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Entity Type: CORPORATION: OHIO

PROPERTY NUMBERS Total: 14
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SECURITY AGREEMENT
{%1,835.000 Non-Revolving Line of Credit Converting To Term Loan)

As of July 18, 2814, for value received, the undersigned, SHORT'S BREWING COMPANY, &
Michigan corporation (“Bebtor™) grants to FIRSTMERIT BANK, N.A ., a Naticnal Basking Association
{“Bank” or “Lender’™, whose address i3 Two Towne Square, Fifth Floor, Southiield, Michigan 48078, 3
continuing sacurity interest and len {any p}“ei,g,e assignment, security interest or other flen arising
hereunder is somctimes referred to herein as a “security interesi™} in the Collateral {as defined below) to
seoure payment when due, whether by statad maturity, demand, scocleration or otherwise, of the ferm
loan in the original principal amount of $1,835,000.00 {as amended from time to time) as evidenced by a
Commercial Draw Note {Non-Revolving Line of Credit Converting To Term Loan) (the "Note™) of aven
date herewiih (the “Indebiedness”™) o ihp Hank of Debtor and 8BC Manasgement LLC, a Michigan
Hmited lHability company {the “Borrewer”™).  Indebiedness inchudes vn.hout fimit any and all
indebtedness {as defined in the Note), obligations or Habilities of Debtor andfor Borrower to the Bank,
whether absolute or contingent, direct or indirect, voluntary or invelumtary, Hauidated or unliguidated,
joiat or several, known or unknown; any and all obligations or ligbilities for which Debtor and/or
Borrower would otherwise be Hable to the Bank were i not for the invalidity or unenforceability of them
by reason of any bankrupioy, insolvency or other law, or for any other reason; any and all amendments,
modifications, renewals andfor extensions of any of the above; all costs inourred by Bank in establishing,
determining, continuing, or defonding the validity or priority of its security interest, or in pursuing iis
rights and remedics under this Agreement or under any other agreement betwesn Bank and Debior or in
conngction with any procesding involving Bank 3s a result of any financial accommodation to Debtor
and/or Borrewer; and all other costs of collecting Indebtedness, inchuding without Himit attorney fees,
Cwbtor andior Borrewer sgrees o pay Bank all such cosis incurred By the Bank, immedistely upon
demand, and unti} paid all costs shall bear interest al the bighest per anbum rate applicable to any of the
Indebtednoss, but not in excess of the maximurs rate permitted by law. Any reference in this Agresment
to attorney fees shall be deemed a reference o reasonable foes, costs, and expenses of both in-house and
outside counsel and parslegals, whether or not a suit or setion is instituted, and to court costs if a suit or
action s instifuted, and whether attorney fees or court costs are incurred at the trial court level, on appeal,
in a bankrupicy, administrative or probate proceeding or otherwise, Debior further covenants, agrees and
represents as follows:

i. Collatoral. Collateral shall mean all of the following property Diebior now or later owns

or has an interast in, wherever located:

{a} Al intelleciual property, inchluding without Urniiation, all copyright, patent,
trademark, service mark and other applications filed and o be filed therefor, all copyright, trademark and
service mark registrations and patents obtained and to be obtained therefor; all other rights provided under

he ans of the Uniied Z‘)idf-.,.,, the indi 'idmi smles and forsign 'urisdiction‘ r:izating theretn in which

A hex cm ;‘the “ En&eﬂecmai i’mper 2}"’), and

{b} all  additions, attachwments, accessions, parts, replacements, substilulions,
renewals, interest, dividends, distributions, rights of any kind (ncluding but not limited 1o siock aplits,
stock rights, voling and preferential righte}. products, and procesds of or pertaining fo the above
including, without Jimit, cash or other property which were proceeds and are recovered by & bankrupicy
trustee or otherwise as a preferential transfer by Debior,

b the definition of Collateral, a reference to a type of collateral shall not be limited by a separate
reference (o a more specific or narrower type of that collateral.
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2. Warrantiss, Covenants_and _Agreements.  Debior warrants, covenanis and agrees as
folfows:

-

2.1 Debior shall furnish o Bank, in form and at intervals as Bank may request, amy
information Bank may reasonably request and allow Band o examine, inspect, and copy any of Debtor’s
books and records.  Debtor shali, at the request of Bank, mark itz records and the Collaters! to clearly
indicate the security interest of Bank under this Agresment.

2.2 At the time any Collzteral becores, or is represenied 1o be, sublect to a security irderest
in faver of Bank, Debtor shall be desmed 1o have warrgnted that {a} Debior is the lawful owner of the
Collateral and has the right and authority {0 subject # to 3 security inferest granted 1o Bank; (b} none of
the Collateral is sublect to any security interest other than that in favor of Bank; (¢} there are no financing
statements on file, other than in favor of Bank; {d) no person, other then Bank, has possession or control
{as defined in the Uniform Commercial Code) of any Collateral of such nature that perfection of a
securily elerest may be accomplished by controb; and {¢) Debtor acquired its rights in the Collateral in
the ordinary course of its business,

23 Debtor will keep the Oollateral free at all thmes from all claims, lens, security inferests
and encumbrances other than those in faver of Bark. Debtor will not, withow! the pricr written consent of
Bank, sell, franafer or lease, or permit {0 be sold, transferred or feased, any or all of the Collateral. Bank
or is representatives may at all reasonable times inspect the Collateral and may enter upon all premises
where the Collateral is kept or might be lopated.

2.4 Debtor will do ail acts and will execute or cause to be executed all writings requesied by
Bank to establish, maintain and continue an exclusive, perfected and first security inferest of Bank in the
Collateral. Debior agrees that Bank has no obligation o acquire or perfect any Hen on or seourity interest
in any assei(s), whether realty or personalty, to secure payviment of the Indebtedness, and Debior is nat
relying upon assels in which the Bank may have a Hen or security imlerest for payment of the
Indebtedness,

24 Debtor will pay within the time that they can be paid without interest or penalty alf taxes,
assessments and similar charges which at any {ime s or may becomse a Hen, charge, or encumbrance
upon any Collateral, except to the extent contested in good faith and bonded in & manner satisfactory fo
Banrk. 1 Debtor fails to pay any of these taxes, assessments, or other charges in the time provided above,
Bank has the option {but not the obligation) to do so and Debtor agrees o repay all amounts so expended
by Bank immediately upon demand, together with inferest at the highest lawful defaukt rate which ecould
be charged by Bank on any Indebtedness.

2.6 Bebtor will keep the Collateral in good condition and will protect it from toss, damage, or
detertoration from any cause. Deblor has and will mainiain at all thines {a) with respect 1o the Collateral,
insurance under an “all risk™ polisy against fire and other risks customarily insured against, and (b} public
Hability insurance and other insurance as may be required by law or reasonably required by Bank, all of
which insurance shall be in amount, form and content, and writien by companies as may be satisfactory to
Bank, containing a lender’s foss payable endorsement acceptable 1o Baok. Debior will defiver 1o Bank
immediately upon demand evidence satisinctory to Bank that the reguired insurance has been prosured,
Debior falls 1o mainiain satisfactory insurance, Bank has the option (but not the obligation} to do 50 and
Debior agrees o repay all amounis 50 sxpended by Bank immediately upon demand, together with
interest ai the highest fawfal default rate which could be charged by Hank on any Indebtedness,

27 intentionally omitted.
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2.8 Debtor at all times shall be o sirict compliance with all applicable {aws, incloding
without Hmit any laws, ordinances, divectives, crders, statutes, or regulations an object of which is (o
regulate or improve health, safety, or the environment “Environmental Laws™).

R If Bank, acting in its sole discretion, redelivers Collateral {0 Debior or Debioer’s designes
for the purpose of (g} the ultimate sale or exchange thereofl or (b} presentation, collection, renewal, or
registration of ransier thereof; or () foading, unloading, storing, shipping, transshipping, manufacturing,
processing or otherwise dealing with it prefiminary to sale or exchange; such redelivery shall be in trust
for the benefit of Bank and shall not constitute 3 release of Bank's security bnterest in it or in the proceeds
or products of it uniess Bank specifically so agress in writing. If Debior reguesis any such redelivery,
Debtor will deliver with auch reguest a duly exccuted finencing siatement in fonm and substance
satisfactory 1o Bank. Any procceds of Coellateral coming into Debtor’s possession as a reault of any such
redelivery shall be held in trusy for Bank and immedistely delivered to Bank for aspplication on the
Indebtedness. Bank may {n its sole discretion) deliver any or all of the Collateral to Debtor, and such
delivery by Bank shall discharge Bank from all Hability or responsibility for such Collateral. Bank, at its
option, may reguire delivery of any Collateral to Bank at any time with such endorsements or assigrnents
of the Collateral as Bank may request.

2,16 Ay any time and without notice, Bank may {a} cause any or all of the Collateral fo be
transferred o its name or o the name of U5 nominess; (b) receive or collect by legal proceedings or
otherwise all dividends, interest, principal payments and other sums and all other distributions at any time
payable or receivable on account of the Collateral, and hold the same as Collateral, or apply the same o
the Indebtedness, the manner and distribution of the applicatien 10 be in the sole diseretion of Bank; ()
erter into any extension, subordinalion, reorpanization, deposit, merger or conselidation agresment or any
ather agreement relating o or affecting the Collateral, and deposit or surrender controd of the Collateral,
and accept other property in exchange for the Collateral and hold or apply the property or money so
received pursuant to this Agreement; and {d) take such sctions in is own name or in Debior’s name as
Bank, in its sole discretion, desims necessary or appropriate to establish exclusive control {as defined in
the Uniform Commercial Code} over any Collateral of such nature that perfection of Bank's secunity
interest may be accomplished by control.

281 Baok may assige any of the Indebtedness and defiver any or all of the Collateral to s
assignee, who then shall have with respect 1o Collateral so delivered all the rights and powers of Band
under this Agreement, and after that Bank shall be fully discharged from all Hability and responsibility
with respect to Cotlateral so delivered.

212 Debtor delivers this Agresment based solely on Bebior's independent investigation of {or
decision not to investigate) the financial condition of Borrower and is not relying on any information
furnished by Bank. Debtor assumes {ull responsibitity for obtaining any further information concerning
the Borrower's financial condition, the status of the indebledness or any other matter which the
undersigned may deem necessary or appropriale new or laler. Debtor waives any duty on the part of
Bank, and agrees that Debior is not relying upon nor expecting Bank to discloss to Debtor any fact now or
later known by Bank, whether relating to the operations or condition of Borrower, the existence, labilities
or financial condition of any guarantor of the Indebtedness, the ocourrence of any default with respect to
the Indebtedness, or stherwise, notwithstanding any effect such fact may have upon Debtor's risk or
Debtor's rights against Borrower, Debtor knowingly accepts the Tull range of risk encompassed in this
Agreement, which risk inchades without imit the possibility that Borrower may incur Indebtedness to
Bank after the financial condition of Borrower, or Borrower's ability to pay debts as they mature, has
deterioraied,

furd
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233 Debtor shall defend, indemmify and bold barmiess Bank, is employees, agents,
shareholders, affiliates, officers, and directors from and against any and all claims, damages, fines,
expenaes, lishilities or causes of action of whatever kind, including without limit consultant fees, legal
expenaes, and attorneys fees, suffered by any of them as a direct or indirect result of any actual or asserted
vielation of any law, including, without limit, BEnvironmental Laws, or of any remediation relating 1o any
property required by any faw, including without fimit Environmental Laws, INCLUDING AKY
CLAIMS, DAMAGES, FINES, EXPENSES, LIABILITIES OR CAUSES OF ACTION OF
WHATEVER KIND RESULTING FROM BANK'S OWN NEGLIGENCE, axcept and 1o the extent (but
only 1o the extent) caused by Bank’s gross segligence or willful misconduct,

214 Tsebior owns or s the Hoensee of all right, #itle, and inferest in and fo the Intelicctual
Property. Debtor has obtained and properly recorded previously executed sssignments for the Intellectual
Property as necessary to fully perfect its rights and title therein in accordance with governing law and
regulations in each respective jurisdiction.  There are no actions, suits, imvestigations, claims or
proceedings threalensd, pending or in progress relatiog in any way 1o the Infcliectual Property. There are
16 existing contracts, agreements, options, commitients, proposals, bids, offers, or rights with, to, or in
any parson to acquire any of the Iotellectual Property. Debtor has oot assigned, transferred, Heensed,
pledged or otherwise encumbered any of the Infellectual Property, or agrsed o do so. To the best of
Debior’s knowledgs, the Intelleciual Property does not vislate, infringe or misappropriaie any copyright
titerary right, patent intellectual property right, trademark, service mark, trade name, right of privacy o
publicity, or any other right of any person or entity. Debtor has reviewed the Hist of Intellectual Property
that is Hsted on Schedule A hersto and, 1o the bast of s knowledge, this list represents all of the
Intelisciual Property that relates to Debtor

3. Collestion of Proceeds.

3.1 Dabior agress to colleot and enforce pavment of all Collateral until Bank shall direct
Debior 1o the contrary., Immedistely upon notice 1o Debtor by Bank and st all times after that, Debtor
sgrees 1o fully and promptly cooperate and assist Bank in the collection and enforcement of all Collateral
and o hold in trust for Bank all paymenis received in connection with Collateral and from the sale, fease
or other dispesition of any Collateral, all rights by way of soretyship or guaranty and sl rights in the
pature of a Hen or security interest which Debtor now or later has regarding Collateral, Inmumediately spon
and afier such potice, Debior agrees to {8) endorse {6 Bank and bumediately deliver to Bank all payments
recsived on Colisteral or from the sale, fease or other disposition of any Collateral or arising from any
other righta or interesis of Debtor in the Collateral, in the form received by Debtor without commingiing
with any other funds, and (B) immediately deliver to Bank all property in Debtor’s possession or lster
coming inte Debior’s possession through enforcement of Debior’s rights or interests in the Oollateral
Debior drrevocably authorizes Baok or any Bank eroployes or agent to endorse the name of Debior upon
any checks or other ftems which are received in pavment for any Collatersl, and to do any and all things
necessary i order 10 reduce these ifems te money. Bank shall have no duty s fo the collection or
protection of Collateral or the proceeds of it, nor as to the preservation of any related rights, beyond the
use of reasonable care in the custody and preseevation of Collateral in the possession of Bank, Debtor
agrees 1o fake all steps necessary to preserve rights against prior parties with respect to the Collateral.
Maothing in this Section 3.1 shall be desmed a consent by Bank to any sale, ease or other disposition of
any Collateral,

3.2 Dekior agrees that immediately upon Bank’s request (whether or not any Event of
Default exists) the Indebtedoess shall be on s “remittance basis” ss follows: Debtor shsll at iis sole
expense establish and maintain {and Bank, at BanlCs option may establish and maintain at Debtor’s
expensel: (a) an United States Post Office fock box (the “Logk Box™), to which Bank shall have exclusive
aceess and control. Debtor expressly authorizes Bank, from time to thne, to remove contents from the
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Lock Box, for disposition in acoordance with this Agrecment. Debior agrees to notify all account debtors
and other parties obligated fo Debior that all payments made to Debtor {other than payments by electronic
funds transfer) shall be remitted, for the credit of Debior, to the Lock Box, and Debtor shall include  like
statement on ai invoices; and (b} a non-interest bearing deposit acoount with Bank which shall be titled
as designated by Bank (the “Cash Collateral Accpunt™) to which Bank shall have exclusive access and
confrel,  Debtor agrees to notify all account debtors and other parties obligated o Debtor that alf
payments made to Dobior by clectronic funds iransfer shall be remitted to the Cash Collateral Account,
and Debtor, at Bank’s request, shall include & like statement on all invoices. Debtor shall execute all
documents and authorizations as reguired by Bank io establish and mainiain the Lock Box and the Cash
Coliateral Account.

33 All Hems or amounts which are remitted o the Lock Box, to the Cash Collateral Account,
or otherwise delivered by or for the benefit of Debtor to Bank on acoount of partial or full payment of, ar
with respect to, any Collateral shall, at Bank’s option, (8) be appled (¢ the pavinent of the Indebtedness,
whether then dus or not, In such order or at such time of application a5 Bank may determing in its sole
discretion, or, (b} be deposiied to the Cach Collateral Account, Debtor agrees that Bank shall not be
lable for any loss or daroage which Debtor may suffor as a rosult of Bank’s processing of Hems or s
exercise of any other righis or remedies under this Apreement, including withowt Hmitation indirect,
special or consequential damages, loss of revenues or profits, or any claim, demand or action by any third
party avising out of or in conneclion with the processing of lems or the exercise of any other rights or
remedies under this Agreement, Debtor agrees {o indemnify and hold Bank harmiess from and agalnst all
such third party clabms, demands or actions, and all relaled expenses or lHabilitles, including, without
lrnitation, attorney foes.

4, Erefaulis, Enforcement and Application of Procseds.

4.1 Uporn the occumence of any of the following evenis {each an “Event of Default™), Deblor
shall be in defavht under this Agresment:

{2} Any fathure to pay the Indebiadness ar any other indebiedness when due, or such
portion of it as may be due, by acceleration or otherwise; or

(b Any faifure or neglect to comply with, or breach of or default under, any term of
this Agreement, or any other agreement or commitment between Borrower, Debtor or any guarantor of
any of the Indebledness {"Guarantor™) and Bank; or

{c} Any warranty, representation, financial statement, or other information mads,
given or furnished to Bank by or on behalf of Borrower, Debtor or any Guarantor shall be, or shall prove
16 have been, false o materially miskeading when made, given, or furnished; or

{c} Any loss, theft, substantial daroage or destruction to or of any Collateral, or the
issuance o filing of any attachment, levy, garpishment or the commencernent of any proceeding in
connection with any Collateral or of any other judicial process of| upon or in respect of Borrower, Debtor,
any Guarantor, of any Collateral; or

(&} Sale or other disposition by Borrower, Diebtor or any Guarantor of any
substardial portion of its assets or property or voluntary suspension of the transaction of business by
Barrower, Debtor or any Guarantor, or death, dissoliion, termination of existence, merger, sonsoiidation,
insotvency, business failure, or assignresot for the benefit of creditors of or by Borrower, Debtor or any
Guaranior; or commencerment of any proceedings under any siate or federal bankruptey or insolvency
laws or laws Tor the relief of debtors by or against Borrower, Debtor or any Guarantor; or the appointment
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of & receiver. trusiee, court appoiniee, sequesiraior or otherwise, for all or any part of the property of
Borrower, Deblor or any Guarantor; or

{f Benk deems the margin of Collateral insufficient or Hself insecure, in good faith
helieving that the prospest of payment of the Indebtedness or performance of this Agreement iz impaired
or shall fear deterioration, removal, or waste of Collateral; or

{£} A default shall ccowr under smy instrumend, agreemeni or other document
evidencing, securning or gtherwise relating to any of the Indebtedness,

4.2 Upon the cccurrence of any Everd of Defaull, Bank may atl s discretion and withowt!
prior notics ta Deblor declare any or all of the Indebtedness 1o be romeadiately due and payable, and shall
have and may exercise any one of more of the ollowing rights and remedies:

{a} Exercise all the rights and remedies upon default, in foreclosure and otherwise,
available to secured parties under the provisions of the Unifbrm ommor»sai Cade and other applicable
faw;

(b} Institute legal proceedings to foreclose upon the lien and security interest granted
by this Agreement, to recover judgment for all smounis then duc and owing az Indebiedness, and to
collect the same out of any Collateral or the proceeds of any sale of it;

{c} inatitute legal proceedings for the sale, under the judgment or decree of any court
of competent jurisdiction, of any or all Collateral; and/or

{d} Personatly or by agents, altorneys, or appoimment of a receiver, enter upon any
preraises where Collateral may then be located, and take possession of all or any of it and/or render it
unnsable; and without being respansible for foss or daraage 1o such Collateral, hold, operate, sell, lease, or
dizspose of afl or any Collateral at one or more public or private sales, leasings or other disposition, at
places and times and on terms and conditions as Bank may deem fit, without any previcus demand or
advertisement; and except as provided in this Agreement, all notice of sale, lease or other disposition, and
advertisement, and other notice or demand, any right or equily of redemption, and any obligation of a
prospective purchaser or lessee 1o inquire a3 to the power and authority of Bank o sefi, lease, or otherwise
dispose of the Collateral or as o the application by Bank of the proceeds of sale or otherwise, which
would otherwise be required by, or available 1o Debior under, applicable law are expressly waived by
Debtor to the fullest exlent permitted.

At any sale pursuant to this Section 4.2, whether under the power of sale, by virtue m"judici“i
procecdings or otherwise, it shall not be nECessary for Bank or a public officer under order of a court to
have present phyaical or consiructive possession of Collateral fo be sold. The recitals w?‘mmed in any
conveyaness and reoipts reade and given by Bank or the public officer to any purchaser at any sale made
purstant to this Agreement shall, to the extent permitied by applicable izw, conclusively estabiish the
truth and acouracy of the matters stated (including, without Himit, as to the amounts of the principal of and
interest on the Indebiedness, the accrual and nonpayment of it and advertisement and cmaduc of the salel;
and 2l prerequisites to the sale shall be presumed (o have beon satisfied and performed. Upon any sale of
any Collateral, the receipt of the officer making the sale under judicial proceedings or of Bank shall be
sufficient diacharge 1o the purchaser for the purchase monsy, and the purchaser shail not be obligated 1o
see to the application of the money. Any sale of any Collateral under this Agreement shall be a perpetusl
bar againat Debtor with respect to that Collateral. At any sale or other disposition of Collateral pursuant
to this Section 4.2, Bank disclaims all warranties which would otherwise be given under the Uniform
Comanercial Code, including without Hmit s disclaimer of any warranty relating to title, possession, quiet
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enjoyrnent or the like, and Bank may communicate these disclaimers to & purchaser at such disposition,
This disclaimer of warranties will not render the sale commercially unreasonable,

4.3 Debior shall &t the request of Bank, notify the account debtors or abligors of Bank’s
security interest in the Collnteral and direct payment of it te Bank. Bank may, itself, upon the occurrence
of any Event of Default so notify and direst any account debtor or obligor. At the request of Bank,
whether or not an Event of Defaull shall have ocowrred, Debior shall immediately take such actions as
Bank shall reguest to establish exclusive sontrol {as defined in the Uniform Commercial Code) by Bank
over any Collateral which is of such 2 naiure that perfection of a security interest may be accomplished by
contral,

4.4 The proceeds of any sale or other disposition of Collateral authorized by this Agreement
shail be applicd by Bank first upon all expenses authorized by the Uniform Commercial Code and afl
reasonable attorney fees and legal sxpenses incurrad by Bank; the balance of the proceeds of the sale or
other disposition shail be applied in the payment of the Indeblednsss, first to interest, then to principal,
then o remaining Indebiedness and the surplus, if any, shall be paid over to Debtor or 16 such other
person{s) as may be entitled to it under applicable law. Debior shall remain liable for any defciency,
which it shall pay to Bank immediately upon demand. Debtor agrees that Bank shall be under no
ohligation 1o accept any noncash proceeds in connection with any sale or disposition of Collateral uniess
faiture o do so would be comurercially voreasonable, I Bank agrees in its soly discrelion o acoept
noncash proceeds {unless the failure 10 do so would be commercially unreassonable), Bank may ascribe
any commercially reasonable value 10 such proveeds. Without Bmiting the foregoing, Bank may apply
any discount factor in determining the present value of proceeds o be received in the future or may elect
to apply procesds io be received in the future only as and when such proceeds are actually recsived in
cash by Bank.

4.5 Nothing in this Agreement i3 intended, nor shall 1t be construed, to preciude Baok from
pursuing any other remedy provided by law for the collection of the Indeldedness or for the recovery of
any other sum to which Bank may be entitfed for the breach of this Agreement by Debtor. MNothing in this
Agreement shall reduce or release in any way any rights or sgcurity interests of Bank contained in any
existing agreement between Borrower, Debtor or any Guaranior and Bank

4.6 Mo waiver of default or consent 1o any act by Debior shall be effective unless in writing
and signed by an authorized officer of Baok. No waiver of any default or forbearance on the part of Bank
in enforcing any of s rights under this Agreement shall operate as a waiver of any other default or of the
same defanli on a Tuture oceasion or of any rights,

4.7 Debtor {8} irrevocably appoints Bank or any agent of Bank (which zppointment is
coupled with an interest) the frue and lawful attorney of Debtor {with full power of substitution} in the
name, place and stead of, and at the expense of, Debtor and {b) authorizes Bank or any agent of Bank, in
its own name, at Deblor’s expense, (o do any of the following, as Bank, in its sole discretion, deems
appropriate:

{1} to demand, receive, aue for, and give receipts or soguittances for any
moneys due or 1o beooine due on any Collateral {including without fimit to draft against Collateral} and o
endorse any Hem represenfing any payment on or proceeds of the Collateral;

{ii} to execute and file in the name of and on behalf of Deblor all financing
statements or other filings deemed necessary or desirable by Bank 10 evidenes, perfect, or continue the
socurity interests granted in this Agreement; and
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(i) to do and perform any act on behalf of Debtor permitted or reguired
under this Agreement.

4.8 Upon the oceurrence of an Event of Defaaly, Debtor also agrees, upon reguest of Bank, o
assemible the Collateral and make 11 avalisble to Bank af any place designated by Bank which i
reasonably convenient to Bank and Debtor,

4.9 The following shall be the basis for any finder of fact’s determination of the value of any
Collateral which is the subject matter of a dispesition giving rise {o 2 caloulation of any surplus or
deficiency under Section 9.615 () of the Uniform Commercial Code {as in offect on or after July |,
2001y {8} the Collateral which is the subject matter of the disposition shall be valued in an “as 57
condition as of the date of the disposition, without any assumption or expeciation that such Collateral will
be repaired or improved in any manner; (b3 the valuation shall be based upon sn sssumption that the
transferee of such Collaleral desires a resale of the Collateral for cash promptly (but no Jater than 30 days)
following the disposition; {2} all reasonable closing costs customarily borne by the seller in commercial
sales transactions reisting fo properdy similer to such Colizters] shall be deducied inciuding, withowt
fimitation, brokerage commissions, tax prorations, aftorneys’ fees, whether inside or oitzide counsel is
used, and marketing costs; {d) the value of the Collateral which is the subject matter of the disposition
shall be further discounted to accound for any estimated holding costs associated with maintaining such
Collateral pending sale {1o the extent not accounted for in {¢) above), and other mainienance, operational
and ownership expenses; and {2 any expert opinion fesiimony given or considered in connection with a
determination of the value of such Codlateral must be given by persons having at feasi 5 vears’ experience
in appraising property similar to the Collateral and who have conducted and prepared a complete written
appraisal of such Collateral taking into conaideration the factors set forth above. The “valug” of any such
Cotiateral shall be a factor in determining the amount of proceeds which would have been realized ina
disposition to a transferce other than a secured party, 3 person related o a secured party or 4 secondary
obligor under Section 9-615().

5 Miseallangous.

5.1 Until Bank is advised in writing by Debtor {o the contrary, abl notices, requests and
demands required under this Agroement or by law shalf be given fo, or made upon, Debtor at the first
address indicated in Section 5,14 below.

8.2 Drehtor will give Bank not less than 90 days prior written notice of all contemplated
changes in Debtor's name, location, chief executive office, principal place of business, and/or location of
any Collateral, but the giving of this notice shall not cure any Event of Default cavsed by this change,

53 Bank assumes no duty of performance or other responsibility under any contracts
contained within the Collateral.

5.4 Bank has the right to scli, assign, transfer, negotiate or grant participations or any interest
in, any or all of the Indebtedness and any relaiad obligations, including without Hmit this Agreemert. In
sannsction with the above, but without Hmiting s abilily Yo rake other disclosures to the full extent
aiivwable, Bank may disclose all documents and information which Bank now or Iater has relating to
Debtor, the Indebiedness or this Agreement, however obtained, Debtor further agrees that Bank may
provide information relating to this Agreement or relating to Debtor to the Baok's parent, affiliates,
subeidiaries, and service providers.

5.5 in addition to Bank’s other rights, any indebtedness owing from Bank to Debtor can be
set off and applisd by Bank on any Indebiedness at any fime(s) ¢ither before or after maturily or demand
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without notice to anyone. Any such action shall not constitute an acceptance of coliateral in discharge of
the Indebiedness,

3.8 Debior waives any rightl fo regquire the Bank tor {a) proceed against any person or
properiy; (b} give notice of the terms, time and place of any public or private sale of personal property
seournity held from Borrower or Debior or any person, of otherwise comply with the provisions of Sestion
4-534 of the Uniform Commercial Code in effect prior to July 1, 2061 or its successor provisions
thereafier; or (¢} pursue any other remedy in the Bank’s power. Debtor waives notice of acceptance of
this Agreement and presentment, demand, protest, notice of protest, dishonor, notice of dishonar, notice
of default, notice of intent 1o apcelerate or demeand payment of any Indebtedness, any and sl other notices
e which the undersigned might otherwise be entitled, and diligence in collecting any Indebledness, and
aprees that the Bank mav, once or any number of times, modify the ferms of any Indebtedness,
compronise, extend, increase, accelerate, renew or forbear to enforee payment of any or all Indebtedness,
or permit Borrower 1o incur sdditional Indebtedness, all without notice to Debtor and without affocting in
any manner the unconditiona! obligation of Deblor under this Agreement. Debior unconditionally and
irrevocably waives each and every defense and seloff of any nature which, under principies of guaranty or
otherwiss, would opetate ¢ impair or diminish in any way the obligation of Debior under this Agreement,
and acknowledges that such waiver is by this reference incorporated into each security agreement,
collateral assigrunent, pledge and/or other document from Debtor now or later sscuring the Indebtedness,
and acknowledges that as of the date of this Agreement 0o such defense or setoff exisis.

5.7 Diehtor walves any and all rights (whether by subrogation, indemnity, reimburserent, or
otherwise) o recover from Borrewer ary amounts paid or the value of any Collateral given by Debior
pursuant to this Agreement until such times as all of the Indebtedness has been fully paid.

58 in the event that applicable law shall obligaie Bank to give prior notice to Debtor of any
action to be fgken under this Agreement, Debtor agrees that a written notice given to Debtor at least fen
days belore the date of the act shall be reasonable notice of the act and, specifically, reasonable
notification of the tinwe and place of any public szle or of the time after which any private sale, lease, or
ather disposition is to be made, unless a shorter notice period i reasonable under the circumstances. A
notice shall be deemed 1o be given under this Agresment when delivered 1o Debtor or when placed in an
envelope addressed to Debtor and deposited, with postage prepaid, in a post office or official depository
vnder the exclusive care and custody of the United States Postal Service or delivered to an overnight
courter. The mailing shall be by overnight courier, centified, or first class mail.

59 Notwithstanding any prior revocation, termination, surrender, or discharge of this
Agreemeni in whole or in part, the offectivencss of this Agreement shall automaticslly continue or be
reinstatad in the event that any payment received or credit given by Bank in respect of the Indebtedness is
reirned, disgorged, or rescinded under any applicabie law, including, withou! Hmitation, bankruptey or
ingolvency lwws, in which case this Agreement, shall be enforceable against Deblor as if the returned,
disgorged, or rescinded payment or eredit had not heen recelved or given by Band, and whether or not
Bank relied upon this payment or credli or changed §is position as 4 consequence of it In the event of
continuation or refastalement of this Agreement, Debtor agrees upon demand by Bank 0 execute and
deliver to Bank those documents which Bank determines are appropriaie o fusther evidence (in the public
records or otherwise} this continuation or reinstatement, although the failure of Debtor to do 50 shall not
affect in any way the reinstatement or continuation.

510 This Agreement and all the rights and remedies of Bank under this Agreement shall inure

o the benelit of Bank’s successors and assigns and to any other holder who derives from Bank title to or
an interest in the Indebiedness or any portion of #, and shall bind Debtor and the heirs, legal
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representatives, successors, and assigns of Debtor. Nothing in this Section 3.9 is deemed a consent by
Bank io any assigrnment by Debtor,

541 M there is more than one Debtor, all undertakings, warranties and covenants made by
Brebtor and all rights, powers and authorities given to or conferred upon Bank are made or given jointly
and severally.

512 Except as otherwise provided in this Agreemen, all terms 1o this Agresment have the
meanings assigned to them in Article 9 (or, absent definition in Article 9, in any other Asticle) of the
Uniform Commercial Code, as those meanings may be amended, revised or replaced from time to time.
“Unitorm Commercial Code” roeans At Mo, 174 of the Michigan Public Acts of 1962, as ammended,
revised or replaced from fime to time, including withouwt Timil as amended by Act Mo, 348 of the
Michigan Public Acts of 2000, Notwithstanding the foregoing, the parties intend that the terms used
herein which are defined In the Uniform Commercial Code have, at all times, the broadest and most
inclusive meanings possible.  Accordingly, if the Uniform Commercial Code shall in the future be
amended or heid by a court to define any term used herein more broadly or inclusbvely than the Uniform
Commercial Onde in effec! on the date of this Agresment, then such term, as used herein, shall be given
such broadened meaning. If the Uniform Commercial Code shall in the future be amended or held by 2
court to define any term used herein more narrowly, or less inclusively, than the Uniforrs Corumersial
Code in effect on the daie of this Agreement, such amendment or holding shall be disregarded in defining
terms used in this Agreement,

5.3 No single or partisl exercise, or delay in the exercige, of any right or power under this
Agreement, shall preclude other or furtber exercise of the rghts and powers under this Agreement. The
unenforceabifity of any provision of this Agreement shali not affect the enforceability of the remainder of
this Agreement. This Agreement constitutes the entire gpreement of Debtor and Bank with respect to the
subject matier of this Agreernent, Mo smendment or modification of this Agreement shall be effective
unless the same shall be in writing and signed by Debtor and zn sutherized officer of Bank., This
Agreement shall be governed by and sonstrued in scoordance with the internal laws of the State of
Michigan, without regard to conflict of laws principles.

514 To the extent that any of the Indebiedness is payable upon demand, nothing contained in
this Agreemart shall modify the terms and conditions of that Indebtedneas nor shall anvihing contained in
this Agreement prevert Bank from making demand, without notice and with or without reason, for
immedizte payment of any or sll of that Indebtedness at any timels), whether or not an Event of Default
has oceurred.

585 Debtor represents and warrants that Debior’s exact name is the name set forth in this
Agreemant. Debtor further represents and warrants the following and sgrees that Deblor is 3 registered
organization which s prganized under the laws of one of the states comprising the United States {e.g.
corporation, Jimited partnership, registerad Umiled Lability partnership or Hmited liability company), and
Debtor is located (as determined pursuant o the Uniform Commercial Code) in the siate under the laws of
which it was organized, which is Michigan, and ai all times shall be, located in the following place (strest
address, stale and county o perishy 121 MNorth Bridge Street, Bellaire, Michigan 49815 and 211
indusirial Park Dirive, Bk Rapids, Michigan 49629,
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i Collateral is located at other than the address specificd above, such Collateral is located and
shall be maintained at;

STREET ADDRESS

CITY, STATE, ZIF CODE, COUNTY
{Collateral shall he maintained only at the locations identified in this Section §.14.

3.15 A carbon, pholographic or other reproduction of this Agreement shall be sufficient as a
financing statement under the Uniform Commercial Code and may be filed by Bank in any filing office.

5.16  This Agreement shall be terminated only by the filing of a termination siatement in
sccordance with the applicable provisions of the Uniform Commercial Code, but the oblipations
contained in Section 2,12 of this Agreement shall survive termination.

8. Waiver of Trial by Jury. DEBTOR AND BANK ACKNOWLEDGE THAT THE
RIGHT TO TRIAL BY JURY {8 A CONSTITUTIONAL ONE, BUT THAT IT MAY BE WAIVED.
EACH PARTY, AFTER CONSULTING (OR HAVING HAD THE OPPORTUNITY TO CONSULT)
WITH COUNSEL OF THEIR CHOICE, KNOWINGLY AND VOLUNTARILY, AND FOR THEIR
MUTUAL BENEFIT WAIVER ANY RIGHT TO TRIAL BY JURY IN THE EVENT OF LITHGATION
REGARDING THE PERFORMANCE OR ENFORCEMENT OF, OR IN ANY WAY RELATED TQ,
THIS AGREEMENT OR THE INDEBTEDNESS,

This Security Agrecment has been exscuted as of the date written above.
Diebior:

SHORT'S BREWING COMPANY,
a Michigan vorpration

Ry: ™

its; ice President/Treasurer

i
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SCHEDUILE A

AR AR AR AR A AR AR AAR RSN SN

LS. Trademark Registration No. 4,543,498, Registered June 3, 2014 related o "Aoria Ale™.

ULS, Trademark Registration No. 4,543,503, Hegistered June 3, 2014 related to "Aww Jeal™,

ULS, Trademark Registration Mo, 4,543,497, Regiglered June 3, 2014 related to “Beard of Zeus”™

ULE. Trademark Registration Mo. 4,163,813, Registered June 26, 2012 related o "Controversiale”.

LLS, Trademark Hegistration No. 4,670,571, Registered December 13, 2011 related o0 “the mask
consisting of & ring of hops above the hower half of 3 make figure’s body., The male figure is wearing
sharis and 165 legs are bent a1 the kneeg”

LLS. Trademark Registration No. 4,543,496, Registered June 3, 2014 relaied to "Good Humans™,

LLE, Trademark Registration No. 3,897,243, Registored December 28, 3010 related o "Huma Lupa
Lictous”.

UL, Trademark Registration No. 4,543,494, Registered June 3, 2014 related to “Huma™.

LLE, Trademark Registration No. 4,141,973, Registered May 15, 2012 related 1o "Nicie Spicie™,
LS, Trademark Hegistration No. 4,228,860, Registered Goiober 23, 2312 relnted {0 “Maoble Chaos™.
118, Trademark Registration No, 4,190,521, Registered August 14, 2012 related to “Short’s Braw™,

LS, Trademark Hegistration No. 3,897,408, Registered December 28, 2010 related 1o “Short’s Brewing
Company™.

U8, Trademark Registration No. 4,543,492, Registered June 3, 2014 related to “Soft Parade”.

U8, Trademark Registration Mo, 4,135,424, Registered May 1. 2012 related to *The Liberator™.
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