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of tha Indebladness and ihe satisfaslion of this Agreemenl.

Mainlenance of Casusily Insurance. Granlor shall procure and maintain fl risks insurance, including without limilation fire, helt and Kabilily
coveraga {ogether wilh such alhor insurance es Lender may roqulre with raspact te the Coilateral, |n fornt, amounts, coverages and bacly
ssued by a eompany or companies reasonably acceptabla to Lender. Granlor, upon requesi of Lander,
ce In form salisiactory lo Lender, fneluding slipufations that coveragas
wilt not be cancalled or diminished withaut at loas! thirfy (3G} days' prlor wrillan nolice i Londer and not including any disclaimer of tha Insurer's
ifabifily for faflure to give such a naolice. Each Insuranca policy alse shall Insludo ar endorsement providing that caverage in favor of Lander will
nol ba Impaired In any way by any act, omisslan or default of Geantor or any other porson. I connoction wilh all policies covaring nssels In
wlich Lender holds or Is offerad a sacurlly interesl, Granior wiil provide Lander with such loss payable or ofher endorsemans as Lendar may
reqiire. If Granter af any fims falls lo oblaln or malntain any Insurance as requlred under this Agreement, Lender may (but shall nat be ebiigated

including i # so choosas "single inlorast insurance,” which will covor anly Lender's

Interost in tho Celaleral,
Application of Insurance Proceeds. Grantor shall promplly nolify Lender of any fass er damage to the Collateral. Lender may mako proot of
loss if Granlor fzils 1o do o within Fitaen (15) days of tho casually. All praceads of any [isurance on the Collateral, including aecrued proceods
thereon, shall ba hold by Londer as part of tha Collateral. ¥ Lendar eonsanis lo repalr er replacemont of ihe damaged or dastreyad Collalerat,
Lendor shali, upon saliefaclory proof of expenditure, pay or relmburge Granlar fram tha proceads for ihe reasonabio cost of repalr or raslorstion.
i Lendor does not eonscnt Lo repair or replacemen! of tha Collataral, Lander shall retain a suffieicnt amount of tho procecds o pay ail of the
indeblednass, and shall pay the balance 1o Granlor. Any praceeds which have nal been disbursed wilhin six (6) months aflar thale recoipt and
which Granler has not commitied 1o the fepalr or resloralion of tha Callatarafl shali be used o prepay the Indahtedness,

Insurance Reserves, Londer may require Grantor o malntain with Lender reservas for paymenl of Insurance premiums, which resarves shall be
created by monthly paymenls from Grantor of a sum estimaled by Laonder to be suificiant (o produca, at loast fflecn (15) days befors tho
premlum dua dale, ameunts at least equal to the insurance pramiums lo bs pald. ¥f fifleen {15} doys before paymont Is dua, the reserve Tunds
are insulfickenl, Grandor shall upan demand pay any deficiency fo Lendar. The raserve funds shall ba held by Lender as a general deposil and
shall conslilute g non-inlerest-basring account which Lender may salisfy by payment of the insuranco premiums required ta ba pald by Grantar
s lhay becomo dug. Lender does nol hold tha reserva funds in trust for Granlor, and Landar Is not the agent of Graalor for paymant of tha
insurance premiums roquiced o he paid by Grantor. The rosponsibilily for the payment of premiums shall remain Granlor's sole rospansibjlily.

Insurance Reporls. Grantor, upon ragquesl of Lender, shall furnish ta Lender faporls an each exisling poloy of insurance showing such
information as Lender may reasanably requast including the following: {a) tha pame of Lthe fasurer; (b) the risks msured: {c) the amount of the
poficy; (d} tha properly insured; (a) lhe than aurrent value on the basis of which instranca has baen obtainad and the manner of gdelormining
tal value; and () the expiration dale of fha policy. In addifion, Grantor shall upon requesi by Lenger {however nol more oflen than annualy)
have ah indopandsnt appralsor salisiuctary to Lender dslerming, as applicabla, the cash value ar replzcament cosl of the Colataral,

GRANTOR'S RIGHT TO POSSESSION AND TO COLLECT ACCOUNTS. Until default and excepl as otherwisa provided below with raspeck to
accounls, Granlor may have possazsion of lhe langible personal property and bansficial use of all lhe Cokaleral and may usa it in any lawfif manner
not inconsisiant with this Agreomanl or the Related Documonts, provided Ihat Granlor's Hght to pessosslan and benoficial uso shall not apply 1o any
Collaloral whero passesszion of the Collateral by Lendor is required by law te porfac! Lendac’s securily interest in such Colateral. Unli otherwisa
natifiod by Lendar, Granlor may callee! any of the Collaleral consisling of accounls, Af any lime and evan {hough no Bvant of Defaull exisls, Lender
may exarcise ils rights (o colloc] the accounts and to nolify account dablors lo make paymenls directly to Lender for application ty tho Indebled ngss.
It Lendor a1 any Uma has posseseion of any Collaloral, whethar bofora or afler on Event of Default, Lender shall be decemed o have oxarelsed
roascnabla care In tho cusledy and preservalion of tha Coffaloral If Londar fakos such action for that purpose as Granlor shail request or as Lender, in
Lendar's sola discrelion, shall deam appraprlate under {he circumslances, but failure lo honer any requast by Granier shall nol of ilself be deemed o
ba a failure Jo oxorglse roasonabls carg, Lender shall not be required to take 211y sleps necessary 1o preserve any righls in he Collateral against prior
parlias, neor lo protect, proserve or mainlain any security inlegest given Yo sacure the Indebladness,

EXPENDITURES BY LENDER. If ol discharged or pald when duo, Lender may (bul shall not be obligated t0) dischargo or pay any amounts
required 1a ba discharged or paid by Granlor under this Agresment, including withoul Imitation al taxes, ligns, securlly inlcrasts, encumbrancas, and
olher clalms, al any fime levied ar placod on tho Collateral, Lendar also may (but shall not be obligated {o) pay all cosls for insuring, malnlaining and
oreserving the Collaleral. AN such expsndituras {ncurred or paid by Lender far such purposas will then bear infaresl al the ralo chargad undor the

Nola from the dato incurrod or p
at Londer's oplion, wiil {a) ba payable on demand, (b) be addad 1o Ihe balance of the Note and be apportivned among and ba payablo with any

installment paymenis {0 become dua dwing cither (1) tha ferm of any applicabla Instranze policy o (i) the remalaing Brm of the Nola, or {c) ba
Ireated as a balloon paymenl which will be due and payablo al the Note's malurily. This Agraament also wilf secire payment of (hese amounls, Such
righl shall bo in addition 1o af olhar righis and remedies ta which Lendar may be anlitted upon Ihe occurrence of an Event of Default.

EVENTS OF DEFALLT. Each of the fallowing shall constitute an Evont of Dofav under thls Agreemont:
Default on Indebledness, Failure of Grantor lo maka any payment when dua on {he Indebtedness,
Olber Defaults, Failure of Grantor o comply with or to porform any othar lorm, obligalion, cavenant or condilion coniained in this Agreemant or
in any of {he Relatod Documents or in any olhor agreemenl botwaan Lender and Graritor.
Pefaull In Favar of Third Parties. Should Borrowor or any Grantor dafault under any foan, exlenslon of grodit, securily egroament, puUrchase ar
sales agreement, or &ny other agreement, in favor of any olher crodilor or person thal may matorially ofecl any of Borrower's properly or
Borrowar's of any Grantor's abilily to repay lhe Loans or perform their raspective obligalions under this Agreoment or any of the Molateg
Dacurnents,
False Statemenis, Any warranly, rapresentalien or slaternanl made or furnishad g Lender by or an behalf of Granter under 1his Agrecmanl, Iha
Nate er the Rotaled Documents s false or misteading In any material raspoct, aither now or at the time made or furnished.
Defective Collaterallzation. This Agroomant or any of tha Ralated Dacumants ceases 1o bs in iUl force and affect (including talluro of sny
collaleral documents to ersale 3 valld and perfeetad security Interest or Hen) al any lime and for any rgason,

tution or terminalion of Grantor's existence as a going business, \he insolvency of Grantor, tha appointment of a recolver

Insolvency. The disso
any ype of cradiler warkout, or the commoncament of any

.. for any parl of Granior's propardy, any assignmenl for the benelit of credilors,
procaeding undsr any bankrupley or ing olvency laws by or against Grantar,

. Cradltor or Forfeilure Froceedings. Commencemeni of foreclosura or forleilve proceedings, wholher by [udicial procooding, zel—halp,
© 1apessadslon or any olhor melhod, by any cradilor of Grantor er by any govarmonial agoney ggalnst tho Collatoral or any althor ealinloral
-' secudng the indeblodness. This ncludos & garnishmant of eny of Grantor's deposit accounls with Lender.

Evenls Affecling Guaranlar. Any of lhg precoding evenls occurs with respect to any Giuaranior of any of the Indsbiedness or such Guarantor
dias or bocomes Incompalant.
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Adverse Change, A matera) adverso change eccurs In Granior's financial candilion, or Lender belisves tha prospect of payment or
parformarnice of the indabledness Is impaired.

insecurity. Lender, in goac faith, deams itself insecura.

HIGHTS AND REMEDIES DN BDEFALILY. If an Evant of Dafaull conurs under this Agrosment, at any lime thereafter, Londer shail have all ihg rights of
& secured parly yndor (he Panasylvanla Uniferm Cemmarelal Code, I addilion and without limilalion, Londer may exerciso any ong or mora of tha

Acceferale indebfedness, Lender may declars lhe enlire Indeblednass, including any prepayment ponalty which Granler would bo requirad o
pay, immedialaly due aad Payable, without notlee.

Assemble Collateral. Lander may require Granlor o deliver \o Lender all or any porlion of the Coilateral and Any and alt cerlificates of tile ang
other documents ralating Io the Ceflataral. Londer may requira Granlar tg asssmble [he Coliateral and make it available to Lender at a placa 1o
be designalod by Lendsr, Lender giso shall hava full power lo enler Upan lhe property of Granior to lako Possession of and remove th
Collaloral. If the Collateral cantains olher goods nof coverad by this Agreement af tha fismo of repossession, Granlor agreos Lender may lako
such other goads, provided ihat Lendar mekes reasonable effods fo raturn them ig Grantor afler rapossassion.

Sell the Coltateral, Lender shall have full power 4o sall, leasa, lransfer, or alherwisa deal wilh the Collatera! o procgads theraof In ils own namg
or thal of Granlor, Lender may sell the Collateral at pubfic ayction or privale sala, Unloss tha Collataral thraatens lg docline speedily In value or
15 of a type customarily sold on a racognizod markel, Lender will give Granlor rersonalle notice of the time niter which any peivale calo o gny
alfier lnlonded disposition of tho Celialaral [s 1o be made. Tha requirements of reasonsbla nolice shall be mal if sueh nofice i glven al teast fen
{10} days bofore lhe lime of the saia or dizposfion. Al axpenscs relating lo Ihe disposition of the Collalgral, including wilhowt limifulion {he
expenies of relaking, halding, inaurng, preparing for sale and selling the Collateral, shall becoma a part of the Indeblednoss socured by Ihis
Agrasment and shafl be payable on demand, with fnieros! al tha Nole rale from date of expenditure uniit repaid.

& recalvar: (a) Lender may have a receivor appoinled as & matter of right, (b) lho raceivor may be an aemployes of Lender and may serve
wilhout bond, and (c) alf fees of tha receivor and his or hor alterney shall bacome part of iha Indeb tadness securad by this Agreemont and ghaif

bo payablo on domand, with Inlorast at tha Nola rale fram data of expendilure unlit rapald,

Collecl Revenues, Apply Accounts. Lander, aither itzalf or through a receiver, may eolicc! the paymenls, ronls, incame, and rovenuos from the
Collateral. Lander may &t any lime in ils discretion fransfer any Callateral Inte ifs gwn name or that of its nominee and recaive fha paymenis,
renls, inceme, and revanues therefrom and hold the sama as securily for {he Indablednass or apply i( la Paymant of {ha Indebledness in such
arder of praference as Lander may delermine. inscfar as the Collatart consists of accounls, genarel Intangibles, Insuranco rolicios, inslruments,
challa! paper, choses in actlan, or simitar proparly, Londer may demand, collect, receiat for, sallle, compromise, ad|ust, suwe for, toroclase, or
raalize on the Collaleral as Lender may delcrming, whether or not Indahladness or Colialeral is then due. For these pupoesas, Lender may, on
bahalf of and In the name of Grantor, reccive, opan and dispaso of maif addressed to Granter; change any address 1o which mail and payments
are to be sent; and endorse natas, chocks, drafis, money orders, documanls of lilte, instrumenis and jtoms perlaining to paymanl, shipmeant, or
slorago of any Coflalaral, To facfitafa collsction, Lander may notify eccount dablors and obligors on any Coliateral (o maka Paymenis dircolly ta

Lender.

Obtaln Deflciency. If Lender shooses o sell any or afl of tho Collatergl, Lender may oblain a judgment against Granlor for any deficlency
remalning on the Indablednoss due to Lender &fior applicalion of aff amounls regeived from the exarciso of the righls provided In this Agroamant,
Granlor shall bo liable for a doficlency even if the transastion described in this subsaciion is a sale of accounts or challel paper,

Other Rights and Remedies, Lander shall have all the righis and remedies of a secured cradilor under [he provislons of the Uniform
Commercial Cods, as may be amanded from fima lo tme. In addifion, Lender shall have and may exerclse any or all othor righls and ramedios |
may havo availabla af law, jr equily, or atherwise,

Cumulalive Remectes, All of Lenders rights and remedias, whether evidanced by this Agraement or he Refaled Documeants or by any othor
wriling, shall be cumulalive ond may ba exerglsed slngularly or concurrenlly. Election by Lender ta puUrsike any remedy shaf! not excluda purswil
ef any other romady, and an elaction (o maka expandilures o 1o take aglion o parferm an obligation of Gramlar under this Agreemanl, afler
Granler's failure to perform, shall nod afioci Lender's right to daclarc a default and ta exerclse its remedigs,

MISCELL ANEOUS PHOVISIONS. The following misgelleneoys provisions &ro 4 part af this Agreament;

Amendments. This Agreemanit, fogelher wilh any Aelated Pocuments, constiluies the enlirs undgrsianding and agreemanl of lhe parlies as lo
the maliers sef forh in this Agrooment. Na afteration af or amandmant to this Agresment shall ba cifeclive unless glven in wiiling and signag by
the parly or parlles soughl ie be ¢hargod or bound by the altoration or amondment.

Appllcable Law. This Agresmant has been dellvored to Lander ang accepled by Londer in tho Commonwoalth of Pennsylvania. 1f there is q
Granior agrees upon Lander's requost lo submit to the jurisdiclion of thg qourls of tha Comrn_unweallh of Ponngylvanla. This Agreement

Aflorneys’ Fees; Expenses, Granlor agrees lo pay upan damand ail of Lender's casls and exponses, Inciuding aftarneys’ fees gnd Landor's
legal expenses, Incurred in connaclion wilh the gnforcamant of lhig Agrcament. Lender may Fay somoone oise to help enfores Ihis Agraamani,
and Granlor shal pay tho eosis and oxpanszos of such enforcament,  Cosls and exponses includs Lender's altermeys® fees and lagai oxpenses
wholher or not therm [z g tawstit, including allornays’ oas and legal axpenses far bankruptcy proceedings (and Inciuding offorts o modify or
vacale any automalic stay or Injunclion), appeals, and any anticlnated post4Judgmant collection services. Granlor also shall pey all court costs
and such addilional faes as may be dirgcted by tha court,

Caplion Headings. Caplion hoadings in this Agreement ara for convenianco Purposes only and are nel to ba ysed to inlarprat or dafimo the
previsions of [lis Agreemant,

Notlees. Afl nolices required o be given under Lhis Agreament shall be given In wriling, may be sent by telefacsimile (unless olherwise requived
by law), and shall ba effective Whan aclually delivered ar whan doposiled wilk q nationally recognized overnigh! courier or deposited in tho
United States mail, first class, postaga Prepald, addressed lo tha parly te whom tho notica % lo ba gives al lhe address shawn abovo, Any party
may changa its addrass for ngticos under this Agreament by gving format writlan notice to the other parties, specifying that tha purposa of the
aolico Is to changa the parly's address, To tha extent permilled by applicable taw, if thare is more than ena Grantor, nolics to any Granlor wilj
conslituie nolice to all Grantars. For nolics purposes, Grantor will keep Lander Informed at afl imos of Grantor's gurrant addrasc(as).

Adiltional Authorizalion, Granlor hereby authorizes Landar, with full power of sybsiilulion, lo exacuto in Granter's name mny doguments
neceazary lo perfact or conlinue tha securily interest granted in this Agreeman! and, withoul further &utharzation from Grantor, 1o file a carbon,
phetagraphio or olher rapreduclion of any financing slatement or of this Agreemenl for use as 4 financing stalemant, Grantor will relmburse
Lander for all expenses for tha perfaclion and eantinuation of tha perfoction of Lender's securily inlerest In the Collatera), 1t Is understood and
agreed thal any exercise of this aulharizalion by Lender shall be oft behalf of Lender and nof on behalf of Granlor, Lender Ig not an
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agent or fiduciary of Grantor. However, In exercising the autharization gronted hereby, Lender shall exercise reasonable caulion ang
prudence and Lender shall keep ful] and accurale record of all actions, recelpts and dishursements,

Severabllily. f a court of compelent jurisdiclion finds any provislan of 1his Agreemont o be Invalid or unenforceablo as to 4Ny porson or
circumsiance, such finding shall nal render that provision {avalid or uneniarcoable as o any ofher persons or cincumstanges, il feasibile, any
such offending provision shall be decmed o be modifiad o be within tha limits of anforconbiilly or validity; howaver, if the offending provislon
cannal be so modified, 1l sha¥ ba skicken and all othar provisions of this Agreement In afl other respacls shall remaln valid and enforcesblo,

Sucecessar Inferesls. The lerms of this Agreement shall be binding wpon Granfor, and upon Grantor's heirs, persongl rapresentalives,
sUceessors, and assigns, and shall be anforcoable by Lender and jis sugepssovs and asslgns.,

Walver. Lendor shall nat be daemsad 1o hava walved any rights undor 1his Agreement unlass such waivar Is given in wriling and signed by
Lender. No delay or omission o the pad of Lender in axercising any right shall oparafe as a walver of such right or any olher fight. A waivar by

Londer of a provisian of this Agresmenl shall not prejudice or conslitule a walver of Lender’s righl olharwisa Yo demand shicl compllance with
that provislon or any other provision of 1hls Agraerment. Ng prior waivar by Lender, ror any course of dealing between Lander and Grantar, shall
canstitule a waiver of any of [ endor's rights or of any of Grantor's obligalions as 1o any hulure transaclions. Whenevor ths consent of Lender is
raquired under Lhis Agrcomant, tha grantiing of such consenl by Lendor in any Instance shall not constituta conlinuing consant ta subsequont

insltneos where such consant is raqufred and In all sssos sich consenl may be granled or withheld in the sole discrelion of Lendar,

GRANTOR ACKNDWLEDGES HAVING READ ALL YHE PROVISIONS OF THIS COMMERCIAL SECURITY AGREEMENT, AND GRANTOR
AGREES TO ITS TEAMS. THIS AGREEMENT {S DATED MARCH 23, 2001,

THIS AGREEMENT HAS BEEN SIGNED AND SEALED BY THE UNDERSIGNED.

( Corporate Seal )

LASER PAG, Reg. U.5. Ful, & T.M. @it Var, 3.29¢ (CYConcedlex 2001 Alirighle feaorved, {PA-Edg £3.29 Pa.gs LEATHER,LN CY.0VL]
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ATTORNEYS AT LAW

George J. Shoop, Esquire
Direct Dial Number: 610.376.665 1, ext. 244
E-mail: gshoop@bariey.com

501 Washington Street

P.O. Box 942

Reading, PA 19603-0942

Tel 610.376.6651 Fax 610.376.5243
www barley,com

May 10, 2004

Certified Article Number

Certified Mail- Return Receipt Requested 2160 3901 98wy 1090 L200
SENDERS RECORD

LeatherSource, Inc.

480 West Fifth Street
Bloomsburg, PA 17815
Attn: Mr. Bruce Carmel

Re: Sovereign Bank

Dear Mr. Carmel:

Please be advised that this office represents Sovereign Bank. It is my understanding that
LeatherSource, Inc. entered into a demand loan ("Loan™) in the original principal sum of
$750,000.00 with the Bank, and executed certain loan documentation in support thereof.
Included in the loan documentation was a certain demand promissory note dated March 23,

2001. This Loan was subsequently modified on August 12, 2002 to increase the principal amount

of the Loan to $900,000.00.,

In accordance with the provisions of said loan documentation, Sovereign Bank is hereby
demanding that the entire balance of the Loan be immediately due and payable. As of May 5,
2004, the demanded balance is itemized as follows:

Loan # 51166010-34

Principal balance $890,000.00
Accrued and unpaid interest 1,335.00
(to and including 5/5/04)

Total $891,335.00

Interest continues to accrue after May 5, 2004 at the rate of $11 1.25 per day.

Demand is hereby made upon LeatherSource, Inc. to pay to Sovereign Bank the aforesaid
balance of $891,335.00, plus interest accruing after May 5, 2004, within twenty (20) days of the
date of this letter, and with a copy of this letter, demand for full payment is also being made
upon the sureties, Bruce Carmel and Sherry Carmel, individually. Absent payment in full, as

Barley, Snyder, Senft & Cohen, LLC
Reading - York + Lancaster * Harrishurg - Berwyn « Hanover - Chambershurg



LeatherSource, Inc,
“May 10, 2004
Page 2

aforesaid, I have been authorized to proceed to exercise such legal rights and remedies as are
appropriate to effectuate the rights of my client, Sovereign Bank reserves the right to exercise its
remedies prior to the expiration of the twenty (20} day period if it deems it prudent to protect its
interests in its coliateral. The Borrower and the suretjes will be responsible for all costs, fees,
and expenses associated with such exercise. Your actions should be governed accordingly.

Very tryly yours,

George J. Shoop

GJIS/dis:1271884_1.00C

cc: Sovereign Bank, Attention, Rick Spinicci, V.P.
Bruce Carmel, individually
Sherry Carmel, individually
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1. Article Addressed to:

LeatherSource, Inc.
Attn: Mr. Bruce Carmel
480 West Fifth Street
Bloomsburg, PA 17815

B. Datp of Deiivery

s %N“

7 /’ iy

( agent

Addras

[L]ves
Cine

T
D. i delivery address different from ltem 17
~ HYES, enter delivary address helow:

Reference oo

SB/LeatherSource

George J. Shoop, Esquire

FS Form 3811, July 2001

Domestic Return Receipt

7160 3901 9844 L0900 6200

_ TO: LeatherSource, Inc.

SENDER:

PS5 Form 3800, June 2000

Atm: Mr. Bruce Carmel
480 West Fifth Street
Bloomsburg, PA 17815

George J. Shoop, Esquire

REFERENCE:SB/1 catherSource

RETURN Postage 37
Mmmm_ﬁm Certfied Foe 230
i Return Receipt Fee 1.75
Restrictad Delivery
Total Postage & Feas
US Postal Sarvice
i Receipt for
i Certified Mail

No Insurance Coverage Provided
Do Not Use for international Matl
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Borrower: Leather U.S.A.LLC (TIN: 23-3035013) Lender: Soverelgn Bank
480 West Fifih Street Follgvilie Office
Bloomshurg , PA 17815 120 South Cenfre Streel

Poltsvile, PA 178071

T Y T N R PP — Do owld sy e tm o amn e e e T - o —

Principal Amount: $500,000.00 Initial Rate: 5.250% Date of Note: k| 24-L b 1.

PROMISE YO PAY. Lealher US.A. LLC ("Borrower”) promises ta pay o Soverelgn Bank ("Lender”), or order, in {swful money Jr fhe Uniled
Stales of America, ihe principat amount of Five Hundred Thousand & 007100 Dollars 5500,000.00) or =0 much as may be oulstanding, fogetfier
with inlerest on the unpald outslanding prin¢ipal balance of each advance. Inlerest shall he calcllatad from fhe date of eacli advanca unfil
repaymend ol each advance,

PAYMENT. Borrower wlli pay {hls loan In accordance with the faflowlng paymen! schedule:

Borrawer will pay this loan Immediately tpon Lender's demand. Fayment i full Is due Im mediately Upon Lender's demand. Borrower will
pay regular monlhly payments of ali accrued vnpaid Inferest due as of each paymen! dale, beginning thirly days frem inilial advance, wilh
all subsequent Interes| payments (e be duce on the same day of each manth aler fhat, |

Uinless otherwise agreed or reguived by applicable law, paymenls will be apptied first to accrued unpald interest, then (o princlpal, and any
remalning amount fo any unpaid coliection cosls and lale charges. The annual fnlerest rale for This Note Is compuled an a 365/360 basis; thal
is, by applying the ralio of the annual Iinlerest rate aver a year of 350 days, multlplied by the oulsianding principal balance, mulliplied by the
actusl number of days the principal balance is gutstanding. Borrower will pay Lender ol Lender’s address shown ahove or al such other place
og Lender may designale in wriling.

VARIABLE INTEREST RATE, The Interest rale on fhis Nots Is subject ta ¢hange from time to limo based an changos in an index whick is the Wall
Slreel Journal Primo Rate (lho ®ndex™). The index is not necessarily the lowes! rale charged by Londar on its loans and is sat by Lender in ifs scls
discrelion. if ike index becomes unavailable during the ler of this laan, Lendar may designate a subslilute index afier nolifying Borrowar. Lendar will
lali Borrowor the cumrent index rale upen Borrower's requesl. Tha Interast rala change will not oceur more oflen than each time as and when the
"Index” changes. Borrowor underslands thal Lender may maka loans based on ather rales as well. The Index cutten|ly is 4.750% per annum, The
Inferest rale 1o be applizd lo the unpald principal balance of this Nole will be at a rale of 0.500 percenlage poinis over the Index, resulting In
an [nilial rale of $.250% per annum. NOTICE: Under no cirgurms!ances will the inlerasl rata on Lhis Mola be more than the maximum rate allawed by
spplicable law.

PREPAYMENT. Barrawer may pay without penally all or 4 portion of the amaunt owed sarfier than it js due. Early paymanis will nat, unless agreod to
by Londor in wrillng, relieve Borrower of Borrower's obligallon ta conlinue 1o make paymenls of acerued unpaid inferesl, Ralher, sarly paymenis wil
raduce tho principal balance due. Borrower agrees nol o send Lendar paymants marked "pald in full”, “withow! recolrse™, or similar language. If
Borrower sands such a paymonl, Lendar may accepl it without losing any of Lender's rights under Ihis Note, and Borrower will ramain obiligatad la pay
any furiher amaunt owed o Lender. All wrillen gommunications concerning dispuled amoun's, Including any check or olhier payment Inslrument {hat
indicales that tha paymant canslitules "payment in fuil” of the amount owed or Biat i3 londarerd with ofhar condiliogns or limilatians or as full satisfaclion
of u disputed amaeunt must be mailed or delivered to: Sovercign Bank, Folisville Office, 120 South Centra Sireet, Pattsyilla, PA 17901,

LATE CHARGE. If a gaymant Is 16 days or more lale, Borrower will be charged 5.000% of the unpald porlion of the regularly schaduled payment
or $10,00, whichever is grealer,

INTERESY AFTER DEFAULT. Upon default, including failura lo pay upon final malurfly, Lender, al ils optian, may, if permitted undar applicable law,
Increase Iha varablo inferest rate on this Noie te 3,500 percentage poinis over tha Indax. The inlcrost ralc will nol exceed the maximum rale permilied
by applicabla law. 1 judgment is onlered in conneclion wilh Ihis Note, inlerest will eontinue to acerus on this Nota allor judgment a! the in{crest rale
applicablo §o 1his Nole at the lime Judgmienl is enlered. .

PEFAULT. Each of Ihe follgwing shall canstitule an event pf defaull (“Event of Defaull®) under this Note:
Paymenl Befaull. Borrower fails lo make any paymenl when due under this Note.

Other Defaulls. Horrower lails fo comply wilh or to pedform any other term, obligation, cavenant er cendilion contained in this Nola or in any of
Iha ralaled documents or 1o comply with or to peffarm any term, abfigation, cevonant er candition containad in any other agreement belwesn
Lender and Borrowar.

Defaull in Favor of Thied Partles. Borrower or any Grantar dofaulls under any loan, exlension of credil, secUrily agreement, purchase or salas
agraoment, or any olher agreement, in favar of any clher credilor of porson thal may materially afiect any of Borrower's properly or Borcowar's
abfiity to repay Ihfs Note or parform Gorrower's obligalions undor this Nole or any of the relaled docurments.

False Stalemends. Any warranly, representation or stalement mads or furnishad to Lender by Borrower or on Borrower's behalf undar this Nata
of the relnted decumanls is falso or misleading in any material respecl, either now or at the ime made o furaishad or becomos ffse or misleading
al any lime thereariar,

Beath or Insolvency. Tha dissolulion of Borrower (ragardlass of whether election la continue Is made), any member wilhdraws from Gorrowar, or
any olher lerminalien of Dorrower's exlstance as a golng businass or Ihe dealh ol any member, {he Insslvency of Borrower, (e appalntment of o
recelver for any par of Bocrower's properly, any assigamant for tha benelit of crediors, any lype of credilor workoul, or the commencemant of any
proceading under any bankrupley or Insclvency iaws by er agalnst Bomowsr.

Credilor or Forfellure Proceedings, Commencement of foreclosure or forfeiture proceedings, whether by Judicial praceeding, sell-halp,
repossession ar any other mothed, by any credilor of Borrower or hy any governmontal agency against any callaleral socuring the [oan, Thls
Includes a garnishment of any of Borrower's accounis, including depesit accounts, with Lender. Howaevar, this Evanl of Dofaull shal nal apply If
(hors Is & good faith dispula by Borower as lo the validity or reascnabloness of the clalm which is tho basis of Ihe credilar or forfeiture praceeding
and if Borrewer gives Leonder wrillan notico of tho crodilor o forfaiture proceading and deposils with Lander menies or 4 suroly bond for the
crodilor or forfeilure procaeding, In an ameunt delermined by Lender, in its sole diserelion, as balng sn adeguale reserve or bond for tha dispute.

Events Affecling Guarantor. Any of Ihe prasading avenls eacurs wilh respect to any Suarantor of any ol the Indabledness or any Guaranlor dias
of bocomos incompelent, or revokes or dispules the validily of, or fiability under, any guaranty of the Indebladness evidenced by fhis Note. In tho
even! of a death, Londer, at its oplian, may, bu! shall nol be required lo, pormil tha Guoranlor's ostale lo assurne uncondilionally the ohligafions
arlsing under tho guaranty in a manner satistaciory fo Lender, and, In doing so, cure any Evenl of Defaul,

Adverse Change. A maledal adverse change cccurs in Borower's fnanclal enndilion, ar Londer bolieves lhe prospecl of payment or
performance of ks Nole s impalrod.

Insecurity, Lender In gaad faiih baliaves ilself insecure.
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Cure Provisions. f any dafaull, other than a dafault in payment Is curable and if Barcower has nol baen given a nalice of a breach of the same
provision af this Note withln the preceding twalve (12) monlhs, it may be cured (and no event of defqult will hava occurred) if Barrower, after
faceiving wrillan nofice fram Landar demanding cure of such defaull: (i) cures the default within thirty (30) days; or (2) if tha eura raqulres mora
than thirly (30} days, Immediataly Iniliates sleps which Lender desms in Lendar's sole discralion §o ba sufficiant 1o cure the defaull and thereaflar
confinues and comploles all reasonable and necessary sleps sufficiant lo produce compliance as soon as reasonably practical.

LENDER'S RIGHTS. Upon defaull, Londer may, afler giving such nofices as requirad by applicahle law, declare the enfire unpald princlpal balanca on
this Nole and nll accrued unpald Intares! iImmadiataly dus, and then Borrower will pay thaf amaunt.

EYPENSES. if Lender Instfutes any sull or aclion to enforce any of the larms of ihls Nole, Lender shall be entitled lo regaver such sum as the cour
may adjudgo roasonable. Whathar or siol any cow aclion Is lavaived, and lo tho exlent not prohibilad by law, all reasonatile expenses Lender incurs
that in Lander's opinion ara nacessary at any fimo for the prolection of its inferast ar The enforcement of ifs Aghts shall become & part of the loan
payable on demand and shall bear infarest at {he Nelo rale from the date of the expenditure unfil repald. Expanses covored by this paragraph Include,
wilhoul limitalion, however subijeclt to any limits under applicbls law, Lendar's expenses for bankrupicy proceedings (including afferds to madily or
vacalo any aulomalic slay or injunclion), and appeals, to the exlent permilled by applicable law. Borrower alse Wil pay any caurt costs, In addilion o
all othar sums provided by law.

JURY WAIVER. tender and Borrawer horeby waiye {be right fo any jury tial in any atlion, praceeding, or counlerclaim broughl by either
1ender or Borrower against the other. (Inilial Here 7 380 2430 14)

GOVERNING LAW. This Naole wil{ be governed hy, conslrued and enferced In accordance with federal law and {he laws of the Commuonweailh
of Peapsylvania. This Mole has been accepted by Lender In lhe Commaonwealth of Pennsylvania.

CHOICE OF VENUE. if there 15 a tawsuil, Dorrawsr agraes upon Lender's request 10 sutmit to the jurtsdiction of Lha courls of Schuykill Cotinty,
Commanwoallh of Pennsylvania,

RIGHT OF SETOFF. To o extenl pormilled by applicable law, Lender reserves a righl of setoll in afl Borrower's accounts with Lender (whether
choeking, savings, or some other agcount). This Includas all accounls Borrower holds jointly with someone efse and all accounts Berrawor may open in
tha future, Howover, this does nel Include any IRA or Keogh acgounts, or any tusl accounts fer which seloff would be prahilsied by law. Borowor
aulhotizes Lendar, s Ihe axtan! pormilled by applicable law, lo charge or ssloff all sums owing on tha Indoblednoss against any and alf such accounis,
and, al Landers oplion, lo administratively fraezo afl such accounls lo allow fender lo prolest Lendar's charge and sclofl righls provided In this
paragraph.

COLLATERAL. Qorrower acknowlodgos this Nole is socurad by UCC's filed with the Secretary of tha Commonweatlh of Pennsylvania with a lien en al
accounts recoivable and laventory: Perconal guaranties of Bruca Carmel and Sherry Carmel.

LINE OF CREDIT, This Note evidences a revolving kine of credil, Acvances undor this Nele may be requested eilher orally or In writing by Borrawor of
as provided In this paragraph. Lender may, but need nol, require thal all oral requosls be confirmed in writing. Al communlcatians, insluclions, or
diraclions by lelophone or alherwlse lo Lender are lo ba direcled o Lender's office shown above. Tha faflowing person currenlly is aulhorized to
request advances and aulhorize paymenls under the line of cradil unlil Lender recelves from Barrower, al Lender’s address shown above, wrillen
nolice of revecalion of his or hor autharly: Bruce Carmel , CEO of Lealher U.S.A. LLC. Bomower agrees 10 be liable {or all sums eilher: (A)
advanced in accordance with the Instruchions of an aulhorized person of (&) crediled lo any of Borrower's accaunis with Lender. The unpaid principal -
balanca owing on this Nole &l any time may be evidepcad by endorsements on this Nole or by Lender’s inlernal records, including dally compuler
prinl-auts. Loader will have o obligaiion fo advance funds under this Nole if: (A) Barrower or any guarantor is In defaull under fie farms of this Nola
or any agreemenl thal Barrowar or any guaranlor has wilh Ltender, including any agreement made in connaclion with 1o signing of this Nola; (8)
Barrower or any guaranior tedsas doing business or is insolveny (C) any guaranter seeks, claims or otherwlss allampts lo limit, modify or rovoke such
guaranlors guarantae of this Note of gy olher loan with Lendler; (D) Bocowor has applied funds provided pursbant o this Nole for purposes olher
than fhose aulharized by Lender; or () Lender in good falth believes itsel insecurs.

LINE OF CREDIT RENEWAL. This noln I3 subject lo an annual revicw. Renewal will be based on Lender's ongolng satisfaclion wilh borrower's
financial condilian.

SUCCESSOR INTERESTS. Tho lorms of lhis Nole shall be hinding upen Borawer, and upon Borrower's hairs, personal representatives, successors
and asslgng, and shallinure o the benafit of Lender and ils succassars and assigns.

GENERAL FROVISIONS. Londor may dofay or fargo enforcing any of Us righls or remedins undar fhis Note without losing them. Borrower and any
olhor parson who signs, guarantess or endorses this Nate, 10 the exienl allowed by law, walve presealinenl, demand for paymant, and nolice of
dishonor. tnon any changa [n the ferms of lhis Nole, and unlass otharwise oxpressly sfated in writing, no party who slgns this Nole, whelher as makar,
guaranler, accommedalion maker or endorser, shall be released from Hablily. All such padias agrea that Lender may ranew or oxlend (repeatedly and
for aay lenglh of ime) this foan or refoase any parly ar guaranior or collaleral; or Impalr, fail to realize upon or padoct Landor's sceurily inlerast in the
collalcral; and lake any olher aclion daamed negessary by Lender wilhout the consenl of or nolice fo anyone. All such parlies alsa agrea lhat Lendor
may madily lhis fonn wilhowl the consent of or nolica la anyone alhar than tho parly wilh whom Ihe modificalion Is made. The ablipalions undor this
Nole are Jolnt and several. If any portion of this Note is for any reason delermined 1o be unenfarcazbla, il will not affacl tha enlorceability of any olher
provislons of this Nole,

CONFESSION OF JUDGMENT, BORROWER HERERY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY OR THE PROTHONCTARY
OR CLERIK OF ANY COURT IN THE COMMONWEALTE | OF PENNSYLVANIA, OR ELSEWHERE, TQ APPEAR AT ANY TIME FOR BORROWER AFTER
A DEFAULT UNDER THIS NOTE AND WITH OR WITHOUT COMPLAINT FILED, CONFESS OR ENTER JUDGMENT AGAINST BORMOWER FOR THI
ENTIRE PRINCIPAL BALANCE OF THIS NOTE AND ALL ACCRUED INTEREST, LATE CHARGES AND ANY AND ALL AMOUNTS EXPENDED OR
ADVANCED BY LENDER RELATING TO ANY COLLATERAL SECURING THIS NOTE, TOGETHER WITH COSTS OF SUIT, AND AN ATTORNEY'S
COMMISSION OF TEN PERCENT (10%) OF THE UNPAID PRINCIPAL BALANCE AND ACCRUED SNTEREST FOR COLLECTION, BUT IN ANY EVENT
NOT LESS THAN FIVE HUNDRED DOLLARS ($500) ON WHICH JUDGMENT OR JUDGMENTS ONE OR MOAE EXECUTIONS MAY 1SSUE
IMMEDIATELY: AND FOM SO DOING, THIS NOTE OR A CORY QFF THIS NOTE VERIFIED BY AFFIDAVIT SHALL BE SUFFICIENT WARRANT. TIIE
AUTHORITY GRANTED IN THIS NOTE TD GONFESS JUDGMENT AGAINST BORROWER SHALL NOT BE EXHAUSTED BY ANY EXERCISE OF TIIAT
AUTHORITY, BUT SHALL CONTINUEG FROM TIME TO TIME AND AT ALL TIMES UNTI- PAYMENT IN FULL OF ALL AMOUNTS DUE UNDER THIS
NOTE. BORAOWRA HEREBY WAIVES ANY RIGHT BORAOWER MAY HAVE TO NOTICE OR TO A HEARING [N CONNECTION WITH ANY SUCH
CONFESSION OF JUDGMENT AND STATES THAY EITHER A REPRESENTATIVE OF LENDER SPECIFICALLY CALLED THIS CONFESSION OF
JUDGMENT PROVISION TO BDRROWER'S ATTENTION OR BORROWER HAS BEEN REPRESENTED BY INDEPENDENT LEGAL COUNSEL.
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PRIOR YO SIGHING THIS NOTE, BCRROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE, INCLUDING THE VARIABLE
INTEREST RATE PROVISIONS. BORROWER AGREES TO THE TERAMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

THIS NOTE IS GIVEN UNDER SEAL AND IT IS INTENDED THAT THIS NOTE IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A
SEALED INSTRUMENT ACCORDING TO LAW,

BORROWER:

_ "{Seal}

LENDER:

SOVEREIGN BARK

X _ ™ L
Authorized Siguéq o (~
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Grantor: Leather LLS.A. LLE (TIN: 23-3035013) Lender: Soversign Bank
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480 Wesl Flith Streel Poltsville Office
Siocomsburyg , PA 17815 129 South Centre Street

Poltsville, PA 17201
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THIS COMMERCIAL SECURITY AGREEMENT daled 4(- (34 V1., is mate and executed helween Lealher U.S.A. LLC {“Granlor”)
and Sovercign Bank {"L.ender"). I !

GRANT OF SECURITY INTEREST. For vaiuahle considerallon, Granlor grants ta Lender a security Inlerest in the Collateral lo secure the
indeblednass and agrees that Lender shall have the righls staled in this Agreemeni with respact lo the Collaleral, in addition lo all othey righls
which Lender inay have hy law,

COLLATEFAL DESCRIPTION. The word "Collatoral” s used in ihis Agrecment means the foliowing descrived properly, whelner now owned or
heroaller Acquired, whather now existing of noreafler arising, and wherover focatad, in which Granlor Is giving la Lender a sccurily inlarest Tor iha
paymant of the [ndebledness and performance of ail olher obfigations under the Nole and lhis Agregment;

All inveniory and Accounts
in addilion, ihe word "Collalaral” alse includes all the following, wheiher now owned or hereafler acquired, whethar now exisling or herealtar arizing,
andg wharcver fogalad:
{A) Al accesslons, allachmanls, aceessaries, 100ls, paris, supplies, replacements of and addilions 1o any of lhe collaleral described hereln,
whelhar addad now o later,
{(B) AN protiucts and produce of any of the propety deseribad in {his Collateral seclion.

(C) All aceounls, general inlangibles, incrumenls, fenls, monies, paymenls, and al? olher dghts, arising out of a sale, lease, or ather disposition of
any of the proparly described in Ihis Collaleral saclion.

(O} Al proceeds (ncluding Insurance procecds) from lhe saie, deslruclion, lass, or olhar disposilion of any of lhe property deseribad in this
Collateral soclion, and sums duea from & Irird party whe has damaged o destroyed lhe Collateral or from Lhat party's insurer, wholhor dus lo
judgmen, setflomenl or olhar pracass.

(E} All racords and dala relaling 1o any of the properly deserbed in his Collaleral section, whether in tha form of @ wriling, photograph, microfilm,
microliche, or elegtronic media, togelher with all ol Granter's righl, tille, snd inicrest In and Lo all computer soflware required lo utiliza, creales,
mainioin, and process any such records of data on eleclronic media.

Daspite any olher provisian of this Agreemen], Lendsr is not grantad, and will not have, & nenpurchase monoy security inlerast in household goods, {0
lha exlent such a sacurity inlerest would be prohibiled by applicatile faw. In addition, if because of lhe lype of any Fraperly, Lendor is requiirad 1o give
4 nolice of the right to cancet under Truth in Lending for tha (ndebledness, then Lender wili not have a securily inlerast in such Collatoral unfess and
untl such a notice is given.
MIGHT OF SETOFF. To lhe odenl permilied by apphicabla law, Lender reserves d righl of setolf in all Granlor's accounts wilh Lender (whelher
chocking, savings, or soma olher account). This fnciudes all accounls Grantor notds joinlly wilh somaona else and all accounts Granlor may open in
tha fulure. However, thls does nol include any iRA or Kangh accounls, or any trusi accounts for which seloff would be prohibiled by law. Granlor
aulhorlzes Londer, 1o tha extent parmilted by applicable law, ta charge or setoff afl sums owing ©on tha Indebtedness against any and ali such accaunts,
and, at Lender's option, lo adminisicatively fieeze all such accounls lo aliow Lender ta prolect Lendes's charge and seloff righls provided in 1his
patgaraph.
GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL. With respec! o tho Collaleral, Grantor repregenls
and promises {o Lender thal:
perfeclion of Security tnferest. Granlor agrees lo execute Rnancing stalamenis and to take whataver pther actions are requeslod by Lender lo
perfeel and continua Lenders sacurly Intarest In tha Coflateral. Upon requesl of Lender, Granlor will deliver %o Lendor any and a2l of the
documents ovidencing ar consliluting lhe Coliatersl, and Granlor will nole Lendor's imterast upon any and ali chatlel papor if nol dellvared (o
tender for possession by Lender. This Is a conlintting Security Agreement and will continue In efect even Lhough afi or any part of the
Indebledness is paid in full and even {hough for a period of time Grantor may nal be Indebled lo Lender.

Nolices 1o Lender. Granior will promplly noiity Lendar in wriling 2l Lender's address shawn abave (of such other addrasses s Lendor may
geslgnala from tima to lime) prior 10 any {1) changa in Grantor's name; (2) changain Granlor's assumed business name(s); {3) change n lha
managemonl or In Tho membars or managars of the limiled Nabiity company Grantor; (4) change in lhe aulhorized signer(s); (8] change in
Grantor's principal olfice address; {6} change in Granles's slode of organization; (7) canversion of Grantor ko a now or dilferent lypa of businass
enlity; or {8) change in any olher aspocl of Grantor Lhal diractly or indireetly rclates te any agrewmants bolwean Sranlor and Lander. No change
in Grantors name or state of arganizatlon will take effect unil after Langder has recaived nolica

Mo Violallon. The oxccution and delivary of Wiz Agreemenl will nat violala any law or sgrecmenl govarning Granler or lo which Granlor is a pacly,
and ifs mombership agresmenl doas nal prohibit any term or candilion of Ihis Agreament.

Enforcesbitity of Collateral. To the exlent tha Cailaleral consigls of accounls, challel paper, or genoral intangibles, as defined by the Uniform
Cammorcial Code, lne Colialorat is enforceable In accordance wilh ils terens, is geaulne, and fully complics wilh ak applicable laws and rogulations
concerning {orm, canient and marner of preparation and execution, and all persons gppeaning 1o be obligaled oa the Collaicral hava authorily
ang capacily 1o conlract and are in facl obligated s Ihoy appear io be on Iha Collaleral. Al the lime any Account begomas subjecl to a security
Inlerest in favor of Lender, lhe Accaund shall ba a good and valid account representing an undispuled, bona fide indetytediness incurred Ly ho
accaunt dabtor, for merchandise held subject lo delivery instrslions or previously shipped ar delivered pursuant to & conlract of sale, ar lor
sarvives previously performed by Granlor with of for the account deblar. So tong as lhis Agresment remains In alfect, Grantor shall not, without
Londars prior wrilten congent, compromise, sellle, adjusl, or exlend paymonl under or with regard 1o any such Accounts. Therg shall ba no
satolls or counlerclains against any of the Collaleral, and no agreermenl shall have been made under which any deduclions or discounts may be
clatmad concerning tha Coltateral axcoph thoso disclesed o Lender In wriling.

Localion of the Collateral. Except in lhe ordinary course of Granlor's businasz, Grantor sgreos lo keep the Coflateral (or to ihe extent iha
Colinleral consists of imangihla properly such as accounls or general inlangihles, the records concerning the Collaleral) al Granlor's addross
shown abova or at such olher localions as are aceeptable o Lander. Upan Lendess raques!, Granlor will deliver to Lender In lorin salisfaclory ta
Londar a schadule of raal propadics and Callateral lacalions relaling lo Grantor's operations, including withoul limilatian (he loflewing: (1) al raal
praperly Granlor owns or is purchasing; {2} &l real praperly Grantor i renting or leasing: (3) all slerage facililies Grantor owns, renls, leases, or
uses: and {4) all other properties where Collaleraf Is or may be localed.
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Removal of the Collaleral. Excepl in the ordinary course of Grantor's business, including the sales of invenlory, Granlor shall nol rermove the
Collateral trom its existing location withoul Lender's prior wiillen consenl, To ihe exlent lhat he Collateral consisls of vehicles, or cther tilied
proporly, Granler shalt not lake or permit any ackon which would require appfication for ceriificales of title for the vehicles guislde tha
Commeanwealh of Pennsylvania, without Lender's prior writlen consent. Granlor shall, whenover requesled, advise Lender of the exact locallon of

tho Collgleral.

Transaclions Tnvolving Collateral. Excepl for inveniary sold or acoounts collected In 1he ordinary courso of Granlar's pusiness, or as oiherwiso
pravidod for in Ihis Agrcoment, Granior shall not sell, offer 1o sell, of olherwisa transter or dispose of the Collalerat. While Grantor Is at in delauil
under this Agreernant, Granlor may sell Invantory, but only in the ordinary course of its business and only {o buyors who qualify as a buyer in the
ardinary cottrse af buslness. A sala in the ordinary course of Graniors businass dogs not inciude & lransfer in partial or lota) satisfzclion of a dabt
or any bulk sale. Granlor shall not pladge, morlgage, encumber or atherwise permil the Collateral (o be subject 1o any fien, securily inlerast,
encumbranna, or charge, other ihan the securily inlorest provided for in Lhis Agreemant, wilhoutl iha priar wrilten consent of Laader. This includes
security Interasls oven if junior In right to the securily irlerests granied under this Agreomenl. Unless waived by Lender, all procoeds from any
disposilion of ihe Celigteral (far whalever season) shall ba Reld In Yrust for Lender and shall nol be comrningiad with any clher funds; provided
howaver, his requsement shalt not consiitule censent by Lendcr Lo any saie or olher disposiiion. Upon receipl, Grantor shall inmedialely dalivar

any such procesds 1o Lendar.

Tille. Grantor represanis and warranis o Lender tha! Geantor holds good and marketable lite to the Cellateral, froe and clear of al liens and
encumbrancas except for the fien of this Agreemant. No financing stalomant covering any of ihe Collataral is on fia in any public affice other than
ihose which reflecl the securily inferes! created by this Agreamenl ar lo Wwhich Lender has specifically consenled. Granlor shall defend Lender's
righls in the Collateral against lho claims and demands of ail other parsons.

Repairs and Mainlénance. Granlor agroes o keep and maintain, and ta cause ofhers ta kaep and maintain, the Collatorat in goad order, repair
and eondilian &l al kmos while 1his Agraement ramains 1n effect. Grantar further agrees 1o pay when due all claims for work dane a, or sarvices
fanderod or material furnished in conneclion wilh the Calizleral 5o that no llen or gncumiranca may ever atlach lo or be filed against iha

Coliatoral.
inspection of Colideral. Lender and Lender's designated represantatives and agenls shall nava the right at alf reasgnable limes 1o examing and
inspect tho Coflalecal whergver lacated.

Taxes, Assessments and Liens. Granlor will pay when cuo all taxes, assessmants and fiens upon the Callateral, ils use of oparalion, upon this
Agraement, upon any promissory nole ar aotes ayldancing the Indabledness, or upon any of the other Relatod Documents. Granter may withhold
any such paymenl or may elect to contest any lien if Granlar is In geod faith conducling an appropriale proceeding to contesl the obligalion lo pay
and so long as Lander's inlerost in the Collateral is nat jespardizad [n Landor's sole apinion. if the Gelialeral is subjected lo a lien which Is net
discharged wilhin fifteen (15) days, Granlor shali deposil wilh Lender eash, a sulficlenl corporale surely bond or other security satistaclory lo
Lander fn an amaunt adequale to provide foc the discharga of the lien plus any intarosl, cosls, permissible fees or other chargos that could acerue
as a rosult of faraclosUra o sale of the Collaleral, In any conlest Grantor shalt dofond ilself and Lender and shall galisfy any final adverse
juggment before anforcement apainst the Cotlateral. Grantor shali name Lander as 4n addilionat obligea under any suraly bond Jurnished In 1ha
conles! proceedings. Grantor furlher agrees lo furnish Lender wilh cvidence {hat such laxes, assessments, and govemmental and olhor charges
hava beoen paid in full and in a limaly manner. Grantor may withheld any such paymant of may elact to conlest any lign i Grantor is in good Igith
canducling an apprapriale proceeding 1o centes! the obiigation to pay and so long as Lender's interast in the Collaleral is not jeopardized.

Compliance with Governmental Reguiremenls. Granlor shall comply prompily wilth ali laws, ordinances, rules and regulations of al
gavernmontal auiharilies, now or heroaftor in etecl, applicabla lo Lhe ownership, produclion, disposilion, or use of lha Collaleral, including &ll laws
or rogulutions relating to the undue eresion of highly—arodile land or relaling o lhe conversion of waliands for lhe produclian af an agricultural
producl ar commeodily, Grantor may conlest 4 goed failh any such faw, ordinance or rogulatior and withhold comptiance during any proceeding,
including appropriale appeals, so long as Lander's inlerest in [ho Collateral, in Lendre's opinion, is nal joopardized.

Hazardous Subslances. Granlor ropresentz and warranis thal tha Collateral naver has been, and nevar wil be so long as ihls Agreement
remains a lizn on the Collaloral, used in violation of any Environmenial Laws of for Lhe generalion, manufaclure, storage, tra nsporlation, iraatmant,
disposal, relaase of hrealened reloase of any Harardous Substance. The reprascnialions and warranlies continad harein are based on Granler's
dua difigenca in invesligating (e Collateral for Hazardous Subslancas. Grantor hareby (1} reloases and waives any fulurg claims against Eender
for Indamnity or conlrbulion in lhe event Granlor becomas liabla for cleanup or clher costs under any Environmenlal Laws, and (2} agrees ta
indemnity and hold hamnless Lender against any and al clyims and lesses resulling kom a breash of this provision of s Agreoment.  This
abligation to indemnify shall survive lhe payment of ihe Indebiedness and the salizlacton of this Agresmerndt,

Malntcnznce of Casualty Insurance. Granler shall procura and malntain al risks insurance, Ineluding withaut limilalicn fire, (hoft and liability
covarage logolher wilh such olher Insurance &% tender may roquire with respect fo Ihe Collateral, in form, amounls, coveragos and basis
ransonably acceplable lo Lender and issued by a company ar companies roasonably acceplable lo Lender, Grantor, upan request of Lender, will
dellver to Lender from ume Lo ime the policies or carlificales of insugarca in form salisfaclory lo Lander, including slipulations 1hal coverages wil
nat be cancellod or diminished withoul at least Inirty (30) days' peiov wrillen nolice lo Lender and aot including any disclaimer of Iho insurer's
liability for fuilure fo give such a nalico. Each insurance palicy also shall inciuda an cndorsemanl providing that coverage in favar of Lender wil
nof bo smpaired in any way by any act, orissian or defaull of Granlar or any olher persen. In connection with all policios coverlng assets In which
Lender holds or is offerad & securily inlerast, Grantor wili provide Lender wilh such loss payablo or other endorsemenls as Lender may roguica. Il
Granlar o\ any lime fails to oblain or mainlain any insurance 4 required undar Iks Agroement, Leader may (bul shaft not be obligaled to} ablain
such insuranco as Lender deems appropriale, including if Lender sa chooses "single inferest insurance,” which will cover only Lender's Inlerest in

tha Callaleral.

Application of Insurance Proceeds. Grantor shall prompily nolify Lender of any loss or damage fo {he Collaleral. Lender may make peoof of
logs it Granlor Fails lo da so wilhin liflzaa (15) days of \he casualty. Al proceads of any INSUrance on the Coltalersl, including aseruad procegds
ihcreon, shall be held by Lender as pait of the Colaleral. If Lander conzants o repair or replacement of the damagod or destroyod Callateral,
Lender shall, upon satisfactory pract of expanditure, pay or relmburso Granlor from She proceeds for the reasonable cost of ropalr or resloratian.
If Lendar doss not consant to repair or replacement of the Collatoral, Lender shall relaln a sufficient gmount of the procceds la pay af of ihe
(ndebtadness, and shall pay be balance lo Grandor. Any proceeds which have nol been disbursad wilhin six (6) months afler lheir recoipl and
which Granier has nol commilied to {he repair or restoration of the Collaleral shall be used lo prepay Ihe indebladness.

Insurance Reserves, Lendar may require Grantor lo maintain wilh Lender reservas for payment of insurance pramiums, which reserves shall be
grealed by monthly paymenls from Granter of & sum astimated by Lender to be sufficlant to produca, atlocas! filteen (15) da hiaforo the premium
duo dale, amounis at least equal lo tha insuranca promiyms o be paid. I fitteen (15} days before payment is due, the reserve funds ara
insulficionl, Granter chall upon demand pay any delicigncy lo Lendar. The reserve funds shal be held hy Londer as & gonoral depocit and shafl
conslilulo a non—interest—bearing account which Lendere may salisly by paymenil of the insisrance premiums required 1o be paid by Granlor as Thay
become duo. Lender does nol hold tha roserve {unds in trust for Grantee, and Lender is not Ihe agent of Grantar for payment of the Insurance
premiums raguired fa be pald by Grantar. The responsiiiity for the paymen! of pramiums chall remain Granlor's sole responsibilily.

i §
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Insurance Reports. Granior, upon request of Lepder, shalt furnish to Lender reports on each exlsling policy of insurance showing such
intormalion as L.ender may reasenably requosl Including the following: (1) {he name of the inswer: (2) the rigks insurod; (3) 1ho amount of the
policy; (4} the property insured; (S) lho then cumani valuie on Lhe basis of which insurance has been oblainad and the manner of delarmining
lha! value; and {8} tha axpiralion date of the poliey. In addilion, Granlor shall upon request by Lender (however nel mote oflan thaa annuaily}
have ar independant appraisor satisfactory to Lender delerming, as applicable, the cash value or replacemant cost of the Cotlaleral.

Financing Slatements. Granlor authorizas Lender fo fla a UCCY financing slalemant, or allernatively, a copy of Ihis Agreement lo perfoct
Lendar's secunly inleros!. At Lender's raguesl, Granlor addilionally agrees 1o sign all olher documonts that are necessary lo perfect, prolecl, and
conlinta Lender's socunily Interost In the Froperly. Grantor will pay all filing fees, lifle transfer foes, and olhar fees and cosls invoivad uniess
prohibilad by law or unloss Lender §s required by law lo pay such fees and cosls. Granlor irrevocably appoints Londer la exceijle financing
slaiements and dogumenls ot litle In Granfer's name and ta executs all documenls necessary to transfer litio if hera iz a defaull. Lendar may fila a
copy of 1his Agreeman! s a financing slalement, Y Grantor changes Granlor's nama gr address, or lhe name or address of any person granling =
securly inlerest under |his Agroemenl changes, Granior will prompily nolity tho Lender of such change.

GRANTOR'S RIGHT TQ POSSESSION AND TO COLLECT ACCOLNYS. Unlil default and excepl as othorwise pravided below wilh respect lo
accounts, Grantor may have possossion of the tang®hla personaf praperly and beneficial use of il the Collaleral and may use it in any lawlul manner
not inconsistant with this Agreemant or the Relaled Documents, provided (hat Granlor's right to possession and benaficial use shall nat apply lo any
Collateral whete possession of (ha Collaleral by Lender is required by law lo porfect Lender's securily inlerest In such Collateral. Uniil oiherwiso nalified
by Lender, Grantor may callecl any of the Collaleral consisting of accounts. At any fime and even lhough no Evanl of Default exisis, Lendar may
excrcisa s righls Yo collect Lhe accounts and 1o naolify assount deblors to make paymaents directly o Lender for applisalion 1o the Indabiedness. If
Lender al uny lima has poscession of any Collaleral, whather beforn or afler an Evenl of Dolaull, tender shall be deemed 1o have exerclsed reasonable
care In the cuslody and prescrvalion of the Collalaral if Lender lakes such aclion for that purpase as Grantor shall reques! or as Lendar, in Lender's
solo discretion, shall deem appropriale under the circumslancas, but fallura lo honar any reques! by Granter shall nol of ilself bo deemed to be a failure
ta exarcise reascnable care. Lender shall nol be requirad Lo tuka any sleps naccssary to picserve any rights in the Collaleral againsl pror parlies, nor
19 prolect, presarve or mainiain any securily interast given to secure tho Indeblednass.

LENDER'S EXPENDITURES, f any aclion or progeading is commenced 1hal would malerially affec! Londer's intaresl in \he Collalerad of if Granlar fails
lo comply wilh any provision of this Agreemont or any Relaled Documents, inciuding bul not limiled o Granlor's failure to dischargo or pay when due
any amounis Granlor is requirad te discharge or pay under lhis Agreemant or any Ralaled Documents, Lender on Grantor's behalf may (bul shalt nal be
oblgaled 1o} fake any actian \hat Lender deems appropriate, inclucing but not limiled lo dizcharging or paying &ll iaxes, liens. securily interesls,
encumbrances and olber clalms, al any lime levied or placed on the Collateral and paying afl cosls for Inslring, maintaining and preserving ihe
Colialeral, Al such expendilures incurrad or paid by Lender for such purposes will then bear inlarest at the rate charged under tha Note from the dala
incurrad or pald by Lender la ihe date of repaymaeni by Granlar, All such expenses will bacome a part of ihe Indebladness and, &l Lender’s aplion, will
{A} be payabla on domand; {B) be added o {ha balance of Ihe Note and be apporlioned among and ba payable with 2ny {nslallment paymenls to
becomo due during eilhar (1) Lhe form of any applicable Insuiance poliey: or (2) the remaining lerm of the Noto; or (C) ba lrcaled as a balloon
paymanl which will be due and payabio at the Nole’s malurily. Tha Agreement also will secure payment of thesa amounls. Such right shall ba in
addition 1o all alher righis and remedies to which Lander may be ontilled upon Defaul.

DEFALLT. Each of the fcliowlng shall constitute an Event of Defrult under this Agregmaal:
Paymenl Defaull, Granior fails 1o make any payment when due under iha Indeblednass.
Other Defaulls. Granlor fails to comply wilh or Yo peiforme any other (erm, obligalion, covenant or cenditian conlained in this Agrecment or in any
of ihe Refalad Documeonts or to comply wilh or Yo perform any lorm, obligation, covenan! or sendilion cenlained in any olher agreemant belween
Lander and Granlar.
Defauit In Favor of Thir Paorties. Should Borrower ar any Gianlor dafau!l under any foan, extansion of cradil, seeurity agreemenl, purchasse or

sales agreamant, 6r any olher agreemenl, in favor of any ather eradilor or persoa lhat may maledally affect any of Granlor's property or Granlar's
or any Granlor's abifily to repay lha Indebtodness or periorm Lhair respectiva cbligations under Lhis Agreemenl or any of tha Fiolaled Documenis.

False Stalemenls. Any warranly, ropressntation or slalemeni made or furnished to Lander by Granlor or on Granler's bahalt under ihis
Agreament or the Melated Documenls is falsa or misleading in any malerial respact, cither naw or at tha fime made or furnished or becomes false
or misicading al any img therealter,

Delective Collaleralizalion. This Agreement or any of lhe Felaled Documanis ¢eases to be in full force and elfcel {inctuding failure of any
callalara! doctiment le cresta a valid and perfecled sccudly intares! or lian) al any lima and for any reason.

Insalvency, The dissolution of Grantor (regardless al whelher clection to conlinue is made), any member withdraws kem the Wimited liability
company, of any other lerminalion of Granlor's existance as a geing business or lha dealh of any membaer, the insolvency of Granlor, Lhe
appointmont of a receiver for any part of Granler's properly, any assignment for tha benefil of creditors, any lype ol credifor workou!, or the
commencoment of any procecding uader any bankrupley or insalvency laws by or againsl Granlar,

Credifor or Forleiture Proceedings. Commencement of forectosure or forfeilre proceadings, whather by judicial proceeding, solf-help,
repassassion of any ather melhiod, by any creditor of Grantor ar by aay gavernmental agency against any colialeral securing the Indebledness.
This includes a garnishment ot any ot Granior's accounts, including depasit accounds, with Londer. Hawaver, this Event of Defaull shall nol apply
If thera is 2 goed faith dispute by Grantor as lo Tha validily or reasonablenoss of the claim wlich is the basis of the crediler ar forfeittire procoeding
and If Granior glves Lender wrillen netice of the eradilor or ferfailure proceeding and deposits wilh Lender monias or @ surely bond [or the eradilor
or forfeilure pracoading, in an amounl delermined by Lender, in ils sala discretion, as being an adequale resarve or bond for the disputa.

Events AHec!!ng'Guarantot. Any of the preceding cvenls ecours wilh rospecl te Guaranlor of any of tho Indeblednass ar Guaranlar dies or
bacomes Incompetant or revekas or disputas lhe validity of, or liabilily under, any Guarenly of the Indebledness.

Adverse Change. A maleriat advorse change oceurs in Granler's inancigl condiiion, or Lender beliaves the praspoct of payment or perfermance
ol (ha Indebtednass is Impairod. '

lnsecurity. Lander in good faith baliavos itsell insocure.

Cure Provisions. |f any default, other fhan a dafaull in payment 1s curabie and i Grantor has nol kean given & nolice of a breach of lhe same
provision of this Agreemant wilhin lha presading twelve (12) menlhs, it may be cured {and no evanl of delault will have ogcurred) it Granlor, aller
receiving wrillen nolice from Lender demanding cure of such defaull; (£} eurcs the default wilhdni thirly (3Q) days; or (2} if ihe cure requlres mora
than thirtly (30} days, Immediately inilialas sleps which Lender deems in Lender's sola discration 1o be sufficlent to cure tho defaull and therealer
cantinues and comploles afl ressonable and necessary steps sufficien! to produce compliance 43 soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default accurs under this Agreemenl, at any lime thercafier, Lender shall have all the righls of
a socured parly dnder tha Pennsylvania Uniform Commercial Code. 1n addilion and wilhaul timitalien, Londer may axercise any enc or mare of lhe

following righls and remedies:
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Accelerale Indebledness, Lendar may doclare the onire Indehladnass, including any prepayment penaity which Granfor would ba required to
pay, Immediately dua and payable, withoul nolice of any kind 1o Grantor,

Assemble Collaleral. Lender may require Granior lo defiver Lo Lander all or any porlion of the Collaieral and any and alf conlificales of fitte and
other documents relating 1o the Collaleral, Lander may require Grantor to assamble ihe Collateral and make il avaiiable lo Landar at a placo la ba
designaled by Lendee. Lender also shall have full power to enler upen tho property of Granter Lo fake possession of and remove tho Collateral. 1t
tho Collataral confains ather goods nol covered by Ihis Agreeman! af the time of repossession, Grantor agrecs Lender may lake such olher geods,
providod tha! Landor makes reasanable efforts to relurn Yhem to Grantor afler repossession.

Sell the Collsteral. Londer shall have Jull power o sell, lease, transler, ar olherwisa deal with the Colfalaral or proceods thereot in Lender's own
name or that of Grantor. Lender may seft lhe Collaieral at pubfic atiction or privala sale. Unlass [he Collaleral threalons 1o decline speadily in
value or is of a typo customarily sld on a recagnized markol, Lender will give Granlor, and other persons as requircd by law, reasonable nolice of
tha time and place of any public sale, or The ime aftar which any privale sale or any ofher disposilion of tha Cottaleral is lo be made. Howevar, no
nofica need ba provided o any person who, aflar Evenl of Defaull occurs, enters inte and aulhenticales an agreament walving lhat parson's right
\o nalificalion of salo. The requirdmanis of regsanable nalica shall ba met if such nolice Is given al teagt ten (10) days befora Lha time of tha sale
of disposition. Al expenses relaling o Yha disposilion of the Collaleral, including without limilalion the expenses of retaking, holding, insuring,
pragaring for salo and selling the Callateral, shal beeoms a part of the Indebledness secured by this Agroement and shall be payable on damand,
wilh inlerest al {ha Nalo rale from dale of expendifire untif repaid,

Appoint Receiver. Lender shall hava 1he fight Yo hava a recejver appoinlad ta lake possession of all or any part of Ine Collaleral, with tho power
to prolect and preservo Ihe Collaleral, to operals the Collataral preceding foreslosura or sala, and lo collect o Renls irom the Collaloral and apply
tha proceads, over and above the cost of the receivership, agains! the Indeblednass. The recciver may servo wilhalt bond If permitted by law.
Lendars right lo Ihe appeinimant of a raceiver shall axist whelher or nel tho appasenl value of the Colialeral exceeds tha Indoblednaoss by &
subslantial ameounl, Emptoyment by Lender shall not disqualify & parsan from sarving as a recelver,

Collect Revenues, Apply Accounts. Lander, gilher itself or through & receiver, may collect the paymenis, renis, incame, and ravenues from 1ho
Colialeral. Lendar may al any me in Lender's discrelian ransfer any Collaleral inle Lander’s own name or thal of Lender's nominee and racoive
Ihe paymonls, rents, Incoms, and revenues theretrem and hold the same as securily for lhe Indebledness er apply it lo payment ol the
Indahtadness in such order of preferenge as Lender may determine. {nsofar as the Collaleral consists of accounls, general Inlanaibles, Insurance
policies, inslruments, challal paper, choses in aclion, or similar property, Lender may damand, colecl, roeeipl for, setile, compromize, adjusl, sus
tor, forecless, or realiza on the Collateral as Lender may delerming, whether or nof Indcbtedness or Collateral is then due. For these purposes,
Lendar may, an bohalf of and In tha name of Graalor, racalve, open and dispose of mail addressed 1o Granter; change any address to which mail
and payments are to be sent; and endorse noles, chocks, drafts, money orders, documenls ol difie, Instrumenis and items pertalning to paymant,
ghipmenl, or slorage of any Collaleral, Te faclilate colloction, Lender may nelity account deblars and obligors on any Collaloral [o maka payments
direclly to Lender.

Ohtaln Deficlericy. if Lender chooses la sell any or ail af the Collatoral, Lendor may obtain a judgmonl agalnst Granter for any deficiancy
rematning on the Indabledness dua to Lender aller applicalion of all amounis received from the exarcise of tha rights pravided in {his Agroemenl,
Granlor shall b Tiable far a deficiency even it the rangaclion described in Lhis subseclion is a sale of accounis or ehallel paper.

Other Righls and Remedies. Lender shall have all Ihe rights and remedies of a secured eredilor under the provisions of the Uniform Commercial
Coda, as may be amendad from lime to fimo, tn addilion, Lendar shall hava and may cxercisa any or all elher rights and romedies it may have
available al law, in equity, ar olherwisc.

Election of Remedles, Except as may be prohibiied by applicable lsw, all of Lendars righls and rernedies, whether avidenced by lhis
Agreemeni, the Relatad Documonts, ar by any other wriling, shall be cumulaliva and may be exerclsed singulary or concurrenlly. Electon by
Lender 1o pursun any remedy shalt nol ex¢lyde pursuit of any olher romedy, and an election 1o make axpenditures or 1o take aclion lo perferm an
obilgalien of Grantor under ihis Agrecment, aftar Granlor's failure o porform, shall nel affect Lender's right to declara a delaull and exercise ils
remodies,

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a par of this Agragment:

Amendments. This Agreemant, logether wilh any Relaled Documenis, constitules Lhe enfire understanding and agrasmen! of Iha pariies as ta the
mallers sel forlh in this Agreemen!. No aitarafion of or amendmenl la ikls Agroement shall be effective urdess given in wriling and signod by Lha
parly ar partlas soughl lo be charged or beund by the alteralion or amendmant.

Expenses. If 1 endar institutes any suit or aslicn lo enforce any of lha lerms of this Agreament, Lender shal bea entilled 1o recavar such sym as the
courl may adjudge reasonable. Whether or nat any courl aclion is Invalved, and lo the extent nol protibiled by law, all rcascnabla expenses
Lender incurs thalim Lender's oplaion are nacessary at any lime for Lhe prolectian of ils inleres! or the enforeement of its righls shall becoma a part
of Ihe Indebledness payable on demand and shall bear Inlares! al iha Nole rate from lhe dale of the expandilure unlil repaid. Expensos cavercd
by this paragraph Include, wilhoul fimitation, howevar subje¢! lo any limits Lnder applicable faw, Lender's axpenses lar bankruploy proceedings
(including offorts to modify or vacala any aulomalic stay or injunction), appeqls, and any anficipated posi-judgmont colleclion scrvices, 1o the
axiont parmilied by applicable law. Grantor afse will pay any courl costs, in addilien 1o all olhar sums peavided by faw.

Captlon Headings, Caplion headings in fhis Agroement are for convenlenca purposes only and &re not lo be used fo interprel or defing the
provisions of lhis Agrecment.

Goveraing Law. This Agreemenl will be governed by, copsirued and enforced In accordance will federal law and the laws of the
Commanwealth of Pennsylvania. This Agreement has been accepted by Lender in the Commonwealth of Pennsylvania.

Choice of Venbe. If thare is a lawsuil, Granler agrees upan Lender's request o submit to tho jurisdiclion of the courls of Schuyikil County,
Cammonwealih of Pennsylvania.

No Waiver by Lender. Lander shalt nol be deemed to have waived any righls under this Agréemant unless such waiver Is given in wiiling and
slgned by Lender, No delay or omission on the parl of Lender In exercising any right shall operata as a walver of such right or any olher righl. A
waoiver by Lender of o provision of This Agreament shall not prajudice or conslilule a walver a! Lender's righl atherwisa to demand siricl
comphanca with thal prevision or any other provigion of this Agreament, Na prior walver by Lender, nor any ¢oursa of dealing bolween Lender
and Granlor, thall conslilule a waiver of any ol Landor’s righls or of any of Granlor's obligalions as 1o any fulure lransaclions. Whanever the
consend of Lender is required under this Agreemeni, the granting of such consenl by Lender in any Inslance shalt nel constdula conlinulng
consoni 1o subsequent instances whera such cansant is raquired and in all cases such censent may be granied or wilhhe'd in thae sole discrotion
of Lendor, '

Notlces. Unless alherwlse provided by appiicable faw, any notico requirad lo be: given under lhis Agreement shall he given in wriling, and shall
be elfuctive when aclually dofivered, when actually rectived by lolefacsimlio (unless otherwise required by law}, when deposited with a nationally
recognized overnight courler, or, i mafled, whan deposited in tha United Slalos mall, as Frsl class, cerlfied or registerad mail poslage prepald,
direclad la (ha addratsas shown near the teginning af this Agreomant, Any parly may changa ile address for nofices under Ih{s Agroement by

R e IS P L PP TP TR T P
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giving formal wrillon netica lo he olher parlies, specifying that ihe purposa of the netlea is to change fhe party’s address. For nollce purpases,
Granor agrees o keep Lender informad af o times of Granlor's curren] addrass. Uniess otherwise provided by applicabla faw, if thera is more
than ane Grarlar, any nolice given by Lender 1o any Granlor is deemad to be nolica givon lo all Granlors,
Addilional Authorizations. Granlor hareby aulhorizes Lendar, with fuf powar of sUbslitution, lo executa in Granler's name any documents
nocossary lo perfest, amend, or to conlinue (he socurily inleres! graniad in this Agraomenl or o demand 1erminalion of filings af olher seeurad
partics and, without further authorizalion fram Granlor, to file a carbon, photographie or olher reproduction of any financlng stalemen! ¢ of this
Agreemen! for Use 25 a fnancing slalemanl. Grantor will reimburso Lender tor all expanses for the perfeclion and tha conlinuation of lhe
partection of Lesdar's sccurily inlerest in Ihe Collateral. Itis undersload and agread thal any exarcise of his autharization by Lendor shall be an
bahall o} Lendor and not on behalf of Grantor, Lendor is not an agent of fiduciary of Grantor, Hawavar, in oxercising 1ho authorizalion granted
hereby, Londer shall exercise rcasonable caution and prudence and Lender shall keep Il and accurale record of alf aclions, receip's and
dispursemeants,
Severabillty. I a courl of campelenl jurisdiction finds any pravision of Lhis Agreement 10 ke illegal, invalid, or Wnenforceable as o any
circumsiancs, thal finding shali not make the offending provision flegal, invalld, or unenforceabla as {o any other circumstanca. {f teasible, tho
offanding pravision shall bo censidered modified sa that it hecemes legal, valid and enfotceable. If the olffending provision cannel be so madilied,
it shall be consldered deleled from this Agresment. Unless olherwise required by law, Ihe illagality, Invalidity, or unenforceabifly of any provision
of Lhis Agroomen| shall not alfact the legalily, validily or anforceabllily of any ofher provision of this Agreement.
Successor Inlerests. The lerms of this Agreemen! shall be binding upon Grantar, and upon Grantor's hairs, personal representalives,
suscassors, and assigns, and shall be enforceable by Lender and ils successors and ossigns,
Survival of Representalions and Warranlles. Al representafions, warranlias, and agreements made by Grantor in this Agreement shall sunvive
lha oxecution and delivery of this Agreemenl, shall be conlinuing In salure, and shall remain in full {oree and efiecl unlil such fime as Granlor's
indeblednoss shall be paid In full.
TIme is of ihe Essence. Tima Is of the assence in tha performanca of this Agreamenl.
Walve Jury. Ali parties lo this Agreemenl hereby waive the fight lo any Jury trial in any aclion, proceeding, or counterclaim brought by
any parly againsl any other parly. (Inflial Here ™, e 2
DEFINITIONS, Tha following caplalized words and torms shail have the follawing meanings when used in this Agreemant. Unfess specificaly sizted
1o the conlrary, all raferences \o dallar amaunis shall maan amounts in lawfu! monay of ihe United Slales of America. Words and lorms used in the
singular shall includa the plural, gnd the plural shalt include 1ho singular, as the conlaxt may require. Words and lerms not alherwiza defined In this
Agresmcnt shall hava lhe meanings alirbulod 1o such lerms in dhe Uniform Commorcial Coda:
Account, Tha ward "Aceount” means a trade aceount, account receiveble, other receivable, or olher right to payment for goods sold or senvices
renclered owing to Grantor {or lo a third parly grantor acceptabls lo Lender).
Agreement., Tho word "Agreement” moans this Commerclal Securily Agreament, as this Commercial Securily Agreament may be amendad or
modificd from lime 1o lma, logether with ail exhibils and schedulas allached to this Commercial Securily Agreamant from lime to time.
Borrower. The word “Borrower” maans Lealher US.A. LLC, and all other porsons and anlilies signing ihe Nate In whalover capacily.

Collateral, The word "Collataral” means afl of Granior's righl, e and inlerest in and lo afl the Collateral as describad in the Callatarai Desorlpiion
soclion of this Agresmont,

Defaull. The word "Defaldl” means tha Defaull set forth in Ihis Agraement In lhe saclion tifled “Defauli™.

Environmental Laws. Tho words "Environmental Laws" mean any and ail stafe, federal and local slajules, reguialions and ordinances relating lo
lha protection of human haeallh or lhe eavironment!, including wilhaut limilalion $ha Comprehensive Environmenlal Response, Compensalion, and
Liakility Act of 1980, as amendad, 42 U.5.C, Saclion 9601, el seq. ("CEACLA™, the Superfund Amendmenis and Reautharization Act &f 1986, Pub.
L. No. 3493 ("SARAM, iho Hazardous Malerials Transportalion Act, 49 U.S.C. Seclion 1801, et seq., tha Resource Cansarvalion and Recovery
Act, 42 LLS.C. SBection 6901, ol seq., or other applicabla state or federal laws, rules, or reguintions adopled pursuanl therelo, .
Event of Defaull, Tho words "Event of Defaul™ mean any of the evanls of defaull scl ferlh In 1his Agreemenl in the default soclion of this
Agroomenl,

Grantor. The word "Granior” means Leather ULSA, LLG,

Guaranlor, Tho word "Guarantor™ maans any guaranior, surely, or aceemmodation parly of any or all of lha indebledness.

Guaraaty. The werd "Guaraly’ means the guaranly from Guaranior 1o Lender, Incleding without limilalion & guaranty of alf ar par af the Note,

Hazardous Substances. The words "rlazardous Subslances” maan malerials thal, becalise of their quanlily, concenlralian ar physical, chamicafl
or infectious characterislics, may cause or posa a presenl or palentisl hazard le human health or the environmant when impropearly used, treated,
slored, disposed of, generated, manufaclured, ansporded or alherwiso handled. Tho words “MHazardous Substances® are used in their very
broadest sense and invlude withoul fimitation any and a4 hazardous or loxic subslances, materisls or wasto as defined by or lisled undor Lhe
Environmental Laws. The lerm "Hazardous Sutistances” also includes, withoul Umitafion, pokoloum and pelreleum by-producls or any kraction

thereal and ashazles,
Indebledness. Tho word "Indahledness™ means the indebledness evidenced by Jhe Nola or Felaled Documenis, ingluding all princlpal and

inforest logether wilh alf olher indeblednass and cosis and expanses for which Grantor is raspensible under lhis Agreemenl or under any of
ihe Retated Documants. The fians and security inleresis crealed pursuant o this Agroement cavering Lhe Indablodness whigh may bo crealed in

tho luiwre shall refate back 1o the dale of this Agreamen!.
Lender. The ward "Lender* means Soveraign Bank, ils successors and assigng.

Note. The word "Nole™ means tha NMote exaculed by Laather LLS A, LLC In tha pringipal ameunt of $500,000.00 dated 4}!4.4! ) Q,
. logether wilh all renewals of, exlansions of, modifications of, refinancings of, ¢onsclidalions of, and dabskiulions

for lhe nole or credif agrecmenl.

Property, Tho word "Propardy” maans all of Grantar's right, bile and ineres! in and Lo all tho Property as described in the "Coflaleral Doscripiion”
seclion af this Agreement,

Aelated Documenls. Tha words “Related Documants® mean all promissery noles, credil agreements, loan agreements, environmenlal
agreemepls, guaranbies, socurily agreoments, morigages, deeds of lrusl, seécuily deeds, colaleral moilgagos, and all other inslruments,
agroemonts and documenls, whelher now or haraller exiskng, execuled In conrwclion with ihe Indobledness.

GRANTOR HAS READ AND UNDERSTOOR ALL THE PROVISIONS OF THIS COMMERCIAL SECURITY AGREEMENT AND AGREES TO ITS
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TERMS. THIS AGREEMENT 1S DaTED 4] 141 07
THIS AGREEMENT 1S GIVEN UNDER SEAL AND IT IS INTENDED THAT THIS AGREEMENT IS AND SHALL CONSTITUTE AND HAVE THE
EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.

GRANTOR:

- 5 i.:("‘f"' - -,._'f_:j".}l";Seaf)
er US.A.LLC

LENDER:

SOVEREIGN BAN
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UCC Free Search - Debtor Information Page 1 of 1

DOS Homepage Debtor Information

a— FINANCING STATEMENT NUMBER: 36220988

UCC Onine Fiing cuzes L
Bureau Staff Debtor Name Address City State
LEATHER USA LLC ABOWESTFIFTH 5 homsBURG PA

STREET

Current Status

Home | Site Map | Site Feedback | View as Text Only | Employment

D

S
e
=
Heorig

Copyright @ 2002 Pennsylvania Department of State. All Rights Reserved.
Commonwealth of PA Privacy Statement

https://www.dos.state.pa.us/ucc/ucclieesearch/Scarch/wiDebtorInformation.aspx?Statementl... 7/8/2004



UCC Free Search - Secured Party Information Page 1 of 1

*EMMSYLVAMIA

DOS Homepage Secured Party Information

UCC Free Search FINANCING STATEMENT NUMBER: 36320088 "

UCC Online Filing bl N R e O e

Bureau Staff Secured Party Name Address City State
SOVEREIGN BANK 120 SOUTH CENTRE  porrsTown PA

Current Statug

i,
weheg,
-
R Q,

Hame

Copyright € 2002 Pennsylvania Department of State. All Rights Reserved.
Commonweatth of PA Privacy Statement

https://www.dos.state.pa.us/ucc/ucctreesearch/Search/wfSecuredPartyInformation.aspx?Statc..:  7/8/2004



UCC Free Search - Current Status Display Page 1 of 1

DOS Homepage

LCC Online Filing -

. FILING DATE AND TIME 5/8/2002 4 41 00 PM
Bureau Staff T T T

_MATURITY DATE 05/03 2007 _

MICROFILM NUMBER 382
NO. OF ADDITIONAL SHEETS _

UCC Free Search

I_-_I_nstory of Change

Herie

Copyright & 2002 Pennsylvania Department of State. All Rights Reserved.
Comrmonwealth of PA Privacy Statement

htips://www.dos.state.pa.us/ucc/uccirecsearch/Search/w(F SCurrentStatusDisplay.aspx?Stater... 7/8/2004



ATTORNEYS AT LAW

George J. Shoop, Esquire
Direct Dial Number: 610.376.6651, ext. 244
E-mail: gshoop@barley com

501 Washington Street

P.O. Box 942

Reading, PA 19603-0942

Tel 610.376.6651 Fax 610.376.5243
‘www.barley.com

May 10, 2004

Certified Articie Number
Certified Mail- Return Receipt Requested

7460 3903 984y 1090 b2L?
SENDERS RECORD

Leather US. A LLC
480 West Fifth Street
Bloomsburg, PA 17815
Attn: Mr. Bruce Carmel

Re:  Sovereign Bank

Dear Mr, Carmel:

Please be advised that this office represents Sovereign Bank. It is my understanding that
Leather U.S.A. LLC entered into a demand loan ("Loan”) in the original principal sum of
$500,000.00 with the Bank, and executed certain loan documeantation in support thereof.
Included in the loan documentation was a certain demand promissory note dated April 24, 2002.

In accordance with the provisions of said loan documentation, Sovereign Bank is hereby
demanding that the entire balance of the Loan be immediately due and payable. As of May 5,
2004, the demanded balance is itemized as follows:

Loan # 5123512042

Principal balance $500,000.00
Accrued and unpaid interest 087.50
(to and including 5/5/04)

Total

$500,687.50
Interest continues to accrue after May 5, 2004 at the rate of $62.50 per day.

Demand is hereby made upon Leather U.S.A. LLC to pay to Sovereign Bank the
aforesaid balance of $500,687.50, plus interest accruing after May 5, 2004, within twenty (20)
days of the date of this letter, and with a copy of this letter, demand for full payment is also being
made upon the sureties, Bruce Carmel and Sherry Carmel, individually. Absent payment in full,
as aforesaid, | have been authorized to proceed to exercise such legal rights and remedies as are

Barley, Snyder, Senft & Cohen, LLC
Reading * York « Lancaster - Harrisburg « Berwyn « Hanover * Chambersburg



Leather US.A.LLC
. May 10, 2004
Page 2

appropriate to effectuate the rights of my client. Sovereign Bank reserves the right to exercise its
remedies prior to the expiration of the twenty (20) day period if it deems it prudent to protect its
interests in its collateral. The Borrower and the sureties will be responsible for all costs, fees,
and expenses associated with such exercise. Your actions should be governed accordingly.

Very urs,

ge J. Shoop

GJS/dls:1271863_1.pOC
cc: Sovereign Bank, Attention, Rick Spinicei, V.P.
- Bruce Carmel, individually
Sherry Carmel, individually
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SENDER:

LUTY b2Ls

TO: Leather U.S.A. LLC
Attn: Mr. Bruce Carmel
480 West Fifth Street
Bloomsburg, PA 17815

George J. Shoop, Esquire

mm_ummmzom..ww\hmm%o_.moﬁom

P8 Form 3800, June 2000

. RETURN Postage ' 37
RECEIPT Certifiad £ -

' SERVICE ertified om. . 2.530
_ Return Receipt Fea 1.75
Restricted Dolivery

: | Total Postage & Fees 4.42

US Fostal Servica
Receipt for
Omnmzmngm:

No Insurance Coverage Provided
Do Not Use for international Mail

2 Adticls Number

AR

i L0 3901 "A44 1090 L2L7

_

3. Service Type  CERTIFIED MAIL

4. Reslricted Dalivery? (Extra Fes)

Yes

¢ 1. Arlicle Addrassed to:

Leather U.S.A. LLC
Attn; Mr. Bruce Carinel
480 West Fifth Street
Bloomsburg, PA 17815

LT T T,

8. Datg of Defivery

A _\m.mhn.zmn_ Iy Pleasa Print Clearly)
- ;

(A Aurrme kB 12/
g T N
! _H.. Agant
X \ - \\@).\le\..\J\t/lD bridres
D. Is delivery address diftarent from item 17 ] Yes
IFYES, enter delivery address below: _INo

Reference I oTratTon

SB/leatherSource

George J. Shoop, Esquire

PS Form 3811, July 2001

Domaestic Return Receipt



JUL-08-04 THU 08:45 AM  SNVEREIGN BANK FaX NO. R70327381% P.
VERIFICATION
L Q](m Iparge ( » hereby verity that L am a
\J’L(_‘i‘-_‘ Dﬂ.@ SIDENT of Sovereign Bank, (he Plaintiff in the wilhin

matter, that I am authorized to execute this Verification on its Dehalf, and that the facts set forth
in the within Complaint are true and Correct to the best of my knowledge, information and belicf.
funderstand that false statements herein are made subject 1o the penalties of 1 8 Pa. C.S. Scctlion

4904 relating to unswom falsification 1o authoritics,

pae: [ Jag (Q& \Mﬁ\ A\

1292533-)

08
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r REMITTANCE ADVICE N mc,ﬁ»,_u._..m
BARLEY, SNYDER, SENFT & COHEN 70648
128 EAST KING STREET-LANCASTER, PENNSYLVANIA 17602-2832
5. O OQ
PAY EE.IQE Lh\m‘ur..q etz {00 DOLLARS
DATE TO THE ORDER OF ! 1% : CHECK AMOUNT

2/glou O.QGJ*W«D Coaty Che P WMDOO -3 50100
Cervice Fte ..v_ BARLEY, SNYDER, SENFT & COHEN

LAW ACCOUNT
Sheel® < \¢. ,
v _uCr._.O?._ WHZ_A rﬁlk\‘ %\\%\.\H\\\a
LAMCASTER, PA y r 4
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overeign Bank

HERIFF OF COLUMBIA COUNTY  Vendor No.: SHEGOL

Check No.: 49818§1

Check Date: 08/05/2004

GROSS

DISCOUNT

NET AMOUNT GROS3 DESCOUNT | NET AMOUNT
IATE '
ATE ) VOICE # AMOUNT AMOUNT PAID DATE INVOICE # AMOUNT | AMOUNT PAID
TG4 t DEPYTY COSTIT-19 $616.00 000 £$615.00 ;
Secunty - 7f15-T/1B6/04 .- Leatherscurca
Ire
i
i
i
i
i !
: ;
|
H i
: |
i
$616.00 : $0.00 SE1E.00 \ TOTALS $616.00 $0.00 $646.00 i

overelgn
Bank

Soverelgn Bank
Accounts Payable Depanment -
Internal Mail Code: 11- -900- AP4 o

1130 Berkshire Blvd

Wyomissinig, PA 19610

Y Sts Bhndied swm m aa/zao

 THE SHERIFF OF COLUMBIA COUNTY

aD?“ COURT HOUSE -
© PO BOX 380

BLOOMSBURG P:\ 17815

"L58 189 4t

ISSUED BY TRAVELERS EXPRESS
" COMPANY, ING.

. PO.BOX 9475, M&NNEAPOLIS MN 55430 :
R DRAWEE us BANK, ST. PAUL MN '

4961'891

4y

22 1675;966 N

DRAWER: SOVEREIGN BANK

08/05/2004

\$ t*i**it616 00

L Authorizdd ignature

NWOREDAETESHOD MEDO 06 25LE 20




SHERIFF OF COLUMBIA COUNTY

PHOWE COURT HOUSE - £.0. 30X 180 24 HOUR FHONE
(37%) 15627 ALOOMSBURG, FA 17315 1570} 714300
FAK: (SP0) 783-0282
SOVEREIGN BANK Docket# 120ED2004
VS WRIT OF SEIZURE, ORDER, NOTICE OF

HEARING FOR SEIZURE OF PROPERTY,
MOTION FOR EX PARTE ISSUANCE OF
WRIT OF SEIZURE and NOTICE TO DEFEND

LEATHERSOURCE, INC,, AND
LEATHER U.S.A., LLC

AFFIDAVIT OF SERVICE

NOW, THIS THURSDAY, JULY 15, 2004, AT 3:10 PM, SERVED THE WITHIN WRI{T OF SEIZURE,
ORDER, NOTICE OF HEARING FOR SEIZURE OF PROPERTY, MOTION FOR EX PARTE
ISSUANCE OF WRIT OF SELIZURE and NOTICE TO DEFEND UPON LEATHERSQURCE,
INC., AND LEATHER US. A, LLC AT 480 WEST FIFTH ST., BLOOMSBURG BY HANDING
TO BRUCE CARMEL, OWNER, A TRUE AND ATTESTED COPY OF THE ORIGINAL WRIT AND
MADE KNOWN TO THEM THE CONTENTS THEREQF.

SO ANSWERS,

SWORN AND SUBSCRIBED BEFORE ME

THIS FRIDAY, JULY 16, 2004 ‘ _
-~ ' |
Y S Temotly T Gl
ety Jietoen X

75
)
iV

NOTARY PUBLIC TIMQTHY T. CHAMBERLAIN
/" SHERIFF
j NOTARIAL SEAL
| WENDY WESTOVER_ NOTARY PUBLIC \ _
| BLOOMSBURG, COLUMBIA CO., PA
IMY COMMISSION EXPIRES NOVEMBER 07, 2005 - 2
- i. ARTER

IEF DEPUTY SHERIFF



COLUMBIA COUNTY SHERIFF’S OFFICE
PROCESS SERVICE ORDER

OFFICER: T. CHAMBERLAIN SERVICE# 1 - OF - 1 SERVICES
DATE RECEIVED  7/9/2004 DOCKET # 120ED2004
PLAINTIFF SOVEREIGN BANK
DEFENDANT LEATHERSOURCE, INC., AND

LEATHER U.S.A,,LLC
PERSON/CORP TO SERVED PAPERS TO SERVED
LEATHERSOURCE, INC., AND LEATHER | WRIT OF SEIZURE, ORDER, NOTICE OF
US.A,LLC HEARING FOR SEIZURE OF PROPERTY,
480 WEST FIFTH ST. MOTION FOR EX PARTE ISSUANCE OF
BLOOMSBURG WRIT OF SEIZURE and NOTICE TO

DEFEND

SERVED UPON PRucs _ Cayns)

RELATIONSHIP O N 52 IDENTIFICATION
DATE #-/5-¢ TIME ;5i o MILEAGE OTHER
Race ~ Sex  Height Weight  Eyes  Hair Age Military

TYPE OF SERVICE: A. PERSONAL SERVICEATPOA  POB X POE __CCS0 __
HOUSEHOLD MEMBER: 18+ YEARS OF AGE AT POA
CORPORATION MANAGING AGENT

REGISTERED AGENT

NOT FOUND AT PLACE OF ATTEMPTED SERVICE

monNw

e

OTHER (SPECIFY)

ATTEMPTS
DATE TIME OFFICER REMARKS

DEPUTY ,Qré,&cx DATE _ Q2 -{S-¢



BARLEY SNYDER

George J. Shoop, Esquire

Shawn M. Long, Esquire

Court 1.D. No. 25367

Court L.D. No. 83774

501 Washington Street, P.O. Box 942

Reading, PA 19603 Attorneys for Plaintiff
(610) 376-6651 Sovereign Bank
SOVEREIGN BANK, COURT OF COMMON PLEAS OF

Plaintiff COLUMBIA COUNTY, PENNSYLVANIA

V. No. 2009~ CV- 793
2oy - EFp- (e

LEATHERSOURCE, INC., and
LEATHER U.S.A., L1C, ACTION IN REPLEVIN
Defendants

NOTICE OF HEARING FOR SEIZURE OF PROPERTY

TO: LeatherSource, Inc., Leather U.S.A., LLC, and

(name(s) of any other person(s) in possession of the subject property)

You are hereby notified that
(1) Plaintiff has commenced an action of replevin and has filed a Motion for Seizure
of the Property described in the Complaint. A copy of the Complaint and Motion is attached to

this Notice;

(2) There will be a hearing on this Motion on Jo I‘.(, {9 ,2004at (029 awm.

in Courtroom ¥ ! at the Columbia County Courthouse, 35 West Main Street, Bloomsburg,

Pennsylvania 17815-0380;

1292776-1



(3} You may appear in person or by lawyer at the time and place set forth or file
written objections setting forth your reasons why the property should not be seized;
{4) Your failure to appear at the hearing may result in the seizure of the property

claimed by Plaintiff before a final decision in this case.

BARLEYy‘E / /

fGe ge T. Shoop, Esqmre /
Shawn M. Long, Esquir
Attorneys for Plamtlﬁ: /9
501 Washington Strget, P.O. Box 942
Reading, PA 196
{610) 376-6651
I.D. No. 25367/
I.D. No. 83774

1292776-1



SOVEREIGN BANK, COURT OF COMMON PLEAS OF
Plaintiff | COLUMBIA COUNTY, PENNSYLVANIA

v No. pe - L/ - 743
v D SO
LEATHERSOURCE, INC., and vy ED- /o

LEATHER US.A., LLC, ACTION IN REPLEVIN
Defendants

WRIT OF SEIZURE

TO THE SHERIFF OF COLUMBIA COUNTY:

You are directed to seize the following property:

All of Defendant LeatherSource, Inc.’s inventory, chattcl paper, accounts, equipment and
general intangibles and

All of Defendant Leather U.S.A., LLC’s inventory and accounts.

If the property is found in the possession of a person not already a Defendant, you are
direcied to add the person as a Defendant, and notify the person that he or shc has been added as

a Defendant and is required to defend the action.

Date of Writ: M s 976’:92/ “*/4:44% g %C%u:./
g g Brputy

(SEAL)

Proth. & CIk. Of Sev. Courts
My Com. ¥ i "4ov Yam 2008

1292776-1



SOVEREIGN BANK, COURT OF COMMON PLEAS OF
Plaintiff COLUMBIA COUNTY, PENNSYLVANIA

v Noclo ¥ -( /- 743
- ; . ,_.. ) ) /_, - -
LEATHERSOURCE, INC., and A0 - ED - /A

LEATHER U.S.A, LLC, ACTION IN REPLEVIN
Defendants

WRIT OF SEIZURE

TO THE SHERIFF OF COLUMBIA COUNTY:

You are directed to seize the following property:

All of Defendant LeatherSource, Inc.’s inventory, chattel paper, accounts, cquipment and
general intangibles and

All of Defendant Leather U.S.A., LLC’s inventory and accounts.

If the property is found in the possession of a person not already a Defendant, you are
directed to add the person as a Defendant, and notify the person that he or she has been added as

a Defendant #nd is required to defend the action.

Date of Writ: Mj_' (/; OYCJL(( m_%m ﬁ M,L/VL{__/
7 J Beputy

(SEAL)

Proth. & Clk. Of Sev. Courts
My Com. Ex. ist Mon. Jaa 2008

1292776-1



SOVEREIGN BANK, COURT OF COMMON PLEAS OF
Plaintiff COLUMBIA COUNTY, PENNSYLVANIA

V. No. 2004—-Cv- 743
LEATHERSOURCE, INC,, and
LEATHER U.S.A., LLC, ACTION IN REPLEVIN
Defendants
ORDER

AND NOW, this C? day of %—,2004, upon consideration of

Plaintiff’s Motion for Ex Parte Issuance ofVrit oﬁeizurc, and having found that Plaintiff’s
$100,000.00 replevin bond ts adequate security and that Plaintiff has shown the probability of
success on the underlying Replevin Action,

IT IS HEREBY ORDERED that Plaintiff’s Motion for Ex Parte Issuance of Writ of
Seizure is granted and that the Prothonotary shall issue a Writ of Seizure in this matter to the
Sheriff directing the Sheriff to seize all inventory, chattel paper, accounts, equipment and general
intangibles of Defendant LeatherSource, Inc. and all inventory and accounts of Defendant
Leather U.S.A., LLC and that the Sheriff may take whatever steps are necessary, including
forcible entry to the premises located at 480 West Fifth Street, Bloomsburg, PA to cffect seizure
of such pmpeﬂy pursuant to the ert of Seizure issued in this matier. /22 czm

W by Cocttfe %MWM{@MW

BY THE COURT:

Proth. & Ct. 075 Cwm

My Com. Ex. .
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BARLEY SNYDER

George J. Shoop, Esquire

Shawn M. Long, Esquire

Court I.D. No. 25367

Court I.D. No. 83774

501 Washington Street, P.O. Box 942
Reading, PA 19603

(610) 376-6651

Attorneys for Plaintiff
Sovereign Bank

SOVEREIGN BANK,
Plaintiff
V.
LEATHERSOURCE, INC., and
LEATHER U.S.A, LLC,
Defendants

COURT OF COMMON PLEAS OF
COLUMBIA COUNTY, PENNSYLVANIA

No. L0897~ C¥- 7¢3

ACTION IN REPLEVIN

MOTION FOR EX PARTE ISSUANCE OF WRIT OF SEIZURE

Plaintiff, Sovereign Bank (“Sovereign”), pursuant to Pa. R.C.P. No. 10752, requests an
Order directing the ex parte issuance of a Writ of Seizure, with a Break and Enter Order, to effect
the Sheriff’s scizure of certain collateral presently in the possession and control of Defendants
LeatherSource, Inc. (“LeatherSource™) and Leather U.S.A., LLC (*Leather U.S.A), and in
support thereof avers the following:

I. Sovereign 1nitiated this action by Complaint sccking, among other things,
possession of certain collateral sccuring Promissory Notes executed by LeatherSource and

Leather U.S.A. in favor of Sovercign. A true and correct copy of the Complaint is attached

1292582-1



hereto as Exhibit “A” and incorporated by reference.

2. Both LeatherSource and Leather U.S.A. have a place of business at 480 West
Fifth Street, Bloomsburg, Columbia County, Pennsylvania (the “Premises™).

3. Both LeatherSource and Leather U.S.A. engage in the business of buying and
selling leather,

4. The President of both LeatherSource and Leather U.S.A. is Bruce Carmel.

5. As 1s more fully described in the Complaint, Sovereign has a perfected security
interest in all of LeatherSource’s inventory, chattel paper, accounts, equipment and general
intangibles (the “LeathcrSource Collateral™) and a perfectled security interest in all of Leather
U.S.A’s inventory and accounts (the “Leather U.S.A. Collateral”) (collectively, the
“Collateral”).

6. Upon information and belief, the LeatherSource Collateral and the Leather U.S.A.
Collateral may be intermingled at the Premises.

7. Included in the Collateral is inventory consisting of leather, which is described by
item and quantity by square footage in a June 4, 2004 inventory report provided by
LeatherSource and/or Leather U.S.A. (the “Inventory Report”). A true and correct copy of the
Inventory Report is attached hereto as Exhibit “B” and incorporated by reference.

3. The current estimated fair market wholesale value of the Collateral 15 $50,060.00.

9. As is more fully described in the Complaint, LeatherSource and Leather UJ.S.A.

defaulted under Promissory Notes {the “Notes”™) by failing to make payments immediately upon

demand by Sovereign.
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10. As is more fully described in the Complaint, Sovercign is entitled to immediate
possession of the Collateral as a result of the defaults by LeatherSource and Leather U.S.A.
undcr the Notes.

11.  Asofluly 1, 2004, the total amount of principal and interest owed under the
Notes is $1,396,897.10, which includes $894,456.18 owed by LeatherSource and $502,440.97
owed by Leather U.S.A..

12. Despite Sovereign’s demands, LeatherSource and Leather U.S.A. have failed and
refused to pay to Sovereign the amounts owed under the Notes.

13. Upon information and belief, LeatherSource and/or Leather U.S.A. have, over the
past several months, sold, transferred or otherwise disposed of the Collateral, without accounting
for such sales, transfers or disposals.

14. Specifically, LeatherSource and/or Leather U.S.A. have not accounted for the
reduction in inventory from 212,465 square feet of hides as of December 31, 2003 to 143,686
square feet of hides as of June 4, 2004 and have not accounted for the proceeds that should have
accrued from any sale of such inventory.

15.  Upen information and belief, LeatherSource operates additional places of
business in Mexico, The Dominican Republic and China, as evidenced by LeatherSource’s
website, a true and correct copy of which is attached hercto as Exhibit “C” and incorporated
herein by reference.

16. If the remaining Collateral remains in the possession and control of

LeatherSource and/or Leather U.S.A. while this action is pending, Sovereign will be irreparably
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harmed as LeatherSource and/or Leather U.S.A. will likely dispose of, conceal, encumber and/or
damage the Collateral or remove the Collateral from Columbia County, Pennsylvania.

17. Sovereign has elected to present this Motion ex parte pursuant to Pa. R.C.P. No.
1075.2 because Sovercign believes and therefore avers that, if LeatherSource and/or Leather
U.S.A. are given notice prior to seizure of the Collateral, they are likely to dispose of, conceal,
encumber, and/or damage the Collateral or remove the Collateral from Columbia County,
Pennsylvania.

18. With this Court’s approval, Sovercign will immediately post a replevin bond in
this matter in the amount of $100,000.00, which represents twice the estimated value of the
Collateral as required by Pa. R.C.P. Nos. 1075.2 and 1075.3. A true and correct copy of such
replevin bond is attached hereto as Exhibit “D” and incorporated by reference.

19. Sovereign believes and therefore avers that, unless the Sheriff is allowed
immediate access to the Collateral through this Court’s Order, LeatherSource and/or Leather
U.S.A. will have an opportunity, and are likely to, dispose of, conceal, encumber and/or damage
the Collateral or remove the Collateral from Columbia County, Pennsylvania.

20. Soveretgn therefore requests that this Court grant this Motion, direct the Sheriff to
serve the Writ of Seizure, and include in its Order a Break and Enter Order directing the Sheriff
to takc whatever steps are necessary, including forcible entry to the Premises, to effect seizure of
the Collateral,

WHEREFORE, Plaintiff, Sovereign Bank, respectfully requests that this Court grant its

Motion {or Ex Parie Issuance of Writ of Seizure, and issue an Order in the form of the attached
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proposed Order, directing that the Prothonotary shall issue the Writ of Seizure directing the
Sheriff (o seize the Collateral and directing that the Sheriff is permitted to take whatever steps

are necessary, including forcible entry to the Premises to effect seizure of the Collateral.

Géorgt J. Shoop, Esquife’
Shawn M. Long, Esqujfe
Attomeys for Plainti
501 Washington Street, P.O. Box 942
Reading, PA 19603
(610) 376-6651
I.D. No. 25367
LD. No. 83774
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BARILLEY SNYDER

George J. Shoop, Esquire

Shawn M. Long, Esquire

Court LD. No. 25367

Court LD. No. 83774

501 Washington Street, P.O. Box 942
Reading, PA 19603

Attorneys for Plaintiff

(610) 376-6651 Sovereign Bank
SOVEREIGN BANK, COURT OF COMMON PLEAS QF
Plaintiff COLUMBIA COUNTY, PENNSYLVANIA
V. No.
LEATHERSOURCE, INC., and
LEATHER US A, LLC, ACTION IN REPLEVIN
Defendants

NOTICE TO DEFEND
Pursuant to PA RCP No. 1018.1

YOU HAVE BEEN SUED IN COURT. If you wish to defend against the claims set forth in the following
pages, you must take action within twenty (20) days after this Complaint and Notice are served, by entering a
written appcarance personally or by attorney and filing in writing with the Court your defenses or objections to the
claims set forth against you. You are warned that if you fail to do so the case may proceed without you and a
Jjudgment may be entered against you by the Court without further notice to you for any money claimed in the
Complaint or for any other claim or relief requested by Plaintiff{s). You may lose moncy or property or other rights

important to you.

YOU SHOULD TAKE THIS PAPER TO YOUR LAWYER AT ONCE. IF YOU DO NOT HAVE A
LAWYER, GO TO OR TELEPHONE THE OFFICE SET FORTH BELOW. THIS OFFICE CAN PROVIDE YOU
WITH INFORMATION ABOUT HIRING A LAWYER.

IF YOU CANNOT AFFORD TO HIRE A LAWYER, THIS OFFICE MAY BE ABLE TO PROVIDE
YOU WITH INFORMATION ABOUT AGENCIES THAT MAY OFFER LEGAL SERVICES TO ELIGIBLE

PERSONS AT A REDUCED FEE OR NO FEE.

Pennsylvania Lawyer Referral Service
Pennsylvania Bar Association

P.O. Box 186

Harrisburg, PA 17108

(717 692-7375

Susquehanna Valley Legal Services
168 East Fifth Street

Bloomsburg, PA 17815

(717) 784-8760

Effective September 1, 2003
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BARLEY SNYDER

George J. Shoop, Esquire

Shawn M. Long, Esquire

Court 1.D. Ne. 25367

Court L.D. No. 83774

501 Washington Street, P.O. Box 942
Reading, PA 19603

Attorneys for Plaintiff

(610) 376-6651 Savereign Bank
SOVEREIGN BANK, COURT OF COMMON PLEAS OF
Plaintiff | COLUMBIA COUNTY, PENNSYLVANIA
v. No.
LEATHERSQURCE, INC., and
LEATHER U.S.A., LLC, ACTION IN REPLEVIN
Defendants
COMPLAINT

1. Plaintiff, Sovereign Bank (“Sovereign”), is a federal savings bank, with an

address of 601 Penn Street, Reading, Berks County, Pennsylvania.

2. Defendant, LeatherSource, Inc. (“LeatherSource™), is a Pennsylvania corporation,

with an address of 480 West Fifth Street, Bloomsburg, Columbia County, Pennsylvania.

3. Defendant, Leather U.S.A., LLC (“Leather U.S5.A), is a Pennsylvania limited

liability company, with an address of 480 West Fifth Strect, Bloomsburg, Columbia County,

Pennsylvania.

4. Both LeatherSource and Leather U.S.A. have a place of business at 480 West

Fifth Street, Bloomsburg, Columbia County, Pennsylvania.
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5. Both LeatherSource and Leather U.S.A. cngage in the business of buying and
sclling leather.

6. The President of both LeatherSource and Leather U.S.A. is Bruce Carmel.

7. LeatherSource executed and delivered to Soversign a Promissory Notc in favor of
Sovereign dated March 23, 2001 in the original principal amount of $750,000.00, a Promissory
Note Addendum One dated March 23, 2001, and a Note Modification Agreement dated August
12, 2002 increasing the principal amount of such Promissory Note to $900,000.00 (colicctively,
the “LeatherSource Note”). A truc and correct copy of the LeatherSource Note is attached hereto
as Exhibit “A” and incorporated herein by reference.

8. Under the LeatherSource Note, the unpaid principal balance and all accrued
unpaid inferest is payable immediately upon Sovereign’s demand.

9. All of LeatherSource’s indebtedness to Sovereign including, but not limited to,
the indebtedness under the LeatherSource Note is secured by a Commercial Sccurity Agreement
(the “LeatherSource Security Agreement”) which grants Sovereign a security interest in all of
LeatherSource’s inventory, chattel paper, accounts, equipment and general intangibles (the
“LeatherSource Collateral”). A true and correct copy of the LeatherSource Security Agreemeni
is attached hereto as Exhibit “B* and incorporated herein by reference.

10. Sovereign’s perfected security interest in the LeatherSource Collateral is
evidenced by a U.C.C. filing with the Commonwealth of Pennsylvania, a copy of which is

attached hereto as Exhibit “C” and incorporated herein by reference.

11. By leiter dated May 10, 2004, Sovereign demanded LeatherSource’s payment of
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the entire balance of the LeatherSource Note in the amount of $891,335.00, which included the
principal balance of $890,000.00 and accrued and unpaid interest of $1,335.00. A true and
cotrect copy of Sovercign’s May 10, 2004 demand letter is attached hereto as Exhibit “D” and
incorporated herein by reference.

12.  Despite Sovereign’s demand and despite the terms and conditions of the
LeatherSource Note, LeatherSource has failed to pay Sovereign the balance of the LeatherSource
Note.

13. The balance duc and owing on the LeatherSource Note, as of July 1, 2004, is
$894,456.18, which includes a principal balance of $890,000.00 and accrued and unpaid interest
0f $4,456.18.

i4. LeathcrSource’s failure to pay Sovercign the balance of the LeatherSource Note
constitutes a default under the LeatherSource Note.

15. As a result of LeatherSource’s default under the LeatherSource Note, Sovereign is
entitled to immediate possession of the LeatherSource Collateral.

16. Leather U.5.A. executed and delivered to Sovereign a Promissory Note in favor
of Sovereign dated April 24, 2002 in the original principal amount of $500,000.00 (the “Leather
U.S.A. Note™). A true and correct copy of the Leather U.S.A. Note is attached hercto as Exhibit
“E” and incorporated herein by reference.

17.  Under the Leather U.S.A. Note, the unpaid principal balance and all accrucd

unpaid interest is payable immediately upon Sovereign’s demand.

18 All of Leather U.S.A’s indebtedness to Sovereign including, but not limited to,
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the indebtedness under the Leather U.S.A. Note is secured by a Commercial Security Agreement
(the “Leather U.S.A. Security Agreement”) which grants Sovereign a security interest in all of
Leather U.S.A.’s inventory and accounts (the “Leather U.S.A. Collateral™). A true and correct
copy of the Leather U.S_A. Security Agreement is attached hereto as Exhibit “F” and

incorporated herein by reference.

19. Sovereign’s perfected security interest in the Leather U.S.A. Collateral is
evidenced by a U.C.C. filing with the Commonwecalth of Pennsylvania, a copy of which is
attached hereto as Exhibit “G™ and incorporated herein by reference.

20. By letter dated May 10, 2004, Sovereign demanded Leather U.S.A.’s payment of
the entire balance of the Leather U.S.A. Note in the amount of $500,687.50, which included the
principal balance of $500,000.00 and accrued and unpaid interest of $687.50. A true and correct
copy of Sovereign’s May 10, 2004 demand letter is attached hereto as Exhibit “H” and
mcorporated herein by reference.

21. Despite Sovereign’s demand and despite the terms and conditions of the Leather
U.S.A. Note, Leather U.S.A. has failed to pay Sovereign the balance of the Leather U.S.A. Note.

22. The balance due and owing on the Leather U.S.A. Note, as of July 1, 2004, is
$502,440.97, which includes a principal balance of $500,000.00 and accrued and unpaid interest

of $2,440.97.

23, Leather U.S.A.’s failure to pay Sovereign the balance of the I.eather U.S.A. Note

constitutes a default under the Leather U.S.A. Notc,

24. As a result of Leather (J.S.A’s default under the Leather U.S.A. Note, Sovereign
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s entitled to immediate possession of the Leather U.S.A. Collateral.
25.  Upon information and belief, the present fair market wholesale value of the
LeatherSource Collateral and the Leather U.S.A. Collateral (collectively, the “Collateral™) is

approximately $50,000.00.

26. Upon information and belief, LeatheérSource and Leather U.S.A. have possession

and control of the Collateral at 480 West Fifth Street, Bloomsburg, Columbia County,

Pennsylvania.

WHEREFORE, Plainiiff, Sovereign Bank, demands judgment in replevin in its favor and
against Defendants, LeatherSource, Inc. and Leather U.S.A., LLC, for posscssion of the
Collateral, plus costs, special damages thercon in an amount to be determined, reasonable

altorneys’ fees, and such other relief as this Court deems just.

. SW

jﬁop, Esqulre
Sha . Long, Esquire
Attorneys for Plaintiff
501 Washington Stre
Reading, PA 1960
(610) 376-6651
LD. No. 25367
LD. No. 83774

.0. Box 942
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- S PROMISSORY NOTE
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ANy paiticular toan or ftem,

Borrower: LeatherSaurca, inc. (TIN: 23-2562902) Lender: Saversign Bank
480 Wes{ Fifih Streat Lewlsburg Otfice
Bloomsburg, PA 17315 239 Markef Street
lLewisburg, PA 17837
Initial Rate: 8.500% Date of Note: March 23, 2001

Principal Amount: $750,000.00
Inc. ("Borrower®) premises to pay 1o Sovereign Bank {"Lender*}, ar order, In lawful money af the Unlteg
| of Seven Hundred Fifty Thousand & 00/100 Dolfars {$750,000.00) or o much as may he
4l balance of each advance, Interest shalf b colculated from the date of

FROMISE TO pAy. Le2therSource,
Stales of America, on demand, tha principal amoun
ouistanding, together with Interest on the Unpaid ouislanding princip
each advance unlil repayment of each advance,
PAYMENT, Borrower Will pay this foan immediately upon Lender's demand. in addilion, Borrower wiil pay regitar monthly payments of all
acerued unpafd infeses! due as of each paymeni dale, beginning April 23, 2001, with all Subsequent Inferest payments to be due on the same
day of cach monih afler that. Tha annual inlarest rata for this Nole is computad on o 365/360 basis; that 3, by spplying the ralio of lhe anpuat infores|
ko over a year of 350 days, mulfipliad by the outstanding prncipal balance, mulliplled by tho achual fumbor of days the principal balance js
oulstanding. Bomower will pay Lander at Lander's address shown above or al such alher Rlace as Lendar may designata In wriling. Unfess otherwise
agreed or required by applicable law, paymenis will ba applied frst lo acerued unpaid inlerest, then to principal, and any ramaining amount 1o any
inpald collection cosls and jale charges,

' VARIABLE INTEREST RATE. The Interest rate on this Nole is subjoct lo change from times 16 e bagad on changes in an index which is Lendar's

i the iy corporats customors,

Frimea Rato (the indax”). This Is tho rale Londer charges, or would chargs, on 90-day tnsecured loans ta most cradilwor
] i given lime. Lander wif tell Borrawor the current Index rata upon Borower's

each DAY. The Index curre
rale of 0,500 percenlage poinis over {he Index, rasulllng in an Iniifal rate of 8.500% per anqum. NOTT

rato en this Nale ba mora than ihe maximum rats aflowad by applicable lqw.
PREPAYMENT. Borowsr may pay without penally ait or a porlion of tha amount owed earlier than it e duo. Early payments will not, unless agreed lo
by Lender in wriling, refieve Borrowor of Borrower's obflgation 19 continue tg Make payments of aceryed unpaid Inlarasl. Ralher, they wil modyce tha
principai balance dup, :

LATE CHARGE. ifa regulary schadulad interect paymont Is 10 days or more lale, Borrower will bo charged 5.000% of the unpald porlion of the
regularly scheduled paymenti or $25.00, whichever Is greater. [f Londor demands payment of this loan, and Borrowgr daas nat pay the laan wilthin
10 days orter Lenders demand, Borrower also will be charged either 5.000% of the unpaid portion of lhe sum of the unpald principal plus -
accryed unpald intarest or $25.00, whichever Ia greater.
DEFAULT, Bowowsr wil be in defaull if any af the folfowing happans: {a} Borrower falls to make any payment whan dye, (b) Borrower breaks any
promize Borrowor has mada to Lander, or Bomawer fails la comply with or 1o perform whon due any othar {erm, obligalian, covenanl, or condition
conlained in ihis Nole of any agreement refalod o this Nole, or in any olher agreemont or foan Borrower has with Lendor, {c] Borrowar defaulls undar
any loan, extenslon of tredil, securily agreoment, purchase or s.a_lips agruament-. or any olher agreement, In favor of any ather cradilor or persan {hat

CE: Undor no cireumstancas wit the interast

ar's properly on or in which Lender has g ler or securly Inlores!. This
io= ar any of the olher Bvents describad in thig dolault soclign
in Borrowar's finaneial eondilion, or Lender belioves [ho

lection servicas, Jf nef
If judgment is entarad in connaction
A this Nato after judgment a1 tho Inlerest rale appficabia to this Nota at the fime Judgmen| is anlerad.
eted la Lender and accepted by Lender In the Commonweallh of Pennsylvanta. If there Is a8 lawsuit, Borrower agrees
jurisdislion of the colrls of Unlon County, the Commonwealini of Pennsylvanta. This Nole shajl be

Roverned by and construed i Becardance with the taws of the Cominonwealth of Pennsylvania,

RIGHT OF SETOFF. Bamawer grants (o Lender a8 conftaclual security inlerest In, and hereby assigns, conveys, delivers, pladges, and fransfors 1o
13ndar all Borrowar's fight, tile and Inlerest In and te, Borrawer's Accounts with Lender (whother chacking, savings, or semo other accouni), Including
without imitalion it accounts hald Jointly with semeana @lse and all acgounts Aorrewer may opan In the futura, exciuding however ali IRA and Kaogh
=ocotnls, and afl Yrus fccounis for which tho grant of a securily Interest would be prahibitod by law. Borrowar atthorizes Lendor, io tha exlant
nermilled by applicabla law, te chargs or ssioff gl SUm& awing on {his Note agaipst any and afl stich accounls,

COLLATERAL. This Nola is spcurad by LCC’s filed wilh tho Sacretary of the Commonwaalih of Pan)
Clerk’s office wilh a flan on businass assals of 1he Barrower; Assl
Quaranties of Bruge Cormel and Sherry Garmel; Cross—Coltaleralizod and Cross-Dafautiod with exdsling loans.

LINE OF CREDIT, This Noto ovidencas g revaiving fine of crodi, Advances under this Nols may be roquasicd orally by Borrawer or by an qlthorized
persen. Lander may, bu! nead nol, rogidre that all aral raquests be confirmed In wiiting, Al comnlunlcations, Instructions, er diractions by talephona or
olferwise to { ender gre to be direcled lo Lender's office shown ahove. The toilowing pady or parkies are aulhorized to roquest advancas undor the ling
of cradil unlit Lendar feceivas rom Bovrowar gl Lender's addross shown abova writlan notice of ravocation of (hair awfhorily:  Bruce Carmel,
Presiden), Bomower agrees to ba fiable for all sums oither (a) advanced in accordanca with tho Instruclions of an aulhorized person or {b) credited
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03423-2001 - PROMISSORY NOTE Page 2
’ ' (Continued)

' Loan No

L i

THIS NOTE HAS AN ARNUAL 30 DAY CONSECUTIVE CLEAN Up PERIOD. itis g fequiremant of
«  balance for thirly (303 canseculive daysg during each Iwalve (12) manth pariod follawing Lhe ciosin

REQUEST FOR FIRANCIALS. Borrowsr and Guarantor(s) agree lo Frovida signad financial slalements and fax relurnis 0n an anpual basis. Failure 1o
. Provide updaled financiat slatoments and lax ratyrns shafl be considered gs a dolaylt of tha Nols,
¥ COVENANTS AND CONDITIONS, B
. [lless than 8p days past involco daleja
‘ Bormawer will provide g sopy of their FYE sfaternonts on a
+ Borrowor will provide a capy of their corporsta federat inc

Bprrowor wif provide company preparad financlal statements. QuaRiepryy

Borrowaor wiil provide & accounls recotvable aging on a qualerly basis,

Bruge Carmet witt provide tho bank with $750M In fa insurance assigned 1o tha Bank.

the Note that the Line of Credi mainlalng a zarg
g dale. .

oma lax roftvn on an annyal basls,

ms of ihis Note, anc) unlass olharwisa eXprossly sialed in Wriling, no parly who

signs this Nolp, whsthor as maker, guaranior, accommedation maker or endorser, shall bo refeasad from liability, Aff Such parties agreg that Lendar
may renaw or extond {repealedly and for any langf lex any party or guarantor gr collalaral; or Impair, fail ko fealize upon or
- perlagl Lendey's seeurily Interest In tha callateral; and 1ake any other actian desmed nacassary by Lender without the cansanl of or nofice ig anyona.
consanl of or nolice g anyone other than the Parly wilh wham Iho modificalion

Alt sueh parlles glsg agres that Lendar may modify this Inan wilthouf tha
s mada. ¢ any porlion of this Nota s for any roason delarminad fo be Unenforceable, i will not affocd tho enforceability of any other provisions of fhis -
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03+23-2001 - PROMISSORY NOTE Page 2

" Loan No : ' {Continued)

PRIOR TO SIGNING THIS NOTE, BORROWER?EAD AND UNBERSTOOD ALL THE FROVISIONS OF THIS NOTE, lNCLUDlhi;i THE VARIABLE
INTEREST :iATE PROVISIONS, BORROWER AGREES Ta THE TERMS OF THE NOTE AND ACKNOWLEDGES RECEIPT OF A COMPLETED
OTE.,

COFPY OF THE N
THIS NOTE HAS BEEN SIGNED AND SEALED BY THE UNDERSIGNED,

BORROWER:

( Corporate Seal ]

LENDER:
- Sovera]

thorized Ctticar ’ }/

Virkia Agle. Ling or Gradlt, LASCAPAOD, Reg U5 Fal & T I, Vor. 2,200 (25 Concenirex 206§ AllIghis reserve g, (PA-D206F3 204 Faops LEATHEA.LN G 1.OVL}
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PROMISSORY NOTE
ADDENDUM ONE

FAX NO. ~703273815

V5C, 02 Lo ¢F CpetrT ﬁbyﬂ//
st

SECTION DATID -3~

COLLATERAL

The last periad " js replaced with a semicoton (:) and the following text is added — or in place of

the Kay-Man fife insurance policy, the Surety may assign a p

VN/O Bruce Garme} VA $750,000.00,

SECTION
THIS NOTE HAS AN ANNUAL 30 DAY CLEAN UP PERIOD

This section is deleted in its entirety,
SECTION
COVENANTS AND CONDITIONS

Sentence 4

ersonal life insurance policy

Insart the word “quarterly” between the words “Borrower wiif provide™ and ‘company prepared

financial statements”,

Sentence 7

The sentence " Leather USA, LLC will provide a copy of thejr federal income tax returmn on an
annual basis." is deleted in its entiraty,

{ Corporate Sea} )

[}
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®"

Leay heeSaurce, Ine,
000051166010- 18/34

NQTE MODIFICATION AGREEMENT

This Agreament made this l '}’day of August, 2002 by and between LeatherSource, Inc., having
an address of 480 West Fiftt: Street, Bloomsburg, PA 17815 {the “Borrawer") and Sovereign
Bank, having an address of 239 Market Street, Lewisburg, PA 17837 (the “Lender”).

Whereas, on March 23, 2301, the Borrower obtajned from Lender g Line of Credit
evidenced by a Promissory Nate in the sum of Seven Hundred Fifty Thousand angd 00/100 Doliars
($?’50,000.00) {the “Original Amount’) bearing the same date {the “Note"), The Nate has gz
maturity date duc ang payable on Demand (the “Maturity Date™): and

Whereas, it Is Mmutually beneficial and agreeable fo the Borrower and Lender that the
Note be madified.

Now Thercfare, in cansideration of the mutual benelits inuring to Borrower and Lender
and olher good and valuable consideration, {ha recaipt and sufficiency of which are herehy
acknowledged ang intending to be legallty bound hereby, it is agreed that the Note s hereby

modified as described below.

1 Upon execution of this agreement the amouat of the Note shafl be increased fo

Nine Hundrog Thouasand and 00/100 Dolfars (5900.000.00).

2. The Guarantor acknowledges ang consents to the Borrower's cxecution and
delivery of this Note Maodification Agreement and hereby ratity and affirm the actions taken
affirms that as of the date herein the obligations and lability of the

thereln. The Guarantor
Guarantors under the Guaranty femains absolute, unconditional and j

. The undersigned hereby confirms and
off which could effect the enforceability

of the Note and all other l.oan Documents and hereby reaffirm the vaiidity of the Note and ai

In Witness hereof, tha partics hereto have herounto set their hands and seat this Qﬂay
of August, 2002

LENDER;
Sovereiga.Bank

By:—i%g;ﬁ/ %

Dennis Martz, Vice Prefsider}(
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LeatherSource, Inc,
000051166010-18/34

BORROWER:

LoatherSourng, Inc. /
By'é/ Q/A«/

Brude Carmel, President 7

WITNESS BY ALL: PERSONAL GUARANT. :

Bruco Carmel

snoWQéIf::; 4&““‘( o
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R R TS o P g

R o T e g
g':'&rtl‘-" w Sty it k3 . A Rl A ""--y.- o q;i' B g TR T N )
- , P A Y P o iy Lol E NI w e P :.-66900 Y

imit tha applicabiifly of {hls docymant to any parlicufar loan or ilom,

Borrower: LeatherSource, Inc. (TIN: 23-2562902) Lender; Soverelgn Bank
480 West Fifth Straet Lewishurg Office
Bloomsbury, PA 17815 238 Markel Sireo]
Lewisburg, PA 17337

enfered inlo belween LeatherSaurce, ing. (referred fo below as “Grantor"); anc Soverelgn
fe consideration, Granior granls lo Lender a securlly Intarest in the Coltatera! (o secyse the
with respect to the Collaleral, in addifion o all other

THIS COMMERCIAL SECURITY AGREEMENT is

Bark (referrad to below as "Lender). Far valuab
indebtedness and agrees that Lender shall have ihe righls staled in this Agreement

rights which Lender may hava by law,
DEFINITIONS. The following words shall have the following meanings when usad In {hiz
shall have tha meanings altribuled to such terms in tha Uniferm Commaercial Gode, Al reforences to dollay amounls sh
money of the Unjted Slates pf Amarica,

Agreeman!. The word “Agrecment” maans this Commarcial Sccudly Agreement, as this Commierciaf Secuily Agreemeant may be amondead or
modified from ime 1o tma, together with ai exhibils and schodulas allached io this Commercial Secutity Agreement fgm lime to §me,

Collaleral, The word "Collatoral" means the following deseribad propsily of Grantor, whather now ownod or hereafier acquirsd, whother now
8xisling o horeafler arising, gnd wheraver locatad:

All lnverlory, chaljer Paper, accounts, equlpmenf and general Infangibles
- In addilion, the word "Collataral™ inctudes all the fallawing, whelher now ownad or hereaitar acquired, whether now existing or heraafiar arislng,
and whergvaor logalad:
{a) All aftachmenis, accessions,
any propery described above,
) Al producis and Produca of any of (he properly describaed in this Collziaral soction,

(€) All accounls, ganeral intangiblas, instruments, ranls, monles, paymorts, and gl aliar rights,
disposition of any of {he properly daseribed in This Callatorat saclion.
{d) Al praceads Onciuding Insurance praceads) irom tha salg, dasirtiction, loss, or othar disposition of any of lha Aroporty dasaribed in this

Colfateral soction,

{e) All records and dala relating to any of the proparly deseribed in Inl
microfitm, microliche, or elecironic media, togathar with all of Grantor's right, titfa,
utitize, croats, main laln, and procass any such records or data on eleclronic madia.

Event of Defaull. The wortls “Evanl of Daluylf mean and include withou! ¥mitation any of the Evanls of &
litted *Events of Dafagit”

Granlor. The word *Grardor" means Lea therSauree, lac,, is Slccessors and assigns

Guaranlor, The word "Guaranio® means and Includos wifkaut limitation each and all of the guarantors, surelies, and accommadation partios In
canneglion with tha Indeblodness,

Indebledness. The word "Indeblednass”
olher Indeblodnass and cosls and expenscas for which Granler ig rasponsible u
addllion, (he word "Indeblednaszs® Ineludes all othar obliigations, debls and liabllilles, plus intorest theregn, of Granler, or any ona or more of

tham, to Lender, as well as all ¢laims by Lendor agains! Granior, or any dna of mora of them, whalher axlsling now or laler; whethor {Hey are
voltnlary or tnvolunlary, due or pal due, direct or {ndiract, absalyl nlingant, fiquidaled or unliguidated; whether Granler may be fabig
lndeually or feinfly with others; whether Graror may be obligaled as uarantar, surely, accommadalion party or otherwise; whather recovary
upan such Indeblednons may ba or hareaitor may bacoma har ANV slalide of limilations: and whelher such indablednass may be or

%)

hereaftor may beqome alherwise uncnforgeable, (Inital Hera =7 A4 (5 X
Lender, Tha word Lendar maans Severaign Bank, il SuCcesshrs and assigns.

Netz. Tho word "Nalg® maans the nota or gredil agreament dated Margh 23, 2001, in tha princi
In¢. 1o Lander, togathor wilk all renowals of, exiensions of, modificalions ok rofinancings of, consolidations of and §
Credit agreemanit,
Related Documents, The words "Holaled Documents” moan and include withoul limitation all promissory neles, crodi agroements, loan
agracmanls, onvironmantal ageaemanls, guzraniies, sacyrily agresmants, morlgagas, deads of fust, and al olher ingltuments, agreements ang
documents, whalher now or heroaftar exisling, exacutag In Connaciion with the indebitedness.
RIGHT OF SETOFF. Granlor haraby granls Leader a contraciual securily Intarast in and hareby assigns, convays, deflvers, pledgas, and transfars ait
of Grantor's tight, Glle and Interast in and {o Grantor's accounts with Lendar (whathier checking, savings, of some olher accounty. including af
accounts held jointly with Someane else and afl accounis Granior may open In the future, excluding, hawevar, all IRA and Keogh accounls, ang ap
trist accounts for which the grant of g socurity Inlerest would ba prohibitad by law, Granlor authosizes Lander, Lo the exiznt permilied by applicahle
law, lo charge or seloff af Indeblodnass against any and alf such accounis.

OBLIGATIONS OF GRANTOR. Grantar warranls and covenanls 1o Lender a5 follows:

Parfeclion of Securily Interess. Giranlor agrees to exacufe such financing statemants and fo lake whalaver other sclions aro requesied by
Lendor lo porfact and conlinua Lendar's sacurily interest in the Collateral. Upan faquest of Lander, Grantor wil) deliver to Lander any and all of
the desumenis evidancing or Conslituling the Collalaral, and Granlor will nete Lander's inlarest Upon any and al chatlel paper it not dolivered 1o
Leader for possesston by Lendar. Grantor haraby irrevocably aulharizas Lender 1o axecutls Any documanis necessary to porfact or 1o conlinue
the securly intorast granled in this Agreemant, Lander may at any lima, and without furthar aulherizalion from Granlor, filo g carbon,
phelagraphic or other feproduction of any fingncing stalement or of this Agreemsni for uso as g financing slateman!. Granlor wil roimburse
Lender for git exponses far te porfecilon and tho eontinustion of the parfsclion of Lender's securily inlerest in Tha Collateral. Grantor orompliy

Agreoment. Terms not othernwise definnd in (his Agrecment
all moan amounts In lawfut

accassorios, loots, pars, supplies, Increases, and addilions 1o and af replacemenis of and subslitulions far

8riging oul of a sale, foase, or glher

s Collateral seckon, whather in {he form of g writing, phologmph,
ard Interest In and 1o ajl compuler seflwars requirad 1o

efaull sel forlh bolow in the soction

tnaans the indeblcdness avidencod by tha Naota, including ai principatl and inlerest, fogother wilh all
ndar s Agroement or undar any of the Folaled Dgeumanis, In

pel amount of $750,000.00 from LaatherSourco,
ubstituliors for the notg or
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Will nolify Lender bofore any change in Grantor's name Incitiding any changa lo the assumed business namoz of Granlor. Thisls a continuing
Securily Agreemen! and wilf conlinue in effect syen though ali or any part of Ihe Indebledness s paid in fult and even though for a

perlod of time Grantor fay not be Indebted fo Lopidar,

any
accou reprosanling an undisputed, bona

inslructions of theratofore shipped or de pursuand fo a contract of sals, or for services tharstofore performed by Granlor with or for tho
account doblor, thora shan be no selofts or totinlerclaims i i

discounls may be claimed shall hava been made with the acoolnt deblor excepl thosa disolasad to Lander in writing.

Location of the Collateral. Granior, upen rogu
and Collateral locgiions relaling fo Granlor's oporgiicns, including withayf fimitation tha following:
by Grantog (b} ali roar Properly being renled or leasad by Grantor; () &ll storage facililios ownaed, tenlad, (easad A
() off other properlies whara Collalaral s or may ba localad, Exzepl in fhe ordinary course of jts business, Geanlor shsl nof remove tha
Collateral fram {is axisling locafions wilhayt the priar wifiten congant of Lender,

Removal of Colialerar, Granior shall keep the Coltateral (or to the oxient the Collaleral cansisis of Intangibla praperly such ag acqounfs, {he
recards concorning tha Coliatoval) at Grantor's addrgss shown abave, o gt such alher locations as are accoptablo 1o {ender, Except in the
ordinary course of ils businass, tncluding tha Sales of invenlory, Granlor shall nof remove the Callaterat lrom fis existing lecations without iha prior
writlen consent of Lander, Ta tha axtent that tha Cellatona) consisls of vehicles, or ather litlad praoperty, Grantor shall pot lake or permit any
aclion which would roquire applicalion for cerdificales of flile for tha vehicles oulslda the Commenweaith of Pennsylvania, withagt tho prior wrilien

Cconszont of Londer,
Transactions Involving Colfatera, Except tor Invantory sold or accounls ealleclad [ the ordinary course of Granlor's businass, Grantar sha)
not salt, offor i sall, or clharwise fransfar or disposa of tha Caollataral, While Granlor Is not in defautt undar ihis Agreamant, Granjor may sell
Invanlory, byl arly in the ordinary colrse of s business ang only to buyers who Qudiify 4s a buyor in the ordinary course gf buslness. A sala In
tho ordinary courca of Granlor's businass does act ncluda g {ransfer in pariial or fotg) salisfaction of 4 dabt or ity bulk sale. Geantor shalt not
I8 pledge, morlgage, encumber or otharwisa pormil the Colfateraf to ba subjoct
» security Inerosl provided far in this Agreemant, wilhout ho prior writlen can
ta the securily intaresis granled under ihis Agreoment. Urfess walved by Lendar,
reason} shell be held in fryst for Lender and shaf nal ba commingled wiih ay other funds; provide

constiltda consent by Lender to any sale or olher dispositian. Upon fecaipl, Granior shall lemedialoly daf

Tifle, Granior represonits ard warranis fo Landar ihat | holds good and marketable ilfe to tha Coflaters!, free and cloar of all Jons ang
ancumbrances axcept for tha lian of this Agraament, Ng financlng slatemont covering any of tha Colateral i on fila in any public offica alher
than those which roflact tha securily Interast creatad by this Agreement ar (o which Lender hag spacifically consenled, Granfor shall defond
Lendai’s rights (n (ho Collatoral against (he clalms and demands of ail olher persans.

Collateral Schedules and Localions, As oflen as Lendar shail require, and insofar as (ha Collateral congiste of accounts and generai
Intangiblas, Granfor shall deliver g Lander schadulos of such Coliateral, including such information as Leadar may require, including withaul
Imitallon names and addresses of fccaunt deblors and agings of accounls and ganeral intangibles. {nsofar as the Collateral consists of
fvanlory and aquipment, Grantor shal deliver ta Landar, as aften as Landor shan ragifire, such listz, descriplions, and designations of such
Collateral as Lender may raqulre lo [dentify the nalure, axlent, and localion of such Collalcral, Such informalion shall be submilled for Grantor
and each of lis subsidiarios or relaled companias.

Malntenance ang tnspeciion of Coflateral, Granlor shall maintain gi langitla Coltaterat in good condilon and repair.  Granfor wil not commil
or pormil damage to or doslruclion of the Collateral or any part of tha Geflatora, Lender and jis deslgnated rapresentatives and agents chajl
hova the rght al alf redasanable times Io axamins, Inspoct, and audl] tha Collalaral wherever localad, Grantar shalf Immediately nalify Londer of
fan, foss or damage of or lo any Collaleral; of any request for eredit or adjustmon! or of any

afl casos involving tha ralurm, refection, repassess
other dispute arislag with rospact io the Collaterat; ang genecally of all happenings and evenis affecting the Collatergl or fhe value or the amount

of tha Callataral,

Taxes, Assessments and Uens. Grantor wil pay when dua afl taxes,
Agreament, upon any promiszory nota er nolas evidencing the Indeblodness, or up
withhold any such Payment or may elagl 1o cordest any kon If Granfor is In goad faith condugling an appropriale proceeding 1o conles! the
obligation g pay and gq long as Londer's interesi in the Collatoral ks nat jeopardized in lLendar's gole opinjon. If the Colialorat Is subljectad g 4
ffont which is naol discharged within fiflesn (15} days, Granter shayl deposll with Lendgar ¢ash, a sufficient corporale surely bond or alhor security
Satisfactory to Lender In an amoun! adequala to providg for the discharge of lhe lian plus any intarest, cosls, atlornays’ foos or other chargas that
eould gecrue as a rogull of fareclosure o sals of tha Collalerai. In any conlest Granlor shafl defond iself and Landar ang ghal satisfy any fnaf
advorse judgment befora enforcement agains! the Collataral, Granlor shal name Lender as an eddiianal obligce under any sdrely band

turnishod In Ihe cenfest Proceodings,
Compllance Wilh Governmenlaf Requirements. Grantar shall comply promplly with el Jaws, ordinances, rules and regulalions of gl
governmanial quthorities, now gr Neraafior In effect, applicablo ta tha awnership, production, disposition, or use of {he Colaleral. Grantor may
condest in good tHh any such law, ordinancs or regulation and wilkhatd compiianice diring any proceading, Inciuding Zppropriale appeats, sq
tong a5 Londer's inferes! in tha Coltateral, in Londer's opiilan, is not jeopardizad.

Hazardous Subslances. Granlar reprasenis and warants that tha Callnteral naver has beon, and never wig ba g0 tong as (K5 Agreomen!
femains & fien on the Collatoral, usad for ha genacation, manufaclyre, slarage, lranspartatiorn, kroatment, disposal, relegse or {hraalaned relegsa
af any hazardous Waslg or Subslance, as hose larms ars dsfined In tho Comprahansive Environmental Rezpansa, Compansation, and Llability

Act of 1980, a5 amonded, 42 ULS.G. Saclion 9601, &f saq, {"CERCLA", tha Sup
99-499 ("SARA"), the Hazardgusg Malerials Transporialion Acl, 49 LS50, Seclian 1801, ot seq., lhe R
U.58.C. Saclion 8301, ct saq., ar othor applicable siate or Fadars) laws, rules, or regulalions adopled pursuant to any of tha faregaing. The larms

"hazardous wasts” and “hazardous substanco” shail also Include, wilhay( limalion, petroleum and pofraleum by—praducis or any lraclion thoragf
and ashaostos, The raprasanlations and warranties coplsined herain arp basad on Grantor's dua diigance In invesligaling fia Collatarat tor
hazardous wastes and subsilances, Granlor heraby (a) refeasos and walvas any fulure claims agalnat Lander for Indamaily or contrbylion in the
averl Grasfor becomas liabta for cloanup or olher cosis under gny such laws, and () agreos la indemnify and hotd harmiess Lendar agalngt
&ny and alf chims and lgsges fesuiting from & breach of (his pravisian of this Agraemaent, This obdigalion fo Indemnify stall syrvive tha paymen

assessmanis and licne vpon the Collateral, Hs use or operation, upon this
an any of tha other Aslalad Documents. Granlor may
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* ofher claims, at any lime leviad orp!a_cod on tho Callateral. Lepder glse

Mainlenance of Casuslty Insurance, Granlor shal] procure and maintain all risks insurance, including williout fimilalion fire, fhert and Fabiiily
coverage logether with such slhor instrance as Lendor may requlra with respect ta the Coflatern), In form, amounts, coverages and hagis
feasonably acceptable |g Londer and lssued by @ eampany or companies reasanatily acceptabla to Lender, Grantor, upon raquest of Lender,
wlil deliver {o Lendor from lima to ime the paliclas or cerlificales of insurance In form salisfaclory lo Lander, inguding slipulalions that caverages
will not be cancalied or diminished withaut af fogsl Ihirly (30) days' prior writian nolice {o Londer and not Including any disctaimer ot tha insurer's
fiabillty for falura fo ghva such a nalica, Each Jasurance policy also shall Ineludo gp endorsement providing (hat coveraga in favor of Lander will
no! be Impairad Iy &My way by any act, omission or defsult of Grantor or any other porson, In cornoction wilh afl policies covarlng asssls In
wlilch Londer holds or ks offerad a secuily interest, Graniar wil provide Londer wilh such logs payable or other cndarsemanis a5 Lendor may
al any lima falis to oblaln or malntain any Insurance as roquired under this Agraement, Londer may {but shall nat ba chbligaled

i Including if # so choosas "single inlorast insurance,” which will covur anly Londer's

Application of insurance Praceeds. Granler shaf promply nolify Lander of any loss or damage to the Coilalargl,
tess i Granior fails fo do sg within fiftaen (15} days of tho casually, Al procaeds of any Insurance on the Coltateral, including accryed proceads
ed or daslroyad Collzleral,

Indeblsdnass, and shall Pay the balance to Grantor, Any proceeds which hava nel been disbursed wilhin six
which Granlar has not commitiad 1o 1 ha repalr of rastocalion of the Coflatacal shalt be used lo prepay lhe Indabiednass,

s for payment of Instrance Promitms, which resarves shall be
creatad by monthly paymanls from Granfor of & sum estimalad by Lander fo ba suflicient o praduce, at loast fiftecn (15} days befors tho
premium due dale, ameants al least oqual to the insurance premiums fo hg paid, If fifteen ( !sgl days belore paymont (s dua, the rezarvy funds
are insulficlend, Granior Ehall ypon demand Pay any deficlency to Lendsr. The rosarve fund.s shati be h

Insvrance Reports. Grantor, upon raquest of Lender, shall furish te Lendsr fraports on ench exisling policy of insurance showing such
information as Lender may reasenably requost including the follawing: (a} the nama of the insurer; (b} the fisks inswred; (c) the amound of the
palicy; {(d} the properly insured; {a) the thon elrrant value on the basis of which insurance hag bean obtained and the manner of delormining

ficy. In addiflon, Gmator shafl upon request by Leader (however not more ofien than annuaiy}

that value; and () tho expiralion dale of the pol
have ah indopendent appralsor safisfactory to Londer delermine, as applicably, he cash value or repiacement cos! of tha Cofateral,

GRANTOH'S RIGHT TO POSSESSION AND TO COLLECT ACCOUNTS. Untl dafaull and excopt as otherwisa provided betow wilh raspect i
accounls, Granlor may have passesslon of Ihe langibia rersonal properly and hangficial use of all ihe Collaleral and may usa it in any lawiul maneer

nol Inconsistant with this Agrecment or the Relatad Documonts, provided Ihat Granlor's right fo possoeslan and benoficigl Uso shall not apply lo any
i cl Lander's sacurlly interest in gsuch Collateral. Unl? othemwisg

nelifiod by Lendar, Grarnior may collect any of ihe Colfalera) conslsling of accounts, Al any lime and even though no Evant of Delault exisls, Lendar
may exarcise Hs rights (o cofloct Ihe‘ accounts and 1o nokly aceount dablors o make Paymenls direclly to Lender for applleafion to tha Indebtednoss.

¥ nol discharged or pald when dua, Lander may {bul shali not be obligated 10} dischargo or Pay any amounis

EXPENDITURES BY LENDER,
der this Agreement, including wilhou lenilation all faxes, iicns, securlly Intoresls, sncumbrances, and

required lo ba dlscharged or paig by Granler un

presarving the Collateral. AN such expandituras Incurmed or paid by Lendar far such purposeag
Nole from the dala incyrrod or paid by Lendor io the daie of rapayment by Grantor, All sueh penses shall become a parl of the Indoblednass and,

Defauit en Indebledness, Failure of Grantor {0 make any payment whern dus an fhe Indebledness,
Other Defaults, Failura ol Granlar lg comply with or to porform any other lorm, obligallon, covenant or condilien conlgined in {his Agreement or
in any of the Relatod Documants orin any olhar agreemonl belwosn Lender and Granlar.

Should E}ermwbr or any Grantor default under any foan, extenslon gf crodil, secuyity ajreamenl, purchase gr

Defauit in Faver of Third Parties.
favor of any olhar croclilor or persan that may matorially affect any of Borower's property or

False Statements, Any warsranly, rapresenlafion or slatemant mada or furnfshed 10 Lendar bY or on behalf of Grantor under {his Agracman, Lhe
Nole or the flolated Documenis is false or misleadtng In any material respact, althor now or al tha time made or furnished.

Defective Cofleleralization, This Agroocment or any of the Related Documants coases fo ba in Ul farce and aifect {including fafiyro of any
coltateral documents lo ¢reala a valld and perfectad socunly Interast or llzn) ai any me and for any reason,

+ Insolvency, The dissolulion o ferminalion of Grantor's axislance &s a golng business, |he Irzsolvency of Grantae, tha appoiniment al & recolvar
for any pardl of Granior's propaity, any assignmen! far tha benalit of cradilors, any fypa of crodilor warkout, or the commancamont of any

procesdlng undar sny bankrupley or insofvency faws by or against Grantar,

= Credltor or Forfeiture Praceadings, Commencemer of foveclosure or forfellyre
- rapossassion or any olhor melhod, by any credilor of Grantor or by any govammonilal agoney against tho Collatoral
- securing the Indablodnags, This Includos 8 garnishment of any of Grantor's deposit accounls with Landor.

Evenls Affecting Guarantor, Any of lhe precading avenls oocurs with taspect 1o any Guaranior of any of the indebledness or such Guarantor
dias or bocomes incampetont.

Proceedings, whalher by [udicial proceeding, self-help,
or any othor eolinloral
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Adverse Change, A materlal advarso thange accurs In Granlor's financial condiifon, or Lender believes ha prospedd of payment or
performance of fha {ndebledness i impaired.

Insecurity. Lender, In good faith, desms ifself insecurn,

RIGHTS AND REMEDIES ON BDEFAULT, If an Evant of Befaull necurs under this Agroomant, g} any fima thereatter, Londer shall hava an the righls gt
& Secured parly undor the Pannsyivanla Uniform Cammerclal Code, in addition and withoyt Hmitalion, Londer may exarciso any cne or more of lha

fallawing righls and remadies;
Accelerata indebledness, Lendar may declars the enfire Indeblednass, including any prapaymant panally which Grantor would ba required lo

pay, immedialaly duq and Payable, withaut natiee,

Assemble Collateral. Lender may requirg
elhar documenis ralating {o the Callatoral, Londer may require Granlor to assembla the Collals

be designatod by Lendar. Lander giso shalf have f) power lo enler ypan |ha properky of
Collalaral, If the Collateral coniains olher goods nal Govered by Ihs Agreemant af tha fimo of feposscssion,

Sell the Colfaterat, Londar shall have fult power 1o sall, lsasa, ransfar, or olherwica deal wi
or that of Grantor, Lendar may self the Collafera) al public auction or private sala, Unless tha Callataral thraatens lg decline zpeedity In valug or
i of ¢ type customarity sald on racognizod markel, Lendar wiy give Granlor reasanalle natice of the fime nflar which any privale salo or any
i Callalaral Is 1a be mada, Tha requiraments of roasonabla riofice shall be mal if such nolice is given af teast fan

i . All axpensas relaling lo the disposition of the Collatarg), including without kmitalion lhe
expenses of retsking, holding, Insudng, pteparing for agle and salllng the Collalern), shay betoma a part ¢f the |y deblednoss socyred by [hiz

Agraement and shall ba Payable on demand, with Inleras! af tha Nole rala frotn dato of expenditure until repald.

Appoiml Recelvar, To the extent permitied by applicable law,
4 recalver: (a) Lendar fmay have a receivar appdinled ns 4 matter of fght, (b) tho receivar may
wilkout bond, and (c) all fees af Iha receivor and his or hor alfornay shai becoma part of the tndebladness sécurad b

be payabla on domand, with faloras! al thg Nola rale from date of axpendifura unfil rapaid.

Collec! Revenyes, Apply Accotnts. Lander, ailher itsalf of through q receivar, may colloct the paymanis, fenls, income, and rovenuos fram the
Collateral, Londer may al any time in its discration transfer any Collateral Into its own name or tat of its nominee and recaive {ha paymants,
fanls, inceme, and revanuas (herefrom and hold tha $amo as sacurily for {he Indabladnass or apply It lo paymant of tha Indablednoess in Stich
der may determine. Insofsr as the Callaleral consists of aceounts, ganaraf Intangibles, tnsuranco policies, inslruments,
i rly, Lender may demand, collect, receipt for, sellle, Ccompromise, ad|ust, spe for, foroctose, or
2 debladness or Coliatsral ig then due, For these PURos0s, Lender may, on
recciva, opon and disposo of rai addressed to Grantor; change any addrass to which maj| and poymenis
endarse nolas, chocks, dralis, money orders, doguments of titla, Instrymenis gnd ftems perlaining (o paymen!, shipmanf, or
Yo facilllata colloction, Lender may nolify accoun| debtors and obfigors on any Coliateral 1o make Paymanls dircclly (o

be an ampioyes of Lendar ang may seryva
y s Agreemont snd shall

ara to be senl; and
sloraga of any Collaloral,
Lender,
Obfain Daficlency. If Londar chooses lo salf any or all of tho Collateral, Lender may ablyin o judgment againg Grantor for any defiviancy
remaining on [ha Indablednoss dup to Lender aflor application of all amounis received from the exarcisa of the righis provided in Ihls Agroement.
Granlor shall bo fiable for g doficlency even if (he Iransaction describad in fhis subseclion is & sate of accounts or challel pager.

Other Rights and Remedies. {ondar ehall have all tha righls and ramedias of a secured cradiior Under the provisions of (he Uniform
Commerciaf Code, as may be amanded ko fime Ig Ume. In addfition, Landgr shall have and may exarclse any or afl olhor Hahis and ramediog #t

may hevo availabla af law, in equity, or otharwica,

Cumulalive Remecdies,
wrlling, shall by eumulative and may be axarcis
of gay other rémedy, and an election ig make expendilures or la
Granlor's failtire io Perlanm, shall nol affoct Lendar’s right 1g doclare a default and tg exerclsa its remodies,

MISCELL ANEOUS FROVISIONS, Tha Tollowing miscellanacus provisiang &ra a part of this Agraoment:

Amendments. This Ageeemanl, togelher wilh any Helalad Dacumenls, tonsliyles the enlire undersianding and agreeman{ of the parties gs to
Ihe mallers sef forth I this Agrooment. No alloration of or smandman! to s Agraement shall ba cifacliva unfess aiven in wrilting ond signad by
the parly or Parlies sought 1o e chargod or bound by the altaration or amondment.

d by Londer in tho Cemmonwealth of Pennsylvania, If thare is q

ple
arider's requostlo submit o the jurisdlction of thg courls of tha Comm_onwealih of Ponnsylvapla. This Agreement

Allorneys’ Fees; Expenses, Grant
laga! expensag, incurred In conneclion with the anforcemant of lhis Agrcament. Lan
and Granltor shay Pay tha casts and oxpansos of such anforeement. Cosls and
wholher or nof tharm Is g fawsuit, including allornayy’ foos and legal expanses for banksy
vacals any gufomalic slay or njunclion), appeals, and any antlidipated post-Judgment collection services. Grantor also shall pay all cowrt costs
and such addilional faes as may be diraclad by lhe coyrt.

Caplion Headings, Caption hoadings in thiz Agraeamant are for convanianco purposes only and are not to ba

- provisions of {is Agreement,
Notlces, Af nofices raquired 1a be given wnder this Agraament shafl be glvan in wriling, may ba sent by lelafacsimie {unless olhorwise requirad
by law), and shal ba ofisctive whan aclually dolivered or whers doposited wilh g nalionally recogni i ;

Unilad Statys mat, fist elass, postagoe prepald, addressed I the parly 1o whom tha netice is lo be given at ha address shown ghove, Any parly
i i i i j 28, specilying that (ha purpose of the

5. To lhe extont parmillad by applicabls law, if thare is more than ana Granlar, nolica Ig any Gianior wij
keep Lander Informaqy at al fimoz of Granior's curent address{es),

hereby alfthorizas Lendar, with fulj power of subsklulion, te oxasyla in Granlor's name Ry documanis

i in thiz Agreement and, withoul furlher avthorzation from Grantor, {9 file carbon,
phalographic or ether reproduclion of ary #nancing slatemen! or of thls Agreament for use 8% A finaneing siatemant, Grantor will relmburse
Lander for aft axpenses for the parfeclion and continuation of the perfoclion of Lendar's sacurily inlerest In tho Collzleca), 1t is underslood and
agreed thal any exerclse of |hls authorizalion by Lender shall be on behalf of Lander and nel on behalf of Grantor, Lender Ig not an

used lo inferprat or delno the
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L.oan No (Continued)
‘ 'r;et:y, Lender shai) exercjl’se reasonable caulit;r-l_;n:

agent or fiduciary of Granfor. Hawever, In eéxerclsing the autharization granted
prudence and Lender shalf Keep full and accorate record of all actions, recelpts ang disbursements,

Severablllly. W & court of compelent jurisdiclion finds A4y provislan of this Agreemani lo be jnvaligt or unenforceablo as fa any porson or
cheumslanes, such finding shall nat render thaf provisian [avaiid or unonfarcaable as to any oher Persans or circumstances, I feasible, any
such offanding provisian shall be deomed 1o be modifiad ig ba within the kmits of anforceabillty or validity; however, if the offending provision
cannot ba 50 modified, i shalf be stricken and glf clher provisions of thie Agreement I alt alfher respects shall remain valid ang enforcesahlo,

Successor inlerests, The lerms of this Agreement shafl be binding upon Grantor, and upon Grantors heirs, persong| ropresentafives,
d shall be anfarcoabla by Lender and s successars and assigns,

GRANTOR ACKNDWLEDGES HAVING READ ALL THE PROVISIONS OF THiS COMMERCIAL SECURITY AGREEMENT, AND GRANTOR
AGREES TO ITS TERMS, THIS AGREEMENT IS DATED MARCH 23, 2001,

THIS AGREEMENT HAS BEEN SIGNED AND SEALED BY THE UNDERSIGNED.

GRANTOR:

P, o e
o S Bh P T

k] ( Corporate Seat )
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ATTORNEYS AT LAW

George J. Shaop, Esquire
Direct Dial Number: 610.376.665 I, ext 244
E-mail: gshoopi@barley.com

501 Washington Street

P.O. Box 942

Reading, PA 19603-0942

Tel 610.376.665] Fax 610.376.5243

www._barley.com
May 10, 2004
Certified Article Number
(cerfiied Mail- Return Receipt Requested 7160 3903 9844 1090 5200

SENDERS RECORD

LeatherSource, Inc.

480 West Fifth Street
Bloomsburg, PA 17815
Attn: Mr. Bruce Carmel

Re:  Sovereign Bank

Dear Mr. Carmel:

Please be advised that this office Iepresents Sovereign Bank. It is my understanding that
LeatherSource, Inc. entered into a demand loan (“Loan™) in the original principal sum of
$750,000.00 with the Bank, and executed certain loan documentation in support thereof.
Included in the loan documentation was a certain demand promissory note dated March 23,

2001. This Loan was subsequently modified on August 12, 2002 to increase the principal amount

of the Loan to $900,060.00.

In accordance with the provisions of said loan documentation, Sovereign Bank is hereby
demanding that the entire balance of the Loan be immediately due and payable. As of May 5,
2004, the demanded balance is itemized as follows:

Loan # 51166010-34

Principal balance $890,000.00
Accrued and unpaid interest 1,335.00
{to and including 5/5/04)

Total $891,335.00

Interest continues to accrue after May 5, 2004 at the rate of $111.25 per day.

Demand is hereby made upon LeatherSource, Inc. to pay to Soverei gn Bank the aforesaid
balance of $891,335.00, plus interest accruing after May 5, 2004, within twenty (20) days of the
date of this letter, and with a copy of this letter, demand for full payment is also being made
upon the sureties, Bruce Carme! and Sherry Carmel, individually. Absent payment in full, as

Barley, Snyder, Senft & Cohen, LLC
Reading - Yotk - Lancaster - Harrisburg + Berwyn * Hanover « Chambersburg



EeatherSource, Inc.
“May 10, 2004
Page 2

aforesaid, I have been authorized to proceed to exercise such legal rights and remedies as are
appropriate to effectuate the rights of my client. Sovereign Bank reserves the ri ght to exercise its
remedies prior to the expiration of the twenty (20) day period if it deems it prudent to protect its
interests in its coliateral. The Borrower and the sureties will be responsible for all costs, fees,
and expenses associated with such exercise. Your actions should be governed accordingly.

Very tiyly yours,

George J. Shoop

GJS/dis:1271884_1.00c

cc: Sovereign Bank, Attention, Rick Spinicci, V.P.
Bruce Carmel, individually
Sherry Carmel, individually
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A " PROMISSORY NOTE

R B et S T

R =
Borrower: teather U.S.A. LLO {TIN: 23-3035013) Lender: Sovereign Bank
180 West Fifth Stree! Pollgvilie Otfice
Bloomshurg , P& 17815 120 South Cenlre Sireat
Poltsville, PA 17801
Princlpal Amaunt: $500,000.00 Initial Rate: 5.250% Date of Note: _ &-( 94/ b1

PROMISE TO PAY. Leather ULS.A. LLC ("Borrower®) promises ta pay lo Sovereign Bank {"Lender), or order, In fawful money dt the Uniled
Stales of America, the principat amount of Five Hundrod Thousand & 60/100 Dollars ($500,000.00) 0r £ much as may be oulstanding, tagelher
with inferest en the unpald outstanding principat balance of each advance. Interest shall be calctiated from the daie ef each advance untl)
repayment of each advance,

PAYMENT. Borrower wili pay thls loan In accordance with the following payment schedule:

Bosrower will pay this foan Immediately 4pon Lender's demand, Payment in fuli is due immediately upon Lender’s demand. Borrower wlil
pay regular manthly payments of all accruad unpaid Inferes| due as of each payment date, beglaning (hirty days fram inifial advance, wilk
all sulrsequent Inferesl payments to be due on the same day of each menih aller thal. .

Unless stherwise agreed or required by applicabie law, paymanls will be applied first to accrued unpaid interest, fhen to principat, and any
remalnlng amount to aay unpaid collection cosls and lale charges. The annual inlerest rale for {his Note is comptied on a 365/360 basis; that
is, by applylag the raie of the annusd interest rafe over a year af 360 days, multipiled by the oulstanding principal balance, ruiltiplied by lhe
aclual pumber of days the principal balance |s outstancling. Borrower will pay Lender at Lender's address shawn ahove or at such other place
03 Lender may designale n wriling.

VARIAHLE INTEREST RATE. The inlerest rate an ihis Note Is sublect (o changa from fima to limo based on changos in en index which is the Wall
Slreed Journal Primo Rate (the "lndax™., The Index Is nol necassarily {he lowest rale charged by Landar on its leans and is sat by Lender In s sals
discretion. I ihe Index bacomes unavailable during the ferm of this loan, Lender may designale & substilute indax afler nolifying Borrower. Lendar will
lalfl Borcower the currenl Index rals upon Borrower's request.  The Inferast rale change will not occur maore often than each fime as and when lhe
"index” changes. Borcowor underslands that Lander may mako leans based on olher rales as wall. The Index currenily ks 4.750% per annum. The
Inferest rate {a be applied 1o the unpald principal bafance of this Nole will be at a rate of 0.500 percentage palnis over the Index, resulling In
an [nltial rale of 5.250% per annum. NOTICE: Under no circumslances will the inlarest rate on (hiz Nolo be moro than {he maximum rate aflowed by
applicable law.

FREPAYMENT. Borrawar may pay without panally aff or a partion of the amount owed earier than it is dus. Eady paymants wil Rat, unless agreod o
by Londar In wriling, reliave Barrower of Borrower's obligalion g continue la make paymanls of accrued tmpaid Inleresl. Rather, sarly payments wil
faduce tho principal balance dus. Bomrower agrees nat o send Lendac paymants marked “pald in full”, "withaut recourse®, or slmllar languaga. I
Borrower sands such & paymaont, Lendar may ficcopd it withoul losing any of Lender's rghls under this Note, and Borower will remain ohiigatod la pay
any lurther amaunt owed ta Landgr. All wriltan communicasans concerning disputed amounis, Ineluding any check or olher payment Inslrument [hat
Indiieatas thal tho paymant constilutes "payment in full” of the amount owed or lat Is lenderad witl othar condilions or imitations or as full satistaction
of a disputed amount must ba mailed or dalivored to- Sovercign 8ank, Potisville Office, 120 Savth Centra Sireet, Poltsyille, PA 17801,

LATE CHARGE. If a paymont Is 16 days or more lale, Borrower will be charged 5.000% of the unpald podion of the regularly schedufed payment

or $10.00, whichever i5 grealer.

INTEREST AFTER DEFALLY, Upoen defaul, Including faitura lo pay upan final malurily, Lender, al its oplion, may, if permittod undar applicable faw,

Increaze tha vadabio interest rate an this Nole to 3.500 parcentage polnls over thy Indox. The inferost ralc vill nal exceed the maximum rule pernillad

by applicabls law. I judgment is enlered in conneclion wilh this Nole, Inferes! will confintio to acerua on this Nota afler judgment at the inlerest rale

applicable o 1his Nole at the ime Judgment Is enlered. :

DEFAULT. Each of lhe fallowing shall conslitule an even! of detaull (*Evenl of Defaull"y under this Note:
Paymeni Defaull, Borrower fails lo maka any paymen! when due under this Nota,

Olher Defauils, Borrower fails fo comply with or o pederm any other larm, obfigation, cavonant or cendilion contained in this Nale or in any of
tha ralated documents ar to comply wilh ar 1o perform any lerm, obligation, covanant ar condition containad in any other agreemernd between

Lender and Borrawer.

Default In Favor of Third Partles, Borrower or any Granlor defaults under any loan, exension of credil, seclrily agreement, purchasa or alps
agreomont, or any athor agreement, in favar of any ofher cradifor or Rarzan fhal may malorially afiec! any of Borower's properly or Borrawar's
ability te repay Wil Note or perfarm Borrower's obligalions undor this Nale or any of ke refaled documeants.

False Stalemenls, Any warraniy, reprosentation or slalement mads ar fumishad to Landor by Borrower or on Borrower's beha!f undar this Nole
or the relaled documants is faleo or misleading in any material respecl, ether now or at \ha fime mada or furnished ar becamas falso or misleading
&l any lime lheraarter,

Oeath or tnsolvoency, Tha dissolulion of Borrowar {regardlass of whother efection la continue Is made), any mamber wilhdraws from Borrowar, or
any olher lerminaflon of Dorrower's axislance as g galng businass or lhe dealh of any member, the Instlvency of Borrower, the appolntment of a
recelver for any part of Borrower's properly, any assignmant for tho beneiit of crediars, any type af credilor workoul, or 1he commencamant of any
Froceading Under any bankruptey or Insolvancy laws by or against Borowaer.

Creditor or Forfellure Proceedings, Commencement of foreciosura or lorfeilure proceadings, whether by judicial proceeding, sall—halp,
fepossession or any olher mothed, by any creditor of Borrower of by any governmental agency against ony collateral socuring the loan, This
Includas a garnishment of any of Borrawer's accounts, Inctuding depasit accaunts, with Londer. Hawavor, this Evonl of Dofault shall nol apply if
thers Is a good failh disputa by Borrower as lo the validily or reasonabilonoss af Iho clafm which is tha basis of the credilor or forfeiture praceading
and if Botrower gives Lesdar wrillan nofico of tho crodilor or forfeiture proceeding and dapaosils with Lander monies or o suroly bond for the
cradilar or tosfeilure proceeding, In an amounl dalermined by Lender, in its <olo discrelion, as being an adequate reserve or bond for tha dispula.

Evenls Affecling Guarantor. Any of the preceding avenls cccuys wilh respect to any Guaranior of any of the Indebiedness or any Guaranlar dias
or bacomos incompelent, or revokes or dispules tha vaNdily of, or Kability under, any guaranly of the indebladness avidenced by {his Mata. In tho
aven! of & dealh, Londer, at its oplion, may, but shall nal be requlred lo, parmif tha Guaranior's oslale o assuma uncondilionally the obligations
arlsing undar tho guamnty in a manner satisfaclory {o Lender, and, In dofng so, cure any Evenl af Defauil.

Adverse Chanpge. A maledal adverse change occurs in Borrower's firanclal condition, ar Lander balieves tha prospecl of payment or
performance af {hs Nalo 1z impalrad.,

Insecurity. Landar In goad faith bafieves ilself insceure.
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Cure Provisions, If any delaull, other 1han a defaull in paymant Is curable and if Borower has aol baen given a nalice of 4 breach of the same
provision aof Ihls Nole wilhin the precsding twalve {12} manths, it may be cured (and no event of dafault will hava occurred) if Horrower, aler
receling wrillan nolice from Lander demanding cura of such defaull: (1} curas the default within thiy (30) days; or (2) if tha cua raquires moma
than thirly (30) days, immediately tnifalos slops wiich Lander desms In Lendar's sola discration lo ba sufficient lo curs the defaull and thereafiar
canlinues and complates all reasonable and necessary slans sufficiant 1o produce sompilance as sdor: as teasa nabiy praclical.

LENDEFYS RIGHTS, Upon defaull, Londor may, afler giving such nolices as requivod by appiicabla law, doclare the entire inpald principal batanca on
this Nole and all accrued unpald nlarest Immagdiataly due, and then Borawor wil pay that amount.

EXPENSES. M Lender instilttes any sull or actlon o enforca any of tha {anms of this Nole, Lender shall be entitled lo resover such sum &3 tho court
may adjudgo roasonable. Whsther of nel any cowl aclion Is involved, and fo the exlent not prohibiled by law, all reasonable expenses Landaer incurs
thal In Lander's oplnion dra nacessary al any {ima for tha profoclion of its Inlerest or the enforcoment of ils fighls shall becoma a part of e loan
payable on demand and shall bear inferest af the Nolo rala from ihe date of Ihe expenditure unlil repald. Expanses covared by (his paragraph include,
withoul Iimitation, however subjacl Lo any fimils under applicatie law, Lendor's expenses for bankrupley proceedings {including afforts to madily or
vacala any aulomalic slay or Injunclion), and appeals, 1o the extent permillad by applicable law. Borrower also will pay any court costs, In sddition (o
all athar sums provided by law,

JURY WAIVER. - Lender and Horrower hereby walye fhe right lo any Jury Idal in any aclion, groceeding, or counterclaim brought by either
Lender ar Borrowor against the ather. ([nitial Here 5 325 555 457 ¢}

GOVERNING LAW. This Nole will be governed by, consirued and enforced In accordance with federal taw ond {he laws of the Commonweailh
of Pennsylvanta. This Nate has been accepted by Lender in Lhe Commeanwealth of Pennsylvania,

CHOICE OF VENUE. if lhere Is & lawsull, Borrawar agraas Lpon Lender's request (o submil to the [wlsdiction of tha caurls of Schuylkilt County,
Commornwaallh of Fennsylvania.

HIGHT OF SETOFF, To tha oxtenl parmitied by applicable law, Lender reserves a righl of selofl in ol Borrower's accounts with Lender {(whether
chocking, savings, of soma other aceount). This Includes all accounts Borfower holds Jointly with somecne efse and alf accounls Barrowar may cpaon in
tha jutura, Howover, this does nol ncluda any [RA or Keogh accounts, or any trusl accounls fer which seloff would be prahibiled by tavw. Docrowor
authorizes Lender, (o Iha axiani pormilied by opplicable law, lo charge or seloff all sums owing on tha Indshlednoss agains! aay and alt stich accounts,
and, at Lender's oplion, o administrativaly freaze all such accounls lo sllow Lender lo prolect Lendar's charga and scloff righls provided in this

paragraph.
COULATERAL. Borrower acknowladges this Nole is sacured by UCC's filed with the Secratary of tha Commanwealth of Pennsylvania with a len on ali
accounts reeeivable and Inventery; Parsonal guaranties of Bruea Carmel and Shamy Carmel.

HINE OF CREDIT, This Nole svidences a revolving fine ol ¢radil, Advancas undar this Nate may be requested eilher oraliy or In wiiling by Borrowar or
as provided in this paragraph. Lender may, bul need nol, require thal all eral requosts be confirmed fn writing. Al communications, inslrugtions, er
diractions by {elephiong or olherwlse fo Lendar are 1o be diracled 1o Lender's office shown atove. The following porson curreally is aulhorized lo
request advances and eulhorize paymenls under the line of credd unlil Lender receives from Borrower, al Lender's address shawn above, wrillen
nolice of revocallon of his or hor autnorily: Bruce Carmel , CEO of Leallier US.A. LLC, Barrowor ogrees fo be fiable for all sums eilher: (A)
advanced in accardance wilh tha Instructions of an aclhorized persan or (B) crediled lo any of Borrower's accaunts wilh Lendor. The unpaid principa!l
balanca owing on this Nole al any fime may be avidenced Ly endarscments on thls Note or by Lender's Interna! recards, including dally compuler
print-auts. Londer will have no obiigalion lo advance funds under this Nala if: (A) Barrower or any guarantor is In defaull under {he tarms of this Nala
gr any agreemen! thal Dorrowar or any guaranior has with Lender, including any agreement made in conneclion wiih tha signing of this Nole; (B
Borrower or any gliargnlor ceasas doing business or is insalvenl; (C} any guarantor sesks, clalms or olhaowlse aflampts to imit, modify or revoke such
guarantor's guarantac of this Note o any other loan with Lender: (D) Darrewsr hag applied funds previded pursuant to {his Nele for pUposes alhar
than lese aulhiodzed by Londer; or (E) Londer in good fallh beligves itsell insecura.

LINE OF CREDIT RENEWAL, Thts nole i& subject to an anaual review. Ronewal will be based on Lender's ongolng sabsfaclion with borrewee's
linancial condition.

SUCCESSOR INTERESTS. Tho torms of Ihis Nole shall be binding upan Boercower, and upon Borrower’s hoirs, personal represenialives, successors
and assigns, and shall inure o lhe banafit of Lender and its successars and assigns.

GENERAL PROVISIONS. Leader may dalay o forgo enforcing any of Its rghis or ramedies undar this Note withaut lasing them. Borrawer and any
other parsan who signs, guarantees or endorsas this Note, ta he exient aliowed by law, walve presealmenl, damand for paymant, and nofice of
dishonor. Upen any changa in the lerms of Ihis Note, and udass otharwise axpressly slated in writing, no pardy wha slgns thls Nols, whother as makar,
guarantar, accommadation makor or endarser, shall be released from Hability, All such parlies agrea that Lendar may ronew or oxlend (repealedty and
tor any length of ima) this loan or roloase any party or guaranlor or collaleral; or Impalr, fail to rsaliza upon or padoel Londor's securily inlerast in the
collaleral; and lake any clther aclion deemed necessary by Lendar wilhoul tha consan of or nolice lo anyone, Al such parlies alsa agrea that Londar
may madily this foart withoul he consent of o7 nalice {o anyane alher than tho parly with whom Ithe modification is made. The obligations undor this
Nole aro Joint and sevaral. !f any partion of this Nole is for any reasen delermined o be unaenfercaabla, { wili not affucd tha eaforceabiilily of any olher
provislons of this Nale.

CONFESSION OF JURGMENT, BORROWER HEAEBY IRAEVOCABLY AUTHORIZES ANC EMPOWERS ANY ATTORNEY CR THE PROTHONGTARY
OR CLERK OF ANY COURT IN THE COMMONWEALTf| OF PENNSYLVANIA, O ELSEWHERE, TO AFPEAR AT ANY TIME FOR BORRQWER AFTER
A DEFAULT UNOER THIS NOTE AND WITH OR WITHOUT COMPLAINT FILED, CONFESS OR ENTER JUDGMENT AGAINST BORROWER FOR THE
ENTIRE PAINCIPAL BALANCE OF THIS NOTE AND ALL ACCALED INTEREST. y LATE CHARGES AND ANY AND ALL AMOUNTS EXPENDED OS

NOT LESS THAN FIVE HUNDRED DOLLARS ($500) ON WHICH JUDGMENT OR JUDGMENTS ONE OR MORE EXECUTIONS MAY ISSUE
IMMEDIATELY; AND FOM SO DOING, THIS NOTE OR A COPY OF YIS NOTE VERIFIED BY AFFIDAVIT SHALL BE SUFFICIENT WARRANT. TIIC
AUTHORITY GRANTED IN THIS NOTE TO CONFESS JUDGMENT AGAINST BORAOWER SHALL NOT BE EXHAUSTED BY ANY EXERCISE OF T{IAT
AUTHORITY, BUT SHALL CONTINUE FROM TIME TO TIME AND AT ALL TIMES UNTIL PAYMENT IN FULL OF ALL AMOUNTS DUE UNDER THIS
NOTE, BOHROWER HERERY WAIVES ANY RIGHT BORAOWER MAY HAVE TO NOTICE OR TO A HEARING IN CONNECTION WITH ANY SUGH
CONFESSION OF JUDGMENT AND STATES THAT EITHER A REPAESENTATIVE OF LENDER SPECIFICALLY CALLED THIS CONFESSION OF
JUDGMENT PROVISION TO BORROWER'S ATTENTION OR BORROWER HAS BEEN REFRESENTED BY INDEFENDENT LEGAL GOUNSEL,
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PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTGOD ALL THE PROVISIONS OF THIS NQTE, INCLUDING THE VARIABLE
INTEREST RATE PROVISIONS. BORROWER AGREES TG THE TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIFT OF A COMPLETED COPY OF THIS PROMISSORY NOTE,
THIS NOTE IS GIVEN UNDER SEAL AND IT 1S INTENDED THAT THIS NOTE IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A
SEALED INSTRUMENT ACCORDING TO LAW,

BORROWER:
}%Lc

i,
CGarmel , CE

LEATHER L,

P L - ".."-(Sealj

ay:,
afLeather U.S.A. LLG

LENDER:

SOVEREIGH ﬂ(‘

LI B W, WL
LASEA #AQ Lunchng, Wor. 3.t7 00 04 Copr. Herlamd Findnabal 2oloigm, wc. 1997, 2948, Al Righty Raxerved, - PA SAWIND MG ILPLRLAT E TR-Ada PR-k
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Grantor: {ealher U.S.A. LLC {TIN: 23-3035013) Lender: Sovereign Bank

480 West Fifth Slreel Pottsville Office
Bloomsturg , PA 17815 120 South Cenlre Street

Polisville, PA 17901

THIS COMMENCIAL SECURITY AGREEMENT dated 4— 134 D 9. s made and executed belween Lealher U.S.A. LLC {"Granlor'}
and Soverelgn Banic {"Lender"). ' I

GRANT OF SECURITY INTEREST. For vaiuable consideration, Grantor granis to Lender a security Interest in the Collateral lo secure fhe
Indelrtedness ard agrees that Lender shall have lhe rights stated in this Agreemenl with respect 1o Lthe Collaleral, In addition la all other righls
which Lender may have by law,

COLLATERAL DESCRIPTION. The word "Collstoral” as uged in Ihis Agrecmenl maans the following described properly, whether now owned or
heroafter Acquirad, whather now exisling or horeafler arising, and wherover focatad, in which Grantor i3 giving 1o Lender a spcurly Inloresl for [he
paymant of tha indebledness and parformance of alf olher obligations under lhe Nole and this Agresmeni:

All Inventory and Accounls
In addilion, the word "Coflalaral™ also includes all 1he folflowing, whelher now owned ar herealler acquired, whether now exisling or hereaflar arising,
and wharcver Jacalad:
(A} Al accessions, allactwnenls, accessories, lools, parls, supplics, replacements of and addilions 1o any of {he collaleral deseriibed hereln,
whelhar agded new or laler.
{B) Al producls and praduce of any of the propeity deseribed in this Collaleral seclion.
{C) All accounls, genara! inlangibles, instrumanls, ranls, monies, paymenis, and aff olher dghls, ansing ot of a sale, fease, gr other dispositlon of
any of the properly described in Lhis Colfaleral saclion.

(0) Al precacds ncluding Insurance proceeds) om the sale, destruclion, toss, of other disposilion of any ot the properly describad in this
Coltaterat soclion, and sums due from & third parly who has damaged or destroyed the Collaleral er from thal pary’s insurer, wholhor due ta
judgment, satllomen! or clher procass.

(E) All racords and dala relaling o any of lhe proparty daseribad in this Colialeral section, whether in tha form of a writing, pholagraph, microfilm,
microlicha, or elaclranic medlia, logelher wilh all of Grantor's righl, fille, and infcres! In and o al computer soflware required to ulilizo, creoate,
mainlain, and progcess any such fecords or dala on eleclronic media.

Dospite any other pravision of this Agreement, Lender is not grantad, and will nat have, & nenpurchase monay securily interasi in household gaods, lo
Iho cxtent such o security interest would ba prohibiled by applicable law. (1 rddition, if becausa of the type of any Properly, Landor is requilred lo give
a nolice of ihe right to cance! under Trull in Lending for tha Indabledness, thon Lendar will not hava a zecurily inlarast in such Collataral unjess and

unlil such a nolice is given,

RIGHT OF SETOFF. To Ihe axlenl permilled by applicabla law, Lendar reserves a righl of setof in all Granlor's accounls wilh Lender (whelher
checking, sawngs, or seme olher account). This Includes aff agcounls Grantor halds juinlly wilh someone else and afl accounls Granlar may open in
the fulure. Howaver, thls doas nol include any A or Keogh accounls, or any busl accounis for which setolf would be prahibiled by law. Granlor
authorlzes Lender, 1o tha extenl parmitled by applicatle law, lo charge or setoft all sums owing on tha Indebledness against any and alf such acoounts,
and, a! Lender's oplion, lo adminisicalively freeze aif such accounls lo allow Lender ta protect Londer's charge and seloff dghls provided in this

paragsaph.
GRANTOR'S REFRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL . With respect 1o 1ho Coliateral, Grantor represanis

and promisés 1o Lender thal:
Perleclion of Security Inferest. Granlor agrees 1o execuls fnancing slaloments and to lake whalaver olher aclions are requesiod by Lemder 1o
poriecl snd conllnua Lender's socunty Interest In tha Collaleraf.  Upon requesl of Lender, Grantor wilt daliver 1a Lendar any &nd ali of the
documentz ovidencing or cansliluting 1he Collateral, and Granlor will nole Lendar's mierast upon any and all chatiel paper if nol dellvered to
Lender for possession by Lender. This 15 a conlintilng Sacurity Agreement and will continue In eHect even lhough ali or any part of the
Indebtedness is paid in full and even though for a perlod of time Granfor may not be Indebled o Lender.

Nolices 1o Lender, Granlor will promplly nalify Lender in wriling al Lender's address shawn above {or such olher addrosses as Lender may
designata from Fmae 1o Iime) pror lo any {1} change in Granter's name; (2) change in Granlor's assumed business name(s); (3) change in the
managamen! or [n tha membars or managars of tha limiled llability company Grantor; {4) change in the authorlzed signer(s); (5) change in
Grantor's principal otfice address; {6) change in Granlor's slale of eeganization; (7) conversion of Grantor ta a now of different lypo of busingss
enlity; or (8} change in any olher aspocl of Grantor that diractly ar indirectly relates lo any agreaments belween Granlar and Lender. Na changa
in Grantar's name or stale of organizalion wiYl take silect unll afler Londer has received nolice

No Violation. The oxecutiun and delivary of Wis Agreomeni will nat violala any law or agreemen! governing Granlor or lo which Grander is a parly,
and is mombership agreemenl does nol prohibit any tarm or condilion of {his Agreament.

Enforceability of Callateral. To the axlenl tha Collaleral ¢onsigts of aceounls, chatlef paper, or genoral intangfoles, as defined by Ihe Uniform
Commorciol Code, lhe Collalarat is enforecable In accordance wilh ifs terms, is genting, and fully complics wilh alt appllcable laws and rogulations
concerring form, conlonl and manner of proparalion and execution, and all persons appcaring fo be abiigaled on lha Colialeral have authorily
and ¢apacily o contract and arc in fact obligated as ihoy appear (o be on lha Collaleral. Al the fime any Account begomaos subjecl fa a securily
Imtaras! in favor of Lender, lhe Account shall ba a gaod and valid account reprasenting an undisputed, bona fide indebledness incurred Ly tho
account debtor, far merchandise held subjact 1o delivary instruchians or previously shipped or delivered pursuant lo a ¢onlraci of sale, or for
services previously performed by Granlor with ef for the aceount debtar. S long as lhiz Agreemant remains In effact, Grantor shall not, without
Londer's prior wriflan cansent, compromisa, seille, adjus!, o exlend payman! vader or with regard lo any such Accounls, Thera shall be no
solofis or counierclainis agalns any of the Collaigral, and ne agreemcnl shall have been made under which any dediiclions or discounls may be
claimed concerning the Collaleral axcep! thasa disclosed Yo Lender ia wiiling.

Location af he Collaieral. Except in lhe ordinary course of Granlor's businass, Granier gproos lo keep tha Collatera! {or to lhe exteni the
Collalural consisls of intangibto proparly such 8s accounts or general intangibles, the records concernlng the Collaleral) at Granlor's addrosg
shown abova or dl sush olher localions as are acceptable ko Lander. Upan Lender's request, Granler will deliver to Lender In famm salisfaclary 1o
Lender a schadule of reat proparlios and Collaleral locations refating lo Granlor's operatiens, including without limitakian the lollowing: {1} all real
prapeny Granlor owns or is purghasing; (2} all read praperly Grantor is renling or leasing; (3) af slorage facilities Granlor owns, renls, leases, or
uses; and {4) all othar properlies where Collalerat {5 or may be localad.
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Removal of the Collaleral. Except in the ordinary eovrse of Grantar's business, including lhe sales of Invenlory, Grantor shall not remova the
Collatera? from its exisling location without Lender’s prior wrillen consenl. To lhe extent that the Collateral consisls of vehicles, or olher ilod
proporly, Granlor shall nal lake or permdt any aclion which would require applicalion for cerlificales of tile lor the vehicles oulsice tho
Commaonwealth of Peninsylvania, wilhout Lender's prior written consonl, Granlor shakt, whenever requesied, advise Lender of the exact iccatlon of
Ihe Collalaral.

Transaclions Involving Collaleral. Except for invenlory seld or accaounts coflected In fhe ordinary courso of Granlor's business, of as olherwiso
pravidad for in this Agreoment, Grantor shall not sell, offcr 1o sell, or olherwisa fansfer or dispose of the Collaleral, Whila Grantor Is nat in delauit
under this Agreemant, Granlor may sell Invenlory, byt oaly i the ordinary colrsa of ils business and only 1o buyers who quality as a buyer in the
arcinary courze of buginess. A sale in tho ordinary course of Granlor's businass doos nat inchide & ransfor In padial or lolal salisfactian of & dabt
ar any bulk sale. Granlor shall not pledge, martgage, encumber or otharwise permit the Collateral 10 ba subjec! lo any Een, securily inerest,
aneumbranca, or charya, other 1han lhe securily inlcrest provided for in this Agreemant, wilheul the priar wrilten consenl of Lendor. This includes
sacurity inlerests even if junior in right to the securily inlerests granted under this Agreement. Unfess waived by Lender, &ll procoeds from any
disposilion of ihe Callateral {lor whalever reason} shall ba held In lrust for Lender and shall nol be commingled with any oiher funds: provided
howaver, this raquiremani shall not conslitule consent by Lender fo any salo or elher disposilion. Upen receipl, Grantor shalt immediately dalivar

any such procesds io Lender.

Yilie. Grantor represents and warranis fo Lander fha! Geantor holds goad and marketable tila ta the Caollaleral, free and choar of afl liens and
encumbrancas except for the lien of thus Agraamonl. No financing slalemonl cavering any of the Coliataral is on fila in any public office other than
lhose which refles! the securily inferest created by this Agresment or lo which Lander has spacifically consanied. Granlor shal! delfend Londer's
rights In lhe Collaterad againsl Iha claims and demands of all olher parsons.

Repairs and Malntenance. Granlor agroes lo keep and maintain, and ta cause others o koep and maintain, the Collataral in gead ardar, repalr
and gandilion &) ail limes while this Agraament remains in effect. Grantor furihar agrees o pay when due afl claims for work dane on, or services
randercd of material furrished in connection with the Caflaleral so that no Hen or oncumbranca may ever allach lo or be fled against tho

Collateral,
inspection of Coilaleral. Lender and Lender's designaled representatives and aganls shall hava the right al all reasonable tmes 19 examing and
inspect tho Collateral wheraver localed.

Taxes, Assessmenis and Llens, Granlor wilf pay when due all laxes, assessmants and liens upen the Collateral, ils use or oporalion, Upen this
Agreement, vpon Any promissary note or noles evidencing the indebladness, ¢r upon any of the ather Relatod Documents. Granter may wilhhold
any such paymenl or may elect to contest any lien it Granlar Is In goed taith conducling an appropriale proceeding to contes! lhe obligafion la pay
and so long as Lenders inleres! in tha Collaleral is not jeopardizad In Lendor's sole opinion. if tha Collatoral is subjacted {o a lien which is not
discharged wilhin fiftecn {15) days, Granlor shali deposit wilh Lender cash, a sufficlent conrorala surely band or other security satiskaclory 1o
Lender In an amaunt adaquale te provide far the discharga of the llen plus any intarcst, costs, parmissible fees or ether chargos \hat could accrue
as a rosull of laraclosura of sale of the Collaleral. In any conlest Granfor shalt dofond ilsell and Lender and shall ealisfy any final advorse
fudgmen! before enlarcement against tha Coflateral. Granler shalf name Lander as an addilional abligea under any suraly Bond furnished in the
conles! procecdings. Granlor furlher agraes (o furnish Lender with ovidenca that such laxes, assessments, and governmenlal and olhor chargss
hava been paid in Iull and In a limaly manner. Grantor may withhold any such paymant or may efact to conlest any lien i Grantor is {n goed failh
condueting an appropriata proceeding fo canlesl tho obiigation te pay and so iong as Lander's inlarest in the Collaleral is no! jeopardizad,

Compliance with Governmental Requirements. Granlor shall comply promplly with all laws, ordinances, rulas and regulalians of all
governmental aulharilies, new or herealter in effacl, applicabla lo the ownership, produclion, disposition, or use of tha Collaleral, Inctuding all taws
or regulations relating ta (he undue erosien of highly-aradibe land or relaling Yo the conversion of weliands for lha production of an agriculiural
preducl er commodily. Grantor may conlest in goed tadh any such law, ordinance or regulalion and withhold compliance during any proceeding,
including appropriale appeals, so fang as Lendar's inlerest In tha Collataral, in Lendears opinion, is no! joopardized.

Hazardous Subslances. Granlor ropresents and warranls (hal tha Callateral nover has beon, and never will be so long as Ihis Agreemant
rernains a fien on the Collaleral, used in violation of any Environmenlal Laws ar for tha generalion, manufaclura, storage, fransporlatlan, treatmenl,
dispoesal, refease or throalensd release of any Hazardous Subsfance, The reprasentalions and warranfies conlained hereia are based on Granlor's
due diligenca in inveshaating the Collaleral for Hazardous Substances. Granlor hareby (1) releases and waivos any fuiura claims against Lender
for indainaity or canlibidian in lhe evaal Granlar becomas fiabla for cleanup or alter costs under any Environmental Laws, and (2) agrees o
indemnily and haold harmiess Lender against any and &b ¢lyims and fosses resulling from a breach of this provision of ihis Agreament. This
obfigation fa Indemnify shall survive [he paymant of Ihe Indebledness and the salisfaction of this Agreement,

Malntenance. of Casualty insurance. Granlor shali procure and malntain all risks insurance, inetuding without fimiafian fire, Iheft and liabilty
covarage logother wilh such olher Insurance &5 Lender may roquire with respec! o the Collaleral, in form, amounls, ¢ovaragos and basis
reiisonably acceplable to Lender and issued by a company or companies reasenably acceplabla (o Lender, Grantar, upon raquost of Lender, will
deliver to Lender fiom time lo hme the policias or carlificales of insurance in form salislaclory 1o Lander, including slipulalions that coverages wil
nat he cancellod or diminished withou! at least ihicty (30) days’ pror wrillen nolice o Lendor and not including any disclaimer of lho insurer's
llabilily for kallure lo give such a nolice. Each insurance palicy slso shal inglude an cndarsement providing hat caveraga in favor of Lander will
nol bo impaired i any way by any &cl. omission or defaull of Granbor or any olher person. I connection with all policios coverlng assels In which
Lender holds oris offerad a secudly Inferest, Grantor will provide Lander with such loss payabio or clher endorsemends as Lender may roguire, If
Granlar al any lime faits to oblain or mairlain any insurance as required unider {his Agroemenl, Lander may {but shall nol ke abfigaled lo} ablain
such instiranca as Lender desms appropriate, including if Lender so chooses “single interest insurance,” which will caver only Lender's Inderest in

{ha Callaleral, '
Application of [nsurance Proceeds. Granloe shalt promplly nolify Lender of any foss or damags lo the Colfaleral. Lender may make peaof of
loss if Granlor fals lo da 5o within fiffean (15) days of he easualty. All proceeds of any ingurance on the Collaleral, including acorusd proceeds
fhereon, shall be hatd by Lender as pasl of lhe Collaleral. tf Lander consants io repair or replacemant of the damaged or destroyad Collstaral,
L.andcr shall, upon salisfactory proof of expendilure, pay or refmburso Granlor fram the procecds for tha feasonable cast of repalr or resforation.
if Lendor does not cansent to repair or replacement af the Collataral, Lender shall relaln a sufficient amount of the procoeds ta pay afl of The
Indebiledness, and shall pay lhe balance lo Grantor. Any praceeds which have nol been disbursed within six (6} months after thew recaipl and
which Granlor hus nol commilled to lha ropair or restoralion of the Collaleral shall ba used 1o prepay the Indebledness.

Insurance Reserves, Lendar may require Granlor lo malnlain wilh Lendoer reservas for payment of insurance promiums, which reserves shafl be
crealed by monthly paymoents from Granlor of a sum estimated by Lendar lo be salhclant to produce, at least fillean {45) da'fs befora the premium
dug dale, amounis at Jeast aqual fo the insurance premiums lo be paid. If fifteen (15) days bafore paymen! is due, tha rescrve funds aro
insufficion], Grantar shall upon demand pay any deficiency o Lendar. The reservo funds shall be held by Lender as o general depocl and shal
canslitulo a non-inloresi-baaring accounl which Lendar may salisly by paymenl of tho insurance premiums required 10 be paid by Granlor as |hay
become duo. Lender does nol hold tha reserve funds in hust for Grantar, and Lender is not Lhe agent of Grantar for paymaent of he Insurance
premiums raquired to ba pald by Grantor. The responsibilily for the paymenl of pramiums shall rismain Granlor's sole respensibilily,

—td
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insurance Reporls. Granlar, upan request of Lender, shall furnish to Lender reports on each exdsling policy of Insurance showing such
informalion as Lender may reasonably reques! Including the folfowing: {1} the namé of tha insurer; (2) the rsks insurod; (3) 1ho amocuni of the
policy; (4) the properly insurcd; (S} tha lhen curanl value an the basis of which insurance has been oblainad and the manner 6f delarmining
thal vahia; and {8) 1ha oxpiralion dale of the pofley. In addition, Granlor shall upon request by Lender (however not more ollan than annualty)
rava an independent appraiser salisfaciory 1o Lendor delermino, as applicabie, the cash value o replacemant cast of the Collaleral,

Financing Slatements. Grmnlor aulhorizes Lender lo fila a UCC-1 financing slalement, or allarnatively, & copy of ihis Agrecment lo porfect
Lenders secunly inlerest, Al Londer's request, Granlor addilionally agrees o sign all alher decumenls thal are necessary 1o perfect, prolect, and
conlinuo Lender's sccunly intorost In the Properly. Grantor will pay ell fling fees, lile banstur faas, and olhor fees and costs involvad unless
prohibiled by law or untoss Lender Is required by law le pay such fees and cosls. Granlor irrevocably appoints Lender la axccule fingneing
slaloments and documants of litle In Granter's name and to executa all decimenis necessary to transfer fitlg if thera is a delaull, Lendar may fila a
copy of |his Agraemen) a3 a financing slaloment, ¥ Grantar changes Granlor's nama or address, or lhe name or address of any person graating s
seciily inlerest under this Agreemenl changes, Grantor wilf promplly nolify tho Lender of such change.

GRANTOR'S RIGHT TQ POSSESSION AND TO COLLECT ACCOUNTS. Unlil default and excepl as otherwise provided befow wilh respect ta
accoUrs, Granted may have possessian of the tangibla personal properly and beneficiat use of all the Collsleral and may use it in any favwiul manner
aol inconsistent wilth this Agreement or the Relalod Documents, provided that Grantor's right 1o possession and beneficial use shall not apply to any
Collateral whare possession of iha Collateral by Lender is required by law ta perfect Lender's secuily intorest In such Calfateral. Unlil olherwisa noified
by Lender, Granfor may collec! any of lhe Collaleral consisting of accounts. At any lirme and even thaugh no Evaal of Delault exists, Lender may
exercise (s righls lo coflact lha accounts and to anlify cecount debfors to make paymonts directly to Lendar for appficalion 1a the Indebladnees, If
Lender al any Bma has possession of any Collateral, whether befora or aflér an Evend of Dolaull, Lendor shall be deemed lo hava excrclsed reasonable
care in fho cuslody and preservalion of Ihe Coitataral if Lender lakes such aclion for that purpase as Grantor shall requesl or as Lendar, in Lender's
solo diseration, shalt deem appropriale under the circumslances, hut fallure Lo honer aay request by Grantor ghafl nol of ilsell ba deemed la be a failure
ta exerclse reasonable care. Lendar shall nol be requirad 1o kake any sleps naccssary fa preserve any rights in the Collaleral agains! prior parfies, nor
lo proled], prasarve or maintain any securily Intarest givan to secire tho [ndeblednass.

LENDER’S EXPENDITURES, ¥ any aclion or proceading is commenced thal would malerially affect Lander's interest in the Collaleral or If Granler faifs
lo comply wilh any provision of this Agreemont or any Flefaled Documents, including but nol fmiled to Grantor's failure o discharge or pay whan due
any aimounts Granlor Is recuirad [o discharge or pay urder this Agreamant or any Rolaled Documents, Lendar on Granlor's behalt may (bt shafl not ba
obligalad 10) lake any action that Leader deems approprigte, including bul nol limiled lo discharging or paying alf laxes, Yens, secusly interests,
encumbrances and olher clalmy, al any lime fevied or placed on e Coffateral and paying all cosls for inswing, maintgining and preserving the
Collateral, All such expendilures incurred of paid by Lender for such purposes will then bear interesl at the rate chasged under the Nota from the dala
incurrad or pald by Lender la lhe dale of repgymant by Grantar, All such expensas will becoma a part of the Indebledness and, at Lender’s aplion, wil
{A) be payable on domand; (B) be added Io {ha balance ¢f the Nete and be apporicned among and ba payabla with any fastalimant payments le
becoma duae during eilher (1) the form of any applicable Insurance palicy; or {2) the remaining lerm of the Nolfe; or (C) be lreated as a balioen
paymen! which will ba due and payablo at 1ha Note's malurity. The Agreement also will secure payment of thesa amounls, Such right shaff bo in
addilion 1a all athar rights and remedies to which Lender may he antilled upon Defaull.

DEFAULT. Each of the fallowlng shall canstitute an Evant of Default under hiz Agreemant:

Payment Defauit, Granlor fails to make any paymant when due unader the [ndebledness.

Other Defaulls. Granlor fails lo camply with or lo petlorm any olhar lerm, abligadion, covenanl or gondition conlained in this Agrecment or in any
of the Relalad Dacuments or o carnply wilh or lo perform any lerm, obligalion, covenan! or condilion conlginad in any olber agreement belweert
Lander and Grarior.

Detault in Favor of Third Parties. Should Borrowar or any Grantor gefaull under any loan, extansion of credil, sequily agreemenl, purchase or
salas agreamant, or any other agraement, ia favor of any olher cradilor or parson that may maledally affect any of Granloc's property or Grantar's
or any Granlor's abilily {o repay the Indehlodness or perform their respectiva obligations under this Agreemeal ar any of tha Rclated Documenls.

False Stalemenls. Any wardanly, rpresentation or slalcment made or funished 10 bonder by Granlor of on Granfor's bohalt Under Ihis
Agreamcnt or (ha Relaled Documenls is fslse or misleading in any malenial respact, cither naw or al the lime made or {urnished or becomes [alsa
or misieading af any timg therealler,

Defeclive Calialeralizalionr, This Agreement or any of he Aelalad Documants ceases to be in Hll force and elfecl {including faiture of any
collalacal document 1o creala a valld and perfecied socurily intarasl or lien) af any lime and for @ny reason.

Insalvency. The disgolulion of Granlor (regardless of whethar clection to conlinua is made), any member withdraws from the limited liabiity
company, or any olher terminalion of Granlors exislance as a going business or lha death of any member, the insolvency of Granlor, the
appoialmont of a8 receiver for any part of Granlor's propery, any assignmeni for the benelil of creditors, any lype ol croditor workou!, or {ha
commencoment of any procgeding under any bankrupley or insclvency laws by o7 againsl Granlor,

Creditor or Forfeilure Proceedings. Commencement of foreclosure or forfellure proceodings, whelher by judicial proceeding, sall-help,
ropossassion or any other method, by any creditor of Grantor or by any governmantal agency against any collaleral securing the Indeblodness.
This inctudes & garnishmant of any of Geardor's accaunts, including deposil ac¢ounis, wilh Lander. However, {his Evenl of Defaull shall nol apply
If thera iz a good fith dispulo by Grantor as o tha vafidiy or reasonablaness of the elaim wlich is the basis of the credilor or forfeituce procoeding
and If Geanlar gives Lender wrilien nofice of the eeadilor o forfailure proceading and deposits with Lender monies or a surety band for the eredilor
or lesfeilurn proceading, in an amounl determined by Lender, in its sale discretion, as being an adequale reserve of bond far lhe disputa.

Evenis AlMfecling Guaranfor. Any of lha preceding cvenls cccurs wilh respecl to Guarantar of any of tho Indebledness or Guarantar dies or
becomes incompelent or revokas or dispiitas the validity of, or fiahilily under, any Guaranty of the Indebledness.

Adverse Change. A malerial advorse change occurs in Granlor's financial condilion, or Lender believes the prospact of payment or performance
of lha Indeblednass is Impairad,

insecurity. Lender in good faith baliavos itself insocure.

Cure Provislons. 1f any default, olher than a dafaull [n paymen ts curable and ¥ Granfor has not bean given 4 nalica of a breach of lhe same
provisian of Hhis Agreeman! within Iha precading twelve (12) manlhs, it may be cured {and no evenl of default will have cccurred) if Grantor, aller
receiving wiiflea nalice from Lendar demanding cure of such defautl: (1) ewres the default wilhir thirty (30) days; or (2) if the cure requites mora
than thitly (30) days, Immediately inifiatas sleps which Lender deems in Lender's sale diserstion lo be sufficien] fo cura the daefaull and thereafler
coalinues and complales all rensonable and necessary sleps sufficient lo produce compliance as soon as reasonably praclical,

RIGHTS AND REMEDIES ON DEFAULT. If an Evont of Default occurs undar this Agreamend, af any lime thereafter, Lender shall have all tho tights of
a socured parly Under tha Penasylvania Uniform Commercial Code. In addition and withoul limitatian, Lender may oxercise any ong or meda of the

follawing righls and remedics:




