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SECURITY AGREEMENT AND
COLLATERAL ASSIGNMENT OF CONTRACTS

THIS SECURITY AGREEMENT (“Agreement”) is made and entered into as of the 18th
day of January 2002, by and among AMRB, LLC, a Delaware limited liability company
(“AMRB”), AmBath, LLC, a Delaware limited liability company (“AmBath”), and ReBath,
LLC, a Delaware limited liability company (“ReBath” and, together with AMRB and AmBath,
the “Debtors” and each individually a “Debtor”), in favor of COMERICA BANK -

CALIFORNIA, a California banking corporation (“Secured Party”).
FACTUAL BACKGROUND

A. The Debtors have entered into a Credit Agreement of even date herewith

(“Credit Agreement”) with Secured Party pursuant to which Secured Party has agreed to
advance funds to or for the benefit of such parties as well as for the benefit of other subsidiaries
or affiliates of The Debtors that hereafter become “borrowers”, from time to time upon the terms

contained therein.

B. Secured Party has agreed to advance funds to the Debtors upon the terms
and conditions set forth in the Credit Agreement, on the express condition that the Debtors
execute and deliver this Agreement as collateral security for the advances.

C. All undefined capitalized terms used herein shall have the meaning given
them in the Credit Agreement.

1. SECURITY INTEREST

Each of the Debtors hereby grants to Secured Party a security interest (“Security
Interest”) in all of such Debtors’ right, title and interest in and to the personal property described
on Schedule A attached hereto (“Collateral”).

2. COLLATERAL ASSIGNMENT

Each of the Debtors hereby assigns, transfers and sets over to Secured Party all of
Debtors’ right, title and interest in and to the contracts and agreements listed on Schedule A-1
attached hereto (the “Contracts”), together with all amendments, addenda, supplements,
modifications and extensions thereto, whether made now or hereafter (the “Collateral

Assignment”).

3. OBLIGATIONS SECURED

The Security Interest and Collateral Assignment shall secure, in such order of priority as
Secured Party may elect, the payment, performance and observance of the Obligations referred
to in the Credit Agreement together with all sums, covenants and obligations which are to be
paid, performed or satisfied under the Related Documents and any other documents, instruments
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or- certificates delivered to Secured Party i ' :
y 1n connection t .
“Obligations”). with the Loans (collectively,

4. USE; LOCATION; CONSTRUCTION

. Each of the Debtors hereby covenants that until the Obligations are repaid and performed
in full:

4.1 The Collateral is or will be used or produced primarily for business purposes.

4.2 The Collateral will be kept at the Debtors’ places of busi .
listed on Schedule B attached hereto. places of business at the location(s)

4.3 The Debtors’ records concerning the Collateral will be ke
. ; ; t at the Debtors’
of business at the location(s) listed on Schedule B attached hereto. P ¢ Debtors” places

4.4 AMRB will not do business under any name 0ther~than AMRB, LLC.

4.5 AmBath will not do business under any name other than AmBath, LLC.

4.6  ReBath will not do business under any name other than ReBath, LLC.
5. REPRESENTATIONS AND WARRANTIES OF THE DEBTORS

Each of the Debtors hereby represents and warrants, as of the date of this Agreement and
at all times until the Obligations are repaid and performed in full, that:

5.1 The Debtors are the owners of and hold good title to the Collateral free of all
claims, liens, security interests and other encumbrances except the Security Interest and
Permitted Liens, and no financing statement covering the Collateral is filed or recorded in any
public office except with respect to any Permitted Liens.

52  The Collateral is, and is intended to be, used, produced or acquired by the Debtors
for use primarily for business purposes. The address(es) of the Debtors set forth on Schedule B
attached hereto is/are the business and chief executive office(s) of the Debtors.

53 Each account, chattel paper or general intangible included in the Collateral is
forceable in accordance with its terms against the party named therein which is
obligated to pay the same (“Obligor™). To the knowledge of the Debtors, based upon a
reasonable inquiry, each Obligor is solvent, and the amount that the Debtors have- r_epresenteq to
Secured Party as owing by each such Obligor is the amount actually and uncondl.tlonally owing
by that Obligor, without deduction except for normal cash discounts where applicable. To the
knowledge of the Debtors, based upon a reasonable inquiry, no Obligor has any defense, setoff,

claim or counterclaim against any of the Debtors that can be asserted against Secured Party

whether in any proceeding to enforce the Security Interest or otherwise. Each' document,
eral is complete and regular on 1ts face and

instrument and chattel paper included in the Collat . _ ‘
free from evidence of forgery or alteration. No default has occurred in connection with any

genuine and en
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54  The execution, delivery and performance by the Debtors of this Agreement and
all other documents and instruments relating to the Obligations will not result in any breach of
the terms and conditions or constitute a default under any agreement or instrument under which
any of the Debtors is a party or is obligated or to which any of the Debtors’ assets are subject
None of the Debtors are in default in the performance or observance of any covenants conditions'
or provisions of any such agreement or instrument. ’

5.5 . The Security Interest in the Collateral granted to Secured Party constitutes, and
hereafter will constitute, a security interest of first priority, other than liens or security inte’rests
f:reated by Capital Leases and purchase money liens or security interests in favor of suppliers
incurred in the ordinary course of business for the purposes of purchasing materials or invI::Ir)lto
s0 long as -such purchase money liens or security interests arise pursuant to bona fide sales l;l}tr
prices consistent with prevailing market prices and do not secure amounts in excess of the limits
provided in the Credit Agreement.

5.6  Each of the Debtors has the full power, authority and legal right to make the
Collatc?ral Assignment and to grant to Secured Party the Security Interest, and no further consent
authorization, approval or other action is required for the Collateral Assignment, the grant of the;
Security Interest or for Secured Party's exercise of its rights and remedies under this Agreement.

5.7 Each of the Contracts is in full force and effect as of the date hereof.

6. COVENANTS OF THE DEBTORS

6.1 Except as otherwise permitted in the Credit Agreement, and except as to its
inventory which may be sold in the ordinary course of business and obsolete personalty disposed
of in the ordinary course of business, the Debtors shall not sell, transfer, assign or otherwise
dispose of any Collateral or any interest therein without obtaining the prior written consent of
Secured Party and shall keep the Collateral free of all security interests or other encumbrances
except the Security Interest and any Permitted Liens. Proceeds of Collateral are covered by this
Agreement, but the grant of the security interest in proceeds shall not be construed that Secured

Party has consented to any sale or other transfer of the Collateral.

ollateral in good condition and repair
n of this Agreement or any applicable
ing the Collateral.

62  The Debtors shall keep and maintain the C
and shall not use the Collateral in violation of any provisio
statute, ordinance or regulation or any policy of insurance insur

63  The Debtors. shall provide and maintain insurance in accordance with the

provisions of the Credit Agreement.

6.4  The Debtors shall give prompt written notice to Secured Party of the happening of
any casualty to or in connection with the Collateral or any part thereof, whether or not covered
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by mnsurance. In the event of such casualty, the gross proceeds of the insurance relating to the
Collatefral (“Insurance Proceeds™), less all expenses (including attorneys' fees) incurred in the
collect.lon of such Insurance Proceeds, shall be payable to Secured Party, and the Debtors hereb

authorize z‘md direct any affected insurance company to make payment of such Insurancz
Proceeds directly to Secured Party. If any of the Debtors receives any Insurance Proceeds, such
Debtor shall promptly pay over such Insurance Proceeds to Secured Party. Secured Pz;rty 1S
hereby authorized and empowered by each of the Debtors at Secured Party's option and in
Seculted .Party's sole discretion, as attorney-in-fact for each of the Debtors, with full power of
subs‘u?upon, to make proof of loss, to appear in and prosecute any action arising from any policy
or pohc1.es of insurance, and to settle, adjust, or compromise any claim for loss, theft damage or
destructloq under any policy or policies of insurance. The appointment granted hereix,l 15 a power
coupled with an interest. None of the Debtors shall settle, adjust or compromise any claim for
losg, .theft, damage or destruction of the Collateral or any part thereof under any policy or
pthws of insurance without the prior written consent of Secured Party to such settlement

adjustment or compromise. In the event of any loss, theft, damage to or destruction of thé
Collateral, all, or any part, of the Insurance Proceeds may be applied to the Obligations or to the
replacement, restoration and repair of the Collateral, as Secured Party may determine in its sole
and absolute discretion; provided, however, that if Secured Party requires the Debtors to replace

restpre and repair the Collateral, or if the Collateral is necessary for the operation of the Debtors:
business and no Event of Default has occurred and is then continuing, then Secured Party shall
remit or make available to the Debtors all Insurance Proceeds up to the amount required to
complete such replacement, restoration and repair, and all such Insurance Proceeds shall be
applied solely to the replacement, repair and restoration of the Collateral. Nothing herein
contained shall be deemed to excuse the Debtors from maintaining the Collateral as provided in
Section 6.2 hereof, replacing any lost or stolen Collateral or replacing or restoring all damage or
destruction to the Collateral, regardless of whether or not there are Insurance Proceeds available
to the Debtors or whether any such Insurance Proceeds are sufficient in amount. Application or
release by Secured Party of any Insurance Proceeds shall not cure or waive any default, notice of
default or Event of Default under this Agreement or invalidate any act done pursuant to such

notice.

6.5 The Debtors shall pay when due all taxes, assessments and other charges which
may be levied or assessed against the Collateral.

6.6  The Debtors shall prevent any portion of the Collateral that is not a ﬁxtun? from
being or becoming a fixture and shall prevent any portion of the Collateral from being or
becoming an accession to other goods that are not part of the Collateral.

The Debtors, upon demand, shall promptly deliver to Secured Party all
instruments, documents and chattel paper included in the Collateral and all invoices, shipping or
delivery records, purchase orders, contracts, endorsements or other items related to tl}e
Collateral. The Debtors shall notify Secured Party immediately of any default by any Obligor 1n
the payment or performance of its Obligations with respect to any Collateral. None of t_he
Debtors, without Secured Party’s prior written consent, shall make or agree to make any material
alteration, modification or cancellation of, or substitution for, or credit adjustment or allowance

on, any Collateral.

6.7
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6.8  The Debtors shall give Secured Party immediate written notice of any change in
the' name under which any of the Debtors does business or in the location of: (i) any of the
facilities of the Debtors, including without limitation, the Debtors’ chief executive office(s); (ii)
the Collateral or any part thereof; or (iii) the Debtors’ records concerning the Collateral. ’

. 6.9 Secured Party or its agents may inspect the Collateral at reasonable times and may
enter into any premises where the Collateral is or may be located. The Debtors shall keep
records concering the Collateral in accordance with generally accepted accounting principles
Secwed Party shall have free and complete access to the Debtors’ records and shall have thé
r_1ght to make extracts therefrom or copies thereof. Upon request of Secured Party from time to
time, the Debtors shall submit up-to-date schedules of the items comprising the Collateral in
such detail as Secured Party may require.

6.1_0 The Debtors, at their cost and expense, shall protect and defend this Agreement

all of the rights of Secured Party hereunder, and the Collateral against all claims and demands 01,"
other parties, including without limitation defenses, setoffs, claims and counterclaims asserted by
any Obligor against the Debtors and/or Secured Party. The Debtors shall pay all claims and
charges that, in the opinion of Secured Party, might prejudice, imperil or otherwise affect the
Collateral or the Security Interest. The Debtors shall promptly notify Secured Party of any levy

distraint or other seizure by legal process or otherwise of any part of the Collateral and of an);
threatened or filed claims or proceedings that might in any way affect or impair the terms of this

Agreement.

6.11 The Debtors shall file and maintain with the U.S. Patent and Copyright Office and
any other governmental authority, whether federal or state, all applications, notices, certificates
and other documentation as is necessary to protect, preserve and perfect Secured Party's lien on
all logos, insignia, trademarks, trade names and patents now or hereafter utilized for or in

connection with the business of the Debtors.

6.12 The Security Interest, at all times, shall be perfected and except for Permitted
Liens shall be prior to any other interests in the Collateral. The Debtors shall act and perform as
necessary and shall execute and file all security agreements, financing statements, continuation
statements and other documents requested by Secured Party to establish, maintain and continue
the perfected Security Interest. The Debtors, on demand, shall promptly pay all costs and
expenses of filing and recording, including the costs of any searches, deemed necessary by
Secured Party from time to time to establish and determine the validity and the continuing

priority of the Security Interest.

6.13 If the Debtors shall fail to pay any taxes, assessments, eXpenses or charges, to
keep all of the Collateral free from other security interests, encumbrances or claims, other than
for Permitted Liens, to keep the Collateral in good condition and repair, to procure and maintain
insurance thereon, or to perform otherwise as required herein, Secured Party may advance the
monies necessary to pay the same, to accomplish such repairs, to procure and maintain such
insurance or to so perform. Secured Party is hereby authorized to enter upon any property in the

possession or control of the Debtors for such purposes.

-5-
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- 6.14 All rights, powers and remedies granted Secured P i i
available to Secu.red Party, are for the sole benefit irnd protection of S:l;:tl}l,rel:ie;)ee:?t’)f Oafnc(i)'tél::vurls;
P'arty may exercise any such right, power or remedy at its option and in its sole,and absolute
A .d1sc'ret10n without any obligation to do so. In addition, if under the terms hereof, Secured Part
is given two or more alternative courses of action, Secured Party may elect an;f alternative o);
combination of alternatives at its option and in its sole and absolute discretion. All monies
advanced by Sepured Party under the terms hereof and all amounts paid, suffered (')r incurred b
Secured Party in exercising any authority granted herein, including attorneys® fees, shall bz
afided to the Obligations, shall be secured by the Security Interest, shall bear inter,est at the
highest rate payable on any of the Obligations until paid, and shall be due and payable by th
Debtors to Secured Party immediately without demand. o >

6.15 Each of the Debtors will perform its obligations under the Contracts and each
Df:btor a‘lsol agrees it will make no changes in or amendments to the Contracts, includin
without llmltat}on, any amendments, supplements, addenda, modifications or extensic;ns withotglz
the express written consent of Secured Party. Each Debtor agrees to make, execute anzi deliver
all such further or additional instruments as may be reasonably necessary to ’satisfy the intent and
purposes hereof and to perfect the Collateral Assignment.

7. NOTIFICATION AND PAYMENTS; COLLECTION OF COLLATERAL; USE
OF COLLATERAL BY THE DEBTORS

. 7.1 Secured -Party, after notice to the Debtors, may notify any or all Obligors of the
existence of the Security Interest and may direct the Obligors to make all payments on the
Collateral to Secured Party; provided, however, that no notice to the Debtors is required if an
Event of Default has occurred. Until Secured Party has notified the Obligors to remit payments
directly to it, the Debtors, at the Debtors® own cost and expense, shall collect or cause to be
collected the accounts and monies due under the accounts, documents, instruments and general
intangibles or pursuant to the terms of the chattel paper. Secured Party shall not be liable or
responsible for any embezzlement, conversion, negligence or default by the Debtors or the
Debtors’ agents with respect to such collections; all agents used in such collections shall be
agents of the Debtors and not agents of Secured Party. Unless Secured Party notifies the Debtors
in writing that it waives one or more of the requirements set forth in this sentence, any payments
or other proceeds of Collateral received by the Debtors, before or after notification to Obligors,
shall be held by the Debtors in trust for Secured Party in the same form in which received, shall
not be commingled with any assets of the Debtors and shall be turned over to Secured Party not
later than the next business day following the day of receipt. All payments and other proceeds of
Collateral received by Secured Party directly or from the Debtors shall be applied to the
Obligations in such order and manner and at such time as Secured Party, in its sole discretion,
shall determine. In addition, the Debtors shall promptly notify Secured Party of the return to or
possession by the Debtors of goods underlying any Collateral; The Debtors shall hold the same
in trust for Secured Party and shall dispose of the same as Secured Party directs.

after notice to the Debtors, may demand, collect and sue on the

7.2 Secured Party,
r Secured Party’s name), enforce, compromise, settle or

Collateral (either in the Debtors’ o
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discharge the Collateral and endorse each of the Debtors’ names on any instruments, documents,
or chattel paper included in or pertaining to the Collateral; provided, however, that no notice to
the Debtors is required if an Event of Default has occurred. Each of the Debtors hereby
irrevocably appoints Secured Party its attorney in fact for all such purposes.

7.3 Until the occurrence of an Event of Default, the Debtors may: (1) use, consume
and sell any inventory included in the Collateral in any lawful manner in the ordinary course of
the Debtors’ business provided that all sales shall be at commercially reasonable prices; and (ii)
subject to Paragraphs 6.1 and 6.2 above, retain possession of any other Collateral and use it in
any lawful manner consistent with this Agreement and the Credit Agreement.

8. COLLATERAL IN THE POSSESSION OF SECURED PARTY

8.1 Secured Party shall use such reasonable care in handling, preserving and
protecting the Collateral in its possession as it uses in handling similar property for its own
account. Unless caused solely by the gross negligence or willful misconduct of Secured Party
(as determined by a final, non-appealable judgment of a court of competent jurisdiction),
Secured Party shall have no liability for the loss, destruction or disappearance of any Collateral.
A lack of due care shall not be implied solely by virtue of any loss, destruction or disappearance.

8.2 The Debtors shall be solely responsible for taking any and all actions to preserve
rights against all Obligors; Secured Party shall not be obligated to take any such actions whether
or not the Collateral is in Secured Party’s possession. Each of the Debtors waives presentment
and protest with respect to any instrument included in the Collateral on which such Debtor is in
any way liable and waives notice of any action taken by Secured Party with respect to any
instrument, document or chattel paper included in any Collateral that is in the possession of

Secured Party.

9. EVENTS OF DEFAULT; REMEDIES

9.1 The occurrence of any of the following events or conditions shall constitute and is
hereby defined to be an “Event of Default™

(a) The occurrence of any Event of Default under and as defined in the

Credit Agreement.

(b)  Any failure or neglect to perform, obserye or comply with any
term, obligation, provision, covenant or condition of this Ag.reement,_ and. such
failure or neglect is not remedied within the applicable cure perloq prov1dec_1 in the
Credit Agreement, if any, or within fifteen (15) days after such failure, whichever

is less.

Any warranty, representation or statement made by the Del?tors
nt is false or misleading in any material respect, either

©)
pursuant to this Agreeme
now or at the time made.
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(d) Any levy or execution upon, or judicial seizure of, any portion of
the Collateral or any other collateral or security for the Obligations, unless being
contested in good faith and for which Debtor has provided to Lender a bond or
other security reasonably satisfactory to Lender.

(e) Any attachment or garnishment of, or the existence or filing of any
lien or encumbrance, except for Permitted Liens, against any portion of the
Collateral or any other collateral or security for the Obligations that is not
removed and released within fifteen (15) days after its creation, unless being
contested in good faith and for which Debtor has provided to Lender a bond or
other security reasonably satisfactory to Lender.

(0 The institution of any legal action or proceedings to enforce any
lien or encumbrance upon any portion of the Collateral or any other collateral or
security for the Obligations, that is not dismissed within sixty (60) days after its
institution, unless being contested in good faith and for which Debtor has
provided to Lender a bond or other security reasonably satisfactory to Lender.

(2) The abandonment by any of the Debtors of all or any part of the
Collateral, other than inventory sold, or obsolete personalty disposed of, in the
ordinary course of business.

(h) The uninsured loss, theft or destruction of, or any substantial
damage to, a material portion of the Collateral or any other collateral or security

for the Obligations.

92 Upon the occurrence of any Event of Default and at any time while such Event of
Default is continuing, Secured Party shall have the following rights and remedies and may do

one or more of the following:

(a) Declare all or any part of the Obligations to be immediately due
and payable, and the same, with all costs and charges, shall be collectible

thereupon by action at law.

(b) Without further notice or demand and without legal process, take

sion of the Collateral wherever found and, for this purpose, enter upon any
f any of the Debtors. The Debtors, upon

e the Collateral and deliver it to Secured
d Party that is reasonably convenient to

posses
property occupied by or in the control o

demand by Secured Party, shall assembl
Party or to a place designated by Secure

both parties.

(c) Operate the business of the Debtors as a going concern, including,
without limitation, extend sales or services to new customers and ad\{an.ce funds
for such operation. Secured Party shall not be liable for any depreciation, loss,
damage or injury to the Collateral or other property of the Debtors as a result of
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Su.Cl:l action. Each of the Debtors hereby waives any claim of trespass or replevin
arising as a result of such action.

. _(d) Pursue any legal or equitable remedy available to collect the
Obligations, to enforce its title in and right to possession of the Collateral and to
enforce any and all other rights or remedies available to it.

(e) Upon obtaining possession of the Collateral or any part thereof,
after notice to the Debtors as provided in Paragraph 8.4 herein, sell such
Collateral at public or private sale either with or without having such Collateral at
the place of sale. The proceeds of such sale, after deducting therefrom all
reasonable expenses of Secured Party in taking, storing, repairing and selling the
Collateral (including reasonable attorneys’ fees) shall be applied to the payment
of the Obligations, and any surplus thereafter remaining shall be paid to the
Debtors or any other person that may be legally entitled thereto. In the event of a
deficiency between such net proceeds from the sale of the Collateral and the total
amount of the Obligations, the Debtors, upon demand, shall promptly pay the
amount of such deficiency to Secured Party.

93 Secured Party, so far as may be lawful, may purchase all or any part of the
Collateral offered at any public or private sale made in the enforcement of Secured Party’s rights

and remedies hereunder.

9.4  Any demand or notice of sale, disposition or other intended action hereunder or in
connection herewith, whether required by the Uniform Commercial Code or otherwise, shall be
deemed to be commercially reasonable and effective if such demand or notice is given to the
Debtors at least ten (10) days prior to such sale, disposition or other intended action, in the

manner provided herein for the giving of notices.

9.5  The Debtors shall pay all costs and expenses, including without limitation costs of
Uniform Commercial Code searches, court costs and reasonable attorneys’ fees, incurred by
Secured Party in enforcing payment and performance of the Obligations or in exercising the
rights and remedies of Secured Party hereunder. All such costs and expenses shall be secured by
this Agreement and by all deeds of trust and other lien and security documents securing the
Obligations. In the event of any court proceedings, court costs and attorneys’ fees shall be set by
the court and not by jury and shall be included in any judgment obtained by Secured Party.

ncement of a bankruptcy case by or against any of the
to the extent not already provided for
the Debtors shall be obligated

9.6 In the event of the comme
Debtors or involving any of the Collateral, Secured Party,

herein or in the Credit Agreement, shall be entitled to recover, and ; _ :
to pay, Secured Party's reasonable attorneys' fees and costs incurred in connection with: (a) any

determination of the applicability of the bankruptcy laws to the terms of this Agreement, the
Credit Agreement, the Loan Documents or the Related Documents or Secureq Pa.rty‘s rights
hereunder or thereunder; (b) any attempt by Secured Party to enforce or preserve 1ts r}ghts under
the bankruptcy laws, or to prevent any of the Debtors or any other person from seeking to deny
Secured Party its rights thereunder; (c) any effort by Secured Party to protect, preserve, ot
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enforce its rights again§t the Collateral, or seeking authority to modify the automatic stay of 11
E(Ji.)S.C. § 36i2 or othc:;wwe seeking to engage in such protection, preservation, or enforcement; or
any civil proceeding(s) arising under the bankruptcy laws, or arising in 1 ,
under the bankruptcy laws. g T or related to 8 case

9.7 In addition to any remedies provided herein for an Event of Default, Secured
Party sha‘ll have all the rights and remedies afforded a secured party under thc’ Uniform
Commer?lal Code and all other legal and equitable remedies allowed under applicable law and
the Credit Ageement. No failure on the part of Secured Party to exercise any of its rights
hereunder arising upon any Event of Default shall be construed to prejudice its rights upon the
occurrence of any other or subsequent Event of Default. No delay on the part of Secured Party
in exercising any such rights shall be construed to preclude it from the exercise thereof at any
t%me while that Event of Default is continuing. Secured Party may enforce any one or more
rights or remedies hereunder successively or concurrently. By accepting payment or
performance of any of the Obligations after its due date, Secured Party shall not thereby waive
Fhe figreement c‘ontained herein that time is of the essence, nor shall Secured Party waive either
its .rlgh't to require prompt payment or performance when due of the remainder of the Obligations
or its right to consider the failure to so pay or perform an Event of Default.

9.8 Secured l_’arty may exercise its rights under the Collateral Assignment only upon
the occurrence and continuance of an Event of Default, and immediately upon written notice to
Debtors made as provided in the Credit Agreement that Secured Party is exercising its rights
hereunder, Secured Party shall succeed to all Debtors’ right, title and interest to and under the
Contracts; provided, however, that Secured Party does not hereby assume any of Debtors’
obligations or duties under or in connection with said Contracts until and unless Secured Party
shall exercise its rights hereunder. Unless and until Secured Party has sent Debtors notice of its
exercise of its rights hereunder after the occurrence of an Event of Default under the Credit
Agreement, Debtors shall have the sole right to retain, use, and enjoy the benefits of the

Contracts.

10. TERMINATION

eement shall terminate and be of no further force or effect, except for such
ch survive the termination of this Agreement,
cuments or Related

This Agr
representations, covenants and indemnities whi
upon the full satisfaction of all Obligations under any of the Loan Do

Documents (other than the Warrant Agreement).

11. MISCELLANEOUS PROVISIONS

Party as its true and lawful attorney-

11.1 Each of the Debtors hereby appoints Secured !
(1) to demand, collect, receive,

in-fact, with full power of substitution to do the following: :
receipt for, sue and recover all sums of money or other property which may now or hereafter

become due, owing or payable from the Collateral; (ii) to execute, sign and endorse any a?d '2.1'11
claims, instruments, receipts, checks, drafts or warrants issued in payment for thf: Collateral; (111()1
to settle or compromise any and all claims arising under the Collateral, and, m.thfz Place a;_nl

stead of such Debtor to execute and deliver its release and settlement for the claim; (iv) to nle
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any claim or glaims or to take any action or institute or take part in any proceedings, either in i

own name or in the name of such Debtor, or otherwise, which in the sole and absolu,te dis; IItl' o
of Secured Party may seem to be necessary or advisable; (v) to execute any documents nec;: aty
to perfect or continue the Security Interest; (vi) to exercise any or all of Debtors’ rights in tosarg
under the Cox}tracts and (vii) to do any or all other acts, in any of the Debtors’ nam’e ora?n
Secured Party’s own name, that any of the Debtors could do under the Contracts with the sam

force and_ efffelct a.s“if the Collateral Assignment had not been made.. The powers granted irel
clauses (i), (i), (iii), (iv), (vi) and (vii) may only be exercised by Secured Partygafter the
occurrence of a Default or an Event of Default while such Default or Event of Default i

continuing. This power is a power coupled with an interest and is given as security for thls
Obligations, and the authority hereby conferred is and shall be irrevocable and shall r};main o
full force and effect until renounced by Secured Party or until all of the Obligations of Borrowem
to Lender pursuant to the Loan Documents and the Related Documents (other than the W o
Agreement) are repaid and performed in full. ¢ e

11.2 In addition to all liens upon and rights of setoff agai i iti
othfar property of the Debtors given to Secured Pafty by law, Seaglraezilslt’;l}}[; I51;1c2)1r1111 ?;\fee cziu;iletfi;)c;
a right (?f setoff against, and each of the Debtors hereby grants to Secured Party a securit
interest in, all monies, securities and other property of the Debtors now or hereafter in th)e,
possession of or on deposit with Secured Party, whether held in a general or special account or
deposit including any account or deposit held jointly by the Debtors with any other person or
entity, or for safekeeping or otherwise, except to the extent specifically prohibited by law. Every
such lien, right of setoff and security interest may be exercised after the occurrence of an Event
of Default while such Event of Default is continuing, but without any additional demand upon or
notice to the Debtors. No lien, right of setoff or security interest shall be deemed to have been
waived by any act or conduct on the part of Secured Party, by any neglect to exercise such right
of setoff or to enforce such lien or security interest, or by any delay in so doing.

113 In addition to the ‘ndemnities contained in the Credit Agreement, the Debtors
agree to indemnify, defend, protect and hold harmless Secured Party, and its affiliates and their
respective Successors, assigns and shareholders and the directors, officers, employees, agents and
attorneys of the foregoing (collectively, "Indemnified Parties") for, from and against any and all
other liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs,
expenses and disbursements of any kind or nature whatsoever (including the reasonable fees and

disbursements of counsel for such Indemnified Parties in connection with any investigative,

administrative or judicial proceeding commenced or threatened, whether or not such Indemnified

Parties are designated parties thereto) that may be imposed on, incurred by, or asserted against
the Indemnified Parties, in any manner relating to or arising out of the Loans, the Credit
Agreement, this Agreement or the other Loan Documents or Related Documents ("Indemnified
Liabilities"); provided, however, that none of the Debtors shall have any obligation to any
Indemnified Parties hereunder with respect 10 Indemnified Liabilities arising from the gross
negligence or intentional or willful misconduct of that Indemnified Party (as determined by a

final, non-appealable judgment of a court of competent jurisdiction).

nt by Secured Party shall not be considered a

114 The acceptance of this Agreeme
other security that Secured Party may have,

waiver of or in any way to affect or impair any
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acqglre.simultaneously herewith, or hereafter acquire for the payment or performance of the
Obligations, nor shall the taking by Secured Party at any time of any such additional security be
construed as a waiver of or in any way to affect or impair the Security Interest; Secured P);rt
may resort, for the payment or performance of the Obligations, to its several secur,ities therefor ir};
such order and manner as it may determine.

11.5 Without notice or demand, without affecting the obligations of the Debtors
hereuqder or the personal liability of any person for payment or performance of the Obligations
apd without fiffecting the Security Interest or the priority thereof, Secured Party, from time tc;
time, may: (i) extend the time for payment of all or any part of the Obligations ac’cept a renewal
note therefor, reduce the payments thereon, release any person liable for all or, any part thereof.
or otl:nerw1se change the terms of all or any part of the Obligations; (ii) take and hold other’
securxty for the payment or performance of the Obligations and enforce, exchange, substitute
subordinate, waive or release any such security; (ii1) join in any extension or su’bordinatior;
agreement; or (iv) release any part of the Collateral from the Security Interest.

11.6 Each of the Debtors waives and agrees not to assert: (i) any right to require
Secured Par.ty to proceed against any guarantor, to proceed against or exhaust any other security
for the lelgations, to pursue any other remedy available to Secured Party, or to pursue any
reglefiy in any particular order or manner; (it) the benefits of any legal or equitable doctrine or
principle of marshalling; (iii) the benefits of any statute of limitations affecting the enforcement
hereof: (iv) demand, diligence, presentment for payment, protest and demand, and notice of
extension, dishonor, protest, demand and nonpayment, relating to the Obligations; and (v) any
benefit of, and any right to participate in, any other security now or hereafter held by Secured

Party.

11.7 This Agreement shall be governed by and construed according to the substantive
laws of the State of Arizona, except to the extent Secured Party has greater rights or remedies
under Federal law, whether as a national bank or otherwise, in which case such choice of
Arizona law shall not be deemed to deprive Secured Party of any such rights and remedies as
may be available under Federal law, and except as to those laws of the state where each of the
Debtors is organized that govern the realization or enforcement of the security interest granted by
the Debtors in this Agreement. Each of the Debtors consents to the personal jurisdiction and
venue of the state courts located in Maricopa County, Arizona in connection with any
controversy related to this Agreement, waives any argument that venue in any such forum is not
convenient and agrees that, at the option of Secured Party, any litigation initiated by any of them
in connection with this Agreement may be venued in the Superior Court of Maricopa County,
Arizona. The parties waive any right to trial by jury in any action or proceeding based on or
pertaining to this Agreement. EACH PARTY HERETO HEREBY KNOWINGLY,
VOLUNTARILY AND INTENTIONALLY WAIVES ANY RIGHTS IT MAY HAVE TO
REQUIRE A TRIAL BY JURY IN ANY COURT ACTION PERTAINING TO THE
OBLIGATIONS OR THE LOAN DOCUMENTS, AND AGREES THAT ANY SUCH
ACTION OR PROCEEDING SHALL BE TRIED BEFORE A COURT AND NOT BEFORE A

JURY.

ment shall be interpreted in such manner as to be

11.8 Each provision of this Agree 4
f any provision of this Agreement is held to be void

effective and valid under applicable law, but 1
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or invalid, the same shall not affect the remainder hereof whi i
: id, th ! ich shall be eff
void or invalid provision had not been contained herein. © cliective as though the

11.9 No modification, change, rescission, wai

N \ , , , iver, release or amendment of an
provision of this Agreement shall be made except by a written agreement executed b th}el
Debtors and a duly authorized officer of Secured Party. ’

11.10 This is a continuing Agreement which shall remain in ful i
actual rece_lpt- by Secured Party of written notice of its revocation as to iutt‘?;(;etra::s:ciﬁeocl:su;rtg
shal! remain in fu!l force and effect thereafter until all of the Obligations incurred before the
receipt of such notice, and all of the Obligations incurred thereafter under commitments extended
by Secured Party before the receipt of such notice, shall have been paid and performed in full

11.11 No setoff or claim that any of the Debtors now h i
. : as or may in the future ha
against Secured Party shall relieve such Debtor from paying or performing the Obligations. *

. 11.12 Time is of the essence hereof. This Agreement shall be bind:

inure to the benefit of, the parties hereto and their heiri personal representzglvlz:gs uslzltrclz’es:oissgﬁg
assigns. The term “Secured Party” shall include not only the original Secured i’arty hereunder
but.alsc-) any future owner and holder, including pledgees, of note or notes evidencing the
Obligations. The provisions hereof shall apply to the parties according to the context thereof and
without regard to the number or gender of words or expressions used.

11.13 None of the Debtors shall transfer or assign any of the rights or obligations of
such Debtor under the Credit Agreement, this Agreement or the other Loan Documents or
Related Documents without the prior written consent of Secured Party, which may be given or

withheld by Secured Party in its sole and absolute discretion.

11.14 All notices required or permitted to be given hereunder shall be in writing and
may be given, and shall become effective, as provided in the Credit Agreement.

duced copy of this Agreement and/or any

11.15 A carbon, photographic or other repro
for filing and/or recording as a financing

financing statement relating hereto shall be sufficient
statement.

11.16 The obligations of the Debtors under this Agreement shall be joint and several.

11.17 Each of the Debtors authorizes Secured Party, without notice or demand, without
affecting the Obligations of such Debtor hereunder or the personal lia.bility of any person for
payment or performance of the Obligations and without affecting the hf:n or t'he priority of the
Security Interest, from time to time, at the request of any person primarily obligated therefor, to
renew, compromise, extend, accelerate or otherwise change the time for payment or pc_:rformance
of, or otherwise change the terms of, all or any part of the Obligations, including increase or
decrease any rate of interest thereon. Each of the Debtors waives and agrees not to assert: (1) any
right to require Secured Party to proceed against the other Debtors; (ii)_th@ benefits of any
statutory provision limiting the liability of a surety, including without limitation the benefit of
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Section 12-1641, et seq., of the Arizona Revised Statutes; and (iii) any defense arising by reason
of any disability or other defense of any of the Debtors or by reason of the cessation from any
cause whatsoever of the liability of any of the Debtors. None of the Debtors shall have any right
of subrogation and each of the Debtors hereby waives any right to enforce any remedy which
Secured Party now has, or may hereafter have, against any of the Debtors.

[Signature page follows]
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IN WITNESS WHEREOF, these presents are executed as of the date indicated above.

y: Phoenix; Document #: 175292

AMRB, LLC, a Delaware limited liability company

By: AW/( h 7/ 1

Name: Donald D. Na ITE
Its: E¥ecutive Vice P¥é51dent & Secretary

AmBath, LL.C, a Delaware limited liability

company
By: ALW( S 7L~ L
Namée: Donald D. Nap ITTI

Its: Executive Vice Pr%éldent & Secretary

ReBath, LLC, a Delaware limited liability company

By: }L(}Mj///\/ ]L-\ V72
Name: _Dopnald D. Nap],gg IXIT
Its: Executive Vice Pregident & Secretary

THE DEBTORS
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STATEOF |21 (n0<S¢0 )
)ss.

COUNTY OF% rtgﬂf\ )

The foregoing instrument was acknowledged before me this l $ day of January 2002,
by Donald D. Napier, 1II, Executive Vice President and Secretary of AMRB, LLC, a Delaware

limited liability company, 01;1, h@hﬁuf of the limited liability company.

SNO%M: 4y,
o 'f- /@U/}%W Mack

My Commission E)q@es LARGE . &

s }
"1&0” £ov ““* \ \“‘

’y

My Commission Expires JULY 30, 2008

/—
STATE OF u/lfl nSSee
county oF DAVASIN 5

The foregoing instrument was acknowledged before me this ' gﬂday of January 2002,
by Donald D. Napier, III, Executive Vice President and Secretary of AmBath, LLC, a Delaware
limited liability company, on behalf of the limited liability company.

(‘/OVJ/«/W e tr

Notary P

My Comm;‘qsw.r; ,I;prlres
PUBLIC +

"/'/0 ceoe®
/V COU““\

""tacnot“‘

My Commission Expires JULY 30, 2005

16
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/
STATE OF |JAnesSee )

)ss.

COUNTY OFtbQ/UAQ@Y\ )

The forego%ng instrument was acknowledged before me this I g‘ﬁday of January 2002,
b.y !)ona‘ld D Napier, III, Executive Vice President and Secretary of ReBath, LLC, a Delaware
limited liability company, on behalf of the limited liability company.

Lordie Mack

Notary Pu@lc )

My‘ggggn;‘s‘nmlgjfpires:
o . ()

My Commission Expires JULY 30, 2005

Library: Phoenix; Document #: 175292v6 -17-

TRADEMARK
REEL: 002450 FRAME: 0222



SCHEDULE “A”
TO SECURITY AGREEMENT

COLLATERAL DESCRIPTION

All of the property described below in, to or under which any of the Debtors now has or
hereafter acquires any right, title or interest, whether present, future or contingent, and in any of
the Debtors’ expectancy to acquire such property (all of the property described on this schedule
is herein called the “Collateral’):

1. All accounts, receivables, contract rights, rights to payment,
documents of title, deposit accounts, certificates of deposit,
investment property, intellectual property (including without
limitation the intellectual property set forth on Schedule A-2
attached hereto), general intangibles, instruments, documents and
chattel paper (including all accounts receivable, notes, drafts, lease
agreements and security agreements), and all goods, if any,
represented thereby, whether now existing or hereafter acquired or
created from time to time in the course of the Debtors’ business,
including, without limitation, such agreements as are set forth on
Schedule A-1 attached hereto, as the same may be amended or
supplemented from time to time,;

2. All inventory now owned or hereafter acquired, including all goods
held for sale or lease in the Debtors’ business, as now or hereafter
conducted, and all materials, work in process and finished goods
used or to be consumed in the Debtors’ business (whether or not
the inventory is represented by warehouse receipts or bills of
lading or has been or may be placed in transit or delivered to a

public warehouse);

3. All equipment now owned or hereafter acquired, including all
furniture, fixtures, furnishings, vehicles (whether titled or
non-titled), machinery, materials and supplies, wherever located,
including but not limited to such items described on the collateral
schedule (if any) attached hereto and by this reference made a part
hereof, together with all parts, accessories, attachments, additions

thereto or replacements therefor;
4. All negotiable and nonnegotiable documents of title;

5. All monies, securities, instruments, documents and chattel paper
now held by or hereafter delivered to Secured.Party, together with
all property rights and security interests e?/xdenced thferf:by, all
increases thereof (including, without limitation, stock dividends),
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all profits therefrom and all transformations thereof, including but
not limited to such items described on the collateral schedule (if
any) attached hereto and by this reference made a part hereof:

6. All tax refund claims, all policies or certificates of insurance
covering any of the Collateral, all contracts, agreements or rights
of indemnification, guaranty or surety relating to any of the
Collateral, and all claims, awards, loss payments, proceeds and
premium refunds that may become payable with respect to any
such policies, certificates, contracts, agreements or rights;

7. All ledger cards, invoices, delivery receipts, worksheets, books of
accounts, statements, correspondence, customer lists, files,
journals, data, ledgers and records in any form, written or
otherwise, including any computer readable memory and any
computer hardware or software necessary to utilize, create,
maintain and process such memory related to any of the Collateral;

8. Tradenames, trademarks, service marks, logos, insignia and other
distinctive marks or names (subject to any franchise or license

agreements relating thereto);

9. All claims for loss or damage to or in connection with any of the
Collateral, all other claims in any form for the payment of money,
including tort claims, and all rights with respect to such claims and

all proceeds thereof;

10. All attachments, accessions, tools, parts, supplies, incrgases _and
additions to and replacements, extensions, renewals, modifications

of and substitutions for any of the Collateral;

11.  All products and proceeds of the Collateral, in any form, including
all proceeds received, due or to become due from any sale, lease
exchange or other disposition of any of the Collateral, whether
such proceeds are cash or noncash in nature or are represented by
checks, drafts, notes or other instruments for the payment of

money;

All “Collateral Schedules,” if any, attached hereto are hereby incorporated into this collateral
description as if set forth here and at each reference thereto.
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SCHEDULE “A-1”
TO SECURITY AGREEMENT

AGREEMENTS AND CONTRACTS

1. Non-Competition Agreement, dated as of January 18, 2002, by and among AMRB, LLC,
a Delaware limited liability company, D. Highly Falkner, Joseph C. Cattaneo, Kurt G. Kittleson,
Richard B. Weiss, Chant Manoukian, Richard Cagan and David G. Sanders; as amended by the
Letter Agreement dated January 18, 2002 and executed by Donald D. Napier as Executive Vice
President and Secretary of AMRB, LLC.

2. Agreement title “Comprehensive Supply Proposal for Plastics Materials,” dated August
22,2001, by and between Ambath Corporation and Spartech Plastics, as amended by that certain
Asset Purchase Agreement, dated January 18, 2002, pursuant to which the interest of Ambath
Corporation as the original lessee was assigned to AMRB, LLC.

3. Lease, dated January 18, 2002, between Country Club Investments L.L.C., as lessor, and
AMRB, LLC, as lessee, for the premises located at 1055 S. Country Club, Mesa, Arizona 85210,
and expiring on December 31, 2011, with the option of renewing the Lease for two consecutive

six-year renewal periods.

4, Sublease, dated January 18, 2002, between Ambath Corporation, an Arizona corporation,
as sublessor, and AmBath, LLC, as Delaware corporation, as sublessee, of sublessor’s leasehold
interest created by that certain Multi-Tenant Gross Lease, dated April 4, 2000, between Chilton
Business Center, as Lessor, and AmBath Corp., Inc., as Lessee, for the premises located at 261
E. Chilton Drive, Chandler, Arizona 85225, and expiring on May 31, 2003.

5. Lease, dated October 19, 1998, between Norwest Bank, as successor Custodian for the
Arizona Laborers, Teamsters & Cement Masons Local #395 Pension Trust Fund, as Landlord,
and ReBath Corporation, as Tenant, for the premises located at 4201 East Thomas Road,. Suite
A, Phoenix, Arizona 85018, and expiring on October 18, 2003; as amended by that certain
Assignment of Lease, dated January 18, 2002, pursuant to which the interest of Re-Bath Corp. as

the original lessee was assigned to ReBath, LLC.
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SCHEDULE “A-2”
TO SECURITY AGREEMENT

Trademark Registrations

ITEM
ABL/RB TCl\g/g‘h(/l gil")rlfi REG. NO. ll)zfc. DECLARATION | DATE | RENEWAL
R/B tub over tub TE OF USE DUE SENT DATE
Re-Bath ™
w/ ovals 2193 1876486 | 1/31/95 1/31/00/01 1/26/01 1/31/05
R/B tub over tub
w/ ovals RB SM 2/93 1864893 11/29/94 11/29/99/00 11/16/00 | 11/29/04
g:blztal;th( — Re-Bath ™ 5/20/83 1285159 7/10/84 7/10/90/91 4/11/90 7/10/04
. ABL ™ 8/30/98 358263 /
Regis.) 7/7/89 7/07/04
AmBath Rene i
AmBath ™ 11721/00 | 1210474 5/22/00 ng/az%fg‘da“t 9/28/02
Copyright Registrations
REG NO. TITLE DESCRIPTION | CLAIMANT | CREATED | PUBLISHED | REGISTERED APP.
TITLE
TX-4-199- We've got you Re-Bath 1995 9/15/95 10/23/95 Re-Bath
(COHM) covered in just Corporation Consumer
: one day; we put Brochure
- a new bathtub
over your old
one.
TX-4-242-612 | [Re-Bath info 4p. Re-Bath 1995 10/15/95 1/16/96
(COHM) sheets] Corporation
PA-790-482 Replacement Videocassette; %2 | Re-Bath 1997 1/29/97 2/04/97
shower base/ in. Corporation
shower base
liner
installation
video
instructional
PA-820-365 Wall surround | Videocassette; %4 | Re-Bath 1996 9/277/96 11/26/96
installation in. Corporation
instructional
video
PA-820-529 Bathtub liner Videocassette; 2 | Re-Bath 1996 7/02/96 12/02/96
installation in. Corporation
instractional
TX-4-285-340 | Finally, a 1v. Re-Bath 1995 11/15/95 2/28/96 Re-Bath
business Corporation franchise
opportunity that development
really holds booklet
water
TX-4-176-028 | [American Folder & 1 v. American 1995 10/15/95 1/11/96
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o Bathtub Liners, Bathtub
Inc.’s product Liners, Inc.
sheets]

TX-4-190-540 } Now here’san | Folder. American 1995 10/02/95 10/24/95 American
idea that really Bathtub Bathtub
holds water, Liners, Inc. Liners, Inc.,

direct mail
brochure
Patents originally granted to AmBath Corporation
Patent Number Issue Date Title Inventor’s Name

5,902,444

May 11, 1999
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SCHEDULE “B”
TO SECURITY AGREEMENT

ADDRESSES
(Section 4)

1. 1055 S. Country Club Drive, Mesa, Arizona 85210.
2. 261 E. Chilton Drive, Chandler, Arizona 85225.

3. 4201 E. Thomas Road, Suite A, Phoenix, Arizona 85018.
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