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Name || Formerly || Execution Date || Entity Type
. limited liability
Interactive Health LLC 02/13/2004 company: DELAWARE

RECEIVING PARTY DATA

|Name: ||Comerica Bank |
|Street Address: ||500 Woodward Ave. |
|Internal Address: ||One Detroit Center, 9th Floor |
|City: ||Detroit |
|State/Country: | MICHIGAN |
[Postal Code: |l48226 |
|Entity Type: ||a Michigan banking corporation: |

PROPERTY NUMBERS Total: 26

M~

Property Type Number Word Mark %
Registration Number: 1655476 ACU-MASSAGE Al
Registration Number: 1429118 ACU - VIBE o
Registration Number: 1757606 ACUPAD §
Registration Number: 2234888 EQUALIZER :g
Registration Number: 2010595 FROM HEAD TO TOE L
Registration Number: 1395716 GET-A-WAY CHAIR
Registration Number: 2795079 HEALTHY FURNITURE
Registration Number: 2556766 HTT
Registration Number: 2570377 HTT HUMAN TOUCH TECHNOLOGY
Registration Number: 2556765 HTT HUMAN TOUCH TECHNOLOGY
Registration Number: 2361000 INTERACTIVE HEALTH
Registration Number: 2632006 PRIVATE MASSEUSE
Registration Number: 2660617 PRO-MUSCLE
Registration Number: 2250641 THE PERFECT CHAIR
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Registration Number: 2713298 THE PERFECT CHAIR
Registration Number: 2202101 THE SEATING EDGE
Registration Number: 2482574 THE ULTIMATE BACK COMPANY
Registration Number: 2673375 WARM AIR

Registration Number: 2673376 WARM AIR TECHNOLOGY
Registration Number: 2655112 ROBOTIC MASSAGE
Serial Number: 76394293 CMS

Serial Number: 76102635 EQUALIZER JET AIR
Serial Number: 78148566 IHEALTH

Serial Number: 78148559 JOY

Serial Number: 78271233 OTTOMAN

Serial Number: 78271232 OTTOMAN

CORRESPONDENCE DATA

Fax Number:

(734)930-2494

Correspondence will be sent via US Mail when the fax attempft is unsuccessful.

Email:

Correspondent Name:
Address Line 1:
Address Line 4:

asujek@bodmanlongley.com
Angela Alvarez Sujek

110 Miller, Suite 300

Ann Arbor, MICHIGAN 48104

NAME OF SUBMITTER:

Angela Alvarez Sujek
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Execution Copy

SECURITY AGREEMENT

entered into by and between Interactive Health LLC, a Delaware limited Hability company
(*Company”} and such other entitics which from time to time become parties hereto
{collectively, including the Company, the "Debtors” and individually each a “Debtor”) and
Comerica Bank, a Michigan banking corporation ("Bank™). The addresses for the Debtors and
the Bank are set forth on the signature pages.

RECITALS:
A Pursuant to that certain Interactive Health LLC Credit Agreoment dated as of

December 30, 2003 (as amended or otherwise modified from time to time, the “Credit
Agreement’), among Company and the Bank, the Bank has agreed, subject to the satisfaction of
certain terms and conditions, to extend or conhinue to extend financial accommodations to the
Company, as provided therein,

8. As a condition precedent to the making of the initial loans, issuing Letters of
Credit and creating and discounting Acceptances under the Credit Agreement, the Debtors are
vequired to execute and deliver a security agreement in the form of this Agreement.

b The Debiors have directly and indirectly benefited and will directly and indirectly
benefit from the fransactions svidenced by and contemplated in the Credit Agreement.

NOW, THEREFORE, in consideration of the premises and for other good and valuable
consideration, the adequacy, receipt and sufficiency of which are hereby acknowledged, the
parties heveto hereby agree as follows:

ARTICLEL
Definitions

Section 1.1.  Delinitions. As used in this Agreement, capitalized terms not otherwise
defined herein have the meanings provided for such terms in the Credit Agreement. References
to “Sections,” “subsections,” “Exhibits” and “Schedules” shall be to Sections, subsections,
Exhibits and Schedules, respectively, of this Agreement unless otherwise specifically provided.
Al references to statutes and regulations shall include any amendments of the same and any
successor statutes and regulations. References to particular sections of the UCC should be read
to refer also to parallel sections of the Uniform Commercial Code as enacted in each state or
other jurisdiction where any portion of the Collateral is or may be located.

The following terms have the meanings indicated below, all such definitions to be equally
applicable to the singular and plural forms of the terms defined;
Delredd 811141 8
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“Account”™ means any “account,” ag such term is defined in Article or Chapter 9 of the
LICC, now owned or hereafter acguired by a Debtor, and, in any event, shall include, without
Limitation, each of the following, whether now owned or hereafter acquired by such Debtor: (a}
all rights of the Debtor to payment for goods sold or leased or services rendered, whether or not
sarned by performance, (b) all accounts receivable of the Debtor, (¢} all rights of the Debtor to
receive any payment of money or other form of consideration, {d) all sccurity pledged, assigned
ar granted to or held by the Debtor to secure any of the forepoing, (¢) all guarantics of, or
indemnifications with respect to, any of the foregoing, and () all rights of the Debior as an
unpaid seller of goods or services, including, but not limited to, all rights of stoppage in transit,
replovin, reclamation and resale.

“Chattel Paper™ means any “chattel paper,” as such term is defined in Article or Chapter
9 of the UCC, now owned or hereatter acquired by a Debtor, and shall include electronio chattel
paper and tam&gbi chattel paper.

“Collateral™ has the meaning specified i S

| of this Agreement.

“Computer Records”™ has the meaning specified in Section 2.1{5) of this Agreement.

“Credit Agreement”™ has the meaning specified in the recitals hereto.

“Dreposit Account” shall mesn a demand, time savings, passbook or similar account
maintained with a bank but does not include Investment Property or Accounts evidenced by an
instrument. ’

“Trocument”™ means any “document,” as such term is defined in Article or Chapter 9 of
the UCC, now owned or hereafler acquired by the Debtor, including, without Hmitation, all
documents of title and all receipts covering, evidencing or representing goods now owned ar
hereatier acquived by a Debtor.

“Equipment” means any “cquipment,” as such torm is defined in Article or Chapter 9 of
the UCC, now owned or hereafler acquired by a Debtor and, in any event, shall include, without
limitation, all machinery, equipment, furniture, trade fixtures, tractors, trailers, rolling stock,
vessels, aircraft and vehicles now owned or hereafter acquired by such Debtor and any and all
additions, substitutions and replacements of any of the foregoing, wherever located, fogether
with all attachments, components, parts, equipment and accessories installed thercon or affixed
thoreto.

“fvent of Default” has the meaning specified in the Credit Agreement.

“General Intangibles”™ means any “general intangibles,”™ as such term is defined in Article
or Chapter 9 of the UCC, now owned or hereatter acquired by a Debtor and, in any event, shall
include, without limitation, each of the following, whether now owned or her eatter acquired by
such Debtor: (a) all of the Debtor’s patents, copyrights, trademarks, service marks, trade names,
trade secrels, registrations, poodwill, franchises, lcenses, permils, proprietary information,

Daufroll 511141 8
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customer lists, designs, inventions and all other intellectual property and proprietary rights,
including without limitation those described on Schedule B attached hereto and ;smnpumim
herein by reference; (b} all of the Debtor’s books, records, data, plans, manuals, computer
software, computer tapes, computer disks, computer programs, source codes, object codes and all
rights of the Debtor to retrieve data and other information from third parties; (o) all of the
Diebtor’s contract rights, commercial tort claims, partnership interests, mma’m:w%m"* interests,
joint venture interests, securities, deposit accounts, investment accounts and certificates of
deposit; (d) all rights of the Debtor to payment under chattel paper, documents, instruments and
similar ag:: eements; (e} letters of credit, letters of credit rights, supporting obligations and rights
to payment for money or funds advanced or sold of the Debtor; { £} all tax refunds and tax refund
claims of "z e Debtor; (g) all choses in action and causes of action of the Debtor {W%ss‘hw arisng
in contract, tort or otherwise and whether or not currently in litgation) and all judgments n favor
of the '§i}s;,%mw (h) all rights and claims of the Debtor under warranties and indemnities; and (1) all
rights of the Debtor under any insurance, surety or similar contract or arrangenient.

“Governmental Authority™ shall mean any nation or government, any state, provinee or
other '“snﬁtim;ﬁ subdivision thereof, any central bank (or similar monetary or regudatory authority)
thereof, any entity exercising executive, legislative, judicial, regulatory or administrative
functions of or pertaining to government, and any corporation or other entity owned or
controlled, through stock or capital ownership or otherwise, by any of the foregoing.

“Indebiedness” has the meaning asenibed to that term in the Credit Agreement,

“Ingirument” means any “instrument,” as such term is defined in Article or Chapter 9 of
the UCEC, now owned or hereafter acquired by the Debtor, and, in any event, shall include i
promissory notes, drafts, bills of exchange and trade acceptances, whether now owned or
hercafter acquirved.

bkl

“Inventory” means any “inventory,” as such term is defined in Article or Chapter 9 of the
UCC, now owned or hereafter acquired by a Debtor, and, n any event, shall include, without
Hmitation, each of the following, whether now owned or hereafter acquired by such Debtor: (1)
all goods and other personal property of the Debtor that are held for sale or lease or to be
furnished under any contract of service; (b} all raw materials, work-in-process, finished goods,
supplies and materials of the Debtor; (¢} all wrapping, packaging, advertising and shipping
materials of the Debtor; {d) all goods that have been returned to, repossessed by or stopped in
transit by the Debtor; and {e) all Documents evidencing any of the foregoing.

“Tnvestment Property” means any “investment property” as such term s defined in
Article or Chapter 9 of the UCC, now owned or hereafter acquired by a Deblor, and in any event,
a\ES&H include without limitation all shares of stock and other equity, partnership or membership
interests constituting securities, of the domestic Subsidiaries of such Debtor from time to time
owned or acquired by such Drebtor in a wy manner (ncluding, without Himitation, the Pledged
Shares), and the certificates and all dividends, cash, tnstruments, rights and other property from
fime to time received, receivable or otherwise distribuied or distributable in respect of or in
exchange for any or all of such shaves;

et
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“Loan Documents™ has the meaning specified in the Credit Agreement.

(2331 3

Permitted Liens™ has the meaning spectfied in the Credit Agreement.

“Pledged Shares™ means the shares of capital stock or other equity, partnerstup or
membership interests described on Schedule D attached hereto and incorporated herein by
reference.

“Proceeds” means any “proceeds,” as such term is defined in Article or Chapter @ of the
UCC and, in any event, shall include, but not be limited to, (a) any and all proceeds of any
insurance, nde

authority {or any Person acting, or purporting to act, for or on behall of any governmental

authority), and (¢} any and all other amounts from time to time paid or payable under or in
conttection with any of the Collateral,

¢” is defined in Section 4.9 of this Agreement.

“Soft

are” means all {1} computer programs and supporting information provided in
connection with a fransaction relating to the program, and (i) computer programs embedded in
goods and any supporting information provided in connection with a transaction relating to the
program whether or not the program is associated with the goods i such a manner that it
customarily is considered part of the goods, and whether or not, by becowing the owner of the
goods, a person acquires a right fo use the program in connection with the goods, and whether or
not the program is embedded in goods that consist solely of the medium in which the program s
cmbedded.

“Subsidiary” has the meaning specified in the Credit Agreement.

“UCC™ means the Uniform Commercial Code as in effect in the State of Michigan;
provided, that if, by applicable law, the perfection or effect of perfection or non-perfection of the
security interest created hereunder in any Collateral is govemed by the Uniform Commercial
Code as in effect on or after the date hereot in any other jurisdiction, “UCC” means the Uniform
Commercial Code as in effect in such other jurisdiction for purposes of the provisions hereof
relating to such perfection or the effect of perfection or non-perfection.

ARTICLE N
Security Interest

Seetion 2.1, Security Interest.  As collateral security for the prompt pavment and
performance in full when due of the Indebtedness (whether at stated maturnity, by acceleration or
otherwise), each Debtor hereby pledges and assigns (as collateral) to the Bank, and grants the
Rank a continuing lien on and security interest in, all of such Debtor’s right, title and interest in

Dewni 511141 6
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and to the following, whether now owned or hereafter arising or acquired and wherever located
{collectively, the ™

{a} all Accounts;

{by  all Chattel Papen;

o) all General Intangibles;

{dy all Equipment;

{ey  all Toventory;

{H) all computer records (“Computer Records”) and Software, whether relating to the
foregoing Collateral or otherwise, but in the case of such Software, subject to the
rights of any non-affiliated lcensee of software and any cash collateral, deposit

secotnt or investment account established or maintained hereunder, tncluding
without Hmitation under Section 6.3 hereof,

{g) all Investment Property;

{h} all Instruments:

{1} all Deposit Accounts;

M all Documents; and

(k3 all Proceeds, in cash or otherwise, of any of the property described in the

foregoing clauses (a) through (i) and all liens, security, rights. remedies and
claims of such Debtor with respect thereta;

srovided, however, that “Collateral” shall not include rights under or with respect to any General
[ntangible, lcense, permit or authorization to the extent any such General Intangible, lcense,
permit or authorization, hy its terms or by law, prohibits the assigrmment of, or the granting of a
seourity interest in, the rights of a grantor thereunder or which would be invalid or unenforceable
upon any such assignment or grant. The pledge and grant of a security interest in Proceeds shall
not be deemed to give the applicable Debtor any right to dispose of any of the Collateral, except
as may otherwise be permitted herein or in the Credit Agreement.

Bach Debior hereby irrevocably authorizes the Bank at any thme and from time to time
during the term hereof to file in any filing office in any UCC jurisdiction any wital financing
statements and amendments thereto that (a) indicate any or all of the Collateral upon which the
Diebtors have granted a lien, and (b) provide any other information required by Part 5 of Article 9
of the UCC, including organizational information and in the case of a {ixture filing or indicating

Collateral as as-extracted collateral or timber o be out, a sufficient deseription of real property to

LA
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which the Collateral related. Fach Debtor agrees to furmish any such information to the Bank
promptly upon reguest.

Section 2.2,  Debtors Remain Liable.  Notwithstanding anything to the contrary
contained herein, {a) the Debtors shall remain Hable under the contracts, agreements, documents
and instruments included in the Collateral to the extent set forth therein to perform all Qf its
duties and obligations thereunder to the same extent as if this Agreement had not been executed,
{(h) the exercise by the Bank of any of its nghts or remedies %‘mmmc.m‘ shall not z‘eiezﬁém, the
Debtors from any of thewr duties or ﬁhkggﬁwﬁx under the contracts, agreements, documents and
instruments included in the Collateral, and {¢) the Bank shall not have any indebtedness, hability

or obligation (by assumption or otherwise) under any of the confracts, agreements, documents
and instruments included in the Collateral by reason of this Agreement, and noue of such parties
shall be obligated to perform any of the ohligations or duties of the Debtors thercunder or to take
any action to collect or enforce any claim for payment assigned hereunder,

Section 2.3, Delivery_of Collateral. Al certificates or instruments representing or
evidencing the Pledged Shares, promptly upon a Debtor gaining any rights theremn, shall be
delivered to and held by or on behalf of the Bank pursuant hereto in suitable form for transter by
delivery, or accompanied by duly executed stock powers or instruments of wansfer or
sssignments in blank, all in form and substance reasonably satisfactory to the Bask.

ARTICLE HI
Representations and Warraniies

To induce the Bank to enter into this Agreement and the Credit Agreement, each Debtor
represents and warrants to the Bank that as of the date hereof!

Section 3.1, Title. Such Debtor is, and with respect to Collateral acquired after the
date hereof such Debtor will be, the iegﬁ and benefictal owner of the Collateral free and clear of
any lien or other encumbrance, except for the Permitted Liens and the other liens permitted under
the Credit e‘\gzwuxm:zi §mw§§u§ that, other than the lien established hereby, no Hen on the
Caollateral deseribed in clause (g) of Section 2.1 shall constitute a Permatted Lien.

Section 3.2, Financing Statements. No financing statement, security agreement or
gther len instrument covering all or any part of the Collateral is on file iy any public office with
respect to any outstanding @&f}izgamm of such Debtor except (1) as may have been filed in favor of
the Rank pursuant to this Agreerment and the other Loan Documents and (11) financing statements
filed to perfect Permitted Liens and the other liens permitted under the Credit Agreement. As of
the date hereof, except as otherwise disclosed on Schedule ¥ hereto, the Debtor does not do

business and has not done business under a trade name or any name other than its legal name set
forth at the beginning of this Agreement.

Section 3.3, Privcipal Place of Business: Registered Qreantzation, Change dn
Form or Jurisdiction. The principal place of business and chief executive office of the Debtor,
and the office where the Debtor keeps its books and records, is located at the address of the
Diebtor shown on the signature page hereto, Bach Debtor 1s duly organized and validly existing
as @ corporation {or other business organization) under the laws of ity jurisdiction of

&
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organization, as set forth on Sche
hﬁ{: 'Tﬁ &m;i i“w E‘}»:*:Hi'a'n" Em%

= and has the registration number set forth on such
ot d‘nm?u its mr;mm%e Eo m or i‘s‘.&; jurisdiction of orgamzation

Section 3.4. Location of Collateral. All Inventory {except lnventory in transit) and
Bquipment {other than vehicles) of the Debtor in the possession of the Debtor are located at the
places «}gs:czimi on Schedule A hereto (as supplemented from time to time in accordance with
the provisions hereof). If any such location is leased by the Debtor as of the date hereef, the
name and address of the landlord leasing such location is identified on Schedule A hereto, Wany
Inventory or Equipment is held by a warchouseman or bailee as of the date he »f, the name and
address of such person is identified on Schedule A hereto. As of the date hereof, all Deposit
Avcounts are located at the banks and have the account numbers specified on Schedule A
Txeept for inventory in transit, none of the Inventory or Equipment of the Debtor (other than
ailers, rolling stock, vessels, aircraft and vehicles) s evidenced by a Document {including,
without limitation, a negotiable document of title). All certificates of the Debtor representing
shares of stock of any domestic Subsidiary (including, without Hmitation, the Pledged Shares)
wi‘&% be delivered to the Bank, accompanied by d aﬂv executed stock powers or nstruments of

ransfer or assignments in blank with respect therete

Section 3.5, Perfection. Upon the filing of Uniform Commercial Code financin
statements in the jurisdictions listed on Schedule B attached hercto, and upon the Raﬂ\ s«
obtaining possession of the certificates evidencing the Pledged Shares accompanied by duly
executed stock k powers or instruments of transfer or assignments in blank, or upon the execution
and delivery of control agreements or similar documentation (with respect to any cash collateral
or deposit account established hereunder), the security interest in favor of the Bank created
herein will constitute a valid and perfected fien upon and security interest in the Collateral which
may be created and perfected under the UCC by filing financing statements or obtaining
posseasion thereof, subject to no equal or prior liens except for those Gf any) which constitute
Permitted Liens,

Skt

¥

Section 3.6, Pledved Shares.

{a} The Pledged Shares that are shares of a corporation have been duly authonized
and validly issued and are fully paid and nonassessable, and the Pledged Shares that are
membership interests or partnership units (if any) have been validly granted, under the laws of
the jurisdiction of organization of the issuers thereof, and, to the extent appl ica‘*f le, are ﬁ"&s%ﬁy paid
and nonassessable. No such membership or partnership interests constitute “securities” within
‘{h“ mem@mz 0?’ ‘f\ﬁ‘éck‘ & of the U‘C{ " &m‘i cm,h i)’whmr cov e,rajmix emé agrees mr m A§ {m aty

! :111(3 “}{:i‘}t:ﬁ@’;ﬂ&‘% crwner 0%’ m*s Lf-’Em‘h{w% Shares, free and
m Ehh ﬂn% wad

o m‘mw‘ inorto {h{: E" c& ui %hds‘cx ‘\(\m af E%u E’% “cif*wj %é Wres are xzzh \u ? m} s\..\.s,g‘z{z';-u:i:xm}
or other restrichions upon the pledge or other transfer of such Pledged Shares, other than those

a
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imposed by securities laws generally. No issuer of Pledged Shares 1s party to any agreement
granting “control” (as defined in Section 8-106 of the UCC) of such Debtor’s Pledged %?wm to
any third party. All such Pledged Shares are held by cach Debtor direetly and not through any
securities indermediary.

{c) On the date hereof, the Pledged Shares constitute the percentage of the issued and
outstanding shares of sto ,E\ puz‘is;u \mg} mm&f» or ms;m%mﬁhip interests of the issuers thereo!
mc‘éimw{% on “%LE SIS { all shares of ssxpmﬁ stock,
.‘%:sa-, and &.iihtﬁf uqmi}; mmmm Qé OF 10 dﬁ}' &@mm‘m Subsidiaries owned hy the
hed Y may from time to time be supplemented, amended or modified W

accordancs wit ski he

Section 3.7.  Intellectual Property. Schedule E is a true, accurate and complete list of
all pending or issued patents, trademurks, copyrights and other intellectual property owned or
licensed (pursuant to exclusive licenses) to or by the Debtors {as such Schedule E may ! from time
to time be supplemented, amended or modified in accordance with the terms of this Ag gresment}

ARTICLE IV
Covenants

Bach Debtor covenants and agrees with the Bank that uotil the Indebtedness has been
paid and performed in full and all commitments to lend or provide other credit accommuodations
under the Credit Agreement have been terminated:

Section 4.1.  Encumbrances. The Debtor shall not create, permit or suffer to exist, and
shall defend the Collateral against, any lien or other encumbrance (other than the lens created by
this Agreement and the Penmifted Liens and the other lens permitted under the Credit
Ag;,z eement) or any restriction upon the pledge or other transfer thereof (other than as provided in
he Credit Agreement), and shall, subject only to the Permitted Liens and the other liens
pem}med under the Credit Agreement, defend the Debtor's title to and other rights in the
Collateral and the Bank’s pledge and collateral assignment of and security interest in the
Collateral against the claims and demands of all Persons. Except o the extont perméb‘;ﬁ:{i by the
Credit Agreement or in comection with any release of Collateral under Section 7.13 hereof (but
anly to the extent of any Collateral so released), the Debtor shall do nothing to impair the rights
of the Bank in the Collateral.

RSection 4.2.  Collection of Accounts and Contracts; No Commingling  The E‘}s‘htm*
shall, in accordance with its usual business practices, endeavor to collect or cause 1o be mi‘zmﬁ
from each account debtor under its Accounts, as and when due, any snd all amounts owing und
such Accounts,

Section 4.3, Disposition of Cellateral, The Debtor shall not enter into or consummate
any transfor or other disposition of any of its assets except as permitted under Section 9.2 of the
Uredit Agreement, or otherwise with the prior written consent of the Bank.

Do §11141.8
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Section 4.4.  Further Assurances. At any time and from time fo time, upon the
request of the Bank, and at the sole e 'xpm‘m@ of the Debtor, the Debtor shall promptly execute and
deliver all such further agreements, documents and instruments and take such further action as
the Bank may reasonably deem necessary or appropriate to preserve and perfect s secunty
interest in and pledge and collateral assignment of the Collateral and carry out the provisions and
purposes of this Agreement or to enable the Bank to exercise and enforce its nights and remedies
hereunder with respect to any of the Collateral. Except as otherwise expressly permitted by the
terms of the Credit Agreement relating to disposition of assets and except {for Permutted Liens
and the other Hens permitted under the Credit Agreement, the Debtor agrees to waintain and
preserve the Bank's security interest in and pledge and collateral assignment of the Collateral
hereunder, Withouwt limiting the generality of the foregoing, the Debtor shall (a) execute and
deliver to the Rank such financing statements as the Bank may from fime to time requ ned (b
execute and deliver to the Bank (or cause to be executed and delivered) such other agreements,
documents and instruments, including without lmitation control agreements or stock powers, as
the Bank may require to perfect and maintain the validity, effectiveness and priority of the liens
intended to be created by the Loan Document. The Debtor authorizes the Bank to file one or
more financing or continuation statements, and amendments thereto, relating to all or any part of
the Collateral without the signature of the Debtor unless otherwise mw%z‘mﬁcé by law.

Section 4.5, Insurance. The Collateral pledged ‘h} such Debtor or the Debtors will be
insured with insurance coverage in such amounts and of such types as are customarily caried by
companies similar in size and nature. In the case of all such insurance ‘g}ﬁi%cie& cach such Debtor
shall designate the Bank, as mortgagee or lender loss payee and such policies shall provide that
any loss be pavable to the Bank, as mortgagee or lender loss payee, as its interesis may appear.
i*am%as , upon the request of the Bank, each such Dehtor shall deliver certificates evidencing such
policies, including all endorsements thereon and those required hereunder, to Bank: and each
such Debtor assigns to Bank, as additional security hereunder, all its rights to receive proceeds of
insurance with respect to the Collateral. All such insurance shall, by its terms, provide that the
apphicable carrier shall, prior to any cancellation before the expration date thereof, mail 30 days’
prior written notice to the Bank of such cancellation. Bach Debtor further shall provide Bank
upon request with evidence reasonably satisfactory to Bank that each such Debior is at all times
in compliance with this paragraph. Upon the occurrence and during the continuance of an Event
of Default, Bank may act as each such Debtor’s attorney-in-fact in obtaining, adjusting, settling
and compromising such insurance and endorsing any drafts. Upon Debtor’s failure to insure the
Collateral as required in this covenant, Bank may procure such insurance and its costs theretor
shall be charged to Debtor, pavable on demand, with interest at the highest rate set forth in the
Credit Agreement and added to the Indebtedness secured hereby. The disposition of proceeds
payable to such Debtor of any insurance on the Collateral (“Insurance Proceeds’™) shall be
governed by the following:

{1} provided that no Event of Default has occurred and is conbinuing
hercunder, (a) if the amount of Insurance Proceeds in respeet of any loss or casnalty does
not exceed Two Hundred Fifty Thousand Dollars ($230,000), such Debtor shall be
entitled, in the event of «%‘m}z foss or casualty, to recetve all such Insurance Proceeds and
to apply the same toward the replacement of the Collateral affected thereby or to the
purchase of other assets to be wsed in the Debtor’s business (provided that such assets

9
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shall be subjected to a first lien in favor of Bank); and (b) if the amount of lnsurance
Proceeds in respeet of any loss or casualty exceeds Two Hundred Fifty Thousand Dollars
{$250,000), such Insurance Proceeds shall be paid to and received by Bank, for release to
such Diebtor for the replacement of the Collateral affected thereby or to the purchase of
other assets to be used in the Debtor’s business {provided that such assets shall be
subjected to a first lien in favor of Bank); or, upon written request of such Diehtor
{(accompanied by reasonable supporting documentation), for such other use or purpose as
approved by the Bank, in its reasonable discretion, it being understood and agreed in
connection with any release of funds under this subparagraph (b}, that the Bank may
impose reasonable and customary conditions on the disbursement of such Insurance
Proceeds; and

{11} if an Fvent of Default has ocourred or is continuing and is not waived as
provided in the Credit Agreement, all Insurance Proceeds in respect of any loss or
casualty shall be paid to and received by the Bank, to be applied by the Bank against the
Indebtedness and/or to be held by the Bank as cash collateral for the Indebtedness, as the
Bank may direct in its sole discrebon,

Section 4.6, Bailees. If any of the Collateral is at any time in the possession or control
of any warchouseman, batlee or any of the Debtor’s agents or processors not already disclosed to
the Bank by name and address pursuant to the terms of Section 3.4, the Debtor shall notity the
Bank (and revise Schedule A to thiz Agreement to this effect), and at the request of the Bank,

tfyv such warchouseman, bailee, agent or processor of the security interest created hereunder,

acknowledgment of the same,

Section 4.7, Furnishing of Information and Inspection Rights. The Debtor will, at
any time and from time to time during regular business hours, upon reasonable advance notice
(except if any Bvent of Default has occurred and is continuing, when no prior notice shall he
required), permit the Bank, or its agents or representatives, to examine and make copies of and
abstracts from all Records, to visit the offices and properties of the Debtor for the purpose of
examining such Records, and to discuss matters relating to Debtor’s performance hereunder and
under the Credit Agreement with any of the officers, divectors, employees or independent public
accountants of the Debtor having knowledge of such matters; provided, however, that the Bank
acknowledges that, in exercising the rights and privileges conferred in this Section 4.7, it or its
agents and representatives may, from time to time, obtain knowledge of mformation, practices,
books, correspondence and records of a confidential nature and in which the Debtor has a
proprietary inferest and agrees to maintain the confidentiality of such information, practices,
books, correspondence and records in accordance with the customary practices of the Bank. The
Bank may reply to a request from any Person for information related to any Collateral referved to
in any financing statement filed to perfect the security interest and Hens established hereby, to
the extent necessary to maintain the perfection or priority of such security interests or liens, or
otherwise required under applicable law. Furthermore, the Debtor shall permit the Bank and ifs
representatives to examine, inspect and audit the Collateral and to examine, inspect and audit the
Diebtor’s books and Records to the extent provided under the Credit Agreement.

b 6%
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Section 4.8.  Corporate Changes. The Debtor shall not change its name, idenlity,
carporate structure or jurisdiction of organization in any manner that might make any {inancing
statement filed in connection with this Agreement seriously misleading within the meaning of
ection 9-506 of the UCC unless the Debtor shall have given the Bank thirty (30} days prior
written notice thereof and shall have taken all action deemed necessary by the Bank to profect its
liens and the perfection and priority thereof. The Debtor shall not change its principal place of
business, chief executive office or the place where it keeps its books and records unless it shall
have given the Bank thirty (30} days prior written notice thereof and shall have taken all action
deemed necessary by the Bank to cause its security inferest in the Collateral to be perfected with
the prionity required by this Agreement,

Seetion 4.9.  Books and Records. The Debtor shall keep accurate and complete books
and records (the "Records™) of the Collateral and the Debtor’s business and financial condition in
gecordance with the Credit Agreement.

Section 4.10. Eguipment and [oventory.

{4) The Debior shall keep the Equipment {other than vehicles) and Inventory {other
than Inventory in transit) at the locations specified on Sghedule A hereto or, upon prompt written
notice to the Bank, at such other places within the United States of America where all action
required fo perfect the Bank’s security interest in the Equipment and Inventory with the prionty
required by this Agreement shall have been taken,

(b)  The Debtor shall maintain the Equipment and Inventory in accordance with the
terms of the Credit Agreement.
Section 4.11. Notification. The Debtor shall promptly notify the Bank in writing of any
tien, encumbrance or claim (other than a Permitted Lien and the other liens permitted under the
Credit Agreement, to the extent not otherwise subject to any notice requirements under the
Credit Agreement) that has attached to or been made or asserted against any of the Collateral
upon becoming aware of the existence of such lien, encumbrance ot claim.

Section 4.12. Collection of Accounts. So long as no Event of Default has occurred and
is continuing and except as otherwise provided in this Section 4,12 and Section 6.3, the Debtor
shall have the right to collect and receive payments on the Accounts, and {o use and gxpend the
same it its operations, in each case in compliance with the terms of the Credit Agreement,

Section 4.13. Voting Riehts; Distributions, Efc,

{=) So long as ne Bvent of Default shall have oceurred and be continuing (both before
and after giving effect to any of the actions or other matters deseribed in clauses (i) or {11} of this
subparagraph):

{1} The Debtor shall be entitled to exercise any and all voting and other
consensual rights (including, without limitation, the right (0 give consents, waivers and

H
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ratifications) pertaining to any of the Pledged Shares or any part thercof] provide
however, that no vote shall be cast or consent, waiver or ratification given or a

won take
without the prior written consent of the Bank which would vielate any provision of this
Agreement or the Credit Agreement; and

o

{ii} Bxcept as otherwise provided by the Credit Agreement, the Debtor shall
be entitled to receive and retain any and all dividends, distributions and interest paud in
respect to any of the Pledged Shares.

{b} Upon the ocowrrence and during the continuance of an Event of Defaults

{1) The Bank may, withouwt notice to the Debtor, transfer or register w the
name of the Bank or any of its nominees, any or all of the Pledged Shares and the
Proceeds thereof (i cash or otherwise) held by the Bank hereunder, and the Bank or its
nomines may thereafter, after delivery of notice to the Debtor, exercise all voting and
corporate rights at any meeting of any corporation issuing any of the Pledged Shares and
any and all rights of conversion, exchange, subscription or any other rights, privileges or
options pertaining to any of the Pledged Shares as if the Bank were the absolute owner
thereof, including, without limitation, the right to exchange, at its discretion, any and all
of the Pledged Shares upon the merger, consolidation, reorganization, recapitalization or
other readjustment of any corporation issuing any of such Pledged Shaves or upon the
exercise by any such issuer or the Bank of any right, privilege or option perfaining to any
of the Pledged Shares, and in connection therewith, to deposit and deliver any and all of
the Pledged Shares with any committee, depositary, fransfer agent, vegistrar or other
designated agency upon such terms and conditions as the Bank may determine, all
without Hability except to account for property actually received by it, but the Baok shall
have no duty to exercise any of the aforesaid rights, privileges or options, and the Bank
shall not be responsible for any fatlure to do so or delay in so doing.

which it would otherwise be entifled to exercise pursuant to Subsection 4.13{a}i} and to
reccive the dividends, interest and other distributions which it would otherwise be
authorized to recetve and retain pursuant to Subscction 4.13{a)i1} shall, upon notice from
the Baok, be suspended until such Event of Default shall no longer exist, and all such
rights shall, until such Hvent of Default shall no longer exist, thereupon become vested in
the Bank which shall thereupon have the sole right to exercise such voting and other
consensual rights and thereupon have the sole right to receive, hold and dispose of as
Pledped Shares such dividends, interest and other distributions.

(Y All rights of the Debtor to exercise the voting and other consensual rights

(i) Al dividends, interest and other distributions which are received by the
Debior contrary to the provisions of this Subsection 4.13¢h) shall be received in trust for
the benefit of the Bank, shall be segregated from other funds of the Debtor and shall be
forthwith paid over to the Bank as Collateral in the same form as so received {with any
necessary endorsement),

......
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{ivi  The Debtor shall execute and deliver (or cause to be executed and
detivered) to the Bank all such proxies and other instruments as the Bank may reasonably
request for the purpose of enabling the Bank to exercise the voting and other rights which
it is entitled to exercise pursuant to this Subsection 4.13(h) and to receive the dividends,
inferest and other distributions which it is entitled to receive and retain pursuant to this
Subsection 4.13(b). The foregoing shall not in any way limit the Bank’s power and

authority granted pursuant to Section 5.1,

Section 4.14, Transfers and Other Liens: Additional Investiments. The Debtor agrees
that, {8} except with the written consent of the Bank, it will not permit any domestic Subsidiary
to issue to Debtor or any of Debtor’s other Subsidiaries any shares of stock, membership
inferests, parinership upits, notes or other securities or instruments. (inchuding without Himitation
the Pledged Shares) in addition to or in substitution for any of the Collateral, unless, concure ently
with each issuance thereof, any and all such shares of stock, membership interests, parinership
units, nofes of instruments are encumbered in favor of the Bank under this Agreement or
otherwise (it being understood and agreed that all such shares of stock, membership interests,
partnership units, notes or instruments issued to Debtor shall, without further action by Debtor or
Bank, be automatically encumbered by this Agreement as Pledged Shares) and (b) it will
promptly upon the written request of Bank following the issuance thereof (and in any event
within five (5) Business Days following such request) deliver to the Bank (i} an amendment,
duly executed by the Debtor, in substantially the form of Exhibit A hereto {an “Amendment™), in
respect of such shares of stock, membership inferests, parfnership units, notes or instruments
i:s—?m.a,-{i to Debtar or (i1} a new stock pledge, duly executed by the ‘zgguf:ah e Subsidiary, in
substantially the form of this Agreement (a “New Pledge™, in respect of such shares of stock,
mﬁmhamhip fnterests, partnership units, notes or instruments issued to any Subsidiary granting to
Bank, a first priority security interest, pledge and lien thereon, together in each case with all
umhméw notes or other instruments representing or evidencing the same. The Debtor hereby
{x} anthorizes the Bank to attach each Amemmem to this Agreement, {v) agrees that all such
shares of stock, membership interests, partnership units, notes or instruments listed in any
Amendment delivered to the Bank shall for all purposes hereunder constifute Pledged Shares,
and {z) is deemed to have made, upon the delivery of each such Amendment, the representations
and warranties contained in Sections 3.1, 3.2, 34, 3.5 and 3.6 of this Agreement with respect {o
the Collateral covered thereby.

Section 4.15. Possession; Reasonable Care. Regardless of whether a Diefault or an

Event mf Defanlt has occurred or is continuing, the Bank shall have the right to hold in s
§30 ssession all Pledged Shares pledged, assigned or transferred hereunder and from fime to time
nstituting a portion of the Collateral. The Baok may appoint one or more agents (which in no
case shall be the Debtor or an affiliate of the Debtor) to hold physical custody, for the account of
the Bank, of any or all of the Collateral. The Bank shall be deemed to have exercised reasonable
care in the custody and preservation of the Collateral in its possession if the Collateral s
accorded treatment substantially equal to that which the Bank accords its own property, it being
understeod that the Bank shall not have any responsibility for () ascertaining or taking action
with respect fo calls, conversions, exchanges, maturities, tenders or other matters relative to any
Collateral, whether or not the Bank has or is deemed to have knowledge of such matters, or (b)
taking any necessary steps to preserve rights against any parties with respect to any Collateral.

-
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Following the occurrence and continuance of an Event of Default, the Bank shall be entitled to
take possession of the Collateral in accordance with the UCC.

Section 4.16  Promissory Notes and Tangible Chattel Paper. ¥ any Debtor shall,
now or at any thne hercafter, hold or acquire any pr{mzxmw notes in a principal amount
exceeding $230,000 or tangible Chattel Paper e videnc ing an @%shmium exceeding $250,000 the
Diebtor shall forthwith endorse, assign and deliver any such promissory note to the Bank,
accompanied by such instruments of transfer or assignment duly executed in blank as the Bank
may from time to time specify and cause all such Chattel Paper to bear a legend acceptable to the
Bank indicating that the Bank has a security interest in such Chattel Paper.

Section 4,17 Blectronic & mm Paper and Transferable Records. any Debtor,
now or at any time **m-e*»zi’%ey holds ¢ m;m es an interest in any electronic Chattel Paper or any
“transferable record,” as that term 18 d fined in the federal Blectronic Signatures in Global and
National Commerce Act, or in the Uniform Blectronic Transactions Act as in effect i any
relovant jurisdiction, such Debtor shall promptly notify the Bank thereof and, at the reguest and

option of the Bank, shall take such action as the Bank may reasonably request to vest in the Bank
mmmi. under Section 9-105 of the UCC, of such electronic chattel paper or control under the
federal Flectronic Signatures in Global and National Commerce Act, or the Uniform Electronic
Transactions Act, as so in offect in such jurisdiction, of such transfersble record.

Seotion 4.18  Letter-of-Credit Rights, If any Debtor is, now or at any t‘i*‘sw E‘%e‘*ﬁzﬁ&i’t{:m a
beneficiary under a letter of credit in a face amount exceeding $400,000 such Debtor shall
promptly notify the Bank thereof and, at the request and option of the Bank, such | }mmi shall,
pursuant to an agreement in form and substance satisfactory to the Bank either (a) arrange for the
issuer and any Q{ii‘&ﬁt‘%’lii‘i‘ of such letter of credit to consent o an assignment fo the Bank of the
proceeds of the letter of credit or (b) arrange for the Bank to become the transferee beneficiary of
the letter of credit, with the Bank agreeing, in each case, that the proceeds of the letter of credit
are to be made available to Debtor as Jong as no Event of Default has occurred and 13 continuing,

Section 4.19 Commercial Tort Claims. 1 any Debtor shall, now or at any time
hereafter, hold or acquire a commercial tort claim having a value in excess of $400,000, such
Debtor shall profaptly notify the Bank in a writing signed by such Debtor of the particulars
thereof and grant to the Bank in such writing a security interest therein and in the proceeds
thereof, all upon the terms of this Agreement, with such writing to be in form and substance
satisfactory to the Bank,

Section 4.20  Intellectual Property. Hach Debtor agrees to {a) preserve and maintain
all rights to any of its registered intellectual property, and (b} ensure any and all of its registered
patents, trademarks, copyrights and tradenames remain enforceable, pr ovided howev er, such
Diebtor shall only be obfigated to actin a manner consistent with commercially reasonable
business practices, and may {ail to make payment of maintenance fees, annuities and renewals
where such Debtor determines, consistent with commercially reasonable business practives, such
intellectual property should be abandoned. Upon the occurrence and during )

the contimuance of
an Bvent of Defanlt, Bank may use such Debtor’s intellectual property without payment of
rovalties or other fees,
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Section 4.21, Future Subsidiaries / Additional Cellateral/Change in Collateral

{a) With respect to each Person which becomes a domestic Subsidiary {which, for all
purposes of this Agreement, shall include any Subsidiary which is not a “controlled foreign
corporation” under Section 956 of the Internal Revenue Code, or any successor provision)
miweﬁgtﬁmxﬁ to the date hereof, within thirty (30) days of the date such Person becomes a domestic

Subsidiary, Debtor will cause such Subsidiary to execute and deliver to the Bank a security
&gmﬁzmr&sm substantially in the form of this Agreement {or joinder agreement satisfactory to
Rank), granting to the Bank a first priority secunty inferest, mortgage and Hern encumbering all
right, title and interest of such Person fn property, rights and interests of the type included in the
definition of the Collateral, subject only to the Perm itted Liens.

{b) With respect to any registered intellectual property acquired by any Debtor or
leensed by any Debtor pursuant to an exclusive license after the date hereof, such Debtor shall
promptly disclose such inteliectual property to the Bank and shall execute or cause to be
executed, not later than thirty (30) days after such property is acquired or obtained (1) an

amendment, duly executed by the Debtor, in substantially the form of Exl ikt A hereto {an
“"} in respect of such additional collateral or (1) a new securit

agreement, duly
exeouted by the applicable Debtor, in substantially the form of this Agreement, in respect of such
additional mﬁ ateral, granting to Bank a {irst priority security interest, ﬂs.,dgﬂa, and len thereon
{subject only to the Permitted Liens), together in cach case with all certificates, notes or other
instruments representing or evidencing the same, and shall, npon Bank’s request, execute or
cause 10 be executed any financing statement or other document (including without limitation,
filings required by the U8, Patent and Trademark Office and/or the U.S. Copyright Office in
connection with any such additional collateral). The Debtor hereby (x) authorizes the Bank o
attach each Amendment to this Agreement, (v) agrees that all such additional collateral listed in
any Amendment delivered to the Bank shall for all purposes hereunder coustitute Collateral, and
(%) is deemed to have made, upon the delivery of each such Amendment, the representations and
warranties contained in Sections 3.1,.3.2.. 3.4, 3.5, 3.7 of this Agreement with respect to the
Collateral covered thereby.

{c} Debtor shall notify the Bank of any changes in the location of lnventory (other
than Inventory in transit and Inventory sold by such Debtor in accordance with Section 9.2 of the
Credit Agreement and any other Inventory which does not have a fair market value in excess of
510G m‘%{} mdividually or in the ;s,g“memﬁ“} or Equipment {other than tratlers, rolling stock,
vessels, afrerafts and vehicles and Equipment sold by such Debtor in accordance with Section 9.2
of ﬁw “redit Agreement and any other Equipment which does not have a fair market value in
excess of $100,000 individually or in the aggregate) or any of the other information required to
be provided pursuant to Sections 3.4 and 4.6 hereof, and, at Bank’s request, shall execute or
cause to be executed, an amendment to this Agreement duly executed by the Debtor inrespect of
such change and any financing statement or other document as dewmed necessary by the Bank
its sole diseretion, provi ided, that Debtor shall give the Bank at least thirty (30} days prior writien
notice of any change in the location of its primary warchouse facility {which is located, as ot the
date hereof, at 3030 Walnut Avenue, Long Beach California), and provided further, that prior to

a
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or coneurrently with any such change in the location of such Inventory or Equipment, Debtor
will have complied with the requirements {to the extent applicable} of Section 4.6 of this
Agreement and Section 8.16(b){(11} of the Credit Agreement

ARTICILE Y
Rivhis of the Bank

Section 8.1, Power of Atternmey. Fach Debtor hereby frrevocahly constitutes and
:m;mi*m the Bank and any officer or agent thereot, with full power of substitution, as ity true and
fawful attorney-in-fact with full irrevocable power and authority in the name of the Debtor or in
its own name, to take, after the occurrence and during the continuance of an Event of Default,
any and all actions, and to execute any and all dovuments and instruments which the Bank at any
‘%‘im > 'mﬁﬁ from time o time deems necessary, to accomplish the purposes of this Agreement and

without limiting the generality of the foregoing, the Debtor hereby gives the Bank the power and
1i g_jﬁzi on behalf of the Debtor and i its own name to do any of the following atter the ocourrence
and during the continuance of an Event of Default, without notice t© or the consent of the
Debtor:

{1} to demand, sue for, collect or receive, in the name of the Debtor or in it
OWR name, any money or property at any time payable or receivable on account of or in
exchange for any of the Cellateral and, in connection therewith, endorse checks, notes,
drafls, &&“m;‘?hﬂlc@:«, money orders, documents of title or any other instruments for the
pavment of money under the Collateral or any policy of insurance;

(i} to pay or discharge taxes, Hens or other encambrances levied or placed on
or threatened against the Collateral;

(it} {A) to direct account debtors and any other parties liable for any payment
under any of the Collateral to make payment of any and all monies due and to become
due thereunder divectly to the Bank or as the Bank shall divect; (B} to receive payment of
and receipt for any and all monies, claims and other amounts due and to become due at
any time in respect of or arising out of any Collateral; (C) to sign and endorse any
invoices, freight or express bills, bills of lading, storage or warchouse receipts, drafls
against d@%zm;s:s, assignments, proxies, stock powers, verifications and notices in
gonnection with scoounts and other documents z'ekatmg o the Collateral, (I to
commence and prosecute any suit, action or proceeding at law or in equity in any court of
competent jurisdiction to collect the Collateral or any part thereof and to enforce any
other right in respect of any Collateral; (B) to defend any suit, action or proceeding
brought against the Debtor with respect to any Collateral; (F} to settle, compromise or
adjust any suit, action or proceeding described above and, fn comnection therewith, to
give such discharges or releases as the Bank may deem appropriate; {G) to exchange any
of the Collateral for other properiy upon any merger, consolidation, reorganization,
recapitalization or other readjustment of the issuer thereol and, in connection there .
deposit any of the Collateral with any conumittee, depositary, transfer agent, registrar or
other designated AEEREY upon such terms as the Bank may determine; (H) to add or
release any guarantor, indorser, surety or other party to any of the Collateral; (1) to renew,

swith
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extend or otherwise change the terms and conditions of any of the Collateral; (J) to make,
settle, {:ﬁn'zm‘oz*ﬁ'zés;ﬁ* or adjust any claim under or pertaining to any of the Collateral
(including claims under any policy of insurance), and (K) to sell, transfer, pledge,
convey, make any agreement with respect to, or otherwise deal with, any of the Collateral
as fully and completely as though the Bank were the absolute owner thereof for all
purposes, and to do, at the Bank’s option and the Debtor’s expense, at any time, or from
time to time, all acts and things which the Bank deems necessary to protect, preserve,
maintain, or realize upon the Collateral and the Bank’s scourity interest therein,

This power of attorney is a power coupled with an interest and shall be irrevocable. The
Bank shall be under no duty t0 exercise or x&-*ri‘ethh@}d the exercise of any of the rights, powers,
privileges and options expressly or implicitly granted to the Bank In this Agreement, and shall
not be liable for any failure to do so or m}y {ié: ay in doing so. This power of altorney is
conferred on the Hmk solely o protect, preserve, maintain and realize upon its secunty interest
in the Collateral, The Bank shall not be responsible for any decline in the value of the Collateral,
other than a decline in value caused by Bank's witlful misconduct or gross negligence and shall
not be required to take any steps to preserve rights against prior parties or to protect, preserve or
maintain any Hen given to secure the Collateral.

Section 8.2, Sctoff. In addition to and not in Hmitation of any rights of Bank under
applicable law, the Bank shall, upon the cccurrence and continuance of an Event of Default,
without notice or demand of any kind, have the right to appropriate and apply to the payment of
the Indebtedness owing to it {whether or not then due) any and all balances, credits, deposits,
gecounts or moneys of Debtors then or thereafter on deposit with Bank.

Section 8.3, Assignment by the Bank. The Bank may at any time assign or otherwise
transfer all or any portion of its rights and obligations as Bank under this Agreement and the
m;%m Loan Documents {including, mmm limitation, the Indebtedness) to any other Person, to
the extent permitted by, and upon the conditions contained in, the Credit Agreement and such
Person shall thereupon become vested with all the benefits and obligations thereo! granted to the
Bank herein or otherwise,

Section 5.4. Performance by the Bank. If any Debtor shall fail to perform any
covenant or agreement contained in this Agreement, the Bank may {but shall not be obligated to)
perform or attempt to perform such covenant or agreement on behalf of the Debtors, in which
case Bank shall exercise good faith and make diligent efforts to give Debtors prompt prior
written notice of such performance or attempted performance. In such event, the Debtors shall,
at the request of the Bank, promptly pay any reasonable amount expended by the Bank m
connection with such performance or attempted performance to the Bank, together with intevest
thereon at the interest rate set forth in the Credit Agreement, from and including the date of such
expenditure to but excluding the date such expenditure is paid in full.  Notwithstanding the
foregoing, it is expressly agreed that the Bank shall not have any liability or responsibility for the
perfonmance (of non-performancee) of any obligation of the Debtors under this Agreement.

Section 5.8,  Certain Costs_and Expenses.  The Debtors shall pay or reimburse the

Hank within five {5) Business Days after demand for all reasonable costs and expenses
£7
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{including reasonable atforney’s and paralegal fees) incurred by it in connection with the
enforcement, attempted enforcement, or preservation of any rights or remedies under this
Agreement or any other Security Document during the existence of an Event of Default or after
acceleration of any of the Indebtedness {(including in connection with any “workout” or
restructuring regarding the Indebtedness, and including in any insolvency proceeding or
appellate proceeding). The agreements in this Section 5.5 shall survive the payment in full ofthe
indebtedness.

Section 5.6.  Indemmnification. The Debtors shall indemnify, defend and hold the Bank
and cach Benefited Party and each of their respective officers, directors, employees, counsel,
agents and attomeys-in-fact {each, an “Indemuified Person™) harmless from and against any and
all Habilities, obligations, lo damages, penalties, actions, judgments, suits, costs, charges,

NRuding reasonable attorneys” and paralegals’ fees) of any kind or

i
expenses and disbursements (in
nature whatsoever which may at any time {including at any time following repayment of the
Indebtedness and the termination, resignation or replacement of the Bank} be imposed on,
incurred by or asserted against any such Indemmnified Person in any way relating to or ansing out
of this Agreement or any other Loan Document or any document relating to or arising out of or
referred to in this Agreement or any other Security Document, or the transactions contemplated
tiereby, or any action taken or omitted by any such Indemnified Person under or in conmection
with any of the foregoing, including with respect to any investigation, litigation or proceeding
(including any bankruptey proceeding or appellate proceeding) related to or arising out of this
Agreement or the Indebtedness or the use of the proceeds thereol, whether or not any

Liabilities); provided, tha
Indemnified Person with respect to Indemmified Liabilities to the extent resulting from the gross
negligence or willful misconduct of such Indemuified Person. The agreements in this Section
3.6 shall swrvive payment of all other Indebtedness.

ARTICLE VI
Default

Section 6.1,  Rights and Remedies. If an Bvent of Defaalt shall have occurred and be
continuing, the Bank shall have the following rights and remedies:

{1} The Rank may exercise any of the rights and remedies sef forth m this
Agreement (including, without linitation, in Section 5 of this Agreement), the Credit
Agreement or by applicable law.

(it} In addition fo all other rights and remedies granted to the Bank in this
Agreement or in the Credit Agreement or by applicable law, the Bank shall have all of
the rights and remedies of a secured party under the UCC {whether or not the UCC
applies to the affected Collateral) and the Bank may also, without previous demand or
notice except as specified below, sell the Collateral or any part thereol W one or more
parcels at public or private sale, at any exchange, broker’s board or at any of the Bank’s
offices or elsewhere, for cash, on credit or for future delivery, and upon such other terms
as the Bank may, in its reasonable discretion, deem commercially reasonable or otherwise

1Y
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as may be permitted by law. Without limiting the generality of the foregoing, the Bank
may (A} without demand or notice to the Debtors {except as required under the Credit
Agreement or applicable law), collect, receive or take possession of the Collateral or any
part thereof, and for that purpose the Bank (and/or ifs agents, servicers or other
independent confractors) may enter upon any premises on which the Collateral is located
and remove the Collateral therefrom or render it inoperable, and/or (B) sell, lease or
otherwise dispose of the Collateral, or any part thereof, in one or more parcels af public
m‘ private sale or sales, at the Baok’s offices or elsewhere, for cash, on credit or for future
delivery, and upon such other terms as the Bank may, in its reasonable discretion, deem
commercially reasonable or otherwise as may be permitted by law. The Bank shall have
the right at any public sale or sales, and, to the extent permitied by applicable law, at any
private sale or sales, t© bid (which bid may be, in whole or in part, in the form of
cancellation of indebtedness) and become a purchaser of the Collateral or any part thereof
free of any right of redemption on the part of the Debtors, which right of redemption 1s
hereby expressly waived and released by the Debtors fo the exient permmtted by
applicable law, The Bank may require the Debtors to assemble the Collateral and make it
available to the Bank at any place designated by the Bank to allow Bank to take
possession or dispose of such Collateral. The Debtors agree that the Bank shall not be
obligated to give more than ten (10} Days prior written notice of the time and place of
any g&tﬁﬁg{: sale or of the time after which any private ME;.: may take place and that such
notice shall constitute reasonable notice of such matters. The Bank shall not be obligated
to make any sale of Collateral if] in the exercise of its reasonable discretion, it shall
determine not to do so, regardless of the fact that notice of sale of Collateral may have
been given.  The Bank may, without notice or publication (except as required by
applicable law), adjourn any public or private sale or cause the same to be adjour ned
from time to time by announcement at the time and place fixed for sale, and such sale
may, without further notice, be made at the time and place to which the same was so
adiourned. The Debtors shall be lable for all reasonable expenses ol retaking, holding,
preparing for sale or the like, and all reasonable attorneys” fees, legal expenses and other
costs and expenses mowred by the Bank in connection with the collection of the
Indebiedness and the enforcement of the Bank's rights under this Agreement and the
Credit Agreement. The Debtors shall, to the extent permitted by applicable law, remain
Hable for any deficiency if the proceeds of any such sale or other disposition of the
Collateral (conducted in conformity with this clause (i) and applicable law) applied to
the Indebtedness are insufficient to pay the Indebtedness in full. The Bank shall apply
the proceeds from the sale of the Collateral hereunder against the Indebtedness in such
order and manner as is provided in the Credit Agreement.

(itty  The Bank may cause any or all of the Cellateral held by it to be transferred
into the name of the Bank or the name or names of the Bank’s nominee or nominees.

{ivy  The Bank may exercise any and all syhiﬁu and remedies of the Debtors
under or in respect of the € “ollateral, inclu ding, without hmifation, any and all ¢
the Debtors to demand or otherwise require payment of any amount under, or
performance of any g‘}rm'i&‘km of any of the Collateral and any and all voting rights and
corporate powers in respect of the Collateral.
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(v}  On any sale of the Collateral, the Bank is hereby authorized to comply
with any limitation or restriction with which compliance is necessary (based on a
reasoned opinion of the Bank’s counsel) in order to avoid any violation of applicable law
or in order to obtain any required approval of the purchaser or purchasers by any
applicable Governmental Authornity.

{vi}  The Bank may direct account debtors and any other parties liable for any
payment under any of the Collateral to make payment of any and all monies due and to
become due thereunder directly to the Bank or as the Bank shall direct.

(vif)  For purposes of enabling the Bank fo exercige its rights and remedies
under this on 6.1 and enabling the Bank and its successors and assigns to enjoy the
fill benefits of the Collateral, the Debtors hereby grant to the Bank an irvevocable,
nonexclusive license {muus@‘ﬁe without payment of royalty or other compensation to
the Debtors) to use, assign, license or mnim&,me any of the ‘f\'mnf«u or Records or
Software (including in such license reasonable access to all media in which any of the
licensed items may be recorded or stored and all computer programs used for the
completion or printout thereof), exercisable upon ﬂm occurrence and during the
continuance of an Fvent of Default {and thereafter if Bank succeeds to any of the
Collateral pursuant to an enforcement proceeding or voluntary arrangement with Debtor),
except as may be prohibited by any licensing agreement relating to wm:h Computer
Records or Software. This Heense shall also inure to the benefit of all successors,
assigns, transferees of and purchasers from the Bank.

Section 6.2, Private Sales.

{a} In view of the fact that applicable securities laws may Impose certain restrictions
on the method by which a sale of the Pledged Shares may be effected after an Event of Default,
Debtors agree that upon the occurrence and during the continuance of an Event of Default, Bank
may from time to time attempt o sell all or any part of the Pledged Shares by a private sale in the
nature of a private placoment, restricting the bidders and !}r{}%ppmw purchasers to those who
will represent and agree that they are "acer edmd investors” within the meaning of Regulation D
‘é}ﬂ‘mu?“&i@é pursuant to the Securities Act of 1933, as amended {the “Securities Act”), and are
purchasing for investment only and not for &i Mnbmmn In so doing, Bank may solicit offers for
the Pledged Shares, or any part thereof, from a limited number of investors who nw%;'&. he
interested in purchasing the Pledged Shares. Without limiting the methods or manne - oof
disposition which could be determined to be commercially reasonable, if Bank hires a )ﬁ‘zm‘i of
regional or national reputation that is engaged in the business of rendering investment barking
and brokerage services to solicit such offers and facilitate the sale of the Pledged Shares, then
Bank’s acceptance of the highest offer (including its own offer) obtained ‘i‘t’zmﬂfz 1 such efforts of
quch fum shall be deemed to be a commercially reasonable method of disposition of such
Pledged Shares. The Bank shall not be under any obligation to delay a sale of any of the Pledged
Sh ares for the period of time necessary (o pormit the issuer of such securities to register such
securities under the %mvn of any jurisdiction outside the United States, under the Securities Act or
amﬁv: any applicable state securities laws, even if such issuer would agree to do so.

24
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(&) The Debtors further agree to do or cause to be done, to the extent that the Debtors
may do so under applicable law, all such other reasonable acts and things as may be necessary to
make such sales or resales of any portion or all of the Collateral valid and binding and in
compliance with any and all zwgﬁif'*a?ﬁ@ laws, regulations, orders, writs, mjunctions, decrees or
awards of any and all courts, arbitrators or governmental instrumentalities, domestic or foreign,
having jurisdiction over any mmﬁz sale or sales, all at the Debtors” expense.

Section 6.3, Establishment of Cash Collateral Account: and Lock Box.

{a} Upon the occurrence and during the continuance of an Event of Default, promptly
upon demand by the Bank, there shall be established by each Debtor with Bank a segregated
non-interest bearing cash collateral account ("Cash Coll am&i Account™) bearing a designation
clearly indicating im& the funds deposited therein are held for the benefit of the Bank; provided,
however, that the Cash Collateral Account may be an interest-bearing account with a commercial
bank if determined by the Bank, in its reasonable discretion, to be practicable, invested by Bank
in its sole discretion, but without t any liability for losses or the failure to achieve any particular
rate of return, Furtherntore, in connection with the establishment of a Cash Collateral Account
under the first sentence of this Section 6.3 (and on the terms and within the time periods
provided thereunder), {E} each Debtor agrees to establish and maintain (and Bank may establish
and maintain) at Debtor’s sole expense a United States Post Office lock box (the “Lock Hax™), w
which Bank shall have mdmm: access and control. Bach Debtor expressly authorizes Bank,
from time to fime, to remove the cont :ems from the Lock Box for disposition in accordance with
this Agreement; and (it} each Debtor shall notify all account debtors that all §*s2§¥“§§’1e§'}*§.§; made to
Debtor {a) other than by electronic tunds transter, shall be remitted, for the credit of Debtor, o
the Lock Box, and Debtor shall include a like statement on all invoices, and (i) by electronic
funds tranafer, shall be remitted to the Cash Collateral Account, and Debtor shall include a like
statement on all invoices. Fach Debior agrees to execute all documents and auvthorizations as
reasonably required by the Bank to establish and maintain the Lock Box and the Cash Collateral
Account. Tt is acknowledged by the parties hereto that any lockbox presently maintained or
subsequently established by a Debtor with Bank may be used, subject to the terms hereot, to
satisfy the requirements set forth in the first sentence of this Section 6.3

{b} Upon the occurrence and during the continuance of an Event of Default, promptly
upon demand by the Bank, any and all cash (including amounts received by electronic funds
transfer), checks, drafts and other instruments for the payment of money received by each Debtor
at any time, in full or partial payment of any of the Collateral consisting of Accounts or
Inventory, shall forthwith upon receipt be transmitted and delivered fo Bank, properly endorsed,
where required, so that such items may be collected by Bank. Any such amounts and other dtems
received by a Debtor shall not be commingled with any other of such Debtor’s funds or property,
but will be held separate and apart from such Debtor’s own funds or property, and upon express
trust for the benefit of Bank until delivery is made to Bank. All itoms or amounts which are
remitted to a Lock Box or otherwise delivered by or for the benefit of a Deblor to Bank on
account of partial or full payment of, or any other amount payable with respect to, any of the
Collateral shall, at Bank’s option, to any of the Indebtedness, whether then due or not, in the
arder and manner set forth in the Credit Agreement. No Debtor shall have any right whatsoever
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to withdraw any funds so deposited. Each Debtor further grants to Bank a first secunity interest in

and lien on all funds on deposit in such account. Each Debtor hereby trrevocably authorizes and

directs Bank to endorse all items received for deposit to the Cash {“sﬁiamz‘a* Account,

notwithstanding the inclusion on any such item of a restrictive notation, e.g., “paid n full”,
“halance of acoount™, or other restrichion.

6.4 Default Under Credit Aereement. Subject fo any applicable notice and cure
provisions contained in the Credit Agreement, the ocowrrence of any Event of Default (a5 defined
in the Credit Agreement), nu‘%m%mp without limif a breach of any of the provisions of this
Agreement, shall be deemed fo be an Event of Default under this Agreement,

ARTHCLE VH
Biscellapeous

Section 7.1, Ne Waiver: Cumulative Remedies, No failure on the part of the Bank fo
exercise and no delay in exercising, and no course of dealing with vespect to, any rvight, power or
orivilege under this Agreement shall operate as a waiver thereof, nor shall any mzs.‘gmis:t or partial
exercise of any right, power or privilege under this Agreement preclude any other or further

“exercise thereof or the exercise of any other right, power, or privilege. The rights and remedies
provided for in this Agreement are cumulative and not exclusive of any rights and remedies
grovided by law.

Section 7.2,  Successors and Assigns. This Agreement shall be binding upon and mnure
to the benefit of the Debtor and the Bank and their respective heirs, successors and assigns,
except that no Debtor may assign any of its rights or obligations under this Agreement without
the prior written consent of the Bank.

Section 7.3, AMENDMENT: ENTIRE AGREEMENT. THIS AGREEMENT, THE
CREDIT AGREEMENT AN D THE OTHER LOAN DOCUMENTS REFERRED TO HEREIN
EMBODY THE FINAL, ENTIRE AGREEMENT AMONG THE PARTIES HERETO AND
SUPERSEDES  ANY  AND  ALL  PRIOR  COMMITMENTS, AGREEMENTS,
REPRESENTATIONS ANT} UNDERSTANDINGS, WHETHER WRITTEN OR ORAL,
RELATING TO THE SURJECT MATTER HEREOF AND MAY NOT BE CONTRADICTEL
OR VARIED BY BVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT
ORAL AGREEMENTS OR DISCUSSIONS O 'E"HF PARTIES HERETQ, THERE ARE NO
UNWRITTEN ORAL AGREEMENTS AMONG THE PARTIES HERETO. The provisions of
this Agreement may be amended or waived only by an instrument in writing signed by the
parties hereto,

Section 7.4.  Notices. All notices, requests, consents, approvals, waivers and other
cormmunications hereunder shall be in writing (including, by facsimile transmission) and mailed,
faxed or delivered to the address or facsimile number specified for notices on signatire pages
hereto: or, as directed to the Debtor or the Bank, o such other address or number as shall be
designated by such party in a written notice to the other. All such notices, requests and
communications shall, when sent by overnight delivery, or faxed, be effective when delivered for

overnight (next business day) delivery, or transmitted in legible form by facsimile machine,
22
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respectively, or if mailed, upon the third Business Day (as defined in the Credit Agreement) after
the date deposited into the U.S. mail certified or registered (return receipt requested), or if
otherwise delivered, upon delivery; except that notices to the Bank shall not be effective until
actually recelved by the Bank.

Section 7.5, "}{}“&,’FR‘\Q?N{“ LAW:  SUBMISSION  TO  JURISDICTION,;
SERVICE OF PROCESS. (a) THIS AGREEMENT SHALL BE GOVERNED BY, AND
CONSTRUED IN A{%,A.{‘.,ﬂ‘%{i}‘.ix}\CL \KHET& THE INTERNAL LAWS OF THE STATE OF
MICHIGAN,

{9} ANY LEGAL ACTION OR PROCEEDING WITH RESPECT TO THIS
AGREBEMENT OR ANY OTHER SECURITY DOCUMENT MAY BE BRS 1T IN THE
COURTS OF THE STATE OF MICHIGAN OR OF THE UNITED STATES FOR THE
EASTERN mii‘;ﬁé‘i{ﬁ&} OF MICHIGAN, AND BY EXECUTION AND DEL i\!g* Y OF THIS
AGREEMENT, EACH OF THE DEBTORS AND THE BANK CONSENTS, FOR ITSELF
AND IN RESPECT OF ITS PROPERTY, TO THE NON-EXCLUSIVE JURISDICTION OF
THOSE COURTS. FACH OF THE DEBTORS AND THE BANK IRREVOCABLY WAIVES
ANY O/l TON, INCLUDING ANY OBJECTION TO THE LAYING OF VENUE OR
BASED ON THE (’?R(‘ﬁ“\l DS OF FORUM NON CONVENIENS, WHICH T MAY NOW OR
HERFAFTHR HAVE TO THE BRINGING OF ANY ACTION OR PROCEEDRMNG IN SUCH
JURISDHCTION IN RE SPECT OF THIS AGREEMENT OR ANY SECURITY DOCUMENT.

Section 7.6, Headings. The headings, captions, and arangements used in this
Agreement are for convenience only and shall not affect the interpretation of this Agreement.

Seetion 7.7.  Survival of Representations and Warrantics. All representations and
warrantios made in this Agreement or in any certificate delivered pursuant hereto shall survive
the execution and delivery of this Agreement, and no investigation by the Bank shall affect the
representations and warranties or the right of the Bank to rely upon them.

Section 7.8. Counterparts. This Agreement may be executed in any number of
counterparts, cach of which shall be deemed an original, but all of which together shall constitute
one and the same instroment.

Section 7.9, Waiver of Bond. In the event the Bank secks to take possession of any or
all of the Collateral by judicial process, each Debtor hereby irrevocably waives any bonds and
any surety or security relating thereto that may be required by applicable law as an mcident to
such possession, and waives any demand for possession prior to the commencement of any such
suif or action.

Section 7.10. Severability. Any provision of this Agreement which ts determined by a
court of competent jurisdiction to he prohibited or unenforceable in any junisdiction shall, as to
such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without
invalidating the remaining provisions of this Agreement, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in
any other jurisdiction.
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Section 7.11. Construction. Each Debtor and the Bank acknowledge that each of them
has had the benefit of legal counsel of is own choice and has been alforded an opportunity o
review this Agreement with its legal counsel and that this Agreement shall be construed as if
jointly drafted by the Debtors and the Bank.

Section 712, Termination. If all of the Indebtedness {other than contingent liabilities
pursuant to any indemnity, including without Hmitation Sections 5.5 and 5.6 hereof, for claims
which have not been asserted, or which have not vet acerued) shall have been indefeasibly paid
and performed in full {in cash) and all commitments to extend credit or other credit
accommodations under the Credit Agreement have been terminated, the Bank shall, upon the
written request of the Debtors, execute and debiver to the Debtors a proper instrument or
instruments acknowledging the release and termination of the security interests created by this
Agreement, and shall duly assign and deliver to the Debtors (without recourse and without any
representation or warranty} such of the Collateral as may be in the possession of the Bank and
has not previcusty been sold or otherwise applied pursuant to this Agreement,

Seetion 7.13  Release of Collateral. The Bank shall, upon the written request of the

Debtors, execute and deliver to the Debtors a proper instrument or instruments acknowledgmg

the release of the security interest and Hens established hereby on any Collateral {other than the
Pledged Shares): {a) if the sale or other disposition of such Collateral Is permitied under the
terms of the Credit Agreement o, (b} if the sale or other dis ‘ig‘lﬂ*&ﬁi‘i(}ﬂ of such Collateral 1s not
permitted under the tenus of the Credit Agreement, provided that the Bank has consented to such
\adin or disposition in accordance with the terms t.%‘h,i gof,

Seetion 7,14, WAIVER OF JURY TRIAL EACH DEBTOR AND THE BANK
WAIVES TS RIGHTS TO A 'i"R%M BY JURY OF ANY CLAIM OR CAUSE OF ACTION
BASED UPON OR ARISING OQUT OF OR RELATED TO THIS AGREEMENT, THE OTHER
LOAN DOCUMENTS, OR T Hi‘ TRANSACTIONS CONTEMPLATED HEREBY OR
THERERY, IN ANY ACTION, PROCEEDING OR {HH}*}{ LITIGATION OF ANY TYPE
BROUGHT BY EITHER SUCH PARTY AGAINST THE OTHER, WHETHER WITH
RESPECT TO CONTRACT CLAIMS, TORT CLAIMS, OR OTHERWISE. EACH DEBTOR
AND THE BANK AGREE THAT ANY SUCH CLAIM OR CAUSE OF ACTION SHALL BE
TRIED BY A COURT TRIAL WITHOUT A JURY. WITHOUT LIMITING THE
FOREBEGOING, BACH SUCH PARTY FURTHER AGREES THAT ITS RIGHT TO A TRIAL
BY JURY I8 WAIVED BY OPERATION OF THIS SECTION AS TGO AN\{ ACTION,
COUNTERCLAIM OR OTHER PROCEEDING WHICH SEEKS, IN WHOLE ORIN PART,
TO CHALLENGE THE VALIDITY OR ENFORCEABILITY OF THIS A(, LEEMENT OR
THE OTHER LOAN DOCUMENTS OR ANY PROVISION HEREOF OR THEREOQF. THIS
WAIVER SHALL APPLY TO ANY SUBSHQUENT AMENDMENTS, RENEWALS,
SUPPLEMENTS OR MODIFICATIONS TG THIS AGREEMENT,

Section 718, Consistent Application. The rights and duties created by tuy Agreement
shall, in all cases, be interpreted consistently with, and shall be in ac igii&‘%m to (and not in liew of),
the rights and duties created by the Credit Agreement and the other Loan Agreements. In the

Syodeesit BT 4% o
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event that any provision of this Agreement shall be inconsistent with any provision of the Credit
Agreement, such provision of the Credit Agreement shall govern,

Section 7.16. Coutinuing Lien. The security interest granted under this Security
Agreement shall be a continuing security interest in every respect (whether or not the outstanding
halance of the Indebtedness is from time to time temporarily reduced to zero) and Bank's
security interest in the Collateral as granted herein shall continue in full force and effect for the
entire duration that the Credit Agreement remains in effect and until all of the Indebtedness are
repaid and discharged in full, and no commitment {whether optional or obligatory) to extend any
credit under the Credit Agreement remains outstanding.

$ & % %
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as of

the day and year first writfen above.

INTERACTIVE HEALTH LLC

- ﬂj} -~ i .«..ww"‘w\w
o T2

Name: Thomas Diragotto

Title:  Chuef Finaneial Qfficer and
Secretary

Address for Notiges:

3030 Walnut Avenue

Long Beach, CA 90807

Fax No.: (8623 718-7614

Telephone No.: (§62) 426-8700

Attention: Chief Financial Officer .

COMERICA BANK

By

Name:

Title:

Address for Notices:

One Detroit Center, 9% Floor
300 Woodward Avenue
Detroit, Michigan 48226

Fax No. 313/222-6198
Telephone No. 313/222-5182
Attentiore Darvl Krause

SIBNATURE PAGE TO SECURITY AGREEMENT
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agr eement as of

the day and vear first written above.

SIGNATU

REBTORS:

INTERACTIVE HEALTH LLC

By:

Names

Title:

Address for Motices:

Fax Noo{ 3}

Telephone No. ()

Attenfion:

COMERICA BANK

By ﬂ,géxzﬁ %{imﬁ

Name:

Title: MARG L ARANS

Address for Notices: ASSUTHATE

One Detroit Centé - Y B i\\§ ‘§
300 Woodward Avent
Detroit, Michigan 48226
Fax No.o 3153/222-619%
Telephone No.: 313/222.5182
Attention: Daryl Krause

(A.R Y AGREEMENT
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SCHEDULE A

SECURITY AGREEMENT

Locations of Equipment and Inventory
{includine leased locationg) in the Pogssession of Debior or Any Ballee/ Warehouseman

Locations of Inventory

CORFPORATHE HEADQUARTERS:
AG30 Walnut Avenue
Long Beach, CA 80807

NORTH CAROLINA SHOWROOM:
222 South Main Street, Space 1-5355
High Point, North Carolina 27260

COACH WEST
1150 East Sepulveda Boulevard
Carson, CA B0745

Deposit Accounts

BANK ACCOUNT NAME

WELLS FARGO - SWEEPF ACCOUNTY

WELLS FARGO GENERAL ACCOUNT

WELLS FARGO MERUHANT ACCOUNT

COMERICA - GENERAL ACCOUNT

ACCOUNT #
4000057737
4000087737
4945004556

FRS1-847993

CSHHE) 4000
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SCHEDULEB
TO
SECURITY AGREEMENT

Jurisdictions for Filing
UOC-1 Financme Statements

Delaware

ST DO
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SCHEDULE C
TO
SECURITY AGREEMENT

Debtor Junsdiction of Oreamzation

Drelaware

ST ADOY

TRADEMARK
REEL: 002800 FRAME: 0457



SCHEDBULE D
TO
SECURITY AGREEMENTY

Pledped Shares®

1000 Shares of Common Stock in Interactive Health Finance Corp., constituting 100%
ownership Interactive Health LLC,

* Mlodify headings to the extont peeessary to identify menharship interosty, parinership units, notes o other instraments,

i
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SCHEMILE E
TG
SECURITY AGREEMENT
INTELLECTUAL PROPERTY

ITEM AL TRADEMAREKS

Reoistered Trademarks

Country Traden Registration No. Debtar

United States Acu-Massage 1655476 Intoractive Health LLC

United States Acu-Vibe 1420118 Interactive Henlth LLC

United States 17587606

Agupad

Interactive Health LILO

Unitted States

Egualizer

2234888

Inderactive Health LLO

United States

From Head To Tos

2010595

Interactive Health LLC

United States

Get-A-Way Chaw

1395716

Interactive Health LLC

United States Healthy Furmiture 2795074 fateractive Health LLC

Canada HTT STE309 Interactive Health LLC

Huropean HTT
Community

1556786 Interactive Health LLC

Japan HIT 4447799 interactive Health LLC

United States HTT 2556766 Interactive Health LLO

HTT Human Touch
Technology

Canada §78449 Interactive Health LLO

Japan HTT Human Touch | 4447801

o1 Interactive Health LLC
Technology
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United States

HTT Human Touch
Technology

2570377

Interactive Health LLC

Canada

HTT Human Touch

"i echnology
(stvhized) and design

378417

Interactive Health LIC

Japan

HTT Human Touch
1 gchnology
{stvlized} and design

4447800

Interactive Health LLC

United States

HTT Human Touch
Technology
{stvlized) and design

Interactive Health LLC

Huropean
Community

Internctive Health

S61720

Intevactive Mealth LLC

Japan

Interactive Health

4310245

Interactive Health LLC

United States

Inferactive Health

2361000

Interactive Health LLC

Linited States

Private Masseuse

2632006

Interactive Health LLC

United States

Pro-Muscle

2060617

Interactive Health LLC

United States

The Perfect Chair

2250641

Interactive Health LLC

Urnated States

The Perfect Charr

2713298

Interactive Health LLC

United States

The Seating BEdge

2202101

Interactive Health LLC

United States

The Ultimate Back

Company

2482574

Interactive Health LILC

Japan

Warm Ay

4636738

Interactive Health LLC

China

Warm Aur

Interactive Health LLC

United States

Warm Aar

Interactive Mealth LILOC

Buropean

Warm Aar

2317600

Iiteractive Health LLO
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Community

Technology

Japan

Warm Adr
Technology

Interactive Health LLC

China

Warm A
Technology

Interactive Health LLO

United States

Warm Alr
Technology

N

Intersotive Health LLC

st

Uinited States

Robotic Massage

2655112

S

oo

o
A

Interactive Health LILC

Pendine Trademark Applications

Country

Regtstration No.

Diebtor

United States

T6/364203

Inderactive Health LLC

United States

Bqualizer Jet Avr

76102635

Interactive Health LLO

Buropean
Conumunty

Technology

HTT Human Touch

1556885

fnteractive Health 1LLC

Buropean
Community

Technolopy
B3

HTT Human Touch

{stylizad}) and design

15506828

interactive Health LLC

United States

Thealth

TR/T4R366

Interactive Health LLC

Canada

Loy

13806

Interactive Health LLC

Buropean
Commuity

3285781

Interactive Health LIC

United States

T8/148559

Interactive Health LIC

United States

Ottoman

T8/ATI233

Interachive Health LLC

hnited States

and design

Ottoman (stylized)

TRIZTIAZZ

Interactive Health LLC

Lot

SEEALATO0
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ITEM B. PA

Issued Patends

TENTS (including lefters patent and applications for letters patent):

Country

Patent

Patent Mo,

tssue Date

Diebtor

Lintted States

Hand-Held

Vibratory Massager

RQ25042

/2011999

Interactive Health LLC

United States

Finger Massage
Apparatus

5601529

99T

Interactive Mealth LLC

United States

Hand-Held
Massager

383849

9/16/1067

Interactive Health LLC

United States

Reclining Chair
With Guide Rail
System

S967609

16/19/1999

Interactive Health LLC

United States

Reclining Chasr
With Guide Rail

6012774

o,
g

L

112000

foteractive Health LLC

United States

Finger Massage
Apparatus

13397224

8/ 18/1998

Interactive Health LLC

United States

Foot Massager

13367931

096

Tnteractive Mealth LLO

¥
1

United States

Hand-Held
Massager

D36064S

72501995

Interactive Health LLC

United States

Hand-Held
Vibrator

D350396

Q/6/1994

Interactive Health LLC

Uinited States

Hand-Held
Massager

12342139

12/7/1993

Interactive Health LLC

United States

Hand-Held
Massager

D342138

L2/741993

Interactive Health LLC

i)

RERRE IR RE O

TRADEMARK

REEL: 002800 FRAME: 0462




United States

Hand-Held [RRR

Massager

467 i2

/19492

Interactive Health LLOC

United States

Foot Massager

330256

HH13/1992

Interactive Health LLC

United States

Hand-Held

Massager

13320292

Q/8/1992

Internctive Health LLC

United States

Hand-Held
Massager

329291

BIR/1992

Interaciive Health LLOC

Pendiny Patend Apphications

Patent

File Date

Diehtor

Furopean

improved
Massaging Device
For Chairs

B0952596.5

B/ 2000

Interactive Health LLC

United States

hnproved
Massaging Device
For Chairs

097632315

B/472000

5

Intevactive Mealth LLC

Patent Cooperation Treaty

fproved
Massaging Device
For Chairs

USOV/5G798

10/19/2604

Interactive Mealth LLC

United States

Improved
Massaging Deovice
For Chairs

10/045995

1972001

Interactive Health LLC

United States

Warm Alr
Massager

OU/8R0411

6/1 172001

Interactive Health LLC

United Srates

Warm Adr Foot
Massager

1O/072332

200572002

Interactive Health LLC

United States

Char With
Extendable
Footrest

60/472443

S/21/2003

interactive Health LLC

United States

intensity Control
For Massage

HV46R348

F0O6/2003

Iteractive Health LLC

&

51148 DOC
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Dievices

United States Adr Controlled /705412 TH10200% 1 Interactive Health LLO
Massage System

5

Untied States Adr Controlled Mailed Toteractive Health LLC
Massage 01/02/2604
Mechanism

ITEM €L PATENT LICENSES

Dristribution Agreoment between Datto-Ostm Health Care Apphances (Stghon) Co., Lid, and Interactive
Health LLC, dated August 24, 2000, together with related amendments, grants to Interactive Health LLC
from Daito-Qsim Health Care Appliances 3 non-exclusive and non-royalty bearing hcense to sell, offer
to sell, import and export products within the defined territory under all patents owned or licensed by
Drito-Osim Health Care Apphiances related to the specified products.

e
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SCHEDULEF
ASSUMED NAMES

Interactive Health LLC

HWE, Inc.

New HWE Inc.

Interactive Health Global, Inc.
{nteractive Health

Interactive Health, Inc,

Refer al

Internctive Health Finance Corp.

so to Attachment 1 Corporate Structure Chart (before 8/22/2003)

ST 4D0C
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Atfachment 1 to Schedule F

HMoward Staniey Wollman Matt Wollman fark Wollman
and Maxine Bernie
Wollman 1888 Family Trust
42 8% 0% 2%
njeractive Health Matt Wollman Hans Dehd Bobart Taylor

Gilobal, Ing.

%

0otk

100%

1R0%

Mew HWE, Inc.

35.83%

Matt 4. Wallman,
Corg,

S4.87%

Hans 4. Debhli, Com.

ERT Holding Co.

inferactive Haalth LLC

STEL AN
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EXHIBIT A
O
SECURITY AGREEMENT

FORM OF AMENDMENT

This Amendment, dated . 20 s delivered pursuant to Section

[4.14/4.16/4.217 of the Security Agrecment reforred to below. The undersigned hereby agrees
that this Amendment may be attached to the Security Agreement dated as of February 13, 2004,
between the undersigned and Comeriea Bank (the “Security Agreement™), and {that the shares of
stock, membership interests, partnership units, notes or other mstruments listed on Schedule D1/
{that the intellectual property Hsted on Schedule B/ that the collaterad locations listed on Schedule
Al snnexed hereto ghall be and become part of the Collaterdd referred to in the Security
Agreement and shall secure pavment and performance of all Indebtedness as provided n the
Security Agreement.

Capitalized terms used herein but not defined herein shall have the meanings therefor
provided in the Security Agreement.

INTERACTIVE HEALTH L4C

By
Namaey
Title:

COMERICA BANK

By
Mame:
Title:

Pafolt ST1HH41 8
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