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ADDITIONAL RECEIVING PARTIES:

Royal Bank Asset Based Finance,

A Division of Royal Bank of Canada
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SECURITY AND PLEDGE AGREEMENT

SECURITY AND PLEDGE AGREEMENT (this “Agreement™), dated as of December

s s 20073, among:

@) KIMPEX INC., a Quebec corporation (“Kimpex Inc.™);
(i) KIMPEX (US.A.)LTD., a New York corporation (“Kimpex USA™);

(iii) amy other entity that may become a Debtor hereunder in accordance with Section
29 hereof (each such other entity herein called a “New Debtor™);

(iv) NATIONAL BANK OF CANADA (“NBC™); and

v) ROYAL BANK ASSET BASED FINANCE, A DIVISION OF ROYAL BANK
OF CANADA (“RBC™).

The Persons listed in clauses (i) through (iii) above shall be collectively referred to herein
as the “Debtors™ and each such Person individually as a “Debtor”. The Persons listed in clauses
(iv) and (v) above shall be collectively referred to herein as the:_“Creditors”_and each such
Person individually as a “Creditor.” RBC shall be referred to herein as a “Creditor” and as the

. I'.GAgent.'ﬂl
RECITALS:

A Kimpex Inc. and the Creditors are eniering into a letter agreement d?ted as of
December |4, 2003 (as it may be amended, restated, supplemented or otherwise ]'I'.lOdlfiE:‘d from
time to time, the “Credit Agreement™), providing for extensions of credit by the Creditors to
Kimpex Inc. in the amounts, and subject to the terms and conditions, specified therem.

B. Kimpex USA will irrevocably and unconditionally guarantee the payment in full
when due of all of the obligations of Kimpex Inc. to the Creditors under the Credit Agreement,
pursuant to a Guarantee Agreement of even date herewith by Kimpex USA m favor of the
Creditors (as it may be amended, restated, supplemented or otherwise modified from time to

time, the “Guarantee”).

C. The Debtors are members of an affiliated group of companies that are engaged in
related businesses and are part of a common business enterprise. The Debtors will derive
substantial direct and indirect benefits from the extensions of credit under the Credit Agreement.

D. The execution and delivery of this Agreement and the grant by the Debtors to the
Creditors of security interests in the Collateral specified herein constitute conditions precedent to
the obligation of the Creditors to extend credit to Kimpex Inc. pursuant to the terms and
conditions of the Credit Agreement.

Zecurity Agreement in faver of RBC and NBOC6.DOC TRADEMARK
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ACCORDINGLY, in consideration of the premises and in order to induce the Creditors
to enter into the Credit Agreement and to extend credit to Kimpex Inc. thereunder, and for other
good and valuable consideration the receipt and sufficiency of which are hereby acknowledged,
the Debtors hereby agree with the Creditors as follows:

1. Defined Terms. (a) The following terms have the following meanings:

«Accounts” means all accounts receivable, book debts, notes, drafis, instruments,
documents, acceptances and other forms of obligations now owned or hereafter received or
acquired by or belonging or owing to any of the Debtors (including, without limitation, under
any trade names, styles or divisions thereof), whether arising from (a) the sale, lease, licensing,
assignment or other disposition of goods by any of the Debtors, (b) services rendered or to be
rendered by any of the Debtors, (c) a policy of insurance issued or to be 1ssued by any of the
Debtors, (d) a secondary obligation incurred or to be incurred by any of the Debtors, or (f) any
other transaction, whether or not the same involves any of the foregoing (including, without
limitation, any such obligation which would be characterized as an account, general intangible,
jnstrument or chattel paper under the Uniform Commercial Code) and all of the Debtors’
respective rights in, to and under all purchase orders now owned or hereafter received or
acquired by them for goods or services, and all of the Debtors’ respective rights to any goods
represented by any of the foregoing (including returned or repossessed goods and unpaid seller’s
rights) and all moneys due or to become due to any of the Debtors under all contracts for the sale
of goods and/or the performance of services by any of the Debtors (whether or not yet eamed by
performance) or in connection with any other transaction, now in existence or hereafter arising,
including without limitation the right to receive the proceeds of said purchase orders and
contracts, and all supporting obligations of any kind given by any person or entity with respect to

any of the foregoing.
“Ageni” has the meaning specified in the preamble to this Agreement.

“(Chattel Paper” means any “chattel paper”, as such term is defined in the Uniform
Commercial Code, now owned or hereafter acquired by any Debtor. '

“Collateral” has the meaning specified in Section 2.

«Commercial Tort Claims” means any “commercial tort claims”, as such term is
defined in the Uniform Commercial Code, now existing and described in Schedule VI hereto or
hereafter arising and described in written notices delivered by any Debtor to the Creditors from

time totime.

“Contracts” means all contracts to which any Debtor is, or may at any time hereafier
become, a party and all agreements and undertakings of any third parties in favor or for the

benefit of any Debtor.

“Contract Rights™ means any right of a Debtor to payment under a Contract not yet
earned by performance and not evidenced by an Instrument or Chattel Paper, now in existence or
hereafter arising (including, without limitation, (a) all rights of such Debtor to receive moneys

Security Agreement in favor of RBC and NBOC6.DOC 2 TRADEMARK
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due and to become due to it thereunder or in conpection therewith, (b) all rights of such Debtor
to damages arising out of, or for, breach or default in respect thereof and (c) zll rights of such
Debtor to perform and to exercise all remedies thereunder).

“Copyrights” means all of the following to the extent that any Debtor now has or
hereafter acquires any right, title or interest therein: (i) all copyrights n all works, whether
published or unpublished, now existing or hereafter created or acquired, including without
limitation those listed on Schedule IV if any, all registrations and recordings thereof, and all
applications in connection therewith, including, without hmitation, registrations, recordings and
applications in the United States Copyright Office, and (if) all renewals thereof.

“Copyright Licenses” means any agreement, written or oral, naming any Debtor as
licensor or licensee, granting any right to use any Copyright, now mn existence or hereafier
arising, including without limitation any listed on Schedule IV if any.

“Credit Agreement” has the meaning specified in Recital A.

“Credit Documents” means collectively the Credit Agreement, the Guarantee, this
Security Agreement, and all related instruments, documents or agreements.

“Creditor” and “Creditors” have the respective meanings specified in the preamble to
this Agreement.

“Debtor” and “Debtors” have the respective meanings specified in the preamble to this
Agreement.

“Deposit Acconnt™ means any “deposit account”, as such term is defined in the Uniform
Commercial Code, now or at any time hereafier maintained by any Debtor, including without
limitation the deposit accounts listed in Schedule VII hereto.

“Documents” means any “documents”, as such term is defined in the Uniform
Commercial Code, now owned or hereafiter acquired by any Debtor.

“Equipment” means all machinery, equipment and furniture now owned or hereafter
acquired by any Debtor or in which any Debtor now has or hereafter may acquire any right, title
or interest, and any and all additions, substitutions and replacements thereof, wherever located,
together with all attachments, components, parts, equipment and accessories installed therein or
affixed thereto, including, but not limited to, all “equipment”™, as such term is defined in the
Uniform Commercial Code. '

~ “Event of Default” means any event that constitutes a default under the Credit
Agreement.

“Fipancial Asset’” means any “financial asset™, as such term is defined in the Uniform
Commercial Code, now owned or hereafier acquired by any Debtor.

Szcun'ﬁr Agreemnent in favor of RBC and NBOC6.DOC 3 ' TRADEMARK
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“Fixtures” means any “fixture”, as such term is defined in the Uniform Commercial
Code, now owned or hereafter acquired by any Debtor.

“eneral Intangibles™ méans any “general intangibles™, as such term is defined in the
Uniform Commercial Code, now owned or hereafter acquired by any Debtor.

“Goods” means any “goods”, as such term is defined in the Uniform Commercial Code,
now owned or hereafter acquired by any Debtor.

“(Guarantee” has the meaning specified in Recital B.

“Ipstrument’ means any “instrument”, as such term i1s defined in the Uniform
Commercial Code, now owned or hereafier acquired by any Debtor.

“Intellectual Property” means, collectively, Patents, Patent Licenses, Trademarks,
Trademark Licenses, Copyrights and Copyright Licenses.

“Inventory” means all inventory, wherever located, now owned or hereafier acquired by
any Debtor or in which such Debtor now has or hereafter may acquire any right, title or interest,
including, without limitation, all goods and other personal property now or hereafter owned by
any Debtor which are held for sale or lease or are furnished or are to be furmshed under a
contract of service or which constitute raw materials, work in process or materials used or
consumed or to be used or consumed in such Debtor’s business, or in the processing, packaging
or shipping of the same, and all finished goods, including, but not limited to, all “inventory™ as
such term is defined in the Uniform Commercial Code.

“Investment Property” means any “investment property”, as such term is defined in
the Uniform Commercial Code, now owned or hereafter acquired by any Debtor.

“Tssuer” means each issuer of Pledged Shares.

“Kimpex Inc.” has the meaning specified in the preamble to this Agreeﬁent.

“Kimpex USA™ has the meaning specified in the preamble to this Agreement.
“I.eases” means all leasehold interests now or at any time hereafter held by any Debtor.

“Letter of Credit Rights” means any Debtor’s right to payment or performeance under
any letter of credit, whether now existing or hereafter issued, whether or not the beneficiary has

demanded or is at the time entitled to demand payment or performance, including without
lirzitation any “letter of credit right”, as such term is defined in the Uniform Commercial Code,

whether now existing or hereafter created and whether now owned or hereafter acquired by such
Debtor.

“Licenses” and “Licensing Agreements” means the Patent Licenses, the Copynight
Licenses and the Trademark Licenses.

Security Agreement in favor of RBC and NROCE.DOC 4 ’ TRADEMARK
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“I ien” means any mortgage, pledge, hypothecation, assignment, secunty deposit
arrangement, encumbrance, lien (whether statutory, consensual or otherwise), charge or other
security interest or amy preference, priority or other security agreement or preferential
arrangement of any kind or nature whatsoever (including, without limitation, any conditional sale
ot other title retention agreement and any capital lease having substantially the same economic

effect as any of the foregoing).

«“Material Adverse Effect” means a material adverse effect on (a) the business,
operations, property or condition (financial or otherwise) of any Debtor, (b) any Debtor’s ablity
to perform its obligations under this Agreement or any other Credit Document or (c) the validity
or enforceability (against any Debtor) of this Agreement or any other Credit Document, or of any
of the rights or remedies of the Creditors hereunder or thereunder.

“New Debtor” has the meaning specified in the preamble to this Agreement.

“QObligations™ means (a) all indebtedness, liabilities and obligations of any Debtor to
either Creditor present or future, direct or indirect, absolute or contingent under or relating 1o any
Credit Document, including without limitation the obligation of Kimpex Ine. to repay the
principal amount of all loans made to it under the Credit Agreement in full when due, to pay
interest thereon at the rates and on the dates specified in the Credit Agreement, and to pay the
fees specified in the Credit Agreement i full when due at the rates and on the dates specified
therein, and the Debtors’ respective obligations to indemnify the Creditors, and 1o pay costs and
expenses, as provided herein or in apy other Credit Document, and (b) all indebtedness,
liabilities and obligations of any Debtor relating to or arising out of or in connection with any
interest rate swap, cap or collar agreement, currency exchange rate swap agreement, treasury
instrument swap agreement, or stmilar arrangement between such Debtor and erther Creditor
providing for the transfer or mitigation of interest or exchange risks either generally or under
specific contingencies. :

“Patents” means (i) all patents and patent applications and the inventions and
improvements described and claimed therein, and all patentable inventions, now owned or
hereafter acquired or obtained by any Debtor, (ii) all registrations and recordings thereof,
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 those listed on Schedule IV, (iii) all reissues, divisions,
continuations, renewals, extensions and continuations-in-part of any of the foregoing, (iv) all
income, royahies, damages or payments now and hereafter due and/or payable under or with
respect to any of the foregoing, including, without limitation, damages or payments for past or
future infringements of any of the foregoing, (v) the right to sue for past, present and future
infringements of any of the foregoing throughout the world, and (vi) all rights and obligations
pursuant to any Patent License with respect thereto, whether such Debtor is a licensor or licensee
under any such Patent License, and, subject to the terms of such licenses, such nght to prepare
for sale, sell and advertise for sale, all inventory now or hereafter owned by any Debtor and now
or hercafter covered by such licenses.

Security Agreement in favor of REC and NBOCS.DOC 5 TRAD
EMARK
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“Patent License” means any agreement, written or oral, providing for the grant by or to
any Debtor of any right to use any Patent, now in existence or hereafter arising, including
without limitation those listed on Schedule IV.

“Permitted Lien” means Liens on the Collateral permitted under the Credit Agreement.

“Person” means any individual, partnership, corporation, business trust, joint stock
company, trust, unincorporated association, joint venture, governmental authority or other entity
of whatever nature.

“Pledged Collateral” means the Collateral described in Section 2(g).

“Pledged Shares” means all of the equity interests now or at any time hereafter owned
by any Debior in any other entity, including without limitation those listed in Schedule III,
together with all certificates evidencing such equity interests.

“Proceeds” means (i) all “proceeds”, as such term is defined in the Uniform Commercial
Code, and (ii) to the extent not included in such definition, (1) any and all proceeds of any
insurance, indemnity, warranty, guaranty or letter of credit payable to any Debtor from time to
time with respect to any of the Collateral, (2) all payments (in any form whatsoever) paid or
payable to any Debtor from time to time in connection with any taking of all or any part of the
Collateral by any governmental authority (or any Person acting under color of governmental
authority), (3) all judgments in favor of any Debtor in respect of the Collateral, (4) any claim of
any Debtor against third parties for past, present or future infringement or dilution of any Patent
or Patent License, Trademark or Trademark License, Copyright or Copyright License and (3) all
other amounts from time to time paid or payable or received or receivable under or in connection

with any of the Collateral.

“Supporting Obligation” means any “supporting obligation™, as such term is defined
in the Uniform Commercial Code, whether now existing or hereafter created and whether now
owned or hereafter acquired by any Debtor.

“Trademarks” means (i) all trademarks, trade names, corporate names, company names,
business names, fictitious business names, trade styles, service marks, logos and other source or
business identifiers, and the goodwill associated therewith, now existing or hereafter adopted or
acquired by any Debtor, all registrations and recordings thereof, including without limitation
those listed on Schedule 1V, and all applications in connection therewith, whether in the United
States Patent and Tradermark 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, and (ii) all
renewals thereof.

“Trademark Licenses” means any agreement, wrifien or oral, providing for the grant by
or to any Debtor of any right to use any Trademark, now in existence or hereafier arising,
including without limitation those listed on Schedule IV.

Security Agrecment in faver of RBC and NBOC6.DOC 0 TRADEMARK
REEL: 002776 FRAME: 0789



=04 11:57 From= T-g81  P.010 F-561

“Uniform Commercial Code” means the Uniform Commercial Code as in effect from
time to time in the State of New York or, if the coniext expressly refers to another jurisdiction,
the Uniform Commercial Code as in effect from time to time in such other jurisdiction.

«“Vehicles” means all cars, tucks, trailers, construction and earth moving equipment and
other vehicles covered by a certificate of title law of any state, in which any Debtor has or
hereafter acquires any right, title or interest, and all tires and other appurtenances to any of the

foregoing.

(b) Unless otherwise expressly specified herein, defined terms denoting the singular
number shall, when in the plural form, denote the plural murnber of the matter or itemn 1o which
such defined terms refer, and vice-versa. '

(c) Words of the neuter gender mean and include cormrelative words of the masculine
and ferminine gender.

(d) The Section and Schedule headings used in this Agreement are for convenience
only and shall not affect the construction or meaning of any provisions of this Agreement.

(e} Unless otherwise specified, the words “hereof”, “herein”, “hereunder” and other
similar words refer to this Agreement as a whole and not just to the Section, subsection or clause
in which they are used; and the words “this Agreement” refer to this Agreement as amended,
modified or supplemented from time to time.

(H Unless otherwise specified, references to Sections, Recitals and Schedules are
references to Sections of, and Recitals and Schedules to, this Agreement.

2. Security Interest. As security for the due and punctual payment and
performance of all of the Obligations, each Debtor hereby pledges and assigns to each Creditor,
and hereby grants to each Creditor a lien upon and a continuing security interest in, all of such
Debtor’s rights, title and interests in, to and under all personal property and fixtures of such
Debior, whether now owned or hereafter acquired and wherever located, and whether now
existing or hereafter arising or created (all such property and assets are herein collectively called
the “Collateral™), including, without limitation, the following:

(a) all Accounts of such Debtor;
(b) all Inventory of such Debtor;

(©) all Equipment of such Debtor, including, without limitation, all Vehicles of such
Debtor;

(d) all Contracts and Contract Rights of such Debior;

(e) all Instruments and Chattel Paper of such Debtor;

Security Agreement in favor of RBC and NBOCo.DOC 7 TRADEMARK
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® all Geperal Intangibles of such Debtor, including, without limitation, all
Intellectual Property of such Debtor;

() all Investment Property and other Financial Assets of such Debtor, mcluding,
without limitation, (i) the Pledged Shares, (11) all cash, instruments, securities or other property
representing a dividend or other distribution on any of the Pledged Shares, or representing a
distribution or return of capital upon or in respect of the Pledged Shares, or resulting from a split-
up, revision, reclassification or other like change of the Pledged Shares or otherwise received in
exchange therefor, (iii)} any warrants, rights or options issued to the holders of, or otherwise n
respect of, the Pledged Shares, and (iv) in the event of any consolidation or merger of any Issuer
in which such Issuer is not the surviving corporation, all shares of each class of the capital stock
of the successor corporation formed by or resulting from such consolidation or merger (provided
that nothing herein contained shall be deemed to constitute consent under, or waiver of, any
provision of any Credit Document which prohibits such consolidation or merger by any Issuer);

(h) all Leases of such Debtor;

(1) all Fixtures of such Debtor;

6} all Deposit Accounts of such Debtor;

(k) all Letter of Credit Rights of such Debtor;
(D all Commercial Tort Claims of such Debior;

(m) all Supporting Obligations that may now or at any time hereafter support the
payment or performance of any Account, General Intangible, Chattel Paper, Document,
Instrument or Invesiment Property of such Debtor;

(n) all books and records (inclading, without himitation, computer programs, tapes
and telated electronic data processing software) relating to such Debtor’s Accounts, Inventory,
Equipment, Contracts, Intellectual Property, Investment Property, Financial Assets, Deposit
Accounts, Letter of Credit Rights, Commercial Tort Claims or other assets; and

() to the extent not otherwise included, all cash and non-cash Proceeds and products
of any of the foregoing.

3. Obligations Absolute. (a) Each Debtor hereby agrees that this Agreement shall be
binding upon such Debtor, and the grant to the Creditors of security interests in the Collateral
hereunder shall be irrevocable and unconditional, irrespective of the validity. legality or
enforceability of any Credit Document or any of the Obligations, the absence of any action to
enforce the same, the waiver or consent by either Creditor with respect to any provision thereof,
the recovery of any judgment against any other Person, or any action to enforce the same or any
other similar circumstances. Each Debtor hereby waives diligence, presentment, demand of
payment, filing of claims with a court in the event of merger or bankruptcy of such Debtor, any
notice to require a proceeding first against any other Person, protest or notice with respect to any

Security Agreement in favor of RBC and NEQCE DOC 8 TRADEMARK
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[Signature pages to Security and Pledge Agreement dated as of December |§, 2003]

IN WITNESS WHEREOF, each Debtor has caused this Agreement to be duly executed
and delivered by its duly authorized officer as of the date first above wrntten.

Address for Notices to all Debtors: KIMPEX INC.
KIMPEX (U.S.A)LTD.

5355 St-Roch Street
Drummondville, Québec

Canada, J2B 6V4 .
By: MA@
Fax: (819) 474-8262 Gilles Soncy
President

Tel: (819) 472-3326
Attention: Gilles Soucy

Acknowledged and accepted:

MNATIONATL BANK OF CANADA,
as Creditor

Account Manager

ROYAL BANK ASSET BASED FINANCE,
A DIVISION OF ROYAL BANK OF CANADA,
as Creditor and as Agent

o
Title:

Security Agreement in favor of RBC and NBOC6.D0OC 32 TRADEMARK
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Schedule IV 1o
Security and Pledge Agreement

SCHEDULE QF INTELLECTUAL PROPERTY

All of the patents, trademarks, copyrights and related applications and licenses listed below
are owned by Kimpex Inc.

Patents:

Track for a vehicle (registration number D376,996 (December 31 , 1996)

Patent Applications:

Method of making snowmobile tracks (application number 08/816,705 (March 1997)

Patent Licenses:
NIL
Trademarks:

AGGRESSOR (registration number 1,969,351)

BIGHORN (registration number 1,954,337)

BIGHORN & DESIGN (registration number 1,979,201)
DRYCELL (registration number 2,258,429)

KIMPEX (registration number 2,133,615)

KIMPEX & DESIGN (registration number 2,093,982)
PRO-GOLD (registration number 2,642,622)

RHYNQ & DESIGN (registration number 2,606,504)
VANTAGE (registration number 2,229,863)

WAVESPORT & DESIGN (registration number 2,120,986)

Trademark Applications:

AIR COMBAT (registration number 76/331,904)
X-TRAIL (vegistration number 76/229,583)

Trademark Licenses:

NIL

Copyrighis:

Security Agreement in favor of RBC and NBOCG.DOC 38 ’ TRADEMARK
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NIL

Copyright Applications:

NIL

Copyright Licenses:

NIL

Security Azreement in favor of RBC and NBOCE.DOC 39
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Schedule V to
Security and Pledge Agreement

SCHEDULE OF FILING OFFICES

Kp Inc. Washington, D.C., Recorder of Deeds
Kimpex (U.S.A.) Ltd. New York State Secretary of State
Security Agreement in favor of RBC and NBOC G, DOC TR ADEM ARK
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SECURITY AND PLEDGE AGREEMENT

SECURITY AND PLEDGE AGREEMENT (this “Agreement’), dated as of
December 18, 2003, among: '

(i) KIMPEX INC., a Quebgc corperation (“Kixpex Ine."); i
Gy KIMPEX (U.8.A)LTD., a New York corporation (“Kimpex TSA™;

(iliy any other entity tha[:r may hecame a Debtor hereunder in accorddnce with Section
70 hereof (each such orher entity herein called a “New Debtor”):and

(v) NATIONAL BANK OF CANADA (the “Creditor™).

The Persons listed in claus'es (i) through (iii) above shall be collectively referred to herein
as the “Debtors™ and individually as a “Debtor”,

RECITALS:

A. Kimpex Inc. and the Creditor are entering into a Credit Agredment dated as of
December 18, 2003 (as it may be amended, restared, supplemented or otherwise modified from
time to time, the “Credit Agreemeni™), providing for extensions of crediz the Creditor 10
Kimpex Inc. in the amounts, and subject o the erms znd conditons, specified therein,

B. Kimpex Inc. will use the proceeds of loans made tu it ander the Credic Agrecment
in part to finance the operations of Kimpes USA. .

B. Kimpes USA will iitevocably and unconditionally guarantee the payment in full
when due of all of the obligations of Kimpex Inc. to the Creditor uader the §redit Agreement,
pursuant 1o a Guarantee Agreement of even date hevewith by Kimpex USA in favor af the
Creditor (as they may be amended, restated, supplemented or otherwise modified from time 10
time, the “Guarantee™). .

C. The Tiehtars are members of an affiliated group of companies that are engaged in
related businesses and are part of a common business enterprise. The Debtors will denve
quhstantial direcr and indirect benefits from the extensions of credit under the Credit Agreement.

D. The execution and delivery of this Agreernent and the grant by fhe Debtors to the
Creditor of security interests in the Collateral specified herein constitute condifions precedent to
the obligation of the Creditor to extend credit to Kimpex Inc. pursuant jo the temms and
conditions of the Credit Agreement. I

ACCORDINGLY, in consideration of the premuses and in ogder to induce the
Creditor to enter into the Credit Agresment and to extend credir 1o Kimpex Ing. thereunder, and

Fraf-vamenaVetegtiriy and pledee-US.DOC
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!
for other good and valuable consideration the receipt and sufficiency of which are hereby
acknowledged, the Debtors hersby agree wath the Creditor as follows:

L. Defined Temms. {2) The following terms have the following meajungs:

“Acconnts” means all accounts teceivable, book debts, notes, drafts, Instruments,
documents, acceptances and other forms of obligations now owned or hereafter received ot
acquired by or belonging ot owipg to any of the Debtors (including, without: limitation, under
any trade names, styles ot divisions thereof), whether arising fram (a) the salel lease, licensing,
assignment ot other disposition of goods by any of the Debtors, (b) services endered or ta be
rendered by any of the Debtors. (c) a policy of insurance issued or to be issyed by any of the
Debtors, (d) a secondary obligation incurred or to be incirred by any of the Diebtors, or (f) any
other transaction, whether or not the same involves any of the foregoing (iucluding, without
limitation, any such obligation which would be characterized as an account, general intangible.
instrument or chattel paper under the Uniform Commercial Code) and allj of the Debtors’
respective rights in, to and under all purchase orders now owned or herepfier received or
acquired by them for goods or services, and all of the Debtors’ respective rights 1o any goods
represented by any of the foregoing (including returned or repossessed goods and unpaid seller’s
rights) and all moneys due or to become due o any of the Debtors under all contracts for the sale
of goods and/or the performance of services by any of the Debiors (whether or jnot yet earned by
performance) or in connection with any other transaction, now in existence orthereafter arising,
including without limitation the right to receive the proceeds of said purghase orders and
contracts, and all supporting obligations of any kind given by any person or emﬁty with respect to
any of the foregoing.

“Chattel Paper” means any “chattel paper”, as such term is defined in the Uniform
Commercial Code, now owned or hereafer acquired by any Debtor.

“Caollateral” has the meaning specified in Section 2.

“Commercial Tort Claims” means any “commercial tort claims™jas such term is
defined in the Uniform Commercial Code, now existing and described in Sche Fule VI hersto or
hereafter arising and described in written notices delivered by any Debtor to the Creditor from
time to time. '

“Contracts” means all contracts to which any Debtor is, or may at ahy time hereafier
became, a party and all agreements and undertakings of any third parties in| favor or for the
benefit of any Debtor. :

“Contract Rights” means any right of a Debior to payment under a]Contract not yet
earned by performance and not evidenced by an Instrument or Chattel Paper, ndw in existence or
hereafter ansing (including, witheut limitation, (g) all rights of such Debior 19 receive moneys
due and to become due to it thereunder or in connection therewith, (b) all righys of such Debtor
ta damages arising out of, or for, breach or default in respect thereof and (¢} pll rghts of such
Diebtor to perform and to exeircise all remedies thereunder).

- - , TRADEMARK
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“Copyrights” means all of the following to the exient that any D
hereafter acquires any right. title or interest therein: (i) all copyrights: in a!
published or unpublished, now existing or hereafter created or acquired, 1
lirnitation those listed on Schedute TV if any,

|

tor now has or
warks, whether
cluding without

all registrations and recordings thereof, and all

applications in connection therewith, including, without limitation, registratiors, recordings and

applications in the United States Copyright Office, and (ii) all repewals thereof.’

“Copyright Liccnses” means any agresment, written or oral, nam
licensor or licenses, granting any rigbt to use any Copynght, now In exist
arising, including without limimtion those listed on Schedule IV if any-

“Credit Agrecment” has the meaning specified in Recital A.
’ |

“Credit DNocuments”™ means collectively the Credit Agreement, thy
Security Agreement, and all related instruments, documents or agresments.

“Creditor” has the meaning specified in the preamble to this Agreemen|.

“Debtor” and “Debtors” have the respective meanings specified in tha
Agresment,

“Depuosit Account” means any “deposit account”, as such term is defing
Cormmercial Code, now or at any time hereafter maintained by any Pebror, §
limitation the deposit accounts listed in Schedule VII hereto.

“Documents” means any “decuments”, as such term is defined
Comumercial Code, now owned or hereafter acquired by any Debtor. ]

“Equipment” means all ‘machinery, equipment and furniture now o
acquired by any Debtor or in which any Debtor now has or hereafter may acqu
or interest, and any and all additions, substitutions and replacements thereof,
together with all attachments, components, parts, equipment and accessones
affixed thereto, including, but not limited to, all “eguipment”, as such term!
Uniform Commercial Code.

“Event of Default” means any event that constitutes a default under 5
Credit Agreement. ‘

“Financial Asset” means any “financial asset”, as such term is defing
Coramercial Code, now owned or hereafter acquired by any Debtor.

“Fixtures” means any “fixture™, as such term is defined in the Uni
Code, now owned or hereafier acquired by any Debror.

“(General Intangibles™ means any “general intangibles”, as such tem
Uniform Commercial Code, now owned or hereafter acquired by any Debtor.

axlevam-cov-gevdrity and pledge-U5. 000
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“(Goods” means any “goods”, as such term is defined in the Uniform (
now owned or hereafrer acquired by any Debtor.

“Guarantees™ has the meaning specified in Recital B.

“Instrumaent” means any “iastrument”. as such term 13 defined
Commercial Code, now pwned or hereafier acquired by any Debior.

“Intellecinzl Property” means, collectively, Patents, Palent Licer
Trademark Licenses, Copyrights and Copynght Licenses,

“Inventory” means all inventory, wherever located, now owned ar hexy
any Debtor or in which such Debtor now has or hereafier may acquire any nig
including, without limitation, all poods and other personal property now ar h
any Debtor which are held for sale or lease or are furniched or are to be
coniract of service or which constitute raw materials, work in process or
consumed or 1o be used or consumed in such Debtor’s business, or in the prot
or shipping of the same, and 2l finished goods, including, but not limited 1o,
such term is defined in the Unmiforin Commercial Code.

“Imvestment Property” means any “investment property”, as such |

the Uniform Cammercial Code, now owned or hereafier acquired by any Debtﬁ .

“Issuer” means each issuer of Pledged Shares.
“Kimpex Ine.” has the meaning specified in the preamble to this Agres

“Kimpex U.8.A.” has the meaning specified in the preambie to this Ag

¥
“Lieases” means all leasehold interests now or at any time hereafter helq

“Letter of Credit Rights” means any Debtor’s right to payment or g
any letter of credit, whether now existing or hereafier issued, whether or not t}

demanded or is at the time entitled to dernand payment or performance,

T-681

P.O19

Commercial Code,

in the Uniform

ises.  Trademarks,

eafier acquired by
ht, Title or interest,
eafter owned by
nished under a
aterials used or
essing, packaging
all “inventory™ as

berm 15 defimed in

=

ment,

eement.

| by any Debtor.
erformance under

he beneficiary has
meluding without

limitation any “letter of credit right”, as such term is defined in the Uniform Commercial Code,

whether now existing or hereafter created and whether now owned or hereafisi
Debtor.
I

“Licenses” and “Licensing Agreements” mesns the Patent Licens;

Licenses and the Trademark Licenses.

“Lien™ has the meaning ascribed to the word “charge™ in the Credit Agj

“Material Adverse Effect” means a rmamwnal adverse effect on
operations, property or condition ({inancial or otherwise) of any Debtor, (b) ag
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to perform its obligations under this Agreement or zny other Credit Documentior (c) the validity
or enforceability (against any Debtor) of this Agreement or any other Credit Daeument, ot of amy
of the rights or remedies of the Creditor hersunder or thereunder. |

“New Debtor” has the meaning specified m the preamble to this Agreerhent.

“Obligations” means (a) all indebtedness, liabilities and obligations ofiany Debtor to the
Creditor present or future, direct or indirect, absolute or contingent under nir telating to any
Credit Document, including without limitation the obligation of Kimpex luc. 1o repay the
principal amount of all loans made 1o it under the Credit Apresment in full when doe, to pay
interest thereon at the rates and on the dates specified in the Credit Agreemept, and 10 pay the
fees specified in the Credit Agreement in full when due at the rates and on the dates specified
therein, and the Debtors’ respective obligations to indemnify the Creditor, and to pay costs and
expenses, as provided hersin or In any other Credit ‘Document, and (b) j2ll indebtedness,
liabilities and obligations of any Debtor relating to or arising out of or in cognection with any
interest rate swap, cap or collar asreement, currency exchange rate swap agreement, ireasury
instroment swap agreement, or similar arrangsment between such Debror jand the Creditor
providing for the transfer or mitigarion of interest or exchange risks either generally or under
specific contingencies. :

“Patents” means (i) all patents and patent applicanons and thg inventions and
improvements described-and claimed therein, and all patentsble invenrion. now owned or
hereafter acquired or obtained by any Debtor, (ii) all registrations and rdcordings thereof,
whether in the United States Patent and Trademark Qffice or in any similar office or agency of
the United States, any State thereof or any other country or any political subd{vision thereof, or
otherwise, including without imitation those Hated on Schedule IV, (111) all r}i:’.sue:s, divisions,

B

continuatdons, renewals, extensions and continuations-in-part of any of the :
income, royalties, damages or payments now and hereafter due and/or payal
respect 1o any of the foregoing, meluding, withont limitation, damages or pay
future infungements of any of the foregoing, (v) the right to sue for past, g
infringements of any of the foregoing throughout the world, and (vi) all righ
pursuant 10 any Patent License with respect thereto, whether such Debtor is a li
under any such Patent License, and, subject 1o the terms of such licenses, suc
for sale, sell and advertise for sale, all inventory now or hereafter owned by an
or hereafter covered by such licenses.

oregoing, (iv) all
ole under or with
ments for past or
resent and fulure
s and obligations
nensor or licensee
h right to prepare
y Debtor and now

“Patent License™ means any agreement, written or oral, providing for ;fthe arant by or to

any Debfor of any right to use any Patent, now in existence or hereafter ]
without limitation those listed ont Schedule IV.

“Permitted Lien” has the meaning ascribed to the word “charge prem
Agresment.

arising, including

ise™ in the Credit

“Person” means any individual, partnership, corporation, business

frust joinr swck

cornpany, trust, unincorporated agsociation, joint venture, povernmental authongity or other entity
H

of whatever nature.

g
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“Pledged Collateral” means the Collateral described in Section 2(x).

“Pledged Shares™ mcans all of the equity interests now or at anv timg hercafter owned
by any Debtor in any other entity, including without limitation those lised in Schedule III,
together with all certificates evidencing such equity interests.

“Proceeds™ means (1) 2ll “proceeds”, as such tenmn is defined in the Uniform Commercial
Code, and (ii) to the extent not included fv such definition, (1) any and allf proceeds of any
insurance, indemnity, warranty, guaranty or letter of credit payable 1o any Deptor from time to
time with respect to any of the Collateral, (2) all payments (in any form whatsoever) paid or
payable to any Debtor from time to time in connecton with any taking of all br any part of the
Collateral by amy governmental authority (or any Person acting under color|of governmental
authority), (3) all judgments in favor of any Debtor in respect of the Collateral (4) any claim of
any Debtor against third parties for past, present or future infringement or dilufion of any Patent
ot Patent License, Trademark or Trademark License, Copyright or Copyright Ecense and (3) all
other asnounts from time to 1ime paid or payable or received or receivable undct or in connection
with any of the Collateral

“Supporting Obligation” means any “supporting obligation™, as such term is defined
in the Uniform Commercial Code, whether now existing or hereafier created and whether now
owned or hereafter acquired by any Debtor.

“Trademarks™ means (i) all trademarks, trade names, corporate names) company names,
business names, fictitious business names, trade styles, service marks, logos and other source or
business identifiers, and the goodwill associated therewith, now existing or hﬂ;eafter adopted or
acquired by any Debror, all registrations and recordings thereof, including Without limitation
those listed on Schedule IV, and all applications in connection therewith, whefher in the United
States Patent and Trademark Office or in any similar office or agency of the {/niied States, any
State thereof or any other country or any political subdivision thereof, or othefwise, and (if) all

renewals thereof,

“Trademark Licenses™ means any agreement, wrilten or oral, providing for the grant by
or to any Debtor of any right 1o use any Trademark, now in existence or hereafter arising,
including without limitation those listed on Schedule IV.

" “Uniform Commercial Code” means the Uniform Commercial Codelas in affect from
time to time in the State of New York or, if the context expressly refers 1o angther jurisdiction,
the Uniform Commercial Code as in effect from time to time in snch other jurisgliction.

“Vehicles™ means all cars, wucks, trailers, construction and earth movi:ig equipment and
other vehicles covered by 2 certificate of title law of any state, in which afty Debtor has or
hereafter acquires any right, title or interest, and all tires and other appurtena.rﬂcas to any of the
foregoing.
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i
(b)  Unless otherwise expressly specified herein, defined terms dexoting the singular
number shall, when in the plural form, denote the plural number of the matte] or item to which
such defined 1erms rafer, and vice-versa.

(c) Words of the neuter gender mean and include correlative word of the masculine
and feminine gender.

(@  The Section and Schedule headings used in this Agresment aJ;E for convenience
only and shall not affect the construction or meaning of any provisions of this Agreement.

(e) Unless otherwise specified, the words “heveof”, “herein”, “hergunder™ and other
similar words refer to this Agreement as a whole and not just 1o the Saction, sybsection or clauss
in which they are used; and the wards “this Agreement™ refer 1o this Agreenent as amended,

modified or supplemented from time to time.

D Unless otherwise specified, references 1o Sections, Recitals dnd Schedules ars
references to Sections of, and Recitals and Schedules to, this Agreement.

2, Security Igterest, As security for the due and punctjal payment and
performance of all of the Obligations, each Debtor hereby pledges and assigps to the Creditor,
and hereby grants to the Creditor a lien upon and a continuing security intejest in, all of such
Debtor's rights, title and interests in, to and under all personal property anfl fixtures of such
Debtor, whether now owned or hereafter acquited and wherever located, Band whether now
existing or hereafter arising or created (all such property and assets are herein gollectively ealled
the “Collateral’™), including, without limitation, the following:

(@) all Accounts of such Debtor;
(b)  all Inventory of such Debior;

(&) all Equipment of such Debtor, including, without limitation, al} Vehicles of such
Debtar;

(@)  ail Contracts and Contract Righrs of such Debtor;
(¢)  all Instruments and Chattel Paper of such Debtor;

3] all General Intangibles of such Debtor, including, witholn limijtation, ail
Intellectual Property of such Debtor;

() all Investment Property and other Financial Assets of such Debtor, including,
without limitarion, (i) the Pledged Shares, (i) 2ll cash, insttumenis, securities or other property
representing a dividend or other distnbution on any of the Pledged Shares,for representing a
disfribution or return of capital upon or in respect of the Pledged Shares, or resilting from a split-
up, revision, reclassification or other like change of the Pledged Shares or othprwisa received in

exchange therefor, (iti) any warrants, richts or options issued to the holders f, or otherwise in
[

h
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respect of, the Pledged Shares, and (iv) in the event of any consolidation or merger of any Issuer
in which such Issuer is not the surviving corporation, all shares of each class of the capital stock
of the successor corporation formed by or resulting from such consolidation orjmerger (provided
that nothing hersin contained shall be desmed to constitite comsent under, pr waiver of, any
provision of any Credit Document which prohibits such consolidation or merg r by any Issuer);

() all Leases of such Debtor;

(i) all Fixtures of such Debtor;

) all Deposit Accounts of such Debror;

(%) all Letter of Credit Righis of such Debtor;

()] all Commercial Tort Claims of such Debtor;

(m) all Supporting Obligations that may now or at any tme herafter support the
payment or performance of any Account, General Intanpible, Chatiel Haper, Document,
Instnument or Investment Property of such Debtor;

(m all books and records (including, without limitation, computer programs, tapes

ounts, Inveatory,

and related electronic data processing software) relating to such Debtor’s A:F
Assets, Deposit

Equipment, Contracts, Intellectual Property, Investment Property, Financial
Accounts, Letier of Credit Rights, Commaercial Tort Claims or other assets; andi

(0) to the exient not otherwise included, all cash and non-cash Prockeds and products
of any of the foregoing.
3. Obligations Absolute. (a) Ezach Debtor hereby agrees that this Aleresment shall be

binding wpon such Debtor, and the grant to the Creditor of security interests in the Collateral
hereunder shall be irrevocable and unconditional, irrespective of the idity, legality or
enforceability of any Credit Document or any of the Obligations, the abs% of any action to
enforce the same, the waiver or consent by the Creditor with respect io any provision thereof, the
recovery of any judgment apainst any other Person, or any action to enfor::ej the same ot any
other simmlar circumstances. Each Debtor hereby waives diligence, presentment, demand of
payment, filing of claims with a court in the event of merger or bankrupicy ofisuch Debtor, any
notice 1o require a proceeding first against any other Person, protest or notice with respect to any
promiszory note or pther evidence of indebtedness secured hereby or the indebiedness evidenced
thereby and all demands whatsoever, and covenants that this Agreement will remain in full force
and effect so long as Kimpex Inc. may borrow under the Credit Agreement of any Obligations
remain unpaid.

(a) Each Debror agrees that, without notice to or further assent byl

such Debtor, the

liability of any other Person for or upon any of the Obligations may, from time
or 1'1} part, be renewed, extended. modified. accelerated, compromiszed or
Creditor, as the Creditor may deem advisable, and that any other Collateral

1o time, in whole
relansed hy the
or liens, security

|
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[Signature pages to Security and Pledge Agrecment dated as of Dccemﬁi'rer 18,2003]

F-551
lNoga

IN WITNESS WHEREOF, each Debror has caused this Agreement tojbe duly executed

and delivered by its duly authorizkd ulficer as of the date first above written.

Address for Nolices to all Debtors: KIMPEX INC.
. KIMPEX (T15.A)LTD, }

3335 5t-Foch Street

Drummondville, Qudbec

Cennda, J2B V4 e
By i ——

Fax: (819) 474-8262 Gilles Soucy T
President

Tel: (819) 477-3326
Aitention: Gilles Souey

Acknowledged and accepted:

NATIONAL BANK OF CANADA,
as Creditor

Bﬁ.wﬁ f‘"/‘/‘“

Mafco Lpmiseq.
AccounyMana.
By:

Nanis;
Title;

=xl-Va-cav-sernrity and pledge-11S_ D0OC
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Schedule IV to
Security and i}ledge Agreement

I

SCHEDULE OF INTELLECTUAL PROPERTY

All of the patents, trademarks, copyrights and related applications and licdnses listed below
arc owned by Kimpex Inc, |

Patents:

Track for a vehicle (registration number D376,996 (December 31 , 1996)

Patent Applications;
Method of making snowmebile tracks (application number 08/816,705 (Marcli 1997)

Patent jcenses:
NIL

Trademarks:

AGGRESSOR (registration number 1,969,351}

BIGHORN (registration numbey 1,954,33

BIGHORN & DESIGN (registration number 1,979,201)
DRYCELL (registration number 2,258,429)

KIMPEX (registration number 2,133,615)

KIMPEX & DESIGN (registration mumber 2,093,982)
PRO-GOLD (registration mumber 2,642,622)

RITYNO & DESIGN (registration number 2,606.504)
VANTAGE (registration mumber 2,229,863)

WAVESPORT & DESIGN (registration number 2,120,986)

I'rademark Applications:

AIR COMBAT (registration number 76/331,904)
X-TRAIT (registration number 76/229,583)

TIrademark Licenses:

NIL

CnEvriEhtg:
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NIL

3 Copyright Applications:
NIL !

Capvricht Licenses:
NIL

TRADEMARK
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Schedule V to

Security and Filedge Agreement

SCHEDULE OF FILING OFFICES

* T TName of Compdny: - O I Filing Odficer:
.K.in:;_pml Inr.‘.‘. o "Waéhin'gtml:l, D.C.,IRecurder af Daéds
Kimpex (U.8.A.) Ltd. New York Stare Secretary of Btate
{- .
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