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[ Chmenca

Security Agreement

As of % for value received, the undersigned ¢"Debtor™) pledges, assighs and grants to Comeriea Bank ("Bank“),
whose adfiress’ 15 39200 Six_ Mile Road, Livonia, M1, 48152, Attention: Commercial Loan Documentation, Mail Code 7578, a
continuing secur ity Interest and Lien (any pledge, assigament, security interest or ather lien arising hereunder 1s
sometimes referred to herein as a security tnterest') in the Coflateral (as defined betow) to secure payment when due,
whether by stated maturity, demard, acceieration or otherwise, of all existing and futtre indebtadness {"Indebtedness") to
the Bank of Ferndale Laboratories, Ing. A Michigan forporation  (“Borrewer™} and/or Debtor. Indebtedness includes Without
limit any ard all obligations or liabilities of the Borrower endfor Debtor to the Bank, whether absolute or contingent,
direct or ndirect, wvoluntary or inveluntary, liguidated or unliquidated, joint or several, known or unknown; any and ali
obligations or Lliabilites for which the Borrower and/or Debtor would otherwise be liable to the Bank were it not for the
invalidity or unenforceability of them by reasen of any benkruptcy, nsolvency or other law, or for any other reascn; any
and atl amendments, modifications, renewals andfor extensions of any of the above; all costs 1ncurred by Bank 1n
establishing, determining, continuing, or defending the validity or priority of its security interest, or in RUrCSUING 1ts
rights and remedies under this Agresment or undar any other agreement between Bank and Borrouer angfor Oebtor or in
connection with any proceeding involving Bamk as a result of any financial accormodation te Borrower andfor Debtor; and all
other costs of collecting Indebtedness, including without Limit attorneys fees. Debtor agrees to pay Bank all such costs
incurred by the Bank, immediately upon demand, and unt?l perd all costs shall bear interest at the highest per anhum rate
applicable to any of the Indebtedness, but net 1n excess of the meximam rate permitted by law. Any reference in this
Agreement to attorneys fees shall be desmed a reference to ressonable fees, costs, and expenses of both In-house and outside
counsel and paralegals, whether imside or outside counsel 1s used, whether or not a suit or action is instituted, and to
court costs if a suit or action 1s tnstituted, and whether attorneys fees or court costs are incurred at the trial court
level, on appeal, 1in a banrkruptoy, admimistrative or probate praceeding or otherwise. Debror further covenants. agrees.
represents and warrants as follows:

1. Colleteral shall mean afl personal property of Debtor sncluding, without limitation, all of the following property
Debtor now or later owne or has an intarest 1n, wherever located:

“ all Accounts Receivable (for purpases of this Agreement, “Accounts Recelvable" comsists of all aceounts, general
intangibles, chattel paper (including without Limit electronic chattsl paper and tangible chattel paper).contract
rights, deposit accounts. documents, instruments and rights to payment evidenced by chattel paper, documents or
instruments, health care 1nsurance receivsbles, commercial tort claims, letters of credit, letter of credir
rights, supporting obligations, and rights to payment for money or funds advanced or sold),

" all inventory,
" all Equipment and Fixtures,

atl Software (for purposes of this Agreement “Software™ consists of all (1) computer programs and supporting
information provided 1n connection with & transaction relating to the program, and {ii) computer programs embedded
1n goods and any supporting information pravided 1n connection with a transaction relating to the program whether
or net the program 1s associated with the goods in such a manner that it customarily 18 econsidered part of the
goeds, and whether or not, by becomng the owner of the goods, a person acquires a right to use the program n
connection wWwith the goods, and whether or not the program 1s embedded 1n goods that comsist solely of the medium
1m which the program 15 embadded)

" all 1nvestment property (including, without limit, securities, securities entitlements, and finencial assets),

- specific items listed below andfor on attached Schedule A, if any, 1sfare ailso 1ncluded in Collateral:

" all goods, nstruments, (inctuding, wWitheut Limit, promissory notes), documents (including, without limit,
negotiable documents), policies and certificates of nsurance, deposit accounts, and money or ather propefty
{except real property which 1s not s fixture) which are now or later 1n possession of Bank, of as to which Bank
now or lster controls possession by documents or otherwise and

" all additiens, attachments, accessions, parts, repiacements, substitutions, renewais, interest, dividends,
distributiens, rights of any kind (including but not limited to stock splits, stock rights, voting and
prefarential rights), products, and proceeds of or pertaining to the above including, without Limit, cash or other
property which were proceeds and are recovered by a bankruptey trustee or otherwise as a preferential transfer by
Debtar,

In the definition of Collateral, a reference to a type of collateral shall not be limited by a separ ate reference to a
more ¢pecific or narrower type of that collateral.

2. Warranties, Covenents and Agreemsnts. Debtor warrants, covenants and agrees as follows:

2.1 Debter shall furmsh to Bank, 1n form and at intervals as Bank may raguast, any information Bank may reasanably
request and allow Bank te examine, 1nspect, ard copy any of Debtor’s books and records. Oebtor shall, at the
request of Bank, mark its records and the Collateral to clearly tndicate the sesurity interest of Bank under this
Agreement..

2.2 At the time any Collateral becemes, of 1s represented to be, subject to a security interest 1n favor of Bank, i
Debtor shall be deemed to have warranted that: ¢a) Debtor 15 the {awful owner of the Collaterel and has the right
and authority te subject it to a security interest granted to Bank; (b) none of the Collaterel 1s subject to any
security interest other than that in faver of Bank; (c) there are no fimancing atatemerts on file, other then 1n
favor of Bank; (d) no person, other than Bank, has possesion or control (as defined in the Unifarm Commercial
Lede) of any Collateral of such nature that perfecticn of a security interest may be accomplished by control; ard
{e) Debtor acquired its rights 1n the Collateral 1n the ordinary course of its business.

2.3 Debtor will keep the Collateral fres st at! times from all clawms, Liens, security interests and encumbrances
other than those in favor of Bank. Debter Will not, without the prior written consent of Bank, sell . transfer or
lease, or permit to be sold, transferred or \easad, any or all of the Collateral, except (where Inventory ts
pledged as follateral) for inventory in the ordinary course of 1ts bustmass and Will not return any tnventory to
its supptier, Bank or Tts representatives may at all reasomable times nspect the Collateral and may enter upon
all premises where the Collateral 1s kept or might be located.

2.4 Debtor will do all acts and will execute or cause to be executed all writings requested by Bank to establish,
maintain and contimue an exclusive, perfected and first secur ty interest of Bank in the Collateral. Debtor
agrees that Bank has no obliigation te acquire or perfect any Lien on or security interest 1n any asset(s), whether
realty or perschalty, to secure payment of the Indebtedness, and Debtor is not relying upon assets 1n which the
Bank may have a lien of security interest for payment of the indebtedness. :

25 Debtor will pay within the time thet they can be paid without 1mterest or peralty all taxes, assessments and
similar charges which at any time are or mey became a lien, charge, or encumbrance upon any Collareral, except to
the extent contested in good faith and bonded in a marner satisfactory to Bank. If Debtor fails to pay any of
these taxes, assessments, or other charges In the time provided above, Bank has the option (but not the
obligationy to do so amd Debtor agrees to repay all amounts so expended by Bank tmmediately upon demand, together
with interest at the highest lawful default rate which could be charged by Bank on any :ndebtedness.
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2.6

2.7

2.8

2.9

2.1

2.12

2,13

Debtor will keep the Collateral 1m good condition and will protect 1t from loss, damage, or detericration from any
cause. Debtor has and will maintain at all times (a) With respect to the Coliateral, ineurance wunder un "ell
risk" policy against fire and other risks custemarily insured against, and {b) public liability insurance ans
other 1nsurance as .may be requred by law or reasonably required by Bank, all of which 1nsurance shall ke 1n
amount, form and content, and writien by companies as may be satisfactory te Bank, containing a lender's loss
payable endorsement acceptable to Bank. Debtor witl delivar to Bank immediiately upon demand evidence satisfactory
to Bank that the required thsurance has been procured. If Debtor fails to maintain satisfactory insurance, Bank
has the option (but not the obligationd toc do so and Debtor agrees to repay ali amounts so expended by Bank
immediately upon demand, together with interest at the highest lawful default rate which could ke charged by Bank
oh any Indebtedness,

On each occasion on which Debtor evidences to Bank the account balences on and the nature and extent of the
Accounts Recetvable, Debter shall be deemed to have werranted that except as otherwise indicated: (a) each of
those Rccounts Receivable 1s valid and enforcesble Yithout performance by Debtor of any act; (b) each of those
account balances- are in fact owrng: (¢} there are no setoffs, recoupments, credits, contra accounts, counterclaims
or defenses against any of those Accounts Recervable; (d) as to any Accounts Receiveble represented by a note,
trade acceptance, draft or other instrument or by any chattel paper or document, the same have been endorsed
and/or delivered by Debtor to Bark; (e) Debtor has not recetved with respect to any Account Recetvable, any
notice of the death of the related account debtar, nor of the dissolution, ligquidation, termnation of existence,

insolvency, business failure, appointment of a recelver for, assigmnment for the benefit of creditors by. or filing
of a petitien in bankruptey by or against, the account debtor; and (f) as to each Account Recelvable, except ag
msy e expressly permitted by Bank to the cantrary 1 anather document, the account debtor 18 not an affiiliate of
Debtor, the United States of America op any department, agsncy or instrumentality of it, or g citizen or resident

of  eny Jurisdictisn ocutside of the United States. Debtor will do all acts and will execute all Writings requested
by Bank to perform, enforce performance of, and collect all Accounts Receivable. Debtar shall neither make nhor
permt any modificatiom, compromise or substitution for any Account Receivable without the prior written consent
of Bank. Bank mey et any time and from time to time ver ify Accounts Recervable direcktly with account debtors or
by other methods acceptable to Bank without notifying Debtor. Debtor agrees, at Bank's request, to arrange or
cobperate with Bank in arranging for verificatton of Accounts Receiveble

Debtor at all times shakt ke 1n strict compliance with all applicable laws, including without Limt any Laws,
ordinances, directives, orders, statutes, or regulations an object of which 1s to regulate or improve health,
safety, or the environment ¢“Envirommental Laws™).

If Bank, acting 1n its sole discretion, redelivers Callateral to Debtor or Debtor's designee for the purpose of
(a) the ultimate sale or exchange thersof; or (b) presentation, colkection, renewal, or registraticn of trarsfer
thereof; or (c) loading, unloading, stortng, shipping, transshipping, menufacturing, processing or otherwise
dealing with it preliminary to sale or exchange; such redelivery shall be in trust for the berefit of Bank and
shall not constitute a release of Bank's security nterest fn it or 1n the proceeds or products of 7t unless Bank
specifically 8o agrees 1n writing. If Debtor requests any such redelivery, Debtor will deliver with such request
a duly executed financing ‘statement in form and substance satisfactory to Bank. Any proceeds of Colisteral comng
into Debtor!s possession as a result of any such redelivery shall ke held 1n trust for Bank and immediatety
delivered to Bank for application on the Indebtendess. Bank may (in its sole discretion) deliver eny or all of
the Collzteral to Debtor, and such delivery by Bank shall discharge 8ank from all liability or responsibilty for
such Collateral. Bank, at its option, mey require delivery of any Cellateral to Bank at any time with such
endorsements or asstgnments of the Collateral as Bank may request.

At any time and without notice, 8ank may, as to Collateral other than Equipment, Fixtures or Lnventory: {a) cause
any or all of such Collateral to be transferred to its name or to the hame of its naminees; (b) receive or collect
by Gtegal proceedings or otherwise all dividends, interest, principal payments and other sums and all other
distributions at any vime paysble or receivable on account of such Collateral, and hold the seme as Collaterat, ar
apply the same to the Indebtedness, the manner and distribution of the application to be 1n the sale discretion of
Bank; (c) enter nto any extensien, subordination, recrganization, deposit, metger or consolidation agreement or
any other agreement relating to or affecting such. Cellateral, and deposit or surrender control of such Col laterat,
and accept other praperty 1n exchange for such Collateral and hold or apply the property or money so received
pursuant to this Agreement; and (d) take such actions In its cwn name or 1n Debtor's hame as Bark, in its sole
discretion, deems necessary or appropriate to establish exclusive control (as defined 1n the Uniform Commercial
Code) over any Collateral of such nature that perfection of -the Bank's security interest may be accomplished by
control.

Bank may asstgn any of the indebtedness and deliver any or all of the Collateral to its assignee, who then shall
have with respect to Collateral sc delivered all the rights and powers of Bank under this Agreement, and after
that Bank shall be fully discharged from all Liability and responsibility with respect to Collateral so dalivered.

Debtor delivers this Agreement based solely on Debtor's tndependent 1nvestigation of (or decision not to
investigate) the financial cendition of Eorrower and 18 not relying on any informatien furnished by Bank. Debtor
assumes  full responsibility fer ebtaiming any further information concerning the Berrower's financial condition,
the status of the Indebtedness or any other matter which the undersigned may deem necessary or appropriate noW or
later. Debtor waives any duty on the part of Bank, and agrees that Debtor & not relying upon nor expecting Bank
to disclose to Debtor any fsct now or later known by Bank, whether relating to the eperations or condition of
Borrower, the existence, liasbilities ar financial condition of any guarantor of the indebtendess, the occurrence
of any default with respect to the Indebtedness, or otherwise, notwithstanding any effect such fact may have upon
Debtor's rigk or Debter's rights against Borrower. Debtor knowingly accepts the full range of risk encompassed tn
this Agresment, which risk includes without Limit the possibility that Berrower may 1ncwr indebtednese to Bank
after the financial condition of Borrower. or Borrower's ability to pay debts es they mature, has deteriorated.

Debtor shall defend. 1ndemnify and hotd harmiess Bank, its employees agents, sharchelders, affiliates, officers,
and directars from and against any and ait clamms, damages, fines, expenses, liabiiites or rouses of actian of
whatever kind, 1ncluding without Llimit consultant fees, legal expenses, and attorneys fees, suffered by any of
them as a direct or indireet result of any actual or asserted violation of any law, 1ncluding, without limit,
Environmental Laws, or of any remediation relating te any property required by any law tncluding without Limit
Environmental Laws, INCLUDING ANY CLAIMS, DAMAGES, FINES, EXPENSES, {JABILITIES CR CAUSES OF ACTION OF WHATEVER
KIND RESULTING FROM BANK'S OWN NEGLIGENCE, except and to the extent {but cnly to the extent) caused by Bank's
gress negligence or wilful misconduct.

3. Ccotlection of Proceeds.

31

bebtor agrees to collect and enforce payment of all Coltateral until Bank shall direct Debtor to the contrary.
Inmediately upon notice to Debter by Bank snd at all times after that, Debtor agrees te fully and promptly
cooperate and assist Bank 1n the collection and enforcement of all Collateral and te hold in trust for Bank all
payments received 1in connection with Collateral and from the sale, Lease or other disposition of any Cetlateral,
all rights by way of suretyship or guaranty and all rights 1n the nature of a lien or security Interest which
Oebtor now or later has regarding Collateral, immediately upon and after such notice, Debtor agrees to {z}
endorse to Bank ard immediately deliver to Bapk all payments received on Collateral or from the sale, lease or
ather disposition of any Collateral or arising from any other rights or interests of Debtor n the Col lateral in
the form received by Dbebtor witheut commingiing with any other funds, and (b} 1mmediately deliver to Bank all
preperty in Debtor's possession or later coming intc Dehbtor’s possession through enforcement of Debtor's rights or
Interests in the Collateral  Debtor irrevocably suthorizes Bank or any Bank empioyee or agent to endorse the name
of Debtor upon any checks or other items which are received 1n payment for any €ollateral, and to do any znd all
things necessary in order to reduce these 1tems to money. Bank shall have no duty as to the collection or
protection of Cellateral or the proceeds of it, nor as to the preservation of any related rights, beyond the use
of reesonable care in the custody and preservation of Cotlateral in the possession of Bank., Debtor agreeg to teke
all steps necessary to preserve rights against prior parties with respect to the Collateral . Nothing 1n this
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Section 3.1 shall be deemed a consent by Bank to any sale, lease o other disposition of any Collaterat,

- 32 Debter agrees that immediately upon Bank's request (whether or not any Event of Default exists) the indebtedness
shall be on a "remittance basis" in accordance with the following. [n cornection therewith, Debtor shatl at its
sole expense establish and maintain (and Bank, at Bank's optien, may establish and maintain at Debtor's expense):

{a} A United States Post Office lock box (the "Lock Box™), to which Bank shall have exclusive access and
wontrot . Debtor expressly authorizes Bank, from time to time, to remove contents from the Lock Box, for
dispesition 1n accordance with this Agreement. Debtor agrees to notify all account debtors and other
parties obligated to Debtor that all payments made to Dabtor {ather than paymants by electromic furds
transfer) shall be ramtted, for the credit of Debter, to the Lock Box, and Debtor shall include a like
statement on all invoices; and

(b} A non-interest beartng deposit account with Bamk which shali be titled as designated by Benk (the *Cash
Collateral Account®) to which Bank shall have exelusive access snd contral.  Debtor agrees to aotify all
account debtors and other parties obligated to Debtar that all payments made to Debtor by eiectronte funds
transfer shall be remitted to the Cash Collaterat Account, and Debtor, at Bank's request. shall 1nciude a
like statement on all invoices. Debtor shall execute all documents and authorizations as required by Bank
to establish and maintain the Lock Box and the Tash Collateral Account.

5.3 ALl items or amsunis which are remttted To the Lock Box, to the Cash Collateral Account, or otherwise delivered by
or for the benefit of Debtor to Bank on account of partisl or full payment of, or with respect te, any Collateral
shall, at Bank's option, (a) be applied to the payment of the Indebtedness, whether then due or not, in such order
or at such time of applicetion as Bank may determine in its sole digeretion, or, (b) be deposited to the Cash
Collateral Account. Debtor agraes that Bank shall not be tiable for any loss or damage which Debtor may suffer ss
a result of Bank’s processing of Ttems or its exercise of any ather rights or remedies under this Agreement,
ineluding without limitation indirect, special or consequential damages, loss of revenues or profits, or eny
clawm, demand or ection by any third party arising out of or 1n connection with the precessing of items or the
exercise of any other rights or remedies under thss Agreement, Debtor agrees to indemnify and hold Bank harmless
from and against all such third party ctawmms, demands or actions, and all related expenses or liabilities,
including, without limitation, attorney's fees and INCLUDING CLAIMS, DAMAGES, FIMNES, EXPENSES, LIABILITIES OR
CAUSES OF ACTION OF WHATEVER KIND RESULTING FROM BANK'S OWN NEGLIGENCE except to the extent (but only to the
extent) caused by Bank's gross negligence or willful misconduct.

4. Defaults, Enforcement and Application of Proceeds.

4.1 Upoen the occurrence of any of the following events (each an “Event of Befauit™) . Debter shall be 1n default under
this Agreement:

(2} Any failure to pay the Indebtedness or any other indebtedness when due, or such portion of 1t as may be due,
by acceleration ar otherwise; or

(k) Any failure or neglect to comply with, or breach of or default under, any term of this Agreement, or any
other agreement or commitment ketween Borrower Debtor, or any guarantor of any of the indebtedness
("Guarantor!) and Bank; or

{c» Any warranty, representaticn, financial statement, of other information made, given or furnished to Bamk by
or on behalf of Borrower, Debtor, or any Guarantor shall be, or shall prove to have been, false or
msterially misleading when made, given, or furnished; or

(d)  Any loss, theft, substantial damage or destrucrion to or of any Collateral, or the issuance or fiting of any
attachment, levy, garnishment or the commencement of sny proceeding 1n connoction with ary Collzteral oi of
any other judictal progcess of, upon or 1in respect of Borrower, Debtor, any Guarantor, or any Collateral; or

{e) Sale or other disposition by Borrower, Debter, o any Guarantar of any substantial pertion of its assets or
property or voluntary suspensicn of the trshsaction of businass by Borrower, Debtor, or any Suarantor, or
death, dissolution, termnation of existence, merger, consalidation, 1nsalvency, business faiture, or
essignment for the bemefit of sreditors of or by Sorrawer, Debtor, or amy Guaranter; or cemmencement of any
proceedings urder any state or federsl bankruptcy or insolvency laws or laws for the relief of debtors by or
aganet Borrower, Debtor, of any Guarantor; or the appointment of a receiver, trustee, court appointee,
sequestrator or otherwise for all or any part of the property of Borrower. Debter, or any Guaranter; or

(f) Bank deems the margin of Collateral insufficient or itself insecure, in good faith believing that the
prospect of payment of the Indebtedness or performance of this Agreement 1s mpaired or shall fear
deterioration, removal, or waste of Collaveral; or

(g)  An event of default shall occur under any tnstrument, agreement or other document evidencing, securing or
otherwise relating to any of the Indsbtedness.

4.2 Upon the occurrence of any Event of Default, Bank mey at its discretion and without prior notice to Debtor declare
any or all of the Indebtedness to be immediately due and payable, and shall have and may exer¢ise any rtght or
remedy availoble te it including. without Limitation, any one or more of the following rights and remedies:

(3) Exercise all the rights and remedies upon default, 1n foreclosure and otherwise, available to secured
parties under the provisicns of the Uniform Commercial Code and other applicable Law;

thy institute legel proceedings to foreclose upon the lien and security interest granted by this Agreement. to
recover judgment for all amounts then due and owing as indebtedness, and to collect the same out of any
Collateral or the proceeds of any sale of t;

(c} Institute legal proceedings for the sale, under the judgment or decree of any cowt of compatent
turtsdiction, of any or alt Collaterat; andfor

(d) Personmally or by agents, attorneys, or appointment of a receiver, enter uUpon any premises where Collateral
may then be located, and take passession of all or any of it andfor render it unusable; and without being
responsible for loss or damage to such Collateral, hold, cperate, seli, lease, or dispose of all or any
Cotlateral at one or more publie or private sales, leasings or other dispositions, at places and times and
o terms and conditions as Bank may deem fit, without any previous demand or advertisement; and except as
provided in this Agreement, sall notice of sale, ilease or other dispesition, and advertisement and other
notice or demand, any right ¢r equity of redemption, and any obligatian of a prospective purchaser or
lessee to inguire as te the powsr and authority of Bank to sell. Lease, or otherwise dispose of the
Collateral or as to the application by Bank of the proceeds of sale or otherwise, which would otherwise be
required by, or available to Debtor under applicable law are expressly waived by Debtor to the fullest
extent permitted.

At any sale pursuant te this Section 4,2, whether under the power of sale, by virtue of judicial proceedings
or otherwise, it shall not be necessary for Bank or a public officer under order of a court to have present
physical or constructive possession of Collateral to be sold., The recitals contained tn any conveyances and
recelpts made and grven by Bank or the public officer to any purchaser at any sale made pursuant to this
Agreement shall, to the extent permitted by spplicable law, conclusively establish the truth and accuracy of
the matters stated (including, without Limit, as to the amounts of the principal of and 1nterest on the
Idfebtedness, the accrual and nonpayment of it and advertisement and condust of the sale); and att
prerequisites to the sale shall be presumed to have been sansffed_and performeq. uUpcn any sate of any
Coilateral, the receipt of the officer making the sale under judicial proceedings or of Bank shall be
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suffictent discharge to the purchaser for the purchase money, and the pur ehaser shail not be obligated to
see to the application of the money. Any sale of any Collateral under this Agreement shail be 3 perpetual
bar against Debtor with respect to that Collateral, AT ahy sale or other disposition of the Col{ateral
pursuant to this Section 4.2, Bank disctaims all warranties which would otherwtse be given under the Uniform
Commereisl Code, 1ncluding without limit & disclaimer of any warranty relating to title, possesion, quiet
enjoyment or the like, and Bank may communicate these disclaimers to a purchaser at such disposition. This
disclawmer of warranties will not render the sale commercially unreasanable

4.3  Debtor shall at the request of Bank, notify the account debtors or obligors of Bank's security interest in the
Colleteral and diract payment of 1t to Bark. Bank may, itself, upan the cceurrente of any Event of Dafault so
notify and direct any account debtor or obligor. At the request of Bank, whether or mot an Event of Defaukt shall
have occutred, bebtor shall 1mmediately take such sctions as the Bank shall request to establish exclusive control
(as defined in the Uniform Commercial Cade) by Benk over any Collateral which 18 of such a nature that perfection
of 8 security interest may be accomplished by control.

b by Tr_le proceeds of ahy sale or other dispositien of Collateral author1zed by this Agreement shall be applied by Bank
first upen all expenses authorized by the uniform Commerciat Code ard aill reasonable attorney fees and legal
expenses 1ncurred by Bank; the balance of the proceeds of the sale or other disposition shall be applied in the
payment  of the indebtedness, first to tnterest, then to principal, then to remaining Indebtedness and the surplus,
if any, shell be paid over to Debtor or to such other person{s) as may be entitled te it under applicable law.
Debtor shall remain liable fer- any deficiency, which it shalt pay to Bank imuediately upon demand. Debtor agrees
that Bark shall be under no obligation to accept any noncash preceeds in connection with any sate or diszposition
of Collateral unless fajlure to do so would be commercially unreasonable, 1 Bank agrees in 1ts scle discretion
te accept noncash proceeds (unless the failure to do 56 weuld be conmercially unreasenable) Bank may ascribe any
commerciatly ressonable value to such proceeds. Without limting the foregoing, Bank may apply any discount
factor in determining the present value of proceeds to be received in the future or may elect to apply proceeds to
be received in the future only as and when such proceeds are actually received in cash by Bank .

4.5 MNothing in this Agreement 1s intended, nor shall it be construed, to preclude Bank from pursuing any other remedy
provided by law or 1n equity for the coliecticn of the Indebtedness or for the recovery of any other sum to which
Bank may be entitled for the breach of this Agreement by Debtor. Wothing tn this Agreement shall reduce or
release in  any way sny rights or security interests of Bank contained 1n any existing agreement betwsen Borrower,
Debter, or any Guarantor and 3ank,

4.6 Ko waiver of default or consent to any act by Debtor shall be effective uniess 1n writing and signed by an
authorized officer of Bank. No waiver of any default or forbearance an the part of Bank 1n enforeing any of its
rights under this Agreement shall operate as a wawver of ary other default or of the same default on a future
occasion or of any rights.

4.7 Debtor (@) Irrevecably appoints Hank or any sgent of Bank {which appointment 13 coupled with an interest) the true
and lawful attorney of Debtor (with full Fower of substitution} in the name, place and stead of, and at the
expense of, Debtor and (b) authorizes Bank or any agent of Bank, 1n its own name, at Debtor's expense, to do any
of the following, as Sank, in its sole discretion. deems appropriate: :

(i) to demsnd. recetve, sue for, and give receipts or acquittances for any moneys due or to become due on any
Collateral and to endorse any jtem representing any payment on or proceeds of the Collateral;

(if) to execute and file in the name of and on behalf of Debtor all financing statements or other filings deemed
necessary of desirable by Bank to evidence, perfect, or continue the security 1nterests granted in this
Agreement; and )

(111 to do and perform any act on behalf of Debtor permitted or required under this Agreement.,

4.8 Upon the occurrence of an Event of Default, Debtor also agrees, upen request of Bank, to assembie the Cellaterat
and make it available to Bank at any place designated by Bank which 1s reasonably convenient to Bank and Debtor.

49 The followmng shall be the basis for any finder of fact's determinstion of the value of any Collazteral which 1s
the subject matter of a disposition giving tise te o caleulstion of any surpius or deficiency under Seetion
9.615¢f) of the uniform Commercial fode {as in effect on or after July 1, 2001} {a) The Gollatsral which is the
subject matter ¢ the disposition shall be valued 1n an Yas 18" condition as of the date of the disposition,
Witholut any assumption 6r expectation that such Collateral will be tepaired or 1mproved 1n any manner; (b} the
valuation shall be hased upon an assumption that the transferee of such Collateral desires a resale of the
Collateral for ecash promptly (but no later than 39 days) following the disposition; (c) all reasonable closing
costs customarily berne by the seller 1n commercial sales transactions relating to property similar te such
Collateral shall be deducted tneluding, without Limitstien, brokerage commissions, tax prorations, attorney's
fees, whether 1nside or ocutside counsel 1s used, and marketing costs; (d) the value of the Collateral which is the
subject wmatter of the disposftion shall be further discounted to account for any estimated holding costs
assoclated with mawntaining such Collateral pending sale (to the extent not accounted for in {c) above}, and other
maintenance, operatioral and ownership expenses; and (e} any expart opinion testimony given or considered 1n
connection with a determination of the value of such Collateral must be given by persons having at least 5 years
eAperience 1n appraising property similar to the Collaterst and whe have cenducted and prepared a complete written
eppraisal of such collateral taking inte conmsideration the factors set forth above. The "valua" of any such
Collateral shell be a factor in determining the amount of proceads which would have been realized in a disposition
t6 a transferee other than a sscured party, 2 person related to a secured party or a secondary obligor under
Section 9.615(f) of the uniform Commerical Code,

5. Miscellaneoys.

5.1 Until Bank i3 edvised in Writing by Debter to the contrary, all notices, 7equests and demands required under this
Agreement or by law shall be given to, or made upcn, Debtor at the fellowing address:
780 Wast Eight Mile Road
STREET ADDRESS
Ferndale MI 48220-2522 Oakland
CITY STATE ZIP COpE COUNTFY

5.2 Debtor will give Bank not less than 90 days prior written notice of alt contemplated changes 1n Debtor's name,
lecation, chief executive office, princrpal place of business, and/or lecatisn of any collateral, but the giving
of this notice shall not cure any Event of Default caused by this change.

5.3 Bank assumes no duty of performance ar other responsibility under any contracts contaired within the Coliateral.

5.4 Bank has _the right to sell, assign, transfer, negotiate or grant participations er any Interest 1n, any or all of
the Indebtedness and any retated obligations, tmeluding without Limit this Agreement. in connection ufth the
above, but without (imiting its ability to make other disclosures to the full extenr allowabie, Bank may disclose
all documents and information which Bank now or later has relaring to Debtor, the Indebtedness or this Agreement,
however obtained. Debtor further agrees that Bank may provide infermation relating to this Agreement or relating
ta Debtor or the Indebtedness to the Bank's parent, effiliates, subsidiaries, and service providers.

5.5 In addition to Bank's other rights, any 1ndebtedness owing from Bank ta Debtor can be set off end appiied by Bank
on any Indebtedness at any time(s) either before ar after meturity or demand without netice to anyone. Any such
action shall not constitute acceptance of collateral in discharge of any portion of the Indebtedness,

5.6 Debtor, to the extent not expresaly prohibited by spplicabie law, Walves ahy right to require the Bank to: (a)
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5.7

5.8

5.9

5.10
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proceed against any person of property; (b) sive notice of the terms, time and place of any public or private sale
of personal property security held from Borrower or any other person, or otherWise comply with the provisicns of
Seetion 9.504 of the Uniform Commercral Code 1n effect prior to July 1, 2001 or its successor provistons
thereafter; or {c) pursue any other remedy in the Bank's pawer. Debicr waives notice of acceptance of this
Agreement and presentment, demand, protest notice of pretest, dishonor notice of dishonor, notice of default,
notice &f intent to accelerate or demand payment of any itndebiedress, any and all other notices to which the
undersigned might otherwise be entitled, and diligence 1n coliecting ary Indebtedness, and agree({s; that the Bark
may, once or ahy mumber of times, modify the terms of any Indebtedness, compromise, extend, 1ncrease, accelerate,
renew or forbear to enforce payment of any or all indebtedness, or permit Borrower to incur edditicnal
fndebtedness, all without notice to Debtor and without affecting in any menner the unconditional obligation of
Debtor under this Agreement. Debtor unconditionally and irrevocably watves each and evary defense and setoff of
any nature which, under principles of guaranty or otherwise, would operate to impair or diminish 10 any way the
opligation of Debror under this Agreement, and acknowledges that such waiver 1s by this reference incorporated
Tnto each security agreement, collateral assrgnment, pledge and/or other document from Debtor now or Later
securing the Indebtedness, end acknowledges that as of the date of this Agreement no such defsnse or setoff
exists..

Debtor waives any and all rights ¢whether by subrogation, indesmnity, reimbursement, of otherwise) to recover from
Borrower any amounts paid or the value of any Collateral given by Debtor pursuant to this Agreement until such
time as all of the Indebtedness has been fully pard.

In the event that applicable law shall cbligate Bark to give prior notice to Debtor of any action to be taken
under this Agresment, bebtor sgrees that a written notice given to Debtor at least ten days hefore the date of the
act shall be reasonable notice of the act and, specifically, reasonsble notification of the time and place of any
public sale or of the time after which any private sale, lease, or other dispostion 1s to be made, unless a
shorter notice peried is reasonable under the circumstances. A notice shall be deemed ta be given under this
Agreement when delivered to Debter or when placed sn an envelope addressed to Debtor and depasited, With postage
prepaild, in a post office or official depository under the exclusive care and custody of the United States Pestat
Service or delivered to en overmight courser. The mailing shall be by overnight courier, certified, or first
class mail.

Notwithstanding ahy prior revecation, termination, surrender, or discharge of this Agreement 1n whole or ir part,
the effectiveness of this Agreement shall automatically continue or be reinstated in the event that any payment
recetved or credit given by Bank n respect of the Indebtedness s returned, disgorged, or rescinded under any
applicable {aw, including, witheut limitation, bankruptey or insolvency laws, in which cese this Agreement, shall
be enforceable against Debtor as if the returmed, disgorged, or resginded payment or credit had net been ieceived
or given Dy Bank, and whether or not Bank relied upon this payment or eredit or changed its position as a
consequence 0f it. In the event of continuation or retnstatement of this Agreement, Debtor agrees upon demand by
Bark to oxecute and deliver to Bank those documerits which Bank determines are apprepriate to further evidence (in
the pubtic records or otherwise) this gontinuation or reinstatement, although the failure of Debtor to do so shall
not affect 1n any way the reinstatement or continuatuion.

This Agreement and all the rights and remedies of Bank under this Agreement shatl inure to the benefit of Bank's
successors and assigns  and to any other holder who derives from Bank title to or an interest in the Indebtedness
or @ny portien of it, and shall bind Debtor and the heirs, legal representatives, successors, and assigns of
Debtor. Mothing in this Section 5.10 is deemed & consent by Bank to any assighment by Debtor .

1f there 15 more than one Debtor, all undertakings, warranties and covenants made by Debter and all rights, powers
and authorities given to or conferred upan Bank sre made or given Jointly and severally,

Except as otherwise provided in this Agreement, all terms wn this Agreement have the meaning assigned to them 1n
Article 9 (or, absent definition 1n Article 9, 1n any othar Articie} of the Uniform Commercial Gode, as those
meanings may be amended, revised or replaced from time to time. 'Uniform Commerc¢ial Code" means Act No. 174 of
the Michigan Public Acts of 1962, as amended, revised or replaced from time to time, including without Limit as
amended by Act No. 348 of the Michigan Public Acts of 2000. Notwithstarding the foregoing, the parties intend
that the terms used herewn which are defined 1h the Uniform Comercial fode have, at all times, the broadest and
most 1nclusive meanings possible. Accordingly, if the uUniform Commercial Code shall in the future be amended or
hetd by e court to define any term used herein more broadiy or inclusively than the Uniform Commerciat Code in
effect on the date of this Agreement, then sueh term, as used herein, shalt be given such broademed meaming 1f
the Uniform Commercial Code shall 1n the future be zmended or held by a court to define any term used herern more
narrouwly, or less inclusively, than the Uniform Commercial Code 1n effect on the date of this Agreement, such
amendment or holding shall be disregarded in defiming terms used 1n this Agreement.

No sirngle or partial exercise, or delay 1n the exercise, of any right or power under this Agreement, shatl
preclude other or further exercise of the rights and powers under this Agreement. The unenforceability of ary
provision of this Agreement shatl not affect the enforceabiiity of the remaindsr of this Agreement. This
Agreement constitutes the entire agreement of Debtor and Bark with respect to the subject matter of this
Agreement, Ko amendment or modification of this Agreement shall be effective unless the same shail be 1n writing
and signed by Debter ard an  authorized officer of Bank. THIS AGRFEMENT SHALL BE GOVERNED 8Y AND COMSTRUED IN
ACCORDANCE WITH THE INTERMAL LAWS OF THE STATE OF MICHIGAN, WITHOUT REGARD TO CONFLICT OF LAWS PRINCIPALS.

To the extent that any of the Indebtedness 1s paysble upon demand, rothing ¢ontaired in this Agreement shall
modify the terms and conditions of that Indesbtedness nor shali anything contained 1n this Agreement prevent Bank
from making demand, without netice and with or without reason, for smmedizte payment of any or all of that
Indebtedness at any time(s) whether or not an Event of Default has cceurred,

Dehtor represents and warrants that Debfor's exact name is the mame set forth in this Agreement. Debtar further
represents and warrants the fellowing and agrees that Debtor 1s, and at all times shail be, located in the
following place -

Debtor is an individual, and Debtor is located (as determined pursuant to the Uniform Commercial Code} at Debter's
principal residence which 1s (street address, state and county or parish): N/A .

Debtor 15 a registered organization which 15 organized under the laws of one of the states comprising the Ul:\iged
States (e.g. corporation, Llimited partnership, registered Llimited 1izbility partnership or limited liability
company), and Debtor 1s (ocated (as determined pursuant to the Uniform Commercial Code) in the state under the
laws of which it was orgamzed, which 1s (state): Michigan.

Debtor s a domestic orgamization which 1s not a registered organization under the laws of the United States or
any state thereaf (e.g. general partnership, joint venture, trust, estate or association), and Debtor is located
(as determined pursuant to the Uniform Commercial Code) at fts sole place of business or, if it has mere than ane
place of business, at 1ts chief executive office, which 1s (street address, state and county or parish}: N/A

Debtorr 18 a registered organization organized under the lews of the United States, and Debtor i1s located in the
state that United States Llaw designates as its location or, if United Stetes law authorizes the Debtor to
designate the state for its location, the state designated by Debtor, or if neither gf the foregeoing are
applicable, at the District of Columbia. Based on the foregoing, Debtor 1s located (as determined pursuant te the

Uniform Commercial Code) at (state): _ HA .

Debtor is a foretgn 1ndivrdual or foraign orgamization-or-a branch or agency of a bank that is not orgenmized under
the laws of the United States of a state thereof, Debtor is located {as determined pursuant to the Uniform
Commercial Code) at (street address, state and coumty or parish): ___ NJA

The Collateral 1s lecated at and shall be meintained at the following location(s):
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780 West Eight Mile Road -
STREET ADDRESS .

Ferndale MI 48220-2422  Dakland * :
CITY STATE ZIF coDE COUNTY

Coltaterat shall be mazntaired only at the Locations identified in this Section 5,15,

5.16 A carbon, photographic or other reproduction of this Agreement shall be sufficient as a financing statement under
the Unfferm Conmertcal Code and may be #iled by Bank in any filing office.

5.17 This Agreement shall be terminated only by the filing of a termination statement in accordance with the applicable
provisions of the Uniform Commerical Code, but the obligations contained 1n Section 2,13 of this Agreement shall
survive termination.

5.18 Debter agrees to remmburse the Bank upen demand for any and all costs and expenses (including, without limig,
court costs, legal expenses and reasonable atterneys* fees, whether 1nside or outside counsel 1s used, whether or
net suit 15 instituted and, if suit is instituted, whether st the trial coupt level, appellate tevel, in &
bankruptey, probate or administrative proceeding or otherw:se) incurred in enforeing or attempting to enforce this
Agreement or* 1n exercising or attempting to exercise any right or remedy under this Agreement or incurred 1n any
ather matter or proceeding relating to this Security Agreement

6. DEBTOR AND BANK ACKNOWLEDGE THAT THE RIGHT TQ TRIAL BY JURY IS A CONSTITUITONAL ONE, -
BUT THAT IT MAY BE WAIVED. RACH PARTY, AFTER CONSULTING (OR HAVING HAD THE OPPORTUNITY
TO CONSULT) WIYH COUNSEL OF IHETR CHOICE, EKNOWINGLY AND VOLUNTARILY, AND FOR THEIR
MUIUAL BENEFIT WAIVES ANY RIGHI TO TRIAL BY JURY IN THE EVENT OF LITIGATION REGARDING
THE PERFORMANCE OR ENFORCEMENT CF, OR IN ANY WAY RELATED TQ, THIS AGREEMENT OR THE
INDEBTEDNESS .

7. Spacial Provisions Applicable to this Agresment. (*None, 1f left blank)

DEBTQR: Ferndale Laboratories, Inec.,
A _Michigan Corporation

DEBTQR_WAME EYPED/PRINTED

L b Ao <2
SIGNATUEE F Tomis T. M &fillan, ITT

Its: [—arlﬁwvr'ﬁfﬁm - @50

TITLE <1f applicable) -

Bys

STGNATURE COF

Its:

TITLE {If applicable)

By:

SIGNATURE OF

Its:

TITLE ¢If applicable)

By:

SIGNATURE GF

its:

TITLE (If applicable)

Borrower{s}:

Ferndale taboratories, tme., A Highigan Corporation

PEDESTAL - Dynamrc Security Agreement
Revision Date (12/03) KMA
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