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division, conversion, dissolution or liquidation which results in a Change of Control of Borrower or
such Subsidiary.

Authorized Officer - Any officer (ot comparable equivalent) of Borrower authorized by
specific resolution of Borrower to request Advances or execute Semi-Annual Compliance Certificates as
set forth in the incumbency certificate referred to in Section 4.1(d) of this Agreement.

Bank Affiliate - Any bank that is controlled by Lender. A bank shall be deemed
controlled by Lender if (i) Lender, directly or indirectly, or acting through one ot more other Persons,
owns, controls or has powet to vote twenty-five percent (25%) or mote of any class of voting securities
of the bank; or (i) Lender controls in any manner the election of a majority of the directors ot trustees
of the bank.

Bank of New York Letter Agreement — That certain Control Agreement to be executed
by The Bank of New York, Lendet and each Depositor on or prior to the Closing Date.

Base Rate - The "Prime Rate" of interest as published in the "Money Rates" section of
The Wall Street Journal on the applicable date (or the highest "Prime Rate" if more than one is
published) as such rate may change from time to time, provided, however, that in no event shall the
Base Rate be less than six percent (6%). If The Wall Street Journal ceases to be published or goes on
strike or is otherwise not published, Lender may use a similar published prime or base rate. The Base
Rate is not necessarily the lowest or best rate of interest offered by Lender to any borrower or class of
borrowers.

Business Day - A day other than Saturday or Sunday when Lender is open for business

in New York.

Capitalized Lease Obligations - Any Indebtedness represented by obligations under a
lease that is required to be capitalized for financial reporting purposes in accordance with GAAP,
consistently applied.

Capital Expenditures — For any period, the aggregate of all expenditures (including that
portion of Capitalized Lease Obligations attributable to that period) made in respect of the purchase,
construction or other acquisition of fixed or capital assets, determined in accordance with GAAP.

Capital Stock - Any and all shares, interests, participations or other equivalents (however
designated) of capital stock of a corporation, any and all other ownership interests in a Person (other
than a corporation) and any and all warrants or options to purchase any of the foregoing.

Cash Collateral — The money market funds deposited by a Depositor for the benefit of
Borrower pursuant to a Pledge Agreement, such Cash Collateral initially being set forth on Schedule
"1.1(a)" attached hereto and made part hereof.

Change of Control - With respect to Borrower, the result caused by the occurrence of
any event which results in the Original Holders owning (beneficially, legally or otherwise), in the
aggregate, less than seventy percent (70%) of any class of the issued and outstanding Capital Stock of

Borrower entitled to vote.
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Closing - Section 4.6.
Closing Date - Section 4.6.

Collateral — (A) The sum of the Cash Collateral, the Municipal Bonds, the Mutual Funds
and the Government Securities on deposit in the Collateral Accounts, plus (B) all other Property
including, without limitation, any interests in Property that now or hereafter secure payment of the
Obligations and satsfaction by Borrower of all covenants and undertakings contained in this Agreement
and the other LLoan Documents.

Collateral Accounts — Section 2.4(b).
Collateral Deficit — See Section 2.1(a)(j)-

Default - Any event, act, condition or occurrence which with notice, or lapse of time or
both, would constitute an Event of Default hereunder.

Depositor — Dofra Corp., Chalen Corp., Charles Hirsch, and any other Person who may
hereafter deposit Collateral in support of Borrower’s Obligations.

Disqualified Stock - Any Capital Stock which by its terms (or by the terms of any
security into which it is convertible or for which it is exchangeable) or upon the happening of any event
(1) matures or is mandatorily redeemable for any reason, (i) is convertible or exchangeable for
Indebtedness or Capital Stock that meets the requirements of clauses (1) and (1), or (iit) is redeemable at
the option of the holder thereof, in whole or in part, in each case on or prior to the Revolving Credit
Maturity Date.

Distribution -

a. Cash dividends or other cash distributions (including Permitted Tax
Distributions) on any now or hereafter outstanding Capital Stock of Borrower;

b. The redemption, repurchase, defeasance or acquisition of such Capital Stock or
of warrants, rights or other options to purchase such Capital Stock; and

C. Any loans or advances (other than salaries), to any shareholder(s), partnet(s) ot
member(s) of Borrower.

Environmental Laws - Any and all Federal, foreign, state, local or municipal laws, rules,
ordets, regulations, statutes, ordinances, codes, decrees and any and all common law requirements, rules
and bases of liability regulating, relating to or imposing liability or standards of conduct concerning
pollution, protection of the environment, or the impact of pollutants, contaminants or toxic or
hazardous substances on human health or the environment, as now or may at any time hereafter be in
effect.

ERISA - The Employee Retirement Income Security Act of 1974, as the same may be
amended, from time to time.
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Event of Default - Section 8.1.

Expenses - Section 9.6.

GAAP - Generally accepted accounting principles as in effect on the Closing Date
applied in a manner consistent with the most recent audited financial statements of Borrower furnished
to Lender and described in Section 5.7 herein.

Government Securities - Obligations issued or guaranteed by the United States of
America or any agency thereof, and pledged to Lender by a Depositor for the benefit of Borrower
putsuant to a Pledge Agreement, such Government Securities initially being set forth on Schedule
"1.1(a)" attached heteto and made patt hereof .

Governmental Acts - Section 2.2(f).

Governmental Authority - Any federal, state or local government ot political subdivision,
or any agency, authority, bureau, central bank, commission, department or instrumentality of either, or
any couut, tribunal, grand jury, or arbitration.

Hazardous Substances - Any substances defined or designated as hazardous or toxic
waste, hazardous or toxic material, hazardous or toxic substance or similar term, under any
Environmental Law.

Hedging Agreements - Any Interest Hedging Instrument or any othet interest tate
protection agreement, foreign currency exchange agreement, commodity purchase or option agreement,
ot any other interest rate hedging device or swap agreement (as defined in 11 U.S.C. § 101 et. seq.).

Indebtedness - Of any Person at any date, without duplication, (i) all indebtedness of
such Person for borrowed money (including with respect to Borrower, the Obligations) or for the
deferred purchase price of property or services (other than current trade liabilities incurred in the
ordinary course of business and payable in accordance with customaty practices), (i) any other
indebtedness of such Person which is evidenced by a note, bond, debenture or similar instrument, (1)
all Capitalized Lease Obligations of such Petson, (iv) the face amount of all letters of credit issued for
the account of such Person and all drafts drawn theteunder, (v) all obligations of other Persons which
such Person has guaranteed, (vi) Disqualified Stock, (vii) all Obligations of such Petson under Hedging
Agreements, and (viii) all liabilities secuted by any Lien on any propetty owned by such Person even
though such Person has not assumed or otherwise become liable for the payment thereof.

Interest Hedging Instrument - Any documentation evidencing any interest rate swap,
interest "cap" or "collar" or any other interest rate hedging device or swap agreement (as defined in 11

US.C. § 101 et. seq.) between Borrower and Lender (or any Affiliate of Lender).

Inventory - All of the "inventory" (as that term is defined in the UCC) of Borrower,

whether now existing or hereafter acquired or created.

IRS - Internal Revenue Service.

L/C Commitment - The difference between the Maximum Revolving Credit Amount
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and the Loans.

L/C Fees - Section 2.7(b).

Letters of Credit - (i} Standby letters of credit, and (if) Commercial letter or letters of
credit, in each case issued to or to be issued by Lender for the account of Borrower pursuant to Section
2.2 herein. Drafts under Commercial letters of credit may be payable at sight and/or payable thirty (30)
days after sight.

Letter of Credit Amount - The sum of (1) the aggregate undrawn amount of all Letters of
Credit outstanding at any time plus (ii) the aggregate amount of all drawings under Letters of Credit for
which Lender has not been reimbursed at such time.

Letter of Credit Documents - Any Letter of Credit, any amendment thereto, any
documents delivered in connection therewith, any application therefor, or any other documents (all in
form and substance satisfactory to Lender), governing or providing for (1) the rights and obligations on
the parties concerned or at risk, or (i1) any collateral security for such obligations.

Leverage Ratio - At any time, the ratio of Borrower's () Total Debt less Subordinated
Debt, to (1) Tangible Net Worth.

LIBOR Applicable Margin — Two hundred (200) basis points.
LIBOR Based Rate - The LIBOR Rate plus the LIBOR Applicable Margin.

LIBOR Interest Period - A period of one month duration during which the LIBOR
Based Rate 1s applicable.

LIBOR Rate - The London Interbank Offered Rate (LIBOR) for a thirty (30), sixty (60)
or ninety (90) day period, as elected by Borrower and as published in the "Money Rates" Section of The
Wall Street Journal on the applicable date as such rate may change from time to time. If The Wall Street
Journal ceases to be published or goes on strike or is otherwise not published, Lender may use a similar
published one-month LIBOR Rate.

Lien - Any interest of any kind or nature in property securing an obligation owed to, or a
claim of any kind or nature in property by, a Person other than the owner of the Property, whether such
interest is based on the common law, statute, regulation or contract, and including, but not limited to, a
security interest or lien arising from a mortgage, encumbrance, pledge, conditional sale ot trust teceipt, a
lease, consignment or bailment for security purposes, a trust, or an assignment. For the putposes of this
Agreement, Borrower shall be deemed to be the owner of any Property which it has acquired or holds
subject to a conditional sale agreement or other arrangement pursuant to which title to the Property has
been retained by or vested in some other Person for security putposes.

Loans — The unpaid balance of Advances and Letters of Credit under the Revolving
Credit.

Loan Documents — Collectively, this Agreement, the Note(s), the Surety Agreements,
the Security and Control Agreements, the Pledge Agreements, the Bank of New York Letter Agreement,
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of the Letter of Credit Documents, the Perfection Certificate, and all agreements, instruments and
documents executed and/or delivered in connection therewith, all as may be supplemented, restated,
supetrseded, amended ot replaced from time to time.

Material Adverse Effect - A material adverse effect with respect to (a) the business,
assets, properties, financial condition, stockholders' equity, contingent liabilities, prospects, material
agreements or results of opetations of Botrower, or (b) Borrower's ability to pay the Obligations in
accotrdance with the terms hereof, or (c) the validity or enforceability of this Agreement or any of the
other Loan Documents or the rights and remedies of Lender hereunder or thereunder.

Maximum Revolving Credit Amount - The sum of One Million One Hundred Thousand
Dollars ($1,100,000.00).

Minimum Collateral Amount — The sum of Eight Hundred Eighty Thousand Dollars
($880,000.00), as calculated by giving effect to the Advance Rates.

Municipal Bonds — The municipal bonds pledged to Lender by a Depositor for the
benefit of Borrower pursuant to a Pledge Agreement, all of which are rated BAA or better and are
acceptable to Lender, such Municipal Bonds initially being set forth on Schedule "1.1(a)" attached
hereto and made part hereof.

Mutual Funds - The mutual funds pledged to Lender by a Depositor for the benefit of
Borrower pursuant to a Pledge Agreement, such Mutual Funds being acceptable to Lender and initially
set forth on Schedule "1.1(a)" attached hereto and made part hereof.

Net Income — For any period, net income after taxes of Borrower as such would appear
on Botrower’s statement of income, prepared in accordance with GAAP.

Note(s) —The Revolving Credit Note.

Obligations - All existing and future debts, liabilities and obligations of every kind or
nature at any time owing by Borrower to Lender, whether under this Agreement, or any other existing
or future instrument, document or agreement, between Borrower or Lender, whether joint or several,
related or unrelated, pritnary or secondary, matured or contingent, due or to become due (including
debts, liabilities and obligations obtained by assignment), and whether principal, interest, fees,
indemnification obligations hereunder or Expenses (specifically including interest accruing after the
commencement of any bankruptcy, mmsolvency or similar proceeding with respect to Borrower, whether
or not a claim for such post-commencement interest is allowed), including, without limitation, debts,
liabilities and obligations in respect of the Revolving Credit, Reimbursement Obligations and any
extensions, modifications, substitutions, increases and renewals thereof; any amount payable by
Borrower or any Subsidiary of Bortower pursuant to an Interest Hedging Instrament; the payment of all
amounts advanced by Lender to preserve, protect and enforce rights hereunder and in the Collateral;
and all Expenses incurred by Lender. Without limiting the generality of the foregoing, Obligations shall
include any other debts, liabilities or obligations owing to Lender in connection with any Lock Box, cash
management, or other services (including electronic funds transfers or automated clearing house
transactions) provided by Lender to Borrower, as well as any other loan, advances ot extension of credit,
under any existing or future loan agreement, promissory note, or other instrument, document ot
agreement between Borrower and Lender.
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Original Holder — Each of Chatles Hirsch and David Hirsch.
PBGC - The Pension Benefit Guaranty Corporation.

Perfection Certificate - The Perfection Certificate provided by Borrower to Lender on or
prior to the Closing Date in form and substance satisfactory to Lender.

Permitted Indebtedness — (a) Indebtedness to Lender in connection with the Revolving
Credit, and Letters of Credit or otherwise pursuant to the Loan Documents; (b) trade payables incurred
in the ordinary course of Borrowet's business; (c) Purchase Money Indebtedness; (d) Indebtedness that
is permitted under Section 7.4(2)(A), (B), ot (C); (¢) Indebtedness existing on the Closing Date that is
identified and described on Schedule "1.1(b)" attached hereto and made part hereof, and (e)
Subordinated Debt.

Permitted Investments - (a) investments and advances existing on the Closing Date that
are disclosed on Schedule "5.10(a)", ot (b) (i) obligations issued or guaranteed by the United States of
America or any agency thereof, (ii) commercial paper with maturities of not more than 180 days and a
published rating of not less than A-1 ot P-1 (or the equivalent rating) by a nationally recognized
investment rating agency, (iii) certificates of time deposit and bankers’ acceptances having maturities of
not more than 180 days and repurchase agreements backed by United States government securities of a
commetcial bank if (A) such bank has a combined capital and surplus of at least $500,000,000, or (B) its
debt obligations, ot those of a holding company of which it is a Subsidiary, are rated not less than A (or
the equivalent rating) by a nationally recognized investment rating agency, and (iv) U.S. money market
funds that invest solely in obligations issued or guaranteed by the United States of America or an agency
thereof.

Permitted Liens - (a) Liens securing taxes, assessments or governmental charges or
levies or the claims or demands of materialmen, mechanics, carriers, warehousemen, and other like
persons not yet due; (b) Liens incurred or deposits made in the ordinary course of business in
connection with workers' compensation, unemployment insurance, social security and other like laws;
(c) Liens on fixed assets security purchase money Indebtedness permitted under Section 7.6; provided
that, (1) such Lien attached to such assets concurrently, or within 20 days of the acquisition thereof, and
only to the assets so acquited, and (ii) a description of the asset acquired is furnished to Lender; and (d)
Liens existing on the Closing Date and shown on Schedule "1.1(c)" attached hereto and made part
hereof.

Person - An individual, partnership, corporation, trust, limited liability company, limited
liability partnership, unincorporated association ot organization, joint venture or any other entity.

Pledge Agreement - That certain Pledge Agreement to be executed by each Depositor in
favor of Lender in form and substance satisfactory to Lender, on ot ptior to the Closing Date.

Property - Any interest of Borrower in any kind of property or asset, whether real,
personal or mixed, or tangible or intangible.

Purchase Money Indebtedness —Indebtedness (including Capitalized Lease Obligations)
hereafter incurred by Borrower to finance the purchase of fixed assets; provided that, (i) such
Indebtedness incurred in any fiscal year shall not exceed the amount of Indebtedness reasonably

108275.00103/20911988v6 7
146561v6 8/23/06

TRADEMARK
REEL: 003390 FRAME: 0751



incurred by Borrower in its normal course of business, and in no event shall exceed $250,000.00; (i1)
such Indebtedness shall not exceed the purchase price of the assets funded; and (iii) no such
Indebtedness may be refinanced for a principal amount in excess of the principal amount outstanding at
the time of such refinancing.

Regulation D - Regulation D of the Board of Governors of the Federal Reserve System
comprising Part 204 of Title 12, Code of Federal Regulations, as amended, and any successor thereto.

Reimbursement Obligations - Section 2.2(c).

Revolving Credit - Section 2.1(2).

Revolving Credit Closing Fee -~ Section 2.7(a).

Revolving Credit Maturity Date — August 23, 2008, or such later date as Lender may, in
its sole and absolute discretion, designate in writing to Borrower.

Revolving Credit Note - Section 2.1(b).

Security and Control Agreement - That certain Security and Control Agteement to be
executed by Commerce Capital Markets, Inc., Lender and each Depositor, in form and substance
satisfactory to Lender, on or ptior to the Closing Date.

Semi-Annual Compliance Certificate - Section 6.10.

Subordinated Debt - Indebtedness of Borrower subject to payment terms and
subordination provisions acceptable to Lender in its sole discretion including without limitation, the
Permitted Indebtedness that is identified and desctibed on Schedule "1.1(b)" attached hereto and made

part hereof.

Subsidiary - With respect to any Person at any time, (i) any corporation more than fifty
percent (50%) of whose voting stock is legally and beneficially owned by such Person or owned by a
corporation more than fifty percent (50%) of whose voting stock is legally and beneficially owned by
such Person; (ii) any trust of which a majority of the beneficial interest is at such time owned directly or
indirectly, beneficially or of recotd, by such Person or one ot more Subsidiaties of such Person; and (1i1)
any partnership, joint venture, limited liability company or other entity of which ownetship interests
having ordinary voting power to elect a majority of the board of directors or other Persons petforming
similar functions are at such time owned ditectly or indirectly, beneficially or of record, by, or which is
otherwise controlled directly, indirectly or through one or more intermediaries by, such Person or one or
more Subsidiaries of such Person.

Surety — Charles Hirsch, David Hirsch, and any other Person who may hereafter
guaranty, as surety, all of the Obligations.

Surety Agreement - That certain surety agreement to be executed by each Surety in favor
of Lender, in form and substance satisfactory to Lender, on or prior to the Closing Date.

Tangible Net Worth - At any time, the amount by which all of Borrower's consolidated
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assets (less (i) trademarks, copyrights, goodwill, covenants not to compete, and all other assets which
would be classified as intangible assets under GAAP; and (if) assets owing from Affiliates, officers,
directors, shareholders and employees) plus Subordinated Debt, exceed all of Borrowet's Total Debt.

Total Debt — All of Borrowert’s consolidated liabilities, all as would be shown on
Borrower’s consolidated balance sheet prepared in accordance with GAAP.

UCC - The Uniform Commercial Code as adopted in the state where Lender's office
identified in Section 9.8 is located, as the same may be amended from time to time.

Other Capitalized Terms - Any othet capitalized terms used without further definition
herein shall have the respective meaning set forth in the UCC.

1.2.  Accounting Principles: Whete the character or amount of any asset ot liability ot item of
income or expense is required to be determined or any consolidation or other accounting computation
is required to be made for the purposes of this Agreement, this shall be done in accordance with GAAP,
consistently applied, to the extent applicable, except as otherwise expressly provided in this Agreement.

1.3.  Construction: No doctrine of construction of ambiguities in agreements or instruments
against the interests of the party controlling the drafting shall apply to any Loan Documents.

SECTION II. THE LOANS

2.1. Revolving Credit - Description:

a. 1 Subject to the terms and conditions of this Agreement,
Lender hereby establishes for the benefit of Borrower a revolving credit facility (collectively, the
"Revolving Credit") which shall include cash Advances extended by Lender to or for the benefit of
Borrower as well as Letters of Credit issued for the account of Borrower from time to time hereunder.
The aggregate principal amount of unpaid cash Advances, plus the Letter of Credit Amounts, shall not
at any time exceed the Maximum Revolving Credit Amount. The outstanding balance of Advances
under the Revolving Credit may fluctuate from time to time, to be reduced by repayments made by
Botrowet, to be increased by future Advances which may be made by Lender, to or for the benefit of
Botrowet, and, subject to the provisions of Section 8 below, shall be due and payable on the Revolving
Credit Maturity Date. Atall times, Borrower, or Depositors for the benefit of Borrower, shall maintain
Collateral on deposit in the Collateral Accounts in an aggregate amount equal to at least the Minimum
Collateral Amount. If at any time Borrower, or Depositors for the benefit of Botrower, shall fail to
maintain the Minimum Collateral Amount on deposit in the Collateral Accounts (such deficiency
referred to as a “Collateral Deficit”), such Collateral Deficit shall constitute an Event of Default, and
Botrower or Depositors, as the case may be, shall immediately deposit additional Collateral in the
Collateral Accounts in an amount equal to such Collateral Deficit, such remedy to be in addition to all
of the other rights, options and remedies granted or available to Lender under this Agreement, the other
Loan Documents, or otherwise available to Lender at law or in equity.

1. Lendet may, upon the occurrence and during the continuance of an
Event of Default, be entitled to reduce or increase the Advance Rates and standards of eligibility under
this Agreement.
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a. At Closing, Borrower shall execute and deliver a promissory note to Lender for
the Maximum Revolving Credit Amount ("Revolving Credit Note"). The Revolving Credit Note shall
evidence Borrower's unconditional obligation to repay Lender for all Advances made under the
Revolving Credit, with interest as herein provided. Each Advance undet the Revolving Credit shall be
deemed evidenced by the Revolving Credit Note, which is deemed incorporated herein by reference and
made part hereof. The Revolving Credit Note shall be in form and substance satisfactory to Lender.

b. The term of the Revolving Credit shall expire on the Revolving Credit Maturity
Date. On such date, unless having been sooner accelerated by Lender pursuant to the terms hereof, and
without impairing any rights under Séction 3.1, all sums owing under the Revolving Credit shall be due
and payable in full, and as of and after such date Borrower shall not request and Lender shall not make
any further Advances under the Revolving Credit.

2.2. Letters of Credit:

a. As a part of the Revolving Credit and subject to its terms and conditions
(including, without limitation, the Borrowing Base), Lender shall make available to Borrower Letters of
Credit which shall not exceed, in the aggregate at any one time outstanding, the L/C Commitment.
Notwithstanding the foregoing, all Letters of Credit shall be in form and substance reasonably
satisfactory to Lender. No Letter of Credit shall be issued with an expiry date later than (1) three
hundred sixty five (365) days from the date of issuance for a stand-by letter of credit, or one hundred
eighty (180) days from the date of issuance for Commercial letter of credit, or (it) ten (10) Business Days
prior to the Revolving Credit Maturity Date. Borrower shall execute and deliver to Issuer all Letter of
Credit Documents required by Lender for such purposes. Each Letter of Credit shall comply with the
Letter of Credit Documents.

b. Each Letter of Credit issued from time to time under the Revolving Credit which
remains undrawn (and the amounts of draws on Letters of Credit prior to payment as hereinafter set
forth) shall reduce, dollar for dollar, the amount available to be borrowed by Borrower under the
Revolving Credit.

c. In the event of any request for drawing under any Letter of Credit by the
beneficiary thereof, Lender shall promptly notify Borrower and Borrower shall immediately reimbutse
Lender on the day when such drawing is honored, by either a cash payment by Borrower ot, so long as
no Event of Default has occurred and is continuing, in the absence of such payment by Borrower, and
at Lender's option, by Lender automatically making or having been deemed to have made (without
further request or approval of Borrower) a cash Advance under the Revolving Credit on such date to
reimburse Lender. Borrower's reimbursement obligation for draws under Letters of Credit along with
the obligation to pay L/C Fees shall herein be referred to collectively as Borrower's "Reimbursement
Obligations." All of Borrower's Reimbursement Obligations hereunder with respect to Letters of Credit
shall apply unconditionally and absolutely to Letters of Credit issued hereunder on behalf of Borrower.

d. The obligation of Borrower to reimburse Lender for drawings made (ot for cash
Advances made to cover drawings made) under the Letters of Credit shall be unconditional and
irrevocable and shall be paid strictly in accordance with the terms of this Agreement under all
circumstances including, without limitation, the following circumstances:

1. any lack of validity or enforceability of any Letter of Credit;
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1. the existence of any claim, setoff, defense or other right that Borrower or
any other Person may have at any time against a beneficiary or any transferee of any Letter of Credit (or
any persons ot entities for whom any such beneficiary or transferee may be acting), Lender or any other
Person, whether in connection with this Agreement, the transactions contemplated herein or any
unrelated transaction;

1, any draft, demand, certificate or any other document presented under any
Letter of Credit proving to be forged, fraudulent, invalid or insufficient in any respect or any statement
therein being untrue ot inaccurate in any respect;

1v. payment by Lender under any Letter of Credit against presentation of 2
demand, draft or certificate or other document that does not comply with the terms of such Letter of
Credit unless Lender shall have acted with willful misconduct or gross negligence in issuing such
payment;

V. any other circumstances or happening whatsoever that is similar to any of
the foregoing; or

vi. the fact that a Default or Event of Default shall have occurred and be
continuing,

e. If by reason of (i) any change after the Closing Date in applicable law, regulation,
rule, decree or regulatory requirement or any change in the interpretation or application by any judicial
or regulatory authority of any law, regulation, rule, decree or regulatory requirement or (if) compliance
by Lendet with any ditection, reasonable request or requirement (whether or not having the force of
law) of any governmental or monetary authority including, without limitation, Regulation D:

L Lender shall be subject to any tax or other levy or charge of any nature or
to any vartation thereof (except for changes in the rate of any tax on the net income of Lender or its
applicable lending office) or to any penalty with respect to the maintenance or fulfillment of its
obligations under this Section 2.2, whether directly or by such being imposed on or suffered by Lender;

11 any reserve, deposit or similar requirement 1s or shall be applicable,
imposed or modified in respect of any Letter of Credit issued by Lender; or

1. there shall be imposed on Lender any other condition regarding this
Section 2.2 or any Letter of Credit; and the result of the foregoing is to directly or indirectly increase the
cost to Lender of issuing, creating, making or maintaining any Letter of Credit or to reduce the amount
receivable in respect thereof by Lender, then and in any such case, Lender shall, after the additional cost
1s incurred or the amount received is reduced, notify Borrower and Borrower shall pay on demand such
amounts as may be necessary to compensate Lender for such additional cost or reduced receipt,
together with interest on such amount from the date demanded until payment in full thereof at a rate
per annum equal at all times to the applicable interest rate under the Revolving Credit. A certificate
signed by an officer of Lender as to the amount of such increased cost or reduced receipt showing in
reasonable detail the basis for the calculation thereof, submitted to Borrower by Lender shall, except for
manifest error and absent written notice from Borrower to Lender within fifteen (15) days from
submission, be final, conclusive and binding for all purposes.

108275.00103/20911988v6 11
146561+v6 8/23/06

TRADEMARK
REEL: 003390 FRAME: 0755



. @) In addition to amounts payable as elsewhere provided in this Section 2.2,
without duplication, Borrower hereby agrees to protect, indemnify, pay and save Lender harmless from
and against any and all claims, demands, liabilities, damages, losses, costs, charges and expenses
(including reasonable attorneys' fees) which Lender may incut ot be subject to as a consequence, direct
or indirect, of (A) the issuance of the Letters of Credit or (b) the failure of Lender to honor a drawing
under any Letter of Credit as a result of any such act or omission, whether rightful or wrongful, of any
present or future de jure or de facto government ot Governmental Authority (all such acts or omissions
herein called "Government Acts") in each case except for claims, demands, liabilides, damages, losses,
costs, charges and expenses arising solely from acts or conduct of Lender constituting gross negligence
or willful misconduct.

(i) As between Borrower and Lender, Borrower assumes all risks of the acts
and omissions of or misuse of the Letters of Credit issued by Lender by the respective beneficiaries of
such Letters of Credit. In furtherance and not in limitation of the foregoing, Lender shall not be
responsible: (A) for the form, validity, sufficiency, accuracy, genuineness ot legal effects of any
document submitted by any party in connection with the application for and issuance if such Letters of
Credit, even if it should in fact prove to be in any or all respects invalid, insufficient, inaccurate,
fraudulent or forged; (B) for the validity or sufficiency of any instrument transferring ot assigning or
putporting to transfer or assign any such Letter of Credit or the rights or benefits thereunder or
proceeds thereof, in whole or in part, that may prove to be invalid or ineffective for any reason; (C) for
failure of the beneficiary of any such Lettet of Credit to comply fully with conditions required in order
to draw upon such Letter of Credit; (D) for errors, omissions, interruptions or delays in transmission ot
delivery of any messages, by mail, cable, telegraph, telex or otherwise, whether or not they are in cipher,
unless any of the foregoing are caused by Lender's gross negligence or willful misconduct; (E) for errors
in interpretation of technical terms; (F) for any loss or delay in the transmission of any document ot
required in order to make a drawing under such Letter of Credit or of the proceeds thereof, unless
caused by Lendet's gross negligence or willful misconduct; (G) for the misapplication by the beneficiary
of any such Letter of Credit of the proceeds of any drawing under such Letter of Credit; and (H) for any
consequences atising from causes beyond the control of Issuet, including, without limitation, any
Government Acts. None of the above shall affect, impair or prevent the vesting of any of Lender's
rights or powers hereunder

(1i1) In furtherance and extension and not in limitation of the specific
provisions hereinabove set forth, any action taken or omitted by Lender in connection with the Letters
of Credit issued by it or the related certificates, if taken or omitted in good faith, shall not create any
liability on the part of Lender to Borrower.

2.3. Intentionally deleted.

2.4. Advances and Payments; Collateral Accounts:

a. Except to the extent otherwise set forth in this Agreement (or in the case of an
Interest Hedging Instrument under the applicable agreements), all payments of principal and of interest
on the Revolving Credit, Reimbursement Obligations, and all Expenses, fees, indemnification
obligations and all other charges and any other Obligations of Borrower, shall be made to Lender at its
main banking office, 1701 Route 70 East, Cherry Hill, New Jersey, in United States dollars, in
immediately available funds. Lender shall have the unconditional right and discretion (and Borrower
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hereby authorizes Lendet) to charge Botrowet's operating and/or deposit account(s) for all of
Borrower's Obligations as they become due from time to time under this Agreement including, without
limitation, interest, principal, fees, indemnification obligations and reimbursement of Expenses.
Alternatively, Lender may in its discretion (and Borrower hereby authorizes Lender to) make a cash
Advance under the Revolving Credit in a sum sufficient to pay all interest accrued and payable on the
Obligations and to pay all costs, fees and Expenses owing hereunder. Any payments received prior to
2:00 p.m. Eastern time on any Business Day shall be deemed received on such Business Day. Any
payments (including any payment in full of the Obligations), received after 2:00 p.m. Eastern time on
any Business Day shall be deemed received on the immediately following Business Day.

b. Borrower shall establish and maintain cash and securities accounts (“Collateral
Accounts”) with Commerce Capital Markets, Inc., subject to the provisions of this subparagraph.
Borrower, or Depositors for the benefit of Borrower, shall deposit, in the aggregate, at least the
Minimum Collateral Amount into the Collateral Accounts in accordance with the terms and conditions
of the Bank of New York Letter Agreement, and shall maintain such amount on deposit at all times
until the Revolving Credit Maturity Date. All Collateral on deposit in the Collateral Accounts shall
immediately become the property of Lender pursuant to the terms and conditions of the related Security
and Control Agreements. Except as set forth herein, Borrower shall have no rght of access to or
withdrawal from the Collateral Accounts, as more fully set forth in the Security and Control
Agreements. Notwithstanding the foregoing, Borrower may (i) deposit additional Collateral into the
Collateral Accounts, and (ii) exchange the Collateral on deposit in the Collateral Accounts for other
Collateral (A) of quality and kind acceptable to Lender, and (B) of equal or greater value than the
Collateral on deposit which is the subject of the exchange.

C. 1. Cash Advances which may be made by Lender from time to time under
the Revolving Credit shall be made available by crediting such proceeds to Borrower's operating account
with Lender.

1i. All cash Advances under the Revolving Credit must be tequested by
11:00 A.M., Eastern time, on the date such cash Advance is to be made.

1. All requests for an Advance are to be in writing pursuant to a written
request satisfactory to Lender, which request is to be executed by an Authorized Officer. Such request
may be sent by telecopy or facsimile transmission provided that Lender shall have the right to require
that receipt of such request not be effective unless confirmed via telephone with Lender.

1v. Upon receiving a request for an Advance in accordance with
subparagraph (ii) above, and subject to the conditions set forth in this Agreement, Lender shall make the
requested Advance available to Borrower as soon as is reasonably practicable thereafter on the day the
tequested Advance is to be made.

2.5. Interest: The unpaid principal balance of cash Advances under the Revolving Credit
shall bear interest, subject to the terms hereof, at the per annum rate equal to the Base Rate, or the
LIBOR Based Rate, at the option of Borrowet. Changes in the interest rate applicable to the Revolving
Credit shall become effective on the same day that there is a change in the Base Rate or the LIBOR
Rate, as applicable. Intetest on the Revolving Credit shall be payable monthly, in arrears, on the first
day of each calendar month, beginning on the first day of the first full calendar month after the Closing
Date.
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2.6. Additional Interest Provisions:

a. Interest on the Loans shall be calculated shall be calculated on the basis of a year
of three hundred sixty (360) days but charged for the actual number of days elapsed.

b. After the occurrence and during the continuance of an Event of Default
hereunder, the per annum effective rate of interest on all outstanding principal under the Loans, shall be
increased by three hundred (300) basis points. All such increases may be applied retroactively to the
date of the occurtence of the Event of Default. Botrower agtees that the default rate payable to Lender
is a reasonable estimate of Lender's damages and is not a penalty.

c. All contractual rates of interest chargeable on outstanding principal under the
Loans shall continue to accrue and be paid even after Default, an Event of Default, maturity,
acceleration, judgment, bankruptcy, insolvency proceedings of any kind or the happening of any event
ot occuttence similar or dissimilar.

d In no contingency or event whatsoever shall the aggregate of all amounts
deemed interest hereunder and charged or collected pursuant to the terms of this Agreement exceed the
highest rate permissible under any law which a court of competent jurisdiction shall, in a final
determination, deem applicable hereto. In the event that such court determines Lender has charged or
received interest hereunder in excess of the highest applicable rate, Lender shall apply, in its sole
discretion, and set off such excess interest received by Lender against othet Obligations due or to
become due and such rate shall automatically be reduced to the maximum rate permitted by such law.

2.7. Fees and Charges:

a. At Closing, Lender shall have fully earned and Borrower shall unconditionally
pay to Lender, a non-refundable fee with respect to the Revolving Credit ("Revolving Credit Closing
Fee") of Five Thousand Five Hundred Dollars ($5,500.00), less amounts previously paid thereon,
including without limitation, the Two Thousand Seven Hundred and Fifty Dollars ($2,750.00) that was
due and payable upon approval of this Revolving Credit.

b. Borrower shall pay to Lender a fee in the amount of two petcent (2%) per
annum of the face amount of each Standby Letter of Credit issued by Lender. Botrower shall pay to
Lender a fee in the amount of one half of one percent (0.50%) per annum of the face amount of each
Commetcial Letter of Credit issued by Lender. Each such fee shall be payable quarterly in arrears on
the first day of each calendar quarter and at the expiration or termination of the Letter of Credit. In
addition, Borrower shall pay to Lender, upon billing therefor, all of Lendet's standard commissions for
the issuance of banker's acceptances and standard charges fot issuance, amendment, extension and

cancellation of the Letter of Credit. All such fees and charges are referred to herein collectively as the
"L/C Fees."

c. Botrower shall unconditionally pay to Lender a late charge equal to five percent
(5%) of any and all payments of principal or interest on the Loans that are not paid within fifteen (15)
days of the due date. Such late charge shall be due and payable regardless of whether Lender has
accelerated the Obligations. Borrower agrees that any late fee payable to Lender is a reasonable estimate
of Lender's damages and is not a penalty.
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2.8. Prepayments:

a. Borrower may prepay the Revolving Credit in whole or in part at any time or
from time to time, without penalty or premium. Any prepayment shall be accompanied by all accrued
and unpaid interest.

2.9. Use of Proceeds: The extensions of credit under and proceeds of the Revolving Credit
shall be used to refinance existing Indebtedness, for working capital and general corporate purposes, and
to provide Letters of Credit for the Botrower.

2.10.  Capital Adequacy: If any present or future law, governmental rule, regulation, policy,
guideline, directive or similar requirement (whether or not having the force of law) imposes, modifies, or
deems applicable any capital adequacy, capital maintenance or similar requirement which affects the
manner in which Lender allocates capital resources to its commitments (including any commitments
hereunder), and as a result thereof, in the opinion of Lender, the rate of return on Lender's capital with
regard to the Loans is reduced to a level below that which Lender could have achieved but for such
circumstances, then in such case and upon notice from Lender to Borrower, from time to time,
Borrower shall pay Lender such additional amount or amounts as shall compensate Lender for such
reduction in Lender's rate of return. Such notice shall contain the statement of Lender with regard to
any such amount or amounts which shall, in the absence of manifest error, be binding upon Borrower.
In determining such amount, Lender may use any reasonable method of averaging and attribution that it
deems applicable.

SECTION III. COLLATERAL

3.1, Collateral: As security for the payment of the Obligations, and satisfaction by Borrower
of all covenants and undertakings contained in this Agreement and the othet Loan Documents:

a. Personal Property: Borrower heteby assigns and grants to Lender, a continuing
Lien on and security interest in, upon and to all assets of Borrower, including but not limited to the
following Property, all whether now owned or hereafter acquired, created or arising and wherever
located:

1. Accounts - All Accounts;

1. Chattel Paper - All Chattel Paper;

1. Documents - All Documents;
1v. Instruments - All Instruments;

V. Inventory - All Inventory;
vi. General Intangibles - All General Intangibles;
Vvii. Equipment - All Equipment,

108275.00103/20911988v6 15
146561v6 8/23/06

TRADEMARK
REEL: 003390 FRAME: 0759



viil. Fixtures - All Fixtures;

ix. Deposit Accounts - All Deposit Accounts;

X. Goods - All Goods;

X1. Letter of Credit Rights — All Letter of Credit Rights;
xil. Supporting Obligations — All Supporting Obligations;
xiil. Investment Property - All Investment Property;

Xiv. Trademarks — All Trademarks;

XV. Commercial Tort Claims — All Commercial Tort Claims identified and
described on Schedule "5.20" (as amended or supplemented from time to time);

xvi.  Property in Lender's Possession - All Property of Borrower, now ot
hereafter in Lender's possession; and

xvii. Proceeds - The Proceeds (including, without limitation, insurance
proceeds), whether cash or non-cash, of all of the foregoing property described in clauses (1) through
(viil), and the Proceeds of Proceeds.

3.2. Lien Documents: At Closing and thereafter as Lender deems necessary, Borrower shall
execute and/or deliver to Lender, or have executed and delivered (all in form and substance satisfactory
to Lender and its counsel):

a. Financing statements putsuant to the UCC, which Lender may file in the
jurisdiction where Borrower is organized and in any other jurisdiction that Lender deems appropriate;

b. Any other agreements, documents, instruments and writings, including, without
limitation, intellectual property security agreements, required by Lender to evidence, perfect or protect
the Liens and security interests in the Collateral or as Lendetr may reasonably request from time to time.

3.3, QOther Actions:

a. In addition to the foregoing, Borrower shall do anything further that may be
reasonably required by Lender to secure Lender and effectuate the intentions and objects of this
Agreement, including, without limitation, the execution and delivery of security agreements, contracts
and any other documents required hereunder. At Lender's reasonable request, Borrower shall also
immediately deliver (with execution by Botrower of all necessaty documents ot forms to reflect,
implement or enforce the Liens desctibed herein), or cause to be delivered to Lender all items for which
Lender must receive possession to obtain a petfected security interest, including without limitation, all
notes, stock powers, letters of credit, certificates and documents of title, Chattel Paper, Warehouse
Receipts, Instruments, and any other similar instruments constituting Collateral.

b. Lender is hereby authorized to file financing statements and amendments to
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financing statements without Borrower's signature, in accordance with the UCC. Borrower hereby
authorizes Lender to file all such financing statements and amendments to financing statements
describing the Collateral in any filing office as Lender, in its sole discretion may determine, including
financing statements listing "All Assets" in the collateral description therein. Borrower agrees to comply
with the requests of Lender in order for Lender to have and maintain a valid and petfected first security
interest in the Collateral including, without limitation, executing and causing any other Person to execute
such documents as Lender may require to obtain Control (as defined in the UCC) over all Deposit
Accounts, Letter of Credit Rights and Investment Propetty.

34. Searches, Certificates:

a. Lender shall, prior to or at Closing, and thereafter as Lender may determine from
time to time, at Borrower's expense, obtain the following searches (the results of which are to be
consistent with the warranties made by Borrower in this Agreement):

1 UCC searches with the Secretary of State and local filing office of each
state where Borrower or any Depositot is organized, maintains its executive office, a place of business,
or assets; and

1. Judgment, state and federal tax lien and corporate tax lien searches, in all
applicable filing offices of each state searched under subparagraph (1) above.

b. Borrower shall, prior to or at Closing and at its expense, obtain and deliver to
Lender good standing certificates showing Borrower to be in good standing in its state of organization
and in each other state in which it is doing and presently intends to do business for which qualification
is required.

3.5. Landlord's and Warehouseman's Waivers: Borrower will cause each owner of any
premises occupied by Borrower or to be occupied by Borrower and each warehouseman of any
watrehouse, where, in either event Collateral is held, to execute and deliver to Lender an instrument, in
form and substance satisfactory to Lender, under which such owner(s) or warehouseman subordinates
its /his/their interests in and waives its/his/their right to distrain on or foreclose against the Collateral
and agrees to allow Lender to remain on such premises to dispose of or deal with any Collateral located
thereon.

3.6. Filing Security Agreement: A carbon, photographic or other reproduction or other copy
of this Agreement or of a financing statement is sufficient as and may be filed in lieu of a financing
statement.

3.7. Power of Attorney: Each of the officers of Lender is hereby irtevocably made,
constituted and appointed the true and lawful attorney for Borrower (without tequiring any of them to
act as such) with full power of substitution to do the following: (a) upon the occurrence and during the
continuance of an Event of Default, endorse the name of Borrower upon any and all checks, drafts,
money orders and other instruments for the payment of monies that are payable to Borrower and
constitute collections on Borrowet's Accounts or proceeds of other Collateral; (b) execute and/ o file in
the name of Borrower any financing statements, schedules, assignments, instruments, documents and
statements that Borrower is obligated to give Lender hereunder or is necessary to perfect (or continue or
evidence the perfection of such security interest or Lien) Lender's security interest or Lien in the
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Collateral; and (c) during the continuance of an Event of Default, do such other and further acts and
deeds in the name of Borrower that Lender may reasonably deem necessary or desirable to enforce any
Account or other Collateral.

SECTION IV. CLOSING AND CONDITIONS PRECEDENT TO ADVANCES

Closing under this Agreement is subject to the following conditions precedent (all instruments,
documents and agreements to be in form and substance satisfactory to Lender and Lender's counsel):

4.1. Resolutions, and Other Documents: Botrrower shall have delivered, or caused to be
delivered to Lender the following:

a. this Agreement, the Notes, the Security and Control Agreements, the Pledge
Agreements, and each of the other Loan Documents all propetly executed;

b. financing statements and each of the other documents to be executed and/or
deltvered by Borrower or any other Person pursuant to this Agreement;

c. certified copies of (i} resolutions of Borrowet's and Depositors’ board of
directors or managing members (as applicable) authorizing the execution, delivery and performance of
this Agreement, the Notes to be issued hereunder, the Security and Control Agreements, the Pledge
Agreements, and each of the other Loan Documents required to be delivered by any Section hereof and
(i) Borrower's and Depositors’ atticles or cettificate of incotporation and by-laws or certificate of
formation and operating agreement, as applicable;

d. an incumbency certificate for Borrower and Depositors identifying all
Authorized Officers, with specimen signatures;

e. a collateral audit of Borrower's assets, liabilities, books and records, satisfactory
in all respects to Lender;

f. such financial statements, repotts, certifications and other operational
information as Lender may reasonably require, satisfactory in all respects to Lender;

g certification by the president of Borrower that there has not occutred any
material adverse change in the operations and condition (financial or otherwise) of Borrower since
December 31, 2005;

b. payment by Borrower of all fees including, without limitation, Revolving Credit
Closing Fee, and Expenses associated with the Loans;

1. Searches and certificates required under Section 3.4; and

J- such other documents reasonably required by Lender.

4.2. Absence of Certain Events: At the Closing Date, no Default or Event of Default
hereunder shall have occutred and be continuing.
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43.  Warranties and Representations at Closing: The warranties and representations

contained in Section 5 as well as any other Section of this Agreement shall be true and correct in all
respects on the Closing Date with the same effect as though made on and as of that date. Borrower
shall not have taken any action or permitted any condition to exist which would have been prohibited by
any Section hereof.

4.4.  Compliance with this Agreement: Borrower shall have performed and complied with all
agreements, covenants and conditions contained herein including, without limitation, the provisions of
Sections 6 and 7 hereof, which are required to be performed or complied with by Borrower before or at
the Closing Date.

4.5.  Officer’s Certificate: Lender shall have received a certificate dated the Closing Date and
signed by an executive officer of Borrower certifying that all of the conditions specified in this Section 4
have been fulfilled.

4.6. Closing: Subject to the conditions of this Section, the Loans shall be made available on
such date (the "Closing Date") and at such time as may be mutually agreeable to the parties
contemporaneously with the execution hereof ("Closing") at Reisman, Peirez & Reisman, L.L.P., 1305
Franklin Avenue, Garden City, New York 11530.

4.7.  Waiver of Rights: By completing the Closing hereunder, or by making Advances
hereunder, Lender does not thereby waive a breach of any warranty or representation made by Borrower
hereunder or under any agreement, document, or instrument delivered to Lender or otherwise referred
to herein, and any claims and rights of Lender resulting from any breach or misrepresentation by
Borrower are specifically reserved by Lender.

4.8.  Conditions for Future Advances: The making of Advances under the Revolving Credit
in any form following the Closing Date is subject to the following conditions precedent (all instruments,
documents and agreements to be in form and substance satisfactory to Lender and its counsel) following
the Closing Date:

a. This Agreement, the Security and Control Agreements, the Pledge Agreements,
the Surety Agreements, the Bank of New York Letter Agreement, and each of the other Loan
Documents shall be effective;

b. No event or condition shall have occurred or become known to Borrower, or
would result from the making of any requested Advance, which could have a Material Adverse Effect;

c. No Default or Event of Default then exists, or after giving effect to the making
of the Advance would exist;

d. Each Advance is within and complies with the terms and conditions of this
Agreement including, without limitation, the notice provisions contained in Section 2.4 hereof;

€. No Lien (other than a Permitted Lien) has been imposed on Borrower; and

f. Each representation and warranty set forth in Section 5 and any other Loan
Document in effect at such time (as amended or modified from time to time) is then true and cotrect in
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all material respects as if made on and as of such date except to the extent such representations and
warranties are made only as of a specific earlier date.

SECTION V. REPRESENTATIONS AND WARRANTIES

To induce Lender to complete the Closing and make the initial Advances under the Revolving
Credit and Loans to Borrower, Borrower warrants and represents to Lender that:

5.1. Corporate Organization and Validity:

a. Borrower (1) 1s a corporation, duly organized and validly existing under the laws
of the state of New York, (ii) has the appropriate power and authority to operate its business and to own
its Property and (iii) is duly qualified, is validly existing and in good standing and has lawful power and
authority to engage in the business it conducts in each state where the nature and extent of its business
requires qualification, except where the failure to so qualify does not and could not have a Material
Adverse Effect. A list of all states and other jurisdictions where Borrower is qualified to do business is
shown on Schedule "5.1" attached hereto and made part hereof.

b. The making and performance of this Agreement and the other Loan Documents
will not violate any law, government rule or regulation, court or administrative order or other such
otder, ot the charter, minutes or bylaw provisions of Borrower, or of Borrower's operating agreement ot
pattnership agreement, as applicable, or violate or result in a default (immediately or with the passage of
time) under any contract, agteement or instrument to which Botrowet is a party, ot by which Borrower
is bound. Borrower is not in violation of any term of any agreement ot insttument to which it is a party
or by which it may be bound which violation has or could have a Material Adverse Effect, or of its
charter, minutes or bylaw provisions, or of Borrower's operating agreement or partnership agreement, as
applicable.

c. Botrower has all requisite power and authortity to enter into and perform this
Agreement and to incur the obligations herein provided for, and has taken all proper and necessaty
action to authorize the execution, delivery and performance of this Agreement, and the other Loan
Documents as applicable.

d. This Agreement, the Notes to be issued hereunder, and all of the other Loan
Documents, when delivered, will be valid and binding upon Borrower, and enforceable in accordance
with their respective terms except as enforceability may be limited by applicable bankruptcy, insolvency,
reorganization, moratorium and similar laws affecting the enforcement of creditors' rights generally and
by general equitable principles.

e. The making and performance of the Security and Control Agreements , the
Pledge Agreements, and any other Loan Documents to which any Depositor is a party will not violate
any law, government rule or regulation, court or administrative order or other such ordet, ot the charter,
minutes or bylaw provisions of any Depositor, or of any Depositor's operating agreement ot partnership
agreement, as applicable, or violate or result in a default (immediately or with the passage of time) under
any contract, agreement or instrument to which any Depositor is a party, or by which any Depositor is
bound. Each Depositor is not in violation of any term of any agreement or instrument to which it is a
patty or by which it may be bound which violation has or could have a Material Adverse Effect, or of its
charter, minutes or bylaw provisions, or of any such Depositor's operating agreement ot partnership
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agreement, as applicable.

f. Fach Depositor has all tequisite power and authority to enter into and perform
its respective Security and Control Agreement and Pledge Agreement and to incur the obligations herein
provided for, and has taken all proper and necessary action to authorize the execution, delivery and
performance of such agreements, and the other L.oan Documents as applicable.

g Each Security and Control Agreement, Pledge Agreement and all of the other
Loan Documents to which any Depositor is a patty, when delivered, will be valid and binding upon such
Depositor, and enforceable in accordance with their respective terms except as enforceability may be
limited by applicable bankruptcy, insolvency, reorganization, moratorium and similar laws affecting the
enforcement of creditors' rights generally and by general equitable principles.

5.2.  Places of Business: The only places of business of Borrower, and the places where
Borrower keeps and intends to keep its Property, are at the addresses shown on Schedule "5.2" attached
hereto and made part hereof.

5.3.  PendingLitigation: There is no litigation and no judgments or judicial or administrative
otders ot proceedings pending, ot to the knowledge of Borrower, threatened, against Borrower or any
Surety in any court or before any Governmental Authority except as shown on Schedule "5.3" attached
hereto and made part hereof. To the knowledge of Borrower, there are no investigations (civil or
criminal) pending or threatened against Borrower or any Surety in any court or before any
Governmental Authority. Borrower is not in default with respect to any order of any Governmental
Authority. To the knowledge of Borrowet, no shareholder or executive officer of Borrower has been
indicted in connection with or convicted of engaging in any criminal conduct, or is currently subject to
any lawsuit or proceeding or under investigation in connection with any anti-racketeering or other
conduct or activity which may result in the forfeiture of any property to any Governmental Authority.

5.4. Title to Properties: Borrower has good and marketable title in fee simple (or its
equivalent under applicable law) to all the Property it purports to own, free from Liens and free from
the claims of any other Person, except for Permitted Liens.

5.5. Title to Collateral. Each Depositor has full right, title and interest in and to its
respective Collateral free and clear of any and all liens and encumbrances, so as to give Lender, to the
fullest extent permitted by applicable law, a perfected first-prionty security interest in such Collateral.

5.6. Governmental Consent: Neither the nature of Borrower or of its business or Property,
nor any relationship between Borrower and any other Person, nor any circumstance affecting Borrower
in connection with the issuance or delivery of this Agreement, the Notes or any other Loan Documents
1s such as to require a consent, approval or authorization of, or filing, registration or qualification with,
any Governmental Authority on the part of Borrower.

5.7.  Taxes: All tax returns required to be filed by Borrower in any jurisdiction have been
fied, and all taxes, assessments, fees and other governmental charges upon Borrower, or upon any of its
Property, income or franchises, which are shown to be due and payable on such returns have been paid,
except for those taxes being contested in good faith with due diligence by appropriate proceedings for
which appropriate reserves have been maintained under GAAP and as to which no Lien has been
entered. Borrower is not aware of any proposed additional tax assessment or tax to be assessed against
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or applicable to Borrower.

5.8.  Financial Statements: The annual reviewed consolidated (if applicable) balance sheet of
Borrower as of December 31, 2005, and the related statements of profit and loss, stockholder's equity
and cash flow as of such date accompanied by repotts thereon from Borrower's independent certified
public accountants (complete copies of which have been delivered to Lender), have been prepared in
accordance with GAAP and present fairly the financial position of Borrower as of such dates and the
results of its operations for such periods. The fiscal year for Borrower currently ends on December 31.
Borrowert's federal tax identification number and state organizational identification number for UCC
purposes are as shown on Schedule "5.8" attached hereto and made part hereof.

5.9.  Full Disclosure: The financial statements refetred to in Section 5.9 of this Agreement do
not, nor does any other written statement of Botrower to Lender in connection with the negotiation of
the Loans, contain any untrue statement of a material fact. Such statements do not omit a material fact,
the omission of which would make the statements contained therein misleading. There is no fact
known to Borrower which has not been disclosed in writing to Lender which has or could have a
Material Adverse Effect.

5.10. Subsidiaries: Bottower does not have any Subsidiaries or Affiliates, except as shown on
Schedule "5.10" attached hereto and made part hereof.

5.11. Investments, Guarantees, Contracts, etc.:

a. Borrower does not own or hold equity or long term debt investments in, or have
any outstanding advances to, any other Person, except as shown on Schedule "5.11(a)," attached hereto
and made part hereof.

b. Borrower has not entered into any leases for real or personal Property (whether
as landlord or tenant or lessor or lessee), except as shown on Schedule "5.11(b)," attached hereto and
made part hereof.

c. Borrower is not a party to any contract or agreement, or subject to any chatrter or
other corporate restriction, which has or could have a Material Adverse Effect.

d. Except as otherwise specifically provided in this Agreement, Borrower has not
agreed or consented to cause or permit any of its Property whether now owned or hereafter acquired to
be subject in the future (upon the happening of a contingency or otherwise), to a Lien not permitted by
this Agreement.

5.12. Government Regulations, etc.:

a. The use of the proceeds of and Botrowet's issuance of the Notes will not directly
or indirectly violate or result in a violation of Section 7 of the Securities Exchange Act of 1934, as
amended, or any regulations issued pursuant thereto, including, without limitation, Regulations U, T and
X of the Board of Governors of the Federal Reserve System, 12 C.F.R., Chapter II. Borrower does not
own or intend to carry or purchase any "margin stock" within the meaning of said Regulation U.

b. Borrower has obtained all licenses, petmits, franchises or other governmental
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authorizations necessary for the ownership of its Property and for the conduct of its business, except
where the absence of same would not have a Material Adverse Effect.

C. As of the date hereof, no employee benefit plan ("Pension Plan"), as defined in
Section 3(2) of ERISA, maintained by Borrower or under which Borrower could have any liability under
ERISA (i) has failed to meet the minimum funding standards established in Section 302 of ERISA,
(ii) has failed to comply in a material respect with all applicable requirements of ERISA and of the
Internal Revenue Code, including all applicable rulings and regulations thereunder, (iii) has engaged in or
been involved in a prohibited transaction under Section 406 of ERISA or Section 4975 of the Internal
Revenue Code which would subject Borrower to any material liability, or (iv) has been terminated if
such termination would subject Borrower to any material liability. Borrower has not assumed, or
received notice of a claim asserted against Borrower for, withdrawal liability (as defined in Section 4207
of ERISA) with respect to any multi employer pension plan and is not a member of any Controlled
Group (as defined in ERISA). Bortowet has timely made all contributions when due with respect to any
multi employer pension plan in which it participates and no event has occurred triggering a claim against
Borrower for withdrawal liability with respect to any multi employer pension plan in which Borrower
patticipates. All Employee Benefit Plans and muiti employer pension plans in which Borrower
participates are shown on Schedule "5.12(c)" attached hereto and made part hereof.

d. Borrower is not in violation of or receipt of written notice that it 1s in violation
of any applicable statute, regulation or ordinance of the United States of America, or of any state, city,
town, municipality, county or of any other jurisdiction, or of any agency, or department thereof,
(including, without limitation, Environmental Laws or government procurement regulations), a violation
of which causes or could cause a Material Adverse Effect.

e. Borrower is current with all reports and documents required to be filed with any
state or federal securities commission or similar agency and is in full compliance in all material respects
with all applicable rules and regulations of such commissions.

5.13. Business Interruptions: Within five (5) years prior to the date hereof, none of the
business, Property or operations of Botrower have been materially and adversely affected in any way by
any casualty, strike, lockout, combination of wotkers, otder of the United States of America, or any state
or local government, or any political subdivision or agency thereof, directed against Borrower. There
are no pending or, to Borrower's knowledge, threatened labor disputes, strikes, lockouts or similar
occurrences or grievances affecting Borrower. No labor contract of Borrower 1s scheduled to expire
prior to the Revolving Credit Maturity Date.

5.14. Names and Intellectual Property:

a. Within five (5) years pror to the Closing Date, Borrower has not conducted
business under ot used any other name (whether corporate or assumed) except for the names shown on
Schedule "5.14(a)" attached hereto and made part hereof. Borrower is the sole owner of all names listed
on such Schedule "5.14(a)" and any and all business done and all invoices issued in such trade names are
Borrower's sales, business and invoices. Each trade name of Borrower represents a division or trading
style of Borrower and not a separate Subsidiary or Affiliate or independent entity.

b. All trademarks, service marks, patents or copyrights which Borrower uses, plans
to use or has a right to use are shown on Schedule "5.14(b)" attached hereto and made part heteof and
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Botrower is the sole owner of such Property except to the extent any other Person has claims or rights
in such Property, as such claims and rights ate shown on Schedule “5.14(b)”. Borrower is not in
violation of any rights of any other Person with respect to such Property.

c. Except as shown on Schedule "5.14(c)" attached hereto and made part hereof, (1)
Borrower does not require any copytights, patents, trademarks or other intellectual propetty, ot any
license(s) to use any patents, trademarks ot other intellectual property in order to provide setvices to its
customers in the ordinary course of business; and (ii) Lender will not require any copyrights, patents,
trademarks or other intellectual property or any licenses to use the same in order to provide such
services after the occuttence of an Event of Default.

5.15. Other Associations: Borrower is not engaged and has no interest in any joint venture or
partnership with any other Person except as shown on Schedule "5.15," attached hereto and made part
hereof.

5.16. Environmental Matters: Except as shown on Schedule "5.16," attached hereto and made
part hereof:

a. To the best of Borrowet's knowledge after due inquity, no Property presently
owned, leased or opetated by Borrowet contains, or has previously contained, any Hazardous
Substances in amounts or concentrations which (i) constitute or constituted a violation of, or (ii) could
give rise to liability under, any Environmental Law.

b. To the best of Borrower's knowledge after due inquiry, Borrower 1is in
compliance, and, for the duration of all applicable statutes of limitations periods, has been in compliance
with all applicable Environmental Laws, and there is no contamination at, under or about any properties
presently owned, leased, or operated by Borrower or violation of any Environmental Law with respect
to such properties which could reasonably be expected to interfere with any of their continued
operations or reasonably be expected to impair the fair saleable value thereof.

C. Borrower has not received any notice of violation, alleged violation, non-
compliance, liability or potential liability regarding environmental matters or compliance with
Environmental Laws and Botrower has no knowledge that any such notice will be received or is being
threatened.

d. Hazardous Substances have not been transported or disposed of by Borrower or,
to the best of Borrower’s knowledge, by any other Person, in a manner or to a location which are
reasonably likely to give rise to liability of Bottower undet any Environmental Law.

e. No judicial proceeding or governmental ot administrative action is pending ,ot to
the knowledge of Borrower, threatened under any Envitonmental Law to which Borrower is, or to
Borrower's knowledge will be, named as a party, nor arte there any consent decrees or other decrees,
consent orders, administrative orders or other otdets, ot other administrative ot judicial requirements
outstanding, the implementation of which is reasonably likely to have a Material Adverse Effect on
Borrower's business, financial condition, Property or prospects under any Environmental Law.

5.17.  Regulation O: No director, executive officer or principal shareholder of Borrower is 2
director, executive officer or principal shareholder of Lender. For the purposes hereof the terms
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"ditector” "executive officer" and "ptincipal shareholder" (when used with reference to Lender), have
the respective meanings assigned theteto in Regulation O issued by the Boatd of Governors of the
Federal Reserve System."

5.18. Capital Stock: The authorized and outstanding Capital Stock of Borrower is as shown
on Schedule "5.18" attached hereto and made part hereof. All of the Capital Stock of Borrower has
been duly and validly authorized and issued and is fully paid and non-assessable and has been sold and
delivered to the holdets thereof in compliance with, or under valid exemption from, all Federal and state
laws and the rules and regulations of all Governmental Authorities governing the sale and delivery of
securities. Except for the rights and obligations shown on Schedule "5.18," there are no subscriptions,
warrants, options, calls, commitments, rights or agreements by which Botrower or any of the
shareholders of Borrower is bound relating to the issuance, transfer, voting or redemption of shares of
its Capital Stock or any pre-emptive rights held by any Person with respect to the shares of Capital Stock
of Borrower. Except as shown on Schedule "5.18," Borrower has not issued any secutities convertible
into or exchangeable for shares of its Capital Stock or any options, warrants or other rights to acquire
such shares or securities convettible into or exchangeable for such shares.

5.19.  Solvency: After giving effect to the transactions contemplated under this Agreement,
Borrower is solvent, is able to pay its debts as they become due, and has capital sufficient to carry on its
business and all businesses in which it is about to engage, and now owns Property having a value both at
fair valuation and at present fair salable value greater than the amount required to pay Borrower's debts.

Borrower will not be rendered insolvent by the execution and delivery of this Agreement or any of the
other Loan Documents executed in connection with this Agreement or by the transactions
contemplated hereunder or thereunder.

5.20. Perfection and Priority: This Agreement and the other Loan Documents are effective to
create in favor of Lender legal, valid and enforceable Liens in all right, title and interest of Borrower in
the Collateral, and (i) when financing statements have been filed in the offices of the jurisdictions shown
on Schedule "5.20," attached hereto and made part hereof under Borrower's name, or (ii) possession of
the Collateral has been taken by Lender in accordance with the applicable provisions of the UCC,
Borrower will have granted to Lender, and Lender will have perfected first priority Liens in the
Collateral, superior in right to any and all other Liens, existing or future, other than Permitted Liens, or
Liens against fixed assets of Botrower financed with Purchase Money Indebtedness.

5.21.  Commercial Tort Claims: As of the Closing Date, Borrower is not a party to any
Commercial Tort Claims, except as shown on Schedule "5.21" attached hereto and made patt hereof.

5.22. Letter of Credit Rights: As of the Closing Date, Borrower has no Letter of Credit
Rights, except as shown on Schedule "5.22," attached hereto and made part hereof.

5.23.  Deposit Accounts: All Deposit Accounts of Borrower are shown on Schedule "5.23."
attached hereto and made part hereof.

SECTION VI. BORROWER'S AFFIRMATIVE COVENANTS

Borrower covenants that until all of the Obligations are paid and satisfied in full and the
Revolving Credit has been terminated, that:
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6.1. Payment of Taxes and Claims: Borrower shall pay, before they become delinquent, all
taxes, assessments and governmental charges, or levies imposed upon it, or upon Borrower's Property,
and all claims or demands of materialmen, mechanics, carriers, warehousemen, landlords and other
Persons, entitled to the benefit of statutory or common law Liens which, in any case, if unpaid, would
result in the imposition of a Lien upon its Property; provided however, that Borrower shall not be
required to pay any such tax, assessment, chatge, levy, claim or demand if the amount, applicability ot
validity thereof, shall at the time, be contested in good faith and by appropriate proceedings by
Borrower, and if Borrower shall have set aside on its books adequate reserves in respect thereof, if so
required in accordance with GAAP; which deferment of payment is permissible so long as no Lien other
than a Permitted Lien has been entered and Borrower's title to, and its right to use, its Property are not
materially adversely affected thereby.

6.2. Maintenance of Properties and Corporate Existence:

a. Propetty - Botrowet shall maintain its Property in good condition (normal wear
and tear excepted) make all necessary renewals, replacements, additions, betterments and improvements
thereto and will pay and discharge when due the cost of repairs and maintenance to its Property, and
will pay all rentals when due for all real estate leased by Borrower.

b. Property Insurance, Public and Products Liability Insurance - Borrower shall
taintain insurance (i) on all insurable tangible Property against fire, flood, casualty and such other
hazards (including, without limitation, extended coverage, workmen's compensation, boiler and
machinery, with inflation coverage by endorsement) and (ii) against public liability, product liability and
business interruption, in each case in such amounts, with such deductibles and with such insurers as are
customarily used by companies operating in the same industry as Borrower. At or prior to Closing,
Borrower shall furnish Lender with duplicate original policies of insurance or such other evidence of
insurance as Lender may require, and any certificates of insurance shall be issued on Acotd Form-27. In
the event Borrower fails to procure or cause to be procured any such insurance ot to timely pay or cause
to be paid the premium(s) on any such insurance, Lender may do so for Borrower, but Borrower shall
continue to be liable for the same. The policies of all such casualty insurance shall contain standard
Lender's Loss Payable Clauses (and, with tespect to liability and interruption insurance, additional
insured clauses) issued in favor of Lender under which all losses thereunder shall be paid to Lender as
Lender's interest may appeat. Such policies shall expressly provide that the requisite insurance cannot
be altered or canceled without thirty (30) days prior written notice to Lender and shall insure Lender
notwithstanding the act or neglect of Borrower. Borrower hereby appoints Lender as Borrowet's
attorney-in-fact, exercisable at Lender's option to endorse any check which may be payable to Borrower
in order to collect the proceeds of such insurance and any amount or amounts collected by Lender
pursuant to the provisions of this Section may be applied by Lender, in its sole discretion, to any
Obligations or to repait, reconstruct ot teplace the loss of or damage to Collateral as Lender in its
discretion may from time to time determine. Botrower further covenants that all insurance premiums
owing under its current policies have been paid. Borrower shall notify Lender, immediately, upon
Borrowet's receipt of a notice of termination, cancellation, or non-renewal from its insurance company

of any such policy.

c. Financial Records - Borrower shall keep cuttrent and accurate books of records
and accounts in which full and correct entries will be made of all of its business transactions, and will
reflect in its financial statements adequate accruals and approptiations to reserves, all in accordance with
GAAP. Borrower shall not change its fiscal year end date without the prior written consent of Lender.
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d. Corporate Existence and Rights - Borrower shall do (or cause to be done) all
things necessary to preserve and keep in full force and effect its existence, good standing, rights and
franchises.

e. Compliance with Laws - Borrower shall be in compliance in all material respects
with any and all laws, ordinances, governmental rules and regulations, and court or administrative
orders or decrees to which it is subject, whether federal, state or local, (including, without limitation,
Environmental Laws and government procurement regulations) and shall obtain any and all licenses,
permits, franchises or other governmental authorizations necessary to the ownership of its Propetty or
to the conduct of its businesses, which violation or failure to obtain causes or could cause a Material
Adverse Effect. Borrower shall timely satisfy all assessments, fines, costs and penalties imposed (after
exhaustion of all appeals, provided a stay has been put in effect during such appeal) by any
Governmental Authority against Borrower or any Property of Botrower.

6.3.  Business Conducted: Borrower shall continue in the business presently operated by it
using its best efforts to maintain its customers and goodwill. Botrower shall not engage, directly or
indirectly, in any material respect in any line of business substantially different from the businesses
conducted by Borrower immediately prior to the Closing Date.

6.4.  Litigation: Borrower shall give prompt notice to Lender of any litigation claiming in
excess of Two Hundred Fifty Thousand Dollars ($250,000.00) from Borrower or any Affiliate or
Subsidiary of Borrower, or which may otherwise have a Material Adverse Effect.

6.5.  Issue Taxes: Borrower shall pay all taxes (other than taxes based upon or measured by
any Lendet's income or revenues or any personal property tax), if any, in connection with the issuance
of the Notes and the recording of any lien documents. The obligations of Borrower hereunder shall
survive the payment of Botrower's Obligations hereundet and the termination of this Agreement.

6.6.  Bank Accounts: Borrower shall maintain its major depository and disbursement
account(s) with Lender.

6.7.  Employee Benefit Plans: Botrowet shall (2) fund all of its Pension Plan(s) in a manner
that will satisfy the minimum funding standards of Section 302 of ERISA, (b) furnish Lender, promptly
upon Lender's request, with copies of all reports or other statements filed with the United States
Department of Labor, the PBGC or the IRS with respect to all Pension Plan(s), or which Borrower, or
any member of 2 Controlled Group, may receive from the United States Department of Labor, the IRS
or the PBGC, with respect to all such Pension Plan(s), and (c) promptly advise Lender of the occurrence
of any reportable event (as defined in Section 4043 of ERISA, other than a reportable event for which
the thirty (30) day notice requirement has been waived by the PBGC) or prohibited transaction (under
Section 406 of ERISA or Section 4975 of the Internal Revenue Code) with tespect to any such Pension
Plan(s) and the action which Borrower proposes to take with respect thereto. Botrower will make all
contributions when due with respect to any multi employer pension plan in which it participates and will
promptly advise Lender upon (x) its receipt of notice of the assertion against Bortower of a claim for
withdrawal liability, (y) the occurrence of any event which, to the best of Borrower's knowledge, would
trigger the assertion of a claim for withdrawal liability against Borrower, and (z) upon the occurrence of
any event which, to the best of Borrowet's knowledge, would place Borrower in a Controlled Group as
a result of which any member (including Botrower) thereof may be subject to a claim for withdrawal
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liability, whether liquidated or contingent.

6.8.  Financial Covenants: Borrower shall maintain and comply with the following financial
covenants:
a. Tangible Net Worth — Botrower shall maintain a Tangible Net Worth of

$1,750,000.00.

b. Leverage Ratio - Botrower shall maintain a Leverage Ratio of not more than 1..0
to 1.0, measured semi-annually as of the end of each fiscal year and as of the end of each second fiscal
quarter.

6.9. Financial and Business Information: Borrower shall deliver or cause to be delivered to
Lender the following:

a. Financial Statements and Collateral Repotts: such data, reports, statements and
information, financial or otherwise, as Lender may reasonably request, including, without hmitation:

i within sixty (60) days after June 30% of each calendar year, the
consolidated and consolidating (if applicable) or combined and combining (if applicable) income and
cash flow statements of Borrower and its Subsidiaries for such semi-annual period and for the expired
portion of the fiscal year ending with the end of such semi-annual period, setting forth in comparative
form the cotresponding figures for the corresponding periods of the previous fiscal year, and the
consolidated and consolidating (if applicable) or combined and combining (if applicable) balance sheet
of Borrower and its Subsidiaries as at the end of such semi-annual period, setung forth in comparative
form the corresponding figures as at the end of the corresponding periods of the previous fiscal year, all
in reasonable detail and certified by Borrowet's chief financial officer or chief executive officer to have
been prepared from the books and records of Borrower;

. on or before August 31, 2006, Borrower’s monthly budget projections
for fiscal years ended December 31, 2006 and December 31, 2007, composed of income statements,
balance sheets and statements of cash flows including written assumptions;

. within one hundred twenty (120) days after the end of each fiscal year of
Borrower, the consolidated and consolidating (if applicable) or combined and combining (if applicable)
income and cash flow statements of Borrower and its Subsidiaries for such yeat, and the consolidated
and consolidating (if applicable) or combined and combining (if applicable) balance sheet of Borrower
and its Subsidiaries as at the end of such fiscal year, setting forth in each case in comparative form the
corresponding figures as at the end of and for the previous fiscal year, all in reasonable detail, including
all supporting schedules, and reviewed by Shapito & Goldberg CPA PLLC, ot an independent public
accounting firm acceptable to Lender, and unqualifiedly certified to have been prepared in accordance
with GAAP, and such independent public accountants shall also unqualifiedly certify that in making the
examinations necessary to their certification mentioned above they have reviewed the terms of this
Agreement and the accounts and conditions of Botrower during the accounting period covered by the
certificate and that such review did not disclose the existence of any condition or event which
constitutes a Default or an Event of Default (or if such conditions or events existed, describing them)

together with copies of any management letters provided by such accountants to management of
Borrower;
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1v. within twenty (20) days of the end of each calendar month, Borrower’s
accounts receivable aging repott, accounts payable aging report, inventory reports and such other
reports as Lender reasonably deems necessaty, certified by Borrowet’s chief financial officer or chief
executive officer as true and cotrect, all in form and substance reasonably satisfactory to Lender;

\ within twenty (20) days of the end of each calendar month, Borrower’s
Collateral Accounts statements from Commerce Capital Markets, Inc. setting forth the current account
balances.

b. Notice of Event of Default - promptly upon becoming awate of the existence of
any condition or event which constitutes a Default or an Event of Default under this Agreement, a
written notice specifying the nature and period of existence thereof and what action Borrower is taking
(and proposes to take) with respect thereto;

c. Notice of Claimed Default - promptly upon receipt by Borrower, notice of
default, oral or written, given to Borrower by any creditor for Indebtedness for borrowed money,
otherwise holding long tertn Indebtedness; and

d. Secutities and Other Reports - if Borrower shall be required to file reports with
the Secutities and Exchange Commission pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended, promptly upon its becoming available, one copy of each financial statement,
repott, notice or proxy statement sent by Borrower to stockholders generally, and, a copy of each
regular or periodic report, and any registration statement, or prospectus in respect thereof, filed by
Borrower with any securities exchange or with federal or state securities and exchange commissions or
any successor agency.

6.10.  Officer’s Certificates: Along with the set of financial statements delivered to Lender at
the end of the second fiscal quatter pursuant to Section 6.9(a)(i) hereof and the annual financial
statements delivered pursuant to Section 6.9(2)(iii) hereof, Borrower shall deliver to Lender a certificate
("Semi-Annual Compliance Certificate") in a form reasonably acceptable to Lender from the chief
financial officer, chief executive officer or president of Borrower (and as to certificates accompanying
the annual financial statements of Borrower, also certified by Borrower's independent certified public
accountant) setting forth:

a. Event of Default - that the signer has reviewed the relevant terms of this
Agreement, and has made (or caused to be made under his/her supervision) a review of the transactions
and conditions of Borrower from the beginning of the accounting petiod covered by the financial
statements being delivered therewith to the date of the certificate, and that such review has not disclosed
the existence during such petiod of any condition or event which constitutes a Default or an Event of
Default or, if any such condition or event exists, specifying the nature and period of existence thereof
and what action Borrower has taken or proposes to take with respect thereto.

b. Covenant Compliance - the information (including detailed calculations) required
in order to establish that Borrower is in compliance with the requirements of Section 6.8 of this

Agteement, as of the end of the petiod covered by the financial statements delivered.

6.11.  Audits and Inspection: Borrower shall permit any of Lender's officets or other
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representatives to visit and inspect upon reasonable notice during business hours any of the locations of
Borrower, to examine and audit all of Borrower's books of account, records, reports and other papers,
to make copies and extracts therefrom and to discuss its affairs, finances and accounts with its officers,
employees and independent certified public accountants all at Borrower's expense at the standard rates
charged by Lender for such activities, plus Lendet's reasonable out-of-pocket expenses (all of which
amounts shall be Expenses); provided that, Lender shall not, unless an Event of Default occurs, conduct
more than one (1) audit per year.

6.12. Tax Returns, Financial Statements and Other Repotts: Within thirty (30) days after the
filing thereof, Borrower shall furnish, or shall cause to be furnished, to Lender copies of (a) the annual
federal and state income tax returns of Borrower for the immediately preceding year, and (b) the
personal financial statement (on Lendet's form) for each Surety, if an individual. Borrower further
agrees that, if requested by Lender, it shall promptly furnish Lender with copies of all reports filed with
any federal, state or local Governmental Authority.

6.13. Information to Participant: Lender may divuige to any participant, assignee or co-lender
ot prospective participant, assignee ot co-lender it may obtain in the Revolving Credit or any portion
thereof, all information, and furnish to such Person copies of any reports, financial statements,
certificates, and documents obtained under any provision of this Agreement, or related agreements and
documents.

6.14. Material Adverse Developments: Borrower agrees that immediately upon becoming
aware of any development or other information outside the ordinary course of business which would
reasonably be expected to have a Material Adverse Effect, excluding matters of a general economic,
financial or political nature, it shall give to Lender telephonic notice specifying the nature of such
development or information and such anticipated effect. In addition, such verbal communication shall
be confirmed by written notice thereof to Lender on the same day such verbal communication is made
or the next Business Day thereafter.

6.15.  Places of Business: Borrower shall give thirty (30) days ptiot written notice to Lender of
any changes in the location of any of its respective places of business, of the places whete records
concerning its Accounts or where its Inventory are kept, or the establishment of any new, or the
discontinuance of any existing place of business; provided that Borrower may not establish any place of
business outside of the United States.

6.16. Commercial Tort Claims: Borrower will immediately notify Lender in writing in the
event that Borrower becomes a party to or obtains any rights with respect to any Commercial Tort
Claim. Such notification shall include information sufficient to describe such Commetcial Tott Claim,
including, but not limited to, the parties to the claim, the court in which the claim was commenced, the
docket number assigned to such claim, if any, and a detailed explanation of the events that gave rise to
the claim. Borrower shall execute and deliver to Lender all documents and/or agreements necessary to
grant Lender a security interest in such Commercial Tort Claim to secute the Obligations. Borrower
authorizes Lender to file (without Botrower's signature) initial financing statements or amendments, as
Lender deems necessary to perfect its security interest in the Commercial Tort Claim.

6.17.  Letter of Credit Rights: Borrower shall provide Lender with written notice of any
Letters of Credit for which Borrower is the beneficiary. Botrower shall execute and deliver (or cause to
be executed or delivered) to Lender, all documents and agreements as Lender may require in otdet to
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obtain and petfect its security interest in such Letter of Credit Rights.

6.18. Loans from Shareholders and Affiliates: All loans made to Borrower by any
shareholdets or Affiliates of Botrtower shall be subordinate to all Loans and Letters of Credit issued
hereunder by Lender.

SECTION VII. BORROWER'S NEGATIVE COVENANTS:

Botrowet covenants that until all of the Obligations are paid and satisfied in full and the
Revolving Credit has been terminated, that:

7.1. Merger, Consolidation, Dissolution ot Liquidation:

a. Borrower shall not engage in any Asset Sale other than: (i) Inventory sold in the
ordinary course of Borrower's business, or (i) equipment that is replaced by other equipment of
comparable or superior quality and value within ninety (90) days of such Asset Sale.

b. Borrower shall not merge or consolidate with any othet Person or commence a
dissolution or liquidation.

7.2.  Acquisitions: Borrower shall not acquire all or a material portion of the Capital Stock or
assets of any Person in any transaction or in any seties of related transactions or enter into any sale and
leaseback transaction.

7.3.  Liens and Encumbrances: Borrower shall not: (i) execute a negative pledge agreement
with any Person covering any of its Property, or (i) cause or permit ot agtee or consent to cause ot
permit in the future (upon the happening of a contingency or otherwise), its Property (including,
without limitation, the Collateral), whether now owned or hereafter acquired, to be subject to a Lien or
be subject to any claim except for Permitted Liens.

7.4,  Transactions With Affiliates or Subsidiaries:

a. Borrower shall not enter into any transaction with any shareholder, Subsidiary or
other Affiliate, including, without limitation, the purchase, sale, or exchange of Property, or the loaning
ot giving of funds to any shareholder, Affiliate or any Subsidiary unless: (i) such shareholder, Subsidiary
ot Affiliate is engaged in a business substantially related to the business conducted by Borrower, is a
Botrower hereunder and the transaction is in the ordinary course of and pursuant to the reasonable
tequirements of Borrower's business and upon terms substantially the same and no less favorable to
Bottower as it would obtain in a comparable arm's length transactions with any Person not an Affiliate
or a Subsidiary, and so long as such transaction is not prohibited hereunder; ot (ii) such transaction is
intended for incidental administrative purposes. Notwithstanding the foregoing, Borrower (A) may
accept rent and other charges from an Affiliate as tenant pursuant to the lease of its premises at the
address set forth in Section 9.8, as such lease may be reasonably modified, amended or extended from
time to time, o pursuant to any replacement lease of the premises with an Affiliate, (B) may make sales
and purchases of goods and services to and from Chatles Leonard National, Inc. (“CLN™), (C) may
appottion warehousing costs and other administrative costs and expenses between Borrower and CLN,
and (D) except as permitted above, shall not for any reason directly ot indirectly make any loans or
transfers to CLN.
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b. Botrower shall not create ot acquire any Subsidiaty.

7.5.  Guarantees: Excepting the endorsement in the ordinaty course of business of negotiable
instruments for deposit or collection, Borrower shall not become or be liable, directly or indirectly,
prmary or secondary, matured or contingent, in any manner, whether as guarantor, surety,
accommodation maker, or otherwise, for the existing or future Indebtedness of any kind of any Person.

7.6.  Distributions, Bonuses and Other Indebtedness: Borrower shall not: () declare ot pay
or make any forms of Distribution to holders of Borrower's Capital Stock, other than Permitted Tax
Distributions; (b) declare or pay any bonus compensation to its officets if an Event of Default exists or
would result from the payment theteof; (c) hereafter incur or become liable for any Indebtedness other
than Permitted Indebtedness; (d) make any prepayments on any existing or future Indebtedness (other
than the Obligations); or (e) make any payments on Subordinated Debt in violation of the subordination
provisions of the applicable Subordination Agreements.

7.7. Loans and Investments: Botrower shall not make ot have outstanding loans, advances,
extensions of credit or capital contributions to, or investments in, any Person other than Permitted
Investments.

7.8.  Use of Lender’s Name: Borrower shall not use Lender's name in connection with any of
its business operations, except as may be reasonably necessary in its ordinary course of business.

Nothing herein contained is intended to permit or authorize Bortowet to make any contract on behalf
of Lender.

7.9. Miscellaneous Covenants:

a. Borrower shall not become or be a party to any contract ot agreement which at
the time of becoming a party to such contract or agteement matetially impairs Borrowet's ability to
perform under this Agreement, or under any other instrument, agreement or document to which
Botrower is a party or by which it is or may be bound.

b. Botrower shall not catry or purchase any "margin stock"” within the meaning of
Regulations U, T ot X of the Board of Governors of the Federal Reserve System, 12 C.F.R., Chapter II.

7.10.  Junsdiction of Organization: If a Registered Organization, Borrower shall not change its
jurisdiction of organization.

SECTION VIII. DEFAULT

8.1. Events of Default: Each of the following events shall constitute an event of default
("Event of Default™):

a. Payments - if Borrower fails to make any payment of principal or interest under
the Obligations on the date such payment is due and payable; or

b. Other Charges - if Borrower fails to pay any other charges, fees, Expenses ot
other monetary obligations owing to Lender arising out of or incurred in connection with this
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Agreement within five (5) Business Days after the date such payment is due and payable; or

c. Particular Covenant Defaults - if Borrower fails to perform, comply with or
observe any covenant or undertaking contained in this Agreement and (other than with respect to the
covenants contained in Section 6.8 and Section 7 for which no cure period shall exist), such failure
continues for fifteen (15) days after the occurrence thereof; or

d. Financial Information - if any statement, report, financial statement, or certificate
made or delivered by Borrower or any of its officers, employees or agents, to Lender is not true and
correct, in all material respects, when made; or

e. Uninsured J.oss - if there shall occur any uninsured damage to or loss, theft, or
destruction in excess of Two Hundred Fifty Thousand Dollars ($250,000.00) in the aggregate with
respect to any portion of any Property of Borrower; or

f. Warranties or Representations - if any warranty, representation or other
statement by or on behalf of Borrower contained in or pursuant to this Agreement, the other Loan
Documents or in any document, agreement or instrument furnished in compliance with, relating to, or
in reference to this Agreement, is false, erroneous, or misleading in any material respect when made; or

. Agreements with Others - (1) if Borrower, or any Affiliate or Subsidiary of
Borrower, shall default beyond any applicable grace petiod in the payment of principal or interest of any
Indebtedness of Borrower, or of indebtedness of Borrower’s Affiliate or Subsidiary, as applicable, in
excess of Two Hundred Fifty Thousand Dollars ($250,000.00) in the aggregate; or (ii) if Borrower, or
any Affiliate or Subsidiary of Borrower, otherwise defaults under the terms of any such Indebtedness if
the effect of such default is to enable the holder of such Indebtedness to accelerate the payment of
Borrower's obligations, ot to accelerate the payment of the obligations of Borrower’s Affiliate or
Subsidiary, as applicable, which ate the subject thereof, prior to the maturity date ot ptior to the
regularly scheduled date of payment;

h. Other Agreements with Lender - if Borrower, or any Affiliate or Subsidiary of
Borrower, breaches or violates the terms of, or if a default (and expiration of any applicable cure
petiod), or an Event of Default, occurs undet, any Interest Hedging Instrument ot any other existing or
future agreement (related or untelated) (including, without limitation, the other Loan Documents)
between Lender and Borrower or between Lender and an Affiliate or Subsidiary of Borrower; or

1 Judgments - if any final judgment for the payment of money in excess of Fifty
Thousand Dollars ($50,000.00) in the aggregate (i) which is not fully and unconditionally covered by
insurance or (ii) for which Borrower has not established a cash ot cash equivalent reserve in the full
amount of such judgment, shall be rendered by a court of record against Botrower and such judgment
shall continue unsatisfied and in effect for a period of thirty (30) consecutive days without being
vacated, discharged, satisfied or bonded pending appeal; or

J- Assignment for Benefit of Creditors, etc. - if Borrower makes or proposes in

writing, an assignment for the benefit of creditors generally, offers a composition or extension to
creditors, or makes or sends notice of an intended bulk sale of any business or assets now or hereafter
owned or conducted by Borrower; or
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k. Bankruptcy, Dissolution, etc. - upon the commencement of any action for the
dissolution or liquidation of Botrower, or the commencement of any proceeding to avoid any
transaction entered into by Borrower, or the commencement of any case or proceeding for
reorganization or liquidation of Borrower's debts under the Bankruptcy Code or any other state or
federal law, now or hereafter enacted for the relief of debtots, whether instituted by or against
Borrower; provided however, that Borrower shall have forty-five (45) days to obtain the dismissal or
discharge of involuntary proceedings filed against it, it being understood that during such forty-five (45)
day period, Lender shall not be obligated to make Advances hereunder and Lender may seek adequate
protection in any bankruptcy proceeding; or

L. Receiver - upon the appointment of a receiver, liquidator, custodian, trustee or
similar official or fiduciary for any Borrower or for Borrower's Property; or

m. Execution Process, etc. - the issuance of any execution or distraint process
against any Property of Borrower; or

n. Termination of Business - if Borrower ceases any matenal portion of its business
operations as presently conducted; or

o. Pension Benefits, etc. - if Bortower fails to comply with ERISA so that
proceedings are commenced to appoint a trustee under ERISA to administer Borrowet's employee plans
or the PBGC institutes proceedings to appoint a trustee to administer such plan(s), or a Lien is entered
to secure any deficiency or claim ot a "reportable event" as defined under ERISA occuts; or

Investigations - any indication ot evidence received by Lender that reasonably
leads it to believe Borrower may have directly or indirectly been engaged in any type of activity which,
would be reasonably likely to result in the forfeiture of any material property of Borrower to any
governmental entity, federal, state or local; or

q. Change of Control - if thete shall occut a Change of Control; or
r. Surety Agreement - if any breach or default occurs beyond any applicable grace

petiod under a Sutety Agreement, if any Surety dies, or if a Surety Agreement, or any obligation to
perform thereunder, is terminated; or

s. Security and Control Agreement - if any breach or default occurs beyond any
applicable grace period under a Secutity and Control Agreement, or if a Security and Control
Agreement, or any obligation to petform thereunder, is terminated;

t. Pledge Agreement - if any breach or default occurs beyond any applicable grace

period under a Pledge Agreement, or if a Pledge Agreement, or any obligation to perform thereunder, 1s
terminated;

u. Bank of New York Letter Agreement - if any breach or default occurs beyond
any applicable grace period under a Bank of New York Letter Agreement, or if a Bank of New York
Letter Agreement, or any obligation to perform thereunder, is terminated;

V. Liens - if any Lien in favor of Lender shall cease to be valid, enforceable and
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perfected and prior to all other Liens other than Permitted Liens or if Borrower or any Governmental
Authority shall assett any of the foregoing; or

w. Material Adverse Effect —if there is any change in Botrower's financial condition
which, in Lender's reasonable opinion, has ot would be teasonably likely to have a Material Adverse
Effect, or

X. Other Loan Documents - if any other Person (other than Lender) patty to a
Loan Document, breaches or violates any term, provision or condition of such Loan Document beyond
any applicable grace period.

8.2.  Cure: Nothing contained in this Agreement or the Loan Documents shall be deemed to
compel Lender to accept a cure of any Event of Default hereunder.

8.3.  Rights and Remedies on Default:

a. In addition to all other tights, options and remedies granted or available to
Lender under this Agreement or the Loan Documents (each of which is also then exercisable by
Lendet), ot otherwise available at law or in equity, upon or at any time after the occurrence and duting
the continuance of a Default or an Event of Default, Lender may, in its discretion, withhold or cease
making Advances under the Revolving Credit.

b. In addition to all other rights, options and remedies granted or available to
Lender under this Agreement or the Loan Documents (each of which is also then exetcisable by
Lender), or otherwise available at law or in equity, upon or at any time after the occurrence and during
the continuance of an Event of Default Lender may, in its discretion, terminate the Revolving Credit
and declare the Obligations immediately due and payable, all without demand, notice, presentment or
protest or further action of any kind (it also being understood that the occurrence of any of the events
or conditions set forth in Sections 8.1()),(k) or (I) shall automatically cause an acceleration of the
Obligations).

c. (©) In addition to all other rights, options and remedies granted or available
to Lender, under this Agreement or the Loan Documents (each of which is also then exercisable by
Lender), upon or at any time aftet the occutrence anid during the continuance of an Event of Default,
Bortower shall be obligated to deliver and pledge to Lendet, cash collateral in the amount of all
outstanding Letters of Credit.

d. In addition to all other tights, options and remedies granted or available to
Lender under this Agreement or the Loan Documents (each of which is also then exercisable by
Lender), ot otherwise available at law ot in equity, upon or at any time after the acceleration of the
Obligations following the occuttence of an Event of Default (other than the rights with respect to
clause (iv) below which Lender may exetcise at any time after an Event of Default and regardless of
whether thete is an acceleration), Lender may, in its disctetion, exetcise all rights under the UCC and any
othet applicable law or in equity, and under all Loan Documents permitted to be exercised after the
occutrence of an Event of Default, including the following rights and remedies (which list is given by
way of example and is not intended to be an exhaustive list of all such rights and remedies):

L The right to take possession of, send notices regarding and collect
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directly the Collateral, with or without judicial process (including without limitation the right to notify
the United States postal authorities to redirect mail addressed to Botrower to an address designated by
Lender); or

1. By its own means or with judicial assistance, enter Borrower's premises
and take possession of the Collateral, or render it unusable, or dispose of the Collateral on such
ptemises in compliance with subsection (e) below, without any hiability for rent, storage, utilities or other
sums, and Borrower shall not resist or intetfere with such action; or

1l Require Borrower at Borrower's expense to assemble all or any part of
the Collateral (other than real estate or fixtures) and make it available to Lender at any place designated
by Lender; or

. The right to reduce or modify the Borrowing Base or to modify the terms
and conditions upon which Lender may be willing to consider making Advances under the Revolving
Credit or to take additional resetves against the Revolving Credit; or

V. The right to enjoin any violation of Section 7.1, it being agreed that
Lender's remedies at law are inadequate.

e. Borrower hereby agrees that a notice received by it at least seven (7) days before
the time of any intended public sale or of the time after which any private sale or other disposition of
the Collateral is to be made, shall be deemed to be teasonable notice of such sale ot other disposition.
If permitted by applicable law, any perishable inventory or Collateral which threatens to speedily decline
in value or which 1s sold on a recognized market may be sold immediately by Lender without prior
notice to Borrower. Borrower covenants and agtees not to interfere with or impose any obstacle to
Lendet's exercise of its rights and remedies with respect to the Collateral, after the occurrence of an
Event of Default hereunder. Lender shall have no obligation to clean up or prepare the Collateral for
sale. If Lender sells any of the Collateral upon credit, Borrower will only be credited with payments
actually made by the purchaser thereof, that are received by Lender. Lender may, in connection with
any sale of the Collateral specifically disclaim any warranties of title or the like.

8.4.  Natutre of Remedies: All rights and remedies granted Lender hereunder and under the
Loan Documents, or otherwise available at law or in equity, shall be deemed concurrent and cumulative,
and not alternative remedies, and Lender may proceed with any number of remedies at the same time
until all Obligations are satisfied in full. The exercise of any one right or remedy shall not be deemed a
waiver or release of any other right or remedy, and Lender, upon or at any time after the occurrence of
an Event of Default, may proceed against Borrower, at any time, under any agreement, with any
available remedy and in any order.

8.5.  Set-Off: Ifany bank account of Borrower with Lender or any participant is attached or
othetwise liened or levied upon by any third party, Lender (and such participant) shall have and be
deemed to have, without notice to Borrower, the immediate right of set-off and may apply the funds ot
amount thus set-off against any of Botrower's Obligations hereunder.

SECTION IX. MISCELLANEOUS
9.1.  Governing Law: THIS AGREEMENT, AND ALL RELATED AGREEMENTS
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AND DOCUMENTS, SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE
WITH THE SUBSTANTIVE LAWS OF THE STATE WHERE LENDER'S OFFICE
IDENTIFIED IN SECTION 9.8 IS LOCATED. THE PROVISIONS OF THIS AGREEMENT
AND ALL OTHER AGREEMENTS AND DOCUMENTS REFERRED TO HEREIN ARE TO BE
DEEMED SEVERABLE, AND THE INVALIDITY OR UNENFORCEABILITY OF ANY
PROVISION SHALL NOT AFFECT OR IMPAIR THE REMAINING PROVISIONS WHICH
SHALL CONTINUE IN FULL FORCE AND EFFECT.

9.2. Integrated Agreement: The Note, the other Loan Documents, all related agreements,
and this Agreement shall be construed as integrated and complementary of each other, and as
augmenting and not restricting Lender's rights and remedies. If, after applying the foregoing, an
inconsistency still exists, the provisions of this Agreement shall constitute an amendment thereto and
shall control.

9.3.  Waiver: No omission or delay by Lender in exercising any right or power under this
Agteement or any related agreements and documents will impair such right or power or be construed to
be a waiver of any Default, or Event of Default or an acquiescence therein, and any single or partial
exercise of any such right or power will not preclude other or further exercise thereof or the exercise of
any other right, and as to Borrower no waiver will be valid unless in writing and signed by Lender and
then only to the extent specified.

9.4. Indemnity:

a. Borrower releases and shall indemnify, defend and hold harmless Lender and its
respective officers, employees and agents, of and from any claims, demands, liabilities, obligations,
judgments, injuries, losses, damages and costs and expenses (including, without limitation, reasonable
legal fees) resulting from (i) acts or conduct of Borrower under, pursuant, or related to this Agreement
or the other Loan Documents, (i) Borrower's breach or violation of any representation, warranty,
covenant or undertaking contained in this Agreement ot the other Loan Documents, (iii) Borrowet's
failure to comply with any or all laws, statutes, ordinances, governmental rules, regulations or standards,
whether federal, state or local, ot court or administrative orders or decrees, (including without limitation
Environmental Laws, etc.), (iv) acts or conduct of any Depositor under, pursuant, or related to any
Security and Control Agreement, any Pledge Agreement, or any other Loan Documents to which such
Depositor is a party, (v) any Depositor's breach or violation of any representation, warranty, covenarnt or
undertaking contained in any Security and Control Agreement, any Pledge Agreement, ot any other
Loan Documents to which such Depositor is a party, and (vi) any claim by any other cteditor of
Borrower against Lender atising out of any transaction whether hereunder or in any way related to the
Loan Documents and all costs, expenses, fines, penalties or other damages resulting therefrom, unless
resulting solely from acts or conduct of Lender constituting willful misconduct or gross negligence.

b. Promptly after receipt by an indemnified party under subsection (a) above of
notice of the commencement of any action by a third party, such indemnified party shall, if a claim in
respect thereof is to be made against the indemnifying party under such subsection, notify the
indemnifying party in writing of the commencement thereof. The omission so to notify the
indemnifying party shall relieve the indemnifying party from any liability which it may have to any
indemnified party under such subsection only if the indemnifying party is unable to defend such actions
as a result of such failure to so notify. In case any such action shall be brought against any indemnified
party and it shall notify the indemnifying party of the commencement thereof, the indemnifying party

108275.00103/20911988v6 37
146561v6 8/23/06

TRADEMARK
REEL: 003390 FRAME: 0781



shall be entitled to patticipate thetein and, to the extent that it shall wish, jointly with any other
indemnifying patty similatly notified, to assume the defense thereof, with counsel reasonably satisfactory
to such indemnified party (who shall not, except with the consent of the indemnified party, be counsel
to the indemnified party), and, after notice from the indemnifying party to such indemnified party of its
election so to assume the defense thereof, the indemnifying party shall not be liable to such indemnified
party under such subsection for any legal expenses of other counsel or any other expenses, in each case
subsequently incurted by such indemnified party, in connection with the defense thereof other than
reasonable costs of investigation.

9.5. Time: Whenever Borrower shall be required to make any payment, or perform any act,
on a day which is not a Business Day, such payment may be made, or such act may be performed, on
the next succeeding Business Day. Time is of the essence in Borrower's performance under all
provisions of this Agreement and all related agreements and documents.

9.6.  Expenses of Lender: At Closing and from time to time thereafter, Borrower will pay
upon demand of Lender all reasonable costs, fees and expenses of Lender in connection with (1)(A) the
analysis, negotiation, preparation, execution, delivery and termination of this Agreement, and other
Loan Documents and the documents and instruments referred to herein and therein (the “Ancillary
Documents”), and any amendment, amendment and restatement, supplement, waiver or consent
relating hereto or thereto, whether or not any such amendment, amendment and testatement,
supplement, waiver ot consent is executed ot becomes effective, (B) search costs, (C) the reasonable
fees, expenses and disbursements of counsel for Lender in connection with the Loan Agreement, the
other Loan Documents or the Ancillary Documents, including without limitation, any teasonable fees
incurred as a result of any reasonably necessary administration thereof, (D) any fees or expenses
incurred by Lender under Section 6.11 for which Bortowet is obligated thereundet, and (E) reasonable
charges of any expert consultant to Lender, (ii) the enforcement of Lender’s tights hereunder, or the
collection of any payments owing from, Botrowet under this Agreement and/or the other Loan
Documents or the protection, preservation or defense of the rights of Lender hereunder and under the
other Loan Documents, and (iii) any refinancing or restructuring of the credit arrangements provided
under this Agreement and other Loan Documents in the nature of 2 "wotk-out" or of any insolvency ot
bankruptcy proceedings, or otherwise (including the reasonable fees and disbursements of counsel for
Lender and, with respect to clauses (i) and (iii), reasonable allocated costs of internal counsel)
(collectively, the "Expenses");

9.7.  Brokerage: This transaction was brought about and entered into by Lender and
Borrower acting as ptincipals and without any brokets, agents or finders being the effective procuring
cause hereof. Each party represents to the other that it has not committed the other to the payment of
any brokerage fee, commission or charge in connection with this transaction. Each party hereby
indemnifies, defends and saves the other party harmless against any claim atising from or out of a
breach of such representation, and further will defend, with counsel reasonably satisfactory to the
indemnified party, any action ot actions to tecover on such claim, at the breaching party’s own cost and
expense, including the indemnified party's reasonable counsel fees. Borrower further agrees that until
any such claim ot demand is adjudicated against Lender in such party's favor, the amount demanded
shall be deemed an Obligation of Borrower under this Agreement.

9.8.  Notices:
a. Any notices or consents required ot petmitted by this Agreement shall be in
108275.00103/20911988v6 38

146561v6 8/23/06

TRADEMARK
REEL: 003390 FRAME: 0782



writing and shall be deemed given if delivered in person to the person listed below or if sent by telecopy
or by nationally recognized overnight coutriet, as follows, unless such address is changed by written
notice hereunder:

If to Lender to: Commerce Bank, N.A.
45 Melville Park Road
Melville, New York 11747
Attention: Candice A. Singer
Telecopy No.: (631) 962-2749

With copies to: Reisman, Peirez & Reisman, L.L.P.
1305 Franklin Avenue
Garden City, New York 11530
Attention: Jerome Reisman, Esq.
Telecopy No.: (516) 742-4946

If to Borrower to: Chatles Leonard, Inc.
145 Kennedy Drive
Hauppauge, New York 11788
Attention: President
Telecopy No.: (631) 273-6777

With copies to: Meltzer, Lippe & Goldstein & Breitstone, LLP
190 Willis Avenue
Mineola, New York 11501
Attention: David Schaffer, Esq.
Telecopy No.: (516) 747-0653

b. Any notice sent by Lender, or Borrower by any of the above methods shall be
deemed to be given when so recerved.

c. Lender shall be fully entitled to rely upon any telecopy transmission or other
writing purported to be sent by any Authorized Officer (whether requesting an Advance or otherwise)
as being genuine and authorized.

9.9. Headings: The headings of any paragraph or Section of this Agreement are for
convenience only and shall not be used to interptet any provision of this Agreement.

9.10. Survival: All warranties, representations, and covenants made by Botrower herein, ot in
any agreement referred to herein or on any certificate, document or other instrument delivered by it or
on its behalf under this Agreement, shall be considered to have been relied upon by Lendet, and shall
survive the delivery to Lender of the Notes, regardless of any investigation made by Lender or on its
behalf. All statements in any such certificate or other instrument prepared and/or delivered for the
benefit of Lender shall constitute warranties and representations by Borrower hereurider. Except as
otherwise expressly provided herein, all covenants made by Borrower hereunder or under any other
agreement or nstrument shall be deemed continuing undl all Obligations are satisfied in full. All
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indemnification obligations under this Agreement, including under Section 2.2, 6.5, 9.4 and 9.7, shall
survive the termination of this Agreement and payment of the Obligations for a period of two (2) years.

9.11.  Successors and Assigns: This Agreement shall inure to the benefit of and be binding
upon the successors and assigns of each of the parties. Borrower may not transfer, assign or delegate
any of its duties or obligations hereunder. Borrower acknowledges and agrees that Lender may at any
time, and from titme to time, (a) sell participating interests in the Loans, and Lender's rights hereunder to
other financial institutions, and (b) sell, transfer, or assign the Loans and Lender's rights hereunder, to
any one or more additional banks or financial institutions, subject (as to Lender's rights under this clause
(b)) to Borrower's written consent, which consent shall not be unreasonably withheld; provided that, no
consent under this clause (b) shall be required if an Event of Default exists at the time of such sale,
transfer or assignment.

9.12.  Duplicate Originals: Two or more duplicate originals of this Agreement may be signed
by the parties, each of which shall be an original but all of which together shall constitute one and the
same instrument.

9.13. Modificatdon: No modification hereof or any agreement referred to herein shall be
binding or enforceable unless in writing and signed by Borrower and Lender.

9.14.  Signatories: Each individual signatory hereto represents and warrants that he is duly
authorized to execute this Agreement on behalf of his principal and that he executes the Agreement in
such capacity and not as a party.

9.15. Third Parties: No rights are intended to be created heteunder, or under any related
agreements or documents for the benefit of any third party donee, creditor or incidental beneficiary of
Borrower. Nothing contained in this Agreement shall be construed as a delegation to Lender of
Borrower's duty of performance, including, without limitation, Bortower's duties under any account or
contract with any other Person.

9.16. Discharge of Taxes, Borrowet's Obligations, Etc.: Lender, in its sole discretion, shall
have the right at any time, and from time to time, with at least ten (10) days prior notice to Borrower if
Botrower fail to do so, to: (a) pay for the performance of any of Borrower's obligations hereunder, and
(b) discharge taxes or Liens, at any time levied or placed on Borrower's Property in violation of this
Agtreement unless Borrower is in good faith with due diligence by appropriate proceedings contesting
such taxes or Liens and maintaining proper resetves therefor in accordance with GAAP. Expenses and
advances shall be added to the Revolving Credit, and bear interest at the rate applicable to the Revolving
Credit, until reimbursed to Lender. Such payments and advances made by Lender shall not be
construed as a waiver by Lender of a Default or Event of Default under this Agreement.

9.17. Withholding and Other Tax Liabilities: Lender shall have the right to refuse to make any
Advances from time to time unless Borrower shall, at Lender's request, have given to Lender evidence,
reasonably satisfactory to Lender, that Borrower has properly deposited or paid, as required by law, all
withholding taxes and all federal, state, city, county or other taxes due up to and including the date of
the tequested Advance. Copies of deposit slips showing payment shall constitute satisfactory evidence
for such purpose. In the event that any Lien, assessment or tax liability against Borrower shall arise in
favor of any taxing authority, whether or not notice thereof shall be filed ot recorded as may be required
by law, Lender shall have the right (but shall not be obligated, nor shall Lender hereby assume the duty)
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to pay any such Lien, assessment or tax liability by virtue of which such charge shall have arisen;
provided, however, that Lender shall not pay any such tax, assessment or Lien if the amount,
applicability or validity thereof is being contested in good faith and by appropriate proceedings by
Borrower. In order to pay any such Lien, assessment or tax liability, Lender shall not be obliged to wait
until such lien, assessment or tax liability is filed before taking such action as hereinabove set forth. Any
sum or sums which Lender shall have paid for the discharge of any such Lien shall be added to the
Revolving Credit and shall be paid by Borrower to Lender with interest thereon at the rate applicable to
the Revolving Credit, upon demand, and Lender shall be subrogated to all rights of such taxing authority
against Borrower.

9.18. Consent to Jurisdiction: Borrower and Lender each hereby itrevocably consent to the
non-exclusive jurisdiction of the Coutrts of the state where Lender's office identified in Section 9.8 is
located or the United States District Court for the Eastern District of New York in any and all actions
and proceedings whether arising hereunder or under any other agreement or undertaking. Borrower
watves any objection which Borrower may have based upon lack of personal jurisdiction, improper
venue or forum non conveniens. Borrower irrevocably agrees to service of process by certified mail,
return receipt requested to the address of the appropriate party set forth herein.

9.19. Additional Documentation: Botrrower shall execute and/or re-execute, and cause any
Surety or other Person party to any Loan Document, to execute and/or re-execute and to delivet to
Lender or Lender’s counsel, as may be deemed appropriate, any document or instrument signed in
connection with this Agreement which was incorrectly drafted and/or signed, as well as any document
ot instrument which should have been signed at or prior to the Closing, but which was not so signed
and delivered. Borrower agrees to comply with any written request by Lender within ten (10) days after
receipt by Borrower of such request.

9.20. Advertisement:

L Lender shall have the right to announce and publicize the financing
established hereunder, as it deems approptiate, by means and media selected by Lendet, provided, that
Lender obtains Borrower’s prior written consent with respect to the information disclosed about
Borrower and with respect to the means and media utilized in connection therewith, such consent not to
be unreasonably withheld. Subject to the foregoing, such publication shall include all pertinent
information relating to such financing, including without limitation, the term, purpose, pricing, loan
amount, name of Borrower and location of any Real Property.

9.21.  Waiver of Jury Trial: BORROWER AND LENDER EACH HEREBY WAIVE ANY
AND ALL RIGHTS IT MAY HAVE TO A JURY TRIAL IN CONNECTION WITH ANY
LITIGATION, PROCEEDING OR COUNTERCLAIM ARISING WITH RESPECT TO RIGHTS
AND OBLIGATIONS OF THE PARTIES HERETO OR UNDER THE LOAN DOCUMENTS
OR WITH RESPECT TO ANY CLAIMS ARISING OUT OF ANY DISCUSSIONS,
NEGOTIATIONS OR COMMUNICATIONS INVOLVING OR RELATED TO ANY
PROPOSED RENEWAL, EXTENSION, AMENDMENT, MODIFICATION, RESTRUCTURE,
FORBEARANCE, WORKOUT, OR ENFORCEMENT OF THE TRANSACTIONS
CONTEMPLATED BY THE LOAN DOCUMENTS.
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9.22. Consequential Damages: Neither Lendet not agent or attorney of Lender, shall be liable
for any consequential damages arising from any breach of contract, tort or other wrong relating to the
establishment, administration or collection of the Obligations.

IN WITNESS WHEREOF, the undetsigned patties have executed this Agreement the day and
year first above wrntten.

CHARLES LEONARD, INC.

By: )//4@// 7/ /1 //

Name: D{Wld Hlts
Title: President

COMMERCE BANK, N.A.

By: / / ’5‘/ P
Name: Salvatomgti

Title: Senior Vice President
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Schedule 1.1(a

Municipal Bonds and Mutual Funds and Cash Collateral and Government Securities

See Attached.

108275.00103/20911988v6 43
146561v6 8/23/06

TRADEMARK
REEL: 003390 FRAME: 0787



LZSIE'LE
00°000'088
%ll

£.¥89°848

¥8°219'8
00°9eL'vLL
002.9'891

08'96Z'¥8

61°665'192

06'208'002

$ %08 J2A02 0} papasu [els)elon)

ueo) Buuanod [eisjelon

$ 6L'GYL'OVL'L  $ $0°G6S'L06
$ %0L 16'965°02 $ ve'L19'8L
$ %08 00°02y'EVL $ 009EL'PLL
$ %08 00'0¥8'0LZ  $ 002.9'89L
$ %08 00128501 ¢ 08'962'V8
$ %0. | 66°659'¢LE $ | 61655'192
SY'9v9'ee
86'268'7
$ %0L 62°198'982 ¢ | 06°208'002
86'268'7
\6°LLY'ST

&®©r B BB

o &

%04
%08
%08

%08

%04
%56

%56
%04
%G6
%56

16'222'98Y $ | senundag 1o enjep PW
16°965°92 $ 102S€6 Jaquiny unosay
00°0ZY'erL $
00'ov8'0Lz $ YosiH sspeys :SsaIppy
00°'12£'601 $ 96€9-10-650# Uil YosiiH saeyd -SWEN Junooay
‘awen
- $
66'659'¢/€ $ pung [emnpy 06%0000%961
00°168'v2 $ Buniosyn 665250v-069
90/0£/9 {0 se yunowy 88/1L1 AN ‘sbneddney “RQUINN JUNo2oY
8708} xog Od
"dioD usjeyn :Ssaippy
LLLZ89¢E-1¢ LLE289E-L L # Ui} 'd10g usjeyn -OlBN JUNo2dYy
auwieN
0G'05L'S $ sbuires ¥ 1969£5-069
627198982 $ pund [emniy 800001961
05°06L°G $ sBuineg sssuisng Y196V£G-269
G8'818'9¢ $ Bupposyn 0451850-069 -8quiny junoooy
90/0¢€/9 $0 se junowy 8811 AN ‘sbneddney
8+081 x0g Od :ssalppy
8ley 9ouBApY Hu ‘di09 eljoqg BB Junoooy

i et L

0788

TRADEMARK
003390 FRAME

REEL



Breyfus

A MELLON FINANCIAL COMPANY

General Money Market Fund-Class A

Dealer: *000505-000000008

Rep: -

BANK OF NEW YORK
CARLOS ESPINOSA AVP
100 CHURCH ST.

7TH FLOOR

NEW YORK NY 10286-0001

Please contact your Bank of New
York administrator regarding any
questions or transactions you may
have regarding your check invest/
overflow account.

ACCOUNT STATEMENT
06/01/06 through 06/30/06

Page 1 of 1
Dreylus Sorvice Corporation Distributor

AC673915G

Fova 200 OM.1-5.10Z
OREST2ZMO. 333610.0001 45200

THE BANK OF NEW YORK AS AGENT FOR
DOFRA CORP

PO BOX 18048
HAUPPAUGE NY

AS200 45208 t 1

11788-8848

Dividend/distribution_summary

Personal account - as of 06/30/06 This jeriod Year-to-dale
Total Market Value $286,861.29 Dividend income $1,003.21 §5,379.37
General Money Market Fund-Class A
*  The 7 day simple annualized yield ending 06/30/06 was 4 40%
* The 30 day simple annualized yield ending 06/30/06 was 4.32%
* Please see reverse side for additional yield information
Account number: 0196-0400004843
Customer number: 96900581570
Trade Shares this Total shargs
date Description Dollar amount Share price transaction ownsd
Market Value as of 05/31/06 $281,313.08 $1.00 281,313.080
06/13/06 Redemption Of Shares -455.00 1.00 -455.000 280,858.080
06/21/06 Shares Purchased By Wire 5,000 .00 1.00 5,000 000 285,858 .080
06/30/06 Dividend Reinvest 1,003 .21 1.00 1,003 210 286,861 .290
Market Value as of 06/30/06 $286,861.29 1.00 286,861.290

Mutual fund shares are not bank deposits, bank obligations, FDIC -insured or bank -guarantesd. Thoy

involve certain risk including loss of principal.

To purchase additional shares, make
your check payable in U.S. dollars to:

DREYFUS FAMILY OF FUNDS
and mail together with this slip to:

Dreyfus Family of Funds
P.O. BOX 105
Newark, NJ 07101-0105

Minimum invesiment: $100.00
Amount enclosed: | $
0196 0400004843 04020100132

General Money Market Pund-Class A

Fund Account #: 0196-0400004843
Customer number: 96900581570
Dealer: *000505-000000008

THE BANK OF NEW YORK AS AGENT FOR
DOFRA CORP

PO BOX 18048

HAUPPAUGE NY 11788-8848

X

gooocoLooao

If your address is incorrect, please make any changes above, have all registerad
owners sign and return this slip. Do not write in the white area below.

AR
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Breyfus

A MELLON FINANCIAL COMPANY

General Money Market Fund-Class A

Dealer: #000505-000000008
Rep: -

BANK OF NEW YORK
CARLOS ESPINOSA AVP
100 CHURCH ST.

7TH FLOOR

NEW YORK NY 10286-0001

Please contact your Bank of New
York administrator regarding any
questions or transactions you may
have regarding your check invest/
overflow account.

Personal account

ACCOUNT STATEMENT
06/01/06 through 06/30/06

Page 1 of 1
Dreyfus Service Corporation Distributor

40579841

FOLA 221 DM 1-5102 45229 453 t L it

DALSTIMR JA3810.000 ) 43229

THE BANK OF NEW YORK AS AGENT FOR
CHALEN CORP
PO BOX 18048

HAUPPAUGE NY 11788-8848

as of 06/30/06 Dividend/distribution summary This period Year-lo-date
Total Market Value $373,655.99 Dividend income $1,321.14 $7,289.35
OUNTA
General Money Market Fund-Class A
*  The 7 day simple annualized yield ending 06/30/06 was 4.40%
" The 30 day simple annualized yield ending 06/30/06 was 4.32%
" Please see reverse side for additional yield information
Account number: 0196-0400004302
Customer number: 96904052599
Trade Shares this Total shares
date Description Dollar amount Share price transaction owned
Market Value as of 05/31/06 $372,334 .85 $1 00 372,334.850
06/30/06 Dividend Reinvest 1,321.14 1.00 1,321 .140 373,655.990
Market Value as of 06/30/06 $373,655.99 1.00 373,655.990

Mutual fund shares are not bank deposits, bank obligations, FDIG-insured or bank-guaranteed. They

involve certain risk including loss of principal

To purchase additional shares, make
your check payable in U.S. dollars to:

DREYFUS FAMILY OF FUNDS
and mail together with this slip to:

Dreyfus Family of Funds
P O.BOX 105
Newark, NJ 07101-0105

Minimum investment: $10000
Amount enciosed: | $
019k 0400QQuS9Qe 0402010012

General Money Market Fund-Class A

Fund Account #: 0196-0400004902
Customer number: 96904052599
Dealer: #*000505-000000008

THE BANK OF NEW YORK AS AGENT FOR
CHALEN CORP

PO BOX 18048

HAUPPAUGE NY 11788-8848

X

gocooroooo 2

If your address is incorrect, please make any changes above, have all registered
owners sign and relurn this slip. Do not write in the white area below

L
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THE BANR OF NMEY YORK

PAR VALUE
100, 008

200,000

1Z5,00u0

SHARRS
2,856,064

YeE-d  200/208 ¢

SATEKEEFING ACCOUNT Is2qY
CHARLES KIRICH
ARARZE MELD JUNE AD, 2006
NEN YORK ST QORM AUTH REVE
5.00% an/ox/12
24412600 649701UAL
ONONDANA ONIN & ¥
5,008 o%/04/43
268337¢ 683743 YAG

BUERYS RICO PUE BLDGES AUTH REV 4D
6.5 c7/01/14

2976339 245228LP4

TOTRL BOSDA NUT., VAL,

BMY HAMILTON INTER NY TAX-BK FUND INST

4193769 OBRSEIMISL
TOTAL ARICARS MRY. VAL,

INCOME $7,500.00

PRINCGIPAL 5.00

TOZAL MRT. VAX. FOR JBECURIYIERE

aye-1 518a 418 22

MARKET VALUE
105,37%.00

210, 84¢0.00

143,420,400

453,632,040

MARRET VALUE
26,596.85

26,598,394

486,227,011

HHOA HAN A0 MNvE-mosy

pRAR

PRICE  PR~DATE
305.37100 06/20/0¢
105.42000 08/30/06
114.73600 0&/30/04

FR1CE PR~DATH

10.57000 08/30/06

wdye: {0 900Z-(1-(nr
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Schedule 1.1(b)

Permitted Indebtedness
Principal Amount
Note Payable to Charles Hirsch $600,000.00
Due to Dofra Corp. (Affiliate) $250,000.00

Bank of New York Bankers Acceptances:

Ba #’s B/A § Amount B/A Maturity
060515-23120-00 $325,000.00 09/12/06
060615-23162-00 $225,000.00 10/13/06
060720-23216-00 $240,000.00 11/17/06
060808-23242-00 $100,000.00 12/06/06
s 06 “
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Schedule 1.1(c)

Permitted Liens

The attached liens of The Bank of New York provided, that all of such liens are to be terminated at
closing as agreed upon and covenanted by The Bank of New York in the attached Letter Agreement
and Indemnification Letter.
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147976v3 8/24/06

Commerce Bank, N.A.
45 Melville Park Road
Melville, New York 11747

August 24, 2006

The Bank of New York
1401 Franklin Avenue
Garden City, New York 11530

Attention: Eileen O’Brien
Assistant Vice President

Re: Charles Leonard, Inc. and Charles Leonard National, Inc.

Gentlemen/Ladies:

We are informed that, from time to time, you have accepted drafts (hereinafter "Acceptances") drawn
by Charles Leonard Inc. and Charles Leonard National, Inc. (hereinafter collectively called the "Clients").
We understand that the attached Schedule "A" (which is made a part hereof by reference) sets forth a correct
description of all current outstanding Acceptances, with the indicated unpaid amounts of such Acceptances

along with their respective maturity dates.

We have entered into or are about to enter into a financing arrangement with the Clients. In
consideration of your terminating your security interest in the property of the Clients as provided below, we
agree, (a) to pay to you on demand the amount of each Acceptance not otherwise paid or reimbursed to you
at maturity and (b) also to indemnify you, and hold you harmless from and against, any and all claims,
liabilities, losses, damages, costs and expenses incurred or sustained by you in connection with or relating to
the Acceptances (or any of them), including, without limitation, commissions, interest and other charges.
reasonable fees and expenses of counsel, and any and all claims, liabilities, losses, damages, costs and
expenses incurred or sustained by you which the Clients have (or any of the Clients has) agreed to pay to
you, or for which the Clients have (or any of the Clients has) indemnified you, pursuant to the terms of the
documentation executed by the Clients in connection with the Acceptances. Qur liability under clause (a) of
the preceding sentence shall not exceed the total amount of Acceptances set forth on Schedule "A".
Notwithstanding anything to the contrary herein, all of the foregoing agreements are subject to the terms and
conditions of that certain letter agreement, dated the date hereof, from The Bank of New York and addressed
to Commerce Bank, N.A., a copy of which is annexed hereto and made a part hereof,

We shall pay the amount of any payment required to be made by us to you hereunder by wire
transfer of immediately available funds to The Bank of New York, 6023 Airport Road, Oriskany, New York
13424, ABA No. 021000018, G/L No. 113115, Attention: Doreen Bristol, Reference: Acceptance No.

Any amount which shall not be paid by us when due shall bear interest, payable on demand, from the
date such amount was due until the date such amount is paid in full, at a rate per annum equal to the Federal
Funds Rate plus one per cent (1%). "Federal Funds Rate" shall mean, for any day, the weighted average of
the rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by
Federal funds brokers, as published for such day (or if such day is not a business day, for the next preceding
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business day) by the Federal Reserve Bank of New York, or if such rate is not so published for any day
which is a business day, the average of quotations for such day on such transactions received by the Bank
from three Federal funds brokers of recognized standing selected by the Bank.

The Clients hereby authorize you to accept and honor any and all instructions which we may deliver
to you with regard to the Acceptances listed in Schedule "A".

In consideration of our undertaking hereunder, by your signature hereto, you hereby terminate any

and all liens or other security interests which may have been granted to you by the Clients on or in any of
their assets, and you further authorize us to file Uniform Commercial Code termination statements in respect
of each Uniform Commercial Code financing statement which names any of the Clients as debtor and you as

secured party.

Our undertaking under clause (a) of the second sentence of the second paragraph hereof shall be
automatically reduced by the amount of each payment made under said clause (a). Our obligations under said
clause (a) shall absolutely expire and be wholly null and void on March 5, 2007, or an carlier date, if all
amounts payable under said clause (a) have otherwise been paid or reimbursed or credited to you.

We waive any right to interpose any defense, counterclaim or offset of any nature or description
which we may have or which may exist between and among us, you and/or the Clients (or any of them),
except for any defense, counterclaim or offset which is specifically related to the applicable Acceptance(s).

We shall pay all out-of-pocket expenses (including reasonable fees and expenses of counsel)
incurred by you in connection with the enforcement or protection of your rights hereunder.

This letter agreement shall inure to the benefit of and shall be binding upon us and you, and our and
your respective successors and assigns, provided that we may not assign our rights or obligations hereunder
without your prior written consent.

All communications hereunder shall be given in writing at the address of the recipient specified
above, or by facsimile transmittal to the facsimile number set forth below the signature of the recipient
hereto, and shall be effective when recetved.

This letter agreement may be executed in any number of counterparts and by the different parties
hereto on separate counterparts, each of which when so executed and delivered shall be an original, but all
the counterparts shall together constitute one and the same instrument.

This letter agreement shall be governed by, and construed and interpreted in accordance with, the
laws of the State of New York.

YOU AND WE HEREBY WAIVE THE RIGHT TO TRIAL BY JURY IN ANY ACTION OR
PROCEEDING ARISING OUT OF, BASED UPON, OR IN ANY WAY CONNECTED TO, THIS
LETTER AGREEMENT,

You and we hereby waive any right to assert or make any claim against the other for (or to sue the
other upon any claim for) any special, indirect, incidental, punitive or consequential damages in respect of
any breach or wrongful conduct (whether the claim is based on contract, tort or duty imposed by law) in
connection with, arising out of or in any way related to this letter agreement or the transactions contemplated
hereby, or any act, omission or event in connection therewith.
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This letter agreement embodjes the entire agreement and understanding among the parties
hereto with respect to thc subject matter hereof and supersedes all other prior agreements and
understandings rclated to the subject matter hereof.

Very truly yours,

Commerce Bank, N.A.

By:

Salvatore Trifiletti
Senior Vice President
Facsimilc Number: (631) 962-2834

READ AND AGREED TO:
The Bank of New York

Sl S i

Eileen O'Brien
Assistant Vice President
Facsimile Number: (516) 294-2525

Date: August 24, 2006
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This letter agreement embodies the entire agreement and understanding among the parties hereto
with respect to the subject matter hereof and supersedes all other prior agreements and understandings related

to the subject matter hereof.

READ AND AGREED TO:

The Bank of New York

By:

Eileen O’Brien
Assistant Vice President
Facsimile Number: (516) 294-2525

Date: August 24, 2006

Very truly yours,

Commerce Bank, N.A,

. %@@ﬁh; 5P

Salvatore Trifiletti
Senior Vice President
Facsimile Number: (631) 962-2834
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CONSENT AND AGREEMENT

The undersigned, referred to as the Clients in the attached letter agreement, hereby consent to the
terms thereof, and, in consideration of the execution and delivery thereof by Commerce Bank, N.A.
("Commerce"), hereby agree to indemnify and save Commerce harmless from and against any loss, claim
or liability which it may incur or sustain in connection therewith and to pay it on demand any amount
paid by it pursuant to the provisions of said letter agreement. Any such amounts so paid by Commerce
may be charged to the account of the undersigned (or any of them) maintained with Commerce without
notice to the undersigned (or any of them). The obligations of Commerce to make payments pursuant to
said letter agreement shall be deemed exclusive by it notwithstanding any judgment which the
undersigned (or any of them) may express to the contrary, and all such payments shall be conclusive upon
the undersigned insofar as it is concerned, but shall not prejudice any rights of the undersigned (or any of
them) against The Bank of New York if the undersigned question (or any of the undersigned questions)
the propriety of any demands made by them or it on Commerce.

The undersigned hereby authorize The Bank of New York to endorse without recourse and
deliver solely to Commerce any and all documents, instruments and goods received by it in connection
with any of the Acceptances referred to in the attached letter agreement. The undersigned hereby agree
that The Bank of New York may act on the instructions of Commerce without the necessity of obtaining
that of the undersigned (or any of them) as well. The undersigned hereby grant to Commerce a security
interest in said documents, instruments and goods and the proceeds thereof as collateral security for any
and all indebtedness, liability or obligation now or hereafter owing to Commerce.

Charles Leonard, Inc.

)W 2/74 /

David Hirsch -
President

Date: August 24, 2006
Charles Leonard National, Inc.

i gt

David Hirsch
President

Date: August 24, 2006
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“SCHEDULE A”

CHARLES LEONARD INC.
Bankers Acceptances

B/A Number B/A § Amount B/A Maturity
060515-23120-00 $325,000.00 09/12/06
060615-23162-00 $225,000.00 10/13/06
060720-23216-00 $240,000.00 11/17/06
060808-23242-00 $100,000.00 12/06/06

CHARLES LEONARD NATIONAL INC,
Bankers Acceptances

B/A Number B/A § Amount B/A Maturity
060322-23041-00 $250,000.00 09/18/06
060425-23097-00 $175,000.00 10/16/06
060504-23108-00 $235,000.00 11/01/06
060605-23145-00 $275,000.00 12/04/06
060705-23183-00 $290,000.00 01/02/07
060809-23243-00 $325,000.00 02/05/07
TRADEMARK
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B88/24/2086 12:85

August 24, 2006

51623942525

Commercc Bank, N.A.
Attn: Candice Singer
45 Melville Park Road

Melville, NY 11747

Gentlemen/Ladies:

BANK OF NEW YORK

PAGE B7/88

This letter confirms that the accounts listed below are no Jonger serving as collateral for obligations of
Charles Leonard, Inc. to The Bank of New York in respect of credit facilities previously provided by
The Bank of New York to Charles Leonard, Inc. The Bank of New York has been indemnified by
Commerce Bank, N.A. in respect of any of such obligations which may be outstanding as of the date
hereof (the “Indemnification”).

Full account names and information arc as follows:

Dofra Corp.

Account Number:

690-0581570
697-5349614

Checking

Business Savings

Amouni as of

6/30/06
$ 26,818.85
¥ 5,150.50

196400004384 Mutual Fund $286,861.29
Chalen Corp.
Account Number: 690-4052599 Checking $ 24,891.00
19640000490 Mutual Fund $373,655.99
Charles Hirsch
Account Number: 935207 New York St Dorm Auth Revs $105,371.00

Onondaga City N $210,840.00
Puerto Rico Pub Bldgs Auth Rev Gtd $143.,420.00
BNY Hamilton Intcr NY Tax Exempt Fund $ 26,596.91

The Bank of New York hereby represents and warrants (i) to make the securities and funds on deposit
in the Dofra Corp. accounts specified above (the “Dofra Collateral”), and the Chalen Corp. accounts
specified above (the “Chalen Collateral”), available to Dofra Corp. and Chalen Corp., respectively, no
later than August 30, 2006, (ii) to instruct the Depository Trust Company (“DTC”) to deliver, via book
transfer to Commerce Bank, N.A,’s DTC No. 226, for Account No. C68-000094-111, all of the
securities on deposit in the Charles Hirsch account (the “Charles Hirsch Collateral”), except for the
BNY Hamilton Intexr NY Tax Exempt Fund securities, no later than August 30, 2006, and (iii) to act in
good faith to deliver the BNY Hamilton Inter NY Tax Exempt Fund securitics to Commercc Bank,
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N.A. as soon as reasonably possible after the date hereof. The Bank of New York acknowledges that
Commerce Bank, N.A. is relying on this representation. The Bank of New York agrees that, in the
event it fails to dcliver or make available the Dofra Collateral, the Chalen Collateral and the Charles
Hirsch Collateral, as applicable and as herein agreed, the Indemnification shall terminate and be of no
further effect until such time as all of such collateral is delivered or made available as herein agreed.

Sincerely,
THE BANK OF NEW YORK

By: %— 'VO /gxtﬁu

Eilcen O'Brien
Assistant Vice President

Icindmty.rwk(S5)
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Thos FINANCING STATEMENT is presented to a Filing INo. of Additional J
3. (O The Debtoris a transmittina utilir

Otiicer tor fhing pursuant to the Uniform Commercial Code. Sheets Presented:
2. Secured Partylies) Name(s) and Address(es)

THE BANK OF NEW YORK

1. Debror (s} {Last Name First) and Addressies):

DOFRA CORP. -
79-11 Cooper Avenue 280 Broadway ‘" ”2086267
Glendale, New York Newburgh, N.Y. 12550 %'/'.7; 0‘5“7 :

11385
u

5 This Financing Statement covers the following types {or items) of property: 6. Aqgr(a;gww tDr‘gAs- esf(esl
pa I ’ Fe Va2,

All equipment, fixtures and personalty
{(now owned or hexeafter acquired) which
are now used in connection with premises:

79—11 Cooper Avenue, Glendale; Nle 2. he described CroNt are JFOWING O 10 be JFOWN an *

The described 9o0ds are or 3re to be aflixed 1o
D‘lhe lumber ta be cul Of Mine-3is o7 the hike

[DPoducis of the Catlateral are also covered.

8 Des:ribe Res’ Estate Here: 2 This statement is to be indexed in |9. Name of Jincluding at and gast 5 on ¢
85 De Re. state Here the' Rezl Eetate Records: a Record 1Describe Rea! Estars Below!
Owner
79-11 Cooper Avenue DOFRA CORP.' 58
L Street Yowr o Coty Glendale County Queens Section 3 2 Block 3802 Lot 3&7

10 This statement 15 filed without the debtoe's signature ta perfect a security interest in collateral (check appropriate hox)
Dunde 2 security agreement signed by debtor authorizing secured party to {ile this statement, or
th-ch is proceeds of the original collateral described above in which a security interest was perfected, or
Dacquired after 3 change of name, identity or corparate structure of the debtor, or [Jas to which the filing has lapsed, or

already subject 10 a security interest in another jurisdiction:
D when the collateral was brought into the state, or [Jwhen the debtor's location was changed to this state.

THE BANK OF NEW ¥YORK
Sagnaluvéls) of Dehl;l(s)

_mﬁté- By _,Wﬁ_ _
Signaturels) of Secured Party(ies)
(1) Filing Officer Copy-Numerical

18,787 STANDARD FORM - FORM UCC-1 — Approved by Secretary of State of New York

TRADEMARK
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This STATEMENT is presented 1o a filing officer for ‘ * | No. of additional
filing pursuan to the Uniform Commerclal Code. . Sheets Presented: 3 E] The Dablor is a transmitting utility.
15 Sacured Partylies) Narmate] and Radiesdiss): . — | 4. For Filing OMicer: Dale. Time. No. Flling Ofiice.

The Bank of New York
Commercial Loan Servicing
280 Broadway

1. Debtor(s) (Last Name First) and Address(es):
Dofxa Corp

79-11 Cooper Avenue
Glendale, NY 11385

5. This statement tefars 1o original Financi ;St tement No. 066267 - i w.me' 4/1/9?- with NQW York State ~ _
EXH A Continuation  The original Financing Staternent baaring the above ﬂe number is Sl effeclive. - - :

[] B. Tenmination * The Setured Party of record mo langar claims & sscumy interest under the Fi Fnanung Statament bearing the above file number.

[ C. Release From the Coflateral deseribed in the Fi Fnanong Stammaent beanng he above {le number, the Secured Party of record releases the following:

sl 10 T £ ST T ._._a-‘h.n.ea.-;'-n. >

[ D. Assigament The Secured Party 6T ricord has asstgned Ihe Secured Party's ngh‘ls in the propeny described below under he Financing Statement bearng the above file aumber lo the

Assignes whosa name and address are shown below:
O E.Amendment  The Financing Stalemant bearing the above file nurrber is amended as set forth balow: {Signature of Deblor and Secured Parly is Required)

70-11 Cooper avenue Glendale.

@Bi‘ s statement is to be indexed in the Real Eslate_Hewrﬂs__,____QueenS ' Section 20 Black 3802 Lot 3 &7
B FPlease Return to: o TEmTITEmETIett eI T
lntﬁrf?"wy C_lea{an Co:roratlon e L
[ Washiogian Agn .

NTmAL 5G9/ L

ITEM# 26 5L

By

Signature(s) of Debtor(s) Eon‘ly c.wn aﬁmﬁ
(1) FILING OFFICER COPY-NUMERICAL
{5/82) S’TANDARD‘EORM - FORM UCC-3 - Approved by the Secretary of Stale of New York, Pennsylvania & Texas

FILING NUMBER: 025854 FILING DATE: 02/06/1997
TRADEMARK
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UCC FINANCING STATEMENT AMENDMENT

FOLLOW INSTRUCTIONS (front and back) CAREFULLY . . = il .
A. NAME & PHONE OF CONTACT AT FILER [(optional]

B. SEND ACKNOWLEDGMENT TO: (Name and Addressi. __ 0 0

[T e |

Intercounty Clearance Corp.

111 Washington Avenue
Albany, NY 12210

L_. E024010) 30294 __NY, *CENTRAL* - ——J
0128073383/1/2391210/34//84200 I ——— THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY
1a. INITIAL FINANCING STATEMENT FILE # .. __ 15, This FINANCING STATEMENT AMENDMENT s
10 be filed [Woi recorq] (or sacordad) in the
066267 04/01/1992 [ rea esTate Recomps.
Z.D TERMINATION: Effectivoness of tha Financing Statement Identified sbove Is mrmw with respect (o the security Interestis] of the S d Party izing this Ter 'S
313' CONTINUATION: Effecti af the Fil identified above with mt to security interest(s) of the Secured Partv wthcr-zmu uus Conxlnuahnn Sutement is
continued for the additional period pruvlde_d by apph:able Iaw. -

4 D ASSIGNMENT Ilull ar psnllﬂ' Glva name pf assignee in item 7a or 7b and address of assignea in item 7¢; and also give name of assignar In item 3.

e ———— A——
5 AMENDMENT (PARTY. INFQRMATION): _ _This amendment atects Doeb(or n:[:] Secured Party of record. Check only one of thesa two boxas.
Alsa chack one of the following hrep boxes and provide appropriate infarmation in items 0. andlor 7.

D CHANGE name and/oc address: Give current record rafié in Rem 8a ar 6b; also lvn M‘W DELETE name: Give recaord name ADD nama: Complete itern 78 or 7b, and o
name {if name changal in (am 7a or 7b sndjor new address {if addréss éﬁange? to be dateted in itom 63 or 6b. kemn 7c: also complate items 7d-7g tf apnhcabml.

6. CURRENT AECORD. INFORMATIQN:.

sa‘ 0RGAN|ZAT!ON'S N.AME ] T - - M - T i -n-.u". 0 Y e N n—— vewa o seellndede -A.-‘ el LML k!

OR 6b. INDIVIDUAL'S LAST NAME .. T ™ [FIRST NAME T T | MIDDLE NAME " [SUFFIX

7. CHANGED (NEW} OR ADDED INFORMATION:
. Ta. ORGAMNIZATION'S NAME. o ~ T ST e v - -
OR I35 INDIVIDUAL'S LAST NAME . L o |FIRSTNAME ’ “ TMIDOLE NAME SUFFIX

7¢. MAILING ADDRESS - - [iadi T |STATE  [POSTAL CODE COUNTRY

7d. TAX 1D #: SSN OR EIN Agg pl: NII’;FAOT RE ]7e TYPE OF ORGANIZATION | 7f. JURISDICTION OF ORGANIZATION = 170. ORGANIZATIONAL ID #, if any

OEBTOR [CInewe

8. AMENDMENT (COLLATERAL CHANGE): check only one box..

e e et e e vt e o ———

Desctibe collateral Ddeletad oD added, oF give. enp[sD restated _callateral description, or dascribe collateral Dassugned

9. NAMEOF ggtUREB MEJ_? OF RECQRD AUTHORIZING THIS AMENDMENT jnama of ass» nor, it this is 80 Assigament. if this is an amendmant authonzed by 8 Debior which
acds callateral or adds the authorizing Debtor, or if this is a Termination authorized by a Dabtor, check here| Jand enter name of DEBTOR authorizing this Amendmant.
Sa. ORGANIZATION'S NAME ..~ o o oo ” — T T e R T e
THE BANK OF NEW YORK ) -
OR g e S
Sb, INDIVIDUAL'S LAST NAME . o FIRST NAME — |MIODLE NaME SUFFIX

10. OPTIONAL FILER REFERENCE DATA . L .
DEBTOR: DOFRA CORP ’ e i o me R e

FILING OFFICE COPY - NATIONAL UCC FINANCING STATEMEN] AMENDMENT (FORM UCC3) (REV.07/29/98)
Print/Layout Inlcn:oun Clearance Corp.
440 9TH AVE Now York, NY 10007

FILING NUMBER: 055948 FILING DATE: 03/11/2002
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Schedule 5.1

Corporate Organization and Validity

Charles Leonard Inc. New York
Connecticut

108275.00103/20911988v6 46
146561v6 8/23/06
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Schedule 5.2

Places of Business

Charles Leonard Inc. 145 Kennedy Drive
Hauppauge, NY 11788

National Screw Co. 259 Commerce Street

(Division of Charles L.eonard Inc.) East Haven, CT 06512

Central Cumberland Corp. 3287 Franklin Limestone Road

(Public Warehousing Facility) Antioch, TN 37013

Distribution Systems & Setvices 1919 S. Cucamonga

(Public Warehousing Facility) Ontario, CA 91761

108275.00103/20911988v6 47

146561v6 8/23/06
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Schedule 5.3

Pending Litigation

None.

108275.00103/20911988v6 48
146561v6 8/23/06
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Schedule 5.8

Federal Tax Identification Number

11-1621188

108275.00103/20911988v6 49
146561v6 8/23/06
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Schedule 5.10

Subsidiaries and Affiliates

National Screw Co. (Division of Charles Leonard Inc.)

259 Commerce Street
East Haven, CT 06512

Affiliates

Dofra Corp.
145 Kennedy Drive
Hauppauge, NY 11788

Chalen Corp.
145 Kennedy Drive
Hauppauge, NY 11788

Charles I.eonard National, Inc.

145 Kennedy Drive
Hauppauge, NY 11788

Charles Leonard Western, Inc.

235 West 140t Street
Los Angeles, CA 90061

108275.00103/20911988v6
146561v6 8/23/06

Common Ownership

Common Ownership

Common Ownership

Charles Hirsch — Majority Stockholder

50
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Schedule 5.11(a)

Permitted Investments

None.

108275.00103/20911988v6 51
146561v6 8/23/06

TRADEMARK
REEL: 003390 FRAME: 0817



Schedule 5.11(b)

Leases

Lease agreement between Chalen Corp. (landlord) and Charles Leonard, Inc. (tenant) covering
premises at 145 Kennedy Drive.

Copiers CIT Technology Financial Services, Inc.
One Deerwood
10201 Centurion Pkwy N.
Suite 100
Jacksonville, FL 32256

Phone Equip Avaya Financial Services
PO Box 463
Livingston, NJ 07039

Forklift Raymond Leasing Corporation
PO Box 203905
Houston, TX 77216

Forklift Delage Landen Financial Services
1111 Old Eagle School Road
Wayne, PA 19087

108275.00103/20911988v6 52
146561v6 8/23/06
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Schedule 5.12(c)

|

Employee Benefit Plans

Oxford Health Plans

Empire Blue Cross Blue Shield

Health Insutance Plan of Greater New York
Chatles Leonatd Inc. 401K Plan

The Hartford — life and disability policies

108275.00103/20911988v6 53
146561v6 8/23/06
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Schedule 5.14(a

Borrower Names Within Past Five Years

Natonal Screw Co.

108275.00103/20911988v6 54
146561v6 8/23/06
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Schedule 5.14(b)

Borrowet’s Intellectual Property Rights

Creative Arts
Cyber Pens

Clear Advantage
Presstong

108275.00103/20911988v6 55
146561v6 8/23/06
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Schedule 5.14(c)

Necessary Intellectual Property Rights
None.
1
108275.00103/20911988v6 56
14656176 8/23/06

TRADEMARK
REEL: 003390 FRAME: 0822



Schedule 5.15

Other Associations

None.

108275.00103/20911988v6 57
146561v6 8/23/06
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Schedule 5.16

Environmental Matters

None.

108275.00103/20911988v6 58
146561v6 8/23/06
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Schedule 5.18
Capital Stock

100 shares authorized; 49 shares issued and outstanding.

Charles Hirsch 25 shares 51.00%
David Hirsch 24 shares 49.00%
108275.00103/20911988v6 50
146561v6 8/23 /06
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Schedule 5.20

Jurisdictions for Perfection and Poority

State of New York
County of Suffolk, NY
East Haven, CT
Antioch, TN

Ontario, CA

108275.00103/20911988v6 60
146561v6 8/23/06
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Schedule 5.21
Commercial Tort Claims

None.

108275.00103/20911988v6 61
146561v6 8/23/06
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Schedule 5.22

Letter of Credit Rights

None.

108275.00103/20911988v6 62
146561v6 8/23/06
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Schedule 5.23

Deposit Accounts

The Bank of New York
99-00 Metropolitan Avenue
Forest Hills, NY 11375

Operating Account 690-4052-602
Payroll Account 690-4052-661
108275.00103/20911988v6 63
146561v6 8/23/06
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