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SECOND AMENDED AND RESTATED SECURITY AGREEMENT

THIS SECOND AMENDED AND RESTATED SECURITY AGREEMENT
(" Agresment™), dated October 2, 2006 is made and entered into on the terms and conditions
hereinafter set forth, by and between the undersigned PROPULSYS, INC., an Indiana
corporation, successor by name change to White Hydraulics, Inc., an Indiana corporation
("Borrower"), WHITE DRIVE PRODUCTS, INC.,, a Kentucky corporation ("Drive"), WH
MANUFACTURING, INC., a Kentucky corporation ("Manufacturing"), TENACIS, INC., a
Kentucky corporation ("Tenacis”), LESSLABOR, INC.,, a Kentucky corporation ("LessLabor"
and together with Drive, Manufacturing and Tenacis, each a "Guarantor” and collectively,
"Guarantors"); and together with Borrower, each a "Debtor" and collectively, the "Debtors") and
AMSOUTH BANK, an Alabama banking corporation ("Secured Partv').

WHEREAS, Borrower and Secured Party are parties to the Existing Secunty
Agreements (as defined below);

WHEREAS, at Borrower's request and in reliance upon the representations and
inducements of Borrower set forth herein, Secured Party has agreed to modify the terms and
conditions of certain Loan Documents (as defined below) and to amend and restate the Existing
Security Agreements in their entirety as more particularly hereinafier set forth; and

NOW, THEREFORE, in consideration of the indebtedness and obligations herein and
therein, the mutual covenants and agreements contained herein, and intending to be legally

bound hereby, Secured Party and Debtors agree as follows:

i. Definitions and Index of Definitions.

(@)  In addition to terms defined elsewhere herein, the following terms as used
in this Agreement shall have the indicated meanings (terms defined in the singular to
have the same meaning when used in the plural, and vice versa, unless otherwise
expressly indicated):

*Agreement” has the meaning assigned to such term in the preamble.

"Collateral” means the properties, assets and rights of each Debtor in
which a security interest is granted and created pursuant to Section 2.

"Default" means any event, occurrence or state of facts that constitutes an
Event of Default, but without regard for whether any requirement for the giving of
notice (and, if applicable, an opportunity to cure), the lapse of time, or both, has
been satisfied in the Loan Documents (provided, however, that for the purpose of
determining whether an event, occurrence or state of facts constitutes an "Event of
Default," no requirement in the Loan Documents for the giving of potice (and, if
applicable, an opportunity to cure), or the lapse of time, or botl, shall be
disregarded).
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"Default Rate” means the maximum rate of intersst fom time to time
allowed to be charged by applicable law.

*Event of Defanlt” means shall mean a defaulf or an event of default under
any of the Loan Documents.

"Loan Agreement” means (i) that certain Amended and Restated Loan
Agreement dated October 2, 2006 between Debtors and Secured Party, as
amended, restated, modified or supplemented from time to time.

"Loan Documents" shall mean the Loan Agreement, the Notes, the
Reimbursement Agreements and the Rate Management Agreements together with
any additional security agreements, any additional notes, any guaranty, any
warrants, any mortgages or deeds of trust and all other instruments, documents
and agreements from time to time evidencing, securing or otherwise relating to
the QObligations.

"Notes” means (i) that certain Amended and Restated Secured Term A
Promissory Note dated October 2, 2006, in the principal amount of
$2,607,142.81, made and executed by Borrower and payable to the order of
Creditor, (ii) that certain Amended and Restated Secured Term B Promissory
Note dated October 2, 2006, in the principal amount of $15,000,000, made and
executed by Borrower and payable to the order of Creditor, (iii) that certain
Amended and Restated Secured Term C Promissory Note dated October 2, 2006,
in the principal amount of $458,333.25, made and executed by Borrower and
payable to the order of Creditor, (vi) that certain Amended and Restated Secured
Term D Promissory Note dated October 2, 2006, in the principal amount of
$275,000.00, made and executed by Borrower and payable to the order of
Creditor and (v) that cerfain Amended and Restated Master Secured Promissory
Note dated October 2, 2006, in the maximum principal amount of $7,500,000,
made and executed by Borrower, and payable to the order of Creditor, and in each
case as amended, restated, renewed, modified or supplemented from time to time,

“Obligations" shall mean (i) the indebtednesses, obligations and other
liabilities owing to Secured Party pursuant to the Loan Documents and the Notes,
(ii) the indebtednesses, obligations and other liabilities owing to Secured Party
pursuant to the Reimbursement Agreements, (iii} all obligations owing to Secured
Party under Rate Management Agreements and (iv) all other indebtednesses,
obligations and liabilities of Debtors owing to Secured Party, whether now
existing or hereafter arising, due or not due, absolute or contingent, liquidated or
unliquidated, direct or indirect, or express or implied, and including ail interest
not paid when due and all expenses that any Debtor is required to pay or
reimburse by the Loan Documents, Rate Management Agreements, by [aw, or
otherwise. Any reference in this Agreement or in the Loan Documents to the
Obligations shall include all extensions, modifications, renewals, or alterations
thereof, both prior and subsequent to any insolvency proceeding.
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"Patents” coilectively, all patents, patent applications and patentable
inventions, including, without limitation, each issued patent and patent application
identified in Schedule 1 hereto, (2) all inventions and improvements described
and claimed therein, (3) the right to sue or otherwise recover for any and all past,
present and future infringements or misappropriations thereof, (4) all income,
rayalties, damages and other payments now and hereafter due and/or payable with
respect thereto (including, without limitation, payments under all licenses entered
into in connection therewith, and damages and payments for past, present or
future infringements thereof), and (5) all reissues, divisions, continuations,
continuations-in-part, substitutes, renewals, and extensions thereof, all
improvements thereon and all other rights of any kind whatsoever of Debtors
accruing thereunder or pertaining thereto.

"Patent License" means all agreements material to the operation of any
Debtor's businesses, whether written or oral, providing for the grant by or to any
Debtor of any right to manufacture, use or sell any invention covered by a Patent,
including, without limitation, any thereof referred to in Schedule 1 hereto,

"Rate Management Agreement” shall mean any agreement, device or
arrangement providing for payments that are related to fluctuations of interest
rates, exchange rates, forward rates, or equity prices, including, but not limited to,
dollar-denominated or cross-currency interest rate exchange agreements, forward
currency-exchange agreements, interest rate cap or collar protection agreements,
forward rate currency or interest rate options, puts and warrants, and any
agreement pertaining to equity derivative transactions (e.g., equity or equity index
swaps, options, caps, floors, collars and forwards), including any ISDA Master
Agreement between any Debtor and Secured Party or any affiliate of Secured
Party, and any schedules, confirmations and documents and other confirming
evidence between the parties confirming transactions thereunder, all whether now
existing or hereafter arising, and in each case as amended, modified or
supplemented from time to time.

"Reimbursement Agreements” means (i) that certain Reimbursement
Agreement dated December 1, 1994 between Borrower and Secured Party relating
to $10,000,000 Variable Rate Demand Taxable Notes Series 1994 and (ii) that
certain Reimbursement Agreement dated August 1, 1999 between Borrower and
Secured Party relating to $13,700,000 Variable Rate Demand Taxable Notes
Series 1999, and in each case as amended, modified or supplemented from time to
fime.

“"Existing Security Asreements” means (i) that certain Amended and
Restated Security Agreement dated December 8, 1994 between Borrower and
Secured Party, (ii) that certain Security Agreement dated November 1, 2005
between Borrower and Secured Party, (iii) that certain Security Agreement dated
September 2, 2004 between Borrower and Secured Party and (iv) that certain
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Secured Agreement for Tangible Personal Property dated September 2, 2004
between Borrower and Secured Party, and in each case as amended, modified or
supplemented from time to time.

"Trademarks” all trademarks, service marks, trade names, corporate
names, conpany names, business names, trade dress, trade styles, logos or other
indicia of origin or source identification, trademark and service mark
registrations, and applications for trademark or service mark registrations and any
new renewals thereof, including, withont limitation, each registration and
application identified in Schedule 2 hereto, (2) the right to sue or otherwise
recover for any and all past, present and future infringements or misappropriations
thereof, (3) all income, royalties, damages and other payments now and hereafier
due and/or payable with respect thereto (including, without limitation, payments
under all licenses entered into in connection therewith, and damages and
payments for past, present or future infringements thereof), and (4) all other rights
of any kind whatsoever of Debtors accruing thereunder or pertaining thereto,
together in each case with the goodwill of the business connected with the use of,
and symbolized by, each of the above.

"Trademark License" means any agreement, material to the businesses of
Debtors, written or oral, providing for the grant by or to Debtors of any right to
use any Trademark, including, without limitation, any thereof referred to in
Schedule 2 hereto.

*UCC" means, as to any jurisdiction at any time, the Uniform Commercial
Code in effect in that jurisdiction at such time. If no time is specified, "UCC"
shall mean the Uniform Commercial Code as in effect in such jurisdiction(s) from
time to time. If no jurisdiction is specified, "UCC" shall mean the Uniform
Commercial Code as in effect in any relevant jurisdiction.

(B) Regardless of whether capitalized herein, terms used herein that are
defined or otherwise used in the Tennessee UCC have the same meanings herein, unless
the context otherwise requires.

2. Creation of Security Interest. As security for the Obligations, Debtors each
hereby grant to and create in favor of Secured Party a security interest in the following
properties, assets and rights of such Debtor, whether now owned or hereafter acquired or arising,
and wherever located:

(a) accounts,

)} chattel paper,

(c) deposit accounts,

(d) documents,
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(e) equipment,

£y fixtures,

(g) general intangibles,

(h) goods not otherwise described herein with greater particularity,

(1) instruments,

6); inventory,

(k)  investment property,

Q)] letter-of~credit rights,

(m) money,

(1) all Patents and Trademarks;

)] all Patent Licenses and Trademark Licenses to the extent assignable;

(p) oil, gas and other minerals, including as-extracted collateral, and

(q)  all of the proceeds and products, whether tangibie or intangible, of any of
the foregoing, including proceeds of insurance or commercial tort claims covering any ar

all of the foregoing, and

) to the extent not included in the foregoing, all other personal property of
such Debtor of any kind or description.

3. Authorization to File Financing Staternents. Each Debtor hereby irrevocably
authorizes Secured Party at any time and from time to time to file, in any jurisdiction, financing
statements (including any amendments thereto) that cover the Collateral and that (a) indicate the
Collateral as all assets of such Debtor or words of similar effect, or as being of an equal or lesser
scope or with greater detail, and (b} contain any other information required by the UCC for the
sufficiency or filing office acceptance of any initial financing statement or amendment, including
(1) whether such Debtor is an organization, the type of organization and any organization
identification number issued to such Debtor and, (2) in the case of a financing statement filed as
a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient
description of real property to which the Collateral relates. Debtors agree to furnish any such
information to Secured Party promptly upon request.
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4. Other Actions Recarding Attachment. Perfection and Priority. Each Debtor
hereby covenants and agrees with Secured Party as follows:

(a) Promissory Notes and Tangible Chattel Paper. If any Debtor at any time
shall hold or acquire any promissory notes or tangible chattel paper, such Debtor shall, if
requested by Secured Party, forthwith endorse, assign and deliver the same to Secured
Party, accompanied by such instruments of transfer or assignment duly executed in blank
as Secured Party from time to time may specify.

)] Deposit Accounts. For each deposit account that any Debtor at any time
opens or maintains, such Debtor shall, at Secured Party's request and option, pursuant {0
an agreement in form and substance satisfactory to Secured Party, either (1) cause the
depositary bank to agree to comply at any time with instructions from Secured Party to
such depositary bank directing the disposition of funds from time to time credited to such
deposit account, without further consent of such Debtor, or (2) arrange for Secured Party
to become the customer of the depositary bank with respect to the deposit account, with
such Debtor being permitted, only with the consent of Secured Party, to exercise rights to
withdraw funds from such deposit account. Secured Party agrees with Debtors that
Secured Party shall not give any such instructions or withhold any withdrawal rights from
Debtors unless an Event of Default has occurred and is continuing or, after giving effect
to any withdrawal not otherwise permitted by the Loan Agreement or the other Loan
Documents, would occur. The provisions of this paragraph shall not apply to (i) any
deposit account for which any Debtor, the depositary bank and Secured Party have
entered into a cash collateral agreement specially negotiated among such Debtor, the
depositary bank and Secured Party for the specific purpose set forth therein, (i1} deposit
accounts for which Secured Party is the depositary and (iii) deposit accounts specially
and exclusively used for payroll, payroll taxes and other employee wage and benefit
payments to or for the benefit of such Debtor's salaried employees.

(c) Investment Property. If any Debtor shall at any time hold or acquire any
certificated securities, if requested by Secured Party, such Debtor shall forthwith endorse,
assign and deliver the same to Secured Party, accompanied by such instruments of
transfer or assignment duly executed in favor of Secured Party or in blank, all as Secured
Party from time io time may specify. If any securities now or hereafter acquired by any
Debtor are uncertificated and are issued to such Debtor or its nominee directly by the
issuer thereof, such Debtor shall, at Secured Party's request and option, pursuant to an
agreement in form and substance satisfactory to Secured Party, either (1) cause the issuer
to agree to comply with instructions from Secured Party as to such securities, without
further consent of such Debtor or such nominee, or (2) arrange for Secured Party to
become the registered owner of the securities. If any securities, whether certificated or
uncertificated, or other investment property now or hereafter acquired by any Debtor are
held by such Debtor or its nominee through a securities intermediary or commodity
intermediary, such Debtor shall, at Secured Party's request and option, pursuant to an
agreement in form and substance satisfactory to Secured Party, either (i) cause such
securities intermediary or commodity intermediary (as the case may be) to agree to
comply with entitlement orders or other instructions from Secured Party to such secunities
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intermediary as to such securities or other investment property, or to apply any value
distributed on account of any commodity contract as directed by Secured Party to such
commodity intermediary, as applicable, in each case without further consent of such
Debtor or such nominee, or (ii) in the case of financial assets or other investment property
held through a securities intermediary, arrange for Secured Party to become the
entitlement holder with respect to such investment property, with such Debtor being
permitted, only with the consent of Secured Party, to exercise rights to withdraw or
otherwise deal with such investment property. Secured Party agrees with Debtors that
Secured Party shall not give any such entitlement orders or instructions or directions to
anty such issuer, securities intermediary or commodity intermediary, and shall not
withhold its consent to the exercise of any withdrawal or dealing rights by Debtors,
unless an Event of Default has occurred and is continuing or, after giving effect to the
exercise of any such investment and withdrawal rights not otherwise permitied by the
Loan Agreement or the other Loan Documents, would occur, The provisions of this
paragraph shall not apply to any financial assets credited to a securities account for which
Secured Party is the securities intermediary.

(d) Collateral in the Possession of a Third Party. If any goods constitoting
Collateral at any time are in the possession of a third party, other than in the ordinary
course of its business, Debtors shall promptly notify Secured Party thereof and, if
requested by Secured Party, shall promptly obtain an acknowledgement from such
person, in form and substance satisfactory to Secured Party, that such person holds such
Collateral for the benefit of Secured Party and shall act upon the instructions of Secured
Party, without the fiuther consent of such Debtor. Secured Party agrees with Debtors that
Secured Party shall not give any such instructions unless an Event of Default has
oceurred and is continuing or would ocour after taldng into account any action by Debtors
with respect to the third party.

(e) Electronic Chattel Paper and Transferable Records. If any Debtor at any
time holds or acquires an interest in any electronic chattel paper or any "transferable
record,” as that term is defined in Section 201 of the federal Electronic Signatures in
Global and National Commerce Act, or in Section 16 of the Uniform Electronic
Transactions Act as in effect in any relevant jurisdiction, such Debtor shali promptly
notify Secured Party thereof and, at the request of Secured Party, shall take such action as
Secured Party may reasonably request to vest in Secured Party control under UCC §9-
105 of such electronic chattel paper or control under Section 201 of the federal Electronic
Signatures in Global and National Commerce Act or, as the case may be, Section 16 of
the Uniform Electronic Transactions Act, as so in effect in such junisdiction, of such
transferable record. Secured Party agrees with Debtors that Secured Party will arrange,
pursuant to procedures satisfactory to Secured Party and so long as such procedures wiil
not result in Secured Party's loss of control, for such Debtor to make alterations to the
electronic chattel paper or transferable record permitted under UCC §9-105 or, as the
case may be, Section 201 of the federal Electronic Signatures in Glebal and National
Commerce Act or Section 16 of the Uniform Electronic Transactions Act for a party in
control to make without loss of control, unless an Event of Default has occurraed and is
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continuing or would occur after taking into account any action by such Debtor with
respect to such electronic chattel paper or transferable record.

D Letter-of-Credit Rights. If any Debtor is at any time a beneficiary under a
letter of credit now or hereafter issued in favor of any Debtor, such Debtor shall, at the
request and option of Secured Party, pursuant fo an agreement in form and substance
satisfactory to Secured Party, either (1} arrange for the issuer and any confirmer of such
letter of credit to consent to an assignment to Secured Party of the proceeds of any
drawing under the letter of credit or (2) arrange for Secured Party to become the
transferee beneficiary of the letter of credit, with Secured Party agreeing, in each case,
that the proceeds of any drawing under the lstter to credit are to be applied to the
Obligations.

(g) Commercial Tort Claims. If any Debtor at any time shall hold or acquire a
commercial tort claim, such Debtor shall, at the request of Secured Party, immediately
notify Secured Party in a writing signed by such Debtor of the brief details thereof and
grant to Secured Party 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 Secured Party.

(In) Patents, Trademarks. Efc.

{1) Each Debtor represents and warrants that Schedule 1 hereto
includes all of its registered Patents and Patent Licenses owned by it in its own
name that are material to the businesses of such Debtor as of the date hereof.
Each Debtor represents and warrants that Schednle 2 hereto includes all of its
registered all of Trademarls and Trademark Licenses owned by it in its own name
that are material to the businesses of such Debtor as of the date hereof. To each
Debtor's knowledge, each registered Trademark and issued Patent is valid,
unexpired, enforceable and has not been abandoned. Except as set forth in
Schedules I and 2, none of the Trademarks or Patents is the subject of any
licensing or franchise agreement. All licenses of the Trademarks and Patents are
in force and, to the best knowledge of Debtors, not in default. No holding,
decision or judgment has been rendered by any governmental authority which
would limit, cancel or question the validity of any material Trademark or Patent.
No Debtor knows of any action or proceeding that is pending (i) seeking to limit,
cancel or question the validity of any Trademark or Patent or any Debtor's
ownership thereof or (i) which, if adversely determined, would reasonably be
likely to have a material adverse effect on the value of any Trademark or Patent.

2 Each Debtor (either itself or through licensees) will, except with
respect to any Trademark that Debtor shall reasonably determine is of immaterial
economic value to it or otherwise reasonably determines not to do so, (A)
continue to use each Trademark on each and every trademark class of goods
applicable to its current line as reflected in its current catalogs, brochures and
price lists in order to maintain such Trademark in full force free from any claim of
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abandonment for non-use, (B) maintain as in the past the quality of products and
services offered under such Trademark, (C) use reasonable efforts to employ such
Trademark with the appropriate notice of registration, (D) not adopt or use any
mark which is confusingly similar or a colorable imitation of such Trademark
unless within thirty (30) days after such use or adoption such Debtor gives
Secured Party, for its benefit, a reasonable opportunity obtain a perfected security
interest in such mark pursuant to this Security Agreement, and (E) not (and not
permit any licensee or sublicensee thereof to) do any act or knowingly omit to do
any act whereby any Trademark may become invalidated.

(3)  Debtors will not, except with respect to any Patent that Debtors
shall reasonably determine is of immaterial economic value to it or otherwise
reasonably determine so to do, do any act, or omit to do any act, whereby any
Patent may become abandoned or dedicated.

(4)  Debtors will promptly notify Secured Party if Debtors know that
any application relating to any Patent or any Trademark may become abandoned
or dedicated, or of any adverse determination or material development (including,
without limitation, the institution of, or any such determination or development in,
any proceeding in the United States Patent and Trademark office or any court or
tribunal in any country) regarding a Debtor's ownership of any Patent or
Trademark.

&) Whenever a Debtor, either by itself or through any agent,
employee, licensee or designee, shall file an application for any Patent or for the
registration of any Trademark with the United States Patent and Trademark Office
or any similar office or agency in any other country or any political subdivision
thereof, such Debtor shall report such filing to Secured Party within fifteen (15)
business days after the last day of the fiscal quarter in which such filing occurs.
Upon request of Secured Party, such Debtor shall execute and deliver any and all
reasonably necessary agreements, instruments, documents, and papers as Secured
Party may reasonably request to evidence Secured Party's security interest in any
newly filed Patent or Trademark and the goodwill and general infangibles of such
Debtor relating thereto or represented thereby, and each Debtor hereby constitutes
Secured Party as its attorney-in-fact to execute and file all such writings for the
foregoing purpose, all acts of such attorney being hereby ratified and confirmed;
such power being coupled with an interest is irrevocable until the Obligations are
paid in full.

(6)  Debtors, except with respect to any Patent or Trademark such
Debtor shall reasonably determine is of immaterial economic value to it orit
otherwise reasonably determiines not to so do, will take all reasonable and
necessary steps, including, without limitation, in any proceedings before any
tribunal, office or agency in any other country or any political subdivision thereof,
to maintain and pursue each application (and to obtain the relevant registration or
Patent) and to maintain each Patent and each regisitration of Trademarks,
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including, without limitation, filing of applications for renewal, affidavits of use
and affidavits of incontestability when appropriate.

(7}  Inthe event any Debtor knows or has reason to know that any
Patent or Trademark included in the Collateral is infringed, misappropriated or
diluted by a third party, Debtors shall promptly notify Secured Party after it leams
thereof and shall take such actions as such Debtor shall reasonably deem
appropriate under the circumstances to protect such Patent or Trademark.

@ Copyrights, Ete. If any Debtor at any time shall hold or acquire any
material copyrights or other rights in and to material copyrightable works, such Debtor
shall immediately notify Secured Party in a writing signed by such Debtor of the brief
details thereof and execute and deliver to Secured Party for recording in the United States
Copyright Office (the "Copyright Office") a memorandum of grant of security interest in
the same, identified, where applicable, by title, author or Copyright Office registration
number and date, all in form and substance satisfactory to Secured Party. Debtors also
will canse such assignment to be recorded or filed in the Copyright Office and in such
other public offices as Secured Party shall specify. Neither the execution and delivery of
such memorandumn nor anything contained therein shall be deemed to prevent or extend
the time of attachment or perfection of any security interest in such Collateral created
hereby.

4} Other Actions as to Any and All Collateral. Debtors further agree to take
any other action reasonably requested by Secured Party to insure the attachment,
perfection and first priority of, and the ability of Secured Party to enforce, Secured
Party's security interest in any and all of the Collateral, including (i) authorizing,
executing (to the extent that Debtor's signature is required), delivering and filing
financing statements and amendments relating thereto under the UCC, (ii) causing
Secured Party's name to be noted as secured party on any certificate of title for titled
goods if such notation is a condition to attachment, perfection or priority of, or ability of
Secured Party to enforce, Secured Party's security interest in such Collateral,

(iii) complying with any provision of any statute, rule, regulation or treaty of any
jurisdiction as to any Collateral if compliance with such provision is a condition to
attachment, perfection or priority of, or ability of Secured Party to enforce, Secured
Party's security interest in such Collateral, (iv) obtaining governmental and other third
party consents and approvals, including without limitation any consent of any licensor,
lessor or other person obligated on Collateral, (v) obtaining waivers from mortgagees and
landlords in form and substance satisfactory to Secured Party and (vi) taking all actions
required by any earlier versions of the UCC or by other law, as applicable in any relevant
jurisdiction.

5. Representations and Warranties. Each Debtor hereby represents and warrants to
Secured Party as follows:

(a)  Borrower is a corporation duly organized, validly existing and in good
standing under the laws of the state of Indiana. Guarantors are corporations duly

-10-
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organized, validly existing and in good standing under the laws of the state of Kentucky.
The execution and delivery of this Agreement and the performance and observance of the
obligations of Debtors hereunder are within the power of each Debtor and have been duly
authorized by all necessary action on the part of each Debtor properly taken. This
Agreement is a legal, valid and binding obligation of each Debtor and is enforceable
against each Debtor in accordance with its terms.

(b) Each Debtor is the owner of or has other rights in the Collateral, free from
any adverse lien, security interest or other encumbrance, except for the security interest
created by this Agreement and the other Loan Documents.

{c) None of the account debtors or other persons obligated on any of the
Collateral is a governmeental authority subject to the Federal Assignment of Claims Act or
like federal, state or local statute or rule in respect of such Collateral.

(d)  None of the Collateral constitutes, or consists of proceeds of, farm
products, timber to be cut or as-extracted collateral.

(e) Debtors have at all times operated its business in compliance with all
applicable provisions of the federal Fair Labor Standards Act, as amended, and with all
applicable provisions of federal, state and local statutes and ordinances dealing with the
control, shipment, storage or disposal of hazardous materials or substances.

4. Covenants and Agreements. Each Debtor hereby covenants and agrees with
Secured Party as follows:

(a) Each Debtor will pay, or cause to be paid, to Secured Party the
Obligations as and when the same shall be due and payable, whether at maturity, by
acceleration or otherwise, and will promptly perform all of such Debtor's obligations
under this Agreement, the Loan Agreement and the other Loan Documents to which it is

a party.

(b) Without providing at least thirty (30) days' prior written notice to Secured
Party, no Debtor will change its name, its place of business (or, if it has more than one
place of business, its chief executive office), its mailing address or its organizational
identification number, if any. If any Debtor does not have an organizational
identification number and later obtains one, such Debtor shall promptly notify Secured
Party of such organizational identification number. No Debtor will change its type of
organization, jurisdiction of organization or other legal structure.

(c) The Collateral, to the extent possession thereof is not delivered to Secured
Party, will be kept at those locations identified on Schedule 3 and Debtors will not, other
than in the ordinary course of its business, remove the Collateral from such locations
without providing at least thirty (30) days' prior written notice to Secured Party.
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(d)  Except for the security interest herein granted and encumbrances
permitted by the Loan Agreement and the other Loan Documents, Debtors shall each be
the owner of or have other rights in the Collateral free from any lien, security interest or
other encumbrance, and Debtors shall defend the same against all claims and demands of
all persons at any time claiming the same or any interests therein adverse to Secured
Party.

(e) No Debtor shall (i) create, grant or suffer to exist any lien or other
encumbrance on or security interest in the Collateral in favor of any person other than
Secured Party, (ii) permit any of the Collateral to be levied upon under any legal process,
(iii) permit anything to be done that may impair the security intended to be afforded by
this Agreement, nor (iv) permit any tangible Collateral to become attached to or
commingled with other goods without the prior written consent of Secured Party.

® Debtors will keep the Collateral in good order and repair, will not permit
anything to be done that may materially impair the value of any of the Collateral and will
niot use the same in violation of law or any policy of insurance thereon.

g}  Subject to any applicable limitations provided in the Loan Agreement and
the other Loan Documents, Secured Party and its representatives will be permitted to
make any examination, inspection, verification or audit of the Collateral that Secured
Party deems necessary or proper. All reasonable expenses incurred by Secured Party in
making such examination, inspection, verification or audit shall be reimbursed by
Debtors upon Secured Party's demand and shall constifute a part of the Obligations until
fully reimbursed.

(h) Debtors will pay (i) promptly when due, all costs of and taxes on the filing
of financing statements, continuation statements, termination statements and any other
publicly filed documents with respect to the security interests created hereby, (ii) prior to
delinquency, all taxes, assessments, govemnmental charges and levies upon the Collateral
or incurred in connection with the use or operation of such Collateral or incurred in
connection with this Agreement, (iii) upon demand by Secured Party, any and all
expenses, including reasonable attorneys' fees and disbursements, incurred or paid by
Secured Party in protecting, preserving or enforcing Secured Party's rights under or in
respect of this Agreement, any of the Obligations or any of the Collateral, and (iv) upon
demand by Secured Party, interest on any amounts due and owing from any Debtor to
Secured Party hereunder, from the date due until paid, at the Defanlt Rate.

1 Debtors will not allow any of the Collateral to be attached to real estate in
such manner as to become a fixture or a part of any real estate except to the extent all
actions pursuant to Section 3 and paragraph 4(j) shall have been taken in respect thereof.

H Debtors will continue to operate their respective businesses in compliance
with all applicable provisions of the federal Fair Labor Standards Act, as amended, and
with all applicable provisions of federal, state and local statutes and ordinances dealing
with the control, shipment, storage or disposal of hazardous materials or substances.
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(I} Debtors will not sell or otherwise dispose, or offer to sell or otherwise
dispose, of the Collateral or any interest therein except for (i} sales of inventory in the
ordinary course of business and (i1} so long as no Event of Default has ocourred and is
continuing, sales or other dispositions of obsolete items of equipment in the ordinary
course of business consistent with past practices.

7. Insurance. Each Debtor hereby covenants and agrees with Secured Party as
follows:

(a)  Debtors will maintain with financially sound and reputable insurers
insurance with respect to its properties and business against such casualties, liabilities and
contingencies as shall be in accordance with general practices of businesses engaged in
similar activities in similar geographic areas. Such insurance shall be in such minimum
amounts that no Debtor will be deemed a co-insurer under applicable insurance laws,
regulations and policies, and otherwise shall be in such amounts, contain such terms, be
in such forms and be for such periods as shall be reasonably satisfactory to Secured Party.
In addition, all property insurance covering Collateral shall be payable to Secured Party
ag its interests appear pursuant to a loss payee clause satisfactory to Secured Party.
Without limiting the foregoing, each Debtor will (1) keep all of its physical property
insured with casualty or physical hazard insurance on an "special perils” basis, with broad
form flood (to the extent located in a special flood zone) and earthquake coverages and
electronic data processing coverage, with a full replacement cost endorsement and an
"agreed amount" clause in an amount equal to 100% of the full replacement cost of such
property, (ii) maintain all such worlers' compensation or similar insurance as may be
required by law and (iii) maintain, in amounts and with deductibles equal to those
generally maintained by businesses engaged in similar activities in similar geographic
areas, (A) general public liability insurance against claims for bodily injury, death or
property damage occurring, on, in or about the properties of such Debtor and (B) business
interruption insurance.

(b) The proceeds of any property insurance in respect of any loss with respect
to any of the Collateral shall, subject to the rights, if any, of other parties with a prior
interest in the property covered thereby, (i) so long as no Event of Default has occurred
and is continuing and to the extent that the amount of such proceeds is less than $25,000,
be disbursed to the applicable Debtor for direct application by such Debtor solely to the
repair or replacement of such Debtor's property so damaged or destroyed, and (ii} in all
other circumstances, be held by Secured Party as cash collateral for the Obligations.
Secured Party may, at its sole option, disburse from time to time all or any part of such
proceeds so held as cash collateral, upon such terms and conditions as Secured Party may
reasonably prescribe, for direct application by the applicable Debtor solely to the repair
or replacement of such Debtor's property so damaged or destroyed, or Secured Party may
apply all or any part of such proceeds to the Obligations.

(c) Each policy of insurance shall provide for at least thirty (30) days' prior
written notice to Secured Party of the cancellation or any material modification of the
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policy. In the event Debtor fails to provide and maintain insurance as herein provided,
Secured Party may, at its option, obtain such insurance and charge the cost thereof to
Debtors. Debtors shall furnish Secured Party with certificates of insurance and policies
evidencing conipliance with the foregoing insurance provisions.

8. Performance by and Responsibility of Secured Party.

(a) If any Debtor shall default in the payment, performance or observance of
any covenant, term or condition of this Agreement or of any coniract or agresment
included in the Collateral, Secured Party may, at its option and in its sole discretion, pay,
perform or observe the same, and all payments made or costs or expenses incurred by
Secured Party in connection therewith (including but not limited to reasonable attorney's
fees), with interest thereon at the Default Rate, shall be immediately repaid to Secured
Party by Debtors and shall constitute a part of the Obligations and be secured hereby until
fully repaid. Secured Party shall be the sole judge of the necessity for any such actions
and of the amounts to be paid.

®) Anything herein to the contrary notwithstanding, Debtors shall remain
liable for the performance and observance of all terms and conditions to be observed or
performed by such Debtor under each contract or agreement included in the Collateral.
Secured Party shall not have any obligation or liability under any such contract or
agreement by reason of or arising out of this Agreement or the receipt by Secured Party
of any payment relating to any of the Collateral, nor shall Secured Party be obligated in
airy manner to perform any of the obligations of any Debtor under or pursuant to any
such contract or agreement, to malke inquiry as to the nature or sufficiency of any
payment received by Secured Party in respect of the Collateral or as to the sufficiency of
any performance by any party under any such confract or agreement, to present or file
any clain, to take any action to enforce any performance or to collect the payment of any
amounts that may have been assigned to Secured Party or to which Secured Party may be
entitled at any time or times.

(c) Secured Party will hold all items of the Collateral at any time received
under this Agreement in accordance with, and subject to, the provisions of this
Agreement. It is expressly understood and agreed that the obligations of Secured Party as
holder of the Collateral and interests therein and with respect to the disposition thereof,
and otherwise under this Agreement, are only those expressly set forth in this Agreement
and, to the extent not specifically waived hereunder, as required under applicable law.
Secured Party's sole duty with respect to the custody, safekeeping and preservation of
Collateral in its possession or under its control, under §9-207 of the UCC or otherwise,
shall be to deal with such Collateral in the same manner as Secured Party deals with
similar property for its own account. Secured Party shall have no responsibility for
(i) ascertaining or taking action with respect to calls, conversions, exchanges, maturities,
tenders or other matters relative to any Collateral, regardless of whether Secured Party
has or is deemed to have lmowledge of such matters, or (ii) taking any actions to preserve
rights against any third party with respect to any Collateral.
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9. Notification to Account Debtors and Other Persons Obligated on Collateral. If an
Event of Default has occurted and is continuning, Debtors, at the request of Secured Party, shall
notify account debtors and other persons obligated on any of the Collateral of the security
interest of Secured Party in any account, chatiel paper, general intangible, instrument or other
Collateral and that payments in respect thereof are to be made directly to Secured Party or to any
financial institution designated by Secured Party as Secured Party's agent therefor, and Secured
Party may itself, if an Event of Default has occurred and is continuing, without notice to or
demand upon any Debtor, so notify account debtors and other persons obligated on Collateral.
After the making of such a request or the giving of any such notification, Debtors shall hold any
proceeds of collection of accounts, chattel paper, general intangibles, instruments and other
Collateral received by such Debtor as trustee for Secured Party without commingling the same
with other funds of such Debtor and shall turn the same over to Secured Party in the identical
form received, together with any necessary endorsements or assignments, for deposit in a special
bank account maintained with Secured Party over which Secured Party alone has power of
withdrawal. In addition, at any time upon request by Secured Party, Debtors will immediately
notify all account debtors and other persons obligated in respect of Collateral to direct payments
to Secured Party or to a lockbox in accordance with a lockbox service agreement to be entered
into between Debtors and Secured Party. The funds in the aforesaid special account and any
funds collected by Secured Party under a lockbox service agreement shall be held by Secured
Party as additional security for the Obligations. Secured Party shall apply the proceeds of
collection of accounts, chattel paper, general intangibles, instruments and other Collateral
received by Secured Party to the Obligations, such proceeds to be applied promptly after final
payment in cash or other immediately available funds of the items giving rise to them.

10. Deposit Accounts. Promissory Notes. Investment Property and General
Intangibles.

()  Regardless of the adequacy of Collateral or any other security for the
Obligations, any deposits or other sums at any time credited by or due from Secured
Party to Debtors may at any time be applied to or set off against any of the Obligations
then due and owing,

) If an Event of Default has occurred and is continuing, Secured Party at ifs
option may (a) demand, sue for, collect or make any settlement or compromise that it
deems desirable with respect to the Collateral, and (b) transfer to itself or any nominee
any promissory notes or investment property constituting Collateral, receive any amounts
payable or distributable in respect thereof and hold the same as additional Collateral or
apply the same to the Obligations.

() Provided that no Event of Default has occurred and is continuing:
(D Debtors shall be entitled to exercise or refrain from exercising the
voling rights atiributable to any investment property constituting Collateral or any

part thereof for any purpose not inconsistent with the terms and conditions of this
Agreement, and
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(2) Secured Party will execute and deliver any proxies or other
instruments reasonably requested by Debtors for the purpose of enabling such
Debtor to exercise the voting rights that it is entitled to exercise pursuant to
subparagraph 10(c)(1).

{(d)  Upon the occurrence and during the continuance of an Event of Default,
all rights of Debtors to exercise or refrain from exercising the voting rights attributable to
investment property constituting Collateral or any part thereof pursuant to
subparagraph 10(e)}(1) or otherwise shall cease, and Secured Party and its successors and
assigns shall have the sole right to exercise or refrain from exercising such rights. In
furtherance of the foregoing, each Debtor hereby makes, constitutes and appoints Secured
Party and its officers as the proxies and attorneys-in-fact of and for such Debtor, with full
power to exercise or to refrain from exercising any and all voting rights attributable to
investment property constituting Collateral upon the occurrence and during the
continuance of any such Event of Default. The foregoing appointment and power, being
coupled with an interest, are irrevocable until the Obligations have been fully and
irreversibly satisfied.

11, Power of Attorney.

(a) Each Debtor hereby irrevocably constitutes and appoints Secured Party
and any officer or agent thereof, with full power of substitution, as its true and lawful
attorneys-in-fact with full irrevocable power and authority in the place and stead of such
Debtor or in Secured Party's own name, for the purpose of carrying out the terms of this
Agreement, to take any and all appropriate action and to execute any and all documents
and instruments that may be necessary or desirable to accomplish the intent and purposes
of this Agreement and, without limiting the generality of the foregoing, hereby gives said
attorneys the power and right, on behalf of such Debtor, without notice to or assent by
such Debtor, to do the following:

(1}  tothe extent that any Debtor's authorization given in Section 3 is
not sufficient, to file such financing statements with respect hereto, with or
without such Debtor's signature, or a photocopy of this Agreement in substitution
for a financing statement, as Secured Party may deem appropriate and to execute
in such Debtor's name such financing statements and amendments thereto and
continuation statements that may require such Debtor's signature; and

(2)  at any time or from time to time upon the occurrence and during
the continuance of an Event of Default, and at Debtors' expense, generally to sell,
transfer, pledge, make any agreement with respect to or otherwise deal with any
of the Collateral in such manner as is consistent with the UCC and as fully and
completely as though Secured Party were the absolute owner thereof for all
purposes, and do all other acts and things that Secured Party deems necessary to
protect, preserve or realize upon the Collateral and Secured Party's security
interest therein, or in order to effect the intent and purposes of this Agreement, all
as fully and effectively as Debtors might do, including:
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(b

(A)  sending requests for verifications of accounts to customers;

(B)  notifying account debtors and other persons obligated on
Collateral to make payments in respect thereof direct to Secured Party, and
take control of all proceeds thereof;

(C)  notifying postal authorities to change the address for
delivery of Debtors’ mail to an address designated by Secured Party;

(D)  receiving, opening and disposing of mail addressed to
Debtors;

(E)  endorsing any Debtor’s name on any checks, notes,
acceptances, money arders, drafis or other forms of payment or security
that may come into Secured Party's possession;

(F)  signing any Debtor's name on any invoice or bill of lading
relating to any account, on drafts against customers, on schedules of
assignments of accounts, on verification of accounts and notices to
customers and on notices of assignment, applications for noting of liens on
certificates of title and other public records or documents of any ldnd as
necessary or desirable to insure perfection or enforceability of Secured
Party's security interests in Collateral;

(G) filing and prosecuting registration and transfer applications
with the appropriate federal or local agencies or authorities with respect to
trademarks, copyrights and patentable inventions and processes;

(H) upon written notice to such Debtor, exercising voting rights
with respect to voting securities, which rights may be exercised, if Secured
Party so elects, with a view to causing the liquidation in a commercially
reasonable manner of assets of the issuer of any such securities; and

49} executing, delivering and recording, in connection with any
sale or other disposition of any Collateral, endorsements, assignments or
other instruments of conveyance or transfer with respect to such
Collateral.

To the extent permiited by law, each Debtor hereby ratifies all that said

attorneys lawfully do or cause to be done by virtue hereof. This power of attorney is a
power coupled with an interest and shall be irrevocable until the Obligations have been
fully and finally satisfied.

©

The powers conferred on Secured Party hereunder are solely to protect its

interests in the Collateral and shall not impose any duty upon it fo exercise any such
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powers. Secured Party shall be accountable only for the amounts that it actually receives
as a result of the exercise of such powers and neither it nor any of its officers, directors,
employees or agents shall be responsible to Debtors for any act or failure to act, except
for Secured Party's own gross negligence or willful misconduct.

12. Default and Remedies.

(a) This Agreement shall be in default upon occurrence and during the
continuance of an Event of Default.

(b)  Upon the occurrence and during the continuance of an Event of Default,
Secured Party may proceed to:

(D take possession of the Collateral, and for that purpose Secured
Party may, so far as Debtors can give authority therefor, enter upen any premises
on which the Collateral may be situated and remove the same therefrom,

(2}  collect and receive any and all amounts payable or distributable in
respect of the Collateral and hold the same as additional Collateral or apply the
same to the Obligations,

(3}  render equipment constituting Collateral unusable,

{4y  dispose of all or any part of the Collateral by public or private sale,
in such manner and order as Secured Party shall determine, subject fo and in
accordance with applicable requirements of the UCC or other applicable law, and

&) exercise any and all other rights, powers, privileges, options and
remedies provided by the UCC or other applicable law, as well as all other rights
and remedies possessed by Secured Party pursuant to the Loan Documents.

(€) Upon the occurrence and during the continuance of an Event of Default
and upon demand by Secured Party, Debtors shall assemble the Collateral and make it
available to Secured Party at a place designated by Secured Party that is reasonably
convenient to Secured Party and any Debtor.

(d) Any notice of sale, lease or other intended disposition of the Collateral by
Secured Party sent to Borrower at the address hereinafter set forth at least ten (10} days
prior to such action, shall constifute reasonable notice to Debtors.

(e) Subject to any applicable provisions of the UCC, the Loan Agreement,
and the other Loan Documents, the proceeds of the exercise of Secured Party's remedies
hereunder shall be applied to the Obligations in such order of prionity as Secured Party
shall determine.
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(H Secured Party may waive any Default or Event of Default before or afler
the same has been declared without impairing its right to declare a subsequent Default or
Event of Default hereunder, this right being a continuing one. Secured Party shall not be
deemed to have waived any of its rights upon or under any of the Obligations or
Collateral unless such waiver shall be in a record authenticated by a duly authorized
representative of Secured Party.

(g) No right, power or remedy conferred upon or reserved to Secured Party by
this Agreement or any of the other Loan Documents is intended to be exclusive of any
other right, power or remedy, buf each and every such right, power and remedy shall be
cumnulative and concurrent and shall be in addition fo any other right, power and remedy
given hereunder, under any of the other Loan Documents or now or hereafter existing at
law, in equity or by statute. No delay or omission by Secured Party to exercise any right,
power or remedy accruing upon the occurrence of any Event of Default shall exhaust or
impair any such right, power or remedy or shall be construed to be a waiver of any such
Event of Default or an acquiescence therein, and every right, power and remedy given by
this Agreement and the other Loan Documents or to Secured Party may be exercised
from time to time and as often as may be deemed expedient by Secured Party.

(h) Secured Party shall not be required to marshal any present or future
coliateral security (including but not limited to this Agreement and the Collateral) for, or
other assurances of payment of, the Obligations or any of them or to resort to such
collateral security or other assurances of payment in any particular order, and all of its
rights hereunder and in respect of such collateral security and other assurances of
payment shall be cumulative and in addition to all other rights, however existing or
arising. To the extent that it lawfully may, each Debtor hereby agrees that it will not
invoke any law relating to the marshalling of collateral or any similar law that might
cause delay in or impede the enforcement of Secured Party's rights under this Agreement
or under any other instrument creating or evidencing any of the Obligations or under
which any of the Obligations is outstanding or by which any of the Obligations is secured
or payment thereof is otherwise assured, and, to the extent that it lawfully may, each
Debtor hereby irrevocably waives the benefits of all such laws.

13. Standards Relating to Exercise of Remedies.

(a)  To the extent that applicable law imposes duties on Secured Party to
exercise remedies in a commercially reasonable manner, each Debtor acknowledges and
agrees that it is not commercially unreasonable for Secured Party (1) to fail to incur
expenses reasonably deemed significant by Secured Party to prepare Collateral for
disposition or otherwise to complete raw material or work in process into finished goods
or other finished products for disposition, (2) to fail to obtain third party consents for
access to Collateral to be disposed of, or to obtain or, if not required by other law, to fail
to obtain governmental or third party consents for the collection or disposition of
Collateral to be collected or disposed of, (3) to fail to exercise collection remedies against
account debtors or other persons obligated in respect of Collateral or to remove liens or
encumbranices on or any adverse claims against Collateral, (4) to exercise collection
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remedies against account debtors and other persons obligated in respect of Collateral
directly or through the use of collection agencies and other collection specialists, (5) to
advertise dispositions of Collateral through publications or media of general circulation,
regardless of whether the Collateral is of a specialized nature, (6) to contact other
persons, regardless of whethier in the same business as such Debtor, for expressions of
interest in acquiring all or any portion of the Collateral, (7) to hire one or more
professional auctioneers to assist in the disposition of Collateral, regardless of whether
such Collateral is of a specialized nature, (8) to dispose of Collateral by utilizing Internet
sites that provide for the auction of assets of the types included in the Collateral or that
have the reasonable capability of doing so, or that match buyers and sellers of assets,

(9) to dispose of assets in wholesale rather than retail markets, (10) to disclaim
disposition warranties, (11) to purchase insurance or credit enhancements to insure
Secured Party against risks of loss, collection or dispesition of Cellateral or to provide to
Secured Party a guaranteed return from the collection or disposition of Collateral, or
(12) to the extent deemed appropriate by Secured Party, to obtain the services of brokers,
investment bankers, consultants and other professionals to assist Secured Party in the
collection or disposition of any of the Collateral.

(b}  Bach Debtor recognizes that, by reason of certain prohibitions and
limitations provided in the Securities Act of 1933, as amended (the "Securities Act"), and
applicable state securities laws, Secured Party may be required, in certain instances
regarding a sale of Collateral constituting investment property, instrtuments, accounts or
general intangibles, to limit purchasers to those who agree, among other things, to acquire
such Collateral for their own account, for investment and not with a view to the
distribution or resale thereof. Each Debtor acknowledges that any such private sales may
be at prices and on terms less favorable than those obtainable through a public sale
without such restrictions (including, without limitation, a public offering made pursuant
to a registration statement under the Securities Act), and, notwithstanding such
circumstances, each Debtor agrees that any such private sale shall be deemed fo have
been made in a commercially reasonable manner and that Secured Party shall have no
obligation to engage in public sales and no obligation to delay the sale of such Cellateral
for the period of time necessary to permit the issuer thereof to register such sale under the
Securities Act or under applicable state securities laws, even if such Debtor would agree
to do so.

(c) Each Debtor acknowledges that the purpose of this Section 13 is to
provide non-exhaustive indications of actions or omissions by Secured Party that would
not be commercially unreasonable in Secured Party's exercise of remedies with respect to
the Collateral, and that other actions or omissions by Secured Party shall not be deemed
commercially unreasonable solely on account of not being indicated in this Section 13.
Without lirnitation upon the foregoing, nothing contained in this Section 13 shall be
construed to grant any rights to Debtor or to impose any duties on Secured Party that
would not have been granted or imposed by this Agresment or by applicable law in the
absence of this Section 13.
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14.  Termination Statements. So long as any of the Obligations are outstanding or
there is any outstanding commitment of Secured Party to make an advance, incur an obligation
or otherwise give value, Secured Party shall have no obligation to release any of the Collateral or
to send or record a termination statement with respect to any financing statement filed to perfect
Secured Party's security interest(s) in any of the Collateral. Furthermore, each Debtor agrees that
notwithstanding the full satisfaction of the Obligations and the termination of any outstanding
commitment of Secured Party to make an advance, incur an obligation or otherwise give value,
Secured Party shall not be required to send any Debtor a termination statement with respect to
any financing statement filed to perfect Secured Party's security interest(s) in any of the
Collateral unless and until such Debtor shall have made an authenticated demand therefor. Upon
receipt of proper authenticated demand, Secured Party may at its option, in lieu of sending a
termination statement to such Debtor, cause said termination statement fo be filed with the
appropriate filing officer(s), and will notify such Debtor within a reasonable period of time after
taking such action.

15.  Debtors' Obligations Absolute, Etc. The obligations of Debtors under this
Agreement shall be absolute and unconditional in accordance with the terms hereof and shall
remain in full force and effect without regard to, and shall not be released, suspended,
discharged, terminated or otherwise affected by, any circumstance or occurrence whatsoever,
including, without limitation: (a) any change in the time, place or manner of payment of, or in
any other term of, all or any of the Obligations, any waiver, indulgence, renewal, extension,
amendment or modification of or addition, consent or supplement to or deletion from or any
other action or inaction under or in respect of this Agreement, the Loan Agreement, any of the
other Loan Dacuments or any other instrument or agreement referred to therein or any
assignment or transfer of any thereof; (b) any lack of validity or enforceability of this
Agreement, the Loan Agreement, any of the other Loan Documents or any other documents,
instruments or agreement referred to therein or any assignment or transfer of any thereof; (¢} any
limitation on any party's lability or obligations under any such instrument or agreement or any
invalidity or unenforceability, in whole or in part, of any such instrument or agreement or any
term thereof; (d) any furnishing of any additional security to Secured Party or its assignees or
any acceptance thereof or any release of any security by Secured Party or its assignees; (e) any
bankruptcy, insolvency, reorganization, composition, adjustment, dissolution, liquidation or
other like proceeding relating to Debtors, or any action taken with respect to this Agresment by
any trustee or receiver, or by any court, in any such proceeding, regardless of whether any
Debtor shall have notice or knowledge of any of the foregoing; (f) any exchange, release or non-
perfection of any security interest in any other collateral, or any release or amendment or waiver
of or consent to departure from any guarantee or security, for all or any of the Obligations; or
(=) any other circumstance that otherwise might constitute a defense available to, or a discharge
of any Debtor. Each Debtor agrees with Secured Party that each of the obligations and liabilities
of such Debtor to Secured Party under this Agreement may be enforced against such Debtor
without the necessity of joining any other Person as a party.

16.  Notices. All notices or other communications permiitted or required hereunder
shall be given in the form and manner and to the addresses set forth in the Loan Agreement.
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17.  Goveming Law: Consent to Jurisdiction. This Agreement shall be governed by
and construed according to the laws of the State of Tennessee. Each Debtor agrees that any suit
for the enforcement of this Agreement may be brought in the courts of Tennessee or any federal
court sitting therein, and consents to the non-exclusive jurisdiction of each such court and to
service of process in any such suit being made upon such Debtor by mail at the address specified
herein. Each Debtor hereby waives any objection that it may now or hereafier have fo the venue
of any such suit or any such court or that such suit is brought in an inconvenient court.

18.  Severability of Provisions. Any provision of this Agreement that is prohibited or
unenforceable with respect to any person or circumstance or in any jurisdiction shall, as to such
person, circumstance or jurisdiction, be ineffective only to the extent of such prohibition or
unenforceability without invalidating the remaining provisions of this Agreement or affecting the
validity or enforceability of such provision with respect to other persons or circumstances or in
auy other jurisdiction.

19. Counterparts. This Agreement may be executed in multiple countferparts or
copies, each of which shall be deemed an original hereof for all purposes. One or more
counterparts or copies of this Agreement may be executed by one or more of the parties hereto,
and some different counterparts or copies executed by one or more of the other parties. Each
counterpart or copy hereof executed by any party hereto shall be binding upon the party
executing same even though other parties may execuite one or more different counterparts or
copies, and all counterparts or copies hereof so executed shall constitute but one and the same
agreement. Each party hereto, by execution of one or more counterparts or copies hereof,
expressly authorizes and directs any other party hereto to detach the signature pages and any
corresponding acknowledgment, attestation, witness or similar pages relating thereto from any
such counterpait or copy hersof executed by the authorizing party and affix same to one or more
other identical counterparts or copies hereof so that upon execution of multiple counterparts or
copies hereof by all parties hiereto, there shall be one or more counterparts or copies hereof to
which is(are) attached signature pages containing signatures of all parties hereto and any
corresponding acknowledgment, attestation, witness or similar pages relating thereto.

20.  Joint and Several. In the event that Debtor consists of more than one person or
entity, the obligations of Debtors hereunder shall be joint and several, and all references herein to
"Debtor” shall refer to each of said persons or entities jointly and severally. This Agreement is
assignable by Secured Party, and any assignment of the Obligations or any portion thereof by
Secured Party shall operate to vest in the assignee the rights and powers of Secured Party
hereunder to the extent of such assignment.

71, Miscellaneous.

(a)  This Agreement binds and inures to the benefit of the parties and their
respective successors, successors-in-title and assigns, as applicable.

()  Neither this Agreement nor any provision hereof may be altered, amended,
modified or changed orally, but may be so altered, amended, modified or changed only
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by an instrument in writing signed by the party against whom enforcement of such
alteration, amendment, modification or change is sought.

(c) The headings in this Agreement and the usage herein of defined terms are
for convenience of reference only, and shall not be construed as amplifying, limiting or
otherwise affecting the substantive provisions hereof.

(d) Any reference herein to any instrument, docurnent or agreement, by
whatever terminology used, shall be deemed to include any and all past, present or future
amendments, restatements, modifications, supplements, extensions, renewals or
replacements thereof, as the context may require.

(e) All references herein to the preamble, the recitals or sections, paragraphs,
subparagraphs, annexes or exhibits are to the preamble, recitals, sections, paragraphs,
subparagraphs, annexes and exhibits of or to this Agreement unless otherwise specified.
The words "hereof”, "herein" and "hereunder" and words of similar import, when used in
this Agreement, refer to this Agreement as a whole and not to any particular provision of
this Agreement.

® When used herein, (1) the singular shall include the plural, and vice versa,
and the use of the masculine, feminine or neuter gender shall include all other genders, as
appropriate, (2} "include", "includes"” and “including” shall be deemed to be followed by
"without limitation” regardless of whether such words or words of like import in fact
follow same, and (3) unless the context clearly indicates otherwise, the disjunctive "or"
shall include the conjunctive "and".

(g) Any reference herein to any law shall be a reference to such law as in
effect from time to time and shall include any rules and regulations promulgated or
published thereunder and published interpretations thereof.

[Signatures Bepin Nex{ Page]

-23-
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IN WITNESS WHEREOF, Debtors and Secured Party have caused this Agreement to
be executed by their respective duly authorized officers or other duly authorized representatives
as of the day and year frst above written.

DEBTORS: PROPULSYS, INC,,
an Indiana corporation

py. (o Rttn R
Name:  harles 1. l"f\ochx, ir.
Title: Pres,;den+

WHITE DRIVE PRODUCTS, INC,,
a Kentucky corporation

Ry: Q,QL QJV(;—Q)—-Q- .
Name: va\.ei R . W\c«r“n )\SJ\\.‘ .
Title: __Pres cdhear

WH MANUFACTURING, INC,,
a Kentucky corporation

By: @«q—'& IZJIA—Q-Q—';E
Name:_( harles ¥ . tMadlad Je,
Title: _Yresiclent

TENACIS, INC.,,
a Kentucky corporation

By ( Dec R nr e}
Name:__( haples 16 Madddd, Je.
Title: __Pres, Aent

224
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LESSLABOR, INC.,
a Kentuclcy corporation

By: CQe - M{@*

Na;ne: Charles K. fY\acUu\,"’ r.
Title: _ President

SECURED PARTY: AMSOUTH BANK,
an Alabama banking corporation

By:
Name:
Title:
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LESSLABOR, INC.,
a Kentucky corporation

By:
Name:
Title:

SECURED PARTY: AMSOUTH BANK,
an Alabama banking corporation

By: < Z’?h \'/ng__h 7

Name: Jcwn fdazsek O,
Title: Sei

TRADEMARK
REEL: 003411 FRAME: 0670



Schedule 1

Trademarks and Trademark Licenses

ND

White Drive Products, Inc. TDS TURF DRIVE 76-561,002 November 20,2003
SYSTEMS

White Drive Products, Inc. ROLLER STATOR 1,466,962 December 1, 1987

White Drive Products, Inc. @‘*ﬂ 78-774,244 Decernber 15, 2005
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Schedule 2
Patents and Patent Licenses

All owned by White Drive Products, Inc.

United States

AGpanmbens

us 5,253,882 Molor with Symmelrdc Breking Sysigm

us 5,672,654 Increasad Capacily Velving Plates for a Hydraulic Maolor

Us {11/062,183} Increased Capzcity Valving Plates for a Hydraulic Molor

us 5,345,960 Increased Capacily Valving Plates for a Hydraulic Molor

S (G9rFa0,177) Dressing Whes! Syslem i

1) 6,338,672 Dressing Whest Syslem

Us 101073,520) Disg Spring Hydraulic Cluleh! Brake

Us 10/058,183) Mechanically Applied! Hydrauliczily Released Brake

Us 5,135 369 Device with Orbiting Valve Having g Seal Pision

us 5,165,880 Gerolor Device with Biased Crbillng Valve and Drain
Connezhion Thiough Waobbleslick

LS {10/474.110 Spe=d Sensor Flangs Assemblies

us {10/860,434 Wobblastick wilh Helix -

us 5213,343 Shaft Seal with Suppori Member and Backing Ring

Us 5,385,351 Removable Shait Seal

us 5,407,336 Hydraulic Molor

ys~ 5,505,597 Pressure Toleran! Balanced Motor Valve

Us 5,722,776 Shipping Bearing

Us 6,193,430 ‘| Hydraulic Malor Valve with Inlegral Case Draln

315 6,145,635 Spring Brake

us 170,616 Brake Reacllon Pin

Us 6,257,853 Hydraulic Molor with Pressure Compensating Manlfold

us - 5,355,342 Teelh for & Wohbleslick

Ug 5417.528 Methed for Making @ Wobblestlck

us 4,859,160 Culaway Rolor Geroior Device

us 5,155,808 Hydraulic Motor Piales

us - | 6425807 Mathed and Apparatus lor Grinding Rolors for Hydraullc
Molors and Apparatus Therefor

ts 6,923,712 iethod and Apparatus for Grinding Rolors for Hydmaullc
Holoss and Avparaius Therzior

us {114195,011} Melhod and Apparatus for Grinding Rolers for Hydraullc
Motors and Apparslus Therefor

LS | (11/125,397} Compact Inleoraled Brake System

Us 5,473.043 Reduced Size Hydraulic Molor

us {11/131,505) Balancing Plale-Shulile Bali

Us 5.086,34¢ Hytrautic Molor Lubricalion Psth .

s 4,877,383 Device Having a Sealed Conlrol Opering and an Orbiling
Valve :

s £,074,1688 Mulli-Plate Hydrsulic Molor Valve

us 6,623,260 | Mulliplate Hydraulic Motor Valve .

|us 5,080,567 Geralor Hydraulic Davice Maving a Seal with Sleel and
. Resilient Members
us 5,304,775 Hydrauiic Molor Seal
us §,137.252 Angular Pivoling Pawer Sleesring Device
TRADEMARK

REEL: 003411 FRAME: 0672



{Ap:
4,981,422

Géretcr Davice Having a Valve Opening Diamealer Smaller

Than the Drive Conneclion Diameler

Us 5,018,432 Hydroslatic Steering Device wilh a2 Radizlly Free Floating

) Valve Member

855 4,935,402 Hydrostatic Steering Davice Including a Gerolor Set

us 4,872,818 Rolary Gerotor Hydraulic Device with Fluid Contral
Passageways Through the Rotor

us 4,818,200 Hydrostalic Steering Device Having the Control Vaive within

) the Ralor

us 5,017,101 Seleclively Cperated Gerolor Davice

Us (11/088,669} Cam Assembly for Mechanical Conlrol of Vehicle Drive
Systems

us (B0/564,444}) Cam Assembly for Vanrzble Mechanical input Conirel of
Vehicle Drive Systems )

Us {11/180.512) Lingzr/Rotary Motion Acluator Mechanism

LS {11/083,030} Linear/Rotary Molion Acluaior Mechanism

Us {60/554.,073) Linear/Retary Malion Aclualor Mechanism

us {60/573,291) Hydrauiic volor & Brake Control Valve Circuil

us {11/004,484) Hydraulic Molar & Brake Conlrdl Sysiem and Method of
Conlrolling the Same

us {60/628,952) , Hydraulic Motor & Brake Contrel Valve Circuit Maniiold

Us (6/573.251) Hydraullc Molor & Brake Conlrel Valve Circult

Us {60/580.734} High Pressure Rolary Seel with Powdered Metal Case

us {11/188,084) Seal Assembly With Powdered Metal Support

Us {11/136,348) Uiniversal Drive Link Assembly

Us {60/624,629) Universal Link Drive

Us {60/624,613) Method for Impariing Resldual Compressive Stress in Metal
Parls

Us {60/647,73B} Anti-Surage Circuil for Hydraulically Powered Vehicle

us (60/677,775) Hydrauiic Molor with Integral Shock Valve to Reduce Pressure
Impulsa Spikes

Uus (11/009,850} Device for Tesling Magnelic Spead wnd Proximily Sensors

- - Used With Rokeling Machinery

Us (60/519,362} Device for testing hall-effect sensors

us (60/536,698) Hydraulic Molor wilh Shear Coupling for Oil Fisld
Tubing/Casing Applications

us {11/035,761) Hydraulic Motor with Shear Coupling

us {10/261,124) Distance Compensaling for Cluich/Brake and Method for

Dalermining Same
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Europe 2000911680 2M8/00 11714401 Malor with Symmelric Braking Systern
Europe 28800733 1/4/88 27101 Hydraulic Molor Plales
Europe 2003786572 11/4163 Bi24{05 Compaet Inlegraled Brake Sysiem
Europg 29901270 174/89 1053400 3130/05 Hydraulic Molor Lubricalion Palh
Europe 98917312 4/16/98 1071856 1431401 Mulli-Plate Hydrautic Molor Valve
PCT
WO 2000082513 2/15/00 WOZ00850784 | 8/31/00 Molor with Symmeiric Braking Syslem
WO g2U85446 71292 WO9301354 21/93 Gerolor Device with Biesed Orbiling
- Valve and Drain Conneclion Through
Wobbleslick
WO 20020511056 | 4/8/02 WO0200282088 | 10/1{7/02 Speed Sensor Flangs Assemblies
WO 9aus33 114188 WO8354585 10/28/93 Hydraulic Motor Valve with Intagrat
i Case Drain
WO aouUSE533 4116/89 I WQOUIb7545 12/20/08 Spring Brake
wo 2000082511 2/15/00 WO200048306 | Bi24/00 Brake Mechanisrn in Lifis
Wo 89us32 1/4/99 WG0554584 10/28/98 Hydraulic Motor Plates
wo Z000US11186 | 4/26/00 Wwo200068003 | 11/9/00 Method and Apparaius for Grinding
Rolors for Hydrauiic Molors and
Apparztys Therelor
WO 200315350871 | 1174103 WO2ZN0441609 | 52104 Compael Inlegszled Brake Sysiem
WG 20030535083 | 11/2/03 WO200441510 | §21/04 Hydraulle Head Brale
WG 990531 144199 W0A2835095 8/5/98 Hydraulie Molor Lubrication Palh
WG 8856532 4/16/88 WO0954505 10/28/99 Muolii-Plate Hydraulic Mviglor Valve
WO 20600314154 | 5123/00 WOZ00DT1B33 | 11/30/00 Prassure Compensation Mechanism far
Hydraulic Molor
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S

R e

: i) Vg B =i ..-JE =
2002538381 111202 WMoler wilh Symmeiric Braking System
88230154 2881437 215189 Culaway Rolor Gerolor Device
Japan 2004550456 | 11/3/D4 Compac! Integraled Brake Syslem
Japan 20330981 11/30/80 3225081 10/4/91 Reduced Slze Hydraulic Motor
Japan 2000529338 | 1/4/99 2002602006 1f22ig2 Hydraulle Molor Lubsication Path
Japan BB1B5GES 7127188 2881435 2/5/89 Closed Center Hydraulic Device
Japan 89317416 183 7217527 85195 Wethad of Production ‘of Rolors for
Rolery Molors
Japan 83502270 Fl2iaz 5501535 2017194 Gerolor Devica with Biased Orbiting
Valve and Drain Conneclion Through
Waobble Stick
Germany

4221720 712192 Gerolor Device wilh Bizsed Orbiling

Valve and Drain Connediion Through
Wobblestick

Germany | 4102465 1128191 ‘Reduced Size Hydraulic Molor

CGermany | 68024470 14799 65024470 Bl4las Hydraulic Maolor Lubrication Palh

Germany | 3824686 7120188 3824586 9/16/99 Closed Cenler Hydraulic Device

Germany [ 4428270 8/10/94 4428270 3(2i/96 Rotory Molor with Cover Mounied Feed

Germany | 19833678 7127198 19833678 927101 Plane Mlrror Conlrol Gerslar-Molor

Germeany | 4420270 610154 4420270 4/11/95 Gerolor Drive wilh Holding Funclion

Australia

L

Australia

it 17

4jis

oy

T iyl

)

saell

N Pt ]

C 2505176 11/4/03

Canada | 2024B47 or7ion 2024847 6/25/02 Reduced Size Hydmulls Molor
Canada | 573838 Bi2/88 1275858 11/6/90 Closed Center Hydraulic Device
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Greaf Britain

3D
PLELrant] Ry assEd fﬁ?ﬁé b S EtG T 33, S
Great 5015372 TH2/a0 2240365 1012/04 Raducad Size Hydraulic Molor
Brilain
Great 9316672 8/11/93 2288779 10712194 Reduted Size Hydraulic Molor
Britain .
Great 944872 315794 2275084 10/26/54 Reduced Size Hydraulle Molor
Brilain
Greal 8817253 7/20/88 2207705 371182 Closed Center Hydraulic Devica
Brilain
Greai 9110653 a/i6/91 2244097 311492 Closed Center Hydraullc Davice
Britain .

Brazil

427193

!

Cutaway Rotor Gerstor Device
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Schedule 3

Collateral Locations

Inventory Locatigns
Fimished good inventory held for Genie Industries:
Hogland Transfer Company, Inc.
6605 Hardeson Rd, Suite 101, Everett, WA 98203
Other inventory:
110 Bill Bryan Blvd, Hopkinsville, K, 42240

3303 Pembroke Road, Hoplinsville, KY, 42240

Equinment Locations

Equipment and Tooling:
110 Bill Bryan Blvd, Hopkinsville, KY, 42240

3303 Pembroke Road, Hopkinsville, KY, 42240

Tooling Locations:

Tooling is held at various casting, stamping, forging and bearing companies.

Banking and Investment Accounts other than with AmSouth:

Bank account, US Bark, Hopkinsville, Kentucky
Barik account, HSBC, Hong Kong
Bank account, Deutche Bank, Germany

Investment account, USB, Nashville, Tennessee

26328974

RECORDED: 10/18/2006
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