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AGBEEMENT AND LIMITED WAIVER
Jamary 24, 1996

Ladses and Gentlemsu:

Refercuce is made to cach of (7) the Senior Credit Agresment dated as of
September 29, 1994 (the "Loan Date”), &5 amended (ths "Credit Agresment”; the tenus
dcfined therein being used herein as therein definsd), among Systems Cuontrol
Acquisition Corp,, 3 Delaware carporation ("Holdings"), Systerms Comtrol Merger Corp,,
& Dclaware corporation ("Mergsr Corp.*), the financial institutions listed on Schedule 1
thereto ("Banks™) and The Chase Maphattan Bank, NA | as agent for Banks and the
lavuing Bank ("Agent”); (i) the separate Conditional Assignments of and Security Interest
in Intellectual Property Rights (Patent) (Tradcmark), each dated as of the Loan Date
made by System Control, Inc, 3 Delaware corporation ("SCIY), as the sorviving
mrmnnmm&cww&%r;«&np,wfwordw(mw the
"Couditions! Assgignments™), (iii) the Security Agreement dated a3 of the Loan Date
between Merger Corp. and Agent (the "SCI Secarity Agrsoment™), (iv) the Pledge
Agreemecat dated as of the Loaa Daic between 5CT and Agent (the *SCI Fledge
Agreement”); (v) the Subsidiary Guarantce in fuvor of Agent made by each of Systsm
Cantrol Indiana Corp., 8 Delawarc ion ("SCIL.IN"), SC Testing Technnlogy, Inc.,
a Delaware cworporaticn ('SCI-ME'), and Swatamu Control, Iuc, s Washington
corporation ("SCLWA"), with rexpuct to the Obligations and.dated as of the Loss Date
(the "SCI-IN Guaruatee”, the "SCI-MF Guarantee® and the “SCLWA Guarantee’,

AORFIEMENT AND LIMITED WAIVER
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respectivaly, and, collectively, the "Unsecurad Guarunsess®), (vi) the Security Agrecment
dated a5 of the Loan Date between SCI-ME and Ageat (the "ME Security Agreement”);
collactively, the Cradit Agreement, ths Counditional Assignment, ths SCI Security
Agrecment, the SCI Pledge Agreemett the Ussecured Guarantees, the Secursd
Guarantee gnd the ME ScmmtyAuumentmthn'ﬂputﬂdhummf)

Holdings, SCI, SCI-IN, SCI-WA and SCI-ME (callsctively, the "Requasting
Parties”™) bave informed Agent and Banks that

() SCI and Envirowst Acquisiion Co, 8 Delsware corposation
("Eavirotest”), have entered into a Stock Purchase Agreomentt dated
as of the date hereof (tagether with all exhibits, schzdules and other
docurests and instrumsnts relating thereto, the "Stock Pureluse
Agrougent”), pursuant 10 which, among ather things (1) Euvirotest
meswpurwuendsmagwtoullanofsa‘sdghgmud
interest in the capital sock of SKI-WA (the “Shares™), (2) SCI aclls
and assigns 1o Eqvirotest or an affiliate thereof all of its tight, title
and inrerest in and to (x) all intallectual property owmed by,
registcved in the name of, Ecensed to, or used in the business of,
SC1 or any of iw affilintes (the “"Intzllectual Propesty”), subject to a
non-exchisive, sayalty free hicemse from Envirotest to SCI and its
affiligtes with rcspect to the InteDoctual Property, and (¥) certain
leases, contracts ang other agreements identifiad in the Axxignment
and Asmumption Agreements betweas SCI and Exvirotest or an
affiliare thereof entered into pursuant to the Stock Purchate
Agrecment with respect to (A) the real propesty loeated at 246
Sobrante Way and 250 Sobrante Wey, Sunuyvalc, Californis and (B)
otherwise relating to the vehiclc emistions testing programs in the
state of Washingtan (the "Related Property”), and(s)samto

) Envirutest an aption to purchase all of the outstanding capital stock
or assets of SCIIN (the "Option”) on the verms set forth in the
Stock Purchase Agresment; and

() SCIand scrtain of ity affliakcs and Soap-On Iocorporatad and Sun
Electric Corporstion have sntered into mutual releases with respect
1o obligations set forth therain (the "Releases®).

Copics of the Stock Purchase Agreemont aud all other related agrecments, exhihits and |
documents are attached horeto as Exbibit A, Collsctively, the foregomng M
cach in their current form, aie raferted to herein as the "Transaction Doramenty” and

the transactions expressly provided for in the Transaction Docymenu are collectively
refarred to herein)as the “Parmitted Transactions.*

TRADEMARK
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Effective os of the date heraef, and in canslderation of Banks entering into
this Agreement and Limitcd Waiver, each of the Requeating Parties (other than SCI
WA) bereby:

(1) tamfers and smigns to Agens for the bencfit of Banks, as
collareral security for the payment of the Obligations and 1ot in satisfaction of the
Otligatians, all of the Roquesting Party's right, title and interest in. to and under
the Transaction Documants (inclyding, withoat limitation, the right t0 receive and
retain al] paymeats to be made thareunder and all intellectnal property licsnses
granted to SCT and i affiliates thereunder); provided, that nothing comtained
berein or in the Transaction Documcnts wball obligate Banks to assome any
obligations of the Requesting Party under the Transaction Documents (it baing
wderstood that, upon foreclosure, the Agcut shall abide by the coveannts sat
forth in the License Agrcoment (as definad in the Stock Purchase Agreement)
with respect to the Intellectaal Property); and

(i) acknowledges that the ymderstandings and agreements, if any,
of the Banks with to the funding of severunce obligations by SCI o¢ any
of its afilintes, mcluding, without limitation, as st forth in the term sheet entitiod
*Scverance Funding Proposal” attached hereto as Exhilsit B are torminated as of
the date bereof and wre without any further force or eficct

Agent hereby agrees that upon reeeipt by Ageat of axy payment pursuant
to the terms of the Transaction Documents or the terma hereaf, such paymsent shall be
applied in respert of the Obligations in accordance with the terms of the Credit

Agreemsnt.

At the request of the Requeating Partlas, and subject to the wrms of this
Agreoment and Limited Waiver and the consummation of the Parmitted Transactions
ig sccordance with the terms hereof, the undersigned Banks, constituting all Banks, here-
by {i) waive comphance with the provisions of the Credit Agrecment and the other
Credit Documcnts, {ncuding the Specificd Losn Dorumcnts thet would be violated by
tha Parmitted Transactions but far this Agreewent and Limited Waiver (collestivaly, the
“Applicsble Provisions™) to thc extent, and anly to the extent, secessary 1w permit the
Pormitted Transactions (lncluding the axscution and dolivery of the Relsases) to be
consummated as cxpreatly provided for in the Transaction Documests, (ii) cansent to the
wxacution, delivery and performauce af the Stock Purchase Agrecment and the other
Tramaction Documents by SCI and its sffiliate parties thereto, (1) cansent to the sale
agd/ar auignment yndey the Transaction Documents of the Shares (it being understood
and sgreed that in connection therewith ]l praxies given to Agant by SCT in respect of
the Shares shall be deemed terminated and of no further faree or offect upou such sale
ind/or assignment), the Intelicctual Property and the Related Property free and clear |
of Agent’s security interest therein, which security intercat shall attach to the proceeds S
of such sale, (iv) rclease and dischargs SCI-WA from any further obligation undar the
SCI-WA Guwantee and cach other Specified Laan Document and (v) conscut to the

ey
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exscution and delivery of the Releases by SCI and (ts affiliates. In addition, subject to
the terms of this Agreement and Limited Waiver, Banks consent to the sale of the stock
or assets of SCI-IN, free and clear of Ageut's intarest therein {(incuding without
limitation, pursuant tw the Specified Loan Documents), and other trameactions
soswomplated by the Optica on terms subitantially in ascordance with the Stock Purchase
Agroament, with such changes to such terms and such other documentation contemplatsd
thereby as shall bo acceptable to Agent, grpdded st (3) Ageut is given not less than
20 days ptior written notics of the exercise of the Option, (b) ou or grior to the exercise
of, and any perfarmance undey, the Option, SCI shall have entered into such agrecments
as Agont may requirc further evidencing the essignment by SCI 10 Agent of all of SCT's
fight (induding right to paymeats), title and interest in and to all agrecments,
instruments and other documentation executed and delivered in connsctiop with the
Option, and (<) all transactinns contemplated by the Option close no later than March
1S, 1996.

Without imiting the gensrality of the provisions of subsection 12.10 of the
Credit Agreement, the waiver sat forth herein shail be limited prodisely as written and
relates solcly to the noncompliance undsr te Credit Agreoment and the Specified Loan
Documsnts with the Applicable Provisions by any of the Requesting Purties aj a result
of the execution and delivery of the Transaction Documents and the consummation of
the Permitted Transactioos, and nothing in this Agreement aod 1imited Waiver shall be
doemed to (i) coustitute a wajver of compHance by any of the Requesting Parties with
rospedt o (a) the Applicable Provisions in any otber instance or (b) suy wtbar term,
provision or condition of the Specificd Loan Documents or any ather instmment ar
agreement referred o therein (whether in connection with the Permitted Transactions
ar otherwisc); or (i) prejudice any right or remedy that Agent or any Bank may now
have (excopt ta the exten? such right or remady was based upon existing defaulty that will
got exist after giving effect o this Agreement and Limited Waiver) or may have in the .
foture undsr of in comnection with the Specified Loan Documents or any other
{nstumsnt o agrecment referred 10 thersin. Exeept as expressly set forth hevein, the
18nms, provisions and conditions of the Spacified Loen Documents and the other Credit
Documeats shall remain in full force and effect and in all other respects are bereby
ratified and confirmed.

In arder to induce Banks to enter into this Agreement and Limited Waiver,
SCI, by its excentian of a counterpart of this Agreement and Limited Waiver, represents
and warrants that sfter giving cffect to this Agrecment and Limited Waiver, excopt as
otherwise disclascd in that certain Forbearance Agreement, duted as of Scptember 1,
1995 between the Requesting Parties and the Bagks (the "Forbaaranes Agreament”),
(8) no Bvent of Default cxists under the Credit Agreemant (as "Event of Defanit” is

defincd for the purpases of the Forbearance Apreement), (b) all representations and
warranties cogtained in the Credit Agrcemsnt and the ather Credit Dotuments arc true,
correct and complete in all matsria! respects on end as of the date hereof egoapt to the
extent such representations and warranties specibieally relato to an carlicr date, in which
case they were true, carrcet aad complete in all material respects on aud as of such
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1. The receipt by Agent upon the txecution and delivery by SCT of the Stock
Purchase Agreement of not less than $2.35 million in immediately available

funds; and

2. The receipt by Agent, on or prior to the date hereof. of a written statement of
the chief financial officer of SCI certifying, as of the date hercof, the aggrepats
amount of cash and cash equivalents of SCI. SCI-ME, SCI-IN and Systems

Coatrel Michigan Corp. afier payment of the amounts provided for herein.
.

Each of the Requesting Parties rzpresents and warranes that the Transaction
Documents are consistert in form and substance, and do not conflict in any manner. with any
provision of this Agreement and Limited Waiver, provided however thar SCI-WA shall have
no liability for any breach of the foregoing representation and warranty. Sc long as anv
Otligations remain outstanding, none of the Transaction Documenss shall b= amended or
modified and none of the obligations of Envirotest thereunder shall be waived without the

prior written consent of Agent.

This Agreement and Limited Waiver shall be effective when fully execuned and
acknowledged as provided below. This Agreement and Limited Waiver may be executed and
acknowledged in any mumber of counterparts anrd by different parties hereto in separate
counterparts, each of which when so executed and delivered (including by telecopy) shall be
deemed an original, but all such counterparts together skail constitute but cne and the same

msmument.

THIS LDMITED WAIVER AND THE RIGHTS AND OBLIGATIONS OF
THE PARTIES HXREUNDER SHALL BE GOVERNED BY, AND SHALL BE
CONSTRUED AND ENFORCED IN ACCORDANCE WITH, THE INTERNAL LAWS
OF THE STATE OF NEW YORK, WITHOUT REGARD TO CONFLICTS OF LAWS

PRINCIPLES.

98404
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LrDCTUTWYT Awrs 1 IS WL TR

A IN WYTNESS WHERROF, the perties heveto have cmsed this Agreement and
Y imiux Waiver (o be duly executed and delivered as of the date first written above.,

Reguesting Partics:
SYSTEMS CONTROL ACQUISITION CORP.
By:

Name: F. Robert Miller
Tide: Chief Executive Officer

SYSTEMS CONTROL, INC.

By: I 4:
Neme: £. Robert Miller
Titlee Chief Executive Officer

SYSTEME CONTROL, INC,
a Washingtou corporatisu

By:
Nage: F. Robert Miller
Thles Chief Executive Officer

SYSTEMS CONTROL INDIANA CORP.

Name: . Robert Miller
Titde; Chief Executive 0flicer

S-1
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SC TESTING TECEANOLOGY Ixc.

/) 4/ 2.7/

Nathe: r. Robert Miller
Title cChief Executive Officer

Agent and Benks:

THE CHASE MANHATTAN BANK, N.A,
a3 Agent and Baik

By:

Name:
Title

CREDIT LYONNAIS
NEW YORK BRANCH

MORGAN GUARANTY TRUST COMPANY

By:

Namg:
Title:

s2

TRADEMARK
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SC TESTING TECHNOLOGY

By:

Namo:
Tide:

Agont and Banis:

THE CRASE MANHATTAN BANK, N.A.,
a Agent sad Bank

By:
thieen M. &
Tide: Asserlectn

CREDIT LYONNAIS
NEW YORK BRANCH

CREDIT LYONNAIS
CAYMAN JISLAND BRANCH

By:
Name:
Title:

MORGAN GUARANTY TRUST COMPANY

By:
Name:
Title:
10280
AGRERMENT AXD LIMITED WAIVER 5-2
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SC TESTING TECHNOLOGY

By:

Name:
Tide:
Agent and Banks:

THE CHASE MANHATTAN BANK, N.A,,
as Agent and Benk

By:

Name:
Tite:

CREDIT LYONNAIS
NEW YORK BRANCH

Name: Robert H. Dial
Title: Vice President

CREDIT LYONNAIS
CAYMAN ISLAND BRANCE

N TR LS

Name: Robert H. Dial
Title: Authqrized Signature

MORGAN GUARANTY TRUST CONIPANY

By:
Name:
Title:
20150
AGEENENT AND LBITED WAIVER S-2
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SC TESTING TECHNOLOGY

By:

Narge:
Title:
Agent and Banks:

THE CHASE MANHALTTAN BANK, N.A.,
as Agent and Bank

By:

Name:
Tite:

CREDIT LYONNAIS
NEW YORK BRANCH

By:

Name:
Tide:

CREDIT LYONNAIS
CAYMAN ISLAND BRANCH

By:

Name:
Title:

9654
AGKEEMENT AND UMTTED WAIVES, S.2
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THE TRAVELERS INSURANCE COMPANY

By: %
Name: ALJ CARMYy,

Tide: 2l Viea fﬁm@;.:{ctvjh

THE TRAVELERS INDEMNITY COMPANY

v bl oty
Name: ﬁ«J CARN D E

Title: 23 Ve (1£~s<¢44-4r~

290084
AGRIEMENT AMD LBLTED WAIVER S.3
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4 EXHIBIT A

(See Tab 1)

TRADEMARK
REEL: 1801 FRAME: 0222



— —_ - . e
DCT—l.d-lggf?:?_ 1518 ) e el Ccde te 4 rmm——.s ——— P 1?-.116ar:.r

1.  Severance Program As described in Systems Control August 21, 1998
memorandnm, with such modifcations deseribed
harein Or as muy be acceptabie tn the Agent and the

2  Triggering Eveuts Terntination ¢f amployment by Company on or befara
60 days after the termination of the Forbearance
Period (a) other than for cnue or (b) to the extant
severance upon termingtion is required by contrast
berween Company and terminated eqployee. “Cause’
to include fraud, theft or cxbexzlsment or conviction
of any felony, negligence or dishonesty in perfarmance
of dnties, insubordination.

3. Psymem Terms Peymants to torminated employce to be mads (8) in
equal installments st the cod af each payroll period
that would otherwise be applicablc ta that empioyce

ar (b) as required by contract.

4, Mitigation Events Severance otherwise payable to be reduced to the
extent salary, severence or other compenastian {s
recoived from sybscquer: exployer.

5.  Fuonding Mechanics 15% of cxcess cagh flow payments, up to a maxhmum

of $450,000, otherwise paysblc 1o Agsnt under the

- Forbearance Agreement in excegs of $2 million
actually paid to Agent will be daposited with Agent
(subjoct at ell timas to Agent's lico and setoff rights,
which Uea and rights shal} be furtbar subjoct to
Campany's right to use amoucts so deposited to pay
severence in accordance with the taymy hersof). Soch
amounts way be used by Company to fund severaace
payments from tme to time in aocordance with the
terms hereof,

NYL2m6.V . : nps
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6. Represenutions, No severancs program, policy of practice cxisty other
Warranties and then a8 deacribed 18 August 21, 1995 memorandum,
Coveaxnts of Cozzpany '

No ameudments or modifications will be made 10 any
severancs program, policy or practice (or sny
employment contract with rezpect to sama) without
the prior cansent of Agent and the Banks.

TOTAL P.2@
TOTAL P.16
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