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SECURITY AGREEMENT

THIS SECURITY AGREEMENT (as from time to time amended, supplemented or
modified, this "Agreement") is dated as of April 9, 1999 by and between MAGNETIC DATA
TECHNOLOGIES, LLC, & Delawarc limited liability company (the "Company"), and
NATIONSBANK, N.A:; as collateral agent (the."Collateral Agent") for the Secured Creditors (as
defined below). Unless otherwise defined in Section 1, terms defined in the Credit Agreement (as
defined below) are used herein as therein defined. ' V o

RECITALS:

A.  Pursuant to the Credit Agreement, dated as of the date hereof, among the Company
the financial institutions from time to time party thereto (the "Lenders”) and NationsBank, N.A., as
agent for the Lenders (the."Agent") (as from time to time amended, supplemented or modified ’the
"Credit Agreement"), the Lenders have agreed to extend centain credit to the Company; '

B. The Company and any Subsidiary may from time to time, to the extent permited
under the Credit Agreement, be party to one or more Swap Contracts (each such Swap Contract with
a Swap Creditor (as defined below), a "Secured Swap Contract”) with NationsBank, N.A.
(“NationsBank"), in its individual capacity, or a syndicate of financial institutions organized by
NationsBank or any affiliate of NationsBank, or any Lender or affiliate of any Lender (even if
NationsBank or any such Lender ceases to be a Lender under the Credit Agreement for any reason)
and any institution that participates in, and in each case their subsequent assigns, such Secured Swap
Contract (each, a "Swap Creditor” and collectively, the "Swap Creditors"); and o

C.  Asa condition to entering into a Secured Debt Agreement (as defined below) and

extending credit under such Secured Debt Agreement, the Secured Creditors have required that the
Company grant to the Collateral Agent, for the ratable benefit of itself and the Secured Creditors.
a security interest in the Collateral (as defined below) on the terms and conditions set forth below.

NOW, THEREFORE, for good and valuable consideration; the receipt and sufficiency of
which are hereby ack:_mwlgdged‘ the parties hereto agree as fo!lpws: ' T

I, Definitions and Interpretation of Agreement. The following shall have (unless
ise provided elsewhere in this Agreement) the following respective meanings (such meanings
being equally applicable to both the singular and plural form of the terms defined): '

" AQGMLQEMQI" shail mean the party who is Dbhgated on or under any Account
Receivable or Contract Right. - g

«Account Receivable" shall mean any right of the Company to payment for goods
sold or leased or for services rendered. : afl autute

"Agent" has the meaning ascribed to it in the Recitals.
i D Agrl9, 1999 129 PM
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"Agresment" has the meaning ascribed to it in the Preamble.

"Assignee Deposit Account” has the meaning ascribed to it in Section 5.
"Collatera]" has the meaning ascribed to it in Section 2.

“Collateral Agent" has the meaning ascribed to it in the Preamble.

"Contract Right" shall mean any right of the Company 10 payment under a contract
for the sale or lease of goods or the rendering of services, which right is at the time not yet eamned
by performance. o o

"Credit Agreement" has the meaning ascribed to it in the Recitals.

. "Equipment” §hall mean all equipment owned by the Company of every description;
all accessories, parts, accessions and other property owned by the Company at any time installed
thereon or affixed thereto or used in connection therewith; and all substitutions for or replacements
of any of the foregoing. . o ' o

"Event of Default” means any "Event of Default" under, and as defined in, the Credit
Agreement, or any payment default, after any applicable grace period, under any other Secured Debt

"Fixtures” means all equipment, machinery, furniture and goods of the Company
which have been attached to real property in such a manner that their removal would cause damage
to the realty and which have therefore taken on the character of real property, including, without
limitation, all trade fixtures. o - T

" ibles" means all intangible personal property of the Company
including, without limitation, all general intangibles, contract rights, rights to receive payments of
money, choses in action. judgments, tax refunds and tax refund claims, Trademarks, Licenses,
Related Documents, licenses, franchises, Jeasehold interests in real or personal property, rights to
receive remtals of real or personal property and ' guarantee claims; provided, however,
notwithstanding anything herein to the contrary, equity interests of foreign subsidiaries shall only
be pledged to the extent that the total equity interests of such entity represent not more than 65% of
the issued interests of such entity. ’

" » shall mean all goods held by the Company for sale or lease. or leased by
the Company as lessor, or furnished or to be furnished by the Company under any contract of
service, or held by the Company as raw materials, work in process or materials used or consumed
in 2 business; and all goods. the sale or lease of which has given risc to an Account Receivable,
instrument or chattel paper, which are returned to the Company, repossessed by the

Contract Right, . r .

Company, stopped in transit by the Company or which otherwise come into the possession of the

Company.
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"Lenders" has the meaning ascribed to it in the Recitals.

"Ld " means to the extemt permitted by the relevant agreement but subject to
Section 9-318 of the UCC, all rights under or interest in any trademark license agreements or service
mark license agreements with any other party, whether the Company is a licensee or licensor under
any such license agreement, including, without limitation. those trademark license agreements and
service mark license agreements listed on Exhibit B attached hereto and made a pan hereof, together
with any goodwill connected with and symbolized by any such trademark license agreements or
service mark license agreements, and the right to prepare for sale and sell any and all inventory now
or hereafier owned by the Company and now or hereafter covered by such licenses. '

"NationsBank" has the meaning ascribed to it in the Recitals.

Non-Goods Collateral” shall mean all Collateral other than lnventory, Equipment
and other goods. ’ o o

"Obligor" shall mean the Company, together with its successors and permitted assigns
and each other party primarily or sccondarily liable on any of the Secured Obligations. I

"Related Documents" means, collectively, all documents and things in the Company's
possession related to the production and sale by the Company, or any Affiliate. Subsidiary, licensee
or subcontractor thereof, of products or services sold by or under the authority of the Company in
connection with the Trademarks or Licenses including, without limitation, all product and service
specification documents and production and quality control manuals used in the manufacture of
products or provision of services sold under or in connection with the Trademarks. ‘

"Secyred Creditors" means, collectively, the Collateral Agent. the Agent, each
Lender, each Swap Creditor and each other holder of a Secured Obligation.

" " means, collectively, the Loan Documents and each
Secured Swap Contract. ] ‘
" ioations” means, collectively, (i) all "Obligstions.” as defined in the

redit Agreement and (ii) the payment when due of all obligations. whether now existing or
o o ® y ubsidiary to Swap Creditors pursuant to any Secured

mﬁeraﬁsin.OftheComanyoranyS 2
gewap Contractgand the due pzrfonnmce and compliance with all the terms of the Secured Swap

Contracts by the Company or any Sub;idiary. X

"Secured Swap Contract” has the mean
»swap Creditor" has the meaning ascribed to it in the

ing ascribed to it in the Recitals.
Recitals.

*Trademarks” means all United States and foreign trademarks, tradenames, service
marks, trademark and service mark registrations and renewals, ‘and trademark and sen(::e mark
applic,ations, including, without limitation. the registered & applied for trademarks, service marks
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and tradenames listed on Exhibit A hereto, and registrations and renewals thereof, and all income,
royalties, damages and payments now and hereafier due and/or payable under and with respect 10
all trademarks, tradenames and service marks including, without limiation, damages and payments
for past and furure infringements and dilutions thereof against third panies. R

A Section or a Schedule is. unless otherwise stated, a reference 10 a section hereof or a
schedule hereto, as the case may be. Section captions used in this Agreement are for convenience
only, and shall not affect the construction of this Agreement. The words "hereof,” "herein," "hereto”
and "hereunder” and words of similar purport when used in this Agreement shall refer to this
Agreement as a whole and not to any particular provision of this Agreement. Unless otherwise
defined therein, all terms defined in this Agreement shall have the defined meanings when used in
any certificate or other documents made or delivered pursuant hereto. o

2. Grant of Securitv Interest. As security for the payment and the prompt, full and
faithful performance when due of all Secured Obligations, except with respect to General Intangibles
and Contract Rights which by their terms or by applicable law expressly prohibit the collateral
assignment thereof, the Company hereby assigns to the Collateral Agent for the benefit of the
Secured Creditors, and grants to the Collateral Agent for the benefit of the Secured Creditors,
continuing security interest in, ail of the Company's right, title and interest in, to and under the
following (collectively, the "Collateral"), whether now owned or existing, or hereafter acquired or

coming into existence, wherever now or hereafter located:

(a) all Inventory, Accounts Receivable, Contract Rights, instruments and
documents of title of the Company;

(b)  all chattel paper evidencing any obligation to the Company for payment for
goods sold or leased or for services rendered;

(c) allinterest of the Company in any goods, the sale or lea.se of which shall have
given or shall give rise to, and in all guaranties and other property secunng the payment of or
performance under, any Accounts Receivable, Contract Rights or any such chattel paper or

instruments;

(d)  all Equipment of the Company;

(&)  all General Intangibles of the Company;

(f) el Fixturesof the Company; °

(2  any and all balances, credits, deposits (general or special. tim‘:e ;:er agm
provisional or final), accounts or monies of or in the name of the Comp;ny nm:i :; e tion
the Collateral Agent or any Secured Creditor and any ;nd a:u m& uelvpeorsye K o the

i ercafier, for s

of orinthe mame of e GO o hsmndi;rg 10 thcyCoynpnpy's credit on the books of, the

possession Of control of, or in mnsit 10. Or

4. Dah April 9, 1999+ 129 PM
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Collateral Agent or such Secured Creditor or any agent or bailee for the Collateral Agent or any
Secured Creditor, AR v €Nt or any

(h) 10 the extent related to the property described in clauses (a) throu

al! books,_conespondence, credit files; records, invoices and other papers and documenf:: iil?cl:‘:l.;n'v:'
without limitation, to the extent so related, all tapes, cards, computer runs, computer programs (tc;
the extent the Company may grant a security interest in the same without a breach of the terms
thereof) and other papers and documents in the possession or control of the Company or any
computer bureau from time to time acting for the Company, and, to the extent so related, all rights
in, to and under all policies of insurance, including claims of rights to payments thereunder and
proceeds therefrom, including any credit insurance; B N

(i)  the goodwill of the Company's business connected with th
symbolized by the Trademarks; and o e use of and

@) all proceeds and products of any of the foregoing.

3. W, jes. The Company represents and warrants to th
Collateral Agent and the Secured Creditors that: e S e

(a) except for copyrights, registered trademarks and trademark applications or
patents and patent applications, none of the Collateral is of a type where a security interest or lien
may be filed under, or notice thereof given under, any federal statute relating exclusively to

Collateral of that type rather than property generally;
(b) all Equipment and Inventory is located at the locations shown on Schedule
A-1 and Schedule A-2; o

(c) during the last five years, the Company has not conducted business under any
name except the name or trade name in which it has executed this Agreement except for the names

and trade names listed on Schedule C;

(d) the Company's chief exe
Schedule B or such other address provided to the :
none of the Equipment (cther than vehicles) owned by the Company and none
red by any certificate of title; C :

cutive office is located at its address shown on
Agent in accordance wit.h m_qn_z. o

©

of the Company’s Inventory is cove
ames or doing business names except for the

® the Company has no trade n. : e

names listed on Schedule C (or such other names provided to the Agent in accordance with Scction

and, when using such names with respect to a division of the Company, the Company !dennﬁes
division as a division of the Company; :

(g) the Companyis and will be the lawful owner of all Collateral. ﬁ-ee of all liens
and claims whatsoever. other than the security interest granted he_l_'g\;nder and any Liens expressly

D
the applicable
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permitted under Section 8.01 of the Credit Agreement, with full power and authority to execute this
Agreement and perform the Company's obligations hereunder. and 10 subject the Collateral to the
security interest granted hereunder; S ateral 10 the

(h) allinformation with respect to Collateral and Account Debtors set forth in any
schedule, certificate or other writing at any time heretofore or hereafier furnished by the Company
to the Agent or any Lender, and ail other written information heretofore or hereafter fumnished by
the Company to the Collateral Agent or any Lender, is and will be true and correct in all material
respects as of the date furnished; - ‘

@  the Company has duly and properly applied for registration of the U.S.
Trademarks listed on Exhibit A hereto as indicated thereon in the United States Patent and
Trademark Office; and | ‘ -

()  the Trademarks and Licenses set forth on the Exhibits hereto constitute, as
of the Closing Date, all Trademark applications and registrations and material Licenses of the
Company. - : R

4. Use of Collateral. Until an Event of Default has occurred and is continuing, the
Company may have possession of all Collateral and use the same in any lawful manner not
inconsistent with this Agreement or with any policy of insurance on any of the Collateral.

5. Processing. Sale and Collections. Until such time as the Collateral Agent shall notify
the Company of the revocation of such power and authority while an Event of Default is continuing,

the Company:

‘in the ordinary course of its business, at its own expense. sell, lease or

service any of the Inventory normally held by the Company for such
als, work in process or materials normally held by the

(@ may,
furnish under contracts of )
purpose, and use and consume any raw materi

Company for such purpose;

(b)  will, atits own expense. endeavor to collect, gs‘and when due. in a manner
consistent with past practices. all amounts due .with respect to any of the Non-.Goods Collateral,
including (while an Event of Default is continuing) the taking of such action with respect to sut;h
collection as the Collateral Agent may reasonably request or. in the absence of such request, as the

Company may deem advisable;

nary cotrse of business. to any party obligated on or

ate. refund or allowance to which such party may be
goods. the sale or lease of

(c)  may grant in the ordi

ith respect to any of the Collateral. any reb. |
r:lwﬁlrll?eer;itled, and may accept. in connection therewith, the retumn of

which shall have given rise 10 such Collateral; and

(@) maysel furniture. Equipment and Fixtures to the extent not prohibited by the

Credit Agreement.

6 D Aprl9, 1999+ 129 PM
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So long as no Event of Default has occurred and is continuing, the Collateral Agent shall, upon the
request of the Company, and to the extent required by the Collateral Agent accompanied by
centificate to the effect that such sale is being undertaken in compliance with this section and the
terms of the Credit Agreement, release the Lien created by this Agreement upon any property sold
pursuant to this section and the terms of the Credit Agreement. ~

The Collateral Agent, however, may at any time (but shall not be obligated to) while an
Event of Default is continuing, whether before or after any revocation of such power and authornity
or the maturity of any of the Secured Obligations, notify any party obligated on or with respect e
any of the Non-Goods Collateral to make payment directly to the Collateral Agent of any amounts
due or 10 become due thereunder and enforce collection of any of the Non-Goods Collateral by suit
or otherwise and surrender, release or exchange all or any part thereof, or compromise or extend or
renew for any period (whether or not longer than the original period) any indebtedness thereunde:
or evidenced thereby. Upon request of the Collateral Agent, while an Event of Default is continuing.
the Company will, at its own expense, notify any parties obligated on or with respect to any of the
Non-Goods Collateral to make payment to the Collateral Agent of any amounts due or to become

due thereunder.

The Company will, upon written demand of the Collateral Agent made during the
continuance of an Event of Default, forthwith, upon receipt, transmit and deliver to the Collateral
Agent, in the form received. all cash, checks, drafts, chattel paper and other instruments or writings
for the payment of money (properly endorsed, where required, so that such items may be collected
by the Collateral Agent) which may be received by the Company at any time in full or partial
payment or otherwise as proceeds of any of the Collateral. Except as the Collateral Agent may
otherwise consent in writing, any such items which may be received by the Company following such
demand of the Collateral Agent will not be commingled with any other of its funds or property, but
will be held separate and apart from its own funds or property and upon express trust for the
Collateral Agent, for the benefit of itself and the Secured Creditors, until delivery is made to the
Collateral Agent. Following a demand made by the Agent pursuant to this paragraph, all items or
amounts which are delivered by the Company to the Collateral Agent on account of partial or full
payment by an Account Debtor or otherwise as proceeds of any of the Collateral shall be deposited
to the credit of a non-interest bearing deposit account over which the Company shall have no control
(herein called the nAssignee Deposit Account”) of the Company with the Collateral Agent, as
security for payment of the Secured Obligations. The Collateral Agent may, from time to time, in
its absolute discretion, apply all or any of the then balance, representing collected funds, in the
Assignee Deposit Account, toward payment of the Secured Obligations. whether or not then due.

in the name of the Company, any item,

The Collateral Agent is authorized to endorse,
ayment on or other prpgeeds of any

howsoever received by the Collateral Agent, representing any pi
of the Collateral.

6. Centificates, Schedules and Reports. The Company will fumnish to the Collateral
Agent from time to time, as the Collateral Agent may request, such additional schedules and such
Collateral at the time subject to the security

certificates and reports respecting all or any of the !
interest hereunder and the items or amounts received by the Company in full or partial payment or
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otherwise as proceeds of any of the Collateral, all to such extent as the Collateral Agent may
request. Efzch of the foregoing schedules, centificates, reports and notices shall be executed by a
duly authorized officer of the Company and shali be in such form and detail as the Collateral Agent
may reasonably specify. R o

_ 7. Covenants. From the date of this Agreement, and thereafier until this Agreement is
terminated, the Company: C e

(8)  except for Inventory stored at the locations referenced on Schedule A-2 with
a value of less than $250.000 in the aggregate (with respect to the Company and its Subsidiaries
taken as a whole), will keep all Inventory at the locations shown on Schedule A-1, unless the
Collateral Agent shall otherwise consent in writing; o s R

()  will keep its records concerning Accounts Receivables at its address shown
on Schedule B, unless the Collateral Agent shall otherwise consent in writing, which records will
be of such character as will enable the Collateral Agent or its designees to determine at any time the
status thereof, and the Company will not, unless the Collateral Agent shall otherwise consent in
writing, maintain such records at any other address; R S o

(¢) (i) will keep all Equipment, except any thercof which is normally used in

more than one State (referred to in this glause (c) as "mobile goods"), at the locations shown on

.1. unless the Collateral Agent shall otherwise consent in writing; (ii) will give thirty (30)

days' written notice to the Collateral Agent prior to any use of any mobile goods in any jurisdiction

other than a State in which the Company shall have previously advised the Collateral Agent such

mobile goods will be used; and (jii) will not use any mobile goods outside the territorial limits of
the United States, unless the Collateral Agent shall otherwise consent in writing; '

(d)  unless the Company shall have given the Collateral Agent thirty (30) days
prior written notice and taken all necessary action to preserve and protect the Collateral Agent’s

security interest in the Collateral, will not, unless the Collateral Agent shall otherwise consent in
writing, change the location of its chief executive office or its chief place of business from the

address shown on s_gmmgj.

(&)  will fumish the Collateral Agent not less than 30 days' \\:ritten notice prior
to changing its name or adopting or changing any trade name, style or doing business form;

(f)  will fumnish the Collateral Agent such information conceming the Company,
the Collateral and the Account Debtors as the Agent may from time to time reasonably request;

(g  will, upon request of the Collateral Agent, stamp on its regon_ls concerning
the Collateral a notation, in form satisfactory 10 the Collateral Agent. of the security interest of the
Collateral Agent hereunder;

(h)  will reimburse the Collateral Agent upon demand for all reasonable costs and

- expenses, including reasonable fees of attomeys (who may be employees of the Collateral Aggn;)
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and legal expenses, incurred by the Collateral Agent in seeking to collect or enforce any rights under
the Collateral and, in case of an Event of Default, in seeking to collect any Secured Obligations and
to enforce rights hereunder, including expenses of any repairs to any realty or other property to
which any of the Equipment may be affixed or be a part; S e

@) will pay, when due, all taxes, assessments, governmental charges and other
similar charges levied against any of the Collateral, except and so long as the Company is contesting
such taxes, assessments or charges in good faith and by appropriate proceedings and the Company
has set aside on its books such reserves or other appropriate provisions therefor as may be required
by generally accepted accounting principles; ’ A

G)  will do nothing to impair in any material respect the rights of the Collateral
Agent or the Secured Creditors in the Collateral. The Company will at all times keep the Collateral
insured in compliance with the requirements of the Credit Agreement. The Company assumes all
liability and responsibility in connection with the Collateral acquired by it, and the liability of the
Company to pay its obligations shall in no way be affected or diminished by reason of the fact that
such Collateral may be lost, stolen, damaged or for any reason whatsoever unavailable to the

Company;

(k) (i) will notify the Collateral Agent of any Collateral which, to its knowledge,
constitutes a claim against the United States government or any instrumentality or agency thereof
(except for claims against any state government, uniess requested by the Collateral Agent), the
assignment of which claim is restricted by federal law, and (ii) will promptly upon the request of the
Collateral Agent, take such steps as may be necessary to comply with any applicable federal
assignment of claims laws, - o '

)] will, at any time after and during the continuance of an Event of Default, upon
request of the Collateral Agent (i) give the Collateral Agent information as to ownership of any
vehicle or other Equipment covered by a certificate: of title and (ii) promptly deliver any such
centificate of title to the Collateral Agent and/or cause the lien of the Collateral Agent, on behalf of

itself and the Secured Creditors, to be noted thereupon;

(m)  will deliver to the Collateral Agent all instruments to be held by or on behalf
of the Collateral Agent, for the benefit of itself and the Secured Creditors, pursuant hereto and shall
deliver duly executed instruments of transfer or assignment in blank, all in form and substance
satisfactory to the Collateral Agent;

(n)  will (i) prosecute diligently ‘any application to register the Trademarks
pending as of the Closing Date or thereafter until all Secured Obligations have been indefeasibly
paid in full and (ii) make applications on Trademarks, as appropriate or as requested by the
Collateral Agent, except. in either case. where the failure to do so would have a Material Adverse

Effect; and
(o)  will promptly notify the Collateral Agent of the institution of, and any adverse

determination in, any proceeding in the United States Patent and Trademark Office (other than 2
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rouxi_ne “office action") or any agency of any state or any court regarding the Company's right, title
and interest in any material Trademark or the Company's right to register any material Trademark.

The Collateral Agent may from time to time, at its option, perform any agreement of the
Company hereunder which the Company shall fail to perform when due and take any other action
which the Collateral Agent deems necessary for the maintenance or preservation of any of the
Collateral or its interest therein, and the Company agrees to forthwith reimburse the Collateral Agent
for all expenses of the Collateral Agent in connection with the foregoing, together with interest
thereon from the date incurred until reimbursed by the Company at a rate per annum equal to the rate
set forth in subsection 2.09(c) of the Credit Agreement in effect from time to time. The Company’s
obligation to reimburse the Collateral Agent pursuant to the preceding sentence shall be a Secured
Obligation payable on demand. o

8.  Remedies.

_ (® _  Remedies; Obtaining the Collateral Upon an Eventof Default. -The Company
agrees that, if any Event of Default shall have occurred and be continuing, then and in every such
case, the Collateral Agent may: N TTenmmmm e e

(i personally, or by agents or attorneys, immediately take possession of
the Collateral or any part thereof, from the Company or any other Person who then has
possession of any part thereof with or without notice or process of law (unless the same shall
be required by applicable law), and for that purpose may enter in an orderly and lawful
manner upon the Company's premises where any of the Collateral is located and remove the
same and use in connection with such removal any and all services; supplies, aids and other
facilities of the Company; ' T

(i)  instruct the obligor or obligors on any contract, agreement, instrument
or other obligation (including, without limitation, the Accounts Receivable) constituting the
Collateral to make any payment required by the terms of such instrument or agreement
directly to the Collateral Agent, on behalf of itself and the Secured Creditors;

(iii)  sell or otherwise liquidate, or direct the Company to sell or otherwise
liquidate, any or all investments made in whole or in part with the Collateral or any part
thereof. and take possession of the proceeds of any such sale or liquidation; ~

(iv)  with respect to Secured Obligations which are contingent and cannot
be accelerated by their nature, require the Company to deposit cash or other acceptable
collateral in an amount sufficient to cover principal, interest and fees which will have
accrued by the maturity date on said Secured Obligations to be held as security for said
Secured Obligations in the special non-interest bearing collateral account referred to in
Scetion. § hereof; and o heeor vec fo |

(v)  take possession of the Collateral or any part thereof, by directing the
Compeny in writing to deliver the same to the Collateral Agent. on behalf of itself and the
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Secured Creditors, at any reasonable place or places desi i
. , gnated by the Collateral
which event the Company shall at its own expense: Avet, 0

. (A) forthwith cause the same 10 be moved to the place or pi
so du:gm.ted by the Collateral Agent and there delivered to the Collaferal Age‘:n‘c :;
bebalf of tself and the Secured Creditors; T

(B) store and keep any Collateral so delivered to the Collateral
Agent, on behalf of itself and the Secured Creditors, at such pk i
further action by the Collateral Agent; and o ch place or places pencine

(C)  while the Collateral shall be so stored and kept, provide such
guards and maintenance services as shall be necessary to protect the same and to
preserve and maintain them in good condition; ) o ’

it being und.ersmod that the Company's obligation so to deliver the Collateral is of the
essence o_f this Agreement and that, accordingly, upon application to a court of equity having
jurisdiction, the Collateral Agent, on behalf of itself and the Secured Creditors, shall be
entitled to a decree requiring specific performance by the Company of said obligation.

() Disposition of the Collateral.

@) Any Collateral repossessed by the Collateral Agent, on behaif of itself
and the Secured Creditors, under or pursuant to Section 8(a) hereof and any other Collaters)
whether or not so repossessed by the Collateral Agent, on behalf of itself and the Secured
Creditors, upon the occusrence and during the continuance of an Event of Default may be
sold, leased or otherwise disposed of under one or more contracts or as an entirety and
without the necessity of gathering at the place of sale the property to be soid, and in general
in such manner, at such time or times, at such place or places and on such terms and for such

rices a8 the Collateral Agent may, in compliance with any mandatory requirements of
applicable law, determine to be commercially reasonable. Upon the occurrence and during
the continuance of any Event of Default, the Collateral Agent. on behalf of itself and the

Secured Creditors, shall have the power 10 foreclose the Company’s right of redemption in

the Collateral by sale, lease or other disposition of the Collateral in accordance with the

Uniform Commercial Code as enacted in each state where the Collateral is located. Any of
the Collsteral may be sold, leased or otherwise disposed of in the condition in which the
same existed when taken by the Collateral Agent, on behalf of itself and the Secured
Creditors, or after any overhaul or repair which the Collateral Agent shall determine to be
commercially reasonable and the Collateral Agent shall be entitled to reimbursement for the

t of any costs Of EXpenses of such overhaul or repair. Any such disposition which
shall be a private sale or other private proceeding permitted by the requirements of

applicable law shall be made after written notice to the Company specifying the time st

which such disposition is to be made and the intended sale price or other consideration

thesefor. Any such disposition which shall be a public sale permitted by such requirements
of applicable law shall be mede afier written notice to the Company specifying the time and
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plnc? of such sale and. in the absence of applicable requirements of law, shall be by public
auction. To the extent permitted by any such requirement of law, the Collateral Agent. on
behalf of itself and the Secured Creditors, or any Secured Creditor may itself bid for and
become the purchaser of the Collateral or any item thereof, offered for sale in accordance
with this Section 8(b) without accountability to the Company. In the payment of the
purchase price of the Collateral the purchaser shall be entitled to have credit on account of
the purchase price thereof of amounts owing to such purchaser on account of any of the
Secured Obligations held by such purchaser and any such purchaser may deliver notes,
c.laims for interest, or claims for other payment with respect to such Secured Obligations in
lieu of cash up to the amount which would, upon distribution of the net proceeds of such
sale, be payable thereon. Such notes, if the amount payable hereunder shall be less than the
amount due Mm shall be returned to the holder thereof after being appropriately stamped
10 show partial payment.  If, under mandatory requirements of applicable law, the Collateral
Agent, on behalf of jtself and the Secured Creditors, shall be required to make disposition
of the Collateral within a period of time which does not permit the giving of notice to the
Company as hereinabove specified, the Collateral Agent need give the Company only such
notice of disposition as shall be reasonably practicable in view of such mandatory
requirements of applicable law. ’ s

(i)  No notification need be given to the Company if it has signed, after
an Event of Default. a statement renouncing or modifying any right to notification of sale
or other intended disposition. In addition to the rights and remedies granted to it in this
Agreement and in the Secured Debt Agreements, the Collateral Agent, on behalf of itself and
the Secured Creditors. shall have all the rights and remedies of a secured party under the
Uniform Commercial Code of the state in which the Collateral islocated. =

(iii)  Forthe purpose of enabling the Collateral Agent to exercise its rights.
powers and remedies under this Section 8 (including, without limitation. in order to take
possession of hold, preserve, process. assemble, prepare for sale, market for sale, sell or
otherwise dispose of the Collateral) at such time as the Collateral Agent shall be entitled to
exercise such rights and remedies. the Company. hereby grants to the Collateral Agent a
license. lease and_ right to use (exercisable without - payment of royaity or other
compensation) the Company's General Intangibles, Equipment. Fixtures and real property
interests. whether part of the Collateral or not including, without limitation, any patents.
copyrights, rights of use of any name, trade secrets. trade names. trademarks. serv.ice marks
and advertising matter. or any other property of a similar nature, as it pertains to the
Collateral. in completing production of, advertising for sale or lease and selling or leasing
any Inventory or other Collateral and the Company's rights under all licenses, Jeases and
franchise agreements shall inure to the Collateral Agent's benefit until all Secured
Obligations are paid in full to the extent that such use would not cause & breach under such
licenses. leases or franchises. The Company shall have the right to exercise quality control
over the products and services offered by the Collateral Agent under or in connection with
the Trademarks in a manner which is reasonably necessary in order to preserve the validity
and enforceability of the Trademarks. )
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9. ' Amlmmmm&&ﬂgﬁgmﬂ The proceeds of the Collateral realized upon
the exercise of remedies hereunder shall be applied by the Collateral Agent to payment of the
Secured Obligations in the following order unless a court of competent jurisdiction shall otherwise
direct: . ’ o

. (a) FIRST, to payment of all reasonabie costs and expenses of the Collateral
Agent incurred in connection with the collection and enforcement of the Secured Obligations or of
the security interest granted to the Collateral Agent pursuant to this Agreement, including all costs
and expenses of any sale pursuant to this Agreement, and of any judicial or private proceedings in
which such sale may be made, and of all other expenses, Secured Obligations and advances made
orincurred by the Collateral Agent; I

) '(b) ) SECOND, to payment, pro rata, of that portion of the Secured Obligations
(excluding obligations in respect of Secured Swap Contracts) constituting accrued and unpaid
interest and fees, together with (to the extent permitted by law) interest owing thereon at the
applicable default rate from the date due; owing or unpaid until paid in full: R

- _ _(c) THIRD. to payment, pro rata, of the principal of the Secured Obligations
(including obligations in respect of Secured Swap Contracts), then due. owing or unpaid in respect
of any Secured Obligations; - o .

(d)  FOURTH, to payment, pro rata, of any other Secured Obligations due, owing
or unpaid until paid in full including, without limitation, any Secured Obligations incurred pursuant

to this Agreement; and

(e) FIFTH. the balance, if any, after all of the Secured Obligations have been
satisfied, shall be remitted to the Company. C

The Company shall remain liable for any deficiency if the proceeds of any sale or
other disposition of the Collateral are insufficient to pay the Secured Obligations. including, without
limitation. the fees and disbursements of any attorneys engaged by the Collateral Agent or any

Lender to collect such deficiency.

i ive. Each and every right. power and remedy hereby specifically
given to the Collateral Agent. for the benefit of itself and the Secured Creditors. shall be in addition
to every other right, power and remedy specifically given to the Collateral Agent or_the Secured
Creditors under this Agreement or any Secured Debt Agreement now or hereafter existing at lJaw or
in equity, or by statute and each and every right, power and remedy whether specifically herein
given or otherwise existing may be exercised from time to time or simultaneously and as often and
in such order as may be deemed expedient by the Collateral Agent. All such rights. powers and
remedies shall be cumulative and the exercise or the beginning of exercise of one shall not be
deemed a waiver of the right to exercise any of the others. No delay or omission of the Collaterai
Agent in the exercise of any such right, power or remedy and no renewal or extension of any of the
Secured Obligations shall impair any such right, power or remedy or shall be construed to be a
waiver of any Default or Event of Default or an acquiescence therein. In the event that the Collateral

10.
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Agent or any Secured Creditor shall bring any suit to enforce any of its rights hereunder and

: ‘ i : ) shall
be entitled to judgment, then in such suit the Collateral Agent or such Secured Creditor may recover
reasonable expenses, including attorneys' fees. which attomeys may be employees of the Collateral
Agent. and the amounts thmgf shall be included in such judgment. ' '

11, ' Qmmmﬁhmﬂmgs In case the Collateral Agent or any Secured Creditor
shall have instituted any proceeding to enforce any right, power or remedy under this Agreement

by foreclosure, sale, entry or otherwise, and such proceeding shall have been discontinued or
abandoned for any reason or shall have been determined adversely to the Collateral Agent or such
Secured Creditor, then and in every such case the Company and the Collateral Agent or such
Secured Creditor shall be restored to their respective former positions and rights hereunder with
respect to the Collateral, and all rights, remedies and powers of the Collateral Agent or such Secured
Creditor shall continue as if no such proceeding had been instituted. '

12. ' Custody and Preservation of Collateral. The Collateral Agent shall be deemed to
have eg&erg:sed reasonable care in. the custody and preservation of any of the Collateral in its
possession if it takes such action for that purpose as the Company requests in writing, but failure of
the (;ollateral Agent to comply with any such request shall not of itself be deemed a failure to
exercise reasonable care, and no failure of the Collateral Agent to preserve or protect any rights with
respect to such Collateral against prior parties, or to do any act with respect to the preservation of
such Collateral not so requested by the Company, shall be deemed a failure to exercise reasonable
care in the custody or preservation of such Collateral. - '

13. . The Company

irrevocably authorizes the Collateral Agent. at any time and from time to time while an Evemt of
Default is continuing, in the sole discretion of the Collateral Agent. and appoints the Collateral
Agent as its attomey-in-fact to act on behalf of the Company, (a) t0 execute on behalf of the
Company as debtor and to file financing statements necessary or desirable in the Collateral Agent's
sole discretion to perfect and to maintain the perfection and priority of the Collateral Agent's
security interest in the Collateral. on behalf of itself and the Secured Creditors, (b) to endorse and
collect any cash proceeds of the Collateral. (c) to file a carbon, photographic or other'reproducuon
of this Agreement or any financing statement with respect to the Collateral as 8 ﬁmpcmg statement
in such offices as the Collateral Agent in its sole discretion deems necessary or desirable to pe}'fect
and to maintain the perfection and priority of the Collateral Agent's and the Secured Creditors'
security interest in the Collateral. (d) to enforce payment of the Accounts Receivable in the name
of the Collateral Agent, any Secured Creditor or the Company. and (e') 1o apply thg prof:eeds o'f any
Collateral received by the Collateral Agent to the Secured Obligations as prov:defi in Section 9
ereof, This appointment as atomney-in-fact is coupléd with an interest and shall be irrevocable for
so long as any Secured Obligations are outstanding.

rmitted to be given under this Agreement shall

14.  Notices. (8) Any notice required or pe! nt sha
be given (i) in the case of the Company, the Collateral Agent and any Secured Creditor. in

accordance with the Credit Agreement and (ii) in the case of a Swap Creditor, in accordance with
the relevant Secured Swap Contract.
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(b)  The Company, the Collateral Agent or any Secured Creditor may change the
address for service of notice upon it by a notice in writing to each other. ’

15. Waiver and Amendments. No failure or delay on the part of the Collateral Agent or
any Secured Creditor in the exercise of any power, right or remedy, and no course of dealing
between the Company and the Collateral Agent or any Secured Creditor, shall operate as a waiver
of such power, right or remedy, nor shall any single or partial exercise of any power, right or remedy
preclude other or further exercise thereof or the exercise of any other power, right or remedy. The
remedies provided for herein are cumulative and not exclusive of any remedies which may be
available to the Collateral Agent or any Secured Creditor at law or in equity. No notice to or
demand on the Company not required hereunder shall in any event entitle the Company to any other
or further notice or demand in similar or other circumstances or constitute a waiver of the right of
the Collateral Agent or any Secured Creditor to any other or further action in any circumstances
without notice or demand. No amendment, modification or waiver of. or consent with respect to.
any provision of this Agreement shall in any event be effective unless the same shall be in writing
and signed and delivered by the Collateral Agent in accordance with the Credit Agreement. Any
waiver of any provision of this Agreement, and any consent to any departure by the Company from
the terms of any provision of this Agreement, shall be effective only in the specific instance and for
the specific purpose for which given. T ’

16.  Teominatiop. This Agreement shall continue in effect (notwithstanding the fact that
from time to time there may be no Secured Obligations or commitments therefor outstanding) until
the payment in full of the Secured Obligations and the termination of the Secured Debt Agreements
in accordance with their respective terms, at which time the security interests granted hereby shall
terminate and any and all rights to the Collateral shall revert to the Company. Upon such
termination, the Collateral Agent shall promptly return to the Company, at the Company's expense.
such of the Collateral held by the Collateral Agent as shall not have been sold or otherwise applied
pursuant to the terms hereof. The Collateral Agent will promptly exccute and deliver to the
Company such other documents as the Company shall reasonably request to evidence such

termination.

17.  Indemnitv. The Company hereby agrees to assume liability for. and does hereby
agree to indemnify and keep harmless the Collateral Agent and each Se'cul:e.d' Creditor. i
successors, assigns, agents and employees, from and against any and a_ll liabilities, damages,
penalties. suits. costs, and expenses of any kind and nature, ipposed on. mcum.zd by or assened
against the Collateral Agent or any Secured Creditor, or its Successors, assigns. agents and
employees, in any way relating to or arising out of the ownerslup. possession. use, sale. return ot
other disposition of any Trademarks or Licenses (other than liability resulting from thevgt‘ou
negligence or wilful misconduct of the Collateral Agent or any srtvxchecured_ Creditor).
W. THIS AGREEMENT SHALL BE GOVERNED BY, AND

18.
CONSTRUED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK(
PROVIDED THAT THE PARTIES SHALL RETAIN ALL RIGHTS ARISING UNDER

FEDERAL LAW.
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19.  Severability. Whenever possible. each provision of this Agreement shall be
imterpreted in such manner as to be effective and valid under applicable law. but if any provision of
this Agreement shall be prohibited by or invalid under applicable law. such provision shall be
ineffective to the extent of such prohibition or invalidity without invalidating the remainder of such
provision or the remaining provisions of this Agreement. '

20.  Successors and Assigns. The rights and privileges of the Company, the Collateral
Agent and the Secured Creditors hereunder shall inure to the benefit of their successors and
permitted assigns. o

21, Collateral Agent. NationsBank. N.A. has been appointed as Collateral Agent for the
Secured Creditors hereunder and has agreed to act (and any successor Collateral Agent shall act) as
such hereunder only on the express conditions contained in Article X of the Credit Agreement, "Any
successor Agent appointed pursuant to Article X of the Credit Agreement shall be entitled to all the
rights, interests and benefits of the Collateral Agent hereunder.

[signature page follows)

. Deaft April 9. 1999 - 1.29PM
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IN WITNESS WHEREOF: this Agreement has been duly executed as of the day and year
first above written. o '

MAGNETIC DATA TECHNOLOGIES, LLC

Title: __ £ Peenidondt

NATIO%NK. N.A, as Collateral Agent
By = DZ /g,:é Z

Title: _ Maiadasivie Birveter
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EXHIBIT A

- TRADEMARKS
COUNTRY/STATE MARK SERIAL NO. " REG. NO.
T FILING DATE REG.DATE
UNITED STATES MAGNETIC DATA 73/784,591 1,698.790
e 03/06/89 :
UNITED STATES MAGNETIC DATA 455765 1,330.072
THE DISC 12/05/83 04/09/85
COMPANY AND
DESIGN
UNITED STATES/ MAGNETIC DATA 6/18/90 092804
CALIFORNIA AND DESIGN 07/30/90.
AUSTRIA MAGNETIC DATA AM3370/89 128492
R 07/17/89 11/28/89
AUSTRIA MAGNETIC DATA AM3414/89 128749
AND DESIGN 07/19/89 O 1219/89
AUSTRALIA MAGNETIC DATA ASISB16 AS15816
AND DESIGN 07128/89 . 0718/89
AUSTRALIA MAGNETIC DATA AS15817 'AS15817
AND DESIGN 07728/89 07/28/89
BENELUX AM BELGIUM 823242 550119
o 03/07/94_ 01/03/95.
BENELUX MAGNETIC DATA 728753 464094
AND DESIGN 05/09/89 1 05/09/89
BENELUX MAGNETIC DATA 730470 463741
AND DESIGN 06/19/89  06/19/89
MARK MAGNETIC DATA 4920189 094391
DEN AND DESIGN 07/05/89 ~ 02/08/91
MAGNETIC DATA 129632 1664155
FRANCE AND DESIGN 05/10/89 65/10/89
MAGNETIC DATA 137477 1541671
FRANCE AND DESIGN 06/15/89__ _ 06/15°89
NY MAGNETIC DATA M6S 069/9WZ 1159964
GERMA AND DESIGN 05/16/89 - 06/1290

263912.02-New York Servet 7A
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COUNTRY/STATE MARK SERIAL NO. ‘REG. NO.
o FILING DATE REG. DATE.
GERMANY MAGNETIC DATA. M 65 1159963
THE DISC ' 068/5W2Z 06/12/90
COMPANY AND 05/16/89
DESIGN = -
GREECE MAGNETIC DATA 95283 95283
AND DESIGN 08/25/89 1271792
IRELAND MAGNETIC DATA 3603/89 " B139531
AND DESIGN - 07/03/89 04/06/93
IRELAND MAGNETIC DATA 3837/89 139532
AND DESIGN_~ 07/17/89  04/06/93
ITALY MAGNETIC DATA 49453-C/89 562017
AND DESIGN - 07/21/89 02/26/92
ITALY MAGNETIC DATA 49457-C/89 .562021
AND DESIGN 07/21/89 02/26/92
JAPAN MAGNETIC DATA 18178/1989
AND DESIGN 02/17/89
MALAYSIA MAGNETIC DATA 89/06992
AND DESIGN 11/10/89
NORWAY MAGNETIC DATA 89.3271 .148289
AND DESIGN ~ 07/04/89 01/0292
SINGAPORE MAGNETIC DATA $/6884/89 " B6884/89
TNGAPO ~ 10/19/89 - 10/19/89
MAGNETIC DATA 1518388
SPAIN S 07/25/89
SPAIN MAGNETIC DATA 1513568
AND DESIGN 07/25/89 - ,
WED GNETIC DATA 89-06648 ‘ 243670
SWEDEN mn DESIGN 07/12/89 121192
SWITZERLAND MAGNETIC DATA 5263 :_’7/;‘;’:9
AND DESIGN 07/07/89 -
38962/89
TURKEY MAGNETIC DATA 3896
AND DESIGN ~ 08/03/89
2/89 i
TURKEY MAGNETIC DATA 3896
AND DESIGN 08/03/89
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COUNTRY/STATE " MARK SERIALNO. _ REG.NO.
FILING DATE REG. DATE
UNITED MAGNETIC DATA 1384212 1384212
KINGDOM AND DESIGN 03/06/89 03/06/89
UNITED - | MAGNETIC DATA 1385138 1385138
KINGDOM AND DESIGN 05/24/89 05/24/89

Draft April 9. 1999« 740 AM
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EXHIBITB

LICENSES

1. Concurrent Device Software License Agreement between MDIS Chess and Magnetic Data
Systems, datqd June 30, 1997, accepted July 9, 1997. ;

2. Amendment to Concurrent Device Software License and Services Agreement between
MDIS Chess and Magnetic Data Systems, dated as of June 30, 1997, accepted July 9, 1997.

3. Assignment of License Agreement - Magnetic Data, Inc., a Delaware corporation to Delta
Bravo, Inc., a Delaware corporation, dated October 1, 1997.

Draf April 9, I!”-?:JI_AM
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SCHEDULE A-1

Eaui { Inv Locati

445, 475, 485 and 495 Pine Avenue
Goleta, California 93117

Please refer to Schedule A-1 of the Subsidiary Security Agreement for equipment and
inventory locations with respect to Subsidiaries of Magnetic Data Technologies, LLC.

163204,01-ChicagoS2A
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'SCHEDULE A-2
Consi { Equi { Consi i Inv 1 .

None.

163204.01-ChicagoS2A
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SCHEDULE B
gl . EE . Q m I . l B l I v

Chief Executive Office location:

Magnetic Data Technologies, LLC
445 Pine Avenue
Goleta, Califqr;;ia 93117

Records Locations

445, 475, 485 and 495 Pine Avenue
Goleta, California 93117

Please refer to Schedule B of the Subsidiary Security Agreement for chief executive office
and records locations of the Subsidiaries of Magnetic Data Technologies. LLC.

163204.01-ChicagoS2A
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EXHIBIT B
Notice Infi .
If to Magnetic Data California, LLC:

Magnetic Data California, LLC
445 Pine Avenue

Goleta, California 93117
Attention: Chief Financial Officer
Fax: (805) 967-2828

with a copy to:

Dubilier & Company
64 West 21" Street
New York, NY 10010

- Attention: Michael J. Dubilier
Fax: (212) 727-3349
Phone: (212) 727-2327

If to Magnetic Data Minnesota, LLC:

Magnetic Data Minnesota, LL.C
6754 Shady Oak Road
Eden Prairie, Minnesota '5)/5344-3496

with a copy to:

Dubilier & Company

64 West 21% Street

New York, NY 10010
Attention: Michael J. Dubilier
Fax: (212) 727-3349

Phone: (212) 727-2327

163204.01-ChicagoS2A
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SCHEDULE C

Present Tradenames, etc:

Magnetic Data Technologies, LLC; a Delaware limited liability company
Magnetic Data Belgium, N.V., a Belgium company ”
Magnetic Data California, LLC, a Delaware limited liability company
Magnetic Data Minnesota. LLC, a Delaware limited liability company

Tradenames, etc. used during the 5 years immediately preceding the Closing Date:

Magnetic Data Inc.. a Delaware corporation

Magnetic Data Inc., a California corporation

Magnetic Data Inc., a Minnesota corporation

Brum-Ko Magnetics Corporation, a Nebraska corporation
Brum-Ko Magnetics. LLC, a Delaware limited liability company

163204.01-ChicagoS2A
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