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I T P AGREEMEN

by Cline Cellarg, Inc,

This Intellectual Property Security Agreement (the “Agresment’) Is made as of August 25, 2009, by and
between Cline Cellars, Inc., a California corporation (*Grantor), and Comerica Bark, a Texas banking association
("Securad Party™}.

BECITALS

A Secured Party has agreed to make certain advances of mongy and to extend certain financial
accommodations to Grantor (the “Financial Accommodations™), including but not limited to that set forth in that
certain First Amended and Restated Loan and Security Agreement (Accounts and Inventory), dated as of August
25, 2009&ndvaﬁomotherdomnents(coﬂeﬁmly,me'LoanAgmermnt'). All capitalized terms usaed herein
without definition shell have the meanings ascribed to them in the Loan Agreement.

8. Secured Party is willing to make the Financial Accommodations to Grantor, but only upon the
condition, among others, that Grantor shall grant to Secured Party a security interest in all of Grantor's right title,
and interest in, to and under all of the Collaterai whether presently existing or hereafter acquired.

NOW, THEREFORE, THE PARTIES HERETO AGREE AS FOLLOWS:

1. Grant of Secyrity Interest As collateral security for the prompt and complete payment and
performance of all of Grantor's present or future indebtedness, obligations and liabilities to Secured Party, Grantor
hmygrantsasecuﬁtyintemstandmongagetoSewdearty,assewﬁty. in and to Grantor's entire right, title
and interest in, to and under the following (all of which shall collectively be called the "Collateral”):

(a) Any and all copyright rights, copyright applications, copyright registrations and like
protections in each work or authorship and derivative work thereof, whether published or unpublished and whether
ornotmesamalsoconaﬁmtesauadeaeaet,nworheremmsﬁng. created, acquired or held, including
without limitation those set forth on Exhibit A attached hereto (collectively, the “Copyrights”™);

{b) Any and all trade secrets, and any and all intellectual property rights in computer
software and computer software products now or hereafter existing, created, acqulred or held;

(c) Any and all design rights which may be avadable to Grantor now or hereafter existing,
created, acquired or held;

(d) All patents, patent applications and like protections induding without limitation
improvements, divisions, continuations, renewals, reissues, extensions and continuations-in-part of the same,
including without limitation the patents and patent applications set forth on Exhibit B attached herato ( ively,
the "Patents®);

(&) Any trademark and servicemark rights, whether registered or not, applications to register
and reglstrations of the same and like protections, and the entire goodwill of the business of Grantor connected with
and symbolized by such trademarks, including without limitation those set forth on Exhibit C attached hereto
(collectively, the “Trademarks™);

(f) Any and all claims for damages by way of past, present and future infringement of any of
the rights included above, with the right, but not the obligation, to sue for and collect such damages for said use or
infringement of the intellectual property rights identified above:

(9) Alt licenses or other rights to use any of the Copyrights, Patents or Trademarks, and all
license fees and royalties arising from such use to the extent permitted by such ficense or rights;

(h) All emendments, renswals and extensions of any of the Copyrights, Trademarks or
Patents; and

(i) All proceeds and products of the foregoing, including without limitation ail payments
under insurance or any indemnity or warranty payable in respect of any of the foregoing.
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2, Authorizgtion and Request. Grantor authorizes and requests that the Register of Copyrights and
the Commissioner of Patents and Trademarks record this security agreement.

3. Covenants and Warmanties. Grantor represents, warrants, covenants and agrees as follows;

(a) Grantor is now the sole owner of the Collateral, except for non-exclusive licenses granted
by Grantar to its customers in the ordinary course of business;

(b} Performance of this Agreement does not conflict with or result in a breach of any
agreement to which Grantor is party or by which Grantor Is bound;

(¢ During the term of this Agreement, Grantor will not transfer or otherwise encumber any
interest in the Collateral, except for non-exclusive licenses granted by Grantor in the ordinary course of business or
as set forth in this Agreement;

(d) To its knowledge, each of the Patents is valid and enforceable, and no part of the
Collateral has been judged invalid or unenforceable, in whole or in part, and no daim has been made that any part
of the Collateral violates the rights of any third party;

(e) Grantor shall deliver to Secured Party within thirty (30) days of the last day of each fiscal
quarter, a report signed by Grantor, in form reasonably acceptable to Secured Party, listing any applications or
registrations that Grantor has made or filed in respect of any patents, copyrights or trademarks and the status of
any outstanding applications or registrations. Grantor shall promptly advise Secured Party of any material change
in the composition of the Collateral, including but not limited to any subsequent ownership right of the Grantor in or
to any Trademark, Patent or Copyright not specified in this Agreement;

Wl Grantor shall (i) protect, defond and maintain the validity and enforceability of the
Trademarks, Patents and Copyrights, (i} use its best efforts to detect infringements of the Trademarks, Patents and
Copyrights and promptly advise Secured Party in writing of material infringements detected, and (iii) not aliow any
Trademarks, Patents or Copyrights to be abandoned, forfeited or dedicated to the public without the written consent
of Secured Party, which shall not be unreascnably withheld;

(9) This Agreement creates, and in the case of after acquired Coltateral, this Agreement will
creats at the time Grantor first has rights in such after acquired Collateral, in favor of Secured Party a valid and
perfacted first priority security interest in the Collateral in the Unifed States securing the payment and performance
of the obligations evidenced by the Loan Agreement upon making the filings referred to in clause (i} below;

{h) To its knowledge, except for, and upon, the filing with the United States Patent and
Trademark office with respect to the Patents and Trademarks and the Register of Copyrights with respect to the
Copyrights necessary to perfect the security interests created hareunder, and except as has been alrsady made or
obtained, no authorization, approval or other action by, and no notice to or filing with, any United States
governmental authority or United States regulatory body is raquired either (i) for the grant by Grantor of the security
interest granted hereby or for the execution, delivery or performance of this Agresment by Grantor in the United
States or (If) for the perfection in the United States or the exercise by Secured Party of Its rights and remedies
hereunder;

(i) All information heretofore, herein or hereaﬂer supplied to Secured Party by or on behslf
of Grantor with respect to the Collateral is accurate and complete in all material respects;

()] Grantor shall not enter into any agresment that would materially impair or conflict with
Grantor's obligations hereunder without Secured Party's prior written consent, which consent shall not be
unreasonably withheld. Grantor shall not permit the incluslon in any material contract to which it bacomes a party
of any provisions that could or might in any way prevent the creation of a security interest in Grantor's rights and
interests in any property included within the definition of the Collateral acquired under such contracts; and

(K) Upon any executive officer of Grantor obtaining actual knowledge thereof, Grantor will
promptly notify Secured Party in writing of any event that materially adversely affects the value of any Collateral,
the ability of Grantor to dispose of any Coliateral or the rights and remedies of Secured Party in relation thereto,
including the levy of any legal process against any of the Collateral,

4, Secyred Party’s Rights. Secured Party shall have the right, but not the obligation, to take, at
Grantor's sole expense, any actions that Grantor is required under this Agreement to take but which Grantor falls to
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take, after fifleen (15) days' notice to Grantor. Grantor shall reimburse and indemnify Secured Party for all
reasonable costs and reasonable expenses incurred in the reasonable exercise of its rights under this section 4.

ion Rights. Grantor hereby grants to Sacured Party and ifs employees, representatives
andagentsthenghttovislt, during reasonable hours upon prior reasonable written notica to Grantor, anyof
Grantor's plants and fadilities that manufacture, install or store products (or that have done so during the prior
six-month period) that are sold utilizing any of the Collateral, and to inspect the products and quality control records
reiaﬂngmmtouponreasonablewﬁttennoticehoGra:ﬁorandasoﬂenasmaybereasonablyrequested

(@ On a continuing basis, Grantor wiil make, execute, acknowledge and deliver, and file and
record In the proper filing and recording places in the United States, all such instruments, including appropriate
financing and continuation statements and collateral agreements and filings with the United States Patent and
Trademark Office and the Register of Copyrights, and take all such action as may reasonably be deemed
necessary of advisable, or as requested by Secured Party, to perfect Secured Party's security interest in all
Copyrights, Patents and Trademarks and otherwise to carry out the intent and purposes of this Agreement, or for
assuring and confirming to Secured Party the grant or perfection of a security interest in all Collateral.

) Grantor hereby irmevocably appoints Secured Party as Grantor's attomey-in-fact, with full
authority in the place and stead of Grantor and In the name of Grantor, from time to time in Secured Party's
discretion, to take any action and to axecute any instrumant which Secured Party may deemn necessary or advisable
to accomplish the purposes of this Agreement, induding (1) to modify, in its sole discretion, this Agresrment without
first obtaining Grantor's approval of or signature to such modification by amending Exhibit A, Exhibit B and
Exhibit C, therecf, as appropriate, to Include reference to any right, title or interest in any Copyrights, Patents or
Tradernarks acquired by Grantor after the execution hereof or to delete any reference to any right, title or intarest in
any Copyrights, Patents or Trademarks in which Grantor no konger has or claims any right, title or interest, (i) to
file, in its sole discretion, one or more financing or continuation statements and amendments thereto, rekative to any
of the Collatersl without the signature of Grantor where permitted by law and (iif) after the occutrence of and during
the continuance of an Event of Default, to transfer the Collateral into the name of Secured Party or a third party to
the extent permitted under the California Uniform Commercial Code.

7. Events of Default The occurrence of any of the following shall constitute an Event of Default
under the Agreement:

(a) An Event of Default occurs under the Loan Agresment; or

{b) Grantor breaches any wamanty or agreement made by Grantor in this Agreement and,
as to any breach that is capable of cure, Grantor fails to cure such breach within five (5) days of the occurrence of
guch breach.

8. BM- Upon the occurence and continuance of an Event of Default, Secured Party shall
have the right to exercise all the remedies of a secured party under the California Uniform Commercial Code,
induding without limitation the right to require Grantor to assemble the Collateral and any tangible property in which
Secured Party has a security interest and to make it avallable to Secured Party at & place designated by Secured
Party. Secured Party shall have a nonexclusive, royalty free ficense to use the Copyrights, Patents and Trademarks
to the extent reasonably necessary to permit Secured Party to exercise its rights and remedies upon the occummence
and continuance of an Event of Default. Grantor will pay any expenses (including reasonable attormeys’ fees)
incurred by Secured Party in connection with the exercise of any of Secured Party’s rights hereunder, including
without limitation any expense incurred in disposing of the Callateral. All of Secured Party’s rights and remedies
with respect to the Collateral shall be cumulative.

8. Indemnity. Grantor agrees to defend, indemnify and hold harmiess Secured Party and its officers,
employees, and egents against (a) all obligations, demands, daims, and liabiliies clalmed or asserted by any
other party in connection with the transactions contemplated by this Agreement, and (b) all losses or expanses in
any way suffered, incurmed, or paid by Secured Party as a result of or in any way arising out of, following or
consequential to transactions between Secured Party and Grantor, whethsr under this Agreement or otherwise
(including without limitation reasonable attorneys' fees and reasoneble expenses), except for losses arising from or
out of Secured Party’s gross negligence or wiltful misconduct.

10, Gourse of Dealing. No course of dealing, nor any failure to exercise, nor any delay in exercising
sny right, power or privilege hereunder shall operate as a waiver thereof.
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1. Atformeys’ Fees. If any action relating to this Agresment is brought by either party hersto against
the other party, the prevalling party shall be entitied to recover reasonable attomeys’ fees, costs and disbursements,

12, Amendmenis. This Agreement may be amended only by a written instrument signed by both
parties hereto.

13. Gounterparts. This Agreement may be executed in two or more counterparts, each of which shall
be deemed an original but all of which together shall constitute the same instrument.

14, California_Law_and Jurisdigtion: Jury Waiver. This Agreement shall be govemed by, and
construed in accordance with, the interal laws of the State of California, without regard to principles of canflicts of
law. Jurisdiction shall lie In the State of California. THE UNDERSIGNED ACKNOWLEDGE THAT THE RIGHT TO
TRIAL BY JURY IS A CONSTITUTIONAL ONE, BUT THAT IT MAY BE WAIVED UNDER CERTAIN
CIRCUMSTANCES. TO THE EXTENT PERMITTED BY LAW, EACH PARTY, AFTER CONSULTING (OR HAVING
HAD THE OPPORTUNITY TO CONSULT) WITH COUNSEL OF ITS, HIS OR HER CHOICE, KNOWINGLY AND
VOLUNTARILY, AND FOR THE MUTUAL BENEFIT OF ALL PARTIES, WAIVES ANY RIGHT TO TRIAL BY JURY
IN THE EVENT OF LITIGATION ARISING OUT OF OR RELATED TO THIS AGREEMENT OR ANY OTHER

DOCUMENT, INSTRUMENT OR AGREEMENT BETWEEN THE UNDERSIGNED PARTIES.

15.  REFERENCE PROVISION,

15.1 In the event the Jury Trial Waiver set forth above is not enforceable, the parties elect to
proceed under this Judicial Reference Provision,

15.2  With the exception of the items specified in clause (¢), below, any controversy, dispute or
claim (each, a “Claim”) between the parties arising out of or relating to this Agreement or any other document,
instrument or agreement beiween the undersigned parties (colectively in this Section, the *Loan Documents”), wiil
be resolved by a reference proceeding in California in accordance with the provisions of Sections 638 et seq. of the
California Code of Civil Procedure ("CCP”), or their successor sections, which shall constitute the exclusive remedy
for the resolution of any Claim, Including whether the Claim is subject to the reference proceeding. Except as
otherwise provided in the Loan Documents, venue for the reference proceeding will be in the Superior Court in the
County where the real property invotved in the action, if any, is located or in a County where venue is otherwise
appropriate under applicable law (the “Court”).

153  The matters that shall not be subject to a reference are the following: (i) foreclosure of
any security interests in real or personal property, (i) exercise of seif-help remedies (including, without limitation,
sat-off), (i) appointment of a receiver and (iv) temporary, provisional or ancillary remedles (Including, without
limitation, writs of attachment, writs of possession, temporary restraining orders or preliminary injunctions). This
Agreement does not limit the right of any party to exercise or oppose any of the rights and remedies described in
clauses (i} and (ii) or to seek or oppose from a court of competent jurisdiction any of the tems described in clauses
{iii) and (iv). The exercise of, or opposition to, any of those items does not waive the right of any party to a
reference pursuant to this Agresment. .

154  The referee shall be a retired Judge or Justice selected by mutual written agreement of
the parties. If the parties do not agree within ten (10) days of a written request to do so by any parly, then, upon
request of any party, the referee shall be selacted by the Presiding Judge of the Court (or his or her representative).
A request for appointment of a referee may be heard on an ex parte or expedited basis, and the parties agree that
ireparable harm would result if ex parte relief is not granted.

155  The parties agree that time is of the essence in conducting the reference procesdings.
Accordingly, the referee shall be requested, subject to change in the time periods specified herein for good cause
shown, to (i) set the matter for a status and trial-setiing conference within fitsen (15) days after the date of
selection of the referee, (il} If practicabie, try all issues of law or fact within one hundred twenty (120) days after the
date of the conference and (iii) report a statement of decision within twenty (20) days after the matter has been
submitted for decisfon.

156  The referee will have power to expand or limit the amount and duration of discovery.
The referee may set or extend discovery deadlines or cutoffs for good cause, including a party’s failure to provide
requested discovery for any reason whatsoever. Unless otherwise ordered based upon good cause shown, no party
shall be entitled to “priority” in conducting discovery, depositions may be taken by either party upon seven (7) days
written notice, and all other discovery shall be responded to within fifteen (15) days after service. All disputes
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relating to discovery which cannot be resolved by the parties shal be submitted to the referee whose decision shall
be final and binding.

, 15.7  Except as expressly set forth In this Agreement, the referee shall determine the manner
in which the reference proceeding is conducted Including the time and place of hearings, the order of presentation
of evidence, and all other questions that arise with respect o the course of the reference proceeding. Al
proceedings and hearings conducted before the referee, except for trial, shall be conducted without a court reporter,
except that when any party so requests, a court reporter will be used at any hearing conducted befors the referee,
andtherefemewillbepm\édedacoumesycopyofﬂweh'anscript_Thepartymaldng such a request shall have the
obligation to amange for and pay the court reporter. Subject to the referee’s power to award costs to the prevailing
party, the parties wikl equally share the cost of the referee and the court reporter at trial.

15.8 Themfemesha!lberequiredtodetennlneaﬂissuesinaccofdmoemexistingcaselaw
andthestah.:torylawsoftheStateofCalifomia.ﬂnrulesofevidenceapplicabletoprweedingsatlawinmesmte
of Califomia will be applicable to the reference proceeding. The referee shall be empowered to enter equitable as
well as logal relief, enter equitable orders that will be binding on the parties and rule on any motion which wouid be
authorized in a court proceeding, including without limitation motions for summary judgment or summary
adjudication.Therefereeshalissueadecisimatﬂredoseofﬂrerehtenoepmceedingwhichdhposesofaﬂdaims
of the parties that are the subject of the reference. Pursuant to CCP § 644, such decision shall be entered by the
Counasa]udgmentoranorderinmesamemamerastfﬂ'oeacﬁonhadbaentﬁedbytheCaurtandanysudl
decision will be final, binding and conclusive. The parties reserve the right to appeal from the final judgment or
order or from any appealable decision or order entered by the referes. The parties reserve the right to findings of
fact, conclusions of laws, a wiitten statement of decision, and the right to move for a new trial or a different
judgment, which new trial, if granted, is also to be a reference proceeding under this provision.

15.8  If the enabling legislation which provides for appointment of a referee is repealed (and no
successor statute is enacted), any dispute between the paries that would otherwise be determined by refarence
procedure will be resolved and determined by arbitration. The arbitration will be conducted by a retired judge or
Justics, in accordance with the California Arbitration Act §1280 through §1294.2 of the CCP as amended from time
to time. The limitations with respect to discovery set forth above shall apply to any such arbitration proceeding.

1510 THE PARTIES RECOGNIZE AND AGREE THAT ALL CONTROVERSIES, DISPUTES
AND CLAIMS RESOLVED UNDER THIS REFERENCE PROVISION WALL BE DECIDED BY A REFEREE AND
NOT BY A JURY. AFTER CONSULTING (OR HAVING HAD THE OPPORTUNITY TO CONSULT) WITH
COUNSEL OF ITS, HIS OR HER OWN CHOICE, EACH PARTY KNOWINGLY AND VOLUNTARILY, AND FOR
THE MUTUAL BENEFIT OF ALL PARTIES, AGREES THAT THIS REFERENCE PROVISION WILL APPLY TO
ANY CONTROVERSY, DISPUTE OR CLAIM BETWEEN OR AMONG THEM ARISING OUT OF OR IN ANY WAY
RELATED TO, THIS AGREEMENT OR THE OTHER LOAN DOCUMENTS.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the day and year first above
written.

Address of Grantor:

24737 Amold Drive
Sonoma, Califomia 85476

SECURED PARTY:
Address of Secured Party: COMERICA BANK
Comerica Bank
Livonia Operations Center By:
39200 Six Mile road Misako Noda Stewart
Mail Code 7512 First Vice President — Western Market

Livonia, Michigan 48152
Attn: Credit Manager
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relating to discovery which cannot be resolved by the parties shall be submitted to the referee whose decision shall
be final and binding.

16.7 Excapt as expressly set forth in this Agreement, the referse shali determine the manner
in which the reference proceeding is conducted including the time and piace of hearings, the order of presentation
of evidence, and all cther questions that arise with respect to the course of the reference proceeding. All
proceedings and hearings conducted before the referee, except for trial, shall be conductad without a court reporter,
except that when any party so requests, a court reporter will be used at any hearing conducted before the referes,
and the referee will be provided a courtesy copy of the transcript. The party making such a request shall have the
obligation to arrange for and pay the court reporter. Subject to the referee’s power to award costs to the prevailing
party, the parties will equally share the cost of the referse and tha court reporter at triaf.

15.8 The referee shali be required to determine all issues in accordance with existing case law
and the statutory laws of the State of California. The ruies of evidence applicable to proceedings at law in the State
of California wiii be applicable to the reference proceeding. The referee shall be empowered to enter equitable as
well as legal relief, enter equitable orders that will be binding on the parties and rule an any motion which would be
authorized in a court proceeding, including without limitation motlons for summary judgment or summary
adjudication. The referee shall issue a decision at the close of the reference proceeding which disposes of all claims
of the parties that are the subject of the reference. Pursuant to CCP § 644, such decision shall be entered by the
Court as a judgment or an order in the same manner as if the action had been tried by the Court and any such
decision will be final, binding and conciusive. The parties reserve the right to appeal from the final judgment or
order or from any appealable decision or order entered by the referee. The parties reserve the right to findings of
fact, conclusions of laws, a written statement of decision, and the right to move for a new trial or a different
judgment, which new trial, if granted, Is also to be a referance proceeding under this provision.

15.9 If the enabling legislation which provides for appointment of a referee is repealed (and no
successor statute Is enacted), any dispute between the parties that would otherwise be determined by reference
procedure will be resolved and determined by arbitration. The arbitration will be conducted by a refired judge or
Justice, in accordance with the California Arbitration Act §1280 through §1294.2 of the CCP as amended from time
to time. The limitations with respect to discovery set forth above shall apply to any such arbitration proceeding.

16.10 THE PARTIES RECOGNIZE AND AGREE THAT ALL CONTROVERSIES, DISPUTES
AND CLAIMS RESOLVED UNDER THIS REFERENCE PROVISION WILL BE DECIDED BY A REFEREE AND
NOT BY A JURY. AFTER CONSULTING (OR HAVING HAD THE OPPORTUNITY TO CONSULT) WITH
COUNSEL OF ITS, HiS OR HER OWN CHOICE, EACH PARTY KNOWINGLY AND VOLUNTARILY, AND FOR
THE MUTUAL BENEFIT OF ALL PARTIES, AGREES THAT THIS REFERENCE PROVISION WILL APPLY TO
ANY CONTROVERSY, DISPUTE OR CLAIM BETWEEN OR AMONG THEM ARISING OUT OF OR IN ANY WAY
RELATED TQ, THIS AGREEMENT OR THE OTHER LOAN DOCUMENTS,

IN WITNESS WHEREOF. the parties hereto have executed this Agreament on the day and year first above

written.
GRANTOR:
Address of Grantor; CLINE CELLARS, INC.,
a California corporation
24737 Arnold Drive
Sonoma, California 95476 By:
Frederic T. Cline
President
SECURED PARTY:
Address of Secured Party: COMERICA BANK
Comerica Bank \\MMK‘
. . \—-——-—-—N__
Livonia Operations Center By:
39200 Six Mile road Misako Noda Stewart
Mail Code 7512 First Vice President — Western Market

Livonia, Michigan 48152
Attn: Credit Manager
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with a copy to:

Comerica Bank

Two Embarcadero Center, Suite 300
San Francisco, California 94111
Altn: Miseko Noda Stewart
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EXHIBIT A
Copyrights
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None
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EXHIBT C

Trademarks
Description Registration/Application Registration/Application
Number Pate

Pashmina 3,370,710 01/15/2008

Cashmere 3,137,931 09/05/2006

Qakley 3,061,791 02/28/2006

Cline Cellars 2,549,443 03/19/2002
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