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SUBSIDIARIES SECURITY AGREEMENT

SECURITY AGREEMENT, dated as of July 6, 1998, made by RAPID RACK
INDUSTRIES, INC., a California corporation (the “Grantor™), in favor of CANADIAN
IMPERIAL BANK OF COMMERCE (“CIBC"), as agent (in such capacity, the “Agent™) for
the Lenders (the “Lenders”) and CIBC as issuer of the Letters of Credit ’(as defined in the

Credit Agreement referenced below) ( in such capaci “Issuing '
i pacity, the “Issuing Lender”
Credit Agreement referred to below. o) partes to the

RECITALS

Pursuant to the Credit Agreement, dated as of November 86,

apd restated as of July 6, 1998 (as further amended, supplemented or omerv:i?c»:?ma:c?ig:]degiers
tme to time, the “Credit Agreement”), among STREATER, INC., a Delaware corporation
(the “Borrower”), the Lenders, the Issuing Lender and the Agent, the Lenders have severally
agreed to make loans to and the Issuing Lender has agreed to issue letters of credit for the -
account of the Borrower upon the terms and subject to the conditions set forth therein, such
loans to be evidenced by the Notes issued by the Borrower thereunder. It is a condition
precedent to the obligation of the Lenders to make their respective loans to the Borrower, and
of the Issuing Lender to issue its letters of credit, under the Credit Agreement that the Grantor
shall have executed and delivered this Security Agreemnent to the Agent for the ratable benefit
of the Lenders and the Issuing Lender.

 NOW, THEREFORE, in consideration of the premises and to induce the
Lenders, the Issuing Lender and the Agent to enter into the Credit Agreement and to induce
the Lenders to make their respective loans to the Borrower, and the Issuing Lender to issue its
letters of credit, under the Credit Agreement, the Grantor hereby agrees with the Agent, for
the ratable benefit of the Lenders and the Issuing Lender, as follows:

1. Defined Terms. (a) Unless otherwise defined herein, capitalized terms
which are defined in the Credit Agreement and used herein shall have the meanings given to
them in the Credit Agreement; the following terms which are defined in the Uniform
Commercial Code in effect in the State of New York on the date hereof are used herein as so
defined:  Accounts, Chattel Paper, Documents, Equipment, Farm Products, General
Intangibles, Instruments, Inventory and Proceeds; and the following terms shall have the

following meanings:

“Bank Account”: (i) a deposit, custody or other account (whether, in any case,
time or demand or interest or non-interest bearing) maintained by the Grantor with the Agent,
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any Lender or the Issuing Lender, (ii) all cash and securities from time to tim
credit of such account, and (iii) all interest, principal and other distributio
with respect to, such account or such cash or securities.

“Grantor General Account™: as defined in Section 3(d)(ii)(B).

“Code”: the Uniform Commercial Code as from time to time in effect in the
State of New York.

e standing to the
ns payable on or

“Collateral™: as defined in Section 2 of this Security Agreement.

| . “Collateral Account”: any collateral account established by the Agent as
provided in Section 3(d) or 8 (including, without limitation, the Concentration Account).

“Concentration Account”: as defined in Section 3(d)i)(D).

“Contracts”: the contracts and agreements listed on Schedule VI hereto, as the
same may from time to time be amended, supplemented or otherwise modified, including,
without limitation, (a) all rights of the Grantor to receive moneys due and to become due to it
thereunder or in connection therewith, (b) all rights of the Grantor to damages arising out of,

or for, breach or default in respect thereof and (c) all rights of the Grantor to perform and to
exercise all remedies thereunder.

“Copyright”: (a) any copyright in any original work of authorship fixed in any
tangible medium of expression (including, without limitation, any thereof referred to on
Schedule [ hereto), including, without limitation, all databases, source codes, object codes and
manuals, whether published or unpublished, whether now or hereafter existing, and whether in
the United States or any other country, and all applications, registrations, renewals, extensions
and recordings relating thereto filed tn the United States Copyright Office or in any other
governmental office or agency in the United States or any other country or political
subdivision thereof, in each case in which the Grantor has any right, title or interest, whether
as author, assignee, transferee or otherwise, and all other rights which the Grantor presently
has or hereafter acquires pursuant to any Copyright License relating to any such copyright,
including, without limitation, copyright assignments, and exclusive and nonexclusive licenses,
and (b) all right, title and interest of the Grantor in all physical materials embodying any work
with respect to which the Grantor owns or holds rights in any Copyright or Copyright License.

“Copyright License™: (a) any agreement, written or oral, naming the Grantor as
licensor or licensee, granting any right in or to any Copyright or copyright registration in the
United States or any foreign country (including, without limitation, any thereof referred to on
Schedule | hereto) or (b) any and ail present and future agreements, including, without
limitation, assignments and consents, as any such agreements may from time to time be
amended or supplemented, pursuant to which the Grantor now has or hereafter acquires any
direct or beneficial interest in any Copyright, or is a grantor of rights to any third party with
respect to any copyright, whether as a party to any such agreement or as an assignee of any
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rights under any such agreement (including, without limitation, any thereof referred to on
Schedule [ hereto) excluding, however, non-exclusive computer software licenses.

“Demand Deposit Account”: as defined in Section 3(d)(i)(A).

W 1 as to any.Person, any swap, cap, collar or similar
arrangement entered into by such Person providing for protection against fluctuations in

interest rates or currency exchange rates or the exchange of nominal interest obligations, either
generally or under specific contingencies. ’

“Lockbox”: as defined in Section 3(d)(i)(A).

“Lockbox Account”: as defined in Section 3(d)(i)(A).

“Lockbox Assignment Agreement”: as defined in Section 3(d)(i}(A).
“Lockbox Bank™: as defined in Section 3(d)(i)(A).

“Lockbox Office™: as defined in Section 3(d)(1)(A).

“Patents”: (a) all letters patent of the United States or any other country,
including patents, design patents and utility models, and all registrations and recordings
thereof, including, without limitation, any thereof referred to in Schedule II hereto, (b) all
applications for letters patent of the United States or any other country and (c) all reissues,
extensions, divisions, continuations and continuations-in-part thereof, and the inveniions
disclosed or claimed therein, including the right to make, sell and/or use the inventions
disclosed or claimed therein; including, without limitation, any thereof referred to in
Schedule II hereto.

“Patent License”: any agreement, whether written or oral, providing for the
grant by or to the Grantor of any right to manufacture, use or sell any invention covered by a
Patent, and all rights of the Grantor under such agreement; including, without limitation, any
thereof referred to in Schedule 11 hereto.

“Hedge Agreement”: as to any Person, any swap, cap, collar or similar
arrangement entered into by such Person providing for protection against fluctuations in
interest rates or currency exchange rates or the exchange of nominal interest obligations, either
generally or under specific contingencies.

“ 1 1 ».

the collective reference to (a) the Obligations, and (b)
all obligations and liabilities of the Grantor to the Agent and the Lenders, whether direct or
indirect, absolute or contingent, due or to become due, or now existing or hereafter incurred,
which may arise under, out of or in connection with any Hedge Agreement entered into by the
Grantor with any Lender and any other document made, delivered or given in connection
therewith, whether on account of principal, interest, reimbursement obligations, fees,
indemnities, costs, expenses (including, without limitation, all fees and disbursements of
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counsel to the Agent or to the Lenders that are required to be paid by the Grantor pursuant to
the terms of such Hedge Agreement or other documents) or otherwise.

“Security Agreement”: this Security Agreement, as amended, supplemented or
otherwise modified from time to time.

“Trademarks™: (a) all trademarks, trade names, corporate names, company
names, business names, fictitious business names, trade styles, service marks, logos and other
source or business identifiers, all prints or labels on which any of the foregoing appear, and all
designs and general intangibles of a like nature, and the goodwill associated therewith or
symbolized thereby, and all other assets, rights and interests that uniquely embody such
goodwill, now existing or hereafter adopted or acquired, all registrations and recordings
thereof, and all applications in connection therewith, whether in the United States Patent and
Trademark Office or in any similar office or agency of the United States, any state thereof or
any other country or any political subdivision thereof, or otherwise, including, without
limitation, any thereof referred to in Schedule III hereto, and (b) all extensions or renewals
thereof.

“Trademark License”: any agreement, written or oral, providing for the grant
by or to the Grantor of any right to use any Trademark, including, without limitation, any
thereof referred to in Schedule III hereto.

“Vehicles™: all cars, trucks, trailers, construction and earth moving equipment
and other vehicles covered by a certificate of title law of any State and, in any event,
including, without limitation, the vehicles listed on Schedule IV hereto and all tires and other
appurtenances to any of the foregoing.

«Zero Balance Account”: as defined in Section 3(d)(I)(A).

(b) The words “hereof”, “herein” and “hereunder” and words of similar
import when used in this Security Agreement shall refer to this Security :Agreement as a whole
and not to any particular provision of this Security Agreement, and Sccnor.x. Schcdple. Annex,
and Exhibit references are (0 this Security Agreement unless otherwise specx_ﬁed. The
meanings given to terms defined herein shall be equaily applicable to both the singular and

plural forms of such terms.

2. Grant of Security Interest. As collateral security for the prompt and
complete payment and performance when due (whether at the stated maturity, by acceleration
or otherwise) of the Secured Obligations, the Grantor hereby grants to the Agent for Fhe
ratable benefit of the Lenders and the Issuing Lender a security interest in all qf the following
property now owned or at any time hereafter acquired by the Grantor or 10 which the Grantor

now has or at any time in the future may acquire any right, title or interest {collectively, the
“Collateral”):

(1)  all Accounts;
(i) all Bank Accounts;

4-

NCLIB1\EMORRISO\0040840.04

TRADEMARK
REEL: 002353 FRAME: 0715



(iii)  all Chattel Paper;
(iv) all Contracts:
(v)  all Copyrights;
(vi)  all Copyright Licenses:
(vid) all Documents;
(viii)  ail Equipment;
(ix)  all General Intangibles;
(x)  all Instruments;
(xi) all Inventory;
(xit)  all Patents;
(xii1)  all Patent Licenses;
(x1v) all Trademarks;
(xv)  all Trademark Licenses;
(xvi) all Vehicles:
(xvii)  all books and records pertaining to the Collateral; and
(xvii)  to the extent not otherwise included, all Proceeds and
products of any and all of the foregoing.

(@) Grantor Remains Liable under Accounts and Contracts. Anything herein
to the contrary notwithstanding, the Grantor shall remain liable under each of the Accounts
and Contracts to observe and perform all the conditions and obligations to be observed and
performed by it thereunder, all in accordance with the terms of any agreement giving rise to
each such Account and in accordance with and pursuant to the terms and provisions of each
such Contract. None of the Agent, nor any Lender nor the Issuing Lender shall have any
obligation or liability under any Account (or any agreement giving rise thereto) or under any
Contract by reason of or arising out of this Security Agreement or the receipt by the Agent or
any such Lender or the Issuing Lender of any payment relating to such Account or Contract
pursuant hereto, nor shall the Agent, nor any Lender nor the Issuing Lender be obligated in
any manner to perform any of the obligations of the Grantor under or pursuant to any Account
(or any agreement giving rise thereto) or under or pursuant to any Contract, to qlake any
payment, to make any inquiry as to the nature or the sufficiency of any payment received by it
or as to the sufficiency of any performance by any party under any Account (or any agreement
giving rise thereto) or under any Contract, to present or file any claim, to take any action to
enforce any performance or to collect the payment of any amounts which may have been
assigned to it or to which it may be entitled at any time or times.

()  Notice to Account Debtors and Contracting Parties. Upon the request of

the Agent at any time after the occurrence and during the continuance of an Event of Default,
the Grantor shall notify account debtors on the Accounts and parties to the Contracts that the
Accounts and the Contracts have been assigned to the Agent for the ratable benefit of the
Lenders and the Issuing Lender and that payments in respect thereof shall be made directly to

the Agent.

Obligations.
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{c) Analysis of Accounts and Contracts. The Agent shall have the right to
make test verifications of the Accounts in any manner and through any medium that it
_reasonably considers advisable, and the Grantor shall furnish all such assistance and
information as the Agent may require in connection therewith. At any time and from time to
time, upon the Agent’s request and at the expense of the Grantor, the Grantor shall cause
_independent public accountants or others satisfactory to the Agent to furnish to the Agent
reports showing reconciliations, aging and test verifications of, and trial balances for, the
Accounts. The Agent may in its own name or in the name of others communicate with acr:ount
debtors on the Accounts and parties to the Contracts to verify with them to its satisfaction the
existence, amount and terms of any Accounts or Contracts.

(d) Collections on_Accounts. (i) Lockbox System. (A) There has been
established by the Grantor the lock-box (the “Lockbox™) and related demand deposit account
(the “Demand Deposit Account”; the Lockbox together with the Demand Deposit Account is
referred to herein as the “Lockbox Account”) listed on Schedule VII, with Wells Fargo Bank
N.A. (the “Lockbox Bank”) at its office located at 1000 East Garvey Avenue South, Suite 250,
West Covina, California 91790 (the “Lockbox Office”). On or prior to the Closing Date Lhe,
Grantor shall assign the Lockbox Account to the benefit of the Agent, pursuant to the R‘apid
Rack Lockbox Agreement. Upon the execution and delivery of the Rapid Rack Lockbox
Agreement the Lockbox Account shall be under the exclusive dominion and control of the
Agent. The terms and conditions of the Lockbox Account shall be in all respects satisfactory
to the Agent. The Grantor shall instruct each obligor with respect to an Account or Contract ’
to make all payments with respect thereto to a Lockbox or, by direct wire transfer, to a
Demand Deposit Account. The Agent shall instruct the Lockbox Bank, pursuant to the Rapid
Rack Lockbox Agreement, to deposit all payments received in any Lockbox into the related
Demand Deposit Account. The Grantor shall have no right of withdrawal from the Lockbox
Accounts. The Agent hereby authorizes the Grantor to collect the Accounts, subject to the
Agent’s direction and control, and the Agent may curtail or terminate said authority at any time
after the occurrence and during the continuance of an Event of Default.

* (B) Each deposit of any Proceeds of Accounts or Contracts in the Lockbox
Account shall be accompanied by a report identifying in reasonable detail the nature and source
of the payments included in the deposit. At the Agent’s request, the Grantor shall deliver to
the Agent all original and other documents evidencing, and relating to, the agreements and
transactions which gave rise to the Accouants, including, without limitation, all original orders,

invoices and shipping receipts.

(© Al Proceeds of Accounts or Contracts which are not sent directly to the
Lockbox or the Demand Deposit Account by an obligor, when collected by the Graator,
whether consisting of checks, notes, drafts, bills of exchange, money orders, commercial paper
of any kind whatsoever, Of other documents or otherwise, received in payment of any
Collateral or on account of any Account or Contract shall be promptly deposited by the
Grantor in the exact form received, except for any endorsement by the Grantor to the Agent, if
required, in the appropriate Demand Deposit Account, or shall be turned over to the Agent,
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and until so deposited or turned over, shall be deemed to be held in trust by the Grantor for
and as the Agent’s property and shall not be commingled with the Grantor's other funds.

(ii)  Distributions of Collections. (A) All Proceeds constituti i

. . 1uting collections
of Accounts or Contracts while held by the Lockbox Bank, the Agent (or by the Grantor in
trust for the Agent) shall continue to be collateral security for all of the Secured Obligations
and shall not constitute payment thereof until applied as hereinafter provided.

- (B)  So long as the notice referred to in Section (d)(ii)(C) has not been given
(or, if given, such notice has been withdrawn) and an Event of Default specified in either
Section 10(H)(i) or (i1) of the Credit Agreement has not occurred, the Lockbox Bank may, in
accordance with the Rapid Rack Lockbox Agreement, remit the excess of the amount, of
collected funds on deposit in the Lockbox Account on such day over a minimum balance
determined by the Lockbox Bank from time to time (the “Float Amount™) to a demand deposit
account of established in the name of the Grantor listed on Schedule VII under the heading
Grantor General Account (the “Grantor Geperal Account”™).

(C)  Upon the occurrence and during the continuance of an Event of Default
the Agent may notify the Grantor in writing that such Event of Default has occurred and is;
continuing, and that the remission of funds from the Lockbox Account to the Grantor General
Account is being curtailed; provided that no such notice need be given by the Agent to the
Grantor if such Event of Default is an Event of Default specified in either Section 10(f)(i) or ’
(ii) of the Credit Agreement. Any such notice to the Grantor shall be deemed to be notice to
all Loan Parties. Upon the giving of such notice, or upon the occurrence of an Event of
Default specified in either Section LO(f)i) or (ii) of the Credit Agreement, the Agent shall
direct the Lockbox Bank that any funds deposited into the Lockbox Account shall not be
remitted to the Grantor General Account (except that the Agent may, in its sole discretion,
continue to remit all or a portion of such funds to the Grantor General Account), and the
Agent shall be entitled, at the Agent’s sole discretion, to withdraw all or any portion of funds
deposited in the Lockbox Accounts and apply such funds to the payment of the Secured
Obligations int such order as the Agent may elect.

4. mmgmmnd_\lammms The Grantor hereby represents and

warrants that:

(a) Title: No Other Liens. Except for the Liens granted to the Agent for the
ratable benefit of the Leoders and the Issuing Lender pursuant to this Security
Agreement, and the other Liens permitted to exist on the Collateral pursuant to the
Credit Agreement, the Grantor owns each item of the Collateral free and clear of any
and all Liens or claims of others. No security agreement, financing statement or other
public notice with respect 10 all or any part of the Collateral is on file or of record in
any public office, except such as may have been filed in favor of the Agent, for the
ratable benefit of the Lenders and the Issuing Lender, pursuant to this Security
Agreement OT as may be permitted pursuant to the Credit Agreement.
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(b  Perfected First Priority Liens. When fi i
filed 'fn the offices in the jurisdictions listed in Schedule 1'SJaIllg”tlog t;?[(?":;;ril:SAhizzrr?: etn
the Liens granted pursuant to this Security Agreement will constitute perfectecgl Liensn' :
favor of the Agent, for the ratable benefit of the Lenders and the Issuing Lender, in ttin
Collateral as collateral security for the Secured Obligations, which Liens are vr{o -
all other Liens on the Collateral created by the Grantor and in existence on tIt)u:l gaio
hereof and which are enforceable as such against all creditors of and purchasers ﬁ-orrel
the Grantor and against any owner or purchaser of the real property where any of the

Equipment or Inventory is located and any present or future creditor obtaining a Lien
on such real property.

. (c?) Accounts. The amount represented by the Grantor to the Agent from
time to time as owing by each account debtor or by all account debtors in respect of the
Accounts will at such time be the correct amount actually owing by such account
debtor or debtors thereunder. No amount payable to the Grantor under or in
connection with any Account is evidenced by any Instrument or Chattel Paper which
has not .been delivered to the Agent. The place where the Grantor keeps its records
concerning the Accounts is 14421 Bonelli Street, City of Industry, California 91746.

(d)_ QQnuam No consent of any party (other than the Grantor) to any
Contract 1s required, or purports to be required, in connection with the execution,
delivery and performz'mce of thls.Securiry Agreement. Each Contract is in full force
and effect and constitutes a valid and legally enforceable obligation of the parties
thereto, except as enfqrce_abxliry may be limited by bankruptcy, insolvency, fraudulent
conveyance, reorganization, moratorium or other similar laws affecting the
enforcement of creditor’s rights generally and general equitable principles (whether
considered in a proceeding in equity or at law). No consent or authorization of, filing
with or other act by or in respect of any Governmental Authority is required in
connection with the execution, delivery, performance, validity or enforceability of any
of the Contracts by any party thereto other than those which have been duly obtained,
made or performed, are in fuil force and effect and do not subject the scope of any
such Contract to any material adverse limitation, either specific or general in nature.
Neither the Grantor nor (to the best of the Grantor’s knowledge) any other party to any
Contract is in default or is likely to become in default in the performance or observance
or any of the terms thereof in any manner that, in the aggregate, could reasonably be
expected to have a Material Adverse Effect. The Grantor has fully performed all its
obligations under each Contract. The right, title and interest of the Grantor in, to and
under each Contract are not subject to any defense, offset, counterclaim or claim which
could reasonably be expected to have a Material Adverse Effect, nor have any of the
foregoing been asserted or alleged against the Grantor as 10 any Contract. The Grantor
has delivered to the Agent a complete and correct copy of each Contract, including all
amendments, supplements and other modifications thereto. No amount payable to the
Grantor under or in connection with any Contract is evidenced by any Instrument or

Chattel Paper which has not been delivered to the Agent.
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(¢)  Inventory and Equipment. The Inventory and the Equipment are kept at
the locations listed on Schedule V hereto.

(H . thf_ﬁmu_v_gﬁfﬁgg The Grantor’s chief executive office and chief
place of business is located at 14421 Bonelli Street, City of Industry, CA 91746.

(g) Farm Products. None of the Collateral constitutes, or is the Proceeds
of, Farm Products.

(h) Insurance Policies. None of the Collateral constitutes an interest or

claim in or under any policy of insurance or contract for annuity, except to the extent
the same constitutes Proceeds.

() Copyrights. Patents and Trademarks. Schedule I hereto inciudes all
Copyrights and Copyright Licenses owned by the Grantor in its own name as of the
date hereof. Schedule II hereto includes all Patents and Patent Licenses owned by the
Grantor in its own name as of the date hereof. Schedule III hereto includes ail
Trademarks and Trademark Licenses owned by the Grantor in its own name as of the
date hereof. To the best of the Grantor’s knowledge, each Copyright, Patent and
Trademark is valid, subsisting, unexpired, enforceable and has not been abandoned.
Except as set forth in Schedule I, II or III, none of such Copyrights, Patents and
Trademarks is the subject of any licensing or franchise agreement. No holding, ~
decision or judgment has been rendered by any Governmental Authority which wouild
limit, cancel or question the validity of any Copyright, Patent or Trademark. No
action or proceeding is pending (i) seeking to limit, cancel or question the validity of
any Copyright, Patent or Trademark, or (ii) which, if adversely determined, would
have a material adverse effect on the value of any Copyright, Patent or Trademark.

() Vehicles. Schedule IV is a complete and correct list of all Vehicles
owned by the Grantor.

. (k) Governmental Obligors. None of the obligors on any Accounts, and

none of the parties to any Contracts, is a Governmental Authority.

H Bank Accounts. All deposit, custody, money-market or other accognts
(whether, in any case, time or demand or interest or non-interest bearing) maintained
by the Grantor with any bank or any other financial institution are Bank Accounts.

5. Covenants. The Grantor covenants and agrees with the Agent, and thg
Lenders and the Issuing Lender that, from and after the date of this Security Ag:recmcnt until
the Secured Obligations are paid in full and the Commitments have expired or been

terminated:

a »
. ~ The Grantor shall maintain the security

interest created by this Security Agreement as a perfected security interest having at

9-
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least the priority described in Section 4(b) hereo ity i

agaipst the claims and demands of all P(er)sons wlic?:ln(:;:‘il:lr.d C‘ﬁﬂ:niut(:;;e:;:g m i
to time, upon t_he written request of the Agent, and at the sole expense of the gm or,
the Grantor will promptly and duly execute and deliver such further instru s an
documents and take such further action as the Agent may reasonably re u;gf ﬂfIS altlld
purpose of obtaining or preserving the full benefits of this Security Agre::{me t 01'd[ y
the r1ghts and powers herein granted, including, without limitation, the ﬁlinn Z? o
ﬁnaqc1qg or .continuau'on statements under the Uniform Commerciai Code in geffe ? b
any ju.rlSdIC[lOI‘l with respect to the Liens created hereby. The Grantor also h . I;H
agthorlzes the Agent to file any such financing or continuation statement withojtr ehy
signature of the Grantor to the extent permitted by applicable law A carbt ;
photog_raphic or other reproduction of this Security Agreement shall be .sufﬁcient aon’
ﬁnancmg statement for filing in any jurisdiction. If any amount payable under ors'al
connection with any of the Collateral shall be or become evidenced by any Instrum ot
or Chattel Paper, such Instrument or Chattel Paper shall be immediately deliverede?(;

the Agent, duly endorsed in a manner satisfacto
. dul ry to the Agent, to be h
pursuant to this Security Agreement. i eld as Collateral

(b) Indemnification. The Grantor agrees to pay, an

the Lenders and the Issuing Lender harnﬂessg;rom, aﬁyyanddaltlo lsi:;;i?i]:s Af;;]tts’ 33
expenses (including, without limitation, legal fees and expenses) (i) with re;pect to, or
resulting from, any delay in paying, any and all excise, sales or other taxes which r;-nay
be payable or determined to be payable with respect to any of the Collateral, (ii) with
respect to, or resulting from, any delay in complying with any Requirement of Law
applicable to any of the Collateral or (iii) in connection with any of the transactions
contemplated by this Security Agreement. In any suit, proceeding or action brought by
the Agent, any Lender or the Issuing Lender under any Account or Contract for any
sum owing thereunder, or to enforce any provisions of any Accouat or Contract, the
Grantor will save, indemnify and keep the Agent, such Lender and the Issuing Lender
harmless from and against all expense, loss or damage suffered by reason of any
defense, setoff, counterclaim, recoupment or reduction or liability whatsoever of the
account debtor or obligor thereunder, arising out of a breach by the Grantor of any
obligation thereunder or arising out of any other agreement, indebtedness or liability at
any time owing to or in favor of such account debtor or obligor or its successors from

the Grantor.

(c) Mam;gnang_c_af_ﬁmr.di The Grantor will keep and maintain at its own
cost and expense satisfactory and complete records of the Collateral, including, without
limitation, a record of ail payments received and ail credits granted with respect 10 the
Accounts. The Grantor will mark its books and records pertaining to the Collateral to
evidence this Security Agreement and the security interests granted hereby. Upon the
occurrence and during the continuance of an Event of Default, the Grantor shall turn
over any books and records pertaining to the Collateral to the Agent or 0 its
representatives during normal business hours at the request of the Agent.

-10-
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(d) Right of Inspection. The Agent, and the Lenders and the Issuing Lender
shall at all times have full and free access during normal business hours to all the
books, correspondence and records of the Grantor, and the Agent, the Lenders and the
Issuing Lender or their respective representatives may examine the same, take extracts
therefrom and make photocopies thereof, and the Grantor agrees to render to the
Agent, the Lenders and the [ssuing Lender, at the Grantor’s cost and expense, such
clerical and other assistance as may be reasonably requested with regard thereto. The
Agent, the Lenders and the Issuing Lender and their respective representatives shall at
all times also have the right to enter into and upon any premises where any of the

Inventory or Equipment is located for the purpose of inspecting the same, observing its
use or otherwise protecting its interests therein.

(e) Compliance with Laws, etc. The Grantor will comply in all material
respects with all Requirements of Law applicable to the Collateral or any part thereof
or to the operation of the Grantor’s business; provided, however, that the Grantor may
contest any Requirement of Law in any reasonable manner which shall not, in the sole

opinion of the Agent, adversely affect the Agent’s, the Lenders’ or the Issuing
Lender’s rights or the priority of its Liens on the Collateral.

(H Compliance with Terms of Contracts, etc. The Grantor will perform
and comply in all material respects with all its obligations under the Contracts and all
its other Contractual Obligations relating to the Collateral. ’

(g)  Payment of Obligations. The Grantor will pay promptly when due all
taxes, assessments and governmental charges or levies imposed upon the Collateral or
in respect of its income or profits therefrom, as well as all claims of any kind
(including, without limitation, claims for labor, materials and supplies) against or with
respect to the Collateral, except that no such charge need be paid if (i) the validity
thereof is being contested in good faith by appropriate proceedings, (ii) such
proceedings do not involve any material danger of the sale, forfeiture or loss of any of
the Collateral or any interest therein and (iii) such charge is adequately reserved against
on the Grantor’s books in accordance with GAAP.

(h) Limitation on Liens on Coflateral. The Grantor will not create, incur or
permit to exist, will defend the Collateral against, and will take such other action as is
necessary to remove, any Lien or claim on or to the Collateral, other than the her}S
created hereby and other than as permiited pursuant to the Credit Agreen?ent, and w1_ll
defend the right, title and interest of the Agent, the Lenders and the Issuing Lender in
and to any of the Collateral against the claims and demands of all Persons whomsoever.

(1 Limitations on Dispositions of Collateral. The Grantor will not sell,
transfer, lease or otherwise dispose of any of the Collateral, or attempt, offer or
contract to do so except for (w) sales of Inventory in the ordinary course of its pus'mess
and (x) so long as no Default or Event of Default has occurred and is contipumg, {y)
the disposition in the ordinary course of business of property not material to the
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conduct of its business or (z) sales, transfers and other dispositions of Collateral
permitted under Section 9.5 of the Credit Agreement.

0 Limitati Modificat; F C j 2 Giving Ri

to_Accounts: Exercise of Rights: Notices. The Grantor will not (i) amend, modify,
terminate or waive any provision of any Contract or any agreement giving rise to an
Account in any manner which could reasonably be expected to materially adversely
affect the value of such Contract or such Account as Collateral, (ii) other than in the
ordinary course of business as generally conducted by the Grantor over a period of
time, fail to exercise promptly and diligently each and every material right which it
may have under each Contract and each agreement giving rise to an Accouat (other
than any right of termination) or (ii) fail to deliver to the Agent a copy of each
material demand, notice or document received by it relating in any way to any Contract
or any agreement giving rise to an Account that questions the validity or enforceability

of such Contract or Accounts constituting more than 5% of the aggregate amount of the
Accounts.

(k)  Limitations on Discounts. Compromises. Extensions of Accounts. Other
than in the ordinary course of business consistent with its past practice, the Grantor
will not (i) grant any extension of the time of payment of any Account,
(i1) compromise, compound or settle any Account for less than the full amount thereof,
(iii) release, wholly or partially, any Person liable for the payment of any Account, or
(iv) allow any credit or discount whatsoever on any Account.

D Maintenance of Equipment. The Grantor will maintain each item of
Equipment in good operating condition, ordinary wear and tear and immaterial
impairments of value and damage by the elements excepted, and will provide all
maintenance, service and repairs necessary for such purpose, except that the Grantor’s
obligations pursuant to this Section 5(I) shall not extend to obsolete Equipment.

- (m) Maintenance of Insurance. The Grantor will maintain, with financially
sound and reputable companies, insurance policies (i) insuring the Inventog,
Equipment and Vehicles against loss by fire, explosion, theft and such other casualties
as may be reasonably satisfactory to the Agent in amounts comparat?le to amounts of

" insurance coverage obtained by similar businesses of similar size acting prudently fmd
(ii) insuring the Grantor, the Agent, the Lenders and the Issuing Lender ggamst
liability for personal injury and property damage relating to such Invetmory, Equipment
and Vehicles, such policies to be in such form and amounts and having such coverage
as shall be comparable to forms, amounts and coverage, respectively, obtained by
similar businesses of similar size acting prudently, with losses payable to the Grantor,
the Agent, the Lenders and the Issuing Lender as their respective interests may appéar
or, in the case of liability insurance, showing the Agent, the Lenders and the Issuing
Lender as additional insured parties. All such insurance shall (i) provide that no
cancellation, material reduction in amount or material change in coverage thereof shall
be effective until at least 30 days after receipt by the Agent of written notice thereof,
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(ii) name the Agent, and the Lenders and the Issuing Lender as insured parties and |

payees, (iii) include a breach of warranty clause and (iv) be reasonabily satisfacrt] 0§S
all other respects to the Agent. The Grantor shall deliver to the Agent a re or‘t)ryf a
reputable insurance broker with respect to such insurance during the month ot? Octgbei

in each caléndar year and such supplemental reports with respect thereto as the Agent
may from time to time reasonably request.

(n)  Further Idenuification of Collateral. The Grant i '
_ . . or will furnish to th
Agent from time to time statements and schedules further identifying and describing th:

Collateral and such other reports in connection with
the Collateral as the
reasonably request, all in reasonable detail. AgeﬂF i

_ (0) Notices. The Grantor will advise the Agent and the Lenders promptl
in reasonable detail, at their respective addresses set forth in the Credit Agreement (yx)
of any Lien (other than Liens created hereby or permitted under the Credit Agreemént)
on, or claim asserted against, any of the Collateral and (ii) of the occurrence of an
other event which could reasonably be expected to have a material adverse effect on tht;
aggregate value of the Collateral or on the Liens created hereunder.

. (p) . thngguumm_ﬁm The Grantor will not (i) change the
location of its chief executive office/chief place of business from that specified in
Section 4(f) or remove its books and records concerning the Accounts from the location
specified in Section 4(c), (ii) permit any of the Inventory or Equipment to be kept at a
location other than those listed on Schedule V hereto or (iii) change its name, identity
or corporate structure to such an extent that any financing statement filed by the Agent
in connection with this Security Agreement would become seriously misleading, unless
it shail have given the Agent at least 30 days prior written notice thereof.

(q) Patents. Trademarks and Copyrights.

(D The Grantor (either itself or through licensees) will (i) continue
to use each Trademark on each and every trademark class of goods applicable to
its current line as reflected in its current catalogs, brochures and price lists n
order to maintain such Trademark in full force free from any claim of
abandonment for non-use, (ii) maintain as in the past the quality of products and
services offered under such Trademark, (iii) employ such Trademark with the
appropriate notice of registration, (iv) not adopt or use any mark which is
confusingly similar or a colorable imitation of such Trademark unless the
Agent, for the ratable benefit of the Lenders and the Issuing Lender, shall
obtain a perfected security interest in such mark pursuant to this Security
Agreement, and (v) not (and not permit any licensee or sublicensee thereof 10)

do any act or knowingly omit to do any act whereby any Trademark may
become invalidated.

(i) The Grantor will not do any act, or omit to do any act, whereby
any Patent may become abandoned or dedicated.
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(it}  The Grantor (either itself or through licensees) will, for each
work covered by a material Copyright, continue to publish, reproduc;a displa
adopt.and distribute the work with appropriate copyright notice as nece;sary ar}:d
sufficient to establish and preserve the Grantor’s material rights under all
applicable copyright laws.

' (iv)  The Grantor will notify the Agent and the Lenders immediately if
it knows, or has reason to know, that any Patent, Trademark or Copyright or
any application or registration relating to any thereof may become abandoned
!ost or dedicated, or of any adverse determination or development (includin ’
wthout limitation, the institution of, or any such determination or developmei;
In, any proceeding in the United States Patent and Trademark Office, the United
States Copyright Office or any court or tribunal or similar office in a'ny country)
r;garding the Grantor’s ownership of any Patent, Trademark or Copyright or its
right to register the same or to keep and maintain the same.

v) Whenever the Grantor, either by itself or through any agent
employee, licensee or designee, shall file an application for the registration o'f
any Pfatgnt or Trademark with the United States Patent and Trademark Office or
any similar office or agency in any other country or any political subdivision
thereof, or shall file an application for registration of any Copyright with the
United States Copyright Office or any similar office or agency in any other
country or any political subdivision thereof, the Grantor shall report such filing
to the Agent within five Business Days after the last day of the fiscal quarter in
which such filing occurs.

(vi)  The Grantor shall from time to time execute and deliver any and
all agreements, instruments, documents, and papers as the Agent may request
(including, without limitation, one or more Notice of Security Interest in Patents
attached hereto as Annex A, one or more Memorandum of Security Interest in

" Trademarks attached hereto as Annex B and one or more acknowledged copies
of this Security Agreement, in each case with appropriate completions and
schedules) to evidence the Agent’s security interest for the ratable benefit of the
Lenders and the Issuing Lender in any Patent, Trademark or Copyright and the
goodwill and general intangibles of the Grantor relating thereto or represented
thereby, and the Grantor hereby constitutes the Agent its attorney-in-fact to
execute and file all such writings for the foregoing purposes, all acts of such
attorney being hereby ratified and confirmed, such power being coupled with an
interest is irrevocable until the Secured Obligations are paid in full and the

Commitments are terminated.

(vii) The Grantor will take all reasonable and necessary steps,
including, without limitation, in any proceeding before the United States Patent
and Trademark Office or the United States Copyright Office, or any similar
office or agency in any other country or any political subdivision thereof, to
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maintain apd pursue each application (and to obtain the relevant registration)
gnd to maintain each registration of the Patents, Trademarks and Cg rights
including, without limitation, timely filing of applications for renewal ;’f);'ldiv' ‘
of use and affidavits of incontestability and payment of maintenance fées "

(viii) In the event that any Patent, Trademar i i i
the Collateral is infringed, misappropriated or dilult(egr tgzoiyrtlhgil;:i mcz:!luded[;lr;
Grantor shall promptly notify the Agent and the ELenders after it learflsrg;t’ereof
and, at the Grantor’s sole expense, shall, unless the Grantor shall reasonabl
determine that such Patent, Trademark or Copyright is of negligible economii
vglu; to the Grantor, promptly sue for infringement, misappropriation or
dilution, to seek injunctive relief where appropriate and to recover any and ail
darpages for such infringement, misappropriation or dilution, or take such other
actions  as the Grantor shall reasonably deem appropriate under the
circumstances to protect such Patent, Trademark or Copyright.

(ix) Upon and during the continuance of an Event of Default and at
the reasonable request of the Agent, the Grantor shall use its reasonable efforts
o obtain all requisite consents or approvals by the licensor of each Copyright
License, Patent License or Trademark License to effect the assignment of all of
the Grantor’s rights, title and interest thereunder to the Agent or its designee.

conditio(rrl) ordi—;%fymf;r aigetez;'a:;gr' iy ma_llnt_airl ?aCh Vehicle in good operating
, _ immaterial impairments of value and damage by
the elements excepted, and will provide all maintenance, service and repairs necessary
for such purpose. The Grantor will notify the Agent of each acquisition or sale of a
Vehicle, promptly following the acquisition or sale thereof. If an Event of Default
shall occur and be continuing, at the request of the Agent the Grantor shall, within five
Business Days after such request, Within 30 days after the date hereof. and with
respect (o any Vehicles acquired by the Grantor subsequent to the date hereof, within
30 days after the date of acquisition thereof, the Grantor shall file applications for
certificates of title indicating the Agent’s first priority Lien for the ratable benefit of the
Lenders and the Issuing Lender on the Vehicles covered by such certificates, together
with any other necessary documentation, in each office in each jurisdiction which the
Agent shall deem advisable to perfect its Liens on the Vehicles.

(s) Inventory. None of the Inventory of the Grantor shall be evidenced by a
warehouse receipt.

(t Bank Accounts. The Grantor shall establish and maintain with the Agent
sero-balance accounts for itself and any Subsidiaries, amounts standing to the credit of
which shall be transferred as of the close of business of each Business Day to 2
concentration account maintained at the principal office of the Agent and shall
otherwise maintain all of its deposit, custody, money-market or other accounts
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(whether in any case, tume or demand or i o) i
, Yy ' interest or non-interest bear:
o | b aring) as Bank

6. i -in-

(a) Powers. The Grantor hereby irrevocably constitutes and appoints th
Agent and any officer or agent thereof, with full power of substitution, as EE tru X ;
lawful attorney-in-fact with full irrevocable power and authority in Lhe’place andctand
of the Grantor and in the name of the Grantor or in its own name, from time to ti e i
the Agent’s discretion, for the purpose of carrying out the térms of this S::?iim
Agre.emem, to take any and all appropriate action and to execute any and all documenttz
and instruments which may be necessary or desirable to accomplish the purposes of this
Security Agreement, and, without limiting the generality of the foregoing, the Grantor

hereby gives the Agent the power and right, on behalf of the Grantor, without notice to
or assent by the Grantor, to do the following:

(1) in the name of the Grantor or its own name, or otherwise, to take
possession of and endorse and collect any checks, drafts, notes, acceptz’mces or
other instruments for the payment of moneys due under any Account
Instrument, General Intangible or Contract or with respect to any othe;'
Collateral and to file any claim or to take any other action or proceeding in any
court of law or equity or otherwise deemed appropriate by the Agent for the ~
purpose of collecting any and all such moneys due under any Account,
Instrument, General Intangible or Contract or with respect to any other
Collateral whenever payable;

(i) to pay or discharge taxes and Liens levied or placed on or
threatened against the Collateral, to effect any repairs or any insurance called
for by the terms of this Security Agreement and to pay all or any part of the
premiums therefor and the costs thereof;

(ili)  in the case of any Patent, Trademark or Copyright, to execute
and deliver any and all agreements, instruments, documents and papers as the
Agent may request to evidence the Agent’s and the Lenders’ security interest in
such Patent, Trademark or Copyright and the goodwill and general intangibles
of the Grantor relating thereto or represented thereby.

(iv)  to execute, in connection with any sale provided for in Section 9

hereof, any endorsements, assignments or other instruments of conveyance or
transfer with respect to the Collateral; and

v) (A) to direct any party liable for any payment under any of the
Collateral to make payment of any and all moneys due or to become due
thereunder directly to the Agent or as the Agent shall direct; (B) to ask or
demand for, collect, receive payment of and receipt for, any and all moneys,
claims and other amounts due or to become due at any time in respect of or
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arising out of any Collateral; (C) to sign and endorse any invoices, freight o

express bills, bills of lading, storage or warehouse receipts, dra‘lfts aggainsz
cle.btors, assignments, verifications, notices and other documents in connection
with any of the Collateral; (D) to commence and prosecute any suits, actions or
proceedings at law or in equity in any court of competent jurisdictio;x to collect
the Collaterai or any thereof and to enforce any other right in respect of an

Collateral; (E) to defend any suit, action or proceeding brought against th};
Grantor.with r_espect to any Collateral; (F) to settle, compromise or adjust any
sx_:ch suit, action or proceeding and, in connection therewith, to give such
discharges or releases as the Agent may deem appropriate; (G) to assign any
Patent or Trademark (along with the goodwill of the business to which any such
Tradc':mark pertains), throughout the world for such term or terms, on such
conditions, and in such manner, as the Agent shall in uts sole ’discretion
dgcemune; and (H) generally, to sell, transfer, pledge and make any agreement
with respect to or otherwise deal with any of the Collateral as fully and
completely as though the Agent were the absolute owner thereof for all
purposes, and to do, at the Agent’s option and the Grantor’s expense, at any
time, or from time to time, all acts and things which the Agent deems necessary
to protect, preserve or realize upon the Collateral and the Agent’s, Liens
thereon for the ratable benefit of the Lenders and the Issuing Lender and to

effect the intent of this Security Agreement, all as fully and effectively as the
Grantor might do.

+

Anything in this Section 6(a) to the contrary notwithstanding, the Agent agrees
that it will not exercise any rights under the power of attorney provided for in this
Section unless an Event of Default has occurred and is continuing.

The Grantor hereby ratifies all that said attorneys shall lawfully do or cause (o
be done by virtue hereof. This power of artorney is a power coupled with an interest
and are irrevocable.

(b) wwuﬂmumuﬁmm . The powers
conferred on the Agent, the Lenders and the Issuing Lender hereunder are solely to
protect the Agent’s, the Lenders’ and the Issuing Lender’s interests in the Collateral
and shall not impose any duty upon the Agent, any. Lender or Issuing Lender to
exercise any such powers. Each of the Agent, the Lenders and the Issuing Lender shall
be accountable only for amounts that it actually receives as a result of the exercise of
such powers, and peither they nor any of their officers, directors, employees or agents
shall be responsible to the Grantor for any act or failure to act hereunder, except for its
own gross negligence of willful misconduct.

7. Wﬂtﬁxﬁuﬁ—o—bﬁﬁm . If the Grantor fails to
perform or comply with any of its agreements contained herein, the Agent, at its option, but
without any obligation 10 do so, may itself perform or comply, or otherwise cause
performance or compliance, with such agreement. The expenses of the Agent incurred in
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connection with such performance or compliance, together with interest
annum 3.25% above the Base Rate, shall be payable by the Grantor to t
and shall constitute Secured Obligations secured hereby.

thereon at a rate per
he Agent on demand

- 87. . Proceeds. In addition to the rights of the Agent, the Lenders and the
Issuing Lender specified in Section 3(d) with respect to payments of Accounts, it is agreed that
(a) all Proceeds received by the Grantor consisting of cash, checks and other' near-cish ite "
shall be held by the Grantor in trust for the Agent, the Lenders and the Issuin Leixdms
segregated from other funds of the Grantor, and shall, forthwith upon receipt by thf Gramgf'v
be turned over to the Agent in the exact form received by the Grantor (duly endorsed by thé
Grantor to the Agent, if required), and held by the Agent in a Collateral Account maintained
under the sole dominion and control of the Agent. Any and all such Proceeds held by the
Agent in a Collateral Account (or by the Grantor in trust for the Agent and the Lenders and
the Issuing Lender) shall continue to be heid as collateral security for the Secured Obligations
;nd shall not constitute payment thereof until applied as provided in this Section. At such
intervals as may be agreed upon between the Agent and the Grantor or, if an Event of Default
shall have occurred and be continuing, at any time at the Agent’s election. the Agent may
apply all or any part of the Proceeds held in any Collateral Account or otherwise recetved by
the.A gent against the Secured Obligations (whether matured or unmatured), such application to
be in such order as the Agent shall elect. Any balance of such Proceeds remaining after the
Secured Obligations shall have been paid in full and the Commitments shail have expired or
been terminated shall be paid over to the Grantor or to whomsoever may be lawfully entitled .
to receive the same.

9. Remedies. If an Event of Default shall occur and be continuing, the Agent,
on behalf of the Lenders and the Issuing Lender, may exercise, in addition to all other rights
and remedies granted to it in this Security Agreement and in any other instrument or
agreement securing, evidencing or relating to the Secured Obligations, all rights and remedies
of a secured party under the Code. Without limiting the generality of the foregoing, the
Agent, without demand of performance or other demand, presentment, protest, advertisement
or notice of any kind (except any notice required by law referred to below) to or upon the
Grantor or any other Person (all and each of which demands, defenses, advertisements and
notices are hereby waived), may in such circumstances forthwith collect, receive, appropriate
and realize upon the Collateral, or any part thereof, and/or may forthwith sell, lease, assign,
give option or options to purchase, or otherwise dispose of and deliver the Collateral or any
part thereof (or contract to do any of the foregoing), in one or more parcels at public or
private sale or sales, at any exchange, broker’s board or office of the Agent, any Lender or the
[ssuing Lender or elsewhere upon such terms and conditions as it may deem advisable and at
such prices as it may deem best, for cash or on credit or for future delivery without
assumption of any credit risk. The Agent, any Lender or the Issuing Lender shall have the
right upon any such public sale or sales, and, to the extent permitted by law, upon any such
private sale or sales, to purchase the whole or any part of the Collateral so sold, free of any
right or equity of redemption in the Grantor, which right or equity is hereby waived or
released. The Grantor further agrees, at the Agent’s request, to assemble the Collateral and
make it available to the Agent at places which the Agent shall reasonably select, whether at the
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Granto‘r’s premises or elsewhere. The Agent shall apply the net proceeds of an h
collection, recovery, receipt, appropriation, realization or sale, after deducting all l'easy Subc1
costs and expenses of every kind incurred therein or incidental to the care or safekee ona ?
any of the Collateral or in any way relating to the Collateral or the rights of the A 51:18;
Lt?nders and the Issuing Lender arising out of the exercise by the Agent hereunder ixfclrtllé't ;
without limitation, reasonable attorneys’ fees and disbursements, to the payment in .wh01 ing,
part of the Secured Obligations, in such order as the Agent may elect, and only aﬁe: zr 1;:
apphcatx.on and after the payment by the Agent of any other amount requ'ired by an TOVisli]C
of law, including, without limitation, Section 9-504(1)(c) of the Code, need the Agznf acco on
for. the surplus, if any, to the Grantor. To the extent permitted by applicable law, the Gran‘:)1 ,
waives all claims, damages and demands it may acquire against the Agent, or ar;y Lender r
the Issuing Lender arising out of the exercise by the Agent, any Lender or ,the Issuin Lendzr
of any of its rights hereunder. If any notice of a proposed sale or other dispoii:jon o;
Collateral shail be required by law, such notice shall be deemed reasonable and proper if give
at least 10 days before such sale or other disposition. The Grantor shall remain liable fof ann
deficiency if the proceeds of any sale or other disposition of the Collateral are insufficient zg
pay the Secured Obligations and the fees and disbursements of any attorneys employed by the
Agent, any Lender or the Issuing Lender to collect such deficiency. y

10. MWMMWMM

the purpose of enabling the Agent to exercise rights and remedies under Section 9 her;:of (;i
such time as the Agent shall be lawfully entitled to exercise such rights and remedies, the
Grantor hereby grants to the Agent an irrevocable, non-exclusive license (exercisable without
payment of royalty or other compensation to the Grantor) to use, license or sublicense any of
the Copyrights, Patents and Trademarks, now owned or hereafter acquired by the Grantor, and
wherever the same may be located, and including in such license reasonable access to all
media in which any of the licensed items may be recorded or stored. The use of such license
by the Agent shall be exercised, at the option of the Agent for any purpose appropriate in
connection with the exercise of remedies hereunder, only upon the occurrence and during the
continuance Qf an Event of Default, provided that any license, sublicense or other transaction
entered into by the Agent in accordance herewith shall be binding upon the Grantor
notwithstanding any subsequent cure of an Event of Default. The Agent agrees to appiy the
net proceeds received from any license as provided in Section 84 hereof

11. Limitation on Duties Regarding Presentation of Collateral. The Agent’s

sole duty with respect to the custody, safekeeping and physical preservation of the Collateral
in its possession, under Section 9-207 of the Code or otherwise, shall be to deal with it in the
same manner as the Agent deals with similar property for its own account. None of the
Agent, nor any Lender, nor the Issuing Lender nor any of their respective directors, officers,
employees or agents shall be liable for failure to demand, collect or realize upon ail or any
part of the Collateral or for any delay in doing so or shall be under any obligation to sell or
otherwise dispose of any Collateral upon the request of the Grantor or any other Person or to
take any other action whatsoever with regard to the Collateral or any part thereof. The powers
conferred on the Agent and the Lenders and the Issuing Lender hereunder are solely to protect
the Agent’s and the Lenders’ and the Issuing Lender’s interests in the Collateral and shall not
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impose any duty upon the Agent or any Lender or the Issuing Lender to exercise any such
powers. The Agent and the Lenders and the [ssuing Lender shall be accountable or)xll fc

amounts that they actually receive as a result of the exercise of such powers, and neitherythor
nor any of their officers, directors, employees or agents shall be responsible ;o the Grantor f?:'

12.  Powers Coupled with an Interest. All izati

. authorizations and agencies herei
- . M n
contained with respect to the Collateral are irrevocable and powers coupled with an interest

13. Notices. Notices, requests and demands to or u

, on the Agent
Grantor hereunder shall be effected in the nanner set forth in SCCIiOI:I 12.2 ofgfhnc g:rc{t??
Agreement. | e

14. Authority of Agent. The Grantor acknowledges i
responsibilities of the Agent under this Security Agreement with respeft to t::; :::iorrll gtfktsenagd
Fhe Agent or the exercise or non-exercise by the Agent of any option, voting right, re uesty
Judgrqent or other right or remedy provided for herein or resulting or arising o;n o(} thi;
Security Agreement shall, as between the Agent and the Lenders and the Issuing Lender, be
goyemed by the Credit Agreement and by such other agreements with respect thereto as ;rlay
exist from time to time among them, but, as between the Agent and the Grantor, the Agent
shall be conclusively presumed to be acting as agent for the Lenders and the Issu"mg Lender ~
with full and valid authority so to act or refrain from acting, and the Grantor shall be under no
obligation, or entitlement, (o make any inquiry respecting such authority.

15. Severability. Any provision of this Security Agreement which is
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to
the extent of such prohibition or unenforceability without invalidating the remaining provisions
hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or
render unenforceable such provision in any other jurisdiction.

16. Paragraph Headings. The paragraph headings used in this Security
Agreement are for convenience of reference only and are not to affect the construction hereof
or be taken into consideration in the interpretation hereof.

17. Wmmc_ﬂcmﬂm None of the Agent, any Lender nor
the Issuing Lender shail by any act (except by a written instrument pursuant to Section 13
hereof), delay, indulgence, omission or otherwise be deemed to have waived any right or
remedy hereunder or to have acquiesced in any Default or Event of Default or in any breach of
any of the terms and conditions hereof. No failure 0 exercise, nor any delay in exercising, on
the part of the Agent, any Lender or the Issuing Lender, any right, power or privilege
hereunder shall operate as a waiver thereof. No single or partial exercise of any right, power
or privilege hereunder shail preclude any other or further exercise thereof or the exercise of
any other right, power orf privilege. A waiver by the Agent, any Lender or the Issuing Lender
of any right or remedy hereunder On any one occasion shall not be construed as a bar to any
right or remedy which the Agent, such Lender or the Issuing Lender would otherwise have on
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any future occasion. The rights and remedies herein provided are cumulative, may be
exercised singly or concurrently and are not exclusive of any rights or remedies provided by
law.

18.  Waiv : gns: Governing Law.
~None of the terms or provisions of this Security Agreement may be waived, amended,
supplemented or otherwise modified except by a written instrument executed by the Grantor
and the Agent, provided that any provision of this Security Agreement may be waived by the
Agent in a written instrument executed by the Agent. This Security Agreement shail be
binding upon the successors and assigns of the Grantor and shall inure to the benefit of the
Agent, the Lenders and the Issuing Lender and their respective successors and assigns. This
Security Agreement shall be governed by, and construed and interpreted in accordance with,
the laws of the State of New York.

SIGNATURE PAGE FOLLOWS

21-
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IN WITNESS WHEREOF, the Grantor has caused this Security Agreement to
be duly executed and delivered as of the date first above written.

RAPID RACK INDUSTRIES, INC.

> _
By —wrey = /f@é/
Name: Jenccyr . KDy
Title: v i¢€ PlES DT

NCLIBINEMORRISO 0040840 02
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SUBSIDIARY SECURITY AGREEMENT

Schedule !

OPYRI
. _ Issue nr
Registration No. oun File Date Title of Work
None.
COPYRIGHT LICENSES
. - Issue or
Registration Na. Owner File Date Title of Work
None.
COPYRIGHT APPLICATIONS
Issuec or
Registration No, Owner File Date Yitle of Work
None.

363160092 7019K WSOF 98447717
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SUBSIDIARY SECURITY AGREEMENT

Scheduie I
PATENTS
Serial No. Issue or
or Patent No. [nventor Country File Date Title
None.
PATENT LICENSES
Serial No.
or Patent No. ner File Date
None.
PATENT APPLICATIONS
Nature
Serial No. OoOwner Of Interest i ate
None.
163116009 2 70158 959E 98447717
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SUBSIDIARY SECURITY AGREEMENT

Schedule 111

TRADE S
Registration Number
Trademark Registration Status & Date
RAPID RACK Federally Registered Reg. No. 1.662 493
Reg. Date 10/29/91
RHINO RACK Federally Registerad Reg. No. 1,698,407
Reg. Date 6/30/92
GORILLA LOGO Not Registered
SILVER FOX Not Rcgistered
GORILLA RACK Logo Registered at the Secretary  Reg. No. 88914
of State of California Reg. Date 11/17/88 .
Shelving WULX-W-D-C Registered at National Reg. No. 53980
(NSF Standard 02) Sanitation Federation
International Reg. Date 6/16/97
M NS
Serial No. or !%sgg__gl: .
Registration No. Owner oun ate ar
None.
3631650092 70198 959K S8447717
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SUBSIDIARY SECURITY AGREEMENT

TRAD APPLICATIONS
Serial Number Filing Date
GORILLA RACK* Serial No. 75/455,515 Filed 3/24/98

*The trademark’s original registration (No. 1,541,580) was canceled on December 4, 1995, The
Company filed a new application for this trademark on March 24, 1998.

16316009 2 TOIIR 999E 98347717
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SUBSIDIARY SECURITY AGREEMENT

Schedule [V
VEHICLES

1983 GMC 5/4 T Van, #9647
1980 Ford LN 600, #8322

996 Dodge PUI 1500 \'4
For c 5 Tr¥I

36318009 2 TOI98 939K 98447717
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SUBSIDIARY SECURITY AGREEMENT

Schedule V
INVENTORY AND EQUIPMENT

The Inventory and Equipment are kept at the following locations:
Rapid Rack Industnes, {nc;
14321, 14351, 14421 and 14441 Bonelh Street
City of Industry. CA 91746
2801 Carretara Union
Maran, Mexicali, BC Mexico 21390
Carr Union #2899
Parque Industrial Maran
Mexicali, BC Mexico 21390

36316009.2 70|98 WK QRe47T17
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SUBSIDIARY SECURITY AGREEMENT

Schedule VI

The Company leases temporary emplovees pursuant to a Membership Service Agreement, dated
May (5. 1995, with W Te rou i nd stipe network Services.

The Company has empl ent agreements an compensation agreements with each of the
following individuals;

Clara Jurdi
Kurt Blankenhorn
Edward Sledge
v inter
Ioseph Huske
Alex Canag )
Je jtte
Dennis Fac
Mike Guerrero
Hugo Perevg

The Company has written Sates Rgggggg;igg Agresments with eac ollowing:
Gl Al Mark, Inc.
ii] 1-Ell Sal i . td

or each of the t is attach e

The C any h wi {ipr c

18316009 2 70198 959F. GR447717
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e Co d uannicook

Industial Development Trust for 12421 Bonelli Street, City of Industry, California and the First +

Amendment thereto, dated February 7, 1995, for 14421 and 14441 Bonellj Strect. City of
Industry Califomia,

and between the Company and the Trust under the ~

will othoda Hill for 14351 gogclh SL Cll_'z of Industry, California and the First
Amendment thereto dated January 30, 1998,

Sublease Agreement, dated February 23, 199§, Bv and between the Company and Fouisville -~ . -
3 - (14321 Bonelli Street, City of Industry, -

ahfomla Thszublease A “_-17 xrcs Sctcmbcr 4. 2000. oo

ween the Company and the Dr. Earl M. Yo
Thijs Lease se Agreermen NI 2

10.758 73/month (89780 plus 1 0%t

JD R
The Companvy isa to that certain Letter of Inten ed April 3. 1998, with Tede, S A. dc 'V" ¢
C.V_ for the construction and lease of a plant located in Mexicali, BC Mexico, L

The Company has thg following persona] property leases:
E ment Purchase Agreements_each dated Seprember 22, 1995, bv and

MMAL__LL_EM the Company for office

E

Fipancial §erv1ce§, Inc. and the Company for ofﬁce eguimeg;.

111 c ement, dated Dec 4 994 by and be eg oshiba Amernica

case Agreem 1 dt cccmbc 9 19 3, h and be;ween Pitney Bowes

dit ration an om a sopier.

Rental Agreement, dated November 18, 1996, by and between Minolta Business
Svsterms and the Company for office equipment.

Customer Support Service cment. by and between X-Y Svstems, Inc_and

t r SO maintenance.

316316009 2 70198 959E 93447717
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SUBSIDIARY SECURITY AGREEMENT
(vii) Rental Agreement, dau.:d Jupe 8, 1998 by and between Minolta Business Systems

and the an o}

Merchant Card Services Agre
- dated December 1. 1995,

Ihe Company is 2 party to the following performance or similar bonds and related agrecments:

Type Number Entity Name

Customs Bond 239601451 Deparunent of the Treasury, [Inited States
Customq Service

License #528454 1016474 Gentractoc’s License Board

Rapid Rack Ind_ Igc.

License #528454 SA5146164 Conyactor's License Board

Scott Denton

Apreement of Indemnity N/A Eidelity & Deposit

Bailment Agrecment by and between the Company and the Subsidiary

Powers of Atto of Kenne I enho ott Denton and Hugo Perevra to acton
behalf of the Subsidiary,

v between Jame . Sinkewic

Purchase Orders with the following ve 'or the pu of steel:

Nov. om

Maas:-Hansep Stee] Corp;

Ferrostaal

Thyssen Stgel Group
Okure & Ca,

36316009 2 TNHI198 9SRE 98442717
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SUBSIDIARY SECURITY AGREEMENT

Westermn

Mitsubishi

(1 :

Misui & Co. (USA), Inc,

Purchase Orders with the following vendors for the purchase of paint;
Herbents-Q’ Bren, Inc.

Feno Corporation
Finishes Unlimited, Inc.

Pacific Coast [pterjors (4/18/98) .
Juliap & Sons (5/26/98)
Henricy Constryction of Califomiag (5/21/98)
i 4/5/9
Th is Co /27/9

C contracts wi e fo

Fcderated Co te Service

ter into certain nondisclosure

Q] me i ion with ca these cuslomer contracts)

-S.E.H. eric
zBoeing Co,
-US Airwa lott

316316009 2 TDI98 QSOK 93347717
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SUBSIDIARY SECURITY AGREEMENT

-Rockwell Collin, Inc,
-Lucent Technologies (Authorization to Proceed only)

Engagement Letter with Goldsmith, Agio, Helms & Company, dated June 11, 1997

Agreement between the Company and New Liberty Administration (for administrative services
related to the Company’s 401 (x) plan).

Pannership Agreement, dated June 9. 1598 by and between the Company and Shelf Master, Inc,

Schedule 5.13 is incorporated herein b ce.

Consulting arrangemnent with John C. Schrader as acting Chief Financial Officer.

Confidentiality agreements between the Company and several potential acquisition targets.

18316004 2 70198 959E 98447717
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ANNEX A

FORM OF
NOTICE OF SECURITY INTEREST IN PATENTS

United States Department of Commerce
Commissioner of Patents and Trademarks
Box Assignments

Washington, D.C. 20231

Ladies and Gentlemen:

Pursuant to a Security Agreement, dated as of , 1998 (as
amended, supplemented or otherwise modified from time to time, the “Security Agreement”),
RAPID RACK INDUSTRIES, INC., a California corporation (the “Assignor™), has granted to
CANADIAN IMPERIAL BANK OF COMMERCE, as agent for certain lenders, as Assignee
(the “Assignee”) a continuing security interest in, and a continuing lien upon, the Patents (as
such term is defined in the Security Agreement) including the patents and patent applications
listed on the annexed Exhibit A, and all applications, registrations, renewals and proceeds
(including accounts receivable and royalties) thereof (the “Patents™). The Assignee’s security -
interest in the Patents can only be terminated in accordance with the terms of the Security

Agreement.

Dated:

Very truly yours,
RAPID RACK INDUSTRIES , INC.

By
Name:
Title:

ACKNOWLEDGED BY:

CANADIAN IMPERIAL BANK OF COMMERCE, as Agent
as Assignee

By
Name:
Title:

A-1
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Serial No.
or Patent No.

United States
Patent No.

Serial
No.

CLIBIVEMORRISO\0040840. 02

PATENTS
Issue or
Inventor File Date
PATENT LICENSES
Owner
PATENT APPLICATIONS
Nature
Oof
Owner Interest
A-2

Exhibit A

Title
Issue Date
Filing
Date
TRADEMARK
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ANNEX B

FORM OF
MEMORANDUM OF SECURITY INTEREST IN TRADEMARKS

United States Department of Commerce
Commissioner of Patents and Trademarks
Box Assignments

Washington, D.C. 20231

Ladies and Gentlemen:

Pursuant to a Security Agreement, dated as of ,1998 (as
amended, supplemented or otherwise modified from time to time, the “Security Agreement”™),
RAPID RACK INDUSTRIES, INC., a California corporation (the “Assignor”), has granted to
CANADIAN IMPERIAL BANK OF COMMERCE, as agent for certain lenders, as Assignee
(the “Assignee™) a continuing security interest in, and a continuing lien upon, the Trademarks
(as such term is defined in the Security Agreement) including the trademarks listed on the
annexed Exhibit A, and all applications, registrations, renewals and proceeds (including
accounts receivable and royalties) thereof (the “Trademarks”), together with the goodwill of -
the business connected with the use of and symbolized by the Trademarks. The Assignee’s
security interest in the Trademarks can only be terminated in accordance with the terms of the
Security Agreement.

Dated:
Very truly yours,
RAPID RACK INDUSTRIES, INC.
By
Name:
Title:
ACKNOWLEDGED BY:
CANADIAN IMPERIAL BANK OF COMMERCE, as Agent
as Assignee
By
Name:
Title:

B-1
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Exhibit B

TRADEMARKS
Ser-ial No. Issue or File Date
or Registration No. (Renewal Date, if Applicable) Mark

TRADEMARK LICENSES

Serial No. Issue or File Date
or Registration No. Owner (Renewal Date, If Mark
Applicable

TRADEMARK APPLICATIONS

-

Serial Number Filing Date Mar

B-2

NCLIBIEMORRISOMN040840.02

TRADEMARK
REEL: 002353 FRAME: 0748



ANNEX D

FORM OF
LOCKBOX ASSIGNMENT AGREEMENT

199

Name of Lockbox Bank
Address

Ladies and Gentlemen:

‘ We hereby notify you that we have assigned exclusive ownership and control of and all
right, title and interest in and to our lockboxes maintained with you (collectively, the
“Lockboxes”), the related demand deposit accounts maintained with you (collectively’ the ]
“Demand Deposit Accounts™) (such Lockboxes and Demand Deposit Accounts collecti;rely.
the “Lockbox Accounts”) and the other demand deposit accounts maintained with you
(collectively, the “Zero Balance Accounts”), in each case listed on Schedule A hereto, to
Canadian Imperial Bank of Commerce, as Agent, 425 Lexington Avenue, New York, New
York 10017 (the “Agent”).

We hereby irrevocably instruct you to make all transfers of funds to be made by you
out of or in connection with the Lockbox Accounts and the Zero Balance Accounts on and after
the delivery of this notice in accordance with the instructions of the Agent. Any items received
in the Lockboxes shall be deposited into the Lockbox Accounts, unless otherwise directed by
the Agent. If the Agent shall at any time instruct you to make transfers of funds from the
Lockbox Accounts directly to the Agent, such transfers shall be made to such account as the
Agent shall specify maintained at Name of Agent, Address at which Agent is to maintain
Concentration Account, or otherwise in accordance with the instructions of the Agent.

We also hereby notify you that the Agent shall be irrevocably entitied (until the Agent

shall notify you to the contrary) to exercise any and all rights (without notice to us or further
consent by us) in respect of or in connection with the Lockbox Accounts and Zero Balance

Accounts including, without limitation, the right to specify when transfers of funds are to be
made out of or in connection with the Lockbox Accounts and Zero Balance Accounts and the

withdrawal of funds therefrom.

NCLIBINEMORRISON0040840.02
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We also hereby notify you that all fees, expenses and other charges arising out of or in
connection with the Lockbox Accounts and Zero Balance Accounts shall remain our obligation;
provided that the Agent shall be notified by you of any default in our payment of any such
qbligation and the Agent shall be entitled to cure any such default within a reasonable period of
time after its receipt of such notice.

We also hereby notify you that in the event that any provision of any instrument,
certificate or other document delivered in connection with any Lockbox Account shall be
inconsistent with any provision of this notice, the provisions of this notice shall govern.

You hereby waive any right that you may now or hereafter have to security interests,
bank’s or other possessory liens, rights to offset or other claims against the funds in the
Lockbox Accounts and the Zero Balance Accounts. You agree to hold the funds in the
Lockbox Accounts and Zero Balance Accounts as the bailee and custodian for the benefit of the
Agent, to indicate on your records the assignment of the funds in the Lockbox Accounts and
Zero Balance Accounts in favor of the Agent and to provide the Agent, at the request of the
Agent, with information concerning the amounts on deposit in the Lockbox Accounts and the
Zero Balance Accounts. You agree not to pay to us all or any part of the funds in the Lockbox
Accounts or Zero Balance Accounts or any income, distributions, profits or proceeds of the
funds in the Lockbox Accounts or Zero Balance Accounts without the prior written consent of
the Agent.

Notwithstanding anything contained herein to the contrary, we agree and the Agent
agrees that you shall be entitled to be reimbursed from funds in the Lockbox Accounts and the
Zero Balance Accounts for your fees related to your services in connection with the Lockbox
Accounts and the Zero Balance Accounts and for amounts in respect of returned and otherwise
uncollected items previously credited to the Lockbox Accounts and the Zero Balance Accounts.

By its acknowledgment and acceptance of this Agreement, the Agent hereby instructs
you, until such instruction is rescinded by the Agent or superseded by a different instruction
from the Agent, to cause, on a daily basis, all funds deposited in the Lockbox Accounts and
the Zero Balance Accounts, if any, to be remitted, on the date of receipt of good funds with
respect thereto, to the account of the Agent, entitled “ Concentration Account”,
account number , established with the Agent at its office at 425 Lexington Avenue,

New York, New York 10017, ABA
SIGNATURE PAGE FOLLOWS

D-2
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Please acknowledge the terms of and receipt of this notice by signing in the space
provided below on two copies hereof sent herewith, and returning a one such signed copy to
the undersigned and another such signed copy to the Agent

Very truly yours,
RAPID RACK INDUSTRIES, INC.
By

Name:
Title:

Acknowledged and Accepted:
NAME OF LOCKBOX BANK
By

Name:
Title: -

CANADIAN IMPERIAL BANK OF
COMMERCE, as Agent

By
Name:
Title:

D-3
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Schedule A to Lockbox Assignment Agreement

Lockbox Accounts

Grantor Lockbox Demand Deposit Account
# #
# #
# #

Zero Balance Accounts

Grantor Demand Deposit Account

D4
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