respect 1o Collaieral transferred therewith.

12.  Whenever possible, each provision of this Agreement shall be interpreted 1n such manner as
to be effective and valid under applicable law, bur, if any provision of this Agreement shall be pro-
hibited or invalid under applicable law, such provisions shall be ineffective to the extent of such pro-
hibition or invalidity without invalidating the remainder of such or the remaining provisions of this
Agreement.

13.  Debior agrees ro mdemnify, defend, and save and hold harmless Bank and irs affiliates (each
and “[ndemnified Party”’) from and againsi, and shall pay on demand, any and all claims, damages,
losses, liabilities and expenses {(including without limitation reasonable fees and expenses of counse
and allocated costs of internal counsel) that may be incurred by or asserted or awarded against any
Indemnified Party, in each case arising out of or in connection with or resulting from this Agreement
(including without limiration enforcemeny of this Agreement), except 1o the extent that such claim,
damage. loss, liability or expense is found in a final, non-appealable judgment by a court of compe-
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tent junisdiction to have resulted solely from such Indemnified Party’s gross negligence or willful
misconduct.

14. Further Assurances.

(a)  Debror agrees thar from time to time, ar Debtor’s expense, it will promptly execuie
and deliver al) further instruments and documents, and iake all further actions, that Bank may
reasonably request to perfecy and protect any pledge, assignment o secusity nterest granted
or purported to be granted by Debtor hereunder, or 1o enable Bank to exercise and enforce its
rights and remedies hereunder with respect to any Collateral of Debtor. Without limiting the
generality of the foregoing, Debtor will prompily, with respect 1o the Collateral, (i) mark
conspicuously each chatrel paper with a legend in form and substance reasonably satisfactory
10 Bank, indicaring that such chattel paper is subject 1o the security interest granted hereby;
(i1} if any such Collateral shall be evidenced by a promissory note or other instrument or
chartel paper, deliver and pledge 1o Bank such note or instrument or chattel paper duly in-
dorsed and accompanied by duly executed instruments of wansfer or assignment, all in form
and substance satisfactory o Bank; (ii1) execure and file such financing or continuation
statements, or amendments thereto, and such other instruments or notices, as may be neces-
sary or desirable, or as Bank may request, to perfect and preserve the security interest granted
or purported to be granted by Debtor hereunder; (iv) deliver and pledge 1o Bank certificares
representing Collateral that constitutes certificated securities, accompanies by undated stock
or bond powers executed in blank; and (v) deliver o Bank evidence that all other action that
Bank may deem reasonably necessary or desirable 1o perfecy and protect the secunty interest
created by Debror under this Agreement has been taken.

(b) Debror hereby authonizes Bank to file one or more financing or continuation state-
ments, and amendmenis thereto, relating to all or any part of the Collateral of Debtor without
the signature of Debtor where permitted by law, A photocopy or other reproduction of this
Agreement or any financing starement covering the Collateral or any part thereof shall be
sufficient as a financing statement where permitied by law.

(c) Debtor will fumish to Bank from fime to time statements and schedutes further iden-
tifying and describing the Debtor’s Collateral and such other reports in connection with such
Collateral as Bank may reasonably request, all in reasonable derail.

(d)  Upon reasonable request of Bank, Debtor shall promptly, and in any event no later
than 42 days after such request of Bank, (1) execure and deliver, and cause each of the finan-
cial institutions listed on Schedule B hereto, Unjon Bank of California, and Fleet National
Bank 1o execute and deliver account conirol agreemenrs sufficient 1o perfect the Liens
granted on Debtor’s deposit accounts and secunities; and (1) execute and deliver such agree-
ments and instruments suitable for filing in the United Srates Parent and Trademark Office
and the Unired Srates Copyright Office as may be necessary or requested by Bank 1o perfect
Bank’s Lien on Debtor’s copyrights, patents and marks. Debtor shall promptly, and in any
event no later than 10 days after the execurion of this Agreement, execute and deliver such
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Uniform Commercial Code financing statements as may be requested by Bank o perfect
Bank’s lien on the Collateral.

{e) Debtor will prompily, but in any event prior to August 10, 2001, take such action as
Bank may request to (i) grant to Bank a secunly interest, perfected as acceptable to Bank, in
the hfe insurance policies (including all cash-surrender value) referred to in clanse 2(m)
above and in clause IV.N of that certain Loan Meodification Agreement, dated asof June _,
2001, between Debtor and Union Bank of California; and (ii) provide Bank with a certificate
from the insurers referred 10 in such clauses, reasonably sarisfactory to Bank, naming Bank
as addinional imsured and/or loss payee under such policies. Such acrion may include, with-
out limitation, causing the execution of all documents, including a collateral assignment, by
the insurance company and Debtor with respect 10 such policies as are necessary o perfect
Bank’s security interest in such policies.

(H Debror will, upon demand, pay to Bank the amount of any and all reasonable ex-
penses, including without imitation the reasonable fecs and expenses of its counsel (includ-
ing allocared costs of iniemal coynsel) and of any experts and agents that Bank may incurin
connection with (i) the adminisiration of this Agreement; (it) the custody, preservation, use
or operation of, or the sale of, collection from or other realization upon, any of the Collateral
of Debtor; (ili) the exercise or enforcement of any of the rights of Bank hereunder; or (iv) the
failure by Dehtor to perform or observe any of the provisions hereof.

15.  The laws of the State of California shall govemn this Agreement and the rights and obligations
of Diebtor and Bank under this Agreement, without regard to principles of conflicts of law.

16. DEBTOR AND BANK HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVE,
TO THE FULLEST EXTENT PERMITTED BY LAW, TRIAL BY JURY IN ANY LEGAL AC-
TION OR PROCEEDING RELATING TO THIS AGREEMENT AND FOR ANY COUNTER-
CLAIM THEREIN.
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Debtor

RICO CORPORATION dba RICO INTERNATIONAL.,
a California corporation,

By

Tide Presidret

Security Agreement Signanire Page
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SCHEDULE A
COPYRIGHTS, PATENTS AND MARKS
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