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PART I.

FINANCIAL INFORMATION

Item 1.

Financial Statements
APPLIANCE RECYCLING CENTERS OF AMERICA, INC.
CONSOLIDATED BALANCE SHEETS
(In Thousands)
April 2,
2011
(unaudited)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance of $44 at both periods
Inventories, net of reserves of $234 and $286, respectively
Other current assets
Total current assets
Property and equipment, net
Restricted cash
Goodwill
Other assets
Deferred income taxes
Total assets (a)

$

$

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable
Checks issued in excess of bank balance
Accrued expenses
Line of credit
Current maturities of long-term obligations
Income taxes payable
Total current liabilities

$

Long-term obligations, less current maturities
Deferred gain, net of current portion
Total liabilities (a)
Commitments and contingencies
Shareholders’ equity:
Common Stock, no par value; 10,000 shares authorized; issued and outstanding: 5,493 shares at both periods
Accumulated deficit
Accumulated other comprehensive loss
Total shareholders’ equity
Noncontrolling interest
$

Total liabilities and shareholders’ equity

January 1,
2011

4,209
6,917
14,600
1,014
26,740
12,327
349
1,120
1,579
30
42,145

$

5,190
—
5,238
8,329
1,112
364
20,233

$

$

3,065
5,030
16,593
519
25,207
11,747
701
1,120
1,060
29
39,864

4,468
42
4,771
10,139
4,396
60
23,876

7,607
1,218
29,058

2,501
1,340
27,717

—

—

19,875
(8,584 )
(206 )
11,085
2,002
13,087
42,145

$

19,740
(9,258 )
(274 )
10,208
1,939
12,147
39,864

(a) Assets of the consolidated variable interest entity (VIE) that can only be used to settle obligations of the consolidated VIE were $11,115 and $10,207 and liabilities of the
consolidated VIE for which creditors do not have recourse to the general credit of the Company were $6,617 and $3,774 as of April 2, 2011 and January 1, 2011,
respectively.
See Notes to Consolidated Financial Statements.
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APPLIANCE RECYCLING CENTERS OF AMERICA, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS
(In Thousands, Except Per Share Amounts)
Three Months Ended
April 2,
April 3,
2011
2010

Revenues:
Retail
Recycling
Byproduct
Total revenues

$

Costs of revenues
Gross profit
Selling, general and administrative expenses
Operating income

19,219
5,738
4,969
29,926

$

20,937
8,989
7,461
1,528

Other income (expense):
Interest expense, net
Other income (expense), net
Income before income taxes and noncontrolling interest
Provision for income taxes
Net income
Net (income) loss attributable to noncontrolling interest
Net income attributable to controlling interest
Income per common share:
Basic
Diluted

21,185
4,291
1,791
27,267
19,231
8,036
7,642
394

$

(318 )
(29 )
1,181
444
737
(63 )
674

$

(266 )
26
154
74
80
22
102

$
$

0.12
0.12

$
$

0.02
0.02

Weighted average common shares outstanding:
Basic
Diluted

5,493
5,769

4,588
4,779

See Notes to Consolidated Financial Statements.
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APPLIANCE RECYCLING CENTERS OF AMERICA, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands)
Three Months Ended
April 2,
April 3,
2011
2010

Operating activities
Net income
Adjustments to reconcile net income to net cash and cash equivalents provided by operating activities:
Depreciation and amortization
Share-based compensation
Amortization of deferred gain
Amortization of debt issuance costs
Other
Changes in assets and liabilities:
Accounts receivable
Inventories
Other current assets
Other assets
Accounts payable and accrued expenses
Income taxes payable
Net cash flows provided by operating activities
Investing activities
Purchase of property and equipment
Increase (decrease) in restricted cash
Proceeds from sale of property and equipment
Investment in ARCA Advanced Processing (AAP), net of cash acquired
Net cash flows used in investing activities
Financing activities
Checks issued in excess of cash in bank
Net payments under line of credit
Payments on debt obligations
Proceeds from issuance of debt obligations
Proceeds from issuance of Common Stock, net of offering costs
Payment of debt issuance costs
Excess tax benefits related to share-based compensation
Net cash flows used in financing activities

$

737

$

80

365
99
(122 )
46
15

317
85
(122 )
—
—

(1,903 )
1,993
(495 )
28
1,179
304
2,246

506
3,187
11
294
2,030
(180 )
6,208

(927 )
352
4
—
(571 )

(604 )
(1 )
—
(494 )
(1,099 )

(42 )
(1,810 )
(7,578 )
9,400
—
(604 )
36
(598 )

(410 )
(4,442 )
(176 )
—
1,478
—
—
(3,550 )

Effect of changes in exchange rate on cash and cash equivalents
Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

67

52

1,144
3,065
4,209

1,611
2,799
4,410

$

See Notes to Consolidated Financial Statements.
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APPLIANCE RECYCLING CENTERS OF AMERICA, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
(In Thousands)
Three Months Ended
April 2,
April 3,
2011
2010

Supplemental disclosures of cash flow information
Cash payments for interest
Cash payments for income taxes, net

$
$

268
105

$
$

267
253

Non-cash investing and financing activities
Loan receivable exchanged for equity in AAP
Receivable in other current assets related to Common Stock issuance

$
$

—
—

$
$

375
280

Consolidation of variable interest entity:
Fair value of assets acquired
Assumed liabilities

$
$

—
—

$
$

3,927
1,958

See Notes to Consolidated Financial Statements.
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APPLIANCE RECYCLING CENTERS OF AMERICA, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(In Thousands, Except Per Share Amounts)
1.

Nature of Business and Basis of Presentation

Appliance Recycling Centers of America, Inc. and subsidiaries (“we,” the “Company” or “ARCA”) are in the business of selling new major household appliances through a
chain of Company-owned factory outlet stores under the name ApplianceSmart®. We also provide turnkey appliance recycling and replacement services for electric utilities
and other sponsors of energy efficiency programs. In addition, we have a 50% interest in a joint venture operating under the name ARCA Advanced Processing, LLC
(“AAP”) which recycles appliances from a six-state region in the northeastern United States for General Electric Company (“GE”) acting through its GE Consumer &
Industrial business.
The accompanying consolidated financial statements of the Company are unaudited and have been prepared in accordance with generally accepted accounting principles
(“GAAP”) in the United States of America for interim financial information and Article 8 of Regulation S-X promulgated by the United States Securities and Exchange
Commission (the “SEC”). Accordingly, they do not include all of the information and notes required by GAAP for complete financial statements. In the opinion of
management, normal and recurring adjustments and accruals considered necessary for a fair presentation for the periods indicated have been included. Operating results for
the three-month periods ended April 2, 2011 and April 3, 2010 are presented using 13-week periods, respectively. The results of operations for any interim period are not
necessarily indicative of the results for the year.
These financial statements should be read in conjunction with the Company’s audited consolidated financial statements and related notes thereto for the year ended January 1,
2011 included in the Company’s Annual Report on Form 10-K filed with the SEC on March 17, 2011.
Principles of consolidation: The consolidated financial statements include the accounts of Appliance Recycling Centers of America, Inc. and our subsidiaries. All significant
intercompany accounts and transactions have been eliminated in consolidation.
ARCA Canada Inc., a Canadian corporation, is a wholly-owned subsidiary. ARCA Canada was formed in September 2006 to provide turnkey recycling services for electric
utility energy efficiency programs. ARCA California, Inc., a California corporation, is a wholly-owned subsidiary. ARCA California was formed in November 1991 to
provide turnkey recycling services for electric utility efficiency programs. The operating results of ARCA Canada and ARCA California are consolidated in our financial
statements.
ARCA Advanced Processing, LLC is a joint venture that was formed in October 2009 between ARCA and 4301 Operations, LLC (“4301”) to support ARCA’s agreement
with GE. Both ARCA and 4301 have a 50% interest in AAP. GE sells all of its recyclable appliances generated in six states in the northeastern United States to ARCA,
which collects, processes and recycles the appliances. The agreement requires that ARCA will only recycle, and will not sell for re-use or resale, the recyclable appliances
purchased from GE. AAP established a regional processing center (“RPC”) in Philadelphia, Pennsylvania, at which the recyclable appliances are processed. The term of the
agreement is for six years from the first date of appliance collection, which was March 31, 2010. AAP commenced operations in February 2010 and has the exclusive rights
to service the GE agreement as a subcontractor for ARCA. The financial position and results of operations of AAP are consolidated in our financial statements based on our
conclusion that AAP is a variable interest entity and because we have the ability to significantly influence the economic performance of the entity through our contractual
agreement with GE.
Fair value of financial instruments: The following methods and assumptions are used to estimate the fair value of each class of financial instrument:
Cash and cash equivalents, accounts receivable and accounts payable: Due to their nature and short-term maturities, the carrying amounts approximate fair value.
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Short- and long-term debt: The fair value of short- and long-term debt approximates carrying value and has been estimated based on discounted cash flows using
interest rates being offered for similar debt having the same or similar remaining maturities and collateral requirements.
No separate comparison of fair values versus carrying values is presented for the aforementioned financial instruments since their fair values are not significantly different
than their balance sheet carrying amounts. In addition, the aggregate fair values of the financial instruments would not represent the underlying value of our Company.
2.

Recent Accounting Pronouncements

Impairment of Goodwill
During December 2010, the Financial Accounting Standards Board issued a new accounting standard related to goodwill impairment testing. The new standard requires
entities with reporting units with zero or negative carrying amounts to perform step 2 of the goodwill impairment test if qualitative factors indicate that it is more likely than
not that a goodwill impairment exists. Any goodwill impairment recorded upon the adoption of the new standard is required to be recorded as a cumulative-effect adjustment
to beginning equity. The standard is effective for fiscal years beginning after December 15, 2010. The adoption of the new standard did not have a material effect on its
results of operations, financial position or cash flows.
3.

Significant Accounting Policies

Trade receivables: We carry unsecured trade receivables at the original invoice amount less an estimate made for doubtful accounts based on a monthly review of all
outstanding amounts. Management determines the allowance for doubtful accounts by regularly evaluating individual customer receivables and considering a customer’s
financial condition, credit history and current economic conditions. We write off trade receivables when we deem them uncollectible. We record recoveries of trade
receivables previously written off when we receive them. We consider a trade receivable to be past due if any portion of the receivable balance is outstanding for more than
ninety days. We do not charge interest on past due receivables. Our management considers the allowance for doubtful accounts of $44 to be adequate to cover any exposure
to loss as of both April 2, 2011 and January 1, 2011.
Inventories: Inventories, consisting principally of appliances, are stated at the lower of cost, determined on a specific identification basis, or market and consist of:
April 2,
2011

Appliances held for resale
Processed metals from recycled appliances held for resale
Less provision for inventory obsolescence

$

January 1,
2011

14,745
89
(234 )
14,600

$

$

16,785
94
(286 )
16,593

$

We provide estimated provisions for the obsolescence of our appliance inventories, including adjustments to market, based on various factors, including the age of such
inventory and our management’s assessment of the need for such provisions. We look at historical inventory agings and margin analysis in determining our provision
estimate. A revised cost basis is used once a provision for obsolescence is recorded.
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Property and equipment: Property and equipment consists of the following:
April 2,
2011

Land
Buildings and improvements
Equipment (including computer software)
Projects under construction

$

Less accumulated depreciation and amortization
$

January 1,
2011

1,140
3,138
12,687
5,968
22,933
(10,606 )
12,327

$

$

1,140
3,104
12,529
5,220
21,993
(10,246 )
11,747

At April 2, 2011, we were in the process of installing UNTHA Recycling Technology (“URT”) equipment at AAP to enhance the capabilities of the RPC in Philadelphia. We
anticipate the URT materials recovery system will be operational and recycling refrigerators and freezers in the second quarter of 2011. We have no additional commitments
for additional payments for this equipment as of April 2, 2011.
Software development costs: We capitalize software developed for internal use and are amortizing such costs over their estimated useful lives of three to five years. Costs
capitalized were $29 and $24 for the three months ended April 2, 2011 and April 3, 2010, respectively.
Restricted cash: Restricted cash consists of a reserve account required by our bankcard processor to cover chargebacks, adjustments, fees and other charges that may be due
from us. On January 4, 2011, our bankcard processor released $352 of our reserve.
Product warranty: We provide a warranty for the replacement or repair of certain defective units which varies based on the product sold. Our standard warranty policy
requires us to repair or replace certain defective units at no cost to our customers. We estimate the costs that may be incurred under our warranty and record an accrual in the
amount of such costs at the time we recognize product revenue. Factors that affect our warranty accrual for covered units include the number of units sold, historical and
anticipated rates of warranty claims on these units, and the cost of such claims. We periodically assess the adequacy of our recorded warranty accrual and adjust the amounts
as necessary.
Changes in our warranty accrual are as follows:
Three Months Ended
April 2,
2011

Beginning Balance
Standard accrual based on units sold
Actual costs incurred

$

April 3,
2010

36
15
(4 )

$

67
14
(4 )

Periodic accrual adjustments
Ending Balance

(10 )
37

$

(18 )
59

$

Share-based compensation: We recognize share-based compensation expense on a straight-line basis over the vesting period for all share-based awards granted. We use the
Black-Scholes option pricing model to determine the fair value of awards at the grant date. We calculate the expected volatility for stock awards using historical volatility.
We estimate a 0%-5% forfeiture rate for stock awards issued to all employees and Board of Directors members, but will continue to review these estimates in future periods.
The risk-free rates for the expected terms of the stock awards are based on the U.S. Treasury yield curve in effect at the time of the grant. The expected life represents the
period that the stock awards are expected to be outstanding. The expected dividend yield is zero as we have not paid or declared any cash dividends on our Common Stock.
Based on these valuations, we recognized share-based compensation expense of $99 and $85 for the three months ended April 2, 2011 and April 3, 2010, respectively. We
estimate that the remaining expense for fiscal 2011 and
8
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beyond will be approximately $154 and $31, respectively, based on the value of stock awards outstanding as of April 2, 2011. This estimate does not include any expense for
additional awards that may be granted and vest during 2011.
Comprehensive income: Other comprehensive income refers to revenues, expenses, gains and losses that under generally accepted accounting principles are included in
comprehensive income but are excluded from net income as these amounts are recorded directly as an adjustment to shareholders’ equity. Our other comprehensive income is
comprised of foreign currency translation adjustments.
A reconciliation of net income to comprehensive income is as follows:
Three Months Ended
April 2,
April 3,
2011
2010

Net income
Other comprehensive income, net of tax:
Effect of foreign currency translation adjustments
Total other comprehensive income, net of tax
Comprehensive income
Comprehensive (income) loss attributable to noncontrolling interest
Comprehensive income attributable to controlling interest

$

737

$

68
68
805
(63 )
742

$

80

$

60
60
140
22
162

Basic and diluted income per share: Basic income per common share is computed based on the weighted average number of common shares outstanding. Diluted income
per common share is computed based on the weighted average number of common shares outstanding adjusted by the number of additional shares that would have been
outstanding had the potentially dilutive common shares been issued. Potentially dilutive shares of Common Stock include unexercised stock options and warrants. Basic per
share amounts are computed, generally, by dividing net income attributable to controlling interest by the weighted average number of common shares outstanding. Diluted
per share amounts assume the conversion, exercise or issuance of all potential Common Stock instruments unless their effect is anti-dilutive, thereby reducing the loss or
increasing the income per common share. In calculating diluted weighted average shares and per share amounts, we included stock options and warrants with exercise prices
below average market prices, for the respective reporting periods in which they were dilutive, using the treasury stock method. We calculated the number of additional shares
by assuming the outstanding stock options were exercised and that the proceeds from such exercises were used to acquire Common Stock at the average market price during
the quarter. For the three months ended April 2, 2011 and April 3, 2010, we excluded 565 and 477, respectively, options and warrants from the diluted weighted average
share outstanding calculation as the effect of these options and warrants is anti-dilutive.
A reconciliation of the denominator in the basic and diluted income or loss per share is as follows:
Three Months Ended
April 2,
April 3,
2011
2010

Numerator:
Net income attributable to controlling interest

$

674

Denominator:
Weighted average shares outstanding — basic
Employee stock options
Stock warrants
Weighted average shares outstanding - diluted
Income per share:
Basic
Diluted

$

102

5,493
73
203
5,769

$
$

0.12
0.12

4,588
10
181
4,779

$
$

0.02
0.02
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4.

Variable Interest Entity

The financial position and results of operations of AAP are consolidated in our financial statements based on our conclusion that AAP is a variable interest entity and because
we have the ability to significantly influence the economic performance of the entity through our contractual agreement with GE.
The following table summarizes the assets and liabilities of AAP as of April 2, 2011 and January 1, 2011:
April 2,
2011

Assets
Current assets
Property and equipment, net
Goodwill

$

January 1,
2011

627
9,131
1,082

$

439
8,430
1,082

Other assets

275
11,115

$
Liabilities
Accounts Payable
Accrued Expenses
Current maturities of long-term debt obligations
Long-term debt obligations, net of current maturities
Other long-term liabilities (a)

$

555
298
586
5,178
494
7,111

$

256
10,207

$

$

737
304
4,000
832
455
6,328

$

(a) Other long-term liabilities represent a loan between ARCA and AAP that is eliminated in consolidation.
The following table summarizes the operating results of AAP for the three months ended April 2, 2011 and April 3, 2010:
Three Months Ended
April 2,
April 3,
2011
2010 (b)

Revenues
Gross profit
Operating income (loss)

$
$
$

2,653
273
194

$
$
$

715
33
(42)

(b) AAP commenced operations on February 8, 2010.
5.

Other Assets

Other assets as of April 2, 2011 and January 1, 2011 consist of the following:
April 2,
2011

Deposits
Recycling contract, net
Debt issuance costs, net
Patent Costs
Other

$

$

January 1,
2011

415
399
559
10
196
1,579

$

443
419
—
—
198
1,060

$
10
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For the three months ended April 2, 2011, we recorded amortization expense of $20 related to our recycling contract. For the three months ended April 2, 2011, we recorded
non-cash interest expense of $46 related to debt issuance costs.
6.

Accrued Expenses

Accrued expenses as of April 2, 2011 and January 1, 2011 consist of the following:
April 2,
2011

Compensation and benefits
Accrued incentive and rebate checks
Accrued rent
Warranty expense
Accrued payables
Current portion of deferred gain on sale-leaseback of building
Other

$

$
7.

January 1,
2011

1,559
387
1,401
37
768
487
599
5,238

$

$

1,472
387
1,423
36
445
487
521
4,771

Line of Credit

On January 24, 2011, we entered into a Revolving Credit, Term Loan and Security Agreement (“Revolving Credit Agreement”) with PNC Bank, National Association
(“PNC”) that provides us with a $15,000 revolving line of credit. See Note 9 for further discussion regarding the Term Loan entered into with PNC. The Revolving Credit
Agreement has a stated maturity date of January 24, 2014, if not renewed. The Revolving Credit Agreement includes a lockbox agreement and a subjective acceleration
clause and as a result we have classified the revolving line of credit as a current liability. The Revolving Credit Agreement is collateralized by a security interest in
substantially all of our assets and PNC is also secured by an inventory repurchase agreement with Whirlpool Corporation for Whirlpool purchases only. We also issued a
$750 letter of credit in favor of Whirlpool Corporation. The Revolving Credit Agreement requires, starting with the fiscal quarter ending April 2, 2011 and continuing at the
end of each quarter thereafter, that we meet a minimum fixed charge coverage ratio of 1.10 to 1.00, measured on a trailing twelve month basis. The Revolving Credit
Agreement limits investments we can purchase, the amount of other debt we can incur and the amount we can spend on fixed assets along with prohibiting the payment of
dividends. As of April 2, 2011, we were in compliance with all the covenants of the Revolving Credit Agreement. The interest rate on the revolving line of credit is PNC
Base Rate plus 1.75%, or 1-, 2- or 3-month PNC LIBOR Rate plus 2.75%. The PNC Base Rate shall mean, for any day, a fluctuating per annum rate of interest equal to the
highest of (i) the interest rate per annum announced from time to time by PNC at its prime rate, (ii) the Federal Funds Open Rate plus ½ of 1%, and (iii) the one month
LIBOR rate plus 100 basis points (1%). As of April 2, 2011, the outstanding balance under the Revolving Credit Agreement was $8,329 with a weighted average interest rate
of 3.30%, which included both PNC LIBOR Rate and PNC Base Rate loans. The amount of revolving borrowings under the Revolving Credit Agreement is based on a
formula using accounts receivable and inventories. We may not have access to the full $15,000 revolving line of credit due to the formula using accounts receivable and
inventories, the amount of the letter of credit issued in favor of Whirlpool Corporation and the amount of outstanding loans between PNC and our AAP joint venture. As of
April 2, 2011, our available borrowing capacity under the Revolving Credit Agreement was $3,505.
In connection with the Revolving Credit Agreement, we repaid the General Credit and Security Agreement, (“Credit Agreement”) as amended, entered into on August 30,

1996 with Spectrum Commercial Services (“SCS”) that provided us with an $18,000 line of credit. The Credit Agreement had a stated maturity date of December 31, 2010, if
not renewed or extended, and provided that SCS may demand payment in full of the entire balance at any time. We extended the Credit Agreement until January 24, 2011.
As of January 1, 2011, the outstanding balance under the Credit Agreement was $10,139 with a stated interest rate of 6.75% (the greater of prime plus 3.50 percentage points
or 6.75%). As of January 1, 2011, our unused borrowing capacity under the Credit Agreement was $425. As of January 1, 2011, we were in compliance with all the
covenants of the Credit Agreement.
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In connection with the Revolving Credit Agreement, we also guaranteed a $2,100 loan between PNC (previously with SCS) and AAP. The guarantee was provided by
reducing our available borrowings under the Revolving Credit Agreement by $2,100 until the loan is repaid by AAP. The loan between PNC and AAP was repaid by AAP on
March 10, 2011 as further described in Note 9.
8.

Deferred Gain

In connection with the September 25, 2009 sale-leaseback of our St. Louis Park, Minnesota, building, we recorded a deferred gain of $2,436. The deferred gain is being
amortized over the initial lease period of five years. For the three months ended April 2, 2011 and April 3, 2010, we amortized $122 of the deferred gain in each period. The
deferred gain amortization is netted against rent expense as a component of selling, general and administrative expenses in the consolidated statements of operations.
9.

Borrowings

Long-term debt, capital lease and other financing obligations as of April 2, 2011 and January 1, 2011 consist of the following:
April 2,
2011

6.85% mortgage, due in monthly installments of $15, including interest, due January 2013, collateralized by land and
building
Floating rate term loan, due in monthly installments of $21, plus interest, due February 2021, collateralized by land and
building
Floating rate term loans, due in monthly installments of $54, including interest, due March 2021, collateralized by
equipment
2.75% note, due in monthly installments of $3, including interest, due October 2024, collateralized by equipment
10.00% note, due in monthly installments of $10, including interest, due December 2014
7.25% note, due on demand with a maturity date of December 2011
4.00% note, due on demand with no stated maturity date
3.00% note, due February 2011
Capital leases and other financing obligations

$

Less current maturities
$

January 1,
2011

—

$

1,509

2,486

—

4,750
461
440
—
—
—
582
8,719

—
468
440
2,100
1,400
280
700
6,897

1,112
7,607

$

4,396
2,501

On January 24, 2011, we entered into a $2,550 term loan with PNC Bank to refinance the existing mortgage on our California facility. The term loan is payable as follows,
subject to acceleration upon the occurrence of an event of default or termination of the Revolving Credit Agreement: 119 consecutive monthly principal payments of $21 plus
interest commencing on February 1, 2011 and continuing on the first day of each month thereafter followed by a 120th payment of all unpaid principal, interest and fees on
January 1, 2021. The term loan is collateralized with our California facility located in Compton, California. The term loan bears interest at PNC Base Rate plus 2.25%, or 1-,
2- or 3-month PNC LIBOR Rate plus 3.25%. As of April 2, 2011, the interest rate was PNC Base Rate of 3.25% plus 2.25% or 5.50%. In connection with the $2,550 term
loan, we repaid our existing 6.85% mortgage, including prepayment penalties and accrued interest, of $1,544 that resulted in $1,006 of additional borrowings under our
Revolving Credit Agreement described in Note 7.
On March 10, 2011, ARCA Advanced Processing, LLC entered into three separate commercial term loans (“Term Loans”) with Susquehanna Bank, pursuant to the guidelines
of the U.S. Small Business Administration 7(a) Loan Program. The total amount of the Term Loans is $4,750, split into three separate loans for $2,100; $1,400; and $1,250.
AAP repaid $3,780 of short-term debt and repaid $443 to ARCA for loans that were eliminated in the consolidated financial statements. The Term Loan matures in ten years
and bears and an interest rate of Prime plus 2.75%. As of April 2, 2011, the interest rate was 6.00%. The total monthly interest and principal payments are $54 and begin on
July 1, 2011. AAP will pay interest only between March 10, 2011 and June 30, 2011. Borrowings under the Term Loans are secured by substantially all of the assets
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of AAP along with liens on the business assets and certain personal assets of the owners of 4301 Operations, LLC. We are a guarantor of the Term Loans along with 4301
Operations, LLC and its owners.
On December 13, 2010, we guaranteed a 3.00% note, due in February 2011, of $280 between Central Bank and AAP. The guarantee was provided by pledging $280 of our
cash balance at Central Bank until the loan is repaid by AAP. The loan was repaid by AAP on March 10, 2011 as described above.
Capital leases and other financing obligations: We acquire certain equipment under capital leases and other financing obligations. The cost of the equipment was
approximately $1,691 and $1,660 at April 2, 2011 and January 1, 2011, respectively. Accumulated amortization at April 2, 2011 and January 1, 2011 was approximately
$1,288 and $1,192, respectively. Depreciation and amortization expense is included in cost of revenues and selling, general and administrative expenses.
10.

Commitments and Contingencies

Contracts: We have entered into material contracts with three appliance manufacturers. Under the agreements there are no minimum purchase commitments; however, we
have agreed to indemnify the manufacturers for certain claims, allegations or losses with respect to appliances we sell.
Litigation: We are party from time to time to ordinary course disputes that we do not believe to be material or have merit. We intend to vigorously defend ourselves against
these ordinary course disputes.
In December 2009, a lawsuit was commenced against us in the Fourth Judicial District Court of Hennepin County, Minnesota by RKL Landholdings, LLC and Emad Y. Abed
(“Plaintiffs”), alleging that we breached an agreement to sell our St. Louis Park, Minnesota property to the Plaintiffs. We sold this property to a third party in September 2009,
have received the proceeds from the sale, and are currently leasing the property from such third party. Edward Cameron, our Chief Executive Officer, was also named as a

defendant in the lawsuit. The Plaintiff’s claims were based on a Purchase Agreement and extensions thereto between the Plaintiffs and us, which Purchase Agreement and
extensions had expired by their own terms. The Plaintiffs asserted various claims, including promissory estoppel, unjust enrichment, conversion, fraud, tortious interference
with prospective advantage, and breach of contract. On August 6, 2010, the Hennepin County District Court entered a summary judgment in favor of Mr. Cameron and us
and dismissed all of Plaintiffs’ claims. The Plantiffs have appealed the Court’s ruling and we believe the summary judgment will be upheld on appeal.
11.

Income Taxes

We recorded a provision for income taxes of $444 for the three months ended April 2, 2011 as a result of generating taxable income from our U.S. and Canadian subsidiaries.
We recorded a provision for income taxes of $74 for the three months ended April 3, 2010 primarily as the result of taxable income from our Canadian subsidiary. As of
April 2, 2011, we have utilized all of our available net operating loss carryforwards. We continue to evaluate both positive and negative evidence related to retaining a
valuation allowance against the portion of our deferred tax assets that we have estimated are more-likely-than-not unable to be realized in future years. We have recorded a
full valuation allowance against our U.S. net deferred tax assets due to the uncertainty of their realization as of April 2, 2011 and January 1, 2011. The realization of deferred
tax assets is dependent upon sufficient future taxable income during the periods when deductible temporary differences and carryforwards are expected to be available to
reduce taxable income.
During the first quarter of 2011, we also recognized $36 of windfall tax benefits from share-based compensation, which was recorded to Common Stock on the consolidated
balance sheets.
We recognize the financial statement benefit of a tax position only after determining that the relevant tax authority would more likely than not sustain the position. For tax
positions meeting the more-likely-than-not threshold, the amount recognized in the consolidated financial statements is the largest benefit that has a greater than 50 percent
likelihood of being realized upon ultimate settlement with the relevant tax authority. As of April 2, 2011 and January 1, 2011, we did not have any material uncertain tax
positions.
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It is our practice to recognize interest related to income tax matters as a component of interest expense and penalties as a component of selling, general and administrative
expense. As of April 2, 2011 and January 1, 2011, we had an immaterial amount of accrued interest and penalties.
We are subject to income taxes in the U.S. federal jurisdiction, foreign jurisdictions and various state jurisdictions. Tax regulations from each jurisdiction are subject to the
interpretation of the related tax laws and regulations and require significant judgment to apply. With few exceptions, we are no longer subject to U.S. federal, foreign, state or
local income tax examinations by tax authorities for the years before 2007. We are not currently under examination by any taxing jurisdiction.
We had no significant unrecognized tax benefits as of April 2, 2011 and January 1, 2011 that would reasonably be expected to affect our effective tax rate during the next
twelve months.
12.

Shareholders’ Equity

Stock options: Our 2006 Stock Option Plan (the “2006 Plan”) permits the granting of incentive stock options meeting the requirements of Section 422 of the Internal Revenue
Code of 1986, as amended, and nonqualified options that do not meet the requirements of Section 422. As of April 2, 2011, the 2006 Plan has 38 options remaining to grant
from 600 options reserved under the plan. As of April 2, 2011, 547 options were outstanding to employees and non-employee directors and 15 options have been exercised
under the 2006 Plan. Our Restated 1997 Stock Option Plan (the “1997 Plan”) has expired, but the options outstanding under the expired 1997 Plan continue to be exercisable
in accordance with their terms. As of April 2, 2011, options to purchase an aggregate of 33 shares were outstanding under the 1997 Plan. Options granted to employees
typically vest over two years while grants to non-employee directors vest in six months. On February 24, 2011, we granted 28 stock options to employees with an exercise
price of $4.25 per share, a vesting period of one year and a weighted average fair value of $3.50 per share.
The following table summarizes the assumptions used to estimate the fair value of stock options granted during the first quarter of 2011 using the Black-Scholes Model:
Q1 2011

Expected dividend yield
Expected stock price volatility
Risk-free interest rate
Expected life of options

0.0 %
97.9 %
2.9 %
7 years

Preferred Stock: Our amended Articles of Incorporation authorize two million shares of Preferred Stock that may be issued from time to time in one or more series having
such rights, powers, preferences and designations as the Board of Directors may determine. To date no such preferred shares have been issued.
13.

Segment Information

We operate within targeted markets through two reportable segments: retail and recycling. The retail segment is comprised of income generated through our ApplianceSmart
Factory Outlet stores, which includes appliance sales and byproduct revenues from collected appliances. The recycling segment includes all fees charged and costs incurred
for collecting, recycling and installing appliances for utilities and other customers and includes byproduct revenue, which is primarily generated through the recycling of
appliances. We have included the results from consolidating AAP in our recycling segment. The nature of products, services and customers for both segments varies
significantly. As such, the segments are managed separately. Our Chief Executive Officer has been identified as the Chief Operating Decision Maker (“CODM”). The
CODM evaluates performance and allocates resources based on revenues and income from operations of each segment. Income from operations represents revenues less cost
of revenues and operating expenses, including certain allocated selling, general and administrative costs. There are no inter-segment sales or transfers.
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The following tables present our segment information for periods indicated:
Three Months Ended
April 2,
April 3,
2011
2010

Revenues:
Retail
Recycling
Total revenues

$
$

19,618
10,308
29,926

$
$

21,443
5,824
27,267

Operating income (loss):
Retail
Recycling
Unallocated corporate
Total operating income (loss)
Assets:
Retail
Recycling
Corporate assets not allocable
Total assets
Cash capital expenditures:
Retail
Recycling
Corporate assets not allocable
Total cash capital expenditures
Depreciation and amortization:
Retail
Recycling
Unallocated corporate
Total depreciation and amortization
Interest expense:
Retail
Recycling
Unallocated corporate
Total interest expense
14.

$

192
1,433
(97 )
1,528

$

$
$

$
$

$
$

$
$

$

219
247
(72 )
394

$

14,300
19,191
8,654
42,145

$

21
847
59
927

$

96
115
154
365

$

102
157
60
319

$

$

14,432
11,429
7,754
33,615

$

$

$

14
529
61
604

101
85
131
317

188
43
36
267

Subsequent Events

In preparing the accompanying consolidated financial statements, the Company evaluated material subsequent events requiring recognition or disclosure herein and
determined no such events existed.
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Item 2.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking and Cautionary Statements
This quarterly report contains statements that are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended and Section 21E
of the Securities Act of 1934, as amended. Any statements contained in this quarterly report that are not purely historical or relate to our future operations, performance and
results, and anticipated liquidity are forward looking. These forward-looking statements are based on information available to us on the date of this quarterly report, but are
subject to risks and uncertainties, including, but not limited to, those discussed herein. Our actual results could differ materially from those discussed in this quarterly report.
The forward-looking statements contained in this quarterly report, and other written and oral forward-looking statements made by us from time to time, are subject to risks
and uncertainties that could cause actual results to differ materially from those anticipated in the forward-looking statements. Any forward-looking information regarding our
operations will be affected primarily by the speed at which individual retail outlets reach profitability, the volume of appliance sales and the strength of energy conservation
recycling programs. Any forward-looking information will also be affected by our continued ability to purchase product from our suppliers at acceptable prices, the ability of
individual retail stores to meet planned revenue levels, the number of retail stores, costs and expenses being realized at higher than expected levels, our ability to secure an
adequate supply of special-buy appliances for resale, the ability to secure appliance recycling and replacement contracts with sponsors of energy efficiency programs, the
ability of customers to supply units under their recycling contracts with us, the performance of our consolidated variable interest entity and the continued availability of our
current line of credit. Other factors that might cause such a difference include, but are not limited to, those discussed in Item 1A “Risk Factors” in our annual report on
Form 10-K for the year ended January 1, 2011.
The following discussion and analysis provides information that we believe is relevant to an assessment and understanding of our operations and financial condition. This
discussion should be read with the consolidated financial statements appearing in Item 1.
Overview
We are in the business of selling new major household appliances through a chain of Company-owned factory outlet stores under the name ApplianceSmart®. We also
provide turnkey appliance recycling and replacement services for electric utilities and other sponsors of energy efficiency programs. In addition, we have a 50% interest in a
joint venture operating under the name ARCA Advanced Processing, LLC (“AAP”) which recycles appliances from a six-state region in the northeastern United States for
General Electric Company (“GE”) acting through its GE Consumer & Industrial business. We operate two reportable segments: retail and recycling. The retail segment is
comprised of income generated through our ApplianceSmart Factory Outlet stores, including a portion of our byproduct revenues from collected appliances. Our recycling
segment includes all fees charged and costs incurred for collecting, recycling and installing appliances for utilities and other customers and includes a significant portion of
our byproduct revenue, which is primarily generated through the recycling of appliances. We have included the results from consolidating AAP in our recycling segment. As
of April 2, 2011, we operated nineteen factory outlet stores. Our nineteen factory outlet stores are located in convenient, high-traffic locations in Georgia, Minnesota, Ohio
and Texas. As of April 2, 2011, we operated ten processing and recycling centers, which are located in California, Colorado, Illinois, Minnesota, North Carolina, Ohio,
Pennsylvania, Texas, Washington and Ontario, Canada. We are actively pursuing opportunities to support energy efficiency programs run by electric utility companies
throughout North America.
Revenues and earnings in our recycling segment are impacted by seasonal variances, with the latter part of the first quarter and both the second and third quarters generally
having higher levels of revenues and earnings. This seasonality is due primarily to our utility customers supporting more marketing and advertising during the spring and
summer months. Our customers tend to promote the recycling programs more aggressively during the warmer months because they believe more people want to clean up
their garages and basements during that time of the year. However, some customers have shifted to marketing their appliance recycling programs year-round.
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We monitor country-specific economic factors such as retail trends, consumer confidence, manufacturing by the major appliance companies, sales of existing homes and
mortgage interest rates as key indicators of industry demand, particularly in our retail segment. Competition in the home appliance industry is intense in the four markets we
serve. This includes competition from not only independent retailers, but also from such major retailers as Sears, Best Buy, Home Depot and Lowe’s. We also closely
monitor the metals and various other scrap markets because of the type of components recovered in our recycling process. This includes monitoring the American Metals
Market and the regions throughout the U.S. where we have our recycling centers.
Reporting Period. Operating results for the three-month periods ended April 2, 2011 and April 3, 2010 are presented using 13-week periods. The results of operations for any
interim period are not necessarily indicative of the results for the year.
Subsidiaries. ARCA Canada Inc., a Canadian corporation, is a wholly-owned subsidiary. ARCA Canada was formed in September 2006 to provide turnkey recycling services
for electric utility energy efficiency programs. ARCA California, Inc., a California corporation, is a wholly-owned subsidiary. ARCA California was formed in
November 1991 to provide turnkey recycling services for electric utility efficiency programs. The operating results of ARCA Canada and ARCA California are consolidated
in our financial statements.
Variable Interest Entity. On October 21, 2009, we entered into an Appliance Sales and Recycling Agreement (the “Agreement”) with General Electric Company acting
through its GE Consumer & Industrial business. Under the Agreement, GE sells all of its recyclable appliances generated in six states in the northeastern United States to us,
and we collect, process and recycle such recyclable appliances. The Agreement requires that we will only recycle, and will not sell for re-use or resale, the recyclable
appliances purchased from GE. We established a regional processing center (“RPC”) located in Philadelphia, Pennsylvania, through a joint venture agreement. The joint
venture, ARCA Advanced Processing, LLC, was formed in October 2009 between ARCA and 4301 Operations, LLC to support the Agreement. Both ARCA and 4301 have a
50% interest in AAP. The term of the Agreement is for six years from the first date of appliance collection, which was March 31, 2010. AAP commenced operations in
February 2010 and has the exclusive rights to service the Agreement as a subcontractor for us. The financial position and results of operations of AAP are consolidated in our
financial statements based on our conclusion that AAP is a variable interest entity and because we have the ability to significantly influence the economic performance of the
entity through our contractual agreement with GE. As of April 2, 2011, AAP was in the process of installing an UNTHA Recycling Technology (“URT”) materials recovery
system for refrigerators and freezers to enhance the capabilities of the RPC. We believe the URT materials recovery system will be fully operational during the second quarter
of 2011.
Recent Financing. On January 24, 2011, we entered into a Revolving Credit, Term Loan and Security Agreement (“Revolving Credit Agreement”) with PNC Bank, National
Association (“PNC”) that provides us with a $15.0 million revolving line of credit and a $2.55 million term loan. The Revolving Credit Agreement has a stated maturity date
of January 24, 2014, if not renewed. The Revolving Credit Agreement is collateralized by a security interest in substantially all of our assets, and PNC is also secured by an
inventory repurchase agreement with Whirlpool Corporation for Whirlpool purchases only. We also issued a $0.8 million letter of credit in favor of Whirlpool Corporation.
The Revolving Credit Agreement requires, starting with the fiscal quarter ending April 2, 2011 and continuing at the end of each fiscal quarter thereafter, that we meet a
minimum fixed charge coverage ratio of 1.10 to 1.00, measured on a trailing twelve-month basis. The Revolving Credit Agreement limits investments we can purchase, the
amount of other debt we can incur and the amount we can spend on fixed assets, along with prohibiting the payment of dividends. In connection with the Revolving Credit
Agreement, we repaid our existing General Credit and Security Agreement dated August 30, 1996, as amended, with Spectrum Commercial Services and also repaid our
existing mortgage with General Electric of $1.5 million which resulted in $1.0 million of additional borrowings under the revolving line of credit. Also in connection with the
Revolving Credit Agreement, we guaranteed a $2.1 million loan between PNC (previously with Spectrum Commercial Services) and AAP. The guarantee was provided by
reducing the availability under the Revolving Credit Agreement by $2.1 million until the loan is repaid by AAP. The loan between PNC and AAP was repaid by AAP on
March 10, 2011 as described below.
On March 10, 2011, ARCA Advanced Processing, LLC entered into three separate commercial term loans (“Term Loans”) with Susquehanna Bank, pursuant to the guidelines
of the U.S. Small Business Administration 7(a) Loan Program. The total amount of the Term Loans is $4.75 million, split into three separate loans for $2.10 million, $1.40
million and $1.25 million. AAP used the amount borrowed to repay $3.78 million of short-term debt and the remaining amount to repay ARCA for loans that are eliminated
in the consolidated financial statements and for working capital purposes. The Term
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Loan matures in ten years and the interest rate is Prime plus 2.75%. The total monthly interest and principal payments are $53,700 and begin on July 1, 2011. AAP will pay
interest only between March 10, 2011 and June 30, 2011.
Results of Operations
The following table sets forth our consolidated financial data as a percentage of total revenues for the fiscal quarters ended April 2, 2011 and April 3, 2010:
Three Months Ended
April 2,
April 3,
2011
2010

Revenues:
Retail
Recycling
Byproduct
Total revenues
Cost of revenues
Gross profit
Selling, general and administrative expenses
Operating income

64.2 %
19.2
16.6
100.0
70.0
30.0
24.9
5.1

77.7 %
15.7
6.6
100.0
70.5
29.5
28.0
1.5

Other income (expense):
Interest expense, net
Other income (expense), net
Income before income taxes and noncontrolling interest

(1.1 )
(0.1 )
3.9

(1.0 )
0.1
0.6

Provision for income taxes
Net income
Net (income) loss attributable to noncontrolling interest
Net income attributable to controlling interest

1.5
2.4
(0.2 )
2.2 %

0.3
0.3
0.1
0.4 %

The following table sets forth the key results of operations by segment for the fiscal quarters ended April 2, 2011 and April 3, 2010 (dollars in millions):

Three Months Ended
April 2,
2011

Revenues:
Retail
Recycling
Total revenues

$
$

Operating income (loss):
Retail
Recycling
Unallocated corporate costs
Total operating income

$
$

April 3,
2010

19.6
10.3
29.9

$

0.2
1.4
(0.1 )
1.5

$

$

$

% Change

21.5
5.8
27.3

(8.5 )%
77.0 %
9.8 %

0.2
0.3
(0.1 )
0.4

(12.3 )%
480.2 %
(34.7 )%
287.8 %

Our total revenues of $29.9 million for the first quarter ended April 2, 2011 increased $2.6 million or 9.8% compared to $27.3 million for the first quarter ended April 3,
2010. Retail segment revenues accounted for 65.6% of total revenues in the first quarter of 2011 compared to 78.6% in the first quarter of 2010. Recycling segment revenues
and retail segment revenues each include a portion of byproduct revenues. Retail segment revenues of $19.6 million for the first quarter of 2011 decreased $1.9 million or
8.5% compared to $21.5 million for the first quarter of 2010. The decrease in retail segment revenues is due primarily to a boost in sales during the first quarter of 2010 from
state-administered ENERGY STAR ®
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appliance rebates that were not repeated in the first quarter of 2011. Recycling segment revenues of $10.3 million for first quarter of 2011 increased $4.5 million or 77.0%
compared to $5.8 million for the first quarter of 2010. The increase in recycling segment revenues is attributed primarily to the following three factors; (1) growth in revenues
at AAP, (2) growth in replacement revenues as a result of higher volumes from a California utility customer’s refrigerator replacement program and (3) the sale of carbon
offsets.
Revenues. Revenues for the fiscal quarters ended April 2, 2011 and April 3, 2010 were as follows (dollars in millions):
Three Months Ended
April 3,
2010

April 2,
2011

Retail
Recycling
Byproduct

$
$

19.2
5.7
5.0
29.9

$
$

21.2
4.3
1.8
27.3

% Change

(9.3 )%
33.7 %
177.4 %
9.8 %

Retail Revenues. Our retail revenues of $19.2 million for the first quarter ended April 2, 2011 decreased $2.0 million or 9.3% compared to $21.2 million for the first quarter
ended April 3, 2010. The decline in retail revenues was due primarily to a boost in sales during the first quarter of 2010 from state-administered ENERGY STAR® appliance
rebates that were not repeated in the first quarter of 2011. We operated nineteen ApplianceSmart Factory Outlets operating during the entire first fiscal quarters of 2011 and
2010. We estimate that the impact of the state-administered appliance rebates in March 2010 resulted in approximately $1.1 in revenues. Adjusting for the estimated boost in
2010 revenues, comparable store revenues in the first quarter of 2011 declined 4.1% compared to the first quarter of 2010. We plan to promote sales at our ApplianceSmart
Factory Outlet stores during the remainder of 2011 through revamping our branding and advertising messages. We do not expect a significant change in the level of retail
revenues for the remainder of 2011.
Our factory outlets carry a wide range of the latest models of new product, and new special-buy appliances, which include prior-year models, close-outs, factory overruns and
scratch-and-dent units. All of these appliances are new; we do not sell used appliances.
We continue to purchase the majority of new appliances from Whirlpool, GE and Electrolux. We have no minimum purchase requirements with any of these manufacturers.
We believe purchases from these three manufacturers will provide an adequate supply of high-quality appliances for our retail factory outlets; however, there is a risk that one
or more of these sources could be curtailed or lost.
Recycling Revenues. Our recycling revenues of $5.7 million for the first quarter ended April 2, 2011 increased $1.4 million or 33.7% compared to $4.3 million for the first
quarter ended April 3, 2010. Recycling revenues are comprised of two components: (1) appliance recycling revenues generated by collecting and recycling appliances for
utilities and other sponsors of energy efficiency programs and (2) replacement program revenues generated by recycling and replacing old appliances with new energy
efficient models for programs sponsored by utility companies. Appliance recycling revenues of $3.6 million increased 12.9% or $0.4 million in the first quarter of 2011
compared to $3.2 million in the first quarter of 2010, due primarily to stronger revenues from our California, Illinois, North Carolina and New York recycling contracts.
Replacement program revenues of $2.1 million increased 97.2% or $1.0 million in the first quarter of 2011 compared to $1.1 million in the first quarter of 2010, primarily as
the result of higher volumes from a California utility customer’s refrigerator replacement program. We re-signed a three-year contract with that customer in the fourth quarter
of 2010 and had expected revenues from that contract to increase beginning early in 2011. We are pursuing new appliance recycling and replacement programs throughout
North America but cannot predict if we will be successful in signing new contracts, renewing existing contracts or maintaining the current volumes under our existing
contracts.
Byproduct Revenues. Our byproduct revenues of $5.0 million for the first quarter ended April 2, 2011 increased $3.2 million or 177.4% from $1.8 million compared to the
first quarter ended April 3, 2010. The increase in byproduct revenues was primarily the result of higher recycling volumes, higher revenues generated at AAP and the sale of
carbon offsets. Byproduct revenues include all of the revenues generated by AAP. Revenues from AAP of $2.7 million in the first quarter of 2011 increased 271.0% or $2.0
million compared to $0.7 million in the first quarter of 2010. AAP commenced
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operations on February 8, 2010. Byproduct revenues also included our first transaction related to the sale of carbon offsets, which were created by the destruction of ozonedepleting refrigerants acquired through various recycling programs. This resulted in $0.4 million of byproduct revenue and a net of tax income contribution of $0.2 million
for the first quarter of 2011. We anticipate that we will be able to realize future revenues from the sale of carbon offsets, although the frequency of these transactions will vary
based on volume levels and market conditions. We cannot predict scrap metal prices, but do not expect significant fluctuations in 2011 as compared to 2010 levels.
Gross Profit. Our gross profit of $9.0 million for the first quarter ended April 2, 2011 increased $1.0 million or 11.9% compared to $8.0 million for the first quarter ended
April 3, 2010. Gross profit as a percentage of total revenues increased to 30.0% in the first quarter of 2011 compared to 29.5% in the first quarter of 2010. The increase in

overall gross profit percentage was partially offset by lower profit margins at AAP. We expect the gross profit percentage at AAP to improve over the next few quarters with
the installation of the URT materials recovery system for refrigerators and freezers. Excluding AAP, overall gross profit percentage increased to 32.0% in the first quarter of
2011 compared to 30.0% in the first quarter of 2010. The increase, excluding AAP, was due primarily to higher recycling and byproduct revenues, including the sales of
carbon offsets. The gross profit percentage for the retail segment increased to 28.4% for the first quarter of 2011 compared to 28.1% for the first quarter of 2010. The gross
profit percentage for the recycling segment, including AAP, decreased to 33.1% in the first quarter of 2011 compared to 34.5% in the first quarter of 2010, primarily related to
the lower profit margins generated by AAP when compared to ARCA’s utility recycling operations. Excluding AAP, our recycling segment gross profit percentage increased
to 41.0% in the first quarter of 2011 compared to 37.8% in the first quarter of 2010, driven primarily by the sale of carbon offsets, higher recycling revenues and higher
byproduct revenues. The $0.4 million sale of carbon offsets contributed approximately a three-basis-point improvement in our recycling gross profit percentage and the
remainder of the improvement was the result of higher recycling and byproduct revenues.
Recycling gross profit percentages are typically higher than retail gross profit percentages. Our gross profit as a percentage of total revenues for future periods can be affected
favorably or unfavorably by numerous factors, including:
1.
2.
3.
4.
5.

The mix of retail products we sell.
The prices at which we purchase product from the major manufacturers who supply product to us.
The volume of appliances we receive through our recycling contracts.
The volume and market price of scrap metals and plastics.
The frequency and market prices for the sale of carbon offsets.

Unless we can significantly increase our appliance purchasing and sales volume, resulting in higher-level rebates, we believe our retail gross profit percentages in 2011 will be
consistent or slightly better than 2010. We expect our recycling gross profit percentages to improve slightly in 2011 as AAP becomes more efficient as we complete the
construction and installation of the URT materials recovery system.
Selling, General and Administrative Expenses. Our selling, general and administrative (“SG&A”) expenses of $7.5 million for the first quarter ended April 2, 2011 decreased
$0.1 million or 2.4% compared to $7.6 million for the first quarter ended April 3, 2010. Our SG&A expenses as a percentage of total revenues decreased to 24.9% in the first
quarter of 2011 compared to 28.0% in the first quarter of 2010. Selling expenses of $4.9 million in the first quarter of 2011 decreased 6.7% or $0.3 million compared to $5.2
million in the first quarter of 2010. The decrease in selling expenses was due primarily to lower retail store operating expenses and reducing advertising expenses. General
and administrative expenses of $2.6 million in the first quarter of 2011 increased 6.8% or $0.2 million compared to $2.4 million in the first quarter of 2010. The increase in
general and administrative expenses was due primarily to the impact of restoring compensation reductions as compared to the first quarter of 2010. We do not expect a
significant change in the percentage of our SG&A expenses for the remainder of 2011.
Interest Expense. Our interest expense increased $52,000 to $319,000 for the first quarter ended April 2, 2011 compared to $267,000 for the first quarter ended April 3, 2010.
The increase was due primarily to two factors: (1) the amortization of $46,000 of non-cash interest expense related to debt issuance costs from the PNC and Susquehanna
Bank financings and (2) the inclusion of interest payments related to the repayment of debt in the first quarter of 2011. We expect interest expense to increase in 2011 as
compared to 2010 as a result of amortizing non-cash interest expense related to the PNC and Susquehanna Bank financings along with the interest paid to Susquehanna Bank.
We cannot predict our 2011 line of credit borrowings or
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what will happen with interest rates on our revolving line of credit in 2011. We anticipate that the weighted average interest rate on our revolving line of credit will be lower
for the remainder of 2011 as compared to 2010.
Provision for Income Taxes. Our provision for income taxes increased $0.3 million to $0.4 million for the first quarter ended April 2, 2011 compared to $0.1 million for the
first quarter ended April 3, 2010. The increase was related primarily to taxable income generated in the United States. We recorded a $0.3 million tax provision related to
taxable income from our U.S operations and $0.1 million related to our Canadian operations. During first quarter of 2011, we also recognized $36,000 related to windfall tax
benefits from share-based compensation, which were recorded to Common Stock on the consolidated balance sheets. As of April 2, 2011, we have utilized all of our
available net operating loss carryforwards. We continue to evaluate both positive and negative evidence related to retaining a valuation allowance against the portion of our
deferred tax assets that are more-likely-than-not unable to be realized in future years. We have recorded a full valuation allowance against our U.S. net deferred tax assets due
to the uncertainty of their realization as of April 2, 2011 and January 1, 2011. The realization of deferred tax assets is dependent upon sufficient future taxable income during
the periods when deductible temporary differences and carryforwards are expected to be available to reduce taxable income.
Noncontrolling Interest. Noncontrolling interest represents 4301’s share of AAP’s net (income) loss. Under the AAP joint venture agreement, ARCA and 4301 each have a
50% interest in AAP. AAP reported net income of $126,000 for the first quarter ended April 2, 2011, of which $63,000 represented the income attributable to noncontrolling
interest. AAP reported a net loss of $43,000 for the first quarter ended April 2, 2010, of which $22,500 represented the loss attributable to noncontrolling interest.
Liquidity and Capital Resources
Summary. Cash and cash equivalents as of April 2, 2011 were $4.2 million compared to $3.1 million as of January 1, 2011. Working capital, the excess of current assets over
current liabilities, increased to $6.5 million as of April 2, 2011 compared to $1.3 million as of January 1, 2011. The improvement in working capital was related primarily to
two factors: (1) repaying several of AAP’s short-term loans with $4.75 million in proceeds from the three Susquehanna Bank term loans, which mature over ten years, and
(2) cash generated from operations as a result of the improvement in net income for the first quarter of 2011. Working capital, excluding AAP, increased $1.4 million to $7.3
million as of April 2, 2011 compared to $5.9 million as of January 1, 2011 due primarily to lowering the balance on our revolving line of credit. The current portion of our
borrowings decreased $5.1 million to $9.4 million as of April 2, 2011 compared to $14.5 million as of January 1, 2011. The decrease was related primarily to the repayment
of $3.78 million of current borrowings from AAP and a decrease in the outstanding balance on our revolving line of credit.
The following table summarizes our cash flows for the three months ended April 2, 2011 and April 3, 2010 (in millions):
April 2,
2011

Total cash and cash equivalents provided by (used in):
Operating activities
Investing activities
Financing activities
Effect of exchange rates on cash and cash equivalents
Increase in cash and cash equivalents

$

$

April 3,
2010

2.2
(0.6 )
(0.6 )
0.1
1.1

$

$

6.2
(1.1 )
(3.6 )
0.1
1.6

The decline in cash provided by operating activities of $4.0 million for the three months ended April 2, 2011 compared to the three months ended April 3, 2010 was due
primarily to $2.4 million of more cash used in accounts receivable and $1.2 million of less cash provided by inventory. The improvement in cash used in investing activities
of $0.5 million for the three months ended April 2, 2011 compared to the three months ended April 3, 2010 was attributed primarily to release of $0.4 million in restricted
cash. The improvement in cash used in financing activities of $3.0 million for the three months ended April 2, 2011 compared to the three months ended April 3, 2010 was
due primarily to lower net payments of $2.6 million under our line of credit and the reversal of $0.4 million in checks issued in excess of bank balance.
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Sources of Liquidity. Our principal sources of liquidity are cash from operations and borrowings under our revolving line of credit. Our principal liquidity requirements
consist of long-term debt obligations, capital expenditures and working capital. We believe, based on the anticipated sales per retail store, the anticipated revenues from our
recycling contracts and our anticipated gross profit, that our cash balance, anticipated funds generated from operations and our revolving line of credit will be sufficient to
finance our operations, long-term debt obligations and capital expenditures through at least the next twelve months. Our total capital requirements for the next twelve months
will depend upon, among other things as discussed below, the number and size of retail stores operating, the recycling volumes generated from recycling contracts and our
needs related to AAP. Currently, we have nineteen retail stores and ten recycling centers, including AAP, in operation. We may need additional capital to finance our
operations if our revenues are lower than anticipated, our expenses are higher than anticipated or we pursue new opportunities. Sources of additional financing, if needed in
the future, may include further debt financing or the sale of equity (Common or Preferred Stock) or other financing opportunities. There can be no assurance that such
additional sources of financing will be available on terms satisfactory to us or permitted by our Revolving Credit Agreement.
Outstanding Indebtedness. On January 24, 2011, we entered into a Revolving Credit, Term Loan and Security Agreement (“Revolving Credit Agreement”) with PNC Bank,
National Association (“PNC”) that provides us with a $15.0 million revolving line of credit and a $2.55 million Term Loan. The Term Loan is described later in this section.
The Revolving Credit Agreement has a stated maturity date of January 24, 2014, if not renewed. The Revolving Credit Agreement is collateralized by a security interest in
substantially all of our assets and PNC is also secured by an inventory repurchase agreement with Whirlpool Corporation for Whirlpool purchases only. We also issued a
$750,000 letter of credit in favor of Whirlpool Corporation. The interest rate on the revolving line of credit is PNC Base Rate plus 1.75%, or 1-, 2- or 3-month PNC LIBOR
Rate plus 2.75%. The PNC Base Rate shall mean, for any day, a fluctuating per annum rate of interest equal to the highest of (i) the interest rate per annum announced from
time to time by PNC at its prime rate, (ii) the Federal Funds Open Rate plus ½ of 1%, and (iii) the one month LIBOR rate plus 100 basis points (1%). As of April 2, 2011, the
outstanding balance under the Revolving Credit Agreement was $8.3 million with a weighted average interest rate of 3.30%, which included both PNC LIBOR Rate and PNC
Base Rate loans. The amount of revolving borrowings under the Revolving Credit Agreement is based on a formula using accounts receivable and inventories. We may not
have access to the full $15.0 million revolving line of credit due to the formula using accounts receivable and inventories, the amount of the letter of credit issued in favor of
Whirlpool Corporation and the amount of outstanding loans between PNC and our AAP joint venture. As of April 2, 2011, our available borrowing capacity under the
Revolving Credit Agreement was $3.5 million. The Revolving Credit Agreement requires, starting with the fiscal quarter ending April 2, 2011 and continuing at the end of
each quarter thereafter, that we meet a minimum fixed charge coverage ratio of 1.10 to 1.00, measured on a trailing twelve month basis. The fixed charge coverage ratio for
the first quarter ended April 2, 2011 was 8.45 to 1.00. The Revolving Credit Agreement limits investments we can purchase, the amount of other debt we can incur and the
amount we can spend on fixed assets along with prohibiting the payment of dividends. As of April 2, 2011, we were in compliance with all the covenants of the Revolving
Credit Agreement.
In connection with the Revolving Credit Agreement, we repaid the General Credit and Security Agreement, (“Credit Agreement”) as amended, entered into on August 30,
1996 with Spectrum Commercial Services (“SCS”) that provided us with an $18.0 million line of credit. The Credit Agreement had a stated maturity date of December 31,
2010, if not renewed or extended, and provided that SCS may demand payment in full of the entire balance at any time. We extended the Credit Agreement until January 24,
2011. As of January 1, 2011, the outstanding balance under the Credit Agreement was $10.1 million with a stated interest rate of 6.75% (the greater of prime plus 3.50
percentage points or 6.75%). As of January 1, 2011, our unused borrowing capacity under the Credit Agreement was $0.4 million. As of January 1, 2011, we were in
compliance with all the covenants of the Credit Agreement.
In connection with the Revolving Credit Agreement, we also guaranteed a $2.1 million loan between PNC (previously with SCS) and AAP. The guarantee was provided by
reducing our available borrowings under the Revolving Credit Agreement by $2.1 million until the loan is repaid by AAP. The loan between PNC and AAP was repaid by
AAP on March 10, 2011 as described later in this section.
On January 24, 2011, we entered into a $2.55 million term loan with PNC Bank to refinance the existing mortgage on our California facility. The term loan is payable as
follows, subject to acceleration upon the occurrence of an event of default or termination of the Revolving Credit Agreement: 119 consecutive monthly principal payments of
$21 plus interest commencing on February 1, 2011 and continuing on the first day of each month thereafter followed by a 120th payment of
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all unpaid principal, interest and fees on January 1, 2021. The term loan is collateralized with our California facility located in Compton, California. The term loan bears
interest at PNC Base Rate plus 2.25%, or 1-, 2- or 3-month PNC LIBOR Rate plus 3.25%. As of April 2, 2011, the interest rate was 5.50%, based on the PNC Base Rate of
3.25% plus 2.25%. In connection with the $2.55 million term loan, we repaid our existing 6.85% mortgage of $1.5 million that resulted in $1.0 million of additional
borrowings under our Revolving Credit Agreement described above.
On March 10, 2011, ARCA Advanced Processing, LLC entered into three separate commercial term loans (“Term Loans”) with Susquehanna Bank, pursuant to the guidelines
of the U.S. Small Business Administration 7(a) Loan Program. The total amount of the Term Loans is $4.75 million, split into three separate loans for $2.10 million; $1.40
million; and $1.25 million. AAP repaid $3.78 million of short-term debt and repaid $0.44 million to ARCA for loans that were eliminated in the consolidated financial
statements. The Term Loan matures in ten years and bears and an interest rate of Prime plus 2.75%. As of April 2, 2011, the interest rate was 6.00%. The total monthly
interest and principal payments are $53,700 and begin on July 1, 2011. AAP will pay interest only between March 10, 2011 and June 30, 2011.
On December 13, 2010, we guaranteed a 3.00% note, due February 2011, of $0.3 million between Central Bank and AAP. The guarantee was provided by pledging $0.3
million of our cash balance at Central Bank until the loan was repaid by AAP. In connection with the Term Loans AAP entered into with Susquehanna Bank the $0.3 million
loan from Central Bank was repaid by AAP.
The following table summarizes our borrowings as of April 2, 2011 and January 1, 2011 (in millions):
April 2,
2011

Line of Credit
PNC term loan
Mortgage
Susquehanna Bank Term Loans (1)
Other Loans (1)
Capital leases and other financing obligations

$

Less: current portion of debt
$

January 1,
2011

8.3
2.5
—
4.8
0.9
0.5
17.0
9.4
7.6

$

$

10.1
—
1.5
—
4.7
0.7
17.0
14.5
2.5

(1) Represents loans from consolidating AAP.
Item 3.

Quantitative and Qualitative Disclosures About Market Risk

Market Risk and Impact of Inflation
Interest Rate Risk. We do not believe there is any significant risk related to interest rate fluctuations on our long-term fixed-rate debt. There is interest rate risk on the line of
credit, PNC term loan and Susquehanna Bank term loans, since our interest rate floats. The outstanding balance on our floating rate loans as of April 2, 2011 was
approximately $15.6 million. Based on average floating rate borrowings of $15.6 million, a hypothetical 100 basis point change in the applicable interest rate would have
caused our interest expense to change by approximately $40,000 for the three months ended April 2, 2011.
Foreign Currency Exchange Rate Risk. We currently generate revenues in Canada. The reporting currency for our consolidated financial statements is U.S. dollars. It is not
possible to determine the exact impact of foreign currency exchange rate changes; however, the effect on reported revenue and net earnings can be estimated. We estimate
that the overall strength of the U.S. dollar against the Canadian dollar had an immaterial impact on the revenues and net income for the three months ended April 2, 2011. We
do not currently hedge foreign currency fluctuations and do not intend to do so for the foreseeable future.
We do not hold any derivative financial instruments nor do we hold any securities for trading or speculative purposes.
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Item 4.

Controls and Procedures

Evaluation of Disclosure Controls and Procedures
We have established disclosure controls and procedures that are designed to provide reasonable assurance that information required to be disclosed by us in the reports we file
or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information
is accumulated and communicated to our management, including our Chief Executive Officer (principal executive officer) and Chief Financial Officer (principal financial
officer), to allow timely decisions regarding required disclosure.
Our management, including our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) promulgated under the Exchange Act), at April 2, 2011. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer
concluded that, at April 2, 2011, our disclosure controls and procedures were effective at the reasonable assurance level.
Changes in Internal Control Over Financial Reporting
During the first quarter of fiscal 2011, there was no change in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) that
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions or that the degree of compliance with the policies or procedures
may deteriorate.
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PART II.

Other Information

Item 1.

Legal Proceedings

In December 2009, a lawsuit was commenced against us in the Fourth Judicial District Court of Hennepin County, Minnesota by RKL Landholdings, LLC and Emad Y. Abed
(“Plaintiffs”), alleging that we breached an agreement to sell our St. Louis Park, Minnesota property to the Plaintiffs. We sold this property to a third party in September 2009,
have received the proceeds from the sale, and are currently leasing the property from such third party. Edward Cameron, our Chief Executive Officer, was also named as a
defendant in the lawsuit. The Plaintiff’s claims were based on a Purchase Agreement and extensions thereto between the Plaintiffs and us, which Purchase Agreement and
extensions had expired by their own terms. The Plaintiffs asserted various claims, including promissory estoppel, unjust enrichment, conversion, fraud, tortious interference
with prospective advantage, and breach of contract. On August 6, 2010, the Hennepin County District Court entered a summary judgment in favor of Mr. Cameron and us
and dismissed all of Plaintiffs’ claims. The Plantiffs have appealed the Court’s ruling and we believe the summary judgment will be upheld on appeal.
In March 2012, the Company commenced an action against AmTim Capital, Inc. seeking an Order from the Hennepin County State District Court that the manner in which
the Company calculates certain overhead costs for its Canadian operations fully comports with ARCA’ s contracts with AmTim. For the past several years, the Company has
contracted with AmTim to provide certain services in support of the Company’s Canadian operations. The parties dispute the manner in which AmTim’s compensation is
calculated pursuant to the terms of the agreements between the Company and AmTim. As a result, AmTim claims current and past amounts due from the Company. The
Company is confident that the manner in which the Company has calculated and paid AmTim for its services is correct under its agreements with AmTim and has asked for
judicial confirmation of same in the Minnesota Courts. AmTim has commenced a similar action against the Company, in Ontario, Canada. The Company believes there is no
merit to AmTim’s claims and is confident that it will prevail in the actions which have been commenced in this regard.
We are party from time to time to other ordinary course disputes that we do not believe to be material.
Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

None.
Item 3.

Defaults Upon Senior Securities

None.
Item 5.

Other Information

None.
Item 6.

Exhibits

Exhibit
Number

Description

10.13*

ARCA Advanced Processing, LLC entered into three separate commercial term loans (“Term Loans”) with Susquehanna Bank, pursuant to the guidelines of
the U.S. Small Business Administration 7(a) Loan Program. The total amount of the Term Loans is $4,750,000, split into three separate loans for $2,100,000;
$1,400,000; and $1,250,000.

31.1*

Certification by Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2*

Certification by Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1†

Certification by Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2†

Certification by Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

* Filed herewith.
† Furnished herewith.
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SIGNATURES
Pursuant to the requirements of Section 13 or Section 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on our behalf by
the undersigned, thereunto duly authorized.
Dated: May 13, 2011

APPLIANCE RECYCLING CENTERS OF AMERICA, INC.
(Registrant)
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By

/s/ Edward R. Cameron
Edward R. Cameron
President and Chief Executive Officer

By

/s/ Peter P. Hausback
Peter P. Hausback
Executive Vice President, Chief Financial Officer
and Principal Accounting Officer

Exhibit 10.13

U.S. Small Business Administration
NOTE

SBA Loan #

44712650-04

SBA Loan Name

ARCA Advanced Processing, LLC

Date

03/10/11

Loan Amount

$2,100,000.00

Interest Rate

Prime Rate plus 2.75%

Borrower

ARCA Advanced Processing, LLC

Operating Company

N/A

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

1.

PROMISE TO PAY:
In return for the Loan, Borrower promises to pay to the order of Lender the amount of Two Million One Hundred Thousand Dollars, interest on the unpaid principal
balance, and all other amounts required by this Note.

2.

DEFINITIONS:
“Collateral” means any property taken as security for payment of this Note or any guarantee of this Note.
“Guarantor” means each person or entity that signs a guarantee of payment of this Note.
“Loan” means the loan evidenced by this Note.
“Loan Documents” means the documents related to this loan signed by Borrower, any Guarantor, or anyone who pledges collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

3.

PAYMENT TERMS:
Borrower must make all payments at the place Lender designates. The payment terms for this Note are:
The interest rate on this Note will fluctuate. The initial interest rate is 6.00% per year. This initial rate is the Prime Rate in effect on the first business day of the month
in which SBA received the loan application, plus 2.75%. The initial interest rate must remain in effect until the first change period begins.
Borrower must pay a total of 3 payments of interest only on the disbursed principal balance beginning one month from the month this Note is dated and every month
thereafter; payments must be made on the first calendar day in the months they are due.
Borrower must pay principal and interest payments of $23,751.28 every month, beginning four months from the month this Note is dated; payments must be made on
the first calendar day in the months they are due.
Lender will apply each installment payment first to pay interest accrued to the day Lender receives the payment, then to bring principal current, then to pay any late
fees, and will apply any remaining balance to reduce principal.
The interest rate will be adjusted every calendar quarter (the “change period”).
The “Prime Rate” is the prime rate in effect on the first business day of the month (as published in the Wall Street Journal) in which SBA received the application, or
any interest rate change occurs. Base Rates will be rounded to two decimal places with .004 being rounded down and .005 being rounded up.
The adjusted interest rate will be 2.75% above the Prime Rate. Lender will adjust the interest rate on the first calendar day of each change period. The change in
interest rate is effective on that day whether or not Lender gives Borrower notice of the change.
Lender must adjust the payment amount at least annually as needed to amortize principal over the remaining term of the note.
If SBA purchases the guaranteed portion of the unpaid principal balance, the interest rate becomes fixed at the rate in effect at the time of the earliest uncured payment
default. If there is no uncured payment default, the rate becomes fixed at the rate in effect at the time of purchase.
Loan Prepayment:
Notwithstanding any provision in this Note to the contrary:
Borrower may Prepay this Note. Borrower may prepay 20% or less of the unpaid principal balance at any time without notice. If Borrower prepays more than 20%
and the Loan has been sold on the secondary market, Borrower must:
a.
Give Lender written notice;
b.
Pay all accrued interest; and
c.
If the prepayment is received less than 21 days from the date Lender receives the notice, pay an amount equal to 21 days’ interest from the date lender
receives the notice, less any interest accrued during the 21 days and paid under subparagraph b., above.
If Borrower does not prepay within 30 days from the date Lender receives the notice, Borrower must give Lender a new notice.
All remaining principal and accrued interest is due and payable 10 years from date of Note.

Late Charge: If a payment on this Note is more than 10 days late, Lender may charge Borrower a late fee of up to 5.00% of the unpaid portion of the regularly
scheduled payment.
4.

DEFAULT:
Borrower is in default under this Note if Borrower does not make a payment when due under this Note, or if Borrower or Operating Company:
A.
Fails to do anything required by this Note and other Loan Documents;
B.
Defaults on any other loan with Lender;
C.
Does not preserve, or account to Lender’s satisfaction for, any of the Collateral or its proceeds;
D.
Does not disclose, or anyone acting on their behalf does not disclose, any material fact to Lender or SBA;
E.
Makes, or anyone acting on their behalf makes, a materially false or misleading representation to Lender or SBA;
F.
Defaults on any loan or agreement with another creditor, if Lender believes the default may materially affect Borrower’s ability to pay this Note;
G.
Fails to pay any taxes when due;
H.
Becomes the subject of a proceeding under any bankruptcy or insolvency law;
I.
Has a receiver or liquidator appointed for any part of their business or property;
J.
Makes an assignment for the benefit of creditors;
K.
Has any adverse change in financial condition or business operation that Lender believes may materially affect Borrower’s ability to pay this Note;
L.
Reorganizes, merges, consolidates, or otherwise changes ownership or business structure without Lender’s prior written consent; or
M.
Becomes the subject of a civil or criminal action that Lender believes may materially affect Borrower’s ability to pay this Note.

5.

LENDER’S RIGHTS IF THERE IS A DEFAULT:
Without notice or demand and without giving up any of its rights, Lender may:
A.
Require immediate payment of all amounts owing under this Note;
B.
Collect all amounts owing from any Borrower or Guarantor;
C.
File suit and obtain judgment;
D.
Take possession of any Collateral; or
E.
Sell, lease, or otherwise dispose of, any Collateral at public or private sale, with or without advertisement.

6.

LENDER’S GENERAL POWERS:
Without notice and without Borrower’s consent, Lender may:
A.
Bid on or buy the Collateral at its sale or the sale of another lienholder, at any price it chooses;
B.
Incur expenses to collect amounts due under this Note, enforce the terms of this Note or any other Loan Document, and preserve or dispose of the Collateral.
Among other things, the expenses may include payments for property taxes, prior liens, insurance, appraisals, environmental remediation

costs, and reasonable attorney’s fees and costs. If Lender incurs such expenses, it may demand immediate repayment from Borrower or add the expenses to
the principal balance;
Release anyone obligated to pay this Note;
Compromise, release, renew, extend or substitute any of the Collateral; and
Take any action necessary to protect the Collateral or collect amounts owing on this Note.

C.
D.
E.
7.

WHEN FEDERAL LAW APPLIES:
When SBA is the holder, this Note will be interpreted and enforced under federal law, including SBA regulations. Lender or SBA may use state or local procedures for
filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any federal immunity from
state or local control, penalty, tax, or liability. As to this Note, Borrower may not claim or assert against SBA any local or state law to deny any obligation, defeat any
claim of SBA, or preempt federal law.

8.

SUCCESSORS AND ASSIGNS:
Under this Note, Borrower and Operating Company include the successors of each, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
All individuals and entities signing this Note are jointly and severally liable.
B.
Borrower waives all suretyship defenses.
C.
Borrower must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire, perfect, or maintain Lender’s
liens on Collateral.
D.
Lender may exercise any of its rights separately or together, as many times and in any order it chooses. Lender may delay or forgo enforcing any of its rights
without giving up any of them.
E.
Borrower may not use an oral statement of Lender or SBA to contradict or alter the written terms of this Note.
F.
If any part of this Note is unenforceable, all other parts remain in effect.
G.
To the extent allowed by law, Borrower waives all demands and notices in connection with this Note, including presentment, demand, protest, and notice of
dishonor. Borrower also waives any defenses based upon any claim that Lender did not obtain any guarantee; did not obtain, perfect, or maintain a lien upon
Collateral; impaired Collateral; or did not obtain the fair market value of Collateral at a sale.

10.

STATE-SPECIFIC PROVISIONS:

NONE

11.

BORROWER’S NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated under this Note as Borrower.
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners

Brian Conners, Chief Manager

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44712650-04

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Appliance Recycling Centers of America, Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$2,100,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of Two Million One Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44712650-04

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Safe Disposal Systems, Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$2,100,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of Two Million One Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)
7.

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Guarantor:

Safe Disposal Systems, Inc.

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $2,100,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Signed, acknowledged and delivered in the presence of:
/s/ Denise Cascio
Witness

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44712650-04

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

4301 Operations, LLC

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$2,100,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of Two Million One Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;

3)
4)

C.

Execution of the Note;
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

Guarantor:

4301 Operations, LLC

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $2,100,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.
4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

Signed, acknowledged and delivered in the presence of:
/s/ Denise Cascio
Witness

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44712650-04

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

S.D.S. Service Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$2,100,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of Two Million One Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.

G.

LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

H.
I.
J.

10.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Guarantor:

S.D.S. Service Inc.

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $2,100,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.
S.D.S. Service Inc.
By:
Signed, acknowledged and delivered in the presence of:
/s/ Denise Cascio
Witness

/s/ Brian Conners
Brian Conners, President/Secretary

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44712650-04

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Scarabee Holdings, LLC

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$2,100,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of Two Million One Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44712650-04

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Brian Conners, a Pennsylvania state-chartered commercial banking corporation

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank

Date
Note Amount

$2,100,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of Two Million One Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:

A.

ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

B.
C.
D.
E.
F.
G.
H.
I.
J.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
/s/ Brian Conners
Brian Conners, individually

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44712650-04

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

James Ford

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$2,100,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of Two Million One Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;

C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.
5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
/s/ James Ford
James Ford, individually

SECURITY AGREEMENT - COMMERCIAL
This Security Agreement - Commercial (“Security Agreement”) is executed, made and delivered this 10th day of March, 2011 by ARCA Advanced Processing,
LLC, Safe Disposal Systems, Inc., 4301 Operations, LLC, S.D.S. Service Inc. and Scarabee Holdings, LLC (herein the “Debtor”), whose address is 4301 N. Delaware
Avenue, Bldg. A, Philadelphia, PA 19137, for the benefit of Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (the “Secured Party”),
whose address is 159 E. High Street, Pottstown, PA 19464.
FOR VALUE RECEIVED, the receipt, adequacy and sufficiency of which are hereby acknowledged, Debtor grants to Secured Party the security interest (and the
pledges and assignments as applicable) hereinafter set forth and agrees with Secured Party as follows:
A.
OBLIGATIONS SECURED. The security interest and pledges and assignments as applicable granted hereby are to secure punctual payment and
performance of the following (i) a certain promissory note from ARCA Advanced Processing, LLC, the (“Borrower”) of even date herewith in the original principal sum of
Two Million One Hundred Thousand Dollars and No Cents ($2,100,000.00) and payable to the order of Secured Party (the “Note”), and any and all extensions, renewals,
modifications and rearrangements thereof; and (ii) any and all other indebtedness, liabilities and obligations whatsoever of Debtor to Secured Party whether direct or indirect,
absolutely or contingent, primary or secondary, due or to become due and whether now existing or hereafter arising and howsoever evidenced or acquired, whether joint or
several, or joint and several (all of which are herein separately and collectively referred to as the “Obligations”). Debtor acknowledges that the security interest hereby
granted shall secure all future advances as well as any and all other indebtedness, liabilities and obligations of Debtor to Secured Party whether now in existence or hereafter
arising.
B.
USE OF COLLATERAL. Debtor represents, warrants and covenants that the Collateral will be used by the Debtor primarily for business, commercial, or
other similar purposes.
C.
DESCRIPTION OF COLLATERAL. Debtor hereby grants to Secured Party a security interest in (and hereby pledges and assigns as applicable) and
agrees that Secured Party shall continue to have a security interest in (and a pledge and assignment of, as applicable), the following property:
All Accounts. A security interest in all accounts now owned or existing as well as any and all that may hereafter arise or be acquired by Debtor, and all the proceeds
and products thereof, including without limitation, all notes, drafts, acceptances, instruments and chattel paper arising therefrom, and all returned or repossessed goods
arising from or relating to any which accounts, or other proceeds of any sale or other disposition of inventory.
All Inventory. A security interest in all of Debtor’s inventory, including all goods, merchandise, raw materials, goods in process, finished goods and other tangible
personal property, wheresoever located, now owned or hereafter acquired and held for sale or lease or furnished or to be furnished under contracts for service or used
or consumed in Debtor’s business, and all additions and accessions thereto, and all leases and contracts with respect thereto, and all documents of title evidencing. or
representing any part thereof, and all products and proceeds thereof, whether in the possession of the Debtor, warehouseman, bailee, or any other person.
All Equipment, Furniture, Fixtures and other Tangible Property. A security interest in all equipment, furniture, fixtures and other tangible property of every
nature and description whatsoever, now owned or hereafter acquired by Debtor, including all appurtenances and additions thereto, and substitutions therefor and
replacement thereof, wheresoever located, including all tools, parts and accessories used in connection therewith and including but not limited to the collateral listed on
Exhibit A” attached hereto.
General Intangibles. A security interest in all general intangibles and other personal property now owned or hereafter acquired by Debtor other than goods, accounts,
chattel paper, documents

or instruments.
Chattel Paper. A security interest in all of Debtor’s interest under chattel paper, lease agreements and other instruments or documents, whether now existing or
owned by Debtor or hereafter arising or acquired by Debtor, evidencing both a debt and security interest in or lease of specific goods.
Instruments. A pledge and assignment of and security interest in all of Debtor’s Instruments now owned or existing as well as hereafter acquired or arising
instruments and documents.
The term “Collateral” as used in this Agreement shall mean and include, and the security interest (and pledge and assignment as applicable) shall cover, all of the
foregoing property, as well as any accessions, additions and attachments thereto, and the proceeds and products thereof, including without limitation, all cash, general
intangibles, accounts, inventory, equipment, fixtures, farm products, notes, drafts, acceptances, securities, instruments, chattel paper, insurance proceeds payable because of
loss or damage, or other property, benefits or rights arising therefrom, and in and to all returned or repossessed goods arising from or relating to any of the property described
herein or other proceeds of any sale or other disposition of such property.
As additional security for the punctual payment and performance of the Obligations, and as part of the Collateral, Debtor hereby grants to Secured Party a security
interest in, and a pledge and assignment of, any and all money, property, deposit accounts, accounts, securities, documents, chattel paper, claims, demands, instruments, items
or deposits of the Debtor, and each of them, or to which any of them is a party, now held or hereafter coming within Secured Party’s custody or control, including without
limitation, all certificates of deposit and other depository accounts, whether such have matured or the exercise of Secured Party’s rights results in loss of interest or principal or
other penalty on such deposits, but excluding deposits subject to tax penalties if assigned. Without prior notice to or demand upon the Debtor, Secured Party may exercise its
rights granted above at any time when a default has occurred or Secured Party deems itself insecure. Secured Party’s rights and remedies under this paragraph shall be in
addition to and cumulative of any other rights or remedies at law and equity, including, without limitation, any rights of set-off to which Secured Party may be entitled.
D.

REPRESENTATIONS. WARRANTIES AND COVENANTS OF DEBTOR. Debtor represents and warrants as follows:

1.
Ownership; No Encumbrances. Except for the security interest (and pledges and assignments as applicable) granted hereby, the Debtor is, and as
to any property acquired after the date hereof which is included within the Collateral, Debtor will be, the owner of all such Collateral free and clear from all charges, liens,
security interests, adverse claims and encumbrances of any and every nature whatsoever.
2.
No Financing Statements. There is no financing statement or similar filing now on file in any public office covering any part of the Collateral
except those already disclosed to Secured Party by the pre-closing searches, and Debtor will not execute and there will not be on file in any public office any financing
statement or similar filing except the pari passu financing statements filed or to be filed in favor of, or assigned or to be assigned on the date hereof to, Secured Party.
3.
Accuracy of Information. All information furnished to Secured Party concerning Debtor, the Collateral and the Obligations, or otherwise for the
purpose of obtaining or maintaining credit, is or will be at the time the same is furnished, accurate and complete in all material respects.
4.
Authority. Debtor has full right and authority to execute and perform this Agreement and to create the security interest (and pledges and
assignment as applicable) created by this Agreement. The making and performance by Debtor of this Agreement will not violate any articles of incorporation, bylaws or
similar document respecting Debtor, any provision of law, any order of court or governmental agency, or any indenture or other agreement to which Debtor is a party, or by
which Debtor

or any of Debtor’s property is bound, or be in conflict with, result in a breach of or constitute (with due notice and/or lapse of time) a default under any such indenture or other
agreement, or result in the creation or imposition of any charge, lien, security interest, claim or encumbrance of any and every nature whatsoever upon the Collateral, except as
contemplated by this Agreement.
5.
Addresses. The address of Debtor designated at the beginning of this Agreement is Debtor’s place of business if Debtor has only one place of
business; Debtor’s chief executive office if Debtor has more than one place of business; or Debtor’s residence if Debtor has no place of business. Debtor agrees not to change
such address without advance written notice to Secured Party.
E.

GENERAL COVENANTS. Debtor covenants and agrees as follows:

1.
Operation of Collateral. Debtor agrees to maintain and use the Collateral solely in the conduct of its own business, in a careful and proper
manner, and in conformity with all applicable permits or licenses. Debtor shall comply in all respects with all applicable statutes, laws, ordinances and regulations. Debtor
shall not use the Collateral in any unlawful manner or for any unlawful purpose, or in any manner or for any purpose that would expose the Collateral to unusual risk, or to
penalty, forfeiture or capture, or that would render inoperative any insurance in connection with the Collateral.
2.
Condition. Debtor shall maintain, service and repair the Collateral so as to keep it in good operating condition. Debtor shall replace within a
reasonable time all parts that may be worn out, lost, destroyed or to otherwise rendered unfit for use, with appropriate replacement parts . Debtor shall obtain and maintain in
good standing at all times all applicable permits, licenses, registrations and certificates respecting the Collateral.
3.
Assessments. Debtor shall promptly pay when due all taxes, assessments, license fees, and governmental charges levied or assessed against
Debtor or with respect to the Collateral or any part thereof.
4.
No Encumbrances. Debtor agrees not to suffer or permit any charge, lien, security interest, adverse claim or encumbrance of any and every nature
whatsoever against the Collateral or any part thereof.
5.
No Removal. Except as otherwise provided in this Agreement, Debtor shall not remove the Collateral from the County or counties designated at
the beginning of this Agreement without Secured Party’s written consent.
6.
No Transfer. Except as otherwise provided in this Agreement with respect to inventory, Debtor shall not, without the prior written consent of
Secured Party, sell, assign, transfer, lease, charter, encumber, hypothecate or dispose of the Collateral, or any part thereof, or interest therein or offer to do any of the
foregoing.
7.
Notices and Reports. Debtor shall promptly notify Secured Party in writing of any change in the name, identity or structure of Debtor, any
charge, lien, security interest, claim or encumbrance asserted against the Collateral, any litigation against Debtor or the Collateral, any theft, loss, injury or similar incident
involving the Collateral, and any other material matter adversely affecting Debtor or the Collateral. Debtor shall furnish such other reports, information and data regarding
Debtor’s financial condition and operations, the Collateral and such other matters as Secured Party may request from time to time.
8.
Landlord’s Waivers. Debtor shall furnish to Secured Party, if requested, a landlord’s waiver of all liens with respect to any Collateral covered by
this Agreement that is or may be located upon leased premises, such landlord’s waivers to be in such form and upon such terms as are acceptable to Secured Party.

9.
Additional Filings. Debtor agrees to execute and deliver such financing statement or statements, or amendments thereof or supplements thereto, or
other documents as Secured Party may from time to time require in order to comply with the Minnesota Uniform Commercial Code (or other applicable state laws of the
jurisdiction where any of the Collateral is located) and to preserve and protect the Secured Party’s rights to the Collateral.
10.
Protection of Collateral. Secured Party, at its option, whether before or after default, but without any obligation whatsoever to do so, may
(a) discharge taxes, claims, charges, liens, security interests, assessments or other encumbrances of any and every nature whatsoever at any time levied, placed upon or
asserted against the Collateral, (b) place and pay for insurance on the Collateral, including insurance that only protects Secured Party’s interest, (c) pay for the repair,
improvement, testing, maintenance and preservation of the Collateral, (d) pay any filing, recording, registration, licensing or certificate fees or other fees and charges related
to the Collateral, or (e) take any other action to preserve and protect the Collateral and Secured Party’s rights and remedies under this Agreement as Secured Party may deem
necessary or appropriate. Debtor agrees that Secured Party shall have no duty or obligation whatsoever to take any of the foregoing action. Debtor agrees to promptly
reimburse Secured Party upon demand for any payment made or any expense incurred by the Secured Party pursuant to this authorization. These payments and expenditures,
together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under applicable laws, which Debtor agrees to pay, shall
constitute additional Obligations and shall be secured by and entitled to the benefits of this Agreement.
11.
Inspection. Debtor shall at all reasonable times allow Secured Party by or through any of its officers, agents, attorneys or accountants, to examine
the Collateral, wherever located, and to examine and make copies of or extracts from Debtor’s books and records.
12.
Further Assurances. Debtor shall do, make, procure, execute and deliver all such additional and further acts, things, deeds, interests and
assurances as Secured Party may request from time to time to protect, assure and enforce Secured Party’s rights and remedies.
13.

Insurance. Debtor shall have and maintain insurance at all times with respect to all tangible Collateral insuring against risks of fire (including so-

called extended coverage), theft and such other risks as Secured Party may require, containing such terms, in such form and amounts and written by such companies as may
be satisfactory to Secured Party, all of such insurance to contain loss payable clauses in favor of Secured Party as its interest may appear. All policies of insurance shall
provide for fifteen (15) days written minimum cancellation notice to Secured Party and at the request of Secured Party shall be delivered to and held by it. Secured Party is
hereby authorized to act as attorney for Debtor in obtaining, adjusting, settling and canceling such insurance to the Obligations secured hereby whether or not such Obligations
are then due and payable. Debtor specifically authorizes Secured Party to disclose from the policies of insurance to prospective insurers regarding the Collateral.
14.
Additional Collateral. If Secured Party should at any time be of the opinion that the Collateral is impaired or insufficient, or has declined or may
decline in value, or should Secured Party deem payment of the Obligations to be insecure, then Secured Party may call for additional security satisfactory to Secured Party,
and Debtor promises to furnish such additional security forthwith. The call for additional security may be oral, by messenger or telefax, or United States mail addressed to
Debtor, and shall not affect any other subsequent right of Secured Party to exercise the same.
15.
Goods. Notwithstanding anything to the contrary contained in this agreement, if any Debtor is a “consumer” as defined Regulation AA of the
Board of Governors of the Federal Reserve System, 12 C.F.R. Part 227, or the Federal Trade Commission Credit Practices Rule, 16 C.F.R. Part 444, as applicable, no lien or
security interest created or evidenced by this agreement shall extend to or cover a non-possessory lien or security interest in “household goods,” other than a purchase money
lien or security interest, in accordance with such regulations as applicable.
F.

ADDITIONAL PROVISIONS REGARDING ACCOUNTS. The following provisions shall apply to all accounts included within the Collateral:

1.
Definitions. The term “account”, as used in this Agreement, shall have the same meaning as set forth in the Uniform Commercial Code of
Minnesota in effect as of the date of execution hereof, and as set forth in any amendment to the Uniform Commercial Code of Minnesota to become effective after the date of
execution hereof, and also shall include all present and future notes, instruments, documents, general intangibles, drafts, acceptances and chattel paper of Debtor, and the
proceeds thereof.
2.
Additional Warranties. As of the time any account becomes subject to the security interest (or pledge or assignment as applicable) granted
hereby, Debtor shall be deemed further to have warranted as to such and all of such accounts as follows: (a) each account and all papers and documents relating thereto are
genuine and in all respects what they purport to be; (b) each account is valid and subsisting and arises out of a bona fide sale or lease of goods sold or leased and delivered to,
or out of and for services therefore actually rendered by the Debtor to, the account debtor named in the account; (c) the amount of the account represented as owing is the
correct amount actually and unconditionally owning except for normal cash discounts and is not subject to any set-offs, credits, defenses, deductions or countercharges; and
(d) Debtor is the owner thereof free and clear of any charges, liens, security interests, adverse claims and encumbrances of any and every nature whatsoever.
3.
Collection of Accounts. Secured Party shall have the right in its own name or in the name of the Debtor, whether before or after default, to require
Debtor forthwith to transmit all proceeds of collection of accounts directly to Secured Party, to demand, collect, receive, receipt for, sue for, compound and give acquittal for,
any and all amounts due or to become due on the accounts and to endorse the name of the Debtor on all Commercial paper given in payment or part payment thereof, and in
Secured Party’s discretion to file any claim or take any other action or proceeding that Secured Party, may deem necessary or appropriate to protect and preserve and realize
upon the accounts and related Collateral. Unless and until Secured Party elects to collect accounts, and the privilege of Debtor to collect accounts is revoked by Secured Party
in writing, Debtor shall continue to collect accounts, account for same to Secured Party, and shall not commingle the proceeds of collection of accounts with any funds of the
Debtor. In order to assure collection of accounts in which Secured Party has a security interest (or which have been pledged or assigned to Secured Party as applicable)
hereunder, Secured Party may notify the post office authorities to change the address for delivery of mail addressed to Debtor to such address as Secured Party may designate,
and to open and dispose of such mail and receive the collections of accounts included herewith. Secured Party shall have no duty or obligation whatsoever to collect any
account, or to take any other action to preserve or protect the Collateral; however, Debtor releases Secured Party from any claim or claims for loss or damage arising from any
act or omission of Secured Party and its officers, directors, employees or agents, should Secured Party elect to collect any account or take any possession of any Collateral.
4.
Identification and Assignment of Accounts. Upon Secured Party’s request, whether before or after default, Debtor shall take such action and
execute and deliver such documents as Secured Party may request in order to identify, confirm, mark, segregate and assign accounts and to evidence Secured Party’s interest
in same. Without limitation of the foregoing Debtor, upon request, agrees to assign accounts to Secured Party, identify and mark accounts as being subject to the security
interest (or pledge or assignment as applicable) granted hereby, mark Debtors books and records to reflect such security interests, pledges and assignments, and forthwith to
transmit to Secured Party in the form received by Debtor any and all proceeds of collection of such accounts.
5.
Account Reports. Debtor will deliver to Secured Party, as Lender may require, a written report in form and in content satisfactory to Secured
Party, showing a listing and aging of accounts and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of
the assertion by any account debtor of any set-off, defense or claim regarding an account or any other matter adversely affecting any account.
6.
Segregation of Returned Goods. Returned or repossessed goods arising from or relating to any accounts included within the Collateral shall, if
requested by Secured Party, be held separate and apart from any other property. Debtor shall as often as requested by Secured Party, but not less

often than weekly, even though no special request has been made, report to Secured Party the appropriate identifying information with respect to any such returned or
repossessed goods relating to accounts included in assignments or identifications made pursuant hereto.
7.
Right of Off-Set. Any deposit or other sums at any time credited by or due from the holder of the Obligations to Debtor or any endorser, guarantor
or surety of any of the Obligations and any securities or other property of Debtor or any endorser, guarantor or surety of any of the Obligations in the possession of the holder
of the Obligations may at all times be held and treated as additional and cumulative collateral security for the payment of the Obligations and Debtor grants Secured Party a
security interest and contractual right of off-set in all such deposits, sums, securities and other properties as additional and cumulative security for payment of the Obligations.
The holder of the Obligations may apply to set-off such deposits or other sums against the Obligations at any time in the case of Debtor, but only with respect to matured
liabilities in case of the endorsers, guarantors, or sureties of any of the Obligations.
G.

ADDITIONAL PROVISIONS REGARDING INVENTORY. The following provisions shall apply to all inventory included within the Collateral:

1.
Inventory Reports. Debtor will deliver to Secured Party as Secured Party may require, on such frequency as Secured Party may request, a written
report in form and content satisfactory to Secured Party, with respect to the preceding month or other applicable period, showing Debtors opening inventory, inventory
acquired, inventory sold, inventory leased, inventory returned, inventory used in Debtor’s business, closing inventory, any other inventory not within the preceding categories
and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of any matter adversely affecting the inventory,
including, without limitation, any event causing loss or depreciation in the value of the inventory and the amount of such possible loss of depreciation.
2.
Location of Inventory. Debtor will promptly notify Secured Party in writing of any addition to, change in or discontinuance of its place(s) of
business as shown in this Agreement, the places at which inventory is located as shown herein, the location of its chief executive office and the location of the office where it
keeps its records as set forth herein. All Collateral will be located at the places of business shown below, as modified by any written notices given pursuant hereto.
3.

Uses of Inventory. Except as set forth in the loan agreement, unless and until the privilege of Debtor to use inventory in the ordinary course of

Debtor’s business is revoked by Secured Party in the event of default or if Secured Party deems itself insecure, Debtor may use the inventory in any manner not inconsistent
with this Agreement, may lease or sell that part of the Collateral consisting of inventory provided that all such leases and sales are in the ordinary course of business, and use
and consume any raw materials or supplies that are necessary in order to carry on Debtor’s business. A sale in the ordinary course of business does not include a transfer in
partial or total satisfaction of a debt.
4.
Accounts as Proceeds. All accounts that are proceeds of the inventory included within the Collateral shall be subject to all of the terms and
provisions hereof pertaining to accounts.
5.

Protection of Inventory. Debtor shall take all action necessary to protect and preserve the inventory.

6.
Assignment of Rents and Leases. Debtor hereby assigns to Secured Party all rents and other benefits derived or to be derived from leases
(“Leases”) of the inventory now or hereafter existing or entered into, together with all guarantees, amendments, modifications, extensions and renewals thereof (the “Rents”).
Prior to a foreclosure by Secured Party of any lien or security interest which Secured Party may now or hereafter hold covering the inventory, this Assignment of Rents is not
intended to, and shall not, constitute payment to Secured Party, unless Secured Party terminates Debtor’s license to collect the Rents, and then it shall constitute payment only
to the extent that prior to foreclosure the Rents are actually received by Secured Party as opposed to constituting a portion of the voluntary payments of principal and interest
on the indebtedness evidenced and secured hereby, and are not used for the operation, maintenance or repair of the inventory, or for the payment of costs and expenses in
connection therewith.

Except as otherwise provided herein, Secured Party shall have the absolute right, power and authority to take any and all actions which Secured Party deems necessary or
appropriate in connection with taking possession of the inventory, leasing all or any part of the inventory, collecting all or any of the Rents and enforcing the rights of the
lessor under any of the leases, including without limitation, bringing, prosecuting, defending or settling legal proceedings against lessees of the inventory. Notwithstanding
anything herein to the contrary, Secured Party shall not be obligated to perform or discharge, and Secured Party does not undertake to perform or discharge, any obligation,
duty or liability with respect to the Leases or the Rents under or by reason of this Assignment. This Assignment shall not operate to place responsibility for the control, care,
maintenance or repair of the inventory upon Secured Party, or for any dangerous or defective condition of the Inventory, or for any negligence in the arrangement, upkeep,
repair, or control of the inventory. Debtor shall retain a revocable license to collect and receive the Rents as the agent of Secured Party, and to retain, use and enjoy such
Rents, provided that such revocable license ipso facto terminate without further action by Secured Party and without notice to Debtor upon the occurrence of any default or
event of default as defined in any note, deed of trust, security agreement, guaranty, financing statement, fixture filing or other loan documents given to Secured Party by
Debtor or any other party in connection with any indebtedness or obligation of Debtor to Secured Party.
7.
Leased Inventory. Debtor shall (a) observe and perform faithfully every obligation which Debtor is required to perform under the Leases; (b)
enforce or secure the performance of, at its sole cost and expense, every obligation to be performed by the lessees under the Leases; (c) not collect any Rents in advance of the
time when the same shall be due, or anticipate any payments under any of the Leases, except for bona fide security deposits not in excess of an amount equal to two (2)
months Rent; (d) at the request of Secured Party, deliver copies of Leases to Secured Party; and (e) appear and defend against, at Debtor’s sole cost and expense, any action or
proceeding arising under, and in any manner connected with the Leases, the Rents or the obligations, duties or liabilities of the lessor, lessee or guarantors thereunder.
H.

[INTENTIONALLY OMITTED]

I.

[INTENTIONALLY OMITTED]

J.
EVENTS OF DEFAULT. Debtor shall be in default hereunder upon the happening of any of the following events or conditions: (i) non-payment when due
(whether by acceleration of maturity or otherwise) of any payment of principal, interest or other amount due on any Obligations; (ii) the occurrence of any event which under
the terms of any evidence of indebtedness, indenture, loan agreement, security agreement or similar instrument permits the acceleration of maturity of any of obligation of
Debtor whether to Secured Party or to others; (iii) any representation or warranty made by Debtor and/or others to Secured Party in connection with this Agreement, the
Collateral or the Obligations, or in any statements or certificates, proves incorrect in any material respect as of the date of the making or the issuance thereof; (iv) default
occurs in the observance or performance of or, if Debtor fails to furnish adequate evidence of performance of, any provision of this Agreement or of any note, assignment,
transfer, other agreement, document or instrument delivered by Debtor to Secured Party in connection with this Agreement, the Collateral or the Obligations; (v) death,
dissolution, liquidation, termination of existence, insolvency, business failure or winding-up of Debtor, or any maker, endorser, guarantor, surety or other party liable in any
capacity for any of the Obligations; (vi) the filing of a petition in bankruptcy by or against, or the application for appointment of a receiver or any other legal custodian for any
part of the property of, or the assignment for the benefit of creditors by, or the commencement of any proceeding under any bankruptcy, rearrangement, reorganization,
insolvency or similar laws for the relief of Debtors by or against, the Debtor, or any maker, endorser, guarantor, surety or other party primarily or secondarily liable for any of
the Obligations; (vii) the Collateral becomes, in the judgment of Secured Party, impaired, unsatisfactory or insufficient in character or value; (viii) the filing of any levy,
attachment, execution, garnishment or other process against the Debtor, or any of the Collateral or any maker, endorser, guarantor, surety, or other party liable in any capacity
for any of the Obligations, or (ix) the Secured Party in good faith believes that the prospect of repayment or performance of the Obligations or any of the covenants,
agreements or other

duties under any writing executed in connection herewith is impaired.
K.
REMEDIES. Upon the occurrence of an Event of Default, or if Secured Party deems payment or performance of the Obligations to be insecure, Secured
Party, at its option, shall be entitled to exercise any one or more of the following remedies (all of which are cumulative):
1.
Declare Obligations Due. Secured Party, at its option, may declare the Obligations or any part thereof immediately due and payable, without
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor, or any other notice whatsoever, all of which
are hereby waived by Debtor, the Borrower and any maker, endorser, guarantor, surety or other party liable in any capacity for any of the Obligations.
2.
Remedies. Secured Party shall have all of the rights and remedies provided for in this Agreement and any other agreements executed by Debtor,
the rights and remedies in the Uniform Commercial Code of Minnesota, and any and all rights and remedies at law or in equity, all of which shall be deemed cumulative.
Without limiting the foregoing, Debtor agrees that Secured Party shall have the right to: (a) require Debtor to assemble the Collateral and make it available to Secured Party at
a place designated by Secured Party that is reasonably convenient to both parties, which Debtor agrees to do; (b) take possession of the Collateral with or without process of
law, and, in this connection, enter any premises where the Collateral is located to remove same, to render it unusable, or to dispose of same on such premises; (c) sell, lease or
otherwise dispose of the Collateral, by public or private proceedings, for cash or credit, without assumption of credit risks; and/or (d) whether before or after default, collect
and receipt for, compound, compromise, and settle, and give releases, discharges and acquittances, with respect to, any and all amounts owed by any person or entity with
respect to the Collateral. Unless the Collateral is perishable or threatens to decline speedily in value or is of the type customarily sold on a recognized market, Secured Party
will send Debtor reasonable notice of the time and place of any public sale or of the time after which any private sale or other disposition will be made. Any requirement of
reasonable notice to Debtor shall be met if such notice is mailed, postage prepaid, to Debtor at the address of Debtor designated at the beginning of this Agreement, at least
five (5) days before the day of any public sale or at least five (5) days before the time after which any private sale or other disposition will be made.
3.
Expenses. Debtor shall be liable for and agrees to pay the reasonable expenses incurred by Secured Party in enforcing its rights and remedies, in
retaking, holding, testing, repairing, and proving, selling, leasing or disposing of the Collateral, or like expenses, including, without limitation, attorneys fees and legal

expenses incurred by Secured Party. These expenses, together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under
applicable laws, which Debtor agrees to pay, shall constitute additional Obligations, and shall be secured and entitled to the benefits of this Agreement.
4.
Proceeds; Surplus; Deficiencies. Proceeds received by Secured Party from disposition of the Collateral shall be applied toward Secured Party’s
expenses and other Obligations and in such order or manner as Secured Party may elect. Debtor shall be entitled to any surplus if one results after lawful application of the
proceeds.
5.
Remedies Cumulative. The rights and remedies of Secured Party are cumulative and the exercise of any one or more of the rights of remedies
shall not be deemed an election of rights or remedies or a waiver of any other right or remedy. Secured Party may remedy any default and may waive any default without
waiving the default remedy or without waiving any other prior or subsequent default.
L.
RELINQUISHMENT OF CERTAIN DEFENSES. Regarding the enforcement of the security interests and covenants and agreements contained in this
Agreement to secure payment of the Obligations, the Debtor covenants and agrees as follows:
1.
Secured Party’s right of recovery against the Collateral for the Obligations shall be determined as if Debtor were a primary obligor for the payment
of the Obligations regardless of whether

or not Debtor is in fact primarily liable for all or any part of the Obligations. Debtor specifically agrees that it shall not be necessary or required, in order to enforce the
remedies under this Agreement, that the Secured Party have made demand for payment upon the Borrower or any other person or entity liable for any portion of the
Obligations or have made protest thereof or have given notice to the Borrower or any other party liable thereon of maturity or nonpayment of the Obligations.
2.
The Debtor specifically waives any notice of acceptance of this Agreement by the Secured Party and of the creation, advancement, existence,
extension, renewal, modification, consolidation, the rearrangement from time to time of the Obligations, the increase from time to time in the principal amount thereof, the
increase or reduction from time to time of the rate of interest thereon, or any indulgence from time to time with respect to the Obligations, or any part thereof, and of
nonpayment thereof or default thereon, and waives grace, demand, protest, presentment and notice of demand, protest, and presentment with respect to the Obligations, and
waives notice of the amount of the Obligations outstanding at any time, and agrees that the maturity of the Obligations, or any part thereof, may be accelerated, extended,
modified, amended or renewed from time to time or any other indulgence may be granted with respect thereto by the Secured Party at its will or as may be agreed by the
Borrower without notice to or further consent by the Debtor, at any time or times.
3.
The Debtor agrees that: (i) no renewal, extension, modification, consolidation, or rearrangement of or any other indulgence, forbearance or
compromise with respect to the Obligations, or any part thereof; (ii) no increase in the principal amount of any of the Obligations; (iii) no increase or reduction of the rate of
interest thereon; (iv) no release, withdrawal, substitution, surrender, subordination, exchange, deterioration, waste or other impairment of any security or collateral or guaranty
now or hereafter held by the Secured Party for payment of the Obligations, or of any part thereof; (v) no release of the Borrower, any guarantor, or of any other person
primarily or secondarily liable on the Obligations, or any part thereof; and (vi) no delay or omission or lack of diligence or care in exercising any right or power with respect to
the Obligations or any security or collateral therefor or under this Agreement shall in any manner impair, diminish or affect the rights of the Secured Party or the liability of
the Debtor hereunder. The Debtor specifically agrees that it shall not be necessary or required, and that the Debtor shall not be entitled to require, that the Secured Party
mitigate damages, or file suit or proceed to obtain or assert a claim for personal judgment against the Borrower for the Obligations, or make any effort at collection of the
Obligations from the Borrower, or foreclose against or seek to realize upon any security or collateral now or hereafter existing for the Obligations, or file suit or proceed to
obtain or assert a claim for personal judgment against any other party (whether maker, guarantor, endorser or surety) liable for the Obligations, or make any effort at
collections of the Obligations from any such other party, or exercise or assert any other right or remedy to which the Secured Party is or may be entitled in connection with the
Obligations or any security or collateral or other Agreement therefor, or assert or file any claim against the assets or estate of the Borrower or any guarantor or other person
liable for the Obligations, or any part thereof, before or as a condition of enforcing the liability of the Debtor under this Agreement or requiring payment of the Obligations by
the Debtor hereunder, or at any time thereafter. The Debtor expressly waives any right to the benefit of or to require or control application of any security or collateral or the
proceeds of any security or collateral now existing or hereafter obtained by the Secured Party as security for the Obligations, or any part thereof, and agrees that the Secured
Party shall have no duty insofar as the Debtor is concerned to apply upon any of the Obligations any monies, payments or other property at any time received by or paid to or
in the possession of the Secured Party, except as the Secured Party shall determine in its sole discretion. The Debtor specifically agrees that Debtor shall not have any recourse
or action against the Secured Party by reason of any action the Secured Party may take or omit to take in connection with the Obligations, the collection of any sums or
amounts herein mentioned, or in connection with any security or collateral or any Guaranty at any time existing therefor.
4.
The Debtor agrees to the terms, provisions and conditions of the Note and other instruments evidencing the Obligations and of any renewal,
modification, consolidation or rearrangement thereof or other agreements which may have been or may hereafter be executed by the Borrower from time to time evidencing or
in connection with the Obligations or any part thereof, and agrees that the Debtor’s liability hereunder shall in no manner be affected, reduced, impaired or released by reason
of any term, provision or condition of such Note or other agreement or by the failure, refusal or omission of the Secured

Party to enforce or observe any of same or any forbearance or compromise made by the Secured Party or any action taken or omitted to be taken by the Secured Party pursuant
thereto or in connection therewith. The Debtor, by the execution and delivery of this Agreement agrees, represents, warrants and acknowledges that Debtor shall be bound by
the provisions of any Agreement and Security Agreement and any Environmental Certificate and Agreement of even date herewith, from the Borrower to the Secured Party
and which purport to be applicable to Debtor to the same extent and with the same effect as if Debtor had executed and delivered such document to the Secured Party. In that
connection, the Debtor agrees that the provisions of this Paragraph shall survive any exercise of the power of sale granted in any instrument securing the Obligations, any
foreclosure of the liens created by any of the instruments securing the Obligations, any conveyance in lieu of any such foreclosure, the repayment of the Obligations, and the
discharge and release of all liens, rights and interests securing payment of the Obligations.
5.
The Debtor absolutely and unconditionally covenants and a agrees that: (i) in the event that the Borrower does not or is unable to pay or perform
the Obligations for any reason including, without limitation, liquidation, dissolution, receivership, insolvency, bankruptcy, assignment for the benefit of creditors,
reorganization, arrangement, composition or readjustment or other similar proceedings affecting the status, composition, identity, existence, assets or Obligations of the
Borrower, or the disaffirmance or termination of any of the Obligations in or as a result of any such proceedings; and/or (ii) if all or any part of the Obligations (or any
instrument or agreement made or executed in connection therewith) is for any reason found to be invalid, illegal, unenforceable, uncollectible or legally impossible, for any
reason whatsoever (including, without limiting the generality of the foregoing, upon the grounds that the payment and/or performance of the Obligations is ultra vires or
otherwise without authority, may violate applicable usury laws, is subject to valid defenses, claims or offsets of the Borrower, or any instrument evidencing any of the
Obligations is forged or otherwise irregular), then in any such case the Debtor shall pay and perform the Obligations as herein provided and that no such occurrence shall in
any way diminish or otherwise affect the Debtor’s liabilities hereunder.
6.
Should the status, composition, structure or name of the Borrower change, including, but not limited to, by reason of a merger, dissolution,
consolidation or reorganization, this Agreement shall continue and also cover the Obligations and Obligations of the Borrower under the new status, composition structure or
name according to the terms hereof. If the Borrower is a general or limited partnership, no termination of said partnership, nor withdrawal therefrom or termination of any
ownership interest therein owned, by any general or limited partner of such partnership shall alter, limit, terminate, excuse or modify the Debtor’s liabilities set forth in this
Agreement.

7.
In the event any payment from the Borrower to the Secured Party is held to constitute a preference under the bankruptcy laws, or if for any other
reason the Secured Party is required to refund such payment or pay the amount thereof to any other party, such payment by the Borrower to the Secured Party shall not
constitute a release of the Debtor from any liability hereunder, and this Agreement shall continue to be effective or shall be reinstated, as the case may be, to the extent of any
such payment or payments.
8.
At all times while any or all of the Obligations are now or hereafter secured in whole or in part, the Debtor agrees that the Secured Party may, from
time to time, at its discretion, and with or without valuable consideration, allow substitution, withdrawal, release, surrender, exchange, subordination, deterioration, waste,
loss or other impairment of all or any part of such security or collateral, without notice to or consent by the Debtor, and without in anywise impairing, diminishing or releasing
the liability of the Debtor hereunder.
9.
The Debtor waives marshalling of assets and liabilities, sale in inverse order of alienation, and all defenses given to sureties or Debtors at law or in
equity other than actual payment of the Obligations and performance of the actions constituting the Obligations, including, but not limited to, any rights pursuant to the laws
of Minnesota. The failure by the Secured Party to file or enforce a claim against the estate (either in administration, bankruptcy or other proceeding) of the Borrower or any
other person primarily or secondarily liable for the Obligations or of any other or others shall not affect the liability of Debtor hereunder.

M.

OTHER AGREEMENTS.

1.
Savings Clause. Notwithstanding any provision to the contrary herein, or in any of the documents evidencing the Obligations or otherwise
relating thereto, no such provision shall require the payment or permit the collection of interest in excess of the maximum permitted by applicable usury laws. If any such
excessive interest is so provided for, then in such event (i) the provisions of this paragraph shall govern and control, (ii) neither the Debtor nor Debtor’s heirs, legal
representatives, successors or assigns or any other party liable for the payment thereof shall be obligated to pay the amount of such interest to the extent that it is in excess of
the maximum amount permitted by law, (iii) any such excess interest that may have been collected shall be, at the option of the holder of the instrument evidencing the
Obligations, either applied as a credit against the then unpaid principal amount thereof or refunded to the maker thereof, and (iv) the effective rate of interest shall be
automatically reduced to the maximum lawful rate under applicable usury laws as now or hereafter construed by the courts having jurisdiction.
2.

Joint and Several Responsibility. If this Security Agreement is executed by more than one Debtor, the obligations of all such Debtors shall be

joint and several.
3.
Waivers. Debtor and any maker, endorser, guarantor, surety or other party liable in any capacity respecting the Obligations hereby waived
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor and any other notice whatsoever.
4.
Severability. Any provision hereof found to be invalid by courts having jurisdiction shall be invalid only with respect to such provision (only to
the extent necessary to avoid such invalidity). The offending provision shall be modified to the minimum extent possible to confer upon Secured Party the benefits intended
thereby. Such provision as modified and the remaining provisions hereof shall be construed and enforced to the same extent as if such offending provision (or portion thereof)
had not been contained herein, to the maximum extent possible.
5.
Use of Copies. Any carbon, photographic or other reproduction of any financing statement signed by Debtor is sufficient as a financing statement
for all purposes, including without limitation, filing in any state as may be permitted by the provisions of the Uniform Commercial Code of such state. All rights and remedies
of Secured Party in all such agreements are cumulative, but in the event of actual conflict in terms and conditions, the terms and conditions of the latest security agreement
shall govern and control.
6.
Authorization to File Financing Statements. The Debtor hereby irrevocably authorizes the Secured Party at any time and from time to time to
file in any filing office in any Uniform Commercial Code jurisdiction any initial financing statements and amendments thereto that (a) indicate the Collateral (i) as all assets of
the Debtor or words of similar effect, regardless of whether any particular asset comprised in the Collateral falls within the scope of Article 9 of the Uniform Commercial
Code of the State or such jurisdiction, or (ii) as being of an equal or lesser scope or with greater detail, and (b) provide any other information required by part 5 of Article 9 of
the Uniform Commercial Code of the State or such other jurisdiction, for the sufficiency or filing office acceptance of any financing statement or amendment, including (i)
whether the Debtor is an organization, the type of organization and any organizational identification number issued to the Debtor and, (ii) in the case of a financing statement
filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of real property to which the Collateral relates. The Debtor
agrees to furnish any such information to the Secured Party promptly upon the Secured Party’s request. The Debtor also ratifies its authorization for the Secured Party to have
filed in any Uniform Commercial Code jurisdiction any like initial financing statements or amendments thereto if filed prior to the date hereof.
7.
Notices. Any notice or demand given by Secured Party to Debtor in connection with this Agreement, the Collateral or the Obligations shall be
deemed given and effective upon deposit in the United States mail, postage pre-paid, addressed to Debtor at the address of the Debtor designated at the

beginning of this Agreement. Actual notice to Debtor shall always be effective no matter how given or received.
8.
Headings and Gender. Paragraph headings in this Agreement are for convenience only and shall be given no meaning or significance in
interpreting this Agreement. All words used herein shall be construed to be or such gender of number as the circumstances require.
9.
Amendments. Neither this Agreement nor any of its provisions may be changed, amended, modified, waived or discharged orally, but only by an
instrument in writing signed by the party against whom enforcement of the change, amendment, modification, waiver or discharge is sought.
10.
Binding Effect. The provisions of this Security Agreement shall be binding upon the heirs, executors, administrators, personal representatives,
successors and assigns of Debtor, and the rights, powers and remedies of Secured Party hereunder shall inure to the benefit of the successors and assigns of Secured Party.
11.

Governing Law. This Security Agreement shall be governed by the law of Minnesota and applicable federal law.

12.
Statute of Frauds. THIS COMMERCIAL SECURITY AGREEMENT, THE LOAN AGREEMENT AND ALL DOCUMENTS AND
INSTRUMENTS REFERENCED HEREIN OR IN THE LOAN AGREEMENT, OR EXECUTED IN CONNECTION WITH OR ATTACHED TO THE LOAN
AGREEMENT, REPRESENT THE FINAL AGREEMENT BETWEEN DEBTOR AND SECURED PARTY, AND MAY NOT BE CONTRADICTED BY EVIDENCE OF
PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY.
13.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)

When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in

accordance with federal law.
b)
Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice,
foreclosing liens, and other purposes. By using these procedures, SBA does not waive any federal immunity from local or state control,
penalty, tax or liability. No Borrower or Guarantor may claim or assert against SBA any local or state law to deny any obligation of
Borrower, or defeat any claim of SBA with respect to this Loan.
Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.

IN WITNESS WHEREOF, the undersigned has executed this Agreement effective as of the date first written above.
DEBTOR
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

EXHIBIT A
See attached list of equipment

Prepared by and return to:
Janet M. Dery, Esquire
Starfield & Smith, P.C.
1300 Virginia Drive, Suite 325
Fort Washington, PA 19034
Lot 5, Block 202.04 of the Township of Voorhees Tax Map
MORTGAGE
NOTICE: THIS DOCUMENT SECURES A VARIABLE INTEREST RATE NOTE AND CONTAINS PROVISIONS FOR INCREASES UNDER CERTAIN
CIRCUMSTANCES IN THE PRINCIPAL BALANCE OF THE INDEBTEDNESS SECURED HEREBY
THIS MORTGAGE is made on 03/10/11, by and between Brian Todd Conners, with an address of 8 Oak Hollow Drive, Voorhees, New Jersey 08043 (the
“Mortgagor”), and Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation, with an address of 159 E. High Street, Pottstown, Pennsylvania
19464 (the “Mortgagee”).
RECITALS
Mortgagee, has agreed, pursuant to a Loan Agreement of even date herewith (the “Loan Agreement”), and subject to the terms set forth therein, to make a loan to
ARCA Advanced Processing, LLC (the “Borrower”) in an aggregate amount of Two Million One Hundred Thousand Dollars and No Cents ($2,100,000.00) (the
“Loan”) which is being guaranteed by Mortgagor (the “Guarantee”), the Loan Agreement and Guarantee constituting the consideration for this Mortgage.
Borrower has duly executed a promissory note of even date herewith (the “Note”) to evidence the terms of repayment of the Loan with interest at the rate or rates

established from time to time in accordance with the terms set forth therein, which Note has been delivered by Borrower to the Mortgagee (the Mortgagee and any assignee or
other lawful owner of the Note being hereinafter sometimes called “Mortgagee”). Mortgagor has duly executed the Guarantee to support the obligations of the Borrower to
repay the Loan. All references herein to the Note and the obligations arising thereunder shall be deemed to include the Guarantee and all obligations arising under the
Guarantee.
All things necessary to make the Note the valid, binding and legal obligation of Mortgagor, and to make this Mortgage a valid, binding and legal instrument for the
security of the Note in accordance with its terms, have been duly performed, and the execution and delivery of the Note and this Mortgage by Mortgagor have been in all
respects duly authorized.
It has been agreed that the repayment of the Loan with interest, according to the terms of the Note and any alterations, modifications, substitutions, extensions or
renewals thereof, as well as the performance of the other covenants, terms and conditions herein, should be secured by the execution of this Mortgage, which also shall secure
payment by Mortgagor of all costs and expenses incurred in respect to the Loan, including reasonable attorney’s fees as is hereinafter provided.
NOW, THEREFORE, WITNESSETH: in consideration of the premises and of other good and valuable considerations, the receipt of which is hereby acknowledged,
Mortgagor mortgages, grants, assigns, conveys and transfers unto the Mortgagee, its successor or successors and assigns, in fee simple, WITH MORTGAGE COVENANTS,
all that land situate in Camden County, New Jersey, being commonly known as 8 Oak Hollow Drive, Voorhees, Lot 5, Block 202.04 of the Township of Voorhees Tax
Map and more particularly described in Exhibit A attached hereto and made a part hereof (the “Land”) and the buildings, structures, fixtures, additions, enlargements,
extensions, modifications, repair,

replacements and improvements now or hereafter located thereon (hereinafter sometimes called the “Improvements”).
TOGETHER with all the walks, fences, shrubbery, driveways, fixtures, equipment, machinery, apparatus, fittings, building materials and other articles of personal
property of every kind and nature whatsoever, now or hereafter ordered for eventual delivery to the Land (whether or not delivered thereto), and all such as are now or
hereafter located in or upon any interest or estate in the Land or any part thereof and used or usable in connection with any present or future operation of the Land now owned
or hereafter acquired by Mortgagor, including, without limiting the generality of the foregoing, all heating, lighting, laundry, clothes washing, clothes drying, incinerating and
power equipment, engines, pipes, tanks, motors, conduits, switchboards, plumbing, lifting, cleaning, fire-prevention, fire-extinguishing, refrigerating, ventilating, and
communications apparatus, television sets, radio systems, recording systems, computer equipment, air-cooling and air-conditioning apparatus, elevators, escalators, shades,
awnings, draperies, curtains, fans, furniture, furnishings, carpeting, linoleum and other floor coverings, screens, storm doors and windows, stoves, gas and electric ranges,
refrigerators, garbage disposals, sump pumps, dishwashers, washers, dryers, attached cabinets, partitions, ducts and compressors, landscaping, swimming pools, lawn and
garden equipment, security systems and including all equipment installed or to be installed or used or usable in the operation of the building or buildings or appurtenant
facilities erected or to be erected in or upon the Land; it being understood that all of the aforesaid shall be deemed to be fixtures and part of the Land, but whether or not of the
nature of fixtures they shall be deemed and shall constitute part of the security for the indebtedness herein mentioned and shall be covered by this Mortgage excluding,
however, only personal property owned by any tenant actually occupying all or part of the premises. Disposition of any of the aforesaid or of any interest therein is prohibited;
however, if any disposition is made in violation hereof, the Mortgagee shall have a security interest in the proceeds therefrom to the fullest extent permitted by the laws of
New Jersey; and
TOGETHER with all and singular the rights, alleys, ways, waters, easements, tenements, privileges, advantages, accessions, hereditaments and appurtenances
belonging or in any way appertaining to the Land and other property described herein, and the reversions and remainders, earnings, revenues, rents, issues and profits thereof
and including any right, title, interest or estate hereafter acquired by Mortgagor in the Land and other property described herein; and
TOGETHER with all the right, title and interest (but not the obligations) of Mortgagor, present and future, in and to all present and future accounts, contract rights
(including all fees and other obligations set forth in the Mortgagee’s commitment to make the Loan), general intangibles, chattel paper, documents and instruments including
but not limited to licenses, construction contracts, service contracts, utility contracts, options, permits, public works agreements, bonds, deposits and payments thereunder,
relating or appertaining to the Land and other property described herein and its development, occupancy and use; and
TOGETHER with any right to payment or for services rendered, whether or not yet earned by performance, arising from the operation of the improvements or any
other facility on the Land, including, without limitation, (1) all accounts arising from the operation of the improvements and all proceeds thereof (whether cash or non-cash,
movable or immovable, tangible or intangible) received upon the sale, exchange, transfer, collection or other disposition or substitution thereof, and (2) all rights to payment
from any consumer credit/charge card organization or entity, including, without limitation, payments arising from the use of the American Express Card, Visa Card, Carte
Blanche Card, MasterCard, Diner’s Club, or any other credit card, including those now existing or hereinafter created or any substitution therefor and all proceeds thereof
(whether cash or non-cash, movable or immovable, tangible or intangible) received upon the sale, exchange, transfer, collection or other disposition or substitution thereof;
and
TOGETHER with all of the rents, royalties, revenues, income, proceeds, profits and other benefits paid or payable by parties to the leases for using, leasing,
licensing, possessing, occupying, operating from, residing in, selling or otherwise enjoying the Land, the Improvements, and other property securing the indebtedness, or any
portion thereof. As used in this Mortgage, the word “leases” includes any and all leases, subleases, licenses, concessions, reservations, accounts, permits, contracts, and other
agreements (oral or written, now or hereafter in effect) which grant a possessory interest or right of occupancy in and

to, or the right to use, or affect all or part of the Land, the improvements, and other property securing the indebtedness, or any portion thereof; and
TOGETHER with all proceeds of and any unearned premiums on any insurance policies covering the Property (hereinafter defined), including, without limitation,
the right to receive and apply the proceeds of any insurance, judgments, or settlements made in lieu thereof, for damage to the Property or any part thereof; and
TOGETHER with all proceeds derived from any taking by condemnation or eminent domain proceedings or transfer in place or in anticipation thereof of all or any
part of the property described in these granting clauses;
TO HAVE AND TO HOLD the Land with Improvements thereupon and all the rights, easements, profits and appurtenances and other property described above (all
of which is hereinafter sometimes called the “Property”) belonging unto and to the use of the Mortgagee, and its successor or successors and assigns, in fee simple forever;
BUT for and upon the uses, intents and purposes hereinafter mentioned, that is to say for the benefit and security of Mortgagee and for the enforcement of the
payment of all sums secured hereby (hereinafter sometimes called the “Indebtedness”) and the compliance with the terms, covenants and conditions, in the Note, in the Loan
Agreement and in this Mortgage, expressed or implied;
SUBJECT, HOWEVER, to the liens and rights of the holders of the contracts and instruments secured by any instruments that may be described inExhibit B to this
Mortgage (the “Permitted Encumbrances”);
PROVIDED, HOWEVER, that if Mortgagor shall pay or cause to be paid to Mortgagee all sums secured hereby in the manner stipulated in the Note, the Loan
Agreement and this Mortgage, then and in such case, the estate, right, title and interest of the Mortgagee in the Property shall cease, determine and become void, and upon

proof being given to the satisfaction of the Mortgagee that the Note has been paid or satisfied, in accordance with its terms and upon payment of all fees, costs, charges,
expenses and liabilities chargeable or incurred or to be incurred by the Mortgagee and of any other sums as in this Mortgage provided, the Mortgagee shall at the expense of
Mortgagor, release and discharge this Mortgage of record, and shall transfer and deliver up to Mortgagor any property at the time subject to this Mortgage which may be then
in their possession, provided the Mortgagee hereunder shall be entitled to a reasonable fee for the release and reconveyance of the Property or any partial release and
reconveyance;
AND THIS MORTGAGE FURTHER WITNESSETH, that Mortgagor (jointly and severally if more than one) has covenanted and agreed and does hereby covenant
and agree with the Mortgagee as follows:
ARTICLE 1. DEFINITIONS
1.1

Definitions. All capitalized terms used herein and not otherwise defined shall have the respective meanings set forth or referred to in the Loan Agreement.
ARTICLE 2. COVENANTS AND AGREEMENTS OF MORTGAGOR

2.1
Incorporation of Covenants, Conditions and Agreements. All the covenants, conditions and agreements contained in the Loan Agreement, the Note,
and the other Loan Documents are hereby made a part of this Mortgage to the same extent and with the same force as if fully set forth herein.
2.2
Title to the Property. Mortgagor covenants that at the time of the execution and delivery of this Mortgage it has good title to all of the property described
in the granting clauses of this Mortgage as being presently granted, assigned, conveyed and transferred hereunder, free and clear of all liens and encumbrances except for the
Permitted Encumbrances; Mortgagor hereby does and will forever

warrant generally and defend the title to the Property, and every part thereof, whether now owned or hereafter acquired, unto the Mortgagee and its successor or successors in
the trust and assigns, against all claims and demands by any person or entity whatsoever; Mortgagor covenants that Mortgagor shall comply with all the terms, covenants and
conditions of all agreements and instruments, recorded and unrecorded, affecting the Property; Mortgagor covenants that it has good right and lawful authority to mortgage,
give, grant, pledge, assign and convey the Property in the manner and form herein provided.
2.3
Further Assurances. At any and all times Mortgagor shall furnish and record all and every such further assurances as may be requisite or as the
Mortgagee shall reasonably require for the better assuring and confirming unto the Mortgagee the estate and property hereby granted, assigned, conveyed or transferred, or
intended so to be whether now owned or hereafter acquired; Mortgagor shall bear all expenses, charges and taxes in connection therewith.
2.4
Escrow for Taxes. To better secure the covenant to pay taxes and fees in the Loan Agreement, Mortgagor agrees that, if Holder so requests, Mortgagor
shall deposit with Holder on the day of each month on which a payment of interest is due under the Note, beginning with the month following such request, one-twelfth of the
annual taxes next due as estimated by Holder, plus one-twelfth of the annual fire, hazard and other insurance premiums as required herein, such deposit to be held by Holder,
without interest, to pay said taxes and premiums. If payments of interest are due under the Note other than monthly, appropriate adjustment shall be made in the amount of
the aforesaid periodic deposits.
Any amounts deposited pursuant to the provisions of this Section shall not be, nor be deemed to be, trust funds, nor shall they operate to curtail or reduce the
indebtedness secured hereby, and all such amounts may be commingled with the general funds of the depositor and be deposited with Mortgagee or at an institution
designated by Mortgagee. Mortgagee shall not be responsible for the solvency of such institution, provided it is insured by the Federal Deposit Insurance Corporation or other
regulatory agency at the time of designation. If at any time Mortgagee shall determine that the amount then on deposit shall be insufficient to pay an obligation in full,
Mortgagor shall immediately after demand deposit with Mortgagee the amount of the deficiency determined by Mortgagee. Nothing contained in this Section shall be
deemed to affect any right or remedy of Mortgagee under any provisions of this Mortgage or of any statute or rule of law to pay any such amount and to add the amount so
paid, together with interest at the rate provided for in the Note, to the indebtedness secured hereby.
2.5
Change in Tax Law. In the event of the passage after date of this Mortgage of any law changing in any way the laws for the taxation of deeds of trust or
debts secured by deeds of trust, or the manner of collection of any such taxation so as to affect this Mortgage, Mortgagee may give thirty (30) days’ written notice to
Mortgagor requiring the payment of the indebtedness secured hereby. If such notice be given, the indebtedness secured hereby shall become due and payable at the expiration
of said thirty (30) days; provided, however, that such requirement of payment shall be ineffective if Mortgagor is permitted by law to pay the whole of such tax in addition to
all other payments required hereunder, without any penalty or charge thereby accruing to Mortgagee, and if Mortgagor in fact pays such tax prior to the date upon which
payment is required by such notice.
2.6
Activities on the Property. Mortgagor shall not suffer any act to be done or any conditions to exist on the Property or any part thereof or any thing or
article to be brought thereon (i) which may cause structural injury to the improvements on the Land; or (ii) which would cause the value or usefulness of the Property or any
part thereof to diminish (ordinary wear and tear excepted); or (iii) which may be dangerous, unless safeguarded as required by law; or (iv) which may in fact or in law,
constitute a nuisance, public or private; or (v) which may void or make voidable any insurance then in force or required by the terms of this Mortgage, the Loan Agreement to
be in force.
2.7
Additional Insurance. If required by the Mortgagee, in addition to the provisions of and to the extent not so provided by the Loan Agreement, Mortgagor
shall at all times maintain during the entire term of this Mortgage the following insurance, in form and substance satisfactory to Mortgagee:

(a) Workers’ Compensation. During any construction, repair, restoration or replacement of improvements on the Land, Mortgagor shall cause all
contractors and subcontractors (including Mortgagor if it acts as a contractor) to obtain and keep in effect workers’ compensation insurance to the full extent required by
applicable law and also which shall cover all employees of each contractor and subcontractor; upon demand, Mortgagor shall provide evidence satisfactory to Mortgagee that
it is complying with this covenant.
All insurance for loss or damage shall provide that losses, if any, shall be payable to Mortgagee, as its interest may appear. Mortgagor will pay the premiums for all
insurance and deliver to Mortgagee the policies of insurance or duplicates thereof, or other evidence satisfactory to Mortgagee of such insurance coverage. Each insurer shall
agree, by endorsement upon the policy or policies issued by it, or by independent instrument furnished to Mortgagee, that (i) it will give Mortgagee thirty (30) days’ prior
written notice of the effective date of any material alteration or cancellation of such policy; and (ii) the coverage of Mortgagee shall not be terminated, reduced or affected in
any manner regardless of any breach or violation by Mortgagor of any warranties, declarations or conditions of such insurance policy or policies. The proceeds of such
insurance shall be applied, at Mortgagee’s option, toward the replacement, restoration or repair of the Property which may be lost, stolen or destroyed or damaged or toward
payment of any indebtedness of Mortgagor to Mortgagee.
2.8
Additional Advances. If Mortgagor shall fail to perform any of the covenants or satisfy any of the conditions contained herein, Mortgagee may make
advances or payments towards performance or satisfaction of the same but shall be under no obligation so to do; and all sums so advanced or paid shall be at once repayable
by Mortgagor and shall bear interest at the Default Rate from the date the same shall become due and payable until the date paid, and all sums so advanced or paid, with
interest as aforesaid, shall become a part of the indebtedness secured hereby; but no such advance or payment shall relieve Mortgagor from any default hereunder. If

Mortgagor shall fail to perform any of the covenants or satisfy any of the conditions contained herein, Mortgagee may use any funds of Mortgagor towards performance or
satisfaction of the same but shall be under no obligation so to do; and no such use of funds shall relieve Mortgagor from any default hereunder.
2.9
Condemnation Awards. Should the grade of any street be altered or all or any part of the Property be condemned or taken through eminent domain
proceedings, all or such part of any award or proceeds derived therefrom, as Mortgagee in its sole discretion may determine in writing, shall be paid to Mortgagee and applied
to the payment of the indebtedness secured hereby (in such manner or combination thereof, including inverse order of maturity of installments of principal, if any, as
Mortgagee may, in its sole discretion, elect) and all such proceeds are hereby assigned to Mortgagee.
2.10
Costs of Defending and Enforcing the Lien. Mortgagor shall pay all costs, charges and expenses, including appraisals, title examinations, and reasonable
attorney’s fees, which Mortgagee may incur in defending or enforcing the validity or priority of the legal operation and effect of this Mortgage, or any term, covenant or
condition hereof, or in collecting any sum secured hereby, or in protecting the security of Mortgagee including without limitation being a party in any condemnation,
bankruptcy or administrative proceedings, or, if an Event of Default shall occur, in administering and executing the trust hereby created and performing their powers,
privileges and duties hereunder. Mortgagee may make advances or payments for such purposes but all advances or payments made by Mortgagee for such purposes shall be
repayable immediately by Mortgagor and shall bear interest at the Default Rate from the date the same shall become due and payable until the date paid, and any such sum or
sums with interest as aforesaid shall become a part of the indebtedness secured hereby; but no such advance or payment shall relieve Mortgagor from any default hereunder.
2.11
Modification of Terms; No Novation. Mortgagee may at any time, and from time to time, extend the time for payment of the indebtedness secured
hereby, or any part thereof, or interest thereon, and waive, modify or amend any of the terms, covenants or conditions in the Note, in the Guarantee, in this Mortgage or in any
other Loan Document, in whole or in part, either at the request of Mortgagor or of any person having an interest in the Property, accept one or more notes in replacement or
substitution of the Note, consent to the release of all or any part of the Property from the legal operation

and effect of this Mortgage, take or release other security, release any party primarily or secondarily liable on the Note or hereunder or on such other security, grant
extensions, renewals or indulgences therein or herein, apply to the payment of the principal and interest and premium, if any, of the indebtedness secured hereby any part or all
of the proceeds obtained by sale or otherwise as provided herein, without resort or regard to other security, or resort to any one or more of the securities or remedies which
Mortgagee may have and which in its absolute discretion it may pursue for the payment of all or any part of the indebtedness secured hereby, in such order and in such manner
as it may determine, all without in any way releasing Mortgagor or any party secondarily liable from any of the terms, covenants or conditions of the Note, the Guarantee, this
Mortgage, or any other Loan Document, or relieving the unreleased Property from the legal operation and effect of this Mortgage for all amounts owing under the Note, the
Loan Agreement and this Mortgage. Mortgagee and Mortgagor recognize and agree that the provisions of this Mortgage, the Note, the Guarantee, and any other Loan
Document may be modified by them or their successors or assigns at any time before or after default (which modification may involve increasing the rate of interest in the
Note, agreeing that other charges should be paid, or modifying any other provision in any such instruments). Mortgagee may extend the time of payment, may agree to alter
the terms of payment of the indebtedness, and may grant partial releases of any portion of the property included herein. No such modification by Mortgagee and Mortgagor
nor any such action by Mortgagee or the Mortgagor referred to above shall be a substitution or novation of the original indebtedness or instruments evidencing or securing the
same, but shall be considered a possible occurrence within the original contemplation of the parties.
2.12
Governmental Action Affecting the Property. Mortgagor agrees that in the event of the enactment of any law or ordinance, the promulgation of any
zoning or other governmental regulation, or the rendition of any judicial decree restricting or affecting the use of the Property or rezoning the area wherein the same shall be
situate which Mortgagee reasonably believes adversely affects the Property, Mortgagee may, upon at least sixty (60) days written notice to Mortgagor, require payment of the
indebtedness secured hereby at such time as may be stipulated in such notice, and the whole of the indebtedness secured hereby, shall thereupon become due and payable.
ARTICLE 3. EVENTS OF DEFAULT
The occurrence of one or more of the following events (herein called an “Event of Default”) shall constitute and be an Event of Default:
3.1
Default under Loan Documents. The occurrence and continuance of an Event of Default under the Loan Agreement, the Note or any other Loan
Document shall constitute an Event of Default hereunder. In the event Mortgagee consents to an encumbrance on the Property, a default under the terms of any document
creating such an encumbrance shall be a default hereunder.
3.2
Additional Insurance Obligations. Mortgagor fails to promptly perform or comply with any of the terms and conditions set forth insubsection 2.7 and
such failure continues for ten (10) days after notice from Mortgagee to Mortgagor.
3.3
Material Obligations. Mortgagor fails to perform or observe any of its material obligations under this Mortgage and such failure shall continue for a
period of thirty (30) days after Mortgagee gives Mortgagor written notice thereof.
3.4
Judgment. Unless adequately covered by insurance in the reasonable opinion of Mortgagee, the entry of a final judgment for the payment of money
involving more than $10,000.00 against Mortgagor or any guarantor of the Loan and the failure of Mortgagor or any guarantor of the Loan to cause the same to be discharged
or bonded off to the satisfaction of Mortgagee within sixty (60) days from the date the order, decree or process under which or pursuant to which such judgment was entered.
3.5
Transfer of the Property. If all or any part of the Property or any interest in the Property is sold, transferred, assigned, conveyed or otherwise disposed of,
either outright or as security for an indebtedness, or if there is any change in the ownership of Mortgagor, without Mortgagee’s prior written consent, Mortgagee may, at
Mortgagee’s option, declare all the indebtedness secured by this Mortgage to

be immediately due and payable and Mortgagee may exercise any or all of the remedies provided in Paragraph 4 hereunder.
ARTICLE 4. REMEDIES
4.1
Remedies-Acceleration. If one or more of the Events of Default shall occur, Mortgagee may, at its option, declare the entire unpaid principal amount of
the Note (if not already due and payable) to be due and payable immediately, and upon any such declaration the same shall become and be immediately due and payable,
anything in the Note, in the Guarantee, in the Loan Agreement or in this Mortgage to the contrary notwithstanding; and in the event of any sale of all or any part of the
Property, whether made under the power of sale herein granted, assent to a decree or through judicial proceedings, such unpaid principal amount shall automatically and
without notice become so due and payable. If Mortgagee exercises Mortgagee’s option to declare the entire unpaid principal amount of the Note to be due and payable,
Mortgagor covenants to pay immediately the full amount of the indebtedness secured hereby even though foreclosure or other court proceedings to collect the indebtedness
have not been commenced. Acceleration of maturity, once declared by Mortgagee, may at the option of Mortgagee, be rescinded by written acknowledgment to that effect by
Mortgagee, but the tender and acceptance of partial payments alone shall not rescind or affect in any way such acceleration of maturity.
4.2
Power of Sale; Assent to Decree and Other Remedies. If one or more of the Events of Default shall occur and whether or not Mortgagee shall have
accelerated the maturity of the indebtedness pursuant to Section 4.1 hereof, Mortgagee, at its option, may:
(a)

proceed by suit or suits at law or in equity or by any other appropriate remedy to protect and enforce the rights of Mortgagee whether for the

specific performance of any covenant or agreement contained herein, or in aid of the execution of any power herein granted, or to enforce payment of the Note, of the
Guarantee, or to foreclose this Mortgage, or to sell the Property under the judgment or decree of a court or courts of competent jurisdiction, or otherwise. Mortgagor, in
accordance with any general or local laws or rules or regulations of New Jersey relating to mortgages including any amendments thereof or supplements thereto which do not
materially change or impair the remedy, does hereby declare and assent to the passage of a decree to sell the Property by the equity court having jurisdiction for the sale of the
Property, subject to the terms of the decree of court, the same authority and power to sell on the terms and conditions herein set forth. This assent to decree shall not be
exhausted in the event the proceeding is dismissed before the indebtedness secured hereby is paid in full;
(b)
either with or without entering upon or taking possession of the Property, demand, collect and receive any or all revenues arising out of or in
connection with the Property, including, without limitation, all rents;
(c)
take possession and assemble such items of the Property as may be designated by Mortgagee and make them available to the Mortgagee at a place
reasonably convenient to both parties to be designated by Mortgagee or the Mortgagee. Upon a default under this Mortgage, Mortgagee shall have the right to take possession
of such items of the Property as Mortgagee may elect. In taking possession Mortgagee may proceed without judicial process if this can be done without breach of the peace.
Mortgagee shall have the further right to remove such items of the Property as it may choose to any location or locations selected by Mortgagee, and Mortgagor shall pay the
costs of such removal and for the storage and protection of such items immediately upon demand therefor. If Mortgagee elects to proceed under the New Jersey Uniform
Commercial Code to dispose of some of the Property, the Mortgagee shall give Mortgagor notice by certified mail, postage prepaid, return receipt requested, of the time and
place of any public sale of any of such property or of the time after which any private sale or other intended disposition thereof is to be made by sending notice to Mortgagor at
least five (5) days before the time of the sale or other disposition, which provisions for notice Mortgagor and the Mortgagee agree are reasonable; provided, however, that
nothing herein shall preclude Mortgagee from proceeding as to all the Property in accordance with the rights and remedies of Mortgagee in respect of the real property, as
provided in the New Jersey Uniform Commercial Code, as amended from time to time;

(d)
either with or without taking possession of the property, sell, lease or otherwise dispose of the Property in its then condition or following such
preparation as Mortgagee deems advisable;
(e)
either with or without entering upon or taking possession of the Property and without assuming any obligations of Mortgagor, thereunder, exercise
the rights of Mortgagor under, use or benefit from, any of the contracts, leases or intangible property;
(f)
may enter and take possession of the Property and may exclude Mortgagor, its agents and servants, wholly therefrom, and having and holding the
same, may use, operate, manage and control the Property or any part thereof, and upon every such entry Mortgagee, at the expense of Mortgagor and of the Property, from
time to time may make all necessary or proper repairs, renewals, replacements and useful or required alterations, additions, betterments and improvements to and upon the
Property as to it may seem judicious and pay all costs and expenses of so taking, holding and managing the same, including reasonable compensation to its employees and
other agents (including, without limitation, attorney’s fees and management and rental commissions) and any taxes, assessments and other charges prior to the legal operation
and effect of this Mortgage which Mortgagee may deem it wise or desirable to pay, and in such case Mortgagee shall have the right to manage the Property and to carry on the
business and exercise all rights and powers of Mortgagor, either in the name of Mortgagor, or otherwise, as Mortgagee shall deem advisable; and Mortgagee shall be entitled
to collect and receive all rents thereof and therefrom. The taking of possession and collection of rents by Mortgagee shall not be construed to be an affirmation of any lease
or acceptance of attornment with respect to any lease of all or any portion of the Property. After deducting the expenses of operating the Property and of conducting the
business thereof, and of all repairs, maintenance, renewals, replacements, alterations, additions, betterments, improvements and all payments which it may be required or may
elect to make for taxes or other proper charges on the Property, or any part thereof, as well as just and reasonable compensation for all its employees and other agents
(including, without limitation, attorney’s fees and management and rental commissions) engaged and employed, the moneys arising as aforesaid shall be applied to the
indebtedness secured hereby. Whenever all that is due upon the principal of and interest on the Note and under any of the terms of this Mortgage shall have been paid and all
defaults made good, Mortgagee shall surrender possession to Mortgagor. The same right of entry, however, shall exist if any subsequent Event of Default shall occur.
Mortgagee may, in person, by agent or by court-appointed receiver, enter upon, take possession of, and maintain full control of the Property in order to perform all acts
necessary or appropriate to complete construction of the improvements and to maintain and operate the Property, including, but not limited to, the execution, cancellation or
modification of leases, the making of repairs to the Property and the execution or termination of contracts providing for the construction, management or maintenance of the
Property, all of such terms as Mortgagee, in its sole discretion, deems proper or appropriate;
(g)
proceed by a suit or suits in law or in equity or by other appropriate proceeding to enforce payment of the Note and/or the Guarantee, or the
performance of any term, covenant, condition or agreement of this Mortgage and Security Agreement or any of the other Loan Documents, or any other right, and to pursue
any other remedy available to it, all as Mortgagee shall determine most effectual for such purposes;
(h)
institute and maintain such suits and proceedings as Mortgagee may deem expedient to prevent any impairment of the Property by any acts which
may be unlawful or in violation of this Mortgage and Security Agreement, to preserve or protect its interest in the Property and the revenues arising out of or in connection
with the Property, and to restrain the enforcement of or compliance with any legislation or other governmental enactment, rule or order that would impair the security
hereunder or be prejudicial to the interest of Mortgagee;
(i)
(j)
laws of New Jersey;

apply all or any portion of the Property, or the proceeds thereof, towards (but not necessarily in complete satisfaction of) the indebtedness;
foreclose any and all rights or Mortgagor in and to the Property, whether by sale, entry or in any other manner provided for hereunder or under the

(k)
in the case of any receivership, insolvency, bankruptcy, reorganization, arrangement, adjustment, composition or other proceeding affecting
Mortgagor or the creditors or property of Mortgagor, Mortgagee, to the extent permitted by law, shall be entitled to file such proofs of claim and other documents as may be
necessary or advisable in order to have the claims of Mortgagee allowed in such proceedings for the entire amount of the indebtedness at the date of the institution of such
proceedings and for any additional portion of the indebtedness accruing after such date;
(l)

exercise of any right or remedy of mortgagee or secured party under the laws of New Jersey.

4.3
Appointment of a Receiver. Until one or more of the Events of Default shall occur (but not thereafter), Mortgagor shall have possession of the Property
and shall have the right to use and enjoy the same and to receive the rents thereof and therefrom. If one or more of the Events of Default shall occur, and without the
requirement of any other showing, Mortgagee shall be entitled as a matter of right and to the extent permitted by law, without notice to Mortgagor, and without regard to the
adequacy of the security, to the immediate appointment of a receiver of the Property and of the rents thereof and therefrom, in an ex parte proceeding with all such other
powers as the court or courts making such appointment shall confer, and the rents thereof and therefrom are hereby assigned to Mortgagee as additional security under this
Mortgage. Mortgagor shall deliver to the receiver appointed pursuant to the provisions of this Section, or to Mortgagee in the event of entry pursuant to the terms of the
preceding Section, all original records, books, bank accounts, leases, agreements, security deposits of the tenants and all other materials relating to the operation of the
Property.
4.4

Foreclosure Sale.

(a)
If one or more of the Events of Default shall occur, the Mortgagee shall sell and in the case of default of any purchaser or purchasers shall resell
all the Property as an entirety, or in such parcels and in such order as Mortgagee shall in writing request, or, in the absence of such request, as the Mortgagee may determine
(Mortgagor hereby waiving for itself and for any person claiming by or through it application of the doctrine of marshalling of assets), at public auction at some convenient
place or places in the jurisdiction in the state where the Property is situate, or in such other place or places as may be permitted by law, at such time, in such manner and upon
such terms as the Mortgagee may fix and briefly specify in each notice of sale, which notice of sale shall state the time when, and the place where, the same is to be made,
shall contain a brief general description of the property to be sold, and shall be sufficiently given if published as frequently and in such publication as may be required by law,
and Mortgagee may cause such further public advertisement to be made as they may deem advisable, and any such sale may be adjourned by the Mortgagee by announcement
at the time and place appointed for such sale or for such adjourned sale, and, without further notice or publication, such sale may be made at the time and place to which the
same shall be so adjourned. If one or more leases are entered into or recorded subsequent to the recording of this Mortgage or are otherwise subordinate to this Mortgage, the
Mortgagee shall sell, subject to any one or more of such tenancies that are designated and selected by Mortgagee.
(b)
Upon the completion of any sale and compliance with all the terms thereof, the Mortgagee shall execute and deliver to the purchaser or purchasers
a good and sufficient deed of conveyance, assignment and transfer, lawfully conveying, assigning and transferring the property sold. Payment to the Mortgagee of the entire
purchase money shall be full and sufficient discharge of any purchaser or purchasers of the property, sold as aforesaid, for the purchase money; and no such purchaser, or his
representatives, successors or assigns, after paying such purchase money and receiving the deed shall be bound to see to the application of such purchase money.
(c)
In the case of any sale of the Property or of any part thereof, whether under the power of sale herein granted, assent to decree or through other
judicial proceedings, the purchase money, proceeds and avails thereof, together with any other sums which may then be held as security hereunder or be due under any of the
provisions hereof as a part of the Property, shall be applied as follows:

FIRST, to pay all proper costs, charges, fees and expenses, including the fees and costs herein provided for and to pay the costs of appraisals of the Property
and the costs of title examination; and to pay or repay to Mortgagee all moneys advanced by them or either of them for taxes, insurance or otherwise, with interest
thereon as provided herein; and to pay all taxes due upon the Property at the time of sale; and to pay any other lien or encumbrance prior to the legal operation and
effect of this Mortgage unless said sale is made subject to any such taxes or other lien or encumbrance; and to pay a counsel fee of One thousand Five hundred Dollars
($1,500.00) for conducting the proceedings if without contest, but if legal services are rendered to Mortgagee in connection with any contested matter in the
proceedings, then such additional counsel fees and expenses shall be allowed out of the proceeds of sale or sales as the court may deem proper; and to pay additional
reasonable counsel fees, if any, incurred as a result of representing Mortgagee’s interest in any proceedings on behalf of any Mortgagor before any United States
Bankruptcy Court or similar State insolvency proceedings; and also to pay a commission to the auctioneer or other party making the sale equal to five percent (5%) of
the gross sale price;
SECOND, to pay whatever may then remain unpaid under the Note and the interest thereon to the date of payment, whether the same shall be due or not, it
being agreed that the Note shall, upon such sale being made before the maturity of the Note, be and become immediately due and payable at the election of Mortgagee
and to pay all of the indebtedness secured hereby;
THIRD, to pay the remainder of said proceeds, if any, less the expense, if any, of obtaining possession, to Mortgagor or other party lawfully entitled to receive
the same, upon the delivery and surrender of possession of the Property sold and conveyed and delivery of all records, books, bank accounts, leases, agreements,
security deposits of the tenants and all other material relating to the operation of the Property to the said purchaser or purchasers.
(d)
Immediately upon the filing or docketing of suit preliminary to a foreclosure sale of the Property, or any part thereof under this Mortgage, there
shall be and become due and owing by Mortgagor, an auctioneer’s commission on the total amount of the indebtedness secured hereby equal to two and one-half percent (2
½%), and Mortgagee shall not be required to receive the principal and interest in satisfaction of the indebtedness secured hereby, but said sale may be proceeded with unless,
prior to the day appointed therefor, tender is made of said principal, interest, commissions and all expenses and costs incident to such sale and all other sums that are part of
the indebtedness secured hereby.
(e)
Mortgagee may bid and become the purchaser at any sale under this Mortgage. If Mortgagee is the purchaser at any such sale, Mortgagee may
apply the outstanding indebtedness against all or any portion of the purchase price, including the deposit.
4.5

Collection of Revenues. In connection with the exercise by Mortgagee of the rights and remedies provided for in subsection 4.2(b) hereof:

(a)
Mortgagee may notify any tenant, lessee or licensee of the Property, either in the name of the Mortgagee or Mortgagor, to make payment of
Revenues directly to Mortgagee or Mortgagor’s agents, may advise any person of Mortgagee’s interest in and to the revenues arising out of or in connection with the Property
and may collect directly from such tenants, lessees and licensees all amounts due on account of such revenues;
(b)
At Mortgagee’s request, Mortgagor will provide written notification to any or all tenants, lessees and licensees of the property concerning
Mortgagee’s interest in the revenues arising out of or in connection with the Property and will request that such tenants, lessees and licensees forward payment thereof directly
to Lender;

(c)
Mortgagor shall hold any proceeds and collections of any of the revenues arising out of or in connection with the Property in trust for Mortgagee
and shall not commingle such proceeds or collections with any other funds of Mortgagor; and
(d)
Mortgagor shall deliver all such proceeds to Mortgagee immediately upon the receipt thereof by Mortgagor in the identical form received, but
duly endorsed or assigned on behalf of Mortgagor to Mortgagee.
4.6
Use and Occupation of Property. In connection with the exercise of Mortgagee’s rights under subsection 4.2(f), Mortgagee may enter upon, occupy, and
use all or any part of the Property and may exclude Mortgagor from the Land and the Improvements thereon or portion thereof as may have been so entered upon, occupied,
or used. Mortgagee shall not be required to remove any personal Property from the Land and the Improvements upon Mortgagee’s taking possession thereof, and may render
any personal Property unusable to Mortgagor. In the event Mortgagor manages the Land and the improvements thereon in accordance with subsection 4.2(f) herein,
Mortgagor shall pay to Mortgagee on demand a reasonable fee for the management thereof in addition to the indebtedness. Further, Mortgagee may construct such
improvements on the Land or make such alterations, renovations, repairs, and replacements to the Improvements, as Mortgagee, in its sole discretion, deems proper or
appropriate. The obligation of Mortgagor to pay such amounts and all expenses incurred by Mortgagee in the exercise of its rights hereunder shall be included in the
indebtedness and shall accrue interest at the default rate of interest stated in the Note.
4.7
Partial Sales. Mortgagor agrees that in case Mortgagee, in the exercise of the power of sale contained herein or in the exercise of any other rights
hereunder given, elects to sell in parts or parcels, said sales may be held from time to time and that the power shall not be exhausted until all of the Property not previously
sold shall have been sold, notwithstanding that the proceeds of such sales exceed, or may exceed, the indebtedness.
4.8
Assembly of Property. Upon the occurrence of any Event of Default, Mortgagee may require Mortgagor to assemble the Property and make it available to
Mortgagee, at Mortgagor’s sole risk and expense, at a place or places to be designated by Mortgagee which are reasonably convenient to both Mortgagee and Mortgagor.

4.9
Power of Attorney. Upon the occurrence of any Event of Default, Mortgagor hereby irrevocably constitutes and appoints Mortgagee as Mortgagor’s true
and lawful attorney in fact to take any action with respect to the Property to preserve, protect, or realize upon Mortgagee’s interest therein, each at the sole risk, cost and
expense of Mortgagor, but for the sole benefit of Mortgagee. The rights and powers granted Mortgagee by the within appointment include, but are not limited to, the right and
power to: (a) prosecute, defend, compromise, settle, or release any action relating to the Property; (b) endorse the name of Mortgagor in favor of Mortgagee upon any and all
checks or other items constituting revenues arising out of or in connection with the Property; (c) sign and endorse the name of Mortgagor on, and to receive as secured party,
any of the Property; (d) sign and file or record on behalf of Mortgagor any financing or other statement in order to perfect or protect Mortgagee’s security interest; (e) enter
into any contracts or agreements relative to, and to take all action deemed necessary in connection with, the construction of any improvements on the Land; (g) manage,
operate, maintain or repair the Land and the improvements; and (h) exercise the rights of Mortgagor under any contracts, leases or intangible personal property. Mortgagee
shall not be obligated to perform any of such acts or to exercise any of such powers, but if Mortgagee elects so to perform or exercise, Mortgagee shall not be accountable for
more than it actually receives as a result of such exercise of power, and shall not be responsible to Mortgagor except for Mortgagee’s willful misconduct or gross negligence.
All powers conferred upon Mortgagee by this Mortgage and Security Agreement, being coupled with an interest, shall be irrevocable until terminated by a written instrument
executed by a duly authorized officer of the Mortgagee.

ARTICLE 5. MISCELLANEOUS
5.1
Mortgagee. The Mortgagee shall be protected in acting upon any notice, request, consent, demand, statement, note or other paper or document believed
by them to be genuine and to have been signed by the party or parties purporting to sign the same. The Mortgagee shall not be liable for any error of judgment, nor for any act
done or step taken or omitted, nor for any mistake of law or fact, nor for anything which they may do or refrain from doing in good faith nor generally shall a Mortgagee have
any accountability hereunder except for his own individual willful default.
5.2
Estoppel Certificates. Mortgagor, upon request, made either personally or by mail, shall, within six (6) days in case the request is made personally, or
within ten (10) days after the mailing of such request in case the request is made by mail, certify, by a writing duly acknowledged, to Mortgagee or to any proposed assignee
of the Note, the amount of principal and interest then owing on the Note and whether any offsets or defenses exist against the indebtedness secured hereby. At the request of
Mortgagee, such certificate shall also contain a statement that Mortgagor knows of no Event of Default nor of any other default which, after notice or lapse of time or both,
would constitute an Event of Default, which has occurred and remains uncured as of the date of such certificate, or, if any such Event of Default or other default has occurred
and remains uncured as of the date of such certificate, then such certificate shall contain a statement specifying the nature thereof, the time for which the same has continued
and the action which Mortgagor has taken or proposes to take with respect thereto.
5.3
Subrogation. This Mortgage and the Mortgagee, as additional security, are hereby subrogated to the lien or liens and to the rights of the owners and
holders thereof of each and every mortgage, lien or other encumbrance on the Property, or any part thereof, or any claim or demand which is paid or satisfied, in whole or in
part, out of the proceeds of the indebtedness secured hereby and the respective liens of said mortgages, liens and other encumbrances and claims and demands shall pass to
and be held by the Mortgagee as additional security for the indebtedness to Mortgagee to the same extent that they would have been preserved and would have been passed to
and been held by Mortgagee had they each been duly and regularly assigned, transferred, set over and delivered to Mortgagee by separate deed of assignment,
notwithstanding the fact the same may be or may have been satisfied and cancelled of record, it being the intention of the parties hereto that the same will be satisfied and
cancelled of record at or about the time they are paid or satisfied out of the proceeds of the Loan.
5.4
Notices. Unless specifically provided otherwise in this Mortgage or by law, any notice required or permitted by or in connection with this Mortgage shall
be in writing and shall be made by facsimile or by hand delivery, by overnight delivery service, or by certified mail, unrestricted delivery, return receipt requested, postage
prepaid, addressed to Mortgagee or Mortgagor at the appropriate address set forth above or to such other address as may be hereafter specified by written notice by Mortgagee
or Mortgagor. Notice shall be considered given as of the date of the facsimile or the hand delivery, one (1) calendar day after delivery to the overnight delivery service, or
three (3) calendar days after the date of mailing, independent of the date of actual delivery or whether delivery is ever in fact made, as the case may be, provided the giver of
notice can establish that notice was given as provided herein.
5.5
Legal Construction. This Mortgage shall be construed according to the laws of New Jersey (excluding New Jersey conflict of laws) and any court of
competent jurisdiction of New Jersey shall have jurisdiction in any proceeding instituted to enforce this Mortgage and any objections to venue are hereby waived.
5.6
Usury Limitations. No provision of this Mortgage shall require the payment or permit the collection of interest or other sum in excess of the maximum
permitted by applicable law, including a judicial determination. If any excess of interest or other sum in such respect is herein provided for, or shall be adjudicated to be so
provided for herein, neither Mortgagor nor its successors or assigns shall be obligated to pay such interest or other sum in excess of the amount permitted by applicable law,
including a judicial determination, and the right to demand the payment of any such excess shall be and hereby is waived. The provisions of this Section shall control all other
provisions of this Mortgage.
5.7
Recording. Mortgagor covenants and agrees to promptly cause all documents required by Mortgagee to be properly recorded or filed, including this
Mortgage, and to pay all fees, taxes and

expenses incident thereto. Mortgagor shall hold harmless and indemnify Mortgagee against any liability incurred by reason of the imposition of any fee, tax or charge on the
making and recording of this Mortgage.
5.8

Rights of Mortgagee.

(a)
Rights Not Limited. The rights, powers, privileges and discretions (hereinafter collectively called the “rights”) specifically granted to the
Mortgagee and those specifically granted to Mortgagee under this Mortgage are not in limitation of but in addition to those to which they are entitled under any general or
local law relating to and mortgages in New Jersey, now or hereafter existing.
(b)

Benefit to Successors and Assigns. The rights to which Mortgagee may be entitled shall inure to the benefit of its successors and assigns.

(c)

Rights Cumulative. All the rights of Mortgagee are cumulative and not alternative and may be enforced successively or concurrently.

5.9
No Waiver. Failure of Mortgagee to exercise any of their rights shall not impair any of their rights nor be deemed a waiver thereof, and no waiver of any
of their rights shall be deemed to apply to any other such rights, nor shall it be effective unless in writing and signed by the party waiving the right. The acceptance by
Mortgagee of any partial payment after default or an Event of Default, with or without knowledge of the default or Event of Default, shall not be a waiver of the default or
Event of Default unless Mortgagee shall specifically state in writing that the acceptance waives the default or Event of Default or states further conditions which must be
satisfied to constitute such a waiver. The failure of Mortgagee to exercise the option for acceleration of maturity, foreclosure, or either, following an Event of Default or to
exercise any other option or privilege granted to Mortgagee hereunder in any one or more instances, shall not constitute a waiver of any such default, but such option or
privilege shall remain continuously in force.
5.10

Mutual Waiver of Jury Trial. Mortgagor and Mortgagee (by acceptance of this Mortgage) each, on behalf of itself and its successors and assigns,

WAIVES to the fullest extent permitted by law all right to TRIAL BY JURY of any and all claims between them arising under this Mortgage, the Note, the Loan Agreement,
or any other Loan Documents, and any and all claims arising under common law or under any statute of any state or the United States of America, whether any such claims be
now existing or hereafter arising, now known or unknown. In making this waiver Mortgagee and Mortgagor acknowledge and agree that any and all claims made by
Mortgagee and all claims made against Mortgagee shall be heard by a judge of a court of proper jurisdiction, and shall not be heard by a jury. Mortgagee and Mortgagor
acknowledge and agree that THIS WAIVER OF TRIAL BY JURY IS A MATERIAL ELEMENT OF THE CONSIDERATION FOR THIS TRANSACTION. Mortgagee
and Mortgagor, with advice of counsel, each acknowledges that it is knowingly and voluntarily waiving a legal right by agreeing to this waiver provision.
5.11
Waiver by Mortgagor. Mortgagor waives, on behalf of itself and all persons now or hereafter interested in the Property, all rights under all appraisement,
homestead, moratorium, valuation, redemption, exemption, stay, extension and marshalling statutes, laws or equities now or hereafter existing and agrees that no defense
based on any thereof will be asserted in any action enforcing this Mortgage.
5.12
Secondary Market Cooperation. Mortgagor acknowledges that Mortgagee may (a) sell this Mortgage, the Note and the other Loan Documents to one or
more investors as a whole loan, (b) participate the Loan to one or more investors, (c) deposit this Mortgage, the Note, the Guarantee and the other Loan Documents with a
trust, which trust may sell certificates to investors evidencing an ownership interest in the trust assets or (d) otherwise sell the Loan or interest therein to investors (the
transactions referred to in clauses (a) through (d) are hereinafter referred to as “Secondary Market Transactions”). Mortgagor shall cooperate in good faith with Mortgagee
in effecting any such Secondary Market Transaction and shall cooperate in good faith to implement all requirements imposed by any rating agency involved in any Secondary
Market Transaction including, without limitation, all structural or other changes to the Loan, modifications to any documents evidencing or securing the Loan, delivery of
opinions of

counsel acceptable to the rating agency and addressing such matters as the rating agency may require; provided, however, Mortgagor shall not be required to modify any
documents evidencing or securing the Loan which would modify (i) the interest rate payable under the Note, (ii) the stated maturity of the Note, (iii) the amortization of
principal of the Note, or (iv) any other material economic term of the Loan. Mortgagor shall provide such information and documents relating to Mortgagor, any guarantor of
Mortgagor, the Property and any tenant of the Property as Mortgagee may reasonably request in connection with a Secondary Market Transaction. Mortgagee shall have the
right to provide to prospective investors any information in its possession, including, without limitation, financial statements relating to Mortgagor, any guarantor of
Mortgagor, the Property and any tenant of the Property. Mortgagor acknowledges that certain information regarding the Loan and the parties thereto and the Property may be
included in a private placement memorandum, prospectus or other disclosure documents.
5.13
Indemnification. Mortgagee shall not be obligated to perform or discharge any obligation or duty to be performed or discharged by Mortgagor under any
lease. Mortgagor shall indemnify the Mortgagee for and save them harmless from any and all liability arising from any lease or assignment of a lease as security under this
Mortgage. Mortgagee shall not have any responsibility for the control, care, management or repair of the Property or be liable for any negligence in the management,
operation, upkeep, repair or control of the Property resulting in loss or injury or death to any lessee or any other person or entity. The obligations and liabilities of Mortgagor
under this paragraph shall survive any termination, satisfaction or assignment of this Mortgage and the exercise by Mortgagee of any of its rights or remedies hereunder
including, without limitation, the acquisition of the Property by foreclosure or a conveyance in lieu of foreclosure.
5.14
Binding Effect. The terms and conditions agreed to by Mortgagor and the covenants of Mortgagor shall be binding upon the personal representatives,
successors and assigns of Mortgagor and of each of them, but this provision does not waive any prohibition of assignment or any requirement of consent to an assignment
under the other provisions of this Mortgage; any consent to an assignment shall not be consent to any further assignment, each of which must be specifically obtained in
writing.
5.15

Recitals. The recitals of this Mortgage are incorporated herein and made a part hereof.

5.16

Number and Gender. Wherever used herein the singular shall include the plural and the plural the singular, and the use of any gender shall include all

genders.
5.17
Time of Essence. Time is of the essence of the obligations of Mortgagor in this Mortgage and each and every term, covenant and condition made herein by
or applicable to Mortgagor.
5.18
Captions. The captions of the Sections of this Mortgage are for the purpose of convenience only and are not intended to be a part of this Mortgage and
shall not be deemed to modify, explain, enlarge, or restrict any of the provisions hereof.
5.19.
Severability. If any provision of this Mortgage or the application thereof to any person or circumstance shall be invalid, inoperative or unenforceable to
any extent, the remainder of this Mortgage and the application of such provisions to other persons or circumstances shall not be affected thereby and shall be valid, operative
and enforceable to the greatest extent permitted by law.
5.20.
Execution of Counterparts. This Mortgage may be executed in any number of counterparts and each of such counterparts shall for all purposes be deemed
to be an original and all such counterparts shall together constitute but one and the same Mortgage.
5.21.
Security Agreement. Mortgagor has executed this instrument as a Debtor under the Uniform Commercial Code of the state in which the Property is
located. This Mortgage shall constitute and be a security agreement and financing statement under the laws of such state.

ARTICLE 6. ADDITIONAL COVENANTS
6.1

Leases of the Property.

6.1.1
Compliance with Leases. Mortgagor shall carry out all of its agreements and covenants as landlord contained in any leases (which word when
used in this Mortgage shall include, without limitation, all agreements, licenses, contracts, reservations, accounts, and permits affecting all or any part of the Property) and not
permit a lien or other encumbrance superior to such leases other than this Mortgage. No lease shall include any space, or grant to any tenant any right or interest in any area
outside of the limits of the Property. Upon demand of Mortgagee, Mortgagor shall furnish Mortgagee an executed copy of each lease immediately upon its execution. All
future leases shall be written on the standard form accepted by Mortgagee, with only such changes as Mortgagee shall have approved in writing or on a lease agreement
approved by Mortgagee.
6.1.2
Assignment of Leases. Mortgagor hereby grants, conveys, assigns, and transfers unto the Mortgagee, for the benefit of Mortgagee, all the right,
title, interest and privileges which Mortgagor has or may hereafter have in any and all of said leases now existing or hereafter made affecting all or a part of the Property, as
said leases may have been or may from time to time be hereafter modified, extended or renewed with all the rents (which word when used in this Mortgage shall include,
without limitation, all income and profits) due and becoming due therefrom and including without limitation the right of Mortgagee to inspect the leased areas and books and
records of tenants. Mortgagor shall, upon written request by Mortgagee, execute assignments (in any form customarily used by Mortgagee) of any present or future leases,
together with the rents due and becoming due therefrom, which affect in any way all or any part of the Property. No such assignment made or required hereby shall be
construed as a consent by Mortgagee to any lease or to impose on Mortgagee any obligation with respect thereto. Mortgagor shall not make any other assignment,

hypothecation or pledge of any rents under any lease of part or all of the Property. Mortgagor shall not, without the prior written approval of Mortgagee, cancel any of the
leases, nor terminate or accept a surrender thereof, nor reduce the payment of rent thereunder, nor modify any of said leases, nor accept any prepayment of rent other than the
usual prepayment as would result from the acceptance by landlord more than fifteen (15) days before the first day of each month for the ensuing month under leases approved
by Mortgagee according to the terms of such leases. The covenants and restrictions of this subsection shall be deemed covenants and restrictions running with the land.
6.1.3
Limitation on Subordinate Lienors. Mortgagor covenants that Mortgagee of any subordinate lien shall have no right, and shall acquire no right,
to terminate or modify any lease affecting the Property whether or not such lease is subordinate to the legal operation and effect of this Mortgage.
6.1.4
Deposit of Rents. All payments, including security deposits, under any lease received by Mortgagor shall be deemed held by Mortgagor in trust
for the payment of the indebtedness secured hereby. Mortgagor shall deposit in a non-interest bearing account or accounts with Mortgagee all payments (except security
deposits made under residential leases, if any) made under all leases, which sums, subject to the rights of the tenants therein, may be used by Mortgagor in the ordinary course
of Mortgagor’s business to the extent permitted by law, until one or more of the Events of Default shall occur, but not thereafter.
6.1.5
Assignment of Bankruptcy Awards. Mortgagor hereby assigns to the Mortgagee any award made hereafter to it in any court procedure
involving any of the tenants in any bankruptcy, insolvency or reorganization proceeding in any state or federal court and any and all payments by any tenant in lieu of rent.
6.1.6
Limitation of Liability under Leases. The Mortgagee shall not be obligated to perform or discharge any obligation or duty to be performed or
discharged by Mortgagor under any lease; and Mortgagor hereby agrees to indemnify the Mortgagee for and to save them harmless from, any and all liability arising from any
lease, or this assignment thereof and this assignment shall not place the responsibility for the control, care, management or repair of the Property upon the Mortgagee, nor
make said Mortgagee liable for any negligence in the management, operation, upkeep, repair or control of the Property resulting in loss or injury or death to any tenant, agent,
guest, or stranger.

6.1.7
Security Deposits. Mortgagor shall deposit in an account or accounts with Mortgagee or its designee, under the depository’s standard program for
such accounts, all security deposits made under residential leases which sums, subject to the rights of the tenants therein, may be used by Mortgagor in the ordinary course of
Mortgagor’s business to the extent permitted by law, until one or more of the Events of Default shall occur, but not thereafter. All such deposits shall be the continuing
responsibility of Mortgagor, and Mortgagor shall comply with all applicable requirements of state and local law where the Property is located.
6.2

Environmental Covenants.

6.2.1
No Substances Present. Mortgagor hereby represents and warrants to Mortgagee that, after a due and diligent investigation, to the best of its
knowledge, there are not now and have never been any materials or substances located on or near the Property that, under federal, state, or local law, statute, ordinance, or
regulation, or administrative or court order or decree, or private agreement (collectively, the “Environmental Laws”), are regulated as to use, generation, collection, storage,
treatment, or disposal (such materials or substances are hereinafter collectively referred to as “Substances”). The term “Substances” includes any materials or substances
whose release or threatened release may pose a risk to human health or the environment or impairment of property values and shall also include without limitation (i) asbestos
in any form, (ii) urea formaldehyde foam insulation, (iii) paint containing lead, (iv) transformers or other equipment which contains dielectric fluid containing levels of
polychlorinated biphenyls of 50 parts per million or more, and (v) petroleum in any form. Mortgagor further represents and warrants to Mortgagee that the Property is not
now being used nor has it ever been used in the past for any activities involving the use, generation, collection, storage, treatment, or disposal of any Substances. Mortgagor
will not place or permit to be placed any Substances on or near the Property except for those Substances that are typically used in the operation of Mortgagor’s business
provided the same are in appropriately small quantities and are stored, used, and disposed of properly; or Substances that are approved in writing by Mortgagee.
6.2.2
Acting Upon Presence of Substances. Mortgagor hereby covenants and agrees that, if at any time (i) Substances are spilled, emitted, disposed, or
leaked in any amount; or (ii) it is determined that there are Substances located on, in, or under the Property other than those of which Mortgagee has approved in writing or
which are permitted to be used on the Property without Mortgagee’s written approval pursuant to subsection 6.2.1 of this Section, Mortgagor shall immediately notify
Mortgagee and any authorities required by law to be notified, and shall, within thirty (30) days thereafter or sooner if required by Mortgagee or any governmental authority,
take or cause to be taken, at Mortgagor’s sole expense, such action as may be required by Mortgagee or any governmental authority. If Mortgagor shall fail to take such
action, Mortgagee may make advances or payments towards performance or satisfaction of the same but shall be under no obligation so to do; and all sums so advanced or
paid, including all sums advanced or paid in connection with any investigation or judicial or administrative proceeding relating thereto, including, without limitation,
reasonable attorneys’ fees, expert fees, fines, or other penalty payments, shall be at once repayable by Mortgagor and shall bear interest at the Default Rate, from the date
advanced or paid by Mortgagee until the date paid by Mortgagor to Mortgagee, and all sums so advanced or paid, with interest as aforesaid, shall become a part of the
indebtedness secured hereby.
6.2.3
Environmental Audits. Mortgagor, promptly upon the written request of Mortgagee from time to time, shall provide Mortgagee, at Mortgagor’s
expense, from time to time with an environmental site assessment or environmental audit report, or an update of such an assessment or report, all in scope, form, and content
satisfactory to Mortgagee.
6.2.4
Environmental Notices. Mortgagor shall furnish to Mortgagee duplicate copies of all correspondence, notices, or reports it receives from any
federal, state, or local agency or any other person regarding environmental matters or Substances at or near the Property, immediately upon Mortgagor’s receipt thereof.

6.2.5
Condition of Property. Mortgagor hereby represents and warrants that there are no wells or septic tanks on the Property serving any other
property; no wells or septic tanks on other property serving the Property; no burial grounds, archeological sites, or habitats of endangered or threatened species on the
Property; and that no part of the Property is subject to tidal waters; has been designated as wetlands by any federal, state, or local law or governmental agency; or is located in
a special flood hazard area.
6.2.6

Environmental Indemnity.

6.2.6.1 Mortgagor shall at all times indemnify and hold harmless Mortgagee against and from any and all claims, suits, actions, debts, damages,
costs, losses, obligations, judgments, charges, and expenses, of any nature whatsoever suffered or incurred by Mortgagee, whether as beneficiary of this Mortgage, as
mortgagee in possession, or as successor-in-interest to Mortgagor by foreclosure deed or deed in lieu of foreclosure, under or on account of the Environmental Laws or any
similar laws or regulations, including the assertion of any lien thereunder, with respect to:
(a)
any discharge of Substances, the threat of a discharge of any Substances, or the presence of any Substances affecting the Property whether
or not the same originates or emanates from the Property or any contiguous real estate including any loss of value of the Property as a result of any of the foregoing;
(b)
any costs of removal or remedial action incurred by the United States Government or any costs incurred by any other person or damages
from injury to, destruction of, or loss of natural resources, including reasonable costs of assessing such injury, destruction or loss incurred pursuant to any Environmental
Laws;
(c)

liability for personal injury or property damage arising under any statutory or common law tort theory, including, without limitation,

damages assessed for the maintenance of a public or private nuisance or for the carrying on of an abnormally dangerous activity at or near the Property; and/or
(d)
any other environmental matter affecting the Property within the jurisdiction of the Environmental Protection Agency, any other federal
agency, or any state or local environmental agency.
Mortgagor’s obligations under this Agreement shall arise upon the discovery of the presence of any Substance, whether or not the Environmental Protection Agency, any
other federal agency or any state or local environmental agency has taken or threatened any action in connection with the presence of any Substances.
7.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)

When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in accordance with federal
law.

b)

Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice, foreclosing liens, and other
purposes. By using these procedures, SBA does not waive any federal immunity from local or state control, penalty, tax or liability. No Borrower or
Guarantor may claim or assert against SBA any local or state law to deny any obligation of Borrower, or defeat any claim of SBA with respect to
this Loan.

Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.
IN WITNESS WHEREOF, Mortgagor has caused this Mortgage to be duly executed on its behalf and its seal to be hereunto affixed as of the date first
above written.
/s/ Brian Conners
Brian Todd Conners, individually
State/Commonwealth of New Jersey
County of Burlington
On this, the 10th day of March, 2011, before me Lisa Viscusi, the undersigned officer, personally appeared Brian Todd Conners known to me (or satisfactorily
proven) to be the person(s) whose name(s) is/are subscribed to the within instrument, and acknowledged that he/she/they executed the same for the purposes therein contained.
In witness whereof, I hereunto set my hand and official seal.
/s/ Denise Cascio
Notary Public

EXHIBIT A
PROPERTY DESCRIPTION

EXHIBIT B
PERMITTED ENCUMBRANCES
First mortgage in favor of ING Bank in the original amount of $339,920.00 dated 6/26/03 and recorded 7/19/03 in book 7122 page 5
Second mortgage in favor of Quicken Loans Inc. in the original amount of $90,000.00 dated 6/15/04 and recorded 7/6/04 in book 7504 page 1634 (currently serviced by
E*TRADE Bank)
Pari passu mortgages in favor of Susquehanna Bank dated of even date herewith in the original amounts of $1,400,000.00 and $1,250,000.00

SECURITY AGREEMENT - COMMERCIAL
This Security Agreement - Commercial (“Security Agreement”) is executed, made and delivered this 10th day of March, 2011 by , Appliance Recycling Centers of
America, Inc. (herein the “Debtor”), whose address is 7400 Excelsior Boulevard, Minneapolis, MN 33426, for the benefit of Susquehanna Bank, a Pennsylvania statechartered commercial banking corporation (the “Secured Party”), whose address is 159 E. High Street, Pottstown, PA 19464.
FOR VALUE RECEIVED, the receipt, adequacy and sufficiency of which are hereby acknowledged, Debtor grants to Secured Party the security interest (and the
pledges and assignments as applicable) hereinafter set forth and agrees with Secured Party as follows:
A.
OBLIGATIONS SECURED. The security interest and pledges and assignments as applicable granted hereby are to secure punctual payment and
performance of the following (i) a certain promissory note from ARCA Advanced Processing, LLC, the (“Borrower”) of even date herewith in the original principal sum of

Two Million One Hundred Thousand Dollars and No Cents ($2,100,000.00) and payable to the order of Secured Party (the “Note”), and any and all extensions, renewals,
modifications and rearrangements thereof; and (ii) any and all other indebtedness, liabilities and obligations whatsoever of Debtor to Secured Party whether direct or indirect,
absolutely or contingent, primary or secondary, due or to become due and whether now existing or hereafter arising and howsoever evidenced or acquired, whether joint or
several, or joint and several (all of which are herein separately and collectively referred to as the “Obligations”). Debtor acknowledges that the security interest hereby
granted shall secure all future advances as well as any and all other indebtedness, liabilities and obligations of Debtor to Secured Party whether now in existence or hereafter
arising.
B.
USE OF COLLATERAL. Debtor represents, warrants and covenants that the Collateral will be used by the Debtor primarily for business, commercial, or
other similar purposes.
C.
DESCRIPTION OF COLLATERAL. Debtor hereby grants to Secured Party a security interest in (and hereby pledges and assigns as applicable) and
agrees that Secured Party shall continue to have a security interest in (and a pledge and assignment of, as applicable), the following property:
All Equipment. A security interest in all equipment, now owned or hereafter acquired by Debtor, including all appurtenances and additions thereto, and substitutions
therefor and replacement thereof, wheresoever located, including all tools, parts and accessories used in connection therewith and including but not limited to the
collateral listed on Exhibit A” attached hereto.
The term “Collateral” as used in this Agreement shall mean and include, and the security interest (and pledge and assignment as applicable) shall cover, all of the
foregoing property, as well as any accessions, additions and attachments thereto, and the proceeds and products thereof, including without limitation, all cash, general
intangibles, accounts, inventory, equipment, fixtures, farm products, notes, drafts, acceptances, securities, instruments, chattel paper, insurance proceeds payable because of
loss or damage, or other property, benefits or rights arising therefrom, and in and to all returned or repossessed goods arising from or relating to any of the property described
herein or other proceeds of any sale or other disposition of such property.
As additional security for the punctual payment and performance of the Obligations, and as part of the Collateral, Debtor hereby grants to Secured Party a security
interest in, and a pledge and assignment of, any and all money, property, deposit accounts, accounts, securities, documents, chattel paper, claims, demands, instruments, items
or deposits of the Debtor, and each of them, or to which any of them is a party, now held or hereafter coming within Secured Party’s custody or control, including without
limitation, all certificates of deposit and other depository accounts, whether such have matured or the exercise of Secured Party’s rights results in loss of interest or principal or
other penalty on such deposits, but excluding deposits subject to tax penalties if assigned. Without prior notice to or demand upon the Debtor, Secured Party may exercise its
rights granted above at any time when a default has occurred or Secured Party deems itself insecure. Secured Party’s rights and remedies under this paragraph shall be in
addition to and cumulative of any other rights or remedies at law and equity, including, without limitation, any rights of set-off to which Secured Party may be entitled.
D.

REPRESENTATIONS. WARRANTIES AND COVENANTS OF DEBTOR. Debtor represents and warrants as follows:

1.
Ownership; No Encumbrances. Except for the security interest (and pledges and assignments as applicable) granted hereby, the Debtor is, and as
to any property acquired after the date hereof which is included within the Collateral, Debtor will be, the owner of all such Collateral free and clear from all charges, liens,
security interests, adverse claims and encumbrances of any and every nature whatsoever.

2.
No Financing Statements. There is no financing statement or similar filing now on file in any public office covering any part of the Collateral
except those already disclosed to Secured Party by the pre-closing searches, and Debtor will not execute and there will not be on file in any public office any financing
statement or similar filing except the pari passu financing statements filed or to be filed in favor of, or assigned or to be assigned on the date hereof to, Secured Party.
3.
Accuracy of Information. All information furnished to Secured Party concerning Debtor, the Collateral and the Obligations, or otherwise for the
purpose of obtaining or maintaining credit, is or will be at the time the same is furnished, accurate and complete in all material respects.
4.
Authority. Debtor has full right and authority to execute and perform this Agreement and to create the security interest (and pledges and
assignment as applicable) created by this Agreement. The making and performance by Debtor of this Agreement will not violate any articles of incorporation, bylaws or
similar document respecting Debtor, any provision of law, any order of court or governmental agency, or any indenture or other agreement to which Debtor is a party, or by
which Debtor or any of Debtor’s property is bound, or be in conflict with, result in a breach of or constitute (with due notice and/or lapse of time) a default under any such
indenture or other agreement, or result in the creation or imposition of any charge, lien, security interest, claim or encumbrance of any and every nature whatsoever upon the
Collateral, except as contemplated by this Agreement.
5.
Addresses. The address of Debtor designated at the beginning of this Agreement is Debtor’s place of business if Debtor has only one place of
business; Debtor’s chief executive office if Debtor has more than one place of business; or Debtor’s residence if Debtor has no place of business. Debtor agrees not to change
such address without advance written notice to Secured Party.
E.

GENERAL COVENANTS. Debtor covenants and agrees as follows:

1.
Operation of Collateral. Debtor agrees to maintain and use the Collateral solely in the conduct of its own business, in a careful and proper
manner, and in conformity with all applicable permits or licenses. Debtor shall comply in all respects with all applicable statutes, laws, ordinances and regulations. Debtor
shall not use the Collateral in any unlawful manner or for any unlawful purpose, or in any manner or for any purpose that would expose the Collateral to unusual risk, or to
penalty, forfeiture or capture, or that would render inoperative any insurance in connection with the Collateral.
2.
Condition. Debtor shall maintain, service and repair the Collateral so as to keep it in good operating condition. Debtor shall replace within a
reasonable time all parts that may be worn out, lost, destroyed or to otherwise rendered unfit for use, with appropriate replacement parts . Debtor shall obtain and maintain in
good standing at all times all applicable permits, licenses, registrations and certificates respecting the Collateral.
3.
Assessments. Debtor shall promptly pay when due all taxes, assessments, license fees, and governmental charges levied or assessed against Debtor
or with respect to the Collateral or any part thereof.
4.
No Encumbrances. Debtor agrees not to suffer or permit any charge, lien, security interest, adverse claim or encumbrance of any and every nature
whatsoever against the Collateral or any part thereof.
5.
No Removal. Except as otherwise provided in this Agreement, Debtor shall not remove the Collateral from the County or counties designated at
the beginning of this Agreement without Secured Party’s written consent.
6.
No Transfer. Except as otherwise provided in this Agreement with respect to inventory, Debtor shall not, without the prior written consent of
Secured Party, sell, assign, transfer, lease, charter, encumber, hypothecate or dispose of the Collateral, or any part thereof, or interest therein or offer to do any of the
foregoing.
7.
Notices and Reports. Debtor shall promptly notify Secured Party in writing of any change in the name, identity or structure of Debtor, any
charge, lien, security interest, claim or encumbrance asserted against the Collateral, any litigation against Debtor or the Collateral, any theft, loss, injury or similar incident

involving the Collateral, and any other material matter adversely affecting Debtor or the Collateral. Debtor shall furnish such other reports, information and data regarding
Debtor’s financial condition and operations, the Collateral and such other matters as Secured Party may request from time to time.
8.
Landlord’s Waivers. Debtor shall furnish to Secured Party, if requested, a landlord’s waiver of all liens with respect to any Collateral covered by
this Agreement that is or may be located upon leased premises, such landlord’s waivers to be in such form and upon such terms as are acceptable to Secured Party.
9.

Additional Filings. Debtor agrees to execute and deliver such financing statement or statements, or

amendments thereof or supplements thereto, or other documents as Secured Party may from time to time require in order to comply with the Minnesota Uniform Commercial
Code (or other applicable state laws of the jurisdiction where any of the Collateral is located) and to preserve and protect the Secured Party’s rights to the Collateral.
10.
Protection of Collateral. Secured Party, at its option, whether before or after default, but without any obligation whatsoever to do so, may (a)
discharge taxes, claims, charges, liens, security interests, assessments or other encumbrances of any and every nature whatsoever at any time levied, placed upon or asserted
against the Collateral, (b) place and pay for insurance on the Collateral, including insurance that only protects Secured Party’s interest, (c) pay for the repair, improvement,
testing, maintenance and preservation of the Collateral, (d) pay any filing, recording, registration, licensing or certificate fees or other fees and charges related to the
Collateral, or (e) take any other action to preserve and protect the Collateral and Secured Party’s rights and remedies under this Agreement as Secured Party may deem
necessary or appropriate. Debtor agrees that Secured Party shall have no duty or obligation whatsoever to take any of the foregoing action. Debtor agrees to promptly
reimburse Secured Party upon demand for any payment made or any expense incurred by the Secured Party pursuant to this authorization. These payments and expenditures,
together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under applicable laws, which Debtor agrees to pay, shall
constitute additional Obligations and shall be secured by and entitled to the benefits of this Agreement.
11.
Inspection. Debtor shall at all reasonable times allow Secured Party by or through any of its officers, agents, attorneys or accountants, to
examine the Collateral, wherever located, and to examine and make copies of or extracts from Debtor’s books and records.
12.
Further Assurances. Debtor shall do, make, procure, execute and deliver all such additional and further acts, things, deeds, interests and
assurances as Secured Party may request from time to time to protect, assure and enforce Secured Party’s rights and remedies.
13.
Insurance. Debtor shall have and maintain insurance at all times with respect to all tangible Collateral insuring against risks of fire (including socalled extended coverage), theft and such other risks as Secured Party may require, containing such terms, in such form and amounts and written by such companies as may
be satisfactory to Secured Party, all of such insurance to contain loss payable clauses in favor of Secured Party as its interest may appear. All policies of insurance shall
provide for fifteen (15) days written minimum cancellation notice to Secured Party and at the request of Secured Party shall be delivered to and held by it. Secured Party is
hereby authorized to act as attorney for Debtor in obtaining, adjusting, settling and canceling such insurance to the Obligations secured hereby whether or not such Obligations
are then due and payable. Debtor specifically authorizes Secured Party to disclose from the policies of insurance to prospective insurers regarding the Collateral.
14.
Additional Collateral. If Secured Party should at any time be of the opinion that the Collateral is impaired or insufficient, or has declined or
may decline in value, or should Secured Party deem payment of the Obligations to be insecure, then Secured Party may call for additional security satisfactory to Secured
Party, and Debtor promises to furnish such additional security forthwith. The call for additional security may be oral, by messenger or telefax, or United States mail addressed
to Debtor, and shall not affect any other subsequent right of Secured Party to exercise the same.
15.
Goods. Notwithstanding anything to the contrary contained in this agreement, if any Debtor is a “consumer” as defined Regulation AA of the
Board of Governors of the Federal Reserve System, 12 C.F.R. Part 227, or the Federal Trade Commission Credit Practices Rule, 16 C.F.R. Part 444, as applicable, no lien or
security interest created or evidenced by this agreement shall extend to or cover a non-possessory lien or security interest in “household goods,” other than a purchase money
lien or security interest, in accordance with such regulations as applicable.
F.

ADDITIONAL PROVISIONS REGARDING ACCOUNTS. The following provisions shall apply to all accounts included within the Collateral:

1.
Definitions. The term “account”, as used in this Agreement, shall have the same meaning as set forth in the Uniform Commercial Code of
Minnesota in effect as of the date of execution hereof, and as set forth in any amendment to the Uniform Commercial Code of Minnesota to become effective after the date of
execution hereof, and also shall include all present and future notes, instruments, documents, general intangibles, drafts, acceptances and chattel paper of Debtor, and the
proceeds thereof.
2.
Additional Warranties. As of the time any account becomes subject to the security interest (or pledge or assignment as applicable) granted
hereby, Debtor shall be deemed further to have warranted as to such and all of such accounts as follows: (a) each account and all papers and documents relating thereto are
genuine and in all respects what they purport to be; (b) each account is valid and subsisting and arises out of a bona fide sale or lease of goods sold or leased and delivered to,
or out of and for services therefore actually rendered by the Debtor to, the account debtor named in the account; (c) the amount of the account

represented as owing is the correct amount actually and unconditionally owning except for normal cash discounts and is not subject to any set-offs, credits, defenses,
deductions or countercharges; and (d) Debtor is the owner thereof free and clear of any charges, liens, security interests, adverse claims and encumbrances of any and every
nature whatsoever.
3.
Collection of Accounts. Secured Party shall have the right in its own name or in the name of the Debtor, whether before or after default, to
require Debtor forthwith to transmit all proceeds of collection of accounts directly to Secured Party, to demand, collect, receive, receipt for, sue for, compound and give
acquittal for, any and all amounts due or to become due on the accounts and to endorse the name of the Debtor on all Commercial paper given in payment or part payment
thereof, and in Secured Party’s discretion to file any claim or take any other action or proceeding that Secured Party, may deem necessary or appropriate to protect and
preserve and realize upon the accounts and related Collateral. Unless and until Secured Party elects to collect accounts, and the privilege of Debtor to collect accounts is
revoked by Secured Party in writing, Debtor shall continue to collect accounts, account for same to Secured Party, and shall not commingle the proceeds of collection of
accounts with any funds of the Debtor. In order to assure collection of accounts in which Secured Party has a security interest (or which have been pledged or assigned to
Secured Party as applicable) hereunder, Secured Party may notify the post office authorities to change the address for delivery of mail addressed to Debtor to such address as
Secured Party may designate, and to open and dispose of such mail and receive the collections of accounts included herewith. Secured Party shall have no duty or obligation
whatsoever to collect any account, or to take any other action to preserve or protect the Collateral; however, Debtor releases Secured Party from any claim or claims for loss or
damage arising from any act or omission of Secured Party and its officers, directors, employees or agents, should Secured Party elect to collect any account or take any
possession of any Collateral.
4.
Identification and Assignment of Accounts. Upon Secured Party’s request, whether before or after default, Debtor shall take such action and
execute and deliver such documents as Secured Party may request in order to identify, confirm, mark, segregate and assign accounts and to evidence Secured Party’s interest
in same. Without limitation of the foregoing Debtor, upon request, agrees to assign accounts to Secured Party, identify and mark accounts as being subject to the security
interest (or pledge or assignment as applicable) granted hereby, mark Debtors books and records to reflect such security interests, pledges and assignments, and forthwith to
transmit to Secured Party in the form received by Debtor any and all proceeds of collection of such accounts.

5.
Account Reports. Debtor will deliver to Secured Party, as Lender may require, a written report in form and in content satisfactory to Secured
Party, showing a listing and aging of accounts and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of
the assertion by any account debtor of any set-off, defense or claim regarding an account or any other matter adversely affecting any account.
6.
Segregation of Returned Goods. Returned or repossessed goods arising from or relating to any accounts included within the Collateral shall, if
requested by Secured Party, be held separate and apart from any other property. Debtor shall as often as requested by Secured Party, but not less often than weekly, even
though no special request has been made, report to Secured Party the appropriate identifying information with respect to any such returned or repossessed goods relating to
accounts included in assignments or identifications made pursuant hereto.
7.
Right of Off-Set. Any deposit or other sums at any time credited by or due from the holder of the Obligations to Debtor or any endorser,
guarantor or surety of any of the Obligations and any securities or other property of Debtor or any endorser, guarantor or surety of any of the Obligations in the possession of
the holder of the Obligations may at all times be held and treated as additional and cumulative collateral security for the payment of the Obligations and Debtor grants Secured
Party a security interest and contractual right of off-set in all such deposits, sums, securities and other properties as additional and cumulative security for payment of the
Obligations. The holder of the Obligations may apply to set-off such deposits or other sums against the Obligations at any time in the case of Debtor, but only with respect to
matured liabilities in case of the endorsers, guarantors, or sureties of any of the Obligations.
G.

ADDITIONAL PROVISIONS REGARDING INVENTORY. The following provisions shall apply to all inventory included within the Collateral:

1.
Inventory Reports. Debtor will deliver to Secured Party as Secured Party may require, on such frequency as Secured Party may request, a
written report in form and content satisfactory to Secured Party, with respect to the preceding month or other applicable period, showing Debtors opening inventory, inventory
acquired, inventory sold, inventory leased, inventory returned, inventory used in Debtor’s business, closing inventory, any other inventory not within the preceding categories
and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of any matter adversely affecting the inventory,
including, without limitation, any event causing loss or depreciation in the value of the inventory and the amount of such possible loss of depreciation.

2.
Location of Inventory. Debtor will promptly notify Secured Party in writing of any addition to, change in or discontinuance of its place(s) of
business as shown in this Agreement, the places at which inventory is located as shown herein, the location of its chief executive office and the location of the office where it
keeps its records as set forth herein. All Collateral will be located at the places of business shown below, as modified by any written notices given pursuant hereto.
3.
Uses of Inventory. Except as set forth in the loan agreement, unless and until the privilege of Debtor to use inventory in the ordinary course of
Debtor’s business is revoked by Secured Party in the event of default or if Secured Party deems itself insecure, Debtor may use the inventory in any manner not inconsistent
with this Agreement, may lease or sell that part of the Collateral consisting of inventory provided that all such leases and sales are in the ordinary course of business, and use
and consume any raw materials or supplies that are necessary in order to carry on Debtor’s business. A sale in the ordinary course of business does not include a transfer in
partial or total satisfaction of a debt.
4.
Accounts as Proceeds. All accounts that are proceeds of the inventory included within the Collateral shall be subject to all of the terms and
provisions hereof pertaining to accounts.
5.

Protection of Inventory. Debtor shall take all action necessary to protect and preserve the inventory.

6.
Assignment of Rents and Leases. Debtor hereby assigns to Secured Party all rents and other benefits derived or to be derived from leases
(“Leases”) of the inventory now or hereafter existing or entered into, together with all guarantees, amendments, modifications, extensions and renewals thereof (the “Rents”).
Prior to a foreclosure by Secured Party of any lien or security interest which Secured Party may now or hereafter hold covering the inventory, this Assignment of Rents is not
intended to, and shall not, constitute payment to Secured Party, unless Secured Party terminates Debtor’s license to collect the Rents, and then it shall constitute payment only
to the extent that prior to foreclosure the Rents are actually received by Secured Party as opposed to constituting a portion of the voluntary payments of principal and interest
on the indebtedness evidenced and secured hereby, and are not used for the operation, maintenance or repair of the inventory, or for the payment of costs and expenses in
connection therewith. Except as otherwise provided herein, Secured Party shall have the absolute right, power and authority to take any and all actions which Secured Party
deems necessary or appropriate in connection with taking possession of the inventory, leasing all or any part of the inventory, collecting all or any of the Rents and enforcing
the rights of the lessor under any of the leases, including without limitation, bringing, prosecuting, defending or settling legal proceedings against lessees of the inventory.
Notwithstanding anything herein to the contrary, Secured Party shall not be obligated to perform or discharge, and Secured Party does not undertake to perform or discharge,
any obligation, duty or liability with respect to the Leases or the Rents under or by reason of this Assignment. This Assignment shall not operate to place responsibility for the
control, care, maintenance or repair of the inventory upon Secured Party, or for any dangerous or defective condition of the Inventory, or for any negligence in the
arrangement, upkeep, repair, or control of the inventory. Debtor shall retain a revocable license to collect and receive the Rents as the agent of Secured Party, and to retain, use
and enjoy such Rents, provided that such revocable license ipso facto terminate without further action by Secured Party and without notice to Debtor upon the occurrence of
any default or event of default as defined in any note, deed of trust, security agreement, guaranty, financing statement, fixture filing or other loan documents given to Secured
Party by Debtor or any other party in connection with any indebtedness or obligation of Debtor to Secured Party.
7.
Leased Inventory. Debtor shall (a) observe and perform faithfully every obligation which Debtor is required to perform under the Leases; (b)
enforce or secure the performance of, at its sole cost and expense, every obligation to be performed by the lessees under the Leases; (c) not collect any Rents in advance of the
time when the same shall be due, or anticipate any payments under any of the Leases, except for bona fide security deposits not in excess of an amount equal to two (2)
months Rent; (d) at the request of Secured Party, deliver copies of Leases to Secured Party; and (e) appear and defend against, at Debtor’s sole cost and expense, any action or
proceeding arising under, and in any manner connected with the Leases, the Rents or the obligations, duties or liabilities of the lessor, lessee or guarantors thereunder.
H.

[INTENTIONALLY OMITTED]

I.

[INTENTIONALLY OMITTED]

J.
EVENTS OF DEFAULT. Debtor shall be in default hereunder upon the happening of any of the following events or conditions: (i) non-payment when
due (whether by acceleration of maturity or otherwise) of any payment of principal, interest or other amount due on any Obligations; (ii) the occurrence of any event which
under the terms of any evidence of indebtedness, indenture, loan agreement, security agreement or similar instrument permits the acceleration of maturity of any of obligation
of Debtor whether to Secured Party or to others; (iii) any representation or warranty made by Debtor and/or others to Secured Party in connection with this Agreement, the
Collateral or the Obligations, or in any statements or certificates, proves incorrect in any material

respect as of the date of the making or the issuance thereof; (iv) default occurs in the observance or performance of or, if Debtor fails to furnish adequate evidence of
performance of, any provision of this Agreement or of any note, assignment, transfer, other agreement, document or instrument delivered by Debtor to Secured Party in
connection with this Agreement, the Collateral or the Obligations; (v) death, dissolution, liquidation, termination of existence, insolvency, business failure or winding-up of
Debtor, or any maker, endorser, guarantor, surety or other party liable in any capacity for any of the Obligations; (vi) the filing of a petition in bankruptcy by or against, or the
application for appointment of a receiver or any other legal custodian for any part of the property of, or the assignment for the benefit of creditors by, or the commencement of

any proceeding under any bankruptcy, rearrangement, reorganization, insolvency or similar laws for the relief of Debtors by or against, the Debtor, or any maker, endorser,
guarantor, surety or other party primarily or secondarily liable for any of the Obligations; (vii) the Collateral becomes, in the judgment of Secured Party, impaired,
unsatisfactory or insufficient in character or value; (viii) the filing of any levy, attachment, execution, garnishment or other process against the Debtor, or any of the Collateral
or any maker, endorser, guarantor, surety, or other party liable in any capacity for any of the Obligations, or (ix) the Secured Party in good faith believes that the prospect of
repayment or performance of the Obligations or any of the covenants, agreements or other duties under any writing executed in connection herewith is impaired.
K.
REMEDIES. Upon the occurrence of an Event of Default, or if Secured Party deems payment or performance of the Obligations to be insecure, Secured
Party, at its option, shall be entitled to exercise any one or more of the following remedies (all of which are cumulative):
1.
Declare Obligations Due. Secured Party, at its option, may declare the Obligations or any part thereof immediately due and payable, without
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor, or any other notice whatsoever, all of which
are hereby waived by Debtor, the Borrower and any maker, endorser, guarantor, surety or other party liable in any capacity for any of the Obligations.
2.
Remedies. Secured Party shall have all of the rights and remedies provided for in this Agreement and any other agreements executed by Debtor,
the rights and remedies in the Uniform Commercial Code of Minnesota, and any and all rights and remedies at law or in equity, all of which shall be deemed cumulative.
Without limiting the foregoing, Debtor agrees that Secured Party shall have the right to: (a) require Debtor to assemble the Collateral and make it available to Secured Party at
a place designated by Secured Party that is reasonably convenient to both parties, which Debtor agrees to do; (b) take possession of the Collateral with or without process of
law, and, in this connection, enter any premises where the Collateral is located to remove same, to render it unusable, or to dispose of same on such premises; (c) sell, lease or
otherwise dispose of the Collateral, by public or private proceedings, for cash or credit, without assumption of credit risks; and/or (d) whether before or after default, collect
and receipt for, compound, compromise, and settle, and give releases, discharges and acquittances, with respect to, any and all amounts owed by any person or entity with
respect to the Collateral. Unless the Collateral is perishable or threatens to decline speedily in value or is of the type customarily sold on a recognized market, Secured Party
will send Debtor reasonable notice of the time and place of any public sale or of the time after which any private sale or other disposition will be made. Any requirement of
reasonable notice to Debtor shall be met if such notice is mailed, postage prepaid, to Debtor at the address of Debtor designated at the beginning of this Agreement, at least
five (5) days before the day of any public sale or at least five (5) days before the time after which any private sale or other disposition will be made.
3.
Expenses. Debtor shall be liable for and agrees to pay the reasonable expenses incurred by Secured Party in enforcing its rights and remedies, in
retaking, holding, testing, repairing, and proving, selling, leasing or disposing of the Collateral, or like expenses, including, without limitation, attorneys fees and legal
expenses incurred by Secured Party. These expenses, together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under
applicable laws, which Debtor agrees to pay, shall constitute additional Obligations, and shall be secured and entitled to the benefits of this Agreement.
4.
Proceeds; Surplus; Deficiencies. Proceeds received by Secured Party from disposition of the Collateral shall be applied toward Secured Party’s
expenses and other Obligations and in such order or manner as Secured Party may elect. Debtor shall be entitled to any surplus if one results after lawful application of the
proceeds.
5.
Remedies Cumulative. The rights and remedies of Secured Party are cumulative and the exercise of any one or more of the rights of remedies
shall not be deemed an election of rights or remedies or a waiver of any other right or remedy. Secured Party may remedy any default and may waive any default without
waiving the default remedy or without waiving any other prior or subsequent default.
L.
RELINQUISHMENT OF CERTAIN DEFENSES. Regarding the enforcement of the security interests and covenants and agreements contained in this
Agreement to secure payment of the Obligations, the Debtor covenants and agrees as follows:
1.

Secured Party’s right of recovery against the Collateral for the Obligations shall be determined as if Debtor

were a primary obligor for the payment of the Obligations regardless of whether or not Debtor is in fact primarily liable for all or any part of the Obligations. Debtor
specifically agrees that it shall not be necessary or required, in order to enforce the remedies under this Agreement, that the Secured Party have made demand for payment
upon the Borrower or any other person or entity liable for any portion of the Obligations or have made protest thereof or have given notice to the Borrower or any other party
liable thereon of maturity or nonpayment of the Obligations.
2.
The Debtor specifically waives any notice of acceptance of this Agreement by the Secured Party and of the creation, advancement, existence,
extension, renewal, modification, consolidation, the rearrangement from time to time of the Obligations, the increase from time to time in the principal amount thereof, the
increase or reduction from time to time of the rate of interest thereon, or any indulgence from time to time with respect to the Obligations, or any part thereof, and of
nonpayment thereof or default thereon, and waives grace, demand, protest, presentment and notice of demand, protest, and presentment with respect to the Obligations, and
waives notice of the amount of the Obligations outstanding at any time, and agrees that the maturity of the Obligations, or any part thereof, may be accelerated, extended,
modified, amended or renewed from time to time or any other indulgence may be granted with respect thereto by the Secured Party at its will or as may be agreed by the
Borrower without notice to or further consent by the Debtor, at any time or times.
3.
The Debtor agrees that: (i) no renewal, extension, modification, consolidation, or rearrangement of or any other indulgence, forbearance or
compromise with respect to the Obligations, or any part thereof; (ii) no increase in the principal amount of any of the Obligations; (iii) no increase or reduction of the rate of
interest thereon; (iv) no release, withdrawal, substitution, surrender, subordination, exchange, deterioration, waste or other impairment of any security or collateral or guaranty
now or hereafter held by the Secured Party for payment of the Obligations, or of any part thereof; (v) no release of the Borrower, any guarantor, or of any other person
primarily or secondarily liable on the Obligations, or any part thereof; and (vi) no delay or omission or lack of diligence or care in exercising any right or power with respect to
the Obligations or any security or collateral therefor or under this Agreement shall in any manner impair, diminish or affect the rights of the Secured Party or the liability of
the Debtor hereunder. The Debtor specifically agrees that it shall not be necessary or required, and that the Debtor shall not be entitled to require, that the Secured Party
mitigate damages, or file suit or proceed to obtain or assert a claim for personal judgment against the Borrower for the Obligations, or make any effort at collection of the
Obligations from the Borrower, or foreclose against or seek to realize upon any security or collateral now or hereafter existing for the Obligations, or file suit or proceed to
obtain or assert a claim for personal judgment against any other party (whether maker, guarantor, endorser or surety) liable for the Obligations, or make any effort at
collections of the Obligations from any such other party, or exercise or assert any other right or remedy to which the Secured Party is or may be entitled in connection with the
Obligations or any security or collateral or other Agreement therefor, or assert or file any claim against the assets or estate of the Borrower or any guarantor or other person
liable for the Obligations, or any part thereof, before or as a condition of enforcing the liability of the Debtor under this Agreement or requiring payment of the Obligations by
the Debtor hereunder, or at any time thereafter. The Debtor expressly waives any right to the benefit of or to require or control application of any security or collateral or the
proceeds of any security or collateral now existing or hereafter obtained by the Secured Party as security for the Obligations, or any part thereof, and agrees that the Secured
Party shall have no duty insofar as the Debtor is concerned to apply upon any of the Obligations any monies, payments or other property at any time received by or paid to or
in the possession of the Secured Party, except as the Secured Party shall determine in its sole discretion. The Debtor specifically agrees that Debtor shall not have any recourse
or action against the Secured Party by reason of any action the Secured Party may take or omit to take in connection with the Obligations, the collection of any sums or
amounts herein mentioned, or in connection with any security or collateral or any Guaranty at any time existing therefor.
4.
The Debtor agrees to the terms, provisions and conditions of the Note and other instruments evidencing the Obligations and of any renewal,
modification, consolidation or rearrangement thereof or other agreements which may have been or may hereafter be executed by the Borrower from time to time evidencing or
in connection with the Obligations or any part thereof, and agrees that the Debtor’s liability hereunder shall in no manner be affected, reduced, impaired or released by reason
of any term, provision or condition of such Note or other agreement or by the failure, refusal or omission of the Secured Party to enforce or observe any of same or any
forbearance or compromise made by the Secured Party or any action taken or omitted to be taken by the Secured Party pursuant thereto or in connection therewith. The

Debtor, by the execution and delivery of this Agreement agrees, represents, warrants and acknowledges that Debtor shall be bound by the provisions of any Agreement and
Security Agreement and any Environmental Certificate and Agreement of even date herewith, from the Borrower to the Secured Party and which purport to be applicable to
Debtor to the same extent and with the same effect as if Debtor had executed and delivered such document to the Secured Party. In that connection, the Debtor agrees that the
provisions of this Paragraph shall survive any exercise of the power of sale granted in any instrument securing the Obligations, any foreclosure of the liens created by any of
the instruments securing the Obligations, any conveyance in lieu of any such foreclosure, the repayment of the Obligations, and the discharge and release of all liens, rights
and interests securing payment of the Obligations.
5.
The Debtor absolutely and unconditionally covenants and a agrees that: (i) in the event that the Borrower does not or is unable to pay or perform
the Obligations for any reason including, without limitation, liquidation, dissolution,

receivership, insolvency, bankruptcy, assignment for the benefit of creditors, reorganization, arrangement, composition or readjustment or other similar proceedings affecting
the status, composition, identity, existence, assets or Obligations of the Borrower, or the disaffirmance or termination of any of the Obligations in or as a result of any such
proceedings; and/or (ii) if all or any part of the Obligations (or any instrument or agreement made or executed in connection therewith) is for any reason found to be invalid,
illegal, unenforceable, uncollectible or legally impossible, for any reason whatsoever (including, without limiting the generality of the foregoing, upon the grounds that the
payment and/or performance of the Obligations is ultra vires or otherwise without authority, may violate applicable usury laws, is subject to valid defenses, claims or offsets
of the Borrower, or any instrument evidencing any of the Obligations is forged or otherwise irregular), then in any such case the Debtor shall pay and perform the Obligations
as herein provided and that no such occurrence shall in any way diminish or otherwise affect the Debtor’s liabilities hereunder.
6.
Should the status, composition, structure or name of the Borrower change, including, but not limited to, by reason of a merger, dissolution,
consolidation or reorganization, this Agreement shall continue and also cover the Obligations and Obligations of the Borrower under the new status, composition structure or
name according to the terms hereof. If the Borrower is a general or limited partnership, no termination of said partnership, nor withdrawal therefrom or termination of any
ownership interest therein owned, by any general or limited partner of such partnership shall alter, limit, terminate, excuse or modify the Debtor’s liabilities set forth in this
Agreement.
7.
In the event any payment from the Borrower to the Secured Party is held to constitute a preference under the bankruptcy laws, or if for any other
reason the Secured Party is required to refund such payment or pay the amount thereof to any other party, such payment by the Borrower to the Secured Party shall not
constitute a release of the Debtor from any liability hereunder, and this Agreement shall continue to be effective or shall be reinstated, as the case may be, to the extent of any
such payment or payments.
8.
At all times while any or all of the Obligations are now or hereafter secured in whole or in part, the Debtor agrees that the Secured Party may,
from time to time, at its discretion, and with or without valuable consideration, allow substitution, withdrawal, release, surrender, exchange, subordination, deterioration,
waste, loss or other impairment of all or any part of such security or collateral, without notice to or consent by the Debtor, and without in anywise impairing, diminishing or
releasing the liability of the Debtor hereunder.
9.
The Debtor waives marshalling of assets and liabilities, sale in inverse order of alienation, and all defenses given to sureties or Debtors at law or
in equity other than actual payment of the Obligations and performance of the actions constituting the Obligations, including, but not limited to, any rights pursuant to the
laws of Minnesota. The failure by the Secured Party to file or enforce a claim against the estate (either in administration, bankruptcy or other proceeding) of the Borrower or
any other person primarily or secondarily liable for the Obligations or of any other or others shall not affect the liability of Debtor hereunder.
M.

OTHER AGREEMENTS.

1.
Savings Clause. Notwithstanding any provision to the contrary herein, or in any of the documents evidencing the Obligations or otherwise
relating thereto, no such provision shall require the payment or permit the collection of interest in excess of the maximum permitted by applicable usury laws. If any such
excessive interest is so provided for, then in such event (i) the provisions of this paragraph shall govern and control, (ii) neither the Debtor nor Debtor’s heirs, legal
representatives, successors or assigns or any other party liable for the payment thereof shall be obligated to pay the amount of such interest to the extent that it is in excess of
the maximum amount permitted by law, (iii) any such excess interest that may have been collected shall be, at the option of the holder of the instrument evidencing the
Obligations, either applied as a credit against the then unpaid principal amount thereof or refunded to the maker thereof, and (iv) the effective rate of interest shall be
automatically reduced to the maximum lawful rate under applicable usury laws as now or hereafter construed by the courts having jurisdiction.
2.

Joint and Several Responsibility. If this Security Agreement is executed by more than one Debtor, the obligations of all such Debtors shall be

joint and several.
3.
Waivers. Debtor and any maker, endorser, guarantor, surety or other party liable in any capacity respecting the Obligations hereby waived
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor and any other notice whatsoever.
4.
Severability. Any provision hereof found to be invalid by courts having jurisdiction shall be invalid only with respect to such provision (only to
the extent necessary to avoid such invalidity). The offending provision shall be modified to the minimum extent possible to confer upon Secured Party the benefits intended
thereby. Such provision as modified and the remaining provisions hereof shall be construed and enforced to the same extent as if such offending provision (or portion thereof)
had not been contained herein, to the maximum extent possible.

5.
Use of Copies. Any carbon, photographic or other reproduction of any financing statement signed by Debtor is sufficient as a financing statement
for all purposes, including without limitation, filing in any state as may be permitted by the provisions of the Uniform Commercial Code of such state. All rights and remedies
of Secured Party in all such agreements are cumulative, but in the event of actual conflict in terms and conditions, the terms and conditions of the latest security agreement
shall govern and control.
6.
Authorization to File Financing Statements. The Debtor hereby irrevocably authorizes the Secured Party at any time and from time to time to
file in any filing office in any Uniform Commercial Code jurisdiction any initial financing statements and amendments thereto that (a) indicate the Collateral (i) as all assets of
the Debtor or words of similar effect, regardless of whether any particular asset comprised in the Collateral falls within the scope of Article 9 of the Uniform Commercial
Code of the State or such jurisdiction, or (ii) as being of an equal or lesser scope or with greater detail, and (b) provide any other information required by part 5 of Article 9 of
the Uniform Commercial Code of the State or such other jurisdiction, for the sufficiency or filing office acceptance of any financing statement or amendment, including (i)
whether the Debtor is an organization, the type of organization and any organizational identification number issued to the Debtor and, (ii) in the case of a financing statement
filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of real property to which the Collateral relates. The Debtor
agrees to furnish any such information to the Secured Party promptly upon the Secured Party’s request. The Debtor also ratifies its authorization for the Secured Party to have
filed in any Uniform Commercial Code jurisdiction any like initial financing statements or amendments thereto if filed prior to the date hereof.
7.
Notices. Any notice or demand given by Secured Party to Debtor in connection with this Agreement, the Collateral or the Obligations shall be
deemed given and effective upon deposit in the United States mail, postage pre-paid, addressed to Debtor at the address of the Debtor designated at the beginning of this
Agreement. Actual notice to Debtor shall always be effective no matter how given or received.

8.
Headings and Gender. Paragraph headings in this Agreement are for convenience only and shall be given no meaning or significance in
interpreting this Agreement. All words used herein shall be construed to be or such gender of number as the circumstances require.
9.
Amendments. Neither this Agreement nor any of its provisions may be changed, amended, modified, waived or discharged orally, but only by
an instrument in writing signed by the party against whom enforcement of the change, amendment, modification, waiver or discharge is sought.
10.
Binding Effect. The provisions of this Security Agreement shall be binding upon the heirs, executors, administrators, personal representatives,
successors and assigns of Debtor, and the rights, powers and remedies of Secured Party hereunder shall inure to the benefit of the successors and assigns of Secured Party.
11.

Governing Law. This Security Agreement shall be governed by the law of Minnesota and applicable federal law.

13.
Statute of Frauds. THIS COMMERCIAL SECURITY AGREEMENT, THE LOAN AGREEMENT AND ALL DOCUMENTS AND
INSTRUMENTS REFERENCED HEREIN OR IN THE LOAN AGREEMENT, OR EXECUTED IN CONNECTION WITH OR ATTACHED TO THE LOAN
AGREEMENT, REPRESENT THE FINAL AGREEMENT BETWEEN DEBTOR AND SECURED PARTY, AND MAY NOT BE CONTRADICTED BY EVIDENCE OF
PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY.
13.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)
When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in
accordance with federal law.
b)
Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice,
foreclosing liens, and other purposes. By using these procedures, SBA does not waive any federal immunity from local or state control,
penalty, tax or liability. No

Borrower or Guarantor may claim or assert against SBA any local or state law to deny any obligation of Borrower, or defeat any claim of
SBA with respect to this Loan.
Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.
IN WITNESS WHEREOF, the undersigned has executed this Agreement effective as of the date first written above.
DEBTOR
Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

EXHIBIT A
See attached list of equipment

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
Appliance Recycling Centers of America, Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137

Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is Appliance Recycling Centers of America, Inc. (“Corporation”). The
Corporation is a corporation for profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of
Minnesota. The Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings,
governmental licenses and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a
foreign corporation in all states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full
power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at
7400 Excelsior Boulevard, Minneapolis, MN 53426. Unless the Corporation has designated otherwise in writing, the principal office is the office at which the Corporation
keeps its books and records. The Corporation will notify Lender prior to any change in the location of the Corporation’s state of organization or any change in the
Corporation’s name. The Corporation shall do all things necessary to

preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any
governmental or quasi-governmental authority or court applicable to the Corporation and the Corporation’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting
of the Corporation’s shareholders, duly called and held on
, at which a quorum was present and voting, or by other duly authorized action in lieu of a
meeting, the resolutions set forth in this Resolution were adopted.
OFFICER. The following named person(s) is an/are officer(s) of Appliance Recycling Centers of America, Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Edward Cameron

President

Y

/s/ Edward R. Cameron

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging
to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he or she may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do
and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the officer may in his or her
discretion deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.

ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

FILING LOCATION

DATE

N/A

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization;
(G) conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and
received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.

I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS INTENDED
THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Edward R. Cameron
Edward Cameron, President
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
Safe Disposal Systems, Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137

S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is Safe Disposal Systems, Inc. (“Corporation”). The Corporation is a
corporation for profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the Commonwealth of
Pennsylvania. The Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings,
governmental licenses and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a
foreign corporation in all states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full
power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at
4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137. Unless the Corporation has designated otherwise in writing, the principal office is the office at which the
Corporation keeps its books and records. The Corporation will notify Lender prior to any change in the location of the Corporation’s state of organization or any change in the
Corporation’s name. The Corporation shall do all things necessary to

preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any
governmental or quasi-governmental authority or court applicable to the Corporation and the Corporation’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting
of the Corporation’s shareholders, duly called and held on
, at which a quorum was present and voting, or by other duly authorized action in lieu of a meeting,
the resolutions set forth in this Resolution were adopted.
OFFICER. The following named person(s) is an/are officer(s) of Safe Disposal Systems, Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

President/Secretary

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging
to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he or she may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do
and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the officer may in his or her

discretion deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.

ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization;
(G) conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and
received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.

I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS
INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Brian Conners
Brian Conners, Secretary
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

AFFIDAVIT
RE: $2,100,000.00 LIFE INSURANCE
I, Brian Conners, have life insurance in the amount of $2,100,000.00, as evidenced by Policy No. Guardian Life Insurance Company Policy No. 6417978. Within
sixty (60) days from today’s date, I shall provide to Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (“Lender”) if not already provided,
the actual original life insurance policy(ies) and/or recorded collateral assignment(s). I recognize that my failure to provide the original life insurance policy(ies) and
recorded collateral assignment(s) will constitute a default under the loan documents unless I take all reasonable steps to obtain comparable coverage.
I further certify, as an additional inducement for Susquehanna Bank to make the loan, that the policy referenced herein is in full force and effect, is current on its
premium payments, has not been assigned to any other creditor(s) and that there are no other liens of any type whatsoever against the policy except the pari passu liens of
Susquehanna Bank.
I understand that Susquehanna Bank is relying on the representations set forth in this Affidavit in the making of the loan and that any false statements contained
herein or any failure to comply with the undertakings set forth above shall entitle the Lender to pursue any and all remedies to which it is entitled under the loan documents or

applicable law, including, but not limited to acceleration of the indebtedness.
/s/ Brian Conners
Brian Conners
Sworn to and subscribed
before me this 10th day
of March, 2011.
/s/ Denise Cascio
Notary Public

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
S.D.S. Service Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is S.D.S. Service Inc. (“Corporation”). The Corporation is a corporation for
profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the Commonwealth of Pennsylvania. The
Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings, governmental licenses
and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a foreign corporation in all
states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full power and authority to own its
properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at 4301 N. Delaware Avenue,
Bldg. A, Philadelphia, PA 19137. Unless the Corporation has designated

otherwise in writing, the principal office is the office at which the Corporation keeps its books and records. The Corporation will notify Lender prior to any change in the
location of the Corporation’s state of organization or any change in the Corporation’s name. The Corporation shall do all things necessary to preserve and to keep in full force
and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental
authority or court applicable to the Corporation and the Corporation’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting
of the Corporation’s shareholders, duly called and held on
, at which a quorum was present and voting, or by other duly authorized action in lieu of a meeting,

the resolutions set forth in this Resolution were adopted.
OFFICER. The following named person(s) is an/are officer(s) of S.D.S. Service, Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

President/Secretary

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging
to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he or she may deem advisable.

Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do
and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the officer may in his or her
discretion deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization; (G)
conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and
received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.

IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.
I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS
INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Brian Conners
Brian Conners, Secretary
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
ARCA Advanced Processing, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is ARCA Advanced Processing, LLC (“Company”). The Company is a limited liability
company which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of Minnesota. The Company is
duly authorized to transact business in all other states in which the Company is doing business, having obtained all necessary filings, governmental licenses and approvals for
each state in which the Company is doing business. Specifically, the Company is, and at all times shall be, duly qualified as a foreign limited liability company in all states in
which the failure to so qualify would have a material adverse effect on its business or financial condition. The Company has the full power and authority to own its properties
and to transact the business in which

it is presently engaged or presently proposes to engage. The Company maintains an office at 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137. Unless the
Company has designated otherwise in writing, the principal office is the office at which the Company keeps its books and records. The Company will notify Lender prior to

any change in the location of the Company’s state of organization or any change in the Company’s name. The Company shall do all things necessary to preserve and to keep in
full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasigovernmental authority or court applicable to the Company and the Company’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
other duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by

MEMBERS. The following named persons are members of ARCA Advanced Processing, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

Chief Manager

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances. Notwithstanding the foregoing, any one of the above
authorized persons may execute, deliver, or record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account with
Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.

Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as
the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,
and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender

and receipt acknowledged by Lender in writing at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not
affect any of the Company’s agreements or commitments in effect at the time notice is given.

IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER
SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING
TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ Brian Conners
Brian Conners, Chief Manager
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
4301 Operations, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is 4301 Operations, LLC (“Company”). The Company is a limited liability company
which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of Delaware. The Company is duly
authorized to transact business in all other states in which the Company is doing business, having obtained all necessary filings, governmental licenses and approvals for each
state in which the Company is doing business. Specifically, the Company is, and at all times shall be, duly qualified as a foreign limited liability company in all states in
which the failure to so qualify would have a material adverse effect on its business or financial condition. The Company has the full power and authority to own its properties
and to transact the business in which it is

presently engaged or presently proposes to engage. The Company maintains an office at 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137. Unless the Company
has designated otherwise in writing, the principal office is the office at which the Company keeps its books and records. The Company will notify Lender prior to any change
in the location of the Company’s state of organization or any change in the Company’s name. The Company shall do all things necessary to preserve and to keep in full force
and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental
authority or court applicable to the Company and the Company’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
other duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by

MEMBERS. The following named persons are members of 4301 Operations, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

Director

Y

/s/ Brian Conners

James Ford

Director

Y

/s/ James Ford

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances. Notwithstanding the foregoing, any one of the above
authorized persons may execute, deliver, or record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account

with Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as

the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,
and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full

force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender and receipt acknowledged by Lender in writing at Lender’s
address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Company’s agreements or commitments in
effect at the time notice is given.
IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER
SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING
TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ Brian Conners
Brian Conners, Director
/s/ James Ford
James Ford, Director
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
Scarabee Holdings, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is Scarabee Holdings, LLC (“Company”). The Company is a limited liability company
which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of New York. The Company is duly
authorized to transact business in all other states in which the Company is doing business, having obtained all necessary filings, governmental licenses and approvals for each
state in which the Company is doing business. Specifically, the Company is, and at all times shall be, duly qualified as a

foreign limited liability company in all states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Company has
the full power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage. The Company maintains an
office at 51 Willard Avenue, Pocantino Hills, NY 10591. Unless the Company has designated otherwise in writing, the principal office is the office at which the Company
keeps its books and records. The Company will notify Lender prior to any change in the location of the Company’s state of organization or any change in the Company’s
name. The Company shall do all things necessary to preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations,
rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental authority or court applicable to the Company and the Company’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by other

MEMBERS. The following named persons are members of Scarabee Holdings, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

James Ford

Manager

Y

/s/ James Ford

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.

Notwithstanding the foregoing, any one of the above authorized persons may execute, deliver, or record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account with
Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness

of the Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as
the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,
and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender
and receipt acknowledged by Lender in writing at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not
affect any of the Company’s agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER
SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING
TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ James Ford
James Ford, Manager
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

ASSIGNMENT OF LEASE
(Tenant’s Interest)
THIS ASSIGNMENT OF LEASE (“Assignment”) is made on 03/10/11 by ARCA Advanced Processing, LLC (“Assignor”) whose address is 4301 N. Delaware
Avenue, Bldg. A, Philadelphia, PA 19137 to Susquehanna Bank, a Pennsylvania state-chartered banking corporation (“Assignee”) whose address is 159 E. High Street,
Pottstown, PA 19464.
1.

Definitions.

“Lease”: Lease agreement, including all modifications, extensions and renewals, dated June 18, 2010 by and between Assignor as tenant and Delaware Ave, LLC
(“Landlord”) of the Property.
“Loan Agreement”: The Small Business Administration Authorization dated December 23, 2010 between The United States Small Business Administration and
Assignee and the Loan Agreement dated of even date herewith between Assignor and Assignee.
“Loan Documents”: The Note, the Loan Agreement and any loan documents relating to or securing the Note.
“Note”: The promissory note dated of even date herewith in the original principal amount of $2,100,000.00 delivered to Assignee by Assignor.
“Property”: The leasehold interest in the real estate commonly known as 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137 .
“Indebtedness”: All amounts outstanding at any time under the Note and Loan Documents.
All other capitalized terms used herein, unless otherwise specified, shall have the same meaning ascribed to them in the Loan Agreement.
2.
Assignment. Assignor, for good and valuable consideration, the receipt of which is hereby acknowledged, does hereby assign, convey, and deliver unto
Assignee all of Assignor’s right, title and interest in the Lease. To have and to hold the same unto Assignee, its successors and assigns, until termination of this Assignment as
hereinafter provided.
3.
Collateral Assignment. The parties intend that this Assignment shall be a collateral assignment of the Lease. Assignee shall not exercise its rights under
this Assignment until the occurrence of an Event of Default (as defined in Paragraph 10). Such assignment and grant shall continue in effect until the Indebtedness is paid in
full.
4.
Consideration. This Assignment is made for and in consideration of the loan made by Assignee to Assignor as set forth in the Loan Documents and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged.
5.
Indemnity. Assignor agrees to pay and protect, and indemnify and hold Assignee harmless from and against any and all claims, demands, liabilities,
losses, lawsuits, judgments and costs and expenses (including, without limitation, reasonable attorneys’ fees) to which Assignee may become exposed, or which Assignee may
incur, in connection with the Lease or in exercising its rights under this Assignment.
6.
Performance of Lease Covenants. Upon the occurrence of a default by Assignor under the Lease, Assignee may, at its option, perform any Lease covenant
for and on behalf of Assignor, and all monies expended in so doing shall be chargeable to Assignor and added to the outstanding principal balance of the Loan and shall be
immediately due and payable.

7.

Representations and Warranties. Assignor represents and warrants:
(a) The Lease is in full force and effect and has not been modified;

(b) There are no defaults, defenses or setoffs of either landlord or Assignor under the Lease nor, to the best of Assignor’s knowledge, is there any fact
which, with the giving of notice or lapse of time or both, would constitute a default under the Lease;
(c) The sole ownership of the entire tenant’s interest in the Lease is vested in Assignor and the Lease has not been otherwise assigned or pledged; and
(d) All rents due to date have been paid.
8.

Covenants and Agreements. Assignor hereby covenants and agrees as follows:

(a) Assignor shall comply with and perform in a complete and timely manner all of its obligations as tenant under the Lease. Assignor shall give notice to
Assignee of any default by Assignor under the Lease in such time to afford Assignee an opportunity to cure any such default prior to the landlord having any right to terminate
the Lease. Assignor shall also provide Assignee with notice of the commencement of an action of ejectment or any summary proceedings for dispossession of the Assignor
under the Lease;
(b) Assignor shall furnish promptly to Assignee a certified copy of the Lease. Assignee shall have the right to notify landlord at any time and from time to
time of any provision of the Loan Documents;
(c) Assignor shall not permit the Lease to be modified, terminated, extended or renewed without the prior written consent of Assignee, which consent shall
not be unreasonably withheld or delayed;
(d) Assignor shall not without the prior written consent of Assignee: (i) perform any act or execute any other instrument which might interfere with the
exercise of Assignee’s rights hereunder; or (ii) execute any assignment, pledge or other encumbrance of the Lease; and
(e) Assignee may assign its right, title and interest in the Lease and any subsequent assignee shall have all of the rights and powers provided to Assignee by
this Assignment.
9.
No Obligation. This Assignment shall not be deemed to impose upon Assignee any of the obligations or duties of the Assignor provided in any Lease.
Assignor hereby acknowledges and agrees: (i) Assignor is and will remain liable under the Lease to the same extent as though this Assignment had not been made; and
(ii) Assignee has not by this Assignment assumed any of the obligations of Assignor under the Lease, except as to such obligations which arise after such time as Assignee
shall have exercised its rights under this Assignment and assumed Assignee’s obligations under the Lease. This Assignment shall not make Assignee responsible for the care
or repair of the Property or any personal property or for the carrying out of any of the terms of the Lease. Assignee shall not be liable in any way for any injury or damage to
person or property sustained by any person or persons, firm, or corporation in or about the Property.
10.

Events of Default. The occurrence of any one or more of the following events shall constitute an “Event of Default” under this Assignment:
(a) failure of Assignor to pay when due any of the Indebtedness, including any payment due under the Note; or
(b) failure of Assignor to strictly comply with Sections 8(a) and (c) of this Assignment; or

(c) breach of any covenant (other than those covenants set forth in subsections (a) and (b) above), representation or warranty set forth in this Assignment
which is not cured within ten (10) days after notice; provided, however, if such breach cannot by its nature be cured within ten (10) days, and Assignor immediately initiates
steps which Lender deems in Lender’s sole discretion to be sufficient to cure the default and thereafter continues and completes all reasonable and necessary steps sufficient to
produce compliance as soon as reasonably practical; or
(d) the occurrence of an Event of Default under any other Loan Documents.
11.
Remedies. Upon the occurrence of an Event of Default, then, without notice to, or the consent of, Assignor, Assignee shall be entitled to exercise all of the
rights and remedies contained in this Assignment or in any other Loan Document or otherwise available at law or in equity. The rights and remedies of Assignee under this
Assignment are cumulative and are not in lieu of, but are in addition to, any other rights or remedies which Assignee may have under the Loan Documents, at law or
otherwise.
12.
Power of Attorney. Upon the occurrence of an Event of Default, Assignee shall have the right (and Assignor hereby irrevocably constitutes and appoints
Assignee as its attorney-in-fact, which power is coupled with an interest, to do so) to demand, receive and enforce Assignor’s rights with respect to the Lease, and to do any
and all acts in the name of Assignor or in the name of Assignee with the same force and effect as Assignor could do if this Assignment had not been made.
13.
Defense. Assignor shall at all times diligently enforce its rights in, under and to the Lease, unless otherwise directed by Assignee in writing, and shall, at
Assignor’s sole cost and expense, appear in and defend Assignee in any action or proceeding in any way connected with the Lease or this Assignment, and shall pay all
reasonable costs and expenses, including, without limitation, attorneys’ fees, which Assignee may incur in connection with Assignee’s appearance, voluntarily or otherwise, in
any such action or proceeding.
14.
No Waiver. The exercise of any rights under this Assignment by Assignee shall not cure or waive any Event of Default hereunder or under any of the
other Loan Documents. Failure of Assignee to avail itself of any of the terms of this Assignment for any period of time or for any reason shall not constitute a waiver of the
Assignment.
15.
Notices. Any notice or other communication required or permitted to be given shall be in writing addressed to the respective party as first set forth above
and shall be effective (i) when actually delivered, (ii) when deposited with a nationally recognized overnight courier or (iii) when deposited in the United States Mail, first
class, certified or registered, postage prepaid. Any party may change its address for notices under this Assignment by giving written notice to the other party as set forth
above.
16.
Applicable Law. This Assignment shall be governed by and shall be construed and enforced in accordance with the internal laws of the Commonwealth of
Pennsylvania without regard to conflicts of law principles. This Assignment shall be binding upon the parties hereto and their respective heirs, successors and assigns, and
may not be modified, amended or altered except by writing signed by each of the parties hereto.
[signature page to follow]

IN WITNESS WHEREOF, Assignor has executed this Assignment or has caused the same to be executed by its duly authorized representatives as of the date first
set forth above.

ASSIGNOR:
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

ENVIRONMENTAL INDEMNITY AGREEMENT
This Agreement is made on 03/10/11, by and between Susquehanna Bank,. a Pennsylvania state-chartered commercial banking corporation (“Lender”) and ARCA
Advanced Processing, LLC (“Borrower”) and Appliance Recycling Centers of America, Inc., Safe Disposal Systems, Inc., 4301 Operations, LLC, S.D.S. Service Inc.,
Scarabee Holdings, LLC, Brian Conners and James Ford (“Guarantor”) (hereinafter individually and/or collectively the “Indemnitor”).
RECITALS
A.
Borrower desires to obtain a loan from Lender in the principal sum of $2,100,000.00 (the “Loan”) as evidenced by that certain Promissory Note dated 03/10/11, a
Loan Agreement, and other supporting collateral documents (the “Loan Documents”).
B.
Indemnitor is or will be the owner and/or operator of certain real property commonly known as 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137 and 8
Oak Hollow Drive, Voorhees, New Jersey 08043 (the “Subject Property”). Indemnitor agrees that the Subject Property does not contain any contamination caused by any
Hazardous Substance(s) (as defined within this Agreement) above action levels defined in any Environmental Laws.
C.

In order to induce Lender to make the Loan to Borrower, the Subject Property is offered as security for the Loan.

D.
In order for Lender to accept the Subject Property as security for the Loan, Lender requires that Indemnitor provide assurances the Subject Property is, and will
remain, clear of hazardous levels of toxic contaminants, including but not limited to asbestos, PCB’s, chlorinated hydrocarbons, petroleum products, pesticides and heavy
metals (“Hazardous Substances”) as defined by the Comprehensive Environmental Response Compensation and Liability Act (“CERCLA”) or any federal, state or local
environmental laws, rules or regulations (collectively referred to as “Environmental Laws”).
Therefore, in consideration of the mutual covenants and promises contained herein and in the Loan Documents, the Indemnitor hereby agrees to the following:
1.
Borrower agrees, prior to disbursement of the Loan, to submit to Lender if required, a copy of a recent report prepared by a qualified, impartial consultant,
satisfactory to Lender, verifying that the Subject Property offered as collateral has been tested and found clear of Hazardous Substances above action levels defined in any
Environmental Laws.
2.
Indemnitor represents that the Subject Property does not contain and will not be used to generate, manufacture, refine, transport, treat, store, handle or dispose of
Hazardous Substances or other toxic materials unless said actions are conducted pursuant to and in compliance with Environmental Laws and/or the conditions of a permit
issued by the appropriate federal or state governmental authorities. At the time Borrower submitted its application for the Loan, Borrower was and shall continue to be in
compliance with all Environmental Laws.
3.

Indemnitor warrants that after due and diligent inquiry, to the best of Indemnitor’s knowledge, the following statements are true and correct:

a. There has not been any summons, citation, directive, letter or other communication, written or oral, from any agency or department of any municipal, county,
state or the U.S. Government (collectively “Governmental Agency”) concerning any intentional or unintentional action or omission on the part of Borrower or any previous
owner or operator of the Subject Property, which has resulted in the releasing, spilling, leaking, pumping, pouring, emitting, emptying or dumping (“Discharge”) of any
Hazardous Substances into the air, land or waters above acceptable levels as established by any Governmental Agency.
b. As a result of the past or present use of the Subject Property, there is no unremedied damage known to have occurred to the air, lands, waters, fish, shellfish,
wildlife, biota or any other resource owned, managed, held in trust, or otherwise controlled by the state in which Subject Property is located.
4.
Indemnitor agrees not to cause or permit to exist, as a result of an intentional or unintentional act or omission on its part, a Discharge of any Hazardous Substances
into the air, waters, or lands within, under or outside the Subject Property, where damage may result to the air, lands, water, fish, shellfish, wildlife, biota and other resources
unless

Discharge is pursuant to and in compliance with the conditions of a permit issued by the appropriate Governmental Agency.
5.
Borrower agrees to submit to Lender, should Lender in its discretion deem such is required, not more than once a year, an updated report prepared by a qualified
impartial consultant, satisfactory to Lender, verifying that the Subject Property remains clear of hazardous levels of contaminants. If Borrower fails to provide such a report
within thirty (30) days of request by Lender, Lender has the right, but is not required, to order such a report at Borrower’s expense.
6.
In the event that said report indicates that the Subject Property is not clear of hazardous levels of toxic contaminants, Lender will provide written notice to
Indemnitor requiring correction of the condition within 30 days, or such reasonable additional time period as Lender may determine in its sole discretion.
7.
In the event that Indemnitor fails to correct the condition to the satisfaction of Lender within the period of time stated in the notice, Lender may, with the
concurrence of the U.S. Small Business Administration, declare a default of the loan under the terms and conditions contained in the Loan Documents.
8.
At all times Indemnitor agrees to immediately notify Lender should Indemnitor become aware of (i) any toxic contaminants or other environmental problem or
liability with respect to the Subject Property, or (ii) any lien, action or notice from any Governmental Agency concerning Hazardous Substances on the Subject Property.
Indemnitor shall, at its own cost and expense, take all actions as shall be necessary or advisable for the clean-up of the Subject Property, including all remedial actions in
accordance with all applicable Environmental Laws (and in all events in a manner satisfactory to Lender). Indemnitor shall further pay or cause to be paid, at no expense to
Lender, all clean-up, administrative, and enforcement costs which may be asserted against the Subject Property or the owner or operator thereof by any Governmental
Agency.
9.
Borrower acknowledges that Lender is relying on this Agreement in making the Loan, and Borrower, Indemnitor and its principals as individuals agree to indemnify
and hold harmless Lender, its agents, and assigns from and against any damages, cost, liability or expense, including attorney and other professional fees, directly or indirectly
attributable to the presence of Hazardous Substances, on or under the Subject Property or adjoining real property and based upon claims assertable by any Governmental
Agency or other third parties against Lender or its assigns.

10.
This indemnification will specifically survive, and is entirely independent of the Borrower’s contractual obligation to repay the primary obligation held by Lender as
amended, extended or renewed by Lender and release of Lender liens on Indemnitor’s real or personal property by payment, foreclosure or other action including Lender’s
discretionary abandonment of lien.
11.
Those liabilities, losses, claims, damages and expenses for which Lender is indemnified shall be reimbursable to Lender as Lender’s obligations to make payments
with respect thereto are incurred, notwithstanding any litigation, claim or other proceeding. Indemnitor shall pay such liability, losses, claims, damages and expenses to
Lender as incurred within thirty (30) days after notice from Lender itemizing the amounts incurred to the date of such notice. In addition to any remedy available for failure to
periodically pay such amounts, such amounts shall thereafter bear interest at the maximum rate permitted by law.
12.
Indemnitor waives any execution of this Environmental Indemnity Agreement by Lender. The failure of Lender to enforce any right or remedy hereunder, or to
promptly enforce any such right or remedy, shall not constitute a waiver thereof nor give rise to any estoppel against Lender, nor excuse Indemnitor from its obligations
hereunder. Any waiver of such right or remedy must be in writing and signed by Lender. Any waiver of any provision herein by Lender shall not be deemed a continuing
waiver thereof. Any waiver of any part or provision herein shall not be deemed a waiver of any other part or provision herein whereas said other parts and provisions of the
within Agreement shall remain in full force and effect. This Agreement is subject to enforcement at law and/or equity, including actions for damages and/or specific
performance.
[signature page to follow]

LENDER:
Susquehanna Bank
By:

INDEMNITOR:
ARCA Advanced Processing, LLC

/s/ Lisa Viscusi

By:
,

/s/ Brian Conners
Brian Conners, Chief Manager

Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

/s/ Brian Conners
Brian Conners, individually
/s/ James Ford
James Ford, individually

CLOSING CERTIFICATION
POST_CLOSING COMPLIANCE AND DOCUMENT CORRECTION AGREEMENT
AND
LIMITED POWER OF ATTORNEY
In consideration of the loan made by Susquehanna Bank, a Pennsylvania state-chartered banking corporation (the “Lender”) to ARCA Advanced Processing, LLC (the
“Borrower”) in the amount of $2,100,000.00 (the “Loan”) and to induce the Lender to make the Loan, the undersigned do(es) hereby represent, certify, covenant, and agree as
follows:
1.
If any properties pledged as collateral are designated by the Federal Government as falling within the boundaries of a special flood hazard area and Federal Flood
Insurance becomes available, the undersigned will purchase and maintain such insurance in the amounts and coverage equal to the lesser of (a) the insurable value of the

property, or (b) the maximum limit of coverage available at subsidized rates during the life of the Loan. Borrower(s) and/or Guarantor(s) will not be eligible for any future
flood disaster assistance if this flood insurance is not maintained.
2.
No life insurance in addition to the amount specified in the Loan documents is to be purchased by the Borrower(s) and/or Guarantor(s) for this Loan and no current
policy collaterally assigned or to be collaterally assigned to Lender will be converted until the Loan is fully paid without prior written approval of the Lender. In addition, the
undersigned agree(s) to provide any and all insurance forms and financial statements requested by Lender, including, without limitation: (a) business financial statements for
Borrower, along with annual tax returns; (b) annual personal financial statements and tax returns for Guarantor(s); (c) annual property tax receipts; and (d) hazard insurance
policy/ies covering collateral pledged to Susquehanna Bank.
3.
As of this date, there have been no unremedied adverse changes in the Borrower(s) or Guarantor(s) financial condition, organization, operations or fixed assets and
there are no outstanding tax liabilities owed as of this date, including, but not limited to the following: Federal, State & Local income and other taxes, since the loan
application was submitted to Lender.
4.
F.I.C.A. and Withheld Income Tax of the Borrower are currently being deposited on a regular basis. All other payroll taxes are paid or deposited quarterly. The
undersigned hereby certifies that Borrower is current on all Federal and State taxes, including, but not limited to, income taxes, payroll taxes, real estate taxes, and sales taxes,
and that all future taxes will be paid when due.
5.
All insurance, licenses, permits and/or other approvals necessary to lawfully operate the Borrower’s/s’ business have been obtained or have been applied for and
will be obtained. To the extent that it may later be determined that any additional insurance, licenses, permits and/or other approvals may be required, the undersigned will
immediately secure them and forward copies to Lender once they have been obtained.
6.
(a)
In consideration of Lender disbursing funds for the closing of the Loan secured by the Property being encumbered, and regardless of the reason for any
loss, misplacement, or inaccuracy in any loan documentation, the undersigned agree(s) as follows: If any document is lost, misplaced, misstated or inaccurately reflects the
true and correct terms and conditions of the Loan, upon request of the Lender, the undersigned will comply with Lender’s request to execute, acknowledge, initial and deliver
to Lender any documentation Lender deems necessary to replace

or correct the lost, misplaced, misstated or inaccurate documents. All documents Lender requests of Borrower(s) and/or Guarantor(s) shall be referred to as “Replacement
Documents.” The undersigned agree(s) to deliver the Replacement Documents within ten (10) days after receipt by the undersigned of a written request for such replacement.
The undersigned also agree(s) that upon request the undersigned will supply additional amounts and/or pay to Lender any additional sum previously disclosed to
Borrower(s) and/or Guarantor(s) for any cost or fee associated with the Loan, which for whatever reason it was not collected at closing (“Additional Fees”).
(b)
Any request under this Agreement may be made by the Lender (including assignees and persons acting on behalf of the Lender) and shall beprima facie
evidence of the necessity for same. A written statement addressed to the undersigned, or any of them at the address indicated in the Loan documentation shall be considered
conclusive evidence of the necessity for Replacement Documents.
(c)
Failure or refusal by the undersigned to comply with the terms of the correction request shall constitute a default under the note and/or mortgage/deed of
trust, and shall give Lender the option of declaring all sums secured by the Loan documents immediately due and payable.
(d)
If Failure or refusal by the undersigned to execute, acknowledge, initial and deliver the Replacement Documents or provide the Replacement Documents or
Additional Fees to Lender more than ten (10) days after being requested to do so by Lender and understanding that Lender is relying on these representations,
Borrower(s) agrees to be liable for any and all loss or damage which Lender reasonably sustains thereby, including, but not limited to all reasonable attorney’s fees and costs
incurred by Lender.
7.
LIMITED POWER OF ATTORNEY. Notwithstanding the foregoing paragraph, the undersigned, for and in consideration of the approval, closing and funding of
the Loan, hereby grant(s) to Lender a LIMITED POWER OF ATTORNEY to correct and/or re-execute or initial documents containing typographical or clerical errors
discovered in any or all of the closing documentation required to be executed by the undersigned at settlement or during the Loan approval process, including, but not limited
to:
(a)

Errors with the Borrower(s)’ or Guarantor(s)’ name(s) including, but not limited to wrong or misspelled names;

(b)

Errors with the property address including, but not limited to, wrong or misspelled street, city or town names, incorrect house or street numbers or zip

(c)

Errors in the legal description for the property;

(d)

Errors with the applicable county name, including wrong or misspelled county names; and

(e)

Errors related to the date of documents, including wrong or incomplete dates.

codes;

In the event the Limited Power of Attorney granted pursuant to this section is exercised, Lender will notify the undersigned and will provide a copy of the
document(s) executed, initialed and/or corrected on their behalf. The Power of Attorney granted herein is limited to the rights set forth herein and may not be used to increase
the interest rate of the Loan, alter the term of the Loan, increase the outstanding principal balance of the Loan or increase the monthly principal

and interest payment under the Loan. The undersigned acknowledge(s) that the grant of the Limited Power of Attorney set forth herein is in exchange for good and
valuable consideration and is intended to be coupled with an interest, and the undersigned do(es) hereby make and declare this Limited Power of Attorney to be
irrevocable by the undersigned, or otherwise, renouncing all right to revoke this power or to appoint any other person to perform any of the acts enumerated
herein.
8.

The undersigned have read all of the Loan documents relating to the Loan and understand(s) the meaning and content of said Loan documents.

9.
The undersigned understand that the Loan documents constitute the entire agreement between Borrower(s) and Lender and that no agent or representative of Lender
has made any statement, agreement or representation, either oral or written, in connection with the Loan that would modify, add to or change the terms and conditions set forth
in the various documents executed in conjunction with this transaction. It is the intention of both the Lender and the undersigned that the following Disclaimer be incorporated
by reference into each of the Loan Documents so executed for this transaction.
“THIS WRITTEN LOAN AGREEMENT
REPRESENTS THE FINAL AGREEMENT
BETWEEN THE PARTIES

AND SHALL NOT BE CONTRADICTED BY
EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR
SUBSEQUENT ORAL AGREEMENTS
OF THE PARTIES.
THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN THE PARTIES.”
10.
The undersigned understand and acknowledge that the representations made herein are material to Lender’s decision to close and fund the Loan and that Lender is
relying upon these representations in connection with the making of the Loan. The undersigned further acknowledge and understand that the obligations enumerated herein
shall survive closing and that any failure to comply with the obligations as set forth herein shall constitute a default under the Loan documents, entitling Lender to pursue any
and all remedies set forth in the Loan documents, including, but in no way limited to acceleration of the indebtedness.
11.
Any documents required to be delivered to Lender shall be delivered to the offices of Susquehanna Bank, 159 E. High Street, Pottstown, Pennsylvania 19464, Attn:
Loan Servicing.
12.
This agreement will survive the closing of the Loan, and inure to the benefit of Lender’s successors and assigns and binding upon the heirs, successors and assigns
of Borrower(s).
[Signatures on following page]

IN WITNESS WHEREOF, the undersigned have caused this Agreement to be executed to be executed as of the date set forth herein.
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

/s/ Brian Conners
Brian Conners, individually
/s/ James Ford
James Ford, individually
Date: 03/10/11

U.S. Small Business Administration
NOTE

SBA Loan #

44714350-07

SBA Loan Name

ARCA Advanced Processing, LLC

Date

03/10/11

Loan Amount

$1,400,000.00

Interest Rate

Prime Rate plus 2.75%

Borrower

ARCA Advanced Processing, LLC

Operating Company

N/A

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

1.

PROMISE TO PAY:
In return for the Loan, Borrower promises to pay to the order of Lender the amount of One Million Four Hundred Thousand Dollars, interest on the unpaid principal
balance, and all other amounts required by this Note.

2.

DEFINITIONS:
“Collateral” means any property taken as security for payment of this Note or any guarantee of this Note.
“Guarantor” means each person or entity that signs a guarantee of payment of this Note.
“Loan” means the loan evidenced by this Note.
“Loan Documents” means the documents related to this loan signed by Borrower, any Guarantor, or anyone who pledges collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

3.

PAYMENT TERMS:
Borrower must make all payments at the place Lender designates. The payment terms for this Note are:
The interest rate on this Note will fluctuate. The initial interest rate is 6.00% per year. This initial rate is the Prime Rate in effect on the first business day of the month
in which SBA received the loan application, plus 2.75%. The initial interest rate must remain in effect until the first change period begins.
Borrower must pay a total of 3 payments of interest only on the disbursed principal balance beginning one month from the month this Note is dated and every month
thereafter; payments must be made on the first calendar day in the months they are due.
Borrower must pay principal and interest payments of $15,834.18 every month, beginning four months from the month this Note is dated; payments must be made on
the first calendar day in the months they are due.
Lender will apply each installment payment first to pay interest accrued to the day Lender receives the payment, then to bring principal current, then to pay any late
fees, and will apply any remaining balance to reduce principal.
The interest rate will be adjusted every calendar quarter (the “change period”).
The “Prime Rate” is the prime rate in effect on the first business day of the month (as published in the Wall Street Journal) in which SBA received the application, or
any interest rate change occurs. Base Rates will be rounded to two decimal places with .004 being rounded down and .005 being rounded up.
The adjusted interest rate will be 2.75% above the Prime Rate. Lender will adjust the interest rate on the first calendar day of each change period. The change in
interest rate is effective on that day whether or not Lender gives Borrower notice of the change.
Lender must adjust the payment amount at least annually as needed to amortize principal over the remaining term of the note.
If SBA purchases the guaranteed portion of the unpaid principal balance, the interest rate becomes fixed at the rate in effect at the time of the earliest uncured payment
default. If there is no uncured payment default, the rate becomes fixed at the rate in effect at the time of purchase.
Loan Prepayment:
Notwithstanding any provision in this Note to the contrary:
Borrower may Prepay this Note. Borrower may prepay 20% or less of the unpaid principal balance at any time without notice. If Borrower prepays more than 20%
and the Loan has been sold on the secondary market, Borrower must:
a.
Give Lender written notice;
b.
Pay all accrued interest; and
c.
If the prepayment is received less than 21 days from the date Lender receives the notice, pay an amount equal to 21 days’ interest from the date lender
receives the notice, less any interest accrued during the 21 days and paid under subparagraph b., above.
If Borrower does not prepay within 30 days from the date Lender receives the notice, Borrower must give Lender a new notice.
All remaining principal and accrued interest is due and payable 10 years from date of Note.

Late Charge: If a payment on this Note is more than 10 days late, Lender may charge Borrower a late fee of up to 5.00% of the unpaid portion of the regularly
scheduled payment.
4.

DEFAULT:
Borrower is in default under this Note if Borrower does not make a payment when due under this Note, or if Borrower or Operating Company:
A.
Fails to do anything required by this Note and other Loan Documents;

B.
C.
D.
E.
F.
G.
H.
I.
J.
K.
L.
M.

Defaults on any other loan with Lender;
Does not preserve, or account to Lender’s satisfaction for, any of the Collateral or its proceeds;
Does not disclose, or anyone acting on their behalf does not disclose, any material fact to Lender or SBA;
Makes, or anyone acting on their behalf makes, a materially false or misleading representation to Lender or SBA;
Defaults on any loan or agreement with another creditor, if Lender believes the default may materially affect Borrower’s ability to pay this Note;
Fails to pay any taxes when due;
Becomes the subject of a proceeding under any bankruptcy or insolvency law;
Has a receiver or liquidator appointed for any part of their business or property;
Makes an assignment for the benefit of creditors;
Has any adverse change in financial condition or business operation that Lender believes may materially affect Borrower’s ability to pay this Note;
Reorganizes, merges, consolidates, or otherwise changes ownership or business structure without Lender’s prior written consent; or
Becomes the subject of a civil or criminal action that Lender believes may materially affect Borrower’s ability to pay this Note.

5.

LENDER’S RIGHTS IF THERE IS A DEFAULT:
Without notice or demand and without giving up any of its rights, Lender may:
A.
Require immediate payment of all amounts owing under this Note;
B.
Collect all amounts owing from any Borrower or Guarantor;
C.
File suit and obtain judgment;
D.
Take possession of any Collateral; or
E.
Sell, lease, or otherwise dispose of, any Collateral at public or private sale, with or without advertisement.

6.

LENDER’S GENERAL POWERS:
Without notice and without Borrower’s consent, Lender may:
A.
Bid on or buy the Collateral at its sale or the sale of another lienholder, at any price it chooses;
B.
Incur expenses to collect amounts due under this Note, enforce the terms of this Note or any other

C.
D.
E.

Loan Document, and preserve or dispose of the Collateral. Among other things, the expenses may include payments for property taxes, prior liens, insurance,
appraisals, environmental remediation costs, and reasonable attorney’s fees and costs. If Lender incurs such expenses, it may demand immediate repayment
from Borrower or add the expenses to the principal balance;
Release anyone obligated to pay this Note;
Compromise, release, renew, extend or substitute any of the Collateral; and
Take any action necessary to protect the Collateral or collect amounts owing on this Note.

7.

WHEN FEDERAL LAW APPLIES:
When SBA is the holder, this Note will be interpreted and enforced under federal law, including SBA regulations. Lender or SBA may use state or local procedures
for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any federal immunity from
state or local control, penalty, tax, or liability. As to this Note, Borrower may not claim or assert against SBA any local or state law to deny any obligation, defeat any
claim of SBA, or preempt federal law.

8.

SUCCESSORS AND ASSIGNS:
Under this Note, Borrower and Operating Company include the successors of each, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
All individuals and entities signing this Note are jointly and severally liable.
B.
Borrower waives all suretyship defenses.
C.
Borrower must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire, perfect, or maintain Lender’s
liens on Collateral.
D.
Lender may exercise any of its rights separately or together, as many times and in any order it chooses. Lender may delay or forgo enforcing any of its rights
without giving up any of them.
E.
Borrower may not use an oral statement of Lender or SBA to contradict or alter the written terms of this Note.
F.
If any part of this Note is unenforceable, all other parts remain in effect.
G.
To the extent allowed by law, Borrower waives all demands and notices in connection with this Note, including presentment, demand, protest, and notice of
dishonor. Borrower also waives any defenses based upon any claim that Lender did not obtain any guarantee; did not obtain, perfect, or maintain a lien upon
Collateral; impaired Collateral; or did not obtain the fair market value of Collateral at a sale.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

BORROWER’S NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated under this Note as Borrower.
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714350-07

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Appliance Recycling Centers of America, Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,400,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Four Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714350-07

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Safe Disposal Systems, Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date

Note Amount

$1,400,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Four Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Guarantor:

Safe Disposal Systems, Inc.

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $1,400,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.
Safe Disposal Systems, Inc.

By:

/s/ Brian Conners
Brian Conners, President/Secretary

Signed, acknowledged and delivered in the presence of:
/s/ Denise Cascio
Witness

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714350-07

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

4301 Operations, LLC

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,400,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Four Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,

C.

collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
4301 Operations, LLC

By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

Guarantor:

4301 Operations, LLC

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $1,400,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.
4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

Signed, acknowledged and delivered in the presence of:
/s/ Denise Cascio
Witness

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714350-07

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

S.D.S. Service Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,400,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Four Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender

may delay or forgo enforcing any of its rights without losing or impairing any of them.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

H.
I.
J.

10.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Guarantor:

S.D.S. Service Inc.

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $1,400,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.
S.D.S. Service Inc.
By:

Signed, acknowledged and delivered in the presence of:

/s/ Denise Cascio
Witness

/s/ Brian Conners
Brian Conners, President/Secretary

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714350-07

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Scarabee Holdings, LLC

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,400,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Four Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714350-07

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Brian Conners

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,400,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Four Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:

A.
B.
C.
D.
E.
F.
G.
H.
I.
J.

10.

ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
/s/ Brian Conners
Brian Conners, individually

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714350-07

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

James Ford

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,400,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Four Hundred Thousand Dollars from Borrower to Lender. It includes any
assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;

C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.
5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
/s/ James Ford
James Ford, individually

SECURITY AGREEMENT - COMMERCIAL
This Security Agreement - Commercial (“Security Agreement”) is executed, made and delivered this 10th day of March, 2011 by ARCA Advanced Processing,
LLC, Safe Disposal Systems, Inc., 4301 Operations, LLC, S.D.S. Service Inc. and Scarabee Holdings, LLC (herein the “Debtor”), whose address is 4301 N. Delaware
Avenue, Bldg. A, Philadelphia, PA 19137, for the benefit of Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (the “Secured Party”),
whose address is 159 E. High Street, Pottstown, PA 19464.
FOR VALUE RECEIVED, the receipt, adequacy and sufficiency of which are hereby acknowledged, Debtor grants to Secured Party the security interest (and the
pledges and assignments as applicable) hereinafter set forth and agrees with Secured Party as follows:
A.
OBLIGATIONS SECURED. The security interest and pledges and assignments as applicable granted hereby are to secure punctual payment and
performance of the following (i) a certain promissory note from ARCA Advanced Processing, LLC, the (“Borrower”) of even date herewith in the original principal sum of
One Million Four Hundred Thousand Dollars and No Cents ($1,400,000.00) and payable to the order of Secured Party (the “Note”), and any and all extensions, renewals,
modifications and rearrangements thereof; and (ii) any and all other indebtedness, liabilities and obligations whatsoever of Debtor to Secured Party whether direct or indirect,
absolutely or contingent, primary or secondary, due or to become due and whether now existing or hereafter arising and howsoever evidenced or acquired, whether joint or
several, or joint and several (all of which are herein separately and collectively referred to as the “Obligations”). Debtor acknowledges that the security interest hereby
granted shall secure all future advances as well as any and all other indebtedness, liabilities and obligations of Debtor to Secured Party whether now in existence or hereafter
arising.
B.
USE OF COLLATERAL. Debtor represents, warrants and covenants that the Collateral will be used by the Debtor primarily for business, commercial, or
other similar purposes.
C.
DESCRIPTION OF COLLATERAL. Debtor hereby grants to Secured Party a security interest in (and hereby pledges and assigns as applicable) and
agrees that Secured Party shall continue to have a security interest in (and a pledge and assignment of, as applicable), the following property:
All Accounts. A security interest in all accounts now owned or existing as well as any and all that may hereafter arise or be acquired by Debtor, and all the proceeds
and products thereof, including without limitation, all notes, drafts, acceptances, instruments and chattel paper arising therefrom, and all returned or repossessed goods
arising from or relating to any which accounts, or other proceeds of any sale or other disposition of inventory.
All Inventory. A security interest in all of Debtor’s inventory, including all goods, merchandise, raw materials, goods in process, finished goods and other tangible
personal property, wheresoever located, now owned or hereafter acquired and held for sale or lease or furnished or to be furnished under contracts for service or used
or consumed in Debtor’s business, and all additions and accessions thereto, and all leases and contracts with respect thereto, and all documents of title evidencing. or
representing any part thereof, and all products and proceeds thereof, whether in the possession of the Debtor, warehouseman, bailee, or any other person.
All Equipment, Furniture, Fixtures and other Tangible Property. A security interest in all equipment, furniture, fixtures and other tangible property of every
nature and description whatsoever, now owned or hereafter acquired by Debtor, including all appurtenances and additions thereto, and substitutions therefor and
replacement thereof, wheresoever located, including all tools, parts and accessories used in connection therewith and including but not limited to the collateral listed on
Exhibit A” attached hereto.
General Intangibles. A security interest in all general intangibles and other personal property now owned or hereafter acquired by Debtor other than goods, accounts,
chattel paper, documents or instruments.
Chattel Paper. A security interest in all of Debtor’s interest under chattel paper, lease agreements and

other instruments or documents, whether now existing or owned by Debtor or hereafter arising or acquired by Debtor, evidencing both a debt and security interest in or
lease of specific goods.
Instruments. A pledge and assignment of and security interest in all of Debtor’s Instruments now owned or existing as well as hereafter acquired or arising
instruments and documents.
The term “Collateral” as used in this Agreement shall mean and include, and the security interest (and pledge and assignment as applicable) shall cover, all of the
foregoing property, as well as any accessions, additions and attachments thereto, and the proceeds and products thereof, including without limitation, all cash, general
intangibles, accounts, inventory, equipment, fixtures, farm products, notes, drafts, acceptances, securities, instruments, chattel paper, insurance proceeds payable because of
loss or damage, or other property, benefits or rights arising therefrom, and in and to all returned or repossessed goods arising from or relating to any of the property described
herein or other proceeds of any sale or other disposition of such property.
As additional security for the punctual payment and performance of the Obligations, and as part of the Collateral, Debtor hereby grants to Secured Party a security
interest in, and a pledge and assignment of, any and all money, property, deposit accounts, accounts, securities, documents, chattel paper, claims, demands, instruments, items
or deposits of the Debtor, and each of them, or to which any of them is a party, now held or hereafter coming within Secured Party’s custody or control, including without
limitation, all certificates of deposit and other depository accounts, whether such have matured or the exercise of Secured Party’s rights results in loss of interest or principal or
other penalty on such deposits, but excluding deposits subject to tax penalties if assigned. Without prior notice to or demand upon the Debtor, Secured Party may exercise its
rights granted above at any time when a default has occurred or Secured Party deems itself insecure. Secured Party’s rights and remedies under this paragraph shall be in
addition to and cumulative of any other rights or remedies at law and equity, including, without limitation, any rights of set-off to which Secured Party may be entitled.
D.

REPRESENTATIONS. WARRANTIES AND COVENANTS OF DEBTOR. Debtor represents and warrants as follows:

1.
Ownership; No Encumbrances. Except for the security interest (and pledges and assignments as applicable) granted hereby, the Debtor is, and as
to any property acquired after the date hereof which is included within the Collateral, Debtor will be, the owner of all such Collateral free and clear from all charges, liens,
security interests, adverse claims and encumbrances of any and every nature whatsoever.
2.
No Financing Statements. There is no financing statement or similar filing now on file in any public office covering any part of the Collateral,
except those already disclosed to Secured Party by the pre-closing searches, and Debtor will not execute and there will not be on file in any public office any financing
statement or similar filing except the pari passu financing statements filed or to be filed in favor of, or assigned or to be assigned on the date hereof to, Secured Party.
3.
Accuracy of Information. All information furnished to Secured Party concerning Debtor, the Collateral and the Obligations, or otherwise for the
purpose of obtaining or maintaining credit, is or will be at the time the same is furnished, accurate and complete in all material respects.
4.
Authority. Debtor has full right and authority to execute and perform this Agreement and to create the security interest (and pledges and
assignment as applicable) created by this Agreement. The making and performance by Debtor of this Agreement will not violate any articles of incorporation, bylaws or
similar document respecting Debtor, any provision of law, any order of court or governmental agency, or any indenture or other agreement to which Debtor is a party, or by
which Debtor or any of Debtor’s property is bound, or be in conflict with, result in a breach of or constitute (with due notice and/or lapse of time) a default under any such
indenture or other agreement, or result in the creation or imposition of any charge, lien, security interest, claim or encumbrance of any and every nature whatsoever upon the
Collateral, except as contemplated by this Agreement.
5.
Addresses. The address of Debtor designated at the beginning of this Agreement is Debtor’s place of business if Debtor has only one place of
business; Debtor’s chief executive office if Debtor has more than one place of business; or Debtor’s residence if Debtor has no place of business. Debtor agrees not to

change such address without advance written notice to Secured Party.
E.

GENERAL COVENANTS. Debtor covenants and agrees as follows:

1.
Operation of Collateral. Debtor agrees to maintain and use the Collateral solely in the conduct of its own business, in a careful and proper
manner, and in conformity with all applicable permits or licenses. Debtor shall comply in all respects with all applicable statutes, laws, ordinances and regulations. Debtor
shall not use the Collateral in any unlawful manner or for any unlawful purpose, or in any manner or for any purpose that would expose the Collateral to unusual risk, or to
penalty, forfeiture or capture, or that would render inoperative any insurance in connection with the Collateral.
2.
Condition. Debtor shall maintain, service and repair the Collateral so as to keep it in good operating condition. Debtor shall replace within a
reasonable time all parts that may be worn out, lost, destroyed or to otherwise rendered unfit for use, with appropriate replacement parts . Debtor shall obtain and maintain in
good standing at all times all applicable permits, licenses, registrations and certificates respecting the Collateral.
3.
Assessments. Debtor shall promptly pay when due all taxes, assessments, license fees, and governmental charges levied or assessed against Debtor
or with respect to the Collateral or any part thereof.
4.
No Encumbrances. Debtor agrees not to suffer or permit any charge, lien, security interest, adverse claim or encumbrance of any and every nature
whatsoever against the Collateral or any part thereof.
5.
No Removal. Except as otherwise provided in this Agreement, Debtor shall not remove the Collateral from the County or counties designated at
the beginning of this Agreement without Secured Party’s written consent.
6.
No Transfer. Except as otherwise provided in this Agreement with respect to inventory, Debtor shall not, without the prior written consent of
Secured Party, sell, assign, transfer, lease, charter, encumber, hypothecate or dispose of the Collateral, or any part thereof, or interest therein or offer to do any of the
foregoing.
7.
Notices and Reports. Debtor shall promptly notify Secured Party in writing of any change in the name, identity or structure of Debtor, any
charge, lien, security interest, claim or encumbrance asserted against the Collateral, any litigation against Debtor or the Collateral, any theft, loss, injury or similar incident
involving the Collateral, and any other material matter adversely affecting Debtor or the Collateral. Debtor shall furnish such other reports, information and data regarding
Debtor’s financial condition and operations, the Collateral and such other matters as Secured Party may request from time to time.
8.
Landlord’s Waivers. Debtor shall furnish to Secured Party, if requested, a landlord’s waiver of all liens with respect to any Collateral covered by
this Agreement that is or may be located upon leased premises, such landlord’s waivers to be in such form and upon such terms as are acceptable to Secured Party.
9.
Additional Filings. Debtor agrees to execute and deliver such financing statement or statements, or amendments thereof or supplements thereto, or
other documents as Secured Party may from time to time require in order to comply with the Minnesota Uniform Commercial Code (or other applicable state laws of the
jurisdiction where any of the Collateral is located) and to preserve and protect the Secured Party’s rights to the Collateral.
10.
Protection of Collateral. Secured Party, at its option, whether before or after default, but without any obligation whatsoever to do so, may
(a) discharge taxes, claims, charges, liens,

security interests, assessments or other encumbrances of any and every nature whatsoever at any time levied, placed upon or asserted against the Collateral, (b) place and pay
for insurance on the Collateral, including insurance that only protects Secured Party’s interest, (c) pay for the repair, improvement, testing, maintenance and preservation of
the Collateral, (d) pay any filing, recording, registration, licensing or certificate fees or other fees and charges related to the Collateral, or (e) take any other action to preserve
and protect the Collateral and Secured Party’s rights and remedies under this Agreement as Secured Party may deem necessary or appropriate. Debtor agrees that Secured
Party shall have no duty or obligation whatsoever to take any of the foregoing action. Debtor agrees to promptly reimburse Secured Party upon demand for any payment made
or any expense incurred by the Secured Party pursuant to this authorization. These payments and expenditures, together with interest thereon from date incurred until paid by
Debtor at the maximum contract rate allowed under applicable laws, which Debtor agrees to pay, shall constitute additional Obligations and shall be secured by and entitled to
the benefits of this Agreement.
11.
Inspection. Debtor shall at all reasonable times allow Secured Party by or through any of its officers, agents, attorneys or accountants, to examine
the Collateral, wherever located, and to examine and make copies of or extracts from Debtor’s books and records.
12.
Further Assurances. Debtor shall do, make, procure, execute and deliver all such additional and further acts, things, deeds, interests and
assurances as Secured Party may request from time to time to protect, assure and enforce Secured Party’s rights and remedies.

13.
Insurance. Debtor shall have and maintain insurance at all times with respect to all tangible Collateral insuring against risks of fire (including socalled extended coverage), theft and such other risks as Secured Party may require, containing such terms, in such form and amounts and written by such companies as may
be satisfactory to Secured Party, all of such insurance to contain loss payable clauses in favor of Secured Party as its interest may appear. All policies of insurance shall
provide for fifteen (15) days written minimum cancellation notice to Secured Party and at the request of Secured Party shall be delivered to and held by it. Secured Party is
hereby authorized to act as attorney for Debtor in obtaining, adjusting, settling and canceling such insurance to the Obligations secured hereby whether or not such Obligations
are then due and payable. Debtor specifically authorizes Secured Party to disclose from the policies of insurance to prospective insurers regarding the Collateral.
14.
Additional Collateral. If Secured Party should at any time be of the opinion that the Collateral is impaired or insufficient, or has declined or may
decline in value, or should Secured Party deem payment of the Obligations to be insecure, then Secured Party may call for additional security satisfactory to Secured Party,
and Debtor promises to furnish such additional security forthwith. The call for additional security may be oral, by messenger or telefax, or United States mail addressed to
Debtor, and shall not affect any other subsequent right of Secured Party to exercise the same.
15.
Goods. Notwithstanding anything to the contrary contained in this agreement, if any Debtor is a “consumer” as defined Regulation AA of the
Board of Governors of the Federal Reserve System, 12 C.F.R. Part 227, or the Federal Trade Commission Credit Practices Rule, 16 C.F.R. Part 444, as applicable, no lien or
security interest created or evidenced by this agreement shall extend to or cover a non-possessory lien or security interest in “household goods,” other than a purchase money
lien or security interest, in accordance with such regulations as applicable.
F.

ADDITIONAL PROVISIONS REGARDING ACCOUNTS. The following provisions shall apply to all accounts included within the Collateral:

1.
Definitions. The term “account”, as used in this Agreement, shall have the same meaning as set forth in the Uniform Commercial Code of
Minnesota in effect as of the date of execution hereof, and as set forth in any amendment to the Uniform Commercial Code of Minnesota to become effective after the date of
execution hereof, and also shall include all present and future notes, instruments, documents, general intangibles, drafts, acceptances and chattel paper of Debtor, and the
proceeds thereof.
2.

Additional Warranties. As of the time any account becomes subject to the

security interest (or pledge or assignment as applicable) granted hereby, Debtor shall be deemed further to have warranted as to such and all of such accounts as follows:
(a) each account and all papers and documents relating thereto are genuine and in all respects what they purport to be; (b) each account is valid and subsisting and arises out of
a bona fide sale or lease of goods sold or leased and delivered to, or out of and for services therefore actually rendered by the Debtor to, the account debtor named in the
account; (c) the amount of the account represented as owing is the correct amount actually and unconditionally owning except for normal cash discounts and is not subject to
any set-offs, credits, defenses, deductions or countercharges; and (d) Debtor is the owner thereof free and clear of any charges, liens, security interests, adverse claims and
encumbrances of any and every nature whatsoever.
3.
Collection of Accounts. Secured Party shall have the right in its own name or in the name of the Debtor, whether before or after default, to require
Debtor forthwith to transmit all proceeds of collection of accounts directly to Secured Party, to demand, collect, receive, receipt for, sue for, compound and give acquittal for,
any and all amounts due or to become due on the accounts and to endorse the name of the Debtor on all Commercial paper given in payment or part payment thereof, and in
Secured Party’s discretion to file any claim or take any other action or proceeding that Secured Party, may deem necessary or appropriate to protect and preserve and realize
upon the accounts and related Collateral. Unless and until Secured Party elects to collect accounts, and the privilege of Debtor to collect accounts is revoked by Secured Party
in writing, Debtor shall continue to collect accounts, account for same to Secured Party, and shall not commingle the proceeds of collection of accounts with any funds of the
Debtor. In order to assure collection of accounts in which Secured Party has a security interest (or which have been pledged or assigned to Secured Party as applicable)
hereunder, Secured Party may notify the post office authorities to change the address for delivery of mail addressed to Debtor to such address as Secured Party may designate,
and to open and dispose of such mail and receive the collections of accounts included herewith. Secured Party shall have no duty or obligation whatsoever to collect any
account, or to take any other action to preserve or protect the Collateral; however, Debtor releases Secured Party from any claim or claims for loss or damage arising from any
act or omission of Secured Party and its officers, directors, employees or agents, should Secured Party elect to collect any account or take any possession of any Collateral.
4.
Identification and Assignment of Accounts. Upon Secured Party’s request, whether before or after default, Debtor shall take such action and
execute and deliver such documents as Secured Party may request in order to identify, confirm, mark, segregate and assign accounts and to evidence Secured Party’s interest
in same. Without limitation of the foregoing Debtor, upon request, agrees to assign accounts to Secured Party, identify and mark accounts as being subject to the security
interest (or pledge or assignment as applicable) granted hereby, mark Debtors books and records to reflect such security interests, pledges and assignments, and forthwith to
transmit to Secured Party in the form received by Debtor any and all proceeds of collection of such accounts.
5.
Account Reports. Debtor will deliver to Secured Party, as Lender may require, a written report in form and in content satisfactory to Secured
Party, showing a listing and aging of accounts and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of
the assertion by any account debtor of any set-off, defense or claim regarding an account or any other matter adversely affecting any account.
6.
Segregation of Returned Goods. Returned or repossessed goods arising from or relating to any accounts included within the Collateral shall, if
requested by Secured Party, be held separate and apart from any other property. Debtor shall as often as requested by Secured Party, but not less often than weekly, even
though no special request has been made, report to Secured Party the appropriate identifying information with respect to any such returned or repossessed goods relating to
accounts included in assignments or identifications made pursuant hereto.
7.
Right of Off-Set. Any deposit or other sums at any time credited by or due from the holder of the Obligations to Debtor or any endorser, guarantor
or surety of any of the Obligations and any securities or other property of Debtor or any endorser, guarantor or surety of any of the Obligations in the possession of the holder
of the Obligations may at all times be held and treated as additional and

cumulative collateral security for the payment of the Obligations and Debtor grants Secured Party a security interest and contractual right of off-set in all such deposits, sums,
securities and other properties as additional and cumulative security for payment of the Obligations. The holder of the Obligations may apply to set-off such deposits or other
sums against the Obligations at any time in the case of Debtor, but only with respect to matured liabilities in case of the endorsers, guarantors, or sureties of any of the
Obligations.
G.

ADDITIONAL PROVISIONS REGARDING INVENTORY. The following provisions shall apply to all inventory included within the Collateral:

1.
Inventory Reports. Debtor will deliver to Secured Party as Secured Party may require, on such frequency as Secured Party may request, a written
report in form and content satisfactory to Secured Party, with respect to the preceding month or other applicable period, showing Debtors opening inventory, inventory
acquired, inventory sold, inventory leased, inventory returned, inventory used in Debtor’s business, closing inventory, any other inventory not within the preceding categories
and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of any matter adversely affecting the inventory,
including, without limitation, any event causing loss or depreciation in the value of the inventory and the amount of such possible loss of depreciation.
2.

Location of Inventory. Debtor will promptly notify Secured Party in writing of any addition to, change in or discontinuance of its place(s) of

business as shown in this Agreement, the places at which inventory is located as shown herein, the location of its chief executive office and the location of the office where it
keeps its records as set forth herein. All Collateral will be located at the places of business shown below, as modified by any written notices given pursuant hereto.
3.
Uses of Inventory. Except as set forth in the loan agreement, unless and until the privilege of Debtor to use inventory in the ordinary course of
Debtor’s business is revoked by Secured Party in the event of default or if Secured Party deems itself insecure, Debtor may use the inventory in any manner not inconsistent
with this Agreement, may lease or sell that part of the Collateral consisting of inventory provided that all such leases and sales are in the ordinary course of business, and use
and consume any raw materials or supplies that are necessary in order to carry on Debtor’s business. A sale in the ordinary course of business does not include a transfer in
partial or total satisfaction of a debt.
4.
Accounts as Proceeds. All accounts that are proceeds of the inventory included within the Collateral shall be subject to all of the terms and
provisions hereof pertaining to accounts.
5.

Protection of Inventory. Debtor shall take all action necessary to protect and preserve the inventory.

6.
Assignment of Rents and Leases. Debtor hereby assigns to Secured Party all rents and other benefits derived or to be derived from leases
(“Leases”) of the inventory now or hereafter existing or entered into, together with all guarantees, amendments, modifications, extensions and renewals thereof (the “Rents”).
Prior to a foreclosure by Secured Party of any lien or security interest which Secured Party may now or hereafter hold covering the inventory, this Assignment of Rents is not
intended to, and shall not, constitute payment to Secured Party, unless Secured Party terminates Debtor’s license to collect the Rents, and then it shall constitute payment only
to the extent that prior to foreclosure the Rents are actually received by Secured Party as opposed to constituting a portion of the voluntary payments of principal and interest
on the indebtedness evidenced and secured hereby, and are not used for the operation, maintenance or repair of the inventory, or for the payment of costs and expenses in
connection therewith. Except as otherwise provided herein, Secured Party shall have the absolute right, power and authority to take any and all actions which Secured Party
deems necessary or appropriate in connection with taking possession of the inventory, leasing all or any part of the inventory, collecting all or any of the Rents and enforcing
the rights of the lessor under any of the leases, including without limitation, bringing, prosecuting, defending or settling legal proceedings against lessees of the inventory.
Notwithstanding anything herein to the contrary, Secured Party shall not be obligated to perform or discharge, and Secured Party does not undertake to perform or discharge,
any obligation, duty or liability with respect to the Leases or the Rents under or by reason of this Assignment. This Assignment shall not operate to place

responsibility for the control, care, maintenance or repair of the inventory upon Secured Party, or for any dangerous or defective condition of the Inventory, or for any
negligence in the arrangement, upkeep, repair, or control of the inventory. Debtor shall retain a revocable license to collect and receive the Rents as the agent of Secured Party,
and to retain, use and enjoy such Rents, provided that such revocable license ipso facto terminate without further action by Secured Party and without notice to Debtor upon
the occurrence of any default or event of default as defined in any note, deed of trust, security agreement, guaranty, financing statement, fixture filing or other loan documents
given to Secured Party by Debtor or any other party in connection with any indebtedness or obligation of Debtor to Secured Party.
7.
Leased Inventory. Debtor shall (a) observe and perform faithfully every obligation which Debtor is required to perform under the Leases;
(b) enforce or secure the performance of, at its sole cost and expense, every obligation to be performed by the lessees under the Leases; (c) not collect any Rents in advance of
the time when the same shall be due, or anticipate any payments under any of the Leases, except for bona fide security deposits not in excess of an amount equal to two
(2) months Rent; (d) at the request of Secured Party, deliver copies of Leases to Secured Party; and (e) appear and defend against, at Debtor’s sole cost and expense, any
action or proceeding arising under, and in any manner connected with the Leases, the Rents or the obligations, duties or liabilities of the lessor, lessee or guarantors
thereunder.
H.

[INTENTIONALLY OMITTED]

I.

[INTENTIONALLY OMITTED]

J.
EVENTS OF DEFAULT. Debtor shall be in default hereunder upon the happening of any of the following events or conditions: (i) non-payment when due
(whether by acceleration of maturity or otherwise) of any payment of principal, interest or other amount due on any Obligations; (ii) the occurrence of any event which under
the terms of any evidence of indebtedness, indenture, loan agreement, security agreement or similar instrument permits the acceleration of maturity of any of obligation of
Debtor whether to Secured Party or to others; (iii) any representation or warranty made by Debtor and/or others to Secured Party in connection with this Agreement, the
Collateral or the Obligations, or in any statements or certificates, proves incorrect in any material respect as of the date of the making or the issuance thereof; (iv) default
occurs in the observance or performance of or, if Debtor fails to furnish adequate evidence of performance of, any provision of this Agreement or of any note, assignment,
transfer, other agreement, document or instrument delivered by Debtor to Secured Party in connection with this Agreement, the Collateral or the Obligations; (v) death,
dissolution, liquidation, termination of existence, insolvency, business failure or winding-up of Debtor, or any maker, endorser, guarantor, surety or other party liable in any
capacity for any of the Obligations; (vi) the filing of a petition in bankruptcy by or against, or the application for appointment of a receiver or any other legal custodian for any
part of the property of, or the assignment for the benefit of creditors by, or the commencement of any proceeding under any bankruptcy, rearrangement, reorganization,
insolvency or similar laws for the relief of Debtors by or against, the Debtor, or any maker, endorser, guarantor, surety or other party primarily or secondarily liable for any of
the Obligations; (vii) the Collateral becomes, in the judgment of Secured Party, impaired, unsatisfactory or insufficient in character or value; (viii) the filing of any levy,
attachment, execution, garnishment or other process against the Debtor, or any of the Collateral or any maker, endorser, guarantor, surety, or other party liable in any capacity
for any of the Obligations, or (ix) the Secured Party in good faith believes that the prospect of repayment or performance of the Obligations or any of the covenants,
agreements or other duties under any writing executed in connection herewith is impaired.
K.
REMEDIES. Upon the occurrence of an Event of Default, or if Secured Party deems payment or performance of the Obligations to be insecure, Secured
Party, at its option, shall be entitled to exercise any one or more of the following remedies (all of which are cumulative):
1.
Declare Obligations Due. Secured Party, at its option, may declare the Obligations or any part thereof immediately due and payable, without
demand, notice of intention to

accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor, or any other notice whatsoever, all of which are hereby waived by Debtor,
the Borrower and any maker, endorser, guarantor, surety or other party liable in any capacity for any of the Obligations.
2.
Remedies. Secured Party shall have all of the rights and remedies provided for in this Agreement and any other agreements executed by Debtor,
the rights and remedies in the Uniform Commercial Code of Minnesota, and any and all rights and remedies at law or in equity, all of which shall be deemed cumulative.
Without limiting the foregoing, Debtor agrees that Secured Party shall have the right to: (a) require Debtor to assemble the Collateral and make it available to Secured Party at
a place designated by Secured Party that is reasonably convenient to both parties, which Debtor agrees to do; (b) take possession of the Collateral with or without process of
law, and, in this connection, enter any premises where the Collateral is located to remove same, to render it unusable, or to dispose of same on such premises; (c) sell, lease or
otherwise dispose of the Collateral, by public or private proceedings, for cash or credit, without assumption of credit risks; and/or (d) whether before or after default, collect
and receipt for, compound, compromise, and settle, and give releases, discharges and acquittances, with respect to, any and all amounts owed by any person or entity with
respect to the Collateral. Unless the Collateral is perishable or threatens to decline speedily in value or is of the type customarily sold on a recognized market, Secured Party
will send Debtor reasonable notice of the time and place of any public sale or of the time after which any private sale or other disposition will be made. Any requirement of
reasonable notice to Debtor shall be met if such notice is mailed, postage prepaid, to Debtor at the address of Debtor designated at the beginning of this Agreement, at least

five (5) days before the day of any public sale or at least five (5) days before the time after which any private sale or other disposition will be made.
3.
Expenses. Debtor shall be liable for and agrees to pay the reasonable expenses incurred by Secured Party in enforcing its rights and remedies, in
retaking, holding, testing, repairing, and proving, selling, leasing or disposing of the Collateral, or like expenses, including, without limitation, attorneys fees and legal
expenses incurred by Secured Party. These expenses, together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under
applicable laws, which Debtor agrees to pay, shall constitute additional Obligations, and shall be secured and entitled to the benefits of this Agreement.
4.
Proceeds; Surplus; Deficiencies. Proceeds received by Secured Party from disposition of the Collateral shall be applied toward Secured Party’s
expenses and other Obligations and in such order or manner as Secured Party may elect. Debtor shall be entitled to any surplus if one results after lawful application of the
proceeds.
5.
Remedies Cumulative. The rights and remedies of Secured Party are cumulative and the exercise of any one or more of the rights of remedies
shall not be deemed an election of rights or remedies or a waiver of any other right or remedy. Secured Party may remedy any default and may waive any default without
waiving the default remedy or without waiving any other prior or subsequent default.
L.
RELINQUISHMENT OF CERTAIN DEFENSES. Regarding the enforcement of the security interests and covenants and agreements contained in this
Agreement to secure payment of the Obligations, the Debtor covenants and agrees as follows:
1.
Secured Party’s right of recovery against the Collateral for the Obligations shall be determined as if Debtor were a primary obligor for the payment
of the Obligations regardless of whether or not Debtor is in fact primarily liable for all or any part of the Obligations. Debtor specifically agrees that it shall not be necessary
or required, in order to enforce the remedies under this Agreement, that the Secured Party have made demand for payment upon the Borrower or any other person or entity
liable for any portion of the Obligations or have made protest thereof or have given notice to the Borrower or any other party liable thereon of maturity or nonpayment of the
Obligations.
2.
The Debtor specifically waives any notice of acceptance of this Agreement by the Secured Party and of the creation, advancement, existence,
extension, renewal, modification,

consolidation, the rearrangement from time to time of the Obligations, the increase from time to time in the principal amount thereof, the increase or reduction from time to
time of the rate of interest thereon, or any indulgence from time to time with respect to the Obligations, or any part thereof, and of nonpayment thereof or default thereon, and
waives grace, demand, protest, presentment and notice of demand, protest, and presentment with respect to the Obligations, and waives notice of the amount of the
Obligations outstanding at any time, and agrees that the maturity of the Obligations, or any part thereof, may be accelerated, extended, modified, amended or renewed from
time to time or any other indulgence may be granted with respect thereto by the Secured Party at its will or as may be agreed by the Borrower without notice to or further
consent by the Debtor, at any time or times.
3.
The Debtor agrees that: (i) no renewal, extension, modification, consolidation, or rearrangement of or any other indulgence, forbearance or
compromise with respect to the Obligations, or any part thereof; (ii) no increase in the principal amount of any of the Obligations; (iii) no increase or reduction of the rate of
interest thereon; (iv) no release, withdrawal, substitution, surrender, subordination, exchange, deterioration, waste or other impairment of any security or collateral or guaranty
now or hereafter held by the Secured Party for payment of the Obligations, or of any part thereof; (v) no release of the Borrower, any guarantor, or of any other person
primarily or secondarily liable on the Obligations, or any part thereof; and (vi) no delay or omission or lack of diligence or care in exercising any right or power with respect to
the Obligations or any security or collateral therefor or under this Agreement shall in any manner impair, diminish or affect the rights of the Secured Party or the liability of
the Debtor hereunder. The Debtor specifically agrees that it shall not be necessary or required, and that the Debtor shall not be entitled to require, that the Secured Party
mitigate damages, or file suit or proceed to obtain or assert a claim for personal judgment against the Borrower for the Obligations, or make any effort at collection of the
Obligations from the Borrower, or foreclose against or seek to realize upon any security or collateral now or hereafter existing for the Obligations, or file suit or proceed to
obtain or assert a claim for personal judgment against any other party (whether maker, guarantor, endorser or surety) liable for the Obligations, or make any effort at
collections of the Obligations from any such other party, or exercise or assert any other right or remedy to which the Secured Party is or may be entitled in connection with the
Obligations or any security or collateral or other Agreement therefor, or assert or file any claim against the assets or estate of the Borrower or any guarantor or other person
liable for the Obligations, or any part thereof, before or as a condition of enforcing the liability of the Debtor under this Agreement or requiring payment of the Obligations by
the Debtor hereunder, or at any time thereafter. The Debtor expressly waives any right to the benefit of or to require or control application of any security or collateral or the
proceeds of any security or collateral now existing or hereafter obtained by the Secured Party as security for the Obligations, or any part thereof, and agrees that the Secured
Party shall have no duty insofar as the Debtor is concerned to apply upon any of the Obligations any monies, payments or other property at any time received by or paid to or
in the possession of the Secured Party, except as the Secured Party shall determine in its sole discretion. The Debtor specifically agrees that Debtor shall not have any recourse
or action against the Secured Party by reason of any action the Secured Party may take or omit to take in connection with the Obligations, the collection of any sums or
amounts herein mentioned, or in connection with any security or collateral or any Guaranty at any time existing therefor.
4.
The Debtor agrees to the terms, provisions and conditions of the Note and other instruments evidencing the Obligations and of any renewal,
modification, consolidation or rearrangement thereof or other agreements which may have been or may hereafter be executed by the Borrower from time to time evidencing or
in connection with the Obligations or any part thereof, and agrees that the Debtor’s liability hereunder shall in no manner be affected, reduced, impaired or released by reason
of any term, provision or condition of such Note or other agreement or by the failure, refusal or omission of the Secured Party to enforce or observe any of same or any
forbearance or compromise made by the Secured Party or any action taken or omitted to be taken by the Secured Party pursuant thereto or in connection therewith. The
Debtor, by the execution and delivery of this Agreement agrees, represents, warrants and acknowledges that Debtor shall be bound by the provisions of any Agreement and
Security Agreement and any Environmental Certificate and Agreement of even date herewith, from the Borrower to the Secured Party and which purport to be applicable to
Debtor to the same extent and with the same effect as if Debtor had executed and delivered such document to the Secured Party. In that connection, the Debtor agrees that the
provisions of this Paragraph shall survive any exercise of the power of sale granted in any instrument

securing the Obligations, any foreclosure of the liens created by any of the instruments securing the Obligations, any conveyance in lieu of any such foreclosure, the
repayment of the Obligations, and the discharge and release of all liens, rights and interests securing payment of the Obligations.
5.
The Debtor absolutely and unconditionally covenants and a agrees that: (i) in the event that the Borrower does not or is unable to pay or perform
the Obligations for any reason including, without limitation, liquidation, dissolution, receivership, insolvency, bankruptcy, assignment for the benefit of creditors,
reorganization, arrangement, composition or readjustment or other similar proceedings affecting the status, composition, identity, existence, assets or Obligations of the
Borrower, or the disaffirmance or termination of any of the Obligations in or as a result of any such proceedings; and/or (ii) if all or any part of the Obligations (or any
instrument or agreement made or executed in connection therewith) is for any reason found to be invalid, illegal, unenforceable, uncollectible or legally impossible, for any
reason whatsoever (including, without limiting the generality of the foregoing, upon the grounds that the payment and/or performance of the Obligations is ultra vires or
otherwise without authority, may violate applicable usury laws, is subject to valid defenses, claims or offsets of the Borrower, or any instrument evidencing any of the
Obligations is forged or otherwise irregular), then in any such case the Debtor shall pay and perform the Obligations as herein provided and that no such occurrence shall in
any way diminish or otherwise affect the Debtor’s liabilities hereunder.
6.

Should the status, composition, structure or name of the Borrower change, including, but not limited to, by reason of a merger, dissolution,

consolidation or reorganization, this Agreement shall continue and also cover the Obligations and Obligations of the Borrower under the new status, composition structure or
name according to the terms hereof. If the Borrower is a general or limited partnership, no termination of said partnership, nor withdrawal therefrom or termination of any
ownership interest therein owned, by any general or limited partner of such partnership shall alter, limit, terminate, excuse or modify the Debtor’s liabilities set forth in this
Agreement.
7.
In the event any payment from the Borrower to the Secured Party is held to constitute a preference under the bankruptcy laws, or if for any other
reason the Secured Party is required to refund such payment or pay the amount thereof to any other party, such payment by the Borrower to the Secured Party shall not
constitute a release of the Debtor from any liability hereunder, and this Agreement shall continue to be effective or shall be reinstated, as the case may be, to the extent of any
such payment or payments.
8.
At all times while any or all of the Obligations are now or hereafter secured in whole or in part, the Debtor agrees that the Secured Party may, from
time to time, at its discretion, and with or without valuable consideration, allow substitution, withdrawal, release, surrender, exchange, subordination, deterioration, waste,
loss or other impairment of all or any part of such security or collateral, without notice to or consent by the Debtor, and without in anywise impairing, diminishing or releasing
the liability of the Debtor hereunder.
9.
The Debtor waives marshalling of assets and liabilities, sale in inverse order of alienation, and all defenses given to sureties or Debtors at law or in
equity other than actual payment of the Obligations and performance of the actions constituting the Obligations, including, but not limited to, any rights pursuant to the laws
of Minnesota. The failure by the Secured Party to file or enforce a claim against the estate (either in administration, bankruptcy or other proceeding) of the Borrower or any
other person primarily or secondarily liable for the Obligations or of any other or others shall not affect the liability of Debtor hereunder.
M.

OTHER AGREEMENTS.

1.
Savings Clause. Notwithstanding any provision to the contrary herein, or in any of the documents evidencing the Obligations or otherwise
relating thereto, no such provision shall require the payment or permit the collection of interest in excess of the maximum permitted by applicable usury laws. If any such
excessive interest is so provided for, then in such event (i) the provisions of this paragraph shall govern and control, (ii) neither the Debtor nor Debtor’s heirs, legal
representatives, successors or assigns or any other party liable for the payment thereof shall be obligated to pay the amount

of such interest to the extent that it is in excess of the maximum amount permitted by law, (iii) any such excess interest that may have been collected shall be, at the option of
the holder of the instrument evidencing the Obligations, either applied as a credit against the then unpaid principal amount thereof or refunded to the maker thereof, and
(iv) the effective rate of interest shall be automatically reduced to the maximum lawful rate under applicable usury laws as now or hereafter construed by the courts having
jurisdiction.
2.

Joint and Several Responsibility. If this Security Agreement is executed by more than one Debtor, the obligations of all such Debtors shall be

joint and several.
3.
Waivers. Debtor and any maker, endorser, guarantor, surety or other party liable in any capacity respecting the Obligations hereby waived
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor and any other notice whatsoever.
4.
Severability. Any provision hereof found to be invalid by courts having jurisdiction shall be invalid only with respect to such provision (only to
the extent necessary to avoid such invalidity). The offending provision shall be modified to the minimum extent possible to confer upon Secured Party the benefits intended
thereby. Such provision as modified and the remaining provisions hereof shall be construed and enforced to the same extent as if such offending provision (or portion thereof)
had not been contained herein, to the maximum extent possible.
5.
Use of Copies. Any carbon, photographic or other reproduction of any financing statement signed by Debtor is sufficient as a financing statement
for all purposes, including without limitation, filing in any state as may be permitted by the provisions of the Uniform Commercial Code of such state. All rights and remedies
of Secured Party in all such agreements are cumulative, but in the event of actual conflict in terms and conditions, the terms and conditions of the latest security agreement
shall govern and control.
6.
Authorization to File Financing Statements. The Debtor hereby irrevocably authorizes the Secured Party at any time and from time to time to
file in any filing office in any Uniform Commercial Code jurisdiction any initial financing statements and amendments thereto that (a) indicate the Collateral (i) as all assets of
the Debtor or words of similar effect, regardless of whether any particular asset comprised in the Collateral falls within the scope of Article 9 of the Uniform Commercial
Code of the State or such jurisdiction, or (ii) as being of an equal or lesser scope or with greater detail, and (b) provide any other information required by part 5 of Article 9 of
the Uniform Commercial Code of the State or such other jurisdiction, for the sufficiency or filing office acceptance of any financing statement or amendment, including
(i) whether the Debtor is an organization, the type of organization and any organizational identification number issued to the Debtor and, (ii) in the case of a financing
statement filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of real property to which the Collateral relates.
The Debtor agrees to furnish any such information to the Secured Party promptly upon the Secured Party’s request. The Debtor also ratifies its authorization for the Secured
Party to have filed in any Uniform Commercial Code jurisdiction any like initial financing statements or amendments thereto if filed prior to the date hereof.
7.
Notices. Any notice or demand given by Secured Party to Debtor in connection with this Agreement, the Collateral or the Obligations shall be
deemed given and effective upon deposit in the United States mail, postage pre-paid, addressed to Debtor at the address of the Debtor designated at the beginning of this
Agreement. Actual notice to Debtor shall always be effective no matter how given or received.
8.
Headings and Gender. Paragraph headings in this Agreement are for convenience only and shall be given no meaning or significance in
interpreting this Agreement. All words used herein shall be construed to be or such gender of number as the circumstances require.
9.

Amendments. Neither this Agreement nor any of its provisions may be

changed, amended, modified, waived or discharged orally, but only by an instrument in writing signed by the party against whom enforcement of the change, amendment,
modification, waiver or discharge is sought.
10.
Binding Effect. The provisions of this Security Agreement shall be binding upon the heirs, executors, administrators, personal representatives,
successors and assigns of Debtor, and the rights, powers and remedies of Secured Party hereunder shall inure to the benefit of the successors and assigns of Secured Party.
11.

Governing Law. This Security Agreement shall be governed by the law of Minnesota and applicable federal law.

14.
Statute of Frauds. THIS COMMERCIAL SECURITY AGREEMENT, THE LOAN AGREEMENT AND ALL DOCUMENTS AND
INSTRUMENTS REFERENCED HEREIN OR IN THE LOAN AGREEMENT, OR EXECUTED IN CONNECTION WITH OR ATTACHED TO THE LOAN
AGREEMENT, REPRESENT THE FINAL AGREEMENT BETWEEN DEBTOR AND SECURED PARTY, AND MAY NOT BE CONTRADICTED BY EVIDENCE OF

PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY.
13.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)
When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in
accordance with federal law.
b)
Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice,
foreclosing liens, and other purposes. By using these procedures, SBA does not waive any federal immunity from local or state control,
penalty, tax or liability. No Borrower or Guarantor may claim or assert against SBA any local or state law to deny any obligation of
Borrower, or defeat any claim of SBA with respect to this Loan.
Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.

IN WITNESS WHEREOF, the undersigned has executed this Agreement effective as of the date first written above.
DEBTOR
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

EXHIBIT A
See attached list of equipment

Prepared by and return to:
Janet M. Dery, Esquire
Starfield & Smith, P.C.
1300 Virginia Drive, Suite 325
Fort Washington, PA 19034
Lot 5, Block 202.04 of the Township of Voorhees Tax Map
MORTGAGE
NOTICE: THIS DOCUMENT SECURES A VARIABLE INTEREST RATE NOTE AND CONTAINS PROVISIONS FOR INCREASES UNDER CERTAIN
CIRCUMSTANCES IN THE PRINCIPAL BALANCE OF THE INDEBTEDNESS SECURED HEREBY
THIS MORTGAGE is made on 03/10/11, by and between Brian Todd Conners, with an address of 8 Oak Hollow Drive, Voorhees, New Jersey 08043 (the
“Mortgagor”), and Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation, with an address of 159 E. High Street, Pottstown, Pennsylvania
19464 (the “Mortgagee”).

RECITALS
Mortgagee, has agreed, pursuant to a Loan Agreement of even date herewith (the “Loan Agreement”), and subject to the terms set forth therein, to make a loan to
ARCA Advanced Processing, LLC (the “Borrower”) in an aggregate amount of One Million Four Hundred Thousand Dollars and No Cents ($1,400,000.00) (the
“Loan”) which is being guaranteed by Mortgagor (the “Guarantee”), the Loan Agreement and Guarantee constituting the consideration for this Mortgage.
Borrower has duly executed a promissory note of even date herewith (the “Note”) to evidence the terms of repayment of the Loan with interest at the rate or rates
established from time to time in accordance with the terms set forth therein, which Note has been delivered by Borrower to the Mortgagee (the Mortgagee and any assignee or
other lawful owner of the Note being hereinafter sometimes called “Mortgagee”). Mortgagor has duly executed the Guarantee to support the obligations of the Borrower to
repay the Loan. All references herein to the Note and the obligations arising thereunder shall be deemed to include the Guarantee and all obligations arising under the
Guarantee.
All things necessary to make the Note the valid, binding and legal obligation of Mortgagor, and to make this Mortgage a valid, binding and legal instrument for the
security of the Note in accordance with its terms, have been duly performed, and the execution and delivery of the Note and this Mortgage by Mortgagor have been in all
respects duly authorized.
It has been agreed that the repayment of the Loan with interest, according to the terms of the Note and any alterations, modifications, substitutions, extensions or
renewals thereof, as well as the performance of the other covenants, terms and conditions herein, should be secured by the execution of this Mortgage, which also shall secure
payment by Mortgagor of all costs and expenses incurred in respect to the Loan, including reasonable attorney’s fees as is hereinafter provided.
NOW, THEREFORE, WITNESSETH: in consideration of the premises and of other good and valuable considerations, the receipt of which is hereby acknowledged,
Mortgagor mortgages, grants, assigns, conveys and transfers unto the Mortgagee, its successor or successors and assigns, in fee simple, WITH MORTGAGE COVENANTS,
all that land situate in Camden County, New Jersey, being commonly known as 8 Oak Hollow Drive, Voorhees, Lot 5 Block 202.04 of the Township of Voorhees Tax
Map and more particularly described in Exhibit A attached hereto and made a part hereof (the

“Land”) and the buildings, structures, fixtures, additions, enlargements, extensions, modifications, repair, replacements and improvements now or hereafter located thereon
(hereinafter sometimes called the “Improvements”).
TOGETHER with all the walks, fences, shrubbery, driveways, fixtures, equipment, machinery, apparatus, fittings, building materials and other articles of personal
property of every kind and nature whatsoever, now or hereafter ordered for eventual delivery to the Land (whether or not delivered thereto), and all such as are now or
hereafter located in or upon any interest or estate in the Land or any part thereof and used or usable in connection with any present or future operation of the Land now owned
or hereafter acquired by Mortgagor, including, without limiting the generality of the foregoing, all heating, lighting, laundry, clothes washing, clothes drying, incinerating and
power equipment, engines, pipes, tanks, motors, conduits, switchboards, plumbing, lifting, cleaning, fire-prevention, fire-extinguishing, refrigerating, ventilating, and
communications apparatus, television sets, radio systems, recording systems, computer equipment, air-cooling and air-conditioning apparatus, elevators, escalators, shades,
awnings, draperies, curtains, fans, furniture, furnishings, carpeting, linoleum and other floor coverings, screens, storm doors and windows, stoves, gas and electric ranges,
refrigerators, garbage disposals, sump pumps, dishwashers, washers, dryers, attached cabinets, partitions, ducts and compressors, landscaping, swimming pools, lawn and
garden equipment, security systems and including all equipment installed or to be installed or used or usable in the operation of the building or buildings or appurtenant
facilities erected or to be erected in or upon the Land; it being understood that all of the aforesaid shall be deemed to be fixtures and part of the Land, but whether or not of the
nature of fixtures they shall be deemed and shall constitute part of the security for the indebtedness herein mentioned and shall be covered by this Mortgage excluding,
however, only personal property owned by any tenant actually occupying all or part of the premises. Disposition of any of the aforesaid or of any interest therein is prohibited;
however, if any disposition is made in violation hereof, the Mortgagee shall have a security interest in the proceeds therefrom to the fullest extent permitted by the laws of
New Jersey; and
TOGETHER with all and singular the rights, alleys, ways, waters, easements, tenements, privileges, advantages, accessions, hereditaments and appurtenances
belonging or in any way appertaining to the Land and other property described herein, and the reversions and remainders, earnings, revenues, rents, issues and profits thereof
and including any right, title, interest or estate hereafter acquired by Mortgagor in the Land and other property described herein; and
TOGETHER with all the right, title and interest (but not the obligations) of Mortgagor, present and future, in and to all present and future accounts, contract rights
(including all fees and other obligations set forth in the Mortgagee’s commitment to make the Loan), general intangibles, chattel paper, documents and instruments including
but not limited to licenses, construction contracts, service contracts, utility contracts, options, permits, public works agreements, bonds, deposits and payments thereunder,
relating or appertaining to the Land and other property described herein and its development, occupancy and use; and
TOGETHER with any right to payment or for services rendered, whether or not yet earned by performance, arising from the operation of the improvements or any
other facility on the Land, including, without limitation, (1) all accounts arising from the operation of the improvements and all proceeds thereof (whether cash or non-cash,
movable or immovable, tangible or intangible) received upon the sale, exchange, transfer, collection or other disposition or substitution thereof, and (2) all rights to payment
from any consumer credit/charge card organization or entity, including, without limitation, payments arising from the use of the American Express Card, Visa Card, Carte
Blanche Card, MasterCard, Diner’s Club, or any other credit card, including those now existing or hereinafter created or any substitution therefor and all proceeds thereof
(whether cash or non-cash, movable or immovable, tangible or intangible) received upon the sale, exchange, transfer, collection or other disposition or substitution thereof;
and
TOGETHER with all of the rents, royalties, revenues, income, proceeds, profits and other benefits paid or payable by parties to the leases for using, leasing,
licensing, possessing, occupying, operating from, residing in, selling or otherwise enjoying the Land, the Improvements, and other property securing the indebtedness, or any
portion thereof. As used in this Mortgage, the word “leases” includes any and all leases, subleases, licenses, concessions, reservations, accounts, permits, contracts, and other
agreements

(oral or written, now or hereafter in effect) which grant a possessory interest or right of occupancy in and to, or the right to use, or affect all or part of the Land, the
improvements, and other property securing the indebtedness, or any portion thereof; and
TOGETHER with all proceeds of and any unearned premiums on any insurance policies covering the Property (hereinafter defined), including, without limitation,
the right to receive and apply the proceeds of any insurance, judgments, or settlements made in lieu thereof, for damage to the Property or any part thereof; and
TOGETHER with all proceeds derived from any taking by condemnation or eminent domain proceedings or transfer in place or in anticipation thereof of all or any
part of the property described in these granting clauses;
TO HAVE AND TO HOLD the Land with Improvements thereupon and all the rights, easements, profits and appurtenances and other property described above (all
of which is hereinafter sometimes called the “Property”) belonging unto and to the use of the Mortgagee, and its successor or successors and assigns, in fee simple forever;

BUT for and upon the uses, intents and purposes hereinafter mentioned, that is to say for the benefit and security of Mortgagee and for the enforcement of the
payment of all sums secured hereby (hereinafter sometimes called the “Indebtedness”) and the compliance with the terms, covenants and conditions, in the Note, in the Loan
Agreement and in this Mortgage, expressed or implied;
SUBJECT, HOWEVER, to the liens and rights of the holders of the contracts and instruments secured by any instruments that may be described inExhibit B to this
Mortgage (the “Permitted Encumbrances”);
PROVIDED, HOWEVER, that if Mortgagor shall pay or cause to be paid to Mortgagee all sums secured hereby in the manner stipulated in the Note, the Loan
Agreement and this Mortgage, then and in such case, the estate, right, title and interest of the Mortgagee in the Property shall cease, determine and become void, and upon
proof being given to the satisfaction of the Mortgagee that the Note has been paid or satisfied, in accordance with its terms and upon payment of all fees, costs, charges,
expenses and liabilities chargeable or incurred or to be incurred by the Mortgagee and of any other sums as in this Mortgage provided, the Mortgagee shall at the expense of
Mortgagor, release and discharge this Mortgage of record, and shall transfer and deliver up to Mortgagor any property at the time subject to this Mortgage which may be then
in their possession, provided the Mortgagee hereunder shall be entitled to a reasonable fee for the release and reconveyance of the Property or any partial release and
reconveyance;
AND THIS MORTGAGE FURTHER WITNESSETH, that Mortgagor (jointly and severally if more than one) has covenanted and agreed and does hereby covenant
and agree with the Mortgagee as follows:
ARTICLE 1. DEFINITIONS
1.1

Definitions. All capitalized terms used herein and not otherwise defined shall have the respective meanings set forth or referred to in the Loan Agreement.
ARTICLE 2. COVENANTS AND AGREEMENTS OF MORTGAGOR

2.1
Incorporation of Covenants, Conditions and Agreements. All the covenants, conditions and agreements contained in the Loan Agreement, the Note, and
the other Loan Documents are hereby made a part of this Mortgage to the same extent and with the same force as if fully set forth herein.
2.2
Title to the Property. Mortgagor covenants that at the time of the execution and delivery of this Mortgage it has good title to all of the property described
in the granting clauses of this Mortgage as being presently granted, assigned, conveyed and transferred hereunder, free and clear of all

liens and encumbrances except for the Permitted Encumbrances; Mortgagor hereby does and will forever warrant generally and defend the title to the Property, and every part
thereof, whether now owned or hereafter acquired, unto the Mortgagee and its successor or successors in the trust and assigns, against all claims and demands by any person or
entity whatsoever; Mortgagor covenants that Mortgagor shall comply with all the terms, covenants and conditions of all agreements and instruments, recorded and unrecorded,
affecting the Property; Mortgagor covenants that it has good right and lawful authority to mortgage, give, grant, pledge, assign and convey the Property in the manner and
form herein provided.
2.3
Further Assurances. At any and all times Mortgagor shall furnish and record all and every such further assurances as may be requisite or as the
Mortgagee shall reasonably require for the better assuring and confirming unto the Mortgagee the estate and property hereby granted, assigned, conveyed or transferred, or
intended so to be whether now owned or hereafter acquired; Mortgagor shall bear all expenses, charges and taxes in connection therewith.
2.4
Escrow for Taxes. To better secure the covenant to pay taxes and fees in the Loan Agreement, Mortgagor agrees that, if Holder so requests, Mortgagor
shall deposit with Holder on the day of each month on which a payment of interest is due under the Note, beginning with the month following such request, one-twelfth of the
annual taxes next due as estimated by Holder, plus one-twelfth of the annual fire, hazard and other insurance premiums as required herein, such deposit to be held by Holder,
without interest, to pay said taxes and premiums. If payments of interest are due under the Note other than monthly, appropriate adjustment shall be made in the amount of
the aforesaid periodic deposits.
Any amounts deposited pursuant to the provisions of this Section shall not be, nor be deemed to be, trust funds, nor shall they operate to curtail or reduce the
indebtedness secured hereby, and all such amounts may be commingled with the general funds of the depositor and be deposited with Mortgagee or at an institution
designated by Mortgagee. Mortgagee shall not be responsible for the solvency of such institution, provided it is insured by the Federal Deposit Insurance Corporation or other
regulatory agency at the time of designation. If at any time Mortgagee shall determine that the amount then on deposit shall be insufficient to pay an obligation in full,
Mortgagor shall immediately after demand deposit with Mortgagee the amount of the deficiency determined by Mortgagee. Nothing contained in this Section shall be
deemed to affect any right or remedy of Mortgagee under any provisions of this Mortgage or of any statute or rule of law to pay any such amount and to add the amount so
paid, together with interest at the rate provided for in the Note, to the indebtedness secured hereby.
2.5
Change in Tax Law. In the event of the passage after date of this Mortgage of any law changing in any way the laws for the taxation of deeds of trust or
debts secured by deeds of trust, or the manner of collection of any such taxation so as to affect this Mortgage, Mortgagee may give thirty (30) days’ written notice to
Mortgagor requiring the payment of the indebtedness secured hereby. If such notice be given, the indebtedness secured hereby shall become due and payable at the expiration
of said thirty (30) days; provided, however, that such requirement of payment shall be ineffective if Mortgagor is permitted by law to pay the whole of such tax in addition to
all other payments required hereunder, without any penalty or charge thereby accruing to Mortgagee, and if Mortgagor in fact pays such tax prior to the date upon which
payment is required by such notice.
2.6
Activities on the Property. Mortgagor shall not suffer any act to be done or any conditions to exist on the Property or any part thereof or any thing or
article to be brought thereon (i) which may cause structural injury to the improvements on the Land; or (ii) which would cause the value or usefulness of the Property or any
part thereof to diminish (ordinary wear and tear excepted); or (iii) which may be dangerous, unless safeguarded as required by law; or (iv) which may in fact or in law,
constitute a nuisance, public or private; or (v) which may void or make voidable any insurance then in force or required by the terms of this Mortgage, the Loan Agreement to
be in force.
2.7
Additional Insurance. If required by the Mortgagee, in addition to the provisions of and to the extent not so provided by the Loan Agreement, Mortgagor
shall at all times maintain during the entire term of this Mortgage the following insurance, in form and substance satisfactory to Mortgagee:

(a) Workers’ Compensation. During any construction, repair, restoration or replacement of improvements on the Land, Mortgagor shall cause all
contractors and subcontractors (including Mortgagor if it acts as a contractor) to obtain and keep in effect workers’ compensation insurance to the full extent required by
applicable law and also which shall cover all employees of each contractor and subcontractor; upon demand, Mortgagor shall provide evidence satisfactory to Mortgagee that
it is complying with this covenant.
All insurance for loss or damage shall provide that losses, if any, shall be payable to Mortgagee, as its interest may appear. Mortgagor will pay the premiums for all
insurance and deliver to Mortgagee the policies of insurance or duplicates thereof, or other evidence satisfactory to Mortgagee of such insurance coverage. Each insurer shall
agree, by endorsement upon the policy or policies issued by it, or by independent instrument furnished to Mortgagee, that (i) it will give Mortgagee thirty (30) days’ prior

written notice of the effective date of any material alteration or cancellation of such policy; and (ii) the coverage of Mortgagee shall not be terminated, reduced or affected in
any manner regardless of any breach or violation by Mortgagor of any warranties, declarations or conditions of such insurance policy or policies. The proceeds of such
insurance shall be applied, at Mortgagee’s option, toward the replacement, restoration or repair of the Property which may be lost, stolen or destroyed or damaged or toward
payment of any indebtedness of Mortgagor to Mortgagee.
2.8
Additional Advances. If Mortgagor shall fail to perform any of the covenants or satisfy any of the conditions contained herein, Mortgagee may make
advances or payments towards performance or satisfaction of the same but shall be under no obligation so to do; and all sums so advanced or paid shall be at once repayable
by Mortgagor and shall bear interest at the Default Rate from the date the same shall become due and payable until the date paid, and all sums so advanced or paid, with
interest as aforesaid, shall become a part of the indebtedness secured hereby; but no such advance or payment shall relieve Mortgagor from any default hereunder. If
Mortgagor shall fail to perform any of the covenants or satisfy any of the conditions contained herein, Mortgagee may use any funds of Mortgagor towards performance or
satisfaction of the same but shall be under no obligation so to do; and no such use of funds shall relieve Mortgagor from any default hereunder.
2.9
Condemnation Awards. Should the grade of any street be altered or all or any part of the Property be condemned or taken through eminent domain
proceedings, all or such part of any award or proceeds derived therefrom, as Mortgagee in its sole discretion may determine in writing, shall be paid to Mortgagee and applied
to the payment of the indebtedness secured hereby (in such manner or combination thereof, including inverse order of maturity of installments of principal, if any, as
Mortgagee may, in its sole discretion, elect) and all such proceeds are hereby assigned to Mortgagee.
2.10
Costs of Defending and Enforcing the Lien. Mortgagor shall pay all costs, charges and expenses, including appraisals, title examinations, and reasonable
attorney’s fees, which Mortgagee may incur in defending or enforcing the validity or priority of the legal operation and effect of this Mortgage, or any term, covenant or
condition hereof, or in collecting any sum secured hereby, or in protecting the security of Mortgagee including without limitation being a party in any condemnation,
bankruptcy or administrative proceedings, or, if an Event of Default shall occur, in administering and executing the trust hereby created and performing their powers,
privileges and duties hereunder. Mortgagee may make advances or payments for such purposes but all advances or payments made by Mortgagee for such purposes shall be
repayable immediately by Mortgagor and shall bear interest at the Default Rate from the date the same shall become due and payable until the date paid, and any such sum or
sums with interest as aforesaid shall become a part of the indebtedness secured hereby; but no such advance or payment shall relieve Mortgagor from any default hereunder.
2.11
Modification of Terms; No Novation. Mortgagee may at any time, and from time to time, extend the time for payment of the indebtedness secured
hereby, or any part thereof, or interest thereon, and waive, modify or amend any of the terms, covenants or conditions in the Note, in the Guarantee, in this Mortgage or in any
other Loan Document, in whole or in part, either at the request of Mortgagor or of any person having an interest in the Property, accept one or more notes in replacement or
substitution of the Note, consent to the release of all or any part of the Property from the legal operation

and effect of this Mortgage, take or release other security, release any party primarily or secondarily liable on the Note or hereunder or on such other security, grant
extensions, renewals or indulgences therein or herein, apply to the payment of the principal and interest and premium, if any, of the indebtedness secured hereby any part or all
of the proceeds obtained by sale or otherwise as provided herein, without resort or regard to other security, or resort to any one or more of the securities or remedies which
Mortgagee may have and which in its absolute discretion it may pursue for the payment of all or any part of the indebtedness secured hereby, in such order and in such manner
as it may determine, all without in any way releasing Mortgagor or any party secondarily liable from any of the terms, covenants or conditions of the Note, the Guarantee, this
Mortgage, or any other Loan Document, or relieving the unreleased Property from the legal operation and effect of this Mortgage for all amounts owing under the Note, the
Loan Agreement and this Mortgage. Mortgagee and Mortgagor recognize and agree that the provisions of this Mortgage, the Note, the Guarantee, and any other Loan
Document may be modified by them or their successors or assigns at any time before or after default (which modification may involve increasing the rate of interest in the
Note, agreeing that other charges should be paid, or modifying any other provision in any such instruments). Mortgagee may extend the time of payment, may agree to alter
the terms of payment of the indebtedness, and may grant partial releases of any portion of the property included herein. No such modification by Mortgagee and Mortgagor
nor any such action by Mortgagee or the Mortgagor referred to above shall be a substitution or novation of the original indebtedness or instruments evidencing or securing the
same, but shall be considered a possible occurrence within the original contemplation of the parties.
2.12
Governmental Action Affecting the Property. Mortgagor agrees that in the event of the enactment of any law or ordinance, the promulgation of any
zoning or other governmental regulation, or the rendition of any judicial decree restricting or affecting the use of the Property or rezoning the area wherein the same shall be
situate which Mortgagee reasonably believes adversely affects the Property, Mortgagee may, upon at least sixty (60) days written notice to Mortgagor, require payment of the
indebtedness secured hereby at such time as may be stipulated in such notice, and the whole of the indebtedness secured hereby, shall thereupon become due and payable.
ARTICLE 3. EVENTS OF DEFAULT
The occurrence of one or more of the following events (herein called an “Event of Default”) shall constitute and be an Event of Default:
3.1
Default under Loan Documents. The occurrence and continuance of an Event of Default under the Loan Agreement, the Note or any other Loan
Document shall constitute an Event of Default hereunder. In the event Mortgagee consents to an encumbrance on the Property, a default under the terms of any document
creating such an encumbrance shall be a default hereunder.
3.2
Additional Insurance Obligations. Mortgagor fails to promptly perform or comply with any of the terms and conditions set forth insubsection 2.7 and
such failure continues for ten (10) days after notice from Mortgagee to Mortgagor.
3.3
Material Obligations. Mortgagor fails to perform or observe any of its material obligations under this Mortgage and such failure shall continue for a
period of thirty (30) days after Mortgagee gives Mortgagor written notice thereof.
3.4
Judgment. Unless adequately covered by insurance in the reasonable opinion of Mortgagee, the entry of a final judgment for the payment of money
involving more than $10,000.00 against Mortgagor or any guarantor of the Loan and the failure of Mortgagor or any guarantor of the Loan to cause the same to be discharged
or bonded off to the satisfaction of Mortgagee within sixty (60) days from the date the order, decree or process under which or pursuant to which such judgment was entered.
3.5
Transfer of the Property. If all or any part of the Property or any interest in the Property is sold, transferred, assigned, conveyed or otherwise disposed of,
either outright or as security for an indebtedness, or if there is any change in the ownership of Mortgagor, without Mortgagee’s prior written consent, Mortgagee may, at
Mortgagee’s option, declare all the indebtedness secured by this Mortgage to

be immediately due and payable and Mortgagee may exercise any or all of the remedies provided in Paragraph 4 hereunder.
ARTICLE 4. REMEDIES
4.1
Remedies-Acceleration. If one or more of the Events of Default shall occur, Mortgagee may, at its option, declare the entire unpaid principal amount of
the Note (if not already due and payable) to be due and payable immediately, and upon any such declaration the same shall become and be immediately due and payable,
anything in the Note, in the Guarantee, in the Loan Agreement or in this Mortgage to the contrary notwithstanding; and in the event of any sale of all or any part of the
Property, whether made under the power of sale herein granted, assent to a decree or through judicial proceedings, such unpaid principal amount shall automatically and

without notice become so due and payable. If Mortgagee exercises Mortgagee’s option to declare the entire unpaid principal amount of the Note to be due and payable,
Mortgagor covenants to pay immediately the full amount of the indebtedness secured hereby even though foreclosure or other court proceedings to collect the indebtedness
have not been commenced. Acceleration of maturity, once declared by Mortgagee, may at the option of Mortgagee, be rescinded by written acknowledgment to that effect by
Mortgagee, but the tender and acceptance of partial payments alone shall not rescind or affect in any way such acceleration of maturity.
4.2
Power of Sale; Assent to Decree and Other Remedies. If one or more of the Events of Default shall occur and whether or not Mortgagee shall have
accelerated the maturity of the indebtedness pursuant to Section 4.1 hereof, Mortgagee, at its option, may:
(a)
proceed by suit or suits at law or in equity or by any other appropriate remedy to protect and enforce the rights of Mortgagee whether for the
specific performance of any covenant or agreement contained herein, or in aid of the execution of any power herein granted, or to enforce payment of the Note, of the
Guarantee, or to foreclose this Mortgage, or to sell the Property under the judgment or decree of a court or courts of competent jurisdiction, or otherwise. Mortgagor, in
accordance with any general or local laws or rules or regulations of New Jersey relating to mortgages including any amendments thereof or supplements thereto which do not
materially change or impair the remedy, does hereby declare and assent to the passage of a decree to sell the Property by the equity court having jurisdiction for the sale of the
Property, subject to the terms of the decree of court, the same authority and power to sell on the terms and conditions herein set forth. This assent to decree shall not be
exhausted in the event the proceeding is dismissed before the indebtedness secured hereby is paid in full;
(b)
either with or without entering upon or taking possession of the Property, demand, collect and receive any or all revenues arising out of or in
connection with the Property, including, without limitation, all rents;
(c)
take possession and assemble such items of the Property as may be designated by Mortgagee and make them available to the Mortgagee at a place
reasonably convenient to both parties to be designated by Mortgagee or the Mortgagee. Upon a default under this Mortgage, Mortgagee shall have the right to take possession
of such items of the Property as Mortgagee may elect. In taking possession Mortgagee may proceed without judicial process if this can be done without breach of the peace.
Mortgagee shall have the further right to remove such items of the Property as it may choose to any location or locations selected by Mortgagee, and Mortgagor shall pay the
costs of such removal and for the storage and protection of such items immediately upon demand therefor. If Mortgagee elects to proceed under the New Jersey Uniform
Commercial Code to dispose of some of the Property, the Mortgagee shall give Mortgagor notice by certified mail, postage prepaid, return receipt requested, of the time and
place of any public sale of any of such property or of the time after which any private sale or other intended disposition thereof is to be made by sending notice to Mortgagor at
least five (5) days before the time of the sale or other disposition, which provisions for notice Mortgagor and the Mortgagee agree are reasonable; provided, however, that
nothing herein shall preclude Mortgagee from proceeding as to all the Property in accordance with the rights and remedies of Mortgagee in respect of the real property, as
provided in the New Jersey Uniform Commercial Code, as amended from time to time;

(d)
either with or without taking possession of the property, sell, lease or otherwise dispose of the Property in its then condition or following such
preparation as Mortgagee deems advisable;
(e)
either with or without entering upon or taking possession of the Property and without assuming any obligations of Mortgagor, thereunder, exercise
the rights of Mortgagor under, use or benefit from, any of the contracts, leases or intangible property;
(f)
may enter and take possession of the Property and may exclude Mortgagor, its agents and servants, wholly therefrom, and having and holding the
same, may use, operate, manage and control the Property or any part thereof, and upon every such entry Mortgagee, at the expense of Mortgagor and of the Property, from
time to time may make all necessary or proper repairs, renewals, replacements and useful or required alterations, additions, betterments and improvements to and upon the
Property as to it may seem judicious and pay all costs and expenses of so taking, holding and managing the same, including reasonable compensation to its employees and
other agents (including, without limitation, attorney’s fees and management and rental commissions) and any taxes, assessments and other charges prior to the legal operation
and effect of this Mortgage which Mortgagee may deem it wise or desirable to pay, and in such case Mortgagee shall have the right to manage the Property and to carry on the
business and exercise all rights and powers of Mortgagor, either in the name of Mortgagor, or otherwise, as Mortgagee shall deem advisable; and Mortgagee shall be entitled
to collect and receive all rents thereof and therefrom. The taking of possession and collection of rents by Mortgagee shall not be construed to be an affirmation of any lease
or acceptance of attornment with respect to any lease of all or any portion of the Property. After deducting the expenses of operating the Property and of conducting the
business thereof, and of all repairs, maintenance, renewals, replacements, alterations, additions, betterments, improvements and all payments which it may be required or may
elect to make for taxes or other proper charges on the Property, or any part thereof, as well as just and reasonable compensation for all its employees and other agents
(including, without limitation, attorney’s fees and management and rental commissions) engaged and employed, the moneys arising as aforesaid shall be applied to the
indebtedness secured hereby. Whenever all that is due upon the principal of and interest on the Note and under any of the terms of this Mortgage shall have been paid and all
defaults made good, Mortgagee shall surrender possession to Mortgagor. The same right of entry, however, shall exist if any subsequent Event of Default shall occur.
Mortgagee may, in person, by agent or by court-appointed receiver, enter upon, take possession of, and maintain full control of the Property in order to perform all acts
necessary or appropriate to complete construction of the improvements and to maintain and operate the Property, including, but not limited to, the execution, cancellation or
modification of leases, the making of repairs to the Property and the execution or termination of contracts providing for the construction, management or maintenance of the
Property, all of such terms as Mortgagee, in its sole discretion, deems proper or appropriate;
(g)
proceed by a suit or suits in law or in equity or by other appropriate proceeding to enforce payment of the Note and/or the Guarantee, or the
performance of any term, covenant, condition or agreement of this Mortgage and Security Agreement or any of the other Loan Documents, or any other right, and to pursue
any other remedy available to it, all as Mortgagee shall determine most effectual for such purposes;
(h)
institute and maintain such suits and proceedings as Mortgagee may deem expedient to prevent any impairment of the Property by any acts which
may be unlawful or in violation of this Mortgage and Security Agreement, to preserve or protect its interest in the Property and the revenues arising out of or in connection
with the Property, and to restrain the enforcement of or compliance with any legislation or other governmental enactment, rule or order that would impair the security
hereunder or be prejudicial to the interest of Mortgagee;
(i)
(j)
laws of New Jersey;

apply all or any portion of the Property, or the proceeds thereof, towards (but not necessarily in complete satisfaction of) the indebtedness;
foreclose any and all rights or Mortgagor in and to the Property, whether by sale, entry or in any other manner provided for hereunder or under the

(k)
in the case of any receivership, insolvency, bankruptcy, reorganization, arrangement, adjustment, composition or other proceeding affecting
Mortgagor or the creditors or property of Mortgagor, Mortgagee, to the extent permitted by law, shall be entitled to file such proofs of claim and other documents as may be
necessary or advisable in order to have the claims of Mortgagee allowed in such proceedings for the entire amount of the indebtedness at the date of the institution of such
proceedings and for any additional portion of the indebtedness accruing after such date;
(l)

exercise of any right or remedy of mortgagee or secured party under the laws of New Jersey.

4.3
Appointment of a Receiver. Until one or more of the Events of Default shall occur (but not thereafter), Mortgagor shall have possession of the Property
and shall have the right to use and enjoy the same and to receive the rents thereof and therefrom. If one or more of the Events of Default shall occur, and without the

requirement of any other showing, Mortgagee shall be entitled as a matter of right and to the extent permitted by law, without notice to Mortgagor, and without regard to the
adequacy of the security, to the immediate appointment of a receiver of the Property and of the rents thereof and therefrom, in an ex parte proceeding with all such other
powers as the court or courts making such appointment shall confer, and the rents thereof and therefrom are hereby assigned to Mortgagee as additional security under this
Mortgage. Mortgagor shall deliver to the receiver appointed pursuant to the provisions of this Section, or to Mortgagee in the event of entry pursuant to the terms of the
preceding Section, all original records, books, bank accounts, leases, agreements, security deposits of the tenants and all other materials relating to the operation of the
Property.
4.4

Foreclosure Sale.

(a)
If one or more of the Events of Default shall occur, the Mortgagee shall sell and in the case of default of any purchaser or purchasers shall resell all
the Property as an entirety, or in such parcels and in such order as Mortgagee shall in writing request, or, in the absence of such request, as the Mortgagee may determine
(Mortgagor hereby waiving for itself and for any person claiming by or through it application of the doctrine of marshalling of assets), at public auction at some convenient
place or places in the jurisdiction in the state where the Property is situate, or in such other place or places as may be permitted by law, at such time, in such manner and upon
such terms as the Mortgagee may fix and briefly specify in each notice of sale, which notice of sale shall state the time when, and the place where, the same is to be made,
shall contain a brief general description of the property to be sold, and shall be sufficiently given if published as frequently and in such publication as may be required by law,
and Mortgagee may cause such further public advertisement to be made as they may deem advisable, and any such sale may be adjourned by the Mortgagee by announcement
at the time and place appointed for such sale or for such adjourned sale, and, without further notice or publication, such sale may be made at the time and place to which the
same shall be so adjourned. If one or more leases are entered into or recorded subsequent to the recording of this Mortgage or are otherwise subordinate to this Mortgage, the
Mortgagee shall sell, subject to any one or more of such tenancies that are designated and selected by Mortgagee.
(b)
Upon the completion of any sale and compliance with all the terms thereof, the Mortgagee shall execute and deliver to the purchaser or purchasers
a good and sufficient deed of conveyance, assignment and transfer, lawfully conveying, assigning and transferring the property sold. Payment to the Mortgagee of the entire
purchase money shall be full and sufficient discharge of any purchaser or purchasers of the property, sold as aforesaid, for the purchase money; and no such purchaser, or his
representatives, successors or assigns, after paying such purchase money and receiving the deed shall be bound to see to the application of such purchase money.
(c)
In the case of any sale of the Property or of any part thereof, whether under the power of sale herein granted, assent to decree or through other
judicial proceedings, the purchase money, proceeds and avails thereof, together with any other sums which may then be held as security hereunder or be due under any of the
provisions hereof as a part of the Property, shall be applied as follows:

FIRST, to pay all proper costs, charges, fees and expenses, including the fees and costs herein provided for and to pay the costs of appraisals of the Property
and the costs of title examination; and to pay or repay to Mortgagee all moneys advanced by them or either of them for taxes, insurance or otherwise, with interest
thereon as provided herein; and to pay all taxes due upon the Property at the time of sale; and to pay any other lien or encumbrance prior to the legal operation and
effect of this Mortgage unless said sale is made subject to any such taxes or other lien or encumbrance; and to pay a counsel fee of One thousand Five hundred Dollars
($1,500.00) for conducting the proceedings if without contest, but if legal services are rendered to Mortgagee in connection with any contested matter in the
proceedings, then such additional counsel fees and expenses shall be allowed out of the proceeds of sale or sales as the court may deem proper; and to pay additional
reasonable counsel fees, if any, incurred as a result of representing Mortgagee’s interest in any proceedings on behalf of any Mortgagor before any United States
Bankruptcy Court or similar State insolvency proceedings; and also to pay a commission to the auctioneer or other party making the sale equal to five percent (5%) of
the gross sale price;
SECOND, to pay whatever may then remain unpaid under the Note and the interest thereon to the date of payment, whether the same shall be due or not, it
being agreed that the Note shall, upon such sale being made before the maturity of the Note, be and become immediately due and payable at the election of Mortgagee
and to pay all of the indebtedness secured hereby;
THIRD, to pay the remainder of said proceeds, if any, less the expense, if any, of obtaining possession, to Mortgagor or other party lawfully entitled to receive
the same, upon the delivery and surrender of possession of the Property sold and conveyed and delivery of all records, books, bank accounts, leases, agreements,
security deposits of the tenants and all other material relating to the operation of the Property to the said purchaser or purchasers.
(d)
Immediately upon the filing or docketing of suit preliminary to a foreclosure sale of the Property, or any part thereof under this Mortgage, there
shall be and become due and owing by Mortgagor, an auctioneer’s commission on the total amount of the indebtedness secured hereby equal to two and one-half percent (2
½%), and Mortgagee shall not be required to receive the principal and interest in satisfaction of the indebtedness secured hereby, but said sale may be proceeded with unless,
prior to the day appointed therefor, tender is made of said principal, interest, commissions and all expenses and costs incident to such sale and all other sums that are part of
the indebtedness secured hereby.
(e)
Mortgagee may bid and become the purchaser at any sale under this Mortgage. If Mortgagee is the purchaser at any such sale, Mortgagee may
apply the outstanding indebtedness against all or any portion of the purchase price, including the deposit.
4.5

Collection of Revenues. In connection with the exercise by Mortgagee of the rights and remedies provided for in subsection 4.2(b) hereof:

(a)
Mortgagee may notify any tenant, lessee or licensee of the Property, either in the name of the Mortgagee or Mortgagor, to make payment of
Revenues directly to Mortgagee or Mortgagor’s agents, may advise any person of Mortgagee’s interest in and to the revenues arising out of or in connection with the Property
and may collect directly from such tenants, lessees and licensees all amounts due on account of such revenues;
(b)
At Mortgagee’s request, Mortgagor will provide written notification to any or all tenants, lessees and licensees of the property concerning
Mortgagee’s interest in the revenues arising out of or in connection with the Property and will request that such tenants, lessees and licensees forward payment thereof directly
to Lender;

(c)
Mortgagor shall hold any proceeds and collections of any of the revenues arising out of or in connection with the Property in trust for Mortgagee
and shall not commingle such proceeds or collections with any other funds of Mortgagor; and
(d)
Mortgagor shall deliver all such proceeds to Mortgagee immediately upon the receipt thereof by Mortgagor in the identical form received, but duly
endorsed or assigned on behalf of Mortgagor to Mortgagee.
4.6
Use and Occupation of Property. In connection with the exercise of Mortgagee’s rights under subsection 4.2(f), Mortgagee may enter upon, occupy, and
use all or any part of the Property and may exclude Mortgagor from the Land and the Improvements thereon or portion thereof as may have been so entered upon, occupied,
or used. Mortgagee shall not be required to remove any personal Property from the Land and the Improvements upon Mortgagee’s taking possession thereof, and may render
any personal Property unusable to Mortgagor. In the event Mortgagor manages the Land and the improvements thereon in accordance with subsection 4.2(f) herein,
Mortgagor shall pay to Mortgagee on demand a reasonable fee for the management thereof in addition to the indebtedness. Further, Mortgagee may construct such
improvements on the Land or make such alterations, renovations, repairs, and replacements to the Improvements, as Mortgagee, in its sole discretion, deems proper or

appropriate. The obligation of Mortgagor to pay such amounts and all expenses incurred by Mortgagee in the exercise of its rights hereunder shall be included in the
indebtedness and shall accrue interest at the default rate of interest stated in the Note.
4.7
Partial Sales. Mortgagor agrees that in case Mortgagee, in the exercise of the power of sale contained herein or in the exercise of any other rights
hereunder given, elects to sell in parts or parcels, said sales may be held from time to time and that the power shall not be exhausted until all of the Property not previously
sold shall have been sold, notwithstanding that the proceeds of such sales exceed, or may exceed, the indebtedness.
4.8
Assembly of Property. Upon the occurrence of any Event of Default, Mortgagee may require Mortgagor to assemble the Property and make it available to
Mortgagee, at Mortgagor’s sole risk and expense, at a place or places to be designated by Mortgagee which are reasonably convenient to both Mortgagee and Mortgagor.
4.9
Power of Attorney. Upon the occurrence of any Event of Default, Mortgagor hereby irrevocably constitutes and appoints Mortgagee as Mortgagor’s true
and lawful attorney in fact to take any action with respect to the Property to preserve, protect, or realize upon Mortgagee’s interest therein, each at the sole risk, cost and
expense of Mortgagor, but for the sole benefit of Mortgagee. The rights and powers granted Mortgagee by the within appointment include, but are not limited to, the right and
power to: (a) prosecute, defend, compromise, settle, or release any action relating to the Property; (b) endorse the name of Mortgagor in favor of Mortgagee upon any and all
checks or other items constituting revenues arising out of or in connection with the Property; (c) sign and endorse the name of Mortgagor on, and to receive as secured party,
any of the Property; (d) sign and file or record on behalf of Mortgagor any financing or other statement in order to perfect or protect Mortgagee’s security interest; (e) enter
into any contracts or agreements relative to, and to take all action deemed necessary in connection with, the construction of any improvements on the Land; (g) manage,
operate, maintain or repair the Land and the improvements; and (h) exercise the rights of Mortgagor under any contracts, leases or intangible personal property. Mortgagee
shall not be obligated to perform any of such acts or to exercise any of such powers, but if Mortgagee elects so to perform or exercise, Mortgagee shall not be accountable for
more than it actually receives as a result of such exercise of power, and shall not be responsible to Mortgagor except for Mortgagee’s willful misconduct or gross negligence.
All powers conferred upon Mortgagee by this Mortgage and Security Agreement, being coupled with an interest, shall be irrevocable until terminated by a written instrument
executed by a duly authorized officer of the Mortgagee.

ARTICLE 5. MISCELLANEOUS
5.1
Mortgagee. The Mortgagee shall be protected in acting upon any notice, request, consent, demand, statement, note or other paper or document believed by
them to be genuine and to have been signed by the party or parties purporting to sign the same. The Mortgagee shall not be liable for any error of judgment, nor for any act
done or step taken or omitted, nor for any mistake of law or fact, nor for anything which they may do or refrain from doing in good faith nor generally shall a Mortgagee have
any accountability hereunder except for his own individual willful default.
5.2
Estoppel Certificates. Mortgagor, upon request, made either personally or by mail, shall, within six (6) days in case the request is made personally, or
within ten (10) days after the mailing of such request in case the request is made by mail, certify, by a writing duly acknowledged, to Mortgagee or to any proposed assignee
of the Note, the amount of principal and interest then owing on the Note and whether any offsets or defenses exist against the indebtedness secured hereby. At the request of
Mortgagee, such certificate shall also contain a statement that Mortgagor knows of no Event of Default nor of any other default which, after notice or lapse of time or both,
would constitute an Event of Default, which has occurred and remains uncured as of the date of such certificate, or, if any such Event of Default or other default has occurred
and remains uncured as of the date of such certificate, then such certificate shall contain a statement specifying the nature thereof, the time for which the same has continued
and the action which Mortgagor has taken or proposes to take with respect thereto.
5.3
Subrogation. This Mortgage and the Mortgagee, as additional security, are hereby subrogated to the lien or liens and to the rights of the owners and
holders thereof of each and every mortgage, lien or other encumbrance on the Property, or any part thereof, or any claim or demand which is paid or satisfied, in whole or in
part, out of the proceeds of the indebtedness secured hereby and the respective liens of said mortgages, liens and other encumbrances and claims and demands shall pass to
and be held by the Mortgagee as additional security for the indebtedness to Mortgagee to the same extent that they would have been preserved and would have been passed to
and been held by Mortgagee had they each been duly and regularly assigned, transferred, set over and delivered to Mortgagee by separate deed of assignment,
notwithstanding the fact the same may be or may have been satisfied and cancelled of record, it being the intention of the parties hereto that the same will be satisfied and
cancelled of record at or about the time they are paid or satisfied out of the proceeds of the Loan.
5.4
Notices. Unless specifically provided otherwise in this Mortgage or by law, any notice required or permitted by or in connection with this Mortgage shall
be in writing and shall be made by facsimile or by hand delivery, by overnight delivery service, or by certified mail, unrestricted delivery, return receipt requested, postage
prepaid, addressed to Mortgagee or Mortgagor at the appropriate address set forth above or to such other address as may be hereafter specified by written notice by Mortgagee
or Mortgagor. Notice shall be considered given as of the date of the facsimile or the hand delivery, one (1) calendar day after delivery to the overnight delivery service, or
three (3) calendar days after the date of mailing, independent of the date of actual delivery or whether delivery is ever in fact made, as the case may be, provided the giver of
notice can establish that notice was given as provided herein.
5.5
Legal Construction. This Mortgage shall be construed according to the laws of New Jersey (excluding New Jersey conflict of laws) and any court of
competent jurisdiction of New Jersey shall have jurisdiction in any proceeding instituted to enforce this Mortgage and any objections to venue are hereby waived.
5.6
Usury Limitations. No provision of this Mortgage shall require the payment or permit the collection of interest or other sum in excess of the maximum
permitted by applicable law, including a judicial determination. If any excess of interest or other sum in such respect is herein provided for, or shall be adjudicated to be so
provided for herein, neither Mortgagor nor its successors or assigns shall be obligated to pay such interest or other sum in excess of the amount permitted by applicable law,
including a judicial determination, and the right to demand the payment of any such excess shall be and hereby is waived. The provisions of this Section shall control all other
provisions of this Mortgage.
5.7
Recording. Mortgagor covenants and agrees to promptly cause all documents required by Mortgagee to be properly recorded or filed, including this
Mortgage, and to pay all fees, taxes and

expenses incident thereto. Mortgagor shall hold harmless and indemnify Mortgagee against any liability incurred by reason of the imposition of any fee, tax or charge on the
making and recording of this Mortgage.
5.8

Rights of Mortgagee.

(a)
Rights Not Limited. The rights, powers, privileges and discretions (hereinafter collectively called the “rights”) specifically granted to the
Mortgagee and those specifically granted to Mortgagee under this Mortgage are not in limitation of but in addition to those to which they are entitled under any general or
local law relating to and mortgages in New Jersey, now or hereafter existing.
(b)

Benefit to Successors and Assigns. The rights to which Mortgagee may be entitled shall inure to the benefit of its successors and assigns.

(c)

Rights Cumulative. All the rights of Mortgagee are cumulative and not alternative and may be enforced successively or concurrently.

5.9
No Waiver. Failure of Mortgagee to exercise any of their rights shall not impair any of their rights nor be deemed a waiver thereof, and no waiver of any
of their rights shall be deemed to apply to any other such rights, nor shall it be effective unless in writing and signed by the party waiving the right. The acceptance by
Mortgagee of any partial payment after default or an Event of Default, with or without knowledge of the default or Event of Default, shall not be a waiver of the default or
Event of Default unless Mortgagee shall specifically state in writing that the acceptance waives the default or Event of Default or states further conditions which must be
satisfied to constitute such a waiver. The failure of Mortgagee to exercise the option for acceleration of maturity, foreclosure, or either, following an Event of Default or to
exercise any other option or privilege granted to Mortgagee hereunder in any one or more instances, shall not constitute a waiver of any such default, but such option or
privilege shall remain continuously in force.
5.10
Mutual Waiver of Jury Trial. Mortgagor and Mortgagee (by acceptance of this Mortgage) each, on behalf of itself and its successors and assigns,
WAIVES to the fullest extent permitted by law all right to TRIAL BY JURY of any and all claims between them arising under this Mortgage, the Note, the Loan Agreement,
or any other Loan Documents, and any and all claims arising under common law or under any statute of any state or the United States of America, whether any such claims be
now existing or hereafter arising, now known or unknown. In making this waiver Mortgagee and Mortgagor acknowledge and agree that any and all claims made by
Mortgagee and all claims made against Mortgagee shall be heard by a judge of a court of proper jurisdiction, and shall not be heard by a jury. Mortgagee and Mortgagor
acknowledge and agree that THIS WAIVER OF TRIAL BY JURY IS A MATERIAL ELEMENT OF THE CONSIDERATION FOR THIS TRANSACTION. Mortgagee
and Mortgagor, with advice of counsel, each acknowledges that it is knowingly and voluntarily waiving a legal right by agreeing to this waiver provision.
5.11
Waiver by Mortgagor. Mortgagor waives, on behalf of itself and all persons now or hereafter interested in the Property, all rights under all appraisement,
homestead, moratorium, valuation, redemption, exemption, stay, extension and marshalling statutes, laws or equities now or hereafter existing and agrees that no defense
based on any thereof will be asserted in any action enforcing this Mortgage.
5.12
Secondary Market Cooperation. Mortgagor acknowledges that Mortgagee may (a) sell this Mortgage, the Note and the other Loan Documents to one or
more investors as a whole loan, (b) participate the Loan to one or more investors, (c) deposit this Mortgage, the Note, the Guarantee and the other Loan Documents with a
trust, which trust may sell certificates to investors evidencing an ownership interest in the trust assets or (d) otherwise sell the Loan or interest therein to investors (the
transactions referred to in clauses (a) through (d) are hereinafter referred to as “Secondary Market Transactions”). Mortgagor shall cooperate in good faith with Mortgagee
in effecting any such Secondary Market Transaction and shall cooperate in good faith to implement all requirements imposed by any rating agency involved in any Secondary
Market Transaction including, without limitation, all structural or other changes to the Loan, modifications to any documents evidencing or securing the Loan, delivery of
opinions of

counsel acceptable to the rating agency and addressing such matters as the rating agency may require; provided, however, Mortgagor shall not be required to modify any
documents evidencing or securing the Loan which would modify (i) the interest rate payable under the Note, (ii) the stated maturity of the Note, (iii) the amortization of
principal of the Note, or (iv) any other material economic term of the Loan. Mortgagor shall provide such information and documents relating to Mortgagor, any guarantor of
Mortgagor, the Property and any tenant of the Property as Mortgagee may reasonably request in connection with a Secondary Market Transaction. Mortgagee shall have the
right to provide to prospective investors any information in its possession, including, without limitation, financial statements relating to Mortgagor, any guarantor of
Mortgagor, the Property and any tenant of the Property. Mortgagor acknowledges that certain information regarding the Loan and the parties thereto and the Property may be
included in a private placement memorandum, prospectus or other disclosure documents.
5.13
Indemnification. Mortgagee shall not be obligated to perform or discharge any obligation or duty to be performed or discharged by Mortgagor under any
lease. Mortgagor shall indemnify the Mortgagee for and save them harmless from any and all liability arising from any lease or assignment of a lease as security under this
Mortgage. Mortgagee shall not have any responsibility for the control, care, management or repair of the Property or be liable for any negligence in the management,
operation, upkeep, repair or control of the Property resulting in loss or injury or death to any lessee or any other person or entity. The obligations and liabilities of Mortgagor
under this paragraph shall survive any termination, satisfaction or assignment of this Mortgage and the exercise by Mortgagee of any of its rights or remedies hereunder
including, without limitation, the acquisition of the Property by foreclosure or a conveyance in lieu of foreclosure.
5.14
Binding Effect. The terms and conditions agreed to by Mortgagor and the covenants of Mortgagor shall be binding upon the personal representatives,
successors and assigns of Mortgagor and of each of them, but this provision does not waive any prohibition of assignment or any requirement of consent to an assignment
under the other provisions of this Mortgage; any consent to an assignment shall not be consent to any further assignment, each of which must be specifically obtained in
writing.
5.15

Recitals. The recitals of this Mortgage are incorporated herein and made a part hereof.

5.16

Number and Gender. Wherever used herein the singular shall include the plural and the plural the singular, and the use of any gender shall include all

genders.
5.17
Time of Essence. Time is of the essence of the obligations of Mortgagor in this Mortgage and each and every term, covenant and condition made herein by
or applicable to Mortgagor.
5.18
Captions. The captions of the Sections of this Mortgage are for the purpose of convenience only and are not intended to be a part of this Mortgage and
shall not be deemed to modify, explain, enlarge, or restrict any of the provisions hereof.
5.19.
Severability. If any provision of this Mortgage or the application thereof to any person or circumstance shall be invalid, inoperative or unenforceable to
any extent, the remainder of this Mortgage and the application of such provisions to other persons or circumstances shall not be affected thereby and shall be valid, operative
and enforceable to the greatest extent permitted by law.
5.20.
Execution of Counterparts. This Mortgage may be executed in any number of counterparts and each of such counterparts shall for all purposes be deemed
to be an original and all such counterparts shall together constitute but one and the same Mortgage.
5.21.
Security Agreement. Mortgagor has executed this instrument as a Debtor under the Uniform Commercial Code of the state in which the Property is
located. This Mortgage shall constitute and be a security agreement and financing statement under the laws of such state.

ARTICLE 6. ADDITIONAL COVENANTS
6.1

Leases of the Property.

6.1.1
Compliance with Leases. Mortgagor shall carry out all of its agreements and covenants as landlord contained in any leases (which word when
used in this Mortgage shall include, without limitation, all agreements, licenses, contracts, reservations, accounts, and permits affecting all or any part of the Property) and not
permit a lien or other encumbrance superior to such leases other than this Mortgage. No lease shall include any space, or grant to any tenant any right or interest in any area
outside of the limits of the Property. Upon demand of Mortgagee, Mortgagor shall furnish Mortgagee an executed copy of each lease immediately upon its execution. All
future leases shall be written on the standard form accepted by Mortgagee, with only such changes as Mortgagee shall have approved in writing or on a lease agreement

approved by Mortgagee.
6.1.2
Assignment of Leases. Mortgagor hereby grants, conveys, assigns, and transfers unto the Mortgagee, for the benefit of Mortgagee, all the right,
title, interest and privileges which Mortgagor has or may hereafter have in any and all of said leases now existing or hereafter made affecting all or a part of the Property, as
said leases may have been or may from time to time be hereafter modified, extended or renewed with all the rents (which word when used in this Mortgage shall include,
without limitation, all income and profits) due and becoming due therefrom and including without limitation the right of Mortgagee to inspect the leased areas and books and
records of tenants. Mortgagor shall, upon written request by Mortgagee, execute assignments (in any form customarily used by Mortgagee) of any present or future leases,
together with the rents due and becoming due therefrom, which affect in any way all or any part of the Property. No such assignment made or required hereby shall be
construed as a consent by Mortgagee to any lease or to impose on Mortgagee any obligation with respect thereto. Mortgagor shall not make any other assignment,
hypothecation or pledge of any rents under any lease of part or all of the Property. Mortgagor shall not, without the prior written approval of Mortgagee, cancel any of the
leases, nor terminate or accept a surrender thereof, nor reduce the payment of rent thereunder, nor modify any of said leases, nor accept any prepayment of rent other than the
usual prepayment as would result from the acceptance by landlord more than fifteen (15) days before the first day of each month for the ensuing month under leases approved
by Mortgagee according to the terms of such leases. The covenants and restrictions of this subsection shall be deemed covenants and restrictions running with the land.
6.1.3
Limitation on Subordinate Lienors. Mortgagor covenants that Mortgagee of any subordinate lien shall have no right, and shall acquire no right,
to terminate or modify any lease affecting the Property whether or not such lease is subordinate to the legal operation and effect of this Mortgage.
6.1.4
Deposit of Rents. All payments, including security deposits, under any lease received by Mortgagor shall be deemed held by Mortgagor in trust
for the payment of the indebtedness secured hereby. Mortgagor shall deposit in a non-interest bearing account or accounts with Mortgagee all payments (except security
deposits made under residential leases, if any) made under all leases, which sums, subject to the rights of the tenants therein, may be used by Mortgagor in the ordinary course
of Mortgagor’s business to the extent permitted by law, until one or more of the Events of Default shall occur, but not thereafter.
6.1.5
Assignment of Bankruptcy Awards. Mortgagor hereby assigns to the Mortgagee any award made hereafter to it in any court procedure
involving any of the tenants in any bankruptcy, insolvency or reorganization proceeding in any state or federal court and any and all payments by any tenant in lieu of rent.
6.1.6
Limitation of Liability under Leases. The Mortgagee shall not be obligated to perform or discharge any obligation or duty to be performed or
discharged by Mortgagor under any lease; and Mortgagor hereby agrees to indemnify the Mortgagee for and to save them harmless from, any and all liability arising from any
lease, or this assignment thereof and this assignment shall not place the responsibility for the control, care, management or repair of the Property upon the Mortgagee, nor
make said Mortgagee liable for any negligence in the management, operation, upkeep, repair or control of the Property resulting in loss or injury or death to any tenant, agent,
guest, or stranger.

6.1.7
Security Deposits. Mortgagor shall deposit in an account or accounts with Mortgagee or its designee, under the depository’s standard program for
such accounts, all security deposits made under residential leases which sums, subject to the rights of the tenants therein, may be used by Mortgagor in the ordinary course of
Mortgagor’s business to the extent permitted by law, until one or more of the Events of Default shall occur, but not thereafter. All such deposits shall be the continuing
responsibility of Mortgagor, and Mortgagor shall comply with all applicable requirements of state and local law where the Property is located.
6.2

Environmental Covenants.

6.2.1
No Substances Present. Mortgagor hereby represents and warrants to Mortgagee that, after a due and diligent investigation, to the best of its
knowledge, there are not now and have never been any materials or substances located on or near the Property that, under federal, state, or local law, statute, ordinance, or
regulation, or administrative or court order or decree, or private agreement (collectively, the “Environmental Laws”), are regulated as to use, generation, collection, storage,
treatment, or disposal (such materials or substances are hereinafter collectively referred to as “Substances”). The term “Substances” includes any materials or substances
whose release or threatened release may pose a risk to human health or the environment or impairment of property values and shall also include without limitation (i) asbestos
in any form, (ii) urea formaldehyde foam insulation, (iii) paint containing lead, (iv) transformers or other equipment which contains dielectric fluid containing levels of
polychlorinated biphenyls of 50 parts per million or more, and (v) petroleum in any form. Mortgagor further represents and warrants to Mortgagee that the Property is not
now being used nor has it ever been used in the past for any activities involving the use, generation, collection, storage, treatment, or disposal of any Substances. Mortgagor
will not place or permit to be placed any Substances on or near the Property except for those Substances that are typically used in the operation of Mortgagor’s business
provided the same are in appropriately small quantities and are stored, used, and disposed of properly; or Substances that are approved in writing by Mortgagee.
6.2.2
Acting Upon Presence of Substances. Mortgagor hereby covenants and agrees that, if at any time (i) Substances are spilled, emitted, disposed, or
leaked in any amount; or (ii) it is determined that there are Substances located on, in, or under the Property other than those of which Mortgagee has approved in writing or
which are permitted to be used on the Property without Mortgagee’s written approval pursuant to subsection 6.2.1 of this Section, Mortgagor shall immediately notify
Mortgagee and any authorities required by law to be notified, and shall, within thirty (30) days thereafter or sooner if required by Mortgagee or any governmental authority,
take or cause to be taken, at Mortgagor’s sole expense, such action as may be required by Mortgagee or any governmental authority. If Mortgagor shall fail to take such
action, Mortgagee may make advances or payments towards performance or satisfaction of the same but shall be under no obligation so to do; and all sums so advanced or
paid, including all sums advanced or paid in connection with any investigation or judicial or administrative proceeding relating thereto, including, without limitation,
reasonable attorneys’ fees, expert fees, fines, or other penalty payments, shall be at once repayable by Mortgagor and shall bear interest at the Default Rate, from the date
advanced or paid by Mortgagee until the date paid by Mortgagor to Mortgagee, and all sums so advanced or paid, with interest as aforesaid, shall become a part of the
indebtedness secured hereby.
6.2.3
Environmental Audits. Mortgagor, promptly upon the written request of Mortgagee from time to time, shall provide Mortgagee, at Mortgagor’s
expense, from time to time with an environmental site assessment or environmental audit report, or an update of such an assessment or report, all in scope, form, and content
satisfactory to Mortgagee.
6.2.4
Environmental Notices. Mortgagor shall furnish to Mortgagee duplicate copies of all correspondence, notices, or reports it receives from any
federal, state, or local agency or any other person regarding environmental matters or Substances at or near the Property, immediately upon Mortgagor’s receipt thereof.

6.2.5
Condition of Property. Mortgagor hereby represents and warrants that there are no wells or septic tanks on the Property serving any other
property; no wells or septic tanks on other property serving the Property; no burial grounds, archeological sites, or habitats of endangered or threatened species on the
Property; and that no part of the Property is subject to tidal waters; has been designated as wetlands by any federal, state, or local law or governmental agency; or is located in
a special flood hazard area.
6.2.6

Environmental Indemnity.

6.2.6.1 Mortgagor shall at all times indemnify and hold harmless Mortgagee against and from any and all claims, suits, actions, debts, damages,
costs, losses, obligations, judgments, charges, and expenses, of any nature whatsoever suffered or incurred by Mortgagee, whether as beneficiary of this Mortgage, as
mortgagee in possession, or as successor-in-interest to Mortgagor by foreclosure deed or deed in lieu of foreclosure, under or on account of the Environmental Laws or any
similar laws or regulations, including the assertion of any lien thereunder, with respect to:

(a)
any discharge of Substances, the threat of a discharge of any Substances, or the presence of any Substances affecting the Property whether
or not the same originates or emanates from the Property or any contiguous real estate including any loss of value of the Property as a result of any of the foregoing;
(b)
any costs of removal or remedial action incurred by the United States Government or any costs incurred by any other person or damages
from injury to, destruction of, or loss of natural resources, including reasonable costs of assessing such injury, destruction or loss incurred pursuant to any Environmental
Laws;
(c)
liability for personal injury or property damage arising under any statutory or common law tort theory, including, without limitation,
damages assessed for the maintenance of a public or private nuisance or for the carrying on of an abnormally dangerous activity at or near the Property; and/or
(d)
any other environmental matter affecting the Property within the jurisdiction of the Environmental Protection Agency, any other federal
agency, or any state or local environmental agency.
Mortgagor’s obligations under this Agreement shall arise upon the discovery of the presence of any Substance, whether or not the Environmental Protection Agency, any
other federal agency or any state or local environmental agency has taken or threatened any action in connection with the presence of any Substances.
7.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)

When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in accordance with federal
law.

b)

Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice, foreclosing liens, and other
purposes. By using these procedures, SBA does not waive any federal immunity from local or state control, penalty, tax or liability. No Borrower or
Guarantor may claim or assert against SBA any local or state law to deny any obligation of Borrower, or defeat any claim of SBA with respect to
this Loan.

Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.
IN WITNESS WHEREOF, Mortgagor has caused this Mortgage to be duly executed on its behalf and its seal to be hereunto affixed as of the date first
above written.
/s/ Brian Conners
Brian Todd Conners, individually
State/Commonwealth of New Jersey
County of Burlington
On this, the 10th day of March, 2011, before me Lisa Viscusi, the undersigned officer, personally appeared Brian Todd Conners known to me (or satisfactorily
proven) to be the person(s) whose name(s) is/are subscribed to the within instrument, and acknowledged that he/she/they executed the same for the purposes therein contained.
In witness whereof, I hereunto set my hand and official seal.
/s/ Denise Cascio
Notary Public

EXHIBIT A
PROPERTY DESCRIPTION

EXHIBIT B
PERMITTED ENCUMBRANCES
First mortgage in favor of ING Bank in the original amount of $339,920.00 dated 6/26/03 and recorded 7/19/03 in book 7122 page 5
Second mortgage in favor of Quicken Loans Inc. in the original amount of $90,000.00 dated 6/15/04 and recorded 7/6/04 in book 7504 page 1634 (currently serviced by ETrade Bank)
Pari passu mortgages in favor of Susquehanna Bank dated of even date herewith in the original amounts of $2,100,000.00 and $1,250,000.00.

SECURITY AGREEMENT - COMMERCIAL
This Security Agreement - Commercial (“Security Agreement”) is executed, made and delivered this 10th day of March, 2011 by Appliance Recycling Centers of
America, Inc. (herein the “Debtor”), whose address is 7400 Excelsior Boulevard, Minneapolis, MN 55426, for the benefit of Susquehanna Bank, a Pennsylvania statechartered commercial banking corporation (the “Secured Party”), whose address is 159 E. High Street, Pottstown, PA 19464.
FOR VALUE RECEIVED, the receipt, adequacy and sufficiency of which are hereby acknowledged, Debtor grants to Secured Party the security interest (and the
pledges and assignments as applicable) hereinafter set forth and agrees with Secured Party as follows:
A.
OBLIGATIONS SECURED. The security interest and pledges and assignments as applicable granted hereby are to secure punctual payment and
performance of the following (i) a certain promissory note from ARCA Advanced Processing, LLC, the (“Borrower”) of even date herewith in the original principal sum of
One Million Four Hundred Thousand Dollars and No Cents ($1,400,000.00) and payable to the order of Secured Party (the “Note”), and any and all extensions, renewals,
modifications and rearrangements thereof; and (ii) any and all other indebtedness, liabilities and obligations whatsoever of Debtor to Secured Party whether direct or indirect,
absolutely or contingent, primary or secondary, due or to become due and whether now existing or hereafter arising and howsoever evidenced or acquired, whether joint or
several, or joint and several (all of which are herein separately and collectively referred to as the “Obligations”). Debtor acknowledges that the security interest hereby
granted shall secure all future advances as well as any and all other indebtedness, liabilities and obligations of Debtor to Secured Party whether now in existence or hereafter
arising.
B.
USE OF COLLATERAL. Debtor represents, warrants and covenants that the Collateral will be used by the Debtor primarily for business, commercial, or
other similar purposes.
C.
DESCRIPTION OF COLLATERAL. Debtor hereby grants to Secured Party a security interest in (and hereby pledges and assigns as applicable) and
agrees that Secured Party shall continue to have a security interest in (and a pledge and assignment of, as applicable), the following property:
All Equipment. A security interest in all equipment, now owned or hereafter acquired by Debtor, including all appurtenances and additions thereto, and substitutions
therefor and replacement thereof, wheresoever located, including all tools, parts and accessories used in connection therewith and including but not limited to the
collateral listed on Exhibit A” attached hereto.
The term “Collateral” as used in this Agreement shall mean and include, and the security interest (and pledge and assignment as applicable) shall cover, all of the
foregoing property, as well as any accessions, additions and attachments thereto, and the proceeds and products thereof, including without limitation, all cash, general
intangibles, accounts, inventory, equipment, fixtures, farm products, notes, drafts, acceptances, securities, instruments, chattel paper, insurance proceeds payable because of
loss or damage, or other property, benefits or rights arising therefrom, and in and to all returned or repossessed goods arising from or relating to any of the property described
herein or other proceeds of any sale or other disposition of such property.
As additional security for the punctual payment and performance of the Obligations, and as part of the Collateral, Debtor hereby grants to Secured Party a security
interest in, and a pledge and assignment of, any and all money, property, deposit accounts, accounts, securities, documents, chattel paper, claims, demands, instruments, items
or deposits of the Debtor, and each of them, or to which any of them is a party, now held or hereafter coming within Secured Party’s custody or control, including without
limitation, all certificates of deposit and other depository accounts, whether such have matured or the exercise of Secured Party’s rights results in loss of interest or principal or
other penalty on such deposits, but excluding deposits subject to tax penalties if assigned. Without prior notice to or demand upon the Debtor, Secured Party may exercise its
rights granted above at any time when a default has occurred or Secured Party deems itself insecure. Secured Party’s rights and remedies under this paragraph shall be in
addition to and cumulative of any other rights or remedies at law and equity, including, without limitation, any rights of set-off to which Secured Party may be entitled.

D.

REPRESENTATIONS. WARRANTIES AND COVENANTS OF DEBTOR. Debtor represents and warrants as follows:

1.
Ownership; No Encumbrances. Except for the security interest (and pledges and assignments as applicable) granted hereby, the Debtor is, and as
to any property acquired after the date hereof which is included within the Collateral, Debtor will be, the owner of all such Collateral free and clear from all charges, liens,
security interests, adverse claims and encumbrances of any and every nature whatsoever.
2.
No Financing Statements. There is no financing statement or similar filing now on file in any public office covering any part of the Collateral
except those already disclosed to Security Party by the pre-closing searches, and Debtor will not execute and there will not be on file in any public office any financing
statement or similar filing except the pari passu financing statements filed or to be filed in favor of, or assigned or to be assigned on the date hereof to, Secured Party.
3.
Accuracy of Information. All information furnished to Secured Party concerning Debtor, the Collateral and the Obligations, or otherwise for the
purpose of obtaining or maintaining credit, is or will be at the time the same is furnished, accurate and complete in all material respects.
4.
Authority. Debtor has full right and authority to execute and perform this Agreement and to create the security interest (and pledges and
assignment as applicable) created by this Agreement. The making and performance by Debtor of this Agreement will not violate any articles of incorporation, bylaws or
similar document respecting Debtor, any provision of law, any order of court or governmental agency, or any indenture or other agreement to which Debtor is a party, or by
which Debtor or any of Debtor’s property is bound, or be in conflict with, result in a breach of or constitute (with due notice and/or lapse of time) a default under any such
indenture or other agreement, or result in the creation or imposition of any charge, lien, security interest, claim or encumbrance of any and every nature whatsoever upon the
Collateral, except as contemplated by this Agreement.
5.
Addresses. The address of Debtor designated at the beginning of this Agreement is Debtor’s place of business if Debtor has only one place of
business; Debtor’s chief executive office if Debtor has more than one place of business; or Debtor’s residence if Debtor has no place of business. Debtor agrees not to change
such address without advance written notice to Secured Party.
E.

GENERAL COVENANTS. Debtor covenants and agrees as follows:

1.
Operation of Collateral. Debtor agrees to maintain and use the Collateral solely in the conduct of its own business, in a careful and proper manner, and in
conformity with all applicable permits or licenses. Debtor shall comply in all respects with all applicable statutes, laws, ordinances and regulations. Debtor shall not use the
Collateral in any unlawful manner or for any unlawful purpose, or in any manner or for any purpose that would expose the Collateral to unusual risk, or to penalty, forfeiture or
capture, or that would render inoperative any insurance in connection with the Collateral.
2.
Condition. Debtor shall maintain, service and repair the Collateral so as to keep it in good operating condition. Debtor shall replace within a reasonable
time all parts that may be worn out, lost, destroyed or to otherwise rendered unfit for use, with appropriate replacement parts . Debtor shall obtain and maintain in good
standing at all times all applicable permits, licenses, registrations and certificates respecting the Collateral.
3.
Assessments. Debtor shall promptly pay when due all taxes, assessments, license fees, and governmental charges levied or assessed against Debtor or with
respect to the Collateral or any part thereof.
4.

No Encumbrances. Debtor agrees not to suffer or permit any charge, lien, security interest, adverse claim or encumbrance of any and every nature

whatsoever against the Collateral or any part thereof.
5.
No Removal. Except as otherwise provided in this Agreement, Debtor shall not remove the Collateral from the County or counties designated at the
beginning of this Agreement without Secured Party’s written consent.

6.
No Transfer. Except as otherwise provided in this Agreement with respect to inventory, Debtor shall not, without the prior written consent of Secured
Party, sell, assign, transfer, lease, charter, encumber, hypothecate or dispose of the Collateral, or any part thereof, or interest therein or offer to do any of the foregoing.
7.
Notices and Reports. Debtor shall promptly notify Secured Party in writing of any change in the name, identity or structure of Debtor, any charge, lien,
security interest, claim or encumbrance asserted against the Collateral, any litigation against Debtor or the Collateral, any theft, loss, injury or similar incident involving the
Collateral, and any other material matter adversely affecting Debtor or the Collateral. Debtor shall furnish such other reports, information and data regarding Debtor’s
financial condition and operations, the Collateral and such other matters as Secured Party may request from time to time.
8.
Landlord’s Waivers. Debtor shall furnish to Secured Party, if requested, a landlord’s waiver of all liens with respect to any Collateral covered by this
Agreement that is or may be located upon leased premises, such landlord’s waivers to be in such form and upon such terms as are acceptable to Secured Party.
9.
Additional Filings. Debtor agrees to execute and deliver such financing statement or statements, or amendments thereof or supplements thereto, or other
documents as Secured Party may from time to time require in order to comply with the Minnesota Uniform Commercial Code (or other applicable state laws of the jurisdiction
where any of the Collateral is located) and to preserve and protect the Secured Party’s rights to the Collateral.
10.
Protection of Collateral. Secured Party, at its option, whether before or after default, but without any obligation whatsoever to do so, may (a) discharge
taxes, claims, charges, liens, security interests, assessments or other encumbrances of any and every nature whatsoever at any time levied, placed upon or asserted against the
Collateral, (b) place and pay for insurance on the Collateral, including insurance that only protects Secured Party’s interest, (c) pay for the repair, improvement, testing,
maintenance and preservation of the Collateral, (d) pay any filing, recording, registration, licensing or certificate fees or other fees and charges related to the Collateral, or
(e) take any other action to preserve and protect the Collateral and Secured Party’s rights and remedies under this Agreement as Secured Party may deem necessary or
appropriate. Debtor agrees that Secured Party shall have no duty or obligation whatsoever to take any of the foregoing action. Debtor agrees to promptly reimburse Secured
Party upon demand for any payment made or any expense incurred by the Secured Party pursuant to this authorization. These payments and expenditures, together with
interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under applicable laws, which Debtor agrees to pay, shall constitute additional
Obligations and shall be secured by and entitled to the benefits of this Agreement.
11.
Inspection. Debtor shall at all reasonable times allow Secured Party by or through any of its officers, agents, attorneys or accountants, to examine the
Collateral, wherever located, and to examine and make copies of or extracts from Debtor’s books and records.
12.
Further Assurances. Debtor shall do, make, procure, execute and deliver all such additional and further acts, things, deeds, interests and assurances as
Secured Party may request from time to time to protect, assure and enforce Secured Party’s rights and remedies.
13.
Insurance. Debtor shall have and maintain insurance at all times with respect to all tangible Collateral insuring against risks of fire (including so-called
extended coverage), theft and such other risks as Secured Party may require, containing such terms, in such form and amounts and written by such companies as may be
satisfactory to Secured Party, all of such insurance to contain loss payable clauses in favor of Secured Party as its interest may appear. All policies of insurance shall provide
for fifteen (15) days written minimum cancellation notice to Secured Party and at the request of Secured Party shall be delivered to and held by it. Secured Party is hereby
authorized to act as attorney for Debtor in obtaining, adjusting, settling and canceling such insurance to the Obligations secured hereby whether or not such Obligations are
then due and payable. Debtor specifically authorizes Secured Party to disclose from the policies of insurance to prospective insurers regarding the Collateral.
14.
Additional Collateral. If Secured Party should at any time be of the opinion that the Collateral is impaired or insufficient, or has declined or may decline
in value, or should Secured Party deem payment of the Obligations to be insecure, then Secured Party may call for additional security satisfactory to Secured Party, and
Debtor promises to furnish such additional security forthwith. The call for additional security may be oral, by messenger or telefax, or United States mail addressed to Debtor,
and shall not affect any other subsequent right of Secured Party to exercise the same.
15.
Goods. Notwithstanding anything to the contrary contained in this agreement, if any Debtor is a “consumer” as defined Regulation AA of the Board of
Governors of the Federal Reserve System, 12 C.F.R. Part 227, or the Federal Trade Commission Credit Practices Rule, 16 C.F.R. Part 444, as applicable, no lien or security
interest created or evidenced by this agreement shall extend to or cover a non-possessory lien or security interest in “household goods,” other than a purchase money lien

or security interest, in accordance with such regulations as applicable.
F.

ADDITIONAL PROVISIONS REGARDING ACCOUNTS. The following provisions shall apply to all accounts included within the Collateral:

1.
Definitions. The term “account”, as used in this Agreement, shall have the same meaning as set forth in the Uniform Commercial Code of
Minnesota in effect as of the date of execution hereof, and as set forth in any amendment to the Uniform Commercial Code of Minnesota to become effective after the date of
execution hereof, and also shall include all present and future notes, instruments, documents, general intangibles, drafts, acceptances and chattel paper of Debtor, and the
proceeds thereof.
2.
Additional Warranties. As of the time any account becomes subject to the security interest (or pledge or assignment as applicable) granted
hereby, Debtor shall be deemed further to have warranted as to such and all of such accounts as follows: (a) each account and all papers and documents relating thereto are
genuine and in all respects what they purport to be; (b) each account is valid and subsisting and arises out of a bona fide sale or lease of goods sold or leased and delivered to,
or out of and for services therefore actually rendered by the Debtor to, the account debtor named in the account; (c) the amount of the account represented as owing is the
correct amount actually and unconditionally owning except for normal cash discounts and is not subject to any set-offs, credits, defenses, deductions or countercharges; and
(d) Debtor is the owner thereof free and clear of any charges, liens, security interests, adverse claims and encumbrances of any and every nature whatsoever.
3.
Collection of Accounts. Secured Party shall have the right in its own name or in the name of the Debtor, whether before or after default, to require
Debtor forthwith to transmit all proceeds of collection of accounts directly to Secured Party, to demand, collect, receive, receipt for, sue for, compound and give acquittal for,
any and all amounts due or to become due on the accounts and to endorse the name of the Debtor on all Commercial paper given in payment or part payment thereof, and in
Secured Party’s discretion to file any claim or take any other action or proceeding that Secured Party, may deem necessary or appropriate to protect and preserve and realize
upon the accounts and related Collateral. Unless and until Secured Party elects to collect accounts, and the privilege of Debtor to collect accounts is revoked by Secured Party
in writing, Debtor shall continue to collect accounts, account for same to Secured Party, and shall not commingle the proceeds of collection of accounts with any funds of the
Debtor. In order to assure collection of accounts in which Secured Party has a security interest (or which have been pledged or assigned to Secured Party as applicable)
hereunder, Secured Party may notify the post office authorities to change the address for delivery of mail addressed to Debtor to such address as Secured Party may designate,
and to open and dispose of such mail and receive the collections of accounts included herewith. Secured Party shall have no duty or obligation whatsoever to collect any
account, or to take any other action to preserve or protect the Collateral; however, Debtor releases Secured Party from any claim or claims for loss or damage arising from any

act or omission of Secured Party and its officers, directors, employees or agents, should Secured Party elect to collect any account or take any possession of any Collateral.
4.
Identification and Assignment of Accounts. Upon Secured Party’s request, whether before or after default, Debtor shall take such action and
execute and deliver such documents as Secured Party may request in order to identify, confirm, mark, segregate and assign accounts and to evidence Secured Party’s interest
in same. Without limitation of the foregoing Debtor, upon request, agrees to assign accounts to Secured Party, identify and mark accounts as being subject to the security
interest (or pledge or assignment as applicable) granted hereby, mark Debtors books and records to reflect such security interests, pledges and assignments, and forthwith to
transmit to Secured Party in the form received by Debtor any and all proceeds of collection of such accounts.
5.
Account Reports. Debtor will deliver to Secured Party, as Lender may require, a written report in form and in content satisfactory to Secured
Party, showing a listing and aging of accounts and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of
the assertion by any account debtor of any set-off, defense or claim regarding an account or any other matter adversely affecting any account.
6.
Segregation of Returned Goods. Returned or repossessed goods arising from or relating to any accounts included within the Collateral shall, if
requested by Secured Party, be held separate and apart from any other property. Debtor shall as often as requested by Secured Party, but not less often than weekly, even
though no special request has been made, report to Secured Party the appropriate identifying information with respect to any such returned or repossessed goods relating to
accounts included in assignments or identifications made pursuant hereto.
7.
Right of Off-Set. Any deposit or other sums at any time credited by or due from the holder of the Obligations to Debtor or any endorser, guarantor
or surety of any of the Obligations and any securities or other property of Debtor or any endorser, guarantor or surety of any of the Obligations in the possession of the holder
of the Obligations may at all times be held and treated as additional and cumulative collateral security for the payment of the Obligations and Debtor grants Secured Party a
security interest and contractual right of off-set in all such deposits, sums, securities and other properties as additional and cumulative

security for payment of the Obligations. The holder of the Obligations may apply to set-off such deposits or other sums against the Obligations at any time in the case of
Debtor, but only with respect to matured liabilities in case of the endorsers, guarantors, or sureties of any of the Obligations.
G.

ADDITIONAL PROVISIONS REGARDING INVENTORY. The following provisions shall apply to all inventory included within the Collateral:

1.
Inventory Reports. Debtor will deliver to Secured Party as Secured Party may require, on such frequency as Secured Party may request, a written
report in form and content satisfactory to Secured Party, with respect to the preceding month or other applicable period, showing Debtors opening inventory, inventory
acquired, inventory sold, inventory leased, inventory returned, inventory used in Debtor’s business, closing inventory, any other inventory not within the preceding categories
and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of any matter adversely affecting the inventory,
including, without limitation, any event causing loss or depreciation in the value of the inventory and the amount of such possible loss of depreciation.
2.
Location of Inventory. Debtor will promptly notify Secured Party in writing of any addition to, change in or discontinuance of its place(s) of
business as shown in this Agreement, the places at which inventory is located as shown herein, the location of its chief executive office and the location of the office where it
keeps its records as set forth herein. All Collateral will be located at the places of business shown below, as modified by any written notices given pursuant hereto.
3.
Uses of Inventory. Except as set forth in the loan agreement, unless and until the privilege of Debtor to use inventory in the ordinary course of
Debtor’s business is revoked by Secured Party in the event of default or if Secured Party deems itself insecure, Debtor may use the inventory in any manner not inconsistent
with this Agreement, may lease or sell that part of the Collateral consisting of inventory provided that all such leases and sales are in the ordinary course of business, and use
and consume any raw materials or supplies that are necessary in order to carry on Debtor’s business. A sale in the ordinary course of business does not include a transfer in
partial or total satisfaction of a debt.
4.
Accounts as Proceeds. All accounts that are proceeds of the inventory included within the Collateral shall be subject to all of the terms and
provisions hereof pertaining to accounts.
5.

Protection of Inventory. Debtor shall take all action necessary to protect and preserve the inventory.

6.
Assignment of Rents and Leases. Debtor hereby assigns to Secured Party all rents and other benefits derived or to be derived from leases
(“Leases”) of the inventory now or hereafter existing or entered into, together with all guarantees, amendments, modifications, extensions and renewals thereof (the “Rents”).
Prior to a foreclosure by Secured Party of any lien or security interest which Secured Party may now or hereafter hold covering the inventory, this Assignment of Rents is not
intended to, and shall not, constitute payment to Secured Party, unless Secured Party terminates Debtor’s license to collect the Rents, and then it shall constitute payment only
to the extent that prior to foreclosure the Rents are actually received by Secured Party as opposed to constituting a portion of the voluntary payments of principal and interest
on the indebtedness evidenced and secured hereby, and are not used for the operation, maintenance or repair of the inventory, or for the payment of costs and expenses in
connection therewith. Except as otherwise provided herein, Secured Party shall have the absolute right, power and authority to take any and all actions which Secured Party
deems necessary or appropriate in connection with taking possession of the inventory, leasing all or any part of the inventory, collecting all or any of the Rents and enforcing
the rights of the lessor under any of the leases, including without limitation, bringing, prosecuting, defending or settling legal proceedings against lessees of the inventory.
Notwithstanding anything herein to the contrary, Secured Party shall not be obligated to perform or discharge, and Secured Party does not undertake to perform or discharge,
any obligation, duty or liability with respect to the Leases or the Rents under or by reason of this Assignment. This Assignment shall not operate to place responsibility for the
control, care, maintenance or repair of the inventory upon Secured Party, or for any dangerous or defective condition of the Inventory, or for any negligence in the
arrangement, upkeep, repair, or control of the inventory. Debtor shall retain a revocable license to collect and receive the Rents as the agent of Secured Party, and to retain, use
and enjoy such Rents, provided that such revocable license ipso facto terminate without further action by Secured Party and without notice to Debtor upon the occurrence of
any default or event of default as defined in any note, deed of trust, security agreement, guaranty, financing statement, fixture filing or other loan documents given to Secured
Party by Debtor or any other party in connection with any indebtedness or obligation of Debtor to Secured Party.
7.
Leased Inventory. Debtor shall (a) observe and perform faithfully every obligation which Debtor is required to perform under the Leases;
(b) enforce or secure the performance of, at its sole cost and expense, every obligation to be performed by the lessees under the Leases; (c) not collect any Rents in advance of
the time when the same shall be due, or anticipate any payments under any of the Leases, except for bona fide security deposits not in excess of an amount equal to two
(2) months Rent; (d) at the request of Secured Party, deliver copies of Leases to Secured Party; and (e) appear and defend against, at Debtor’s sole cost

and expense, any action or proceeding arising under, and in any manner connected with the Leases, the Rents or the obligations, duties or liabilities of the lessor, lessee or
guarantors thereunder.
H.

[INTENTIONALLY OMITTED]

I.

[INTENTIONALLY OMITTED]

J.

EVENTS OF DEFAULT. Debtor shall be in default hereunder upon the happening of any of the following events or conditions: (i) non-payment when due

(whether by acceleration of maturity or otherwise) of any payment of principal, interest or other amount due on any Obligations; (ii) the occurrence of any event which under
the terms of any evidence of indebtedness, indenture, loan agreement, security agreement or similar instrument permits the acceleration of maturity of any of obligation of
Debtor whether to Secured Party or to others; (iii) any representation or warranty made by Debtor and/or others to Secured Party in connection with this Agreement, the
Collateral or the Obligations, or in any statements or certificates, proves incorrect in any material respect as of the date of the making or the issuance thereof; (iv) default
occurs in the observance or performance of or, if Debtor fails to furnish adequate evidence of performance of, any provision of this Agreement or of any note, assignment,
transfer, other agreement, document or instrument delivered by Debtor to Secured Party in connection with this Agreement, the Collateral or the Obligations; (v) death,
dissolution, liquidation, termination of existence, insolvency, business failure or winding-up of Debtor, or any maker, endorser, guarantor, surety or other party liable in any
capacity for any of the Obligations; (vi) the filing of a petition in bankruptcy by or against, or the application for appointment of a receiver or any other legal custodian for any
part of the property of, or the assignment for the benefit of creditors by, or the commencement of any proceeding under any bankruptcy, rearrangement, reorganization,
insolvency or similar laws for the relief of Debtors by or against, the Debtor, or any maker, endorser, guarantor, surety or other party primarily or secondarily liable for any of
the Obligations; (vii) the Collateral becomes, in the judgment of Secured Party, impaired, unsatisfactory or insufficient in character or value; (viii) the filing of any levy,
attachment, execution, garnishment or other process against the Debtor, or any of the Collateral or any maker, endorser, guarantor, surety, or other party liable in any capacity
for any of the Obligations, or (ix) the Secured Party in good faith believes that the prospect of repayment or performance of the Obligations or any of the covenants,
agreements or other duties under any writing executed in connection herewith is impaired.
K.
REMEDIES. Upon the occurrence of an Event of Default, or if Secured Party deems payment or performance of the Obligations to be insecure, Secured
Party, at its option, shall be entitled to exercise any one or more of the following remedies (all of which are cumulative):
1.
Declare Obligations Due. Secured Party, at its option, may declare the Obligations or any part thereof immediately due and payable, without
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor, or any other notice whatsoever, all of which
are hereby waived by Debtor, the Borrower and any maker, endorser, guarantor, surety or other party liable in any capacity for any of the Obligations.
2.
Remedies. Secured Party shall have all of the rights and remedies provided for in this Agreement and any other agreements executed by Debtor,
the rights and remedies in the Uniform Commercial Code of Minnesota, and any and all rights and remedies at law or in equity, all of which shall be deemed cumulative.
Without limiting the foregoing, Debtor agrees that Secured Party shall have the right to: (a) require Debtor to assemble the Collateral and make it available to Secured Party at
a place designated by Secured Party that is reasonably convenient to both parties, which Debtor agrees to do; (b) take possession of the Collateral with or without process of
law, and, in this connection, enter any premises where the Collateral is located to remove same, to render it unusable, or to dispose of same on such premises; (c) sell, lease or
otherwise dispose of the Collateral, by public or private proceedings, for cash or credit, without assumption of credit risks; and/or (d) whether before or after default, collect
and receipt for, compound, compromise, and settle, and give releases, discharges and acquittances, with respect to, any and all amounts owed by any person or entity with
respect to the Collateral. Unless the Collateral is perishable or threatens to decline speedily in value or is of the type customarily sold on a recognized market, Secured Party
will send Debtor reasonable notice of the time and place of any public sale or of the time after which any private sale or other disposition will be made. Any requirement of
reasonable notice to Debtor shall be met if such notice is mailed, postage prepaid, to Debtor at the address of Debtor designated at the beginning of this Agreement, at least
five (5) days before the day of any public sale or at least five (5) days before the time after which any private sale or other disposition will be made.
3.
Expenses. Debtor shall be liable for and agrees to pay the reasonable expenses incurred by Secured Party in enforcing its rights and remedies, in
retaking, holding, testing, repairing, and proving, selling, leasing or disposing of the Collateral, or like expenses, including, without limitation, attorneys fees and legal
expenses incurred by Secured Party. These expenses, together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under
applicable laws, which Debtor agrees to pay, shall constitute additional Obligations, and shall be secured and entitled to the benefits of this Agreement.

4.
Proceeds; Surplus; Deficiencies. Proceeds received by Secured Party from disposition of the Collateral shall be applied toward Secured Party’s
expenses and other Obligations and in such order or manner as Secured Party may elect. Debtor shall be entitled to any surplus if one results after lawful application of the
proceeds.
5.
Remedies Cumulative. The rights and remedies of Secured Party are cumulative and the exercise of any one or more of the rights of remedies
shall not be deemed an election of rights or remedies or a waiver of any other right or remedy. Secured Party may remedy any default and may waive any default without
waiving the default remedy or without waiving any other prior or subsequent default.
L.
RELINQUISHMENT OF CERTAIN DEFENSES. Regarding the enforcement of the security interests and covenants and agreements contained in this
Agreement to secure payment of the Obligations, the Debtor covenants and agrees as follows:
1.
Secured Party’s right of recovery against the Collateral for the Obligations shall be determined as if Debtor were a primary obligor for the payment
of the Obligations regardless of whether or not Debtor is in fact primarily liable for all or any part of the Obligations. Debtor specifically agrees that it shall not be necessary
or required, in order to enforce the remedies under this Agreement, that the Secured Party have made demand for payment upon the Borrower or any other person or entity
liable for any portion of the Obligations or have made protest thereof or have given notice to the Borrower or any other party liable thereon of maturity or nonpayment of the
Obligations.
2.
The Debtor specifically waives any notice of acceptance of this Agreement by the Secured Party and of the creation, advancement, existence,
extension, renewal, modification, consolidation, the rearrangement from time to time of the Obligations, the increase from time to time in the principal amount thereof, the
increase or reduction from time to time of the rate of interest thereon, or any indulgence from time to time with respect to the Obligations, or any part thereof, and of
nonpayment thereof or default thereon, and waives grace, demand, protest, presentment and notice of demand, protest, and presentment with respect to the Obligations, and
waives notice of the amount of the Obligations outstanding at any time, and agrees that the maturity of the Obligations, or any part thereof, may be accelerated, extended,
modified, amended or renewed from time to time or any other indulgence may be granted with respect thereto by the Secured Party at its will or as may be agreed by the
Borrower without notice to or further consent by the Debtor, at any time or times.
3.
The Debtor agrees that: (i) no renewal, extension, modification, consolidation, or rearrangement of or any other indulgence, forbearance or
compromise with respect to the Obligations, or any part thereof; (ii) no increase in the principal amount of any of the Obligations; (iii) no increase or reduction of the rate of
interest thereon; (iv) no release, withdrawal, substitution, surrender, subordination, exchange, deterioration, waste or other impairment of any security or collateral or guaranty
now or hereafter held by the Secured Party for payment of the Obligations, or of any part thereof; (v) no release of the Borrower, any guarantor, or of any other person
primarily or secondarily liable on the Obligations, or any part thereof; and (vi) no delay or omission or lack of diligence or care in exercising any right or power with respect to
the Obligations or any security or collateral therefor or under this Agreement shall in any manner impair, diminish or affect the rights of the Secured Party or the liability of
the Debtor hereunder. The Debtor specifically agrees that it shall not be necessary or required, and that the Debtor shall not be entitled to require, that the Secured Party
mitigate damages, or file suit or proceed to obtain or assert a claim for personal judgment against the Borrower for the Obligations, or make any effort at collection of the
Obligations from the Borrower, or foreclose against or seek to realize upon any security or collateral now or hereafter existing for the Obligations, or file suit or proceed to
obtain or assert a claim for personal judgment against any other party (whether maker, guarantor, endorser or surety) liable for the Obligations, or make any effort at
collections of the Obligations from any such other party, or exercise or assert any other right or remedy to which the Secured Party is or may be entitled in connection with the
Obligations or any security or collateral or other Agreement therefor, or assert or file any claim against the assets or estate of the Borrower or any guarantor or other person
liable for the Obligations, or any part thereof, before or as a condition of enforcing the liability of the Debtor under this Agreement or requiring payment of the Obligations by
the Debtor hereunder, or at any time thereafter. The Debtor expressly waives any right to the benefit of or to require or control application of any security or collateral or the
proceeds of any security or collateral now existing or hereafter obtained by the Secured Party as security for the Obligations, or any part thereof, and agrees that the Secured
Party shall have no duty insofar as the Debtor is concerned to apply upon any of the Obligations any monies, payments or other property at any time received by or paid to or
in the possession of the Secured Party, except as the Secured Party shall determine in its sole discretion. The Debtor specifically agrees that Debtor shall not have any recourse

or action against the Secured Party by reason of any action the Secured Party may take or omit to take in connection with the Obligations, the collection of any sums or
amounts herein mentioned, or in connection with any security or collateral or any Guaranty at any time existing therefor.
4.
The Debtor agrees to the terms, provisions and conditions of the Note and other instruments evidencing the Obligations and of any renewal,
modification, consolidation or rearrangement thereof or other agreements which may have been or

may hereafter be executed by the Borrower from time to time evidencing or in connection with the Obligations or any part thereof, and agrees that the Debtor’s liability
hereunder shall in no manner be affected, reduced, impaired or released by reason of any term, provision or condition of such Note or other agreement or by the failure, refusal
or omission of the Secured Party to enforce or observe any of same or any forbearance or compromise made by the Secured Party or any action taken or omitted to be taken by
the Secured Party pursuant thereto or in connection therewith. The Debtor, by the execution and delivery of this Agreement agrees, represents, warrants and acknowledges
that Debtor shall be bound by the provisions of any Agreement and Security Agreement and any Environmental Certificate and Agreement of even date herewith, from the
Borrower to the Secured Party and which purport to be applicable to Debtor to the same extent and with the same effect as if Debtor had executed and delivered such
document to the Secured Party. In that connection, the Debtor agrees that the provisions of this Paragraph shall survive any exercise of the power of sale granted in any
instrument securing the Obligations, any foreclosure of the liens created by any of the instruments securing the Obligations, any conveyance in lieu of any such foreclosure,
the repayment of the Obligations, and the discharge and release of all liens, rights and interests securing payment of the Obligations.
5.
The Debtor absolutely and unconditionally covenants and a agrees that: (i) in the event that the Borrower does not or is unable to pay or perform
the Obligations for any reason including, without limitation, liquidation, dissolution, receivership, insolvency, bankruptcy, assignment for the benefit of creditors,
reorganization, arrangement, composition or readjustment or other similar proceedings affecting the status, composition, identity, existence, assets or Obligations of the
Borrower, or the disaffirmance or termination of any of the Obligations in or as a result of any such proceedings; and/or (ii) if all or any part of the Obligations (or any
instrument or agreement made or executed in connection therewith) is for any reason found to be invalid, illegal, unenforceable, uncollectible or legally impossible, for any
reason whatsoever (including, without limiting the generality of the foregoing, upon the grounds that the payment and/or performance of the Obligations is ultra vires or
otherwise without authority, may violate applicable usury laws, is subject to valid defenses, claims or offsets of the Borrower, or any instrument evidencing any of the
Obligations is forged or otherwise irregular), then in any such case the Debtor shall pay and perform the Obligations as herein provided and that no such occurrence shall in
any way diminish or otherwise affect the Debtor’s liabilities hereunder.
6.
Should the status, composition, structure or name of the Borrower change, including, but not limited to, by reason of a merger, dissolution,
consolidation or reorganization, this Agreement shall continue and also cover the Obligations and Obligations of the Borrower under the new status, composition structure or
name according to the terms hereof. If the Borrower is a general or limited partnership, no termination of said partnership, nor withdrawal therefrom or termination of any
ownership interest therein owned, by any general or limited partner of such partnership shall alter, limit, terminate, excuse or modify the Debtor’s liabilities set forth in this
Agreement.
7.
In the event any payment from the Borrower to the Secured Party is held to constitute a preference under the bankruptcy laws, or if for any other
reason the Secured Party is required to refund such payment or pay the amount thereof to any other party, such payment by the Borrower to the Secured Party shall not
constitute a release of the Debtor from any liability hereunder, and this Agreement shall continue to be effective or shall be reinstated, as the case may be, to the extent of any
such payment or payments.
8.
At all times while any or all of the Obligations are now or hereafter secured in whole or in part, the Debtor agrees that the Secured Party may, from
time to time, at its discretion, and with or without valuable consideration, allow substitution, withdrawal, release, surrender, exchange, subordination, deterioration, waste,
loss or other impairment of all or any part of such security or collateral, without notice to or consent by the Debtor, and without in anywise impairing, diminishing or releasing
the liability of the Debtor hereunder.
9.
The Debtor waives marshalling of assets and liabilities, sale in inverse order of alienation, and all defenses given to sureties or Debtors at law or in
equity other than actual payment of the Obligations and performance of the actions constituting the Obligations, including, but not limited to, any rights pursuant to the laws
of Minnesota. The failure by the Secured Party to file or enforce a claim against the estate (either in administration, bankruptcy or other proceeding) of the Borrower or any
other person primarily or secondarily liable for the Obligations or of any other or others shall not affect the liability of Debtor hereunder.
M.

OTHER AGREEMENTS.

1.
Savings Clause. Notwithstanding any provision to the contrary herein, or in any of the documents evidencing the Obligations or otherwise
relating thereto, no such provision shall require the payment or permit the collection of interest in excess of the maximum permitted by applicable usury laws. If any such
excessive interest is so provided for, then in such event (i) the provisions of this paragraph shall govern and control, (ii) neither the Debtor nor Debtor’s heirs, legal
representatives, successors or assigns or any other party liable for the payment thereof shall be obligated to pay the amount of such interest to the extent that it is in excess of
the maximum amount permitted by law, (iii) any such excess interest that may have been collected shall be, at the option of the holder of the instrument evidencing the
Obligations, either applied as a credit against the then unpaid principal

amount thereof or refunded to the maker thereof, and (iv) the effective rate of interest shall be automatically reduced to the maximum lawful rate under applicable usury laws
as now or hereafter construed by the courts having jurisdiction.
2.

Joint and Several Responsibility. If this Security Agreement is executed by more than one Debtor, the obligations of all such Debtors shall be

joint and several.
3.
Waivers. Debtor and any maker, endorser, guarantor, surety or other party liable in any capacity respecting the Obligations hereby waived
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor and any other notice whatsoever.
4.
Severability. Any provision hereof found to be invalid by courts having jurisdiction shall be invalid only with respect to such provision (only to
the extent necessary to avoid such invalidity). The offending provision shall be modified to the minimum extent possible to confer upon Secured Party the benefits intended
thereby. Such provision as modified and the remaining provisions hereof shall be construed and enforced to the same extent as if such offending provision (or portion thereof)
had not been contained herein, to the maximum extent possible.
5.
Use of Copies. Any carbon, photographic or other reproduction of any financing statement signed by Debtor is sufficient as a financing statement
for all purposes, including without limitation, filing in any state as may be permitted by the provisions of the Uniform Commercial Code of such state. All rights and remedies
of Secured Party in all such agreements are cumulative, but in the event of actual conflict in terms and conditions, the terms and conditions of the latest security agreement
shall govern and control.
6.
Authorization to File Financing Statements. The Debtor hereby irrevocably authorizes the Secured Party at any time and from time to time to
file in any filing office in any Uniform Commercial Code jurisdiction any initial financing statements and amendments thereto that (a) indicate the Collateral (i) as all assets of
the Debtor or words of similar effect, regardless of whether any particular asset comprised in the Collateral falls within the scope of Article 9 of the Uniform Commercial
Code of the State or such jurisdiction, or (ii) as being of an equal or lesser scope or with greater detail, and (b) provide any other information required by part 5 of Article 9 of

the Uniform Commercial Code of the State or such other jurisdiction, for the sufficiency or filing office acceptance of any financing statement or amendment, including
(i) whether the Debtor is an organization, the type of organization and any organizational identification number issued to the Debtor and, (ii) in the case of a financing
statement filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of real property to which the Collateral relates.
The Debtor agrees to furnish any such information to the Secured Party promptly upon the Secured Party’s request. The Debtor also ratifies its authorization for the Secured
Party to have filed in any Uniform Commercial Code jurisdiction any like initial financing statements or amendments thereto if filed prior to the date hereof.
7.
Notices. Any notice or demand given by Secured Party to Debtor in connection with this Agreement, the Collateral or the Obligations shall be
deemed given and effective upon deposit in the United States mail, postage pre-paid, addressed to Debtor at the address of the Debtor designated at the beginning of this
Agreement. Actual notice to Debtor shall always be effective no matter how given or received.
8.
Headings and Gender. Paragraph headings in this Agreement are for convenience only and shall be given no meaning or significance in
interpreting this Agreement. All words used herein shall be construed to be or such gender of number as the circumstances require.
9.
Amendments. Neither this Agreement nor any of its provisions may be changed, amended, modified, waived or discharged orally, but only by an
instrument in writing signed by the party against whom enforcement of the change, amendment, modification, waiver or discharge is sought.
10.
Binding Effect. The provisions of this Security Agreement shall be binding upon the heirs, executors, administrators, personal representatives,
successors and assigns of Debtor, and the rights, powers and remedies of Secured Party hereunder shall inure to the benefit of the successors and assigns of Secured Party.
11.

Governing Law. This Security Agreement shall be governed by the law of Minnesota and applicable federal law.

15.
Statute of Frauds. THIS COMMERCIAL SECURITY AGREEMENT, THE LOAN AGREEMENT AND ALL DOCUMENTS AND
INSTRUMENTS REFERENCED HEREIN OR IN THE LOAN AGREEMENT, OR EXECUTED IN CONNECTION WITH OR ATTACHED TO THE LOAN
AGREEMENT, REPRESENT THE FINAL AGREEMENT BETWEEN DEBTOR AND SECURED PARTY, AND MAY NOT BE CONTRADICTED BY EVIDENCE OF
PRIOR,

CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY.
13.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)
When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in
accordance with federal law.
b)
Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice,
foreclosing liens, and other purposes. By using these procedures, SBA does not waive any federal immunity from local or state control,
penalty, tax or liability. No Borrower or Guarantor may claim or assert against SBA any local or state law to deny any obligation of
Borrower, or defeat any claim of SBA with respect to this Loan.
Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.
IN WITNESS WHEREOF, the undersigned has executed this Agreement effective as of the date first written above.
DEBTOR
Appliance Recycling Centers of America, Inc.
By:
/s/ Edward R. Cameron
Edward Cameron, President

EXHIBIT A
See attached list of equipment

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
Appliance Recycling Centers of America, Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A

Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is Appliance Recycling Centers of America, Inc. (“Corporation”). The
Corporation is a corporation for profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of
Minnesota. The Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings,
governmental licenses and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a
foreign corporation in all states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full
power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at
7400 Excelsior Boulevard, Minneapolis, MN 53426. Unless the Corporation has designated otherwise in writing, the principal office is the office at which the Corporation
keeps its books and records. The Corporation will notify Lender prior to any change in the location of the Corporation’s state of organization or any change in the
Corporation’s name. The Corporation shall do all things necessary to

preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any
governmental or quasi-governmental authority or court applicable to the Corporation and the Corporation’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting
of the Corporation’s shareholders, duly called and held on
, at which a quorum was present and voting, or by other duly authorized action in lieu of a
meeting, the resolutions set forth in this Resolution were adopted.
OFFICER. The following named person(s) is an/are officer(s) of Appliance Recycling Centers of America, Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Edward Cameron

President

Y

/s/ Edward R. Cameron

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging
to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he or she may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do
and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the officer may in his or her

discretion deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.

ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization;
(G) conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and
received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.

IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.
I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS
INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Edward R. Cameron
Edward Cameron, President
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
Safe Disposal Systems, Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.

4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is Safe Disposal Systems, Inc. (“Corporation”). The Corporation is a
corporation for profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the Commonwealth of
Pennsylvania. The Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings,
governmental licenses and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a
foreign corporation in all states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full
power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at
4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137. Unless the Corporation has designated otherwise in writing, the principal office is the office at which the
Corporation keeps its books and records. The Corporation will notify Lender prior to any change in the location of the Corporation’s state of organization or any change in the
Corporation’s name. The Corporation shall do all things necessary to

preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any
governmental or quasi-governmental authority or court applicable to the Corporation and the Corporation’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting
of the Corporation’s shareholders, duly called and held on
, at which a quorum was present and voting, or by other duly authorized action in lieu of a
meeting, the resolutions set forth in this Resolution were adopted.
OFFICER. The following named person(s) is an/are officer(s) of Safe Disposal Systems, Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

President/Secretary

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging

to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he or she may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do
and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the officer may in his or her
discretion deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.

ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization;
(G) conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and
received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.

IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.
I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS
INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Brian Conners
Brian Conners, Secretary
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

AFFIDAVIT
RE: $1,400,000.00 LIFE INSURANCE
I, Brian Conners, have life insurance in the amount of $1,400,000.00, as evidenced by Policy No. Guardian Life Insurance Company Policy No. 6417978. Within
sixty (60) days from today’s date, I shall provide to Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (“Lender”) if not already provided,
the actual original life insurance policy(ies) and/or recorded collateral assignment(s). I recognize that my failure to provide the original life insurance policy(ies) and
recorded collateral assignment(s) will constitute a default under the loan documents unless I take all reasonable steps to obtain comparable coverage.
I further certify, as an additional inducement for Susquehanna Bank to make the loan, that the policy referenced herein is in full force and effect, is current on its

premium payments, has not been assigned to any other creditor(s) and that there are no other liens of any type whatsoever against the policy except the pari passu liens of
Susquehanna Bank.
I understand that Susquehanna Bank is relying on the representations set forth in this Affidavit in the making of the loan and that any false statements contained
herein or any failure to comply with the undertakings set forth above shall entitle the Lender to pursue any and all remedies to which it is entitled under the loan documents or
applicable law, including, but not limited to acceleration of the indebtedness.
/s/ Brian Conners
Brian Conners
Sworn to and subscribed before me this 10th day of March, 2011.
/s/ Denise Cascio
Notary Public

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
S.D.S. Service Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is S.D.S. Service Inc. (“Corporation”). The Corporation is a corporation for
profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the Commonwealth of Pennsylvania. The
Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings, governmental licenses
and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a foreign corporation in all
states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full power and authority to own its
properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at 4301 N. Delaware Avenue,
Bldg. A, Philadelphia, PA 19137. Unless the Corporation has designated

otherwise in writing, the principal office is the office at which the Corporation keeps its books and records. The Corporation will notify Lender prior to any change in the
location of the Corporation’s state of organization or any change in the Corporation’s name. The Corporation shall do all things necessary to preserve and to keep in full force
and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental
authority or court applicable to the Corporation and the Corporation’s business activities.

RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting
of the Corporation’s shareholders, duly called and held on
, at which a quorum was present and voting, or by other duly authorized action in lieu of a
meeting, the resolutions set forth in this Resolution were adopted.
OFFICER. The following named person(s) is an/are officer(s) of S.D.S. Service Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

President/Secretary

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging
to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he

or she may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do
and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the officer may in his or her
discretion deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization;
(G) conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.

CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and
received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.
I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS
INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Brian Conners
Brian Conners, Secretary
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
ARCA Advanced Processing, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is ARCA Advanced Processing, LLC (“Company”). The Company is a limited liability
company which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of Minnesota. The Company is
duly authorized to transact business in all other states in which the Company is doing business, having obtained all necessary filings, governmental licenses and approvals for
each state in which the Company is doing business. Specifically, the Company is, and at all times shall be, duly qualified as a foreign limited liability company in all states in
which the failure to so qualify would have a material adverse effect on its business or financial condition. The Company has the full power and authority to own its properties
and to transact the business in which

it is presently engaged or presently proposes to engage. The Company maintains an office at 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137. Unless the
Company has designated otherwise in writing, the principal office is the office at which the Company keeps its books and records. The Company will notify Lender prior to
any change in the location of the Company’s state of organization or any change in the Company’s name. The Company shall do all things necessary to preserve and to keep in
full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasigovernmental authority or court applicable to the Company and the Company’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
other duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by

MEMBERS. The following named persons are members of ARCA Advanced Processing, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

Chief Manager

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances. Notwithstanding the foregoing, any one of the above
authorized persons may execute, deliver, or record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account with
Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.

Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as
the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,

and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender
and receipt acknowledged by Lender in writing at Lender’s address shown above (or such addresses as Lender may

designate from time to time). Any such notice shall not affect any of the Company’s agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN
UNDER SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT
ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ Brian Conners
Brian Conners, Chief Manager
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
4301 Operations, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is 4301 Operations, LLC (“Company”). The Company is a limited liability company
which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of Delaware. The Company is duly
authorized to transact business in all other states in which the Company is doing business, having obtained all necessary filings, governmental licenses and approvals for each
state in which the Company is doing business. Specifically, the Company is, and at all times shall be, duly qualified as a foreign limited liability company in all states in
which the failure to so qualify would have a material adverse effect on its business or financial condition. The Company has the full power and authority to own its properties
and to transact the business in which it is

presently engaged or presently proposes to engage. The Company maintains an office at 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137. Unless the Company
has designated otherwise in writing, the principal office is the office at which the Company keeps its books and records. The Company will notify Lender prior to any change
in the location of the Company’s state of organization or any change in the Company’s name. The Company shall do all things necessary to preserve and to keep in full force
and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental
authority or court applicable to the Company and the Company’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
other duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by

MEMBERS. The following named persons are members of 4301 Operations, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

Director

Y

/s/ Brian Conners

James Ford

Director

Y

/s/ James Ford

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances. Notwithstanding the foregoing, any one of the above
authorized persons may execute, deliver, or record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account

with Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,

hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as
the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,
and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full

force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender and receipt acknowledged by Lender in writing at Lender’s
address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Company’s agreements or commitments in
effect at the time notice is given.
IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN
UNDER SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT
ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ Brian Conners
Brian Conners, Director
/s/ James Ford
James Ford, Director
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
Scarabee Holdings, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street

Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is Scarabee Holdings, LLC (“Company”). The Company is a limited liability company
which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of New York. The Company is duly
authorized to transact business in all other states in which the Company is doing business, having obtained all

necessary filings, governmental licenses and approvals for each state in which the Company is doing business. Specifically, the Company is, and at all times shall be, duly
qualified as a foreign limited liability company in all states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The
Company has the full power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage. The Company
maintains an office at 51 Willard Avenue, Pocantino Hills, NY 10591. Unless the Company has designated otherwise in writing, the principal office is the office at which the
Company keeps its books and records. The Company will notify Lender prior to any change in the location of the Company’s state of organization or any change in the
Company’s name. The Company shall do all things necessary to preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all
regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental authority or court applicable to the Company and the Company’s
business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
other duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by

MEMBERS. The following named persons are members of Scarabee Holdings, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

James Ford

Manager

Y

/s/ James Ford

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in

connection with or pertaining to the giving of the liens and encumbrances. Notwithstanding the foregoing, any one of the above authorized persons may execute, deliver, or
record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account with
Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice

ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap

Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, Pledged, transferred, endorsed,
hypothecated or encumbered.
CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as
the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,
and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender
and receipt acknowledged by Lender in writing at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not
affect any of the Company’s agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN
UNDER SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT
ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ James Ford
James Ford, Manager
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

ASSIGNMENT OF LEASE
(Tenant’s Interest)
THIS ASSIGNMENT OF LEASE (“Assignment”) is made on 03/10/11 by ARCA Advanced Processing, LLC (“Assignor”) whose address is 4301 N. Delaware
Avenue, Bldg. A, Philadelphia, PA 19137 to Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (“Assignee”) whose address is 159 E. High
Street, Pottstown, PA 19464.
1.

Definitions.

“Lease”: Lease agreement, including all modifications, extensions and renewals, dated June 18, 2010 by and between Assignor as tenant and Delaware Ave, LLC
(“Landlord”) of the Property.
“Loan Agreement”: The Small Business Administration Authorization dated December 23, 2010 between The United States Small Business Administration and
Assignee and the Loan Agreement dated of even date herewith between Assignor and Assignee.
“Loan Documents”: The Note, the Loan Agreement and any loan documents relating to or securing the Note.
“Note”: The promissory note dated of even date herewith in the original principal amount of $1,400,000.00 delivered to Assignee by Assignor.
“Property”: The leasehold interest in the real estate commonly known as 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137 .
“Indebtedness”: All amounts outstanding at any time under the Note and Loan Documents.
All other capitalized terms used herein, unless otherwise specified, shall have the same meaning ascribed to them in the Loan Agreement.
2.
Assignment. Assignor, for good and valuable consideration, the receipt of which is hereby acknowledged, does hereby assign, convey, and deliver unto
Assignee all of Assignor’s right, title and interest in the Lease. To have and to hold the same unto Assignee, its successors and assigns, until termination of this Assignment as
hereinafter provided.
3.
Collateral Assignment. The parties intend that this Assignment shall be a collateral assignment of the Lease. Assignee shall not exercise its rights under
this Assignment until the occurrence of an Event of Default (as defined in Paragraph 10). Such assignment and grant shall continue in effect until the Indebtedness is paid in
full.
4.
Consideration. This Assignment is made for and in consideration of the loan made by Assignee to Assignor as set forth in the Loan Documents and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged.
5.
Indemnity. Assignor agrees to pay and protect, and indemnify and hold Assignee harmless from and against any and all claims, demands, liabilities,
losses, lawsuits, judgments and costs and expenses (including, without limitation, reasonable attorneys’ fees) to which Assignee may become exposed, or which Assignee may

incur, in connection with the Lease or in exercising its rights under this Assignment.
6.
Performance of Lease Covenants. Upon the occurrence of a default by Assignor under the Lease, Assignee may, at its option, perform any Lease covenant
for and on behalf of Assignor, and all monies expended in so doing shall be chargeable to Assignor and added to the outstanding principal balance of the Loan and shall be
immediately due and payable.

7.

Representations and Warranties. Assignor represents and warrants:
(a) The Lease is in full force and effect and has not been modified;

(b) There are no defaults, defenses or setoffs of either landlord or Assignor under the Lease nor, to the best of Assignor’s knowledge, is there any fact
which, with the giving of notice or lapse of time or both, would constitute a default under the Lease;
(c) The sole ownership of the entire tenant’s interest in the Lease is vested in Assignor and the Lease has not been otherwise assigned or pledged; and
(d) All rents due to date have been paid.
8.

Covenants and Agreements. Assignor hereby covenants and agrees as follows:

(a) Assignor shall comply with and perform in a complete and timely manner all of its obligations as tenant under the Lease. Assignor shall give notice to
Assignee of any default by Assignor under the Lease in such time to afford Assignee an opportunity to cure any such default prior to the landlord having any right to terminate
the Lease. Assignor shall also provide Assignee with notice of the commencement of an action of ejectment or any summary proceedings for dispossession of the Assignor
under the Lease;
(b) Assignor shall furnish promptly to Assignee a certified copy of the Lease. Assignee shall have the right to notify landlord at any time and from time to
time of any provision of the Loan Documents;
(c) Assignor shall not permit the Lease to be modified, terminated, extended or renewed without the prior written consent of Assignee, which consent shall
not be unreasonably withheld or delayed;
(d) Assignor shall not without the prior written consent of Assignee: (i) perform any act or execute any other instrument which might interfere with the
exercise of Assignee’s rights hereunder; or (ii) execute any assignment, pledge or other encumbrance of the Lease; and
(e) Assignee may assign its right, title and interest in the Lease and any subsequent assignee shall have all of the rights and powers provided to Assignee by
this Assignment.
9.
No Obligation. This Assignment shall not be deemed to impose upon Assignee any of the obligations or duties of the Assignor provided in any Lease.
Assignor hereby acknowledges and agrees: (i) Assignor is and will remain liable under the Lease to the same extent as though this Assignment had not been made; and (ii)
Assignee has not by this Assignment assumed any of the obligations of Assignor under the Lease, except as to such obligations which arise after such time as Assignee shall
have exercised its rights under this Assignment and assumed Assignee’s obligations under the Lease. This Assignment shall not make Assignee responsible for the care or
repair of the Property or any personal property or for the carrying out of any of the terms of the Lease. Assignee shall not be liable in any way for any injury or damage to
person or property sustained by any person or persons, firm, or corporation in or about the Property.
10.

Events of Default. The occurrence of any one or more of the following events shall constitute an “Event of Default” under this Assignment:
(a) failure of Assignor to pay when due any of the Indebtedness, including any payment due under the Note; or
(b) failure of Assignor to strictly comply with Sections 8(a) and (c) of this Assignment; or

(c) breach of any covenant (other than those covenants set forth in subsections (a) and (b) above), representation or warranty set forth in this
Assignment which is not cured within ten (10) days

after notice; provided, however, if such breach cannot by its nature be cured within ten (10) days, and Assignor immediately initiates steps which Lender deems in Lender’s
sole discretion to be sufficient to cure the default and thereafter continues and completes all reasonable and necessary steps sufficient to produce compliance as soon as
reasonably practical; or
(d) the occurrence of an Event of Default under any other Loan Documents.
11.
Remedies. Upon the occurrence of an Event of Default, then, without notice to, or the consent of, Assignor, Assignee shall be entitled to exercise all of
the rights and remedies contained in this Assignment or in any other Loan Document or otherwise available at law or in equity. The rights and remedies of Assignee under
this Assignment are cumulative and are not in lieu of, but are in addition to, any other rights or remedies which Assignee may have under the Loan Documents, at law or
otherwise.
12.
Power of Attorney. Upon the occurrence of an Event of Default, Assignee shall have the right (and Assignor hereby irrevocably constitutes and appoints
Assignee as its attorney-in-fact, which power is coupled with an interest, to do so) to demand, receive and enforce Assignor’s rights with respect to the Lease, and to do any
and all acts in the name of Assignor or in the name of Assignee with the same force and effect as Assignor could do if this Assignment had not been made.
13.
Defense. Assignor shall at all times diligently enforce its rights in, under and to the Lease, unless otherwise directed by Assignee in writing, and shall, at
Assignor’s sole cost and expense, appear in and defend Assignee in any action or proceeding in any way connected with the Lease or this Assignment, and shall pay all
reasonable costs and expenses, including, without limitation, attorneys’ fees, which Assignee may incur in connection with Assignee’s appearance, voluntarily or otherwise, in
any such action or proceeding.
14.
No Waiver. The exercise of any rights under this Assignment by Assignee shall not cure or waive any Event of Default hereunder or under any of the
other Loan Documents. Failure of Assignee to avail itself of any of the terms of this Assignment for any period of time or for any reason shall not constitute a waiver of the
Assignment.
15.
Notices. Any notice or other communication required or permitted to be given shall be in writing addressed to the respective party as first set forth above
and shall be effective (i) when actually delivered, (ii) when deposited with a nationally recognized overnight courier or (iii) when deposited in the United States Mail, first

class, certified or registered, postage prepaid. Any party may change its address for notices under this Assignment by giving written notice to the other party as set forth
above.
16.
Applicable Law. This Assignment shall be governed by and shall be construed and enforced in accordance with the internal laws of the Commonwealth of
Pennsylvania without regard to conflicts of law principles. This Assignment shall be binding upon the parties hereto and their respective heirs, successors and assigns, and
may not be modified, amended or altered except by writing signed by each of the parties hereto.
[signature page to follow]

IN WITNESS WHEREOF, Assignor has executed this Assignment or has caused the same to be executed by its duly authorized representatives as of the date first
set forth above.
ASSIGNOR:
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

ENVIRONMENTAL INDEMNITY AGREEMENT
This Agreement is made on 03/10/11, by and between Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (“Lender”) and ARCA
Advanced Processing, LLC (“Borrower”) and Appliance Recycling Centers of America, Inc., Safe Disposal Systems, Inc., 4301 Operations, LLC, S.D.S. Service Inc.,
Scarabee Holdings, LLC, Brian Conners and James Ford (“Guarantor”) (hereinafter individually and/or collectively the “Indemnitor”).
RECITALS
A.
Borrower desires to obtain a loan from Lender in the principal sum of $1,400,000.00 (the “Loan”) as evidenced by that certain Promissory Note dated 03/10/11, a
Loan Agreement, and other supporting collateral documents (the “Loan Documents”).
B.
Indemnitor is or will be the owner and/or operator of certain real property commonly known as 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137 and 8
Oak Hollow Drive, Voorhees, New Jersey 08043 (the “Subject Property”). Indemnitor agrees that the Subject Property does not contain any contamination caused by any
Hazardous Substance(s) (as defined within this Agreement) above action levels defined in any Environmental Laws.
C.

In order to induce Lender to make the Loan to Borrower, the Subject Property is offered as security for the Loan.

D.
In order for Lender to accept the Subject Property as security for the Loan, Lender requires that Indemnitor provide assurances the Subject Property is, and will
remain, clear of hazardous levels of toxic contaminants, including but not limited to asbestos, PCB’s, chlorinated hydrocarbons, petroleum products, pesticides and heavy
metals (“Hazardous Substances”) as defined by the Comprehensive Environmental Response Compensation and Liability Act (“CERCLA”) or any federal, state or local
environmental laws, rules or regulations (collectively referred to as “Environmental Laws”).
Therefore, in consideration of the mutual covenants and promises contained herein and in the Loan Documents, the Indemnitor hereby agrees to the following:
1.
Borrower agrees, prior to disbursement of the Loan, to submit to Lender if required, a copy of a recent report prepared by a qualified, impartial consultant,
satisfactory to Lender, verifying that the Subject Property offered as collateral has been tested and found clear of Hazardous Substances above action levels defined in any
Environmental Laws.
2.
Indemnitor represents that the Subject Property does not contain and will not be used to generate, manufacture, refine, transport, treat, store, handle or dispose of
Hazardous Substances or other toxic materials unless said actions are conducted pursuant to and in compliance with Environmental Laws and/or the conditions of a permit
issued by the appropriate federal or state governmental authorities. At the time Borrower submitted its application for the Loan, Borrower was and shall continue to be in
compliance with all Environmental Laws.
3.

Indemnitor warrants that after due and diligent inquiry, to the best of Indemnitor’s knowledge, the following statements are true and correct:

a. There has not been any summons, citation, directive, letter or other communication, written or oral, from any agency or department of any municipal, county,
state or the U.S. Government (collectively “Governmental Agency”) concerning any intentional or unintentional action or omission on the part of Borrower or any previous
owner or operator of the Subject Property, which has resulted in the releasing, spilling, leaking, pumping, pouring, emitting, emptying or dumping (“Discharge”) of any
Hazardous Substances into the air, land or waters above acceptable levels as established by any Governmental Agency.
b. As a result of the past or present use of the Subject Property, there is no unremedied damage known to have occurred to the air, lands, waters, fish, shellfish,
wildlife, biota or any other resource owned, managed, held in trust, or otherwise controlled by the state in which Subject Property is located.
4.
Indemnitor agrees not to cause or permit to exist, as a result of an intentional or unintentional act or omission on its part, a Discharge of any Hazardous Substances
into the air, waters, or lands within, under or outside the Subject Property, where damage may result to the air, lands, water, fish, shellfish, wildlife, biota and other resources
unless

Discharge is pursuant to and in compliance with the conditions of a permit issued by the appropriate Governmental Agency.
5.
Borrower agrees to submit to Lender, should Lender in its discretion deem such is required, not more than once a year, an updated report prepared by a qualified
impartial consultant, satisfactory to Lender, verifying that the Subject Property remains clear of hazardous levels of contaminants. If Borrower fails to provide such a report
within thirty (30) days of request by Lender, Lender has the right, but is not required, to order such a report at Borrower’s expense.
6.
In the event that said report indicates that the Subject Property is not clear of hazardous levels of toxic contaminants, Lender will provide written notice to
Indemnitor requiring correction of the condition within 30 days, or such reasonable additional time period as Lender may determine in its sole discretion.

7.
In the event that Indemnitor fails to correct the condition to the satisfaction of Lender within the period of time stated in the notice, Lender may, with the
concurrence of the U.S. Small Business Administration, declare a default of the loan under the terms and conditions contained in the Loan Documents.
8.
At all times Indemnitor agrees to immediately notify Lender should Indemnitor become aware of (i) any toxic contaminants or other environmental problem or
liability with respect to the Subject Property, or (ii) any lien, action or notice from any Governmental Agency concerning Hazardous Substances on the Subject Property.
Indemnitor shall, at its own cost and expense, take all actions as shall be necessary or advisable for the clean-up of the Subject Property, including all remedial actions in
accordance with all applicable Environmental Laws (and in all events in a manner satisfactory to Lender). Indemnitor shall further pay or cause to be paid, at no expense to
Lender, all clean-up, administrative, and enforcement costs which may be asserted against the Subject Property or the owner or operator thereof by any Governmental
Agency.
9.
Borrower acknowledges that Lender is relying on this Agreement in making the Loan, and Borrower, Indemnitor and its principals as individuals agree to indemnify
and hold harmless Lender, its agents, and assigns from and against any damages, cost, liability or expense, including attorney and other professional fees, directly or indirectly
attributable to the presence of Hazardous Substances, on or under the Subject Property or adjoining real property and based upon claims assertable by any Governmental
Agency or other third parties against Lender or its assigns.
10.
This indemnification will specifically survive, and is entirely independent of the Borrower’s contractual obligation to repay the primary obligation held by Lender as
amended, extended or renewed by Lender and release of Lender liens on Indemnitor’s real or personal property by payment, foreclosure or other action including Lender’s
discretionary abandonment of lien.
11.
Those liabilities, losses, claims, damages and expenses for which Lender is indemnified shall be reimbursable to Lender as Lender’s obligations to make payments
with respect thereto are incurred, notwithstanding any litigation, claim or other proceeding. Indemnitor shall pay such liability, losses, claims, damages and expenses to
Lender as incurred within thirty (30) days after notice from Lender itemizing the amounts incurred to the date of such notice. In addition to any remedy available for failure to
periodically pay such amounts, such amounts shall thereafter bear interest at the maximum rate permitted by law.
12.
Indemnitor waives any execution of this Environmental Indemnity Agreement by Lender. The failure of Lender to enforce any right or remedy hereunder, or to
promptly enforce any such right or remedy, shall not constitute a waiver thereof nor give rise to any estoppel against Lender, nor excuse Indemnitor from its obligations
hereunder. Any waiver of such right or remedy must be in writing and signed by Lender. Any waiver of any provision herein by Lender shall not be deemed a continuing
waiver thereof. Any waiver of any part or provision herein shall not be deemed a waiver of any other part or provision herein whereas said other parts and provisions of the
within Agreement shall remain in full force and effect. This Agreement is subject to enforcement at law and/or equity, including actions for damages and/or specific
performance.
[signature page to follow]

LENDER:
Susquehanna Bank
BY:

INDEMNITOR:
ARCA Advanced Processing, LLC

/s/ Lisa Viscusi

By:
,

/s/ Brian Conners
Brian Conners, Chief Manager

Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

/s/ Brian Conners
Brian Conners, individually
/s/ James Ford
James Ford, individually

CLOSING CERTIFICATION
POST CLOSING COMPLIANCE AND DOCUMENT CORRECTION AGREEMENT
AND
LIMITED POWER OF ATTORNEY
In consideration of the loan made by Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (the “Lender”) to ARCA Advanced Processing, LLC
(the “Borrower”) in the amount of $1,400,000.00 (the “Loan”) and to induce the Lender to make the Loan, the undersigned do(es) hereby represent, certify, covenant, and
agree as follows:
1.
If any properties pledged as collateral are designated by the Federal Government as falling within the boundaries of a special flood hazard area and Federal Flood
Insurance becomes available, the undersigned will purchase and maintain such insurance in the amounts and coverage equal to the lesser of (a) the insurable value of the
property, or (b) the maximum limit of coverage available at subsidized rates during the life of the Loan. Borrower(s) and/or Guarantor(s) will not be eligible for any future
flood disaster assistance if this flood insurance is not maintained.
2.
No life insurance in addition to the amount specified in the Loan documents is to be purchased by the Borrower(s) and/or Guarantor(s) for this Loan and no current
policy collaterally assigned or to be collaterally assigned to Lender will be converted until the Loan is fully paid without prior written approval of the Lender. In addition, the
undersigned agree(s) to provide any and all insurance forms and financial statements requested by Lender, including, without limitation: (a) business financial statements for
Borrower, along with annual tax returns; (b) annual personal financial statements and tax returns for Guarantor(s); (c) annual property tax receipts; and (d) hazard insurance
policy/ies covering collateral pledged to Susquehanna Bank.
3.
As of this date, there have been no unremedied adverse changes in the Borrower(s) or Guarantor(s) financial condition, organization, operations or fixed assets and
there are no outstanding tax liabilities owed as of this date, including, but not limited to the following: Federal, State & Local income and other taxes, since the loan
application was submitted to Lender.
4.
F.I.C.A. and Withheld Income Tax of the Borrower are currently being deposited on a regular basis. All other payroll taxes are paid or deposited quarterly. The
undersigned hereby certifies that Borrower is current on all Federal and State taxes, including, but not limited to, income taxes, payroll taxes, real estate taxes, and sales taxes,
and that all future taxes will be paid when due.
5.
All insurance, licenses, permits and/or other approvals necessary to lawfully operate the Borrower’s/s’ business have been obtained or have been applied for and
will be obtained. To the extent that it may later be determined that any additional insurance, licenses, permits and/or other approvals may be required, the undersigned will
immediately secure them and forward copies to Lender once they have been obtained.
6.
(a)
In consideration of Lender disbursing funds for the closing of the Loan secured by the Property being encumbered, and regardless of the reason for any
loss, misplacement, or inaccuracy in any loan documentation, the undersigned agree(s) as follows: If any document is lost, misplaced, misstated or inaccurately reflects the
true and correct terms and conditions of the Loan, upon request of the Lender, the undersigned will comply with Lender’s request to execute, acknowledge, initial and deliver
to Lender any documentation Lender deems necessary to replace

or correct the lost, misplaced, misstated or inaccurate documents. All documents Lender requests of Borrower(s) and/or Guarantor(s) shall be referred to as “Replacement
Documents.” The undersigned agree(s) to deliver the Replacement Documents within ten (10) days after receipt by the undersigned of a written request for such replacement.
The undersigned also agree(s) that upon request the undersigned will supply additional amounts and/or pay to Lender any additional sum previously disclosed to
Borrower(s) and/or Guarantor(s) for any cost or fee associated with the Loan, which for whatever reason it was not collected at closing (“Additional Fees”).
(b)
Any request under this Agreement may be made by the Lender (including assignees and persons acting on behalf of the Lender) and shall beprima facie
evidence of the necessity for same. A written statement addressed to the undersigned, or any of them at the address indicated in the Loan documentation shall be considered
conclusive evidence of the necessity for Replacement Documents.
(c)
Failure or refusal by the undersigned to comply with the terms of the correction request shall constitute a default under the note and/or mortgage/deed of
trust, and shall give Lender the option of declaring all sums secured by the Loan documents immediately due and payable.
(d)
If Failure or refusal by the undersigned to execute, acknowledge, initial and deliver the Replacement Documents or provide the Replacement Documents or
Additional Fees to Lender more than ten (10) days after being requested to do so by Lender and understanding that Lender is relying on these representations,
Borrower(s) agrees to be liable for any and all loss or damage which Lender reasonably sustains thereby, including, but not limited to all reasonable attorney’s fees and costs
incurred by Lender.
7.
LIMITED POWER OF ATTORNEY. Notwithstanding the foregoing paragraph, the undersigned, for and in consideration of the approval, closing and funding of
the Loan, hereby grant(s) to Lender a LIMITED POWER OF ATTORNEY to correct and/or re-execute or initial documents containing typographical or clerical errors
discovered in any or all of the closing documentation required to be executed by the undersigned at settlement or during the Loan approval process, including, but not limited
to:
(a)

Errors with the Borrower(s)’ or Guarantor(s)’ name(s) including, but not limited to wrong or misspelled names;

(b)

Errors with the property address including, but not limited to, wrong or misspelled street, city or town names, incorrect house or street numbers or zip codes;

(c)

Errors in the legal description for the property;

(d)

Errors with the applicable county name, including wrong or misspelled county names; and

(e)

Errors related to the date of documents, including wrong or incomplete dates.

In the event the Limited Power of Attorney granted pursuant to this section is exercised, Lender will notify the undersigned and will provide a copy of the
document(s) executed, initialed and/or corrected on their behalf. The Power of Attorney granted herein is limited to the rights set forth herein and may not be used to increase
the interest rate of the Loan, alter the term of the Loan, increase the outstanding principal balance of the Loan or increase the monthly principal

and interest payment under the Loan. The undersigned acknowledge(s) that the grant of the Limited Power of Attorney set forth herein is in exchange for good and
valuable consideration and is intended to be coupled with an interest, and the undersigned do(es) hereby make and declare this Limited Power of Attorney to be
irrevocable by the undersigned, or otherwise, renouncing all right to revoke this power or to appoint any other person to perform any of the acts enumerated
herein.

8.

The undersigned have read all of the Loan documents relating to the Loan and understand(s) the meaning and content of said Loan documents.

9.
The undersigned understand that the Loan documents constitute the entire agreement between Borrower(s) and Lender and that no agent or representative of Lender
has made any statement, agreement or representation, either oral or written, in connection with the Loan that would modify, add to or change the terms and conditions set forth
in the various documents executed in conjunction with this transaction. It is the intention of both the Lender and the undersigned that the following Disclaimer be
incorporated by reference into each of the Loan Documents so executed for this transaction.
“THIS WRITTEN LOAN AGREEMENT
REPRESENTS THE FINAL AGREEMENT
BETWEEN THE PARTIES
AND SHALL NOT BE CONTRADICTED BY
EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR
SUBSEQUENT ORAL AGREEMENTS
OF THE PARTIES.
THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN THE PARTIES.”
10.
The undersigned understand and acknowledge that the representations made herein are material to Lender’s decision to close and fund the Loan and that Lender is
relying upon these representations in connection with the making of the Loan. The undersigned further acknowledge and understand that the obligations enumerated herein
shall survive closing and that any failure to comply with the obligations as set forth herein shall constitute a default under the Loan documents, entitling Lender to pursue any
and all remedies set forth in the Loan documents, including, but in no way limited to acceleration of the indebtedness.
11.
Any documents required to be delivered to Lender shall be delivered to the offices of Susquehanna Bank, 159 E. High Street, Pottstown, Pennsylvania 19464, Attn:
Loan Servicing.
12.
This agreement will survive the closing of the Loan, and inure to the benefit of Lender’s successors and assigns and binding upon the heirs, successors and assigns of
Borrower(s).
[Signatures on following page]

IN WITNESS WHEREOF, the undersigned have caused this Agreement to be executed to be executed as of the date set forth herein.
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

/s/ Brian Conners
Brian Conners, individually
/s/ James Ford
James Ford, individually
Date: 03/10/11

U.S. Small Business Administration
NOTE
SBA Loan #

44714950-03

SBA Loan Name

ARCA Advanced Processing, LLC

Date

03/10/11

Loan Amount

$1,250,000.00

Interest Rate

Prime Rate plus 2.75%

Borrower

ARCA Advanced Processing, LLC

Operating Company

N/A

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

1.

PROMISE TO PAY:
In return for the Loan, Borrower promises to pay to the order of Lender the amount of One Million Two Hundred Fifty Thousand Dollars, interest on the unpaid
principal balance, and all other amounts required by this Note.

2.

DEFINITIONS:
“Collateral” means any property taken as security for payment of this Note or any guarantee of this Note.
“Guarantor” means each person or entity that signs a guarantee of payment of this Note.
“Loan” means the loan evidenced by this Note.
“Loan Documents” means the documents related to this loan signed by Borrower, any Guarantor, or anyone who pledges collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

3.

PAYMENT TERMS:
Borrower must make all payments at the place Lender designates. The payment terms for this Note are:
The interest rate on this Note will fluctuate. The initial interest rate is 6.00% per year. This initial rate is the Prime Rate in effect on the first business day of the
month in which SBA received the loan application, plus 2.75%. The initial interest rate must remain in effect until the first change period begins.
Borrower must pay a total of 3 payments of interest only on the disbursed principal balance beginning one month from the month this Note is dated and every month
thereafter; payments must be made on the first calendar day in the months they are due.
Borrower must pay principal and interest payments of $14,137.67 every month, beginning four months from the month this Note is dated; payments must be made on
the first calendar day in the months they are due.
Lender will apply each installment payment first to pay interest accrued to the day Lender receives the payment, then to bring principal current, then to pay any late
fees, and will apply any remaining balance to reduce principal.
The interest rate will be adjusted every calendar quarter (the “change period”).
The “Prime Rate” is the prime rate in effect on the first business day of the month (as published in the Wall Street Journal) in which SBA received the application, or
any interest rate change occurs. Base Rates will be rounded to two decimal places with .004 being rounded down and .005 being rounded up.
The adjusted interest rate will be 2.75% above the Prime Rate. Lender will adjust the interest rate on the first calendar day of each change period. The change in
interest rate is effective on that day whether or not Lender gives Borrower notice of the change.
Lender must adjust the payment amount at least annually as needed to amortize principal over the remaining term of the note.
If SBA purchases the guaranteed portion of the unpaid principal balance, the interest rate becomes fixed at the rate in effect at the time of the earliest uncured payment
default. If there is no uncured payment default, the rate becomes fixed at the rate in effect at the time of purchase.
Loan Prepayment:
Notwithstanding any provision in this Note to the contrary:
Borrower may Prepay this Note. Borrower may prepay 20% or less of the unpaid principal balance at any time without notice. If Borrower prepays more than 20%
and the Loan has been sold on the secondary market, Borrower must:
a.
Give Lender written notice;
b.
Pay all accrued interest; and
c.
If the prepayment is received less than 21 days from the date Lender receives the notice, pay an amount equal to 21 days’ interest from the date lender
receives the notice, less any interest accrued during the 21 days and paid under subparagraph b., above.
If Borrower does not prepay within 30 days from the date Lender receives the notice, Borrower must give Lender a new notice.
All remaining principal and accrued interest is due and payable 10 years from date of Note.
Late Charge: If a payment on this Note is more than 10 days late, Lender may charge Borrower a late fee of up to 5.00% of the unpaid portion of the regularly
scheduled payment.

4.

DEFAULT:
Borrower is in default under this Note if Borrower does not make a payment when due under this Note, or if Borrower or Operating Company:
A.
Fails to do anything required by this Note and other Loan Documents;
B.
Defaults on any other loan with Lender;
C.
Does not preserve, or account to Lender’s satisfaction for, any of the Collateral or its proceeds;
D.
Does not disclose, or anyone acting on their behalf does not disclose, any material fact to Lender or SBA;
E.
Makes, or anyone acting on their behalf makes, a materially false or misleading representation to Lender or SBA;
F.
Defaults on any loan or agreement with another creditor, if Lender believes the default may materially affect Borrower’s ability to pay this Note;
G.
Fails to pay any taxes when due;
H.
Becomes the subject of a proceeding under any bankruptcy or insolvency law;
I.
Has a receiver or liquidator appointed for any part of their business or property;
J.
Makes an assignment for the benefit of creditors;
K.
Has any adverse change in financial condition or business operation that Lender believes may materially affect Borrower’s ability to pay this Note;
L.
Reorganizes, merges, consolidates, or otherwise changes ownership or business structure without Lender’s prior written consent; or
M.
Becomes the subject of a civil or criminal action that Lender believes may materially affect Borrower’s ability to pay this Note.

5.

LENDER’S RIGHTS IF THERE IS A DEFAULT:
Without notice or demand and without giving up any of its rights, Lender may:
A.
Require immediate payment of all amounts owing under this Note;
B.
Collect all amounts owing from any Borrower or Guarantor;
C.
File suit and obtain judgment;
D.
Take possession of any Collateral; or
E.
Sell, lease, or otherwise dispose of, any Collateral at public or private sale, with or without advertisement.

6.

LENDER’S GENERAL POWERS:
Without notice and without Borrower’s consent, Lender may:
A.
Bid on or buy the Collateral at its sale or the sale of another lienholder, at any price it chooses;
B.
Incur expenses to collect amounts due under this Note, enforce the terms of this Note or any other Loan Document, and preserve or dispose of the Collateral.
Among other things, the expenses may include payments for property taxes, prior liens, insurance, appraisals, environmental remediation costs, and
reasonable attorney’s fees and costs. If Lender incurs such expenses, it may demand immediate repayment from Borrower or add the expenses to the principal
balance;
C.
Release anyone obligated to pay this Note;
D.
Compromise, release, renew, extend or substitute any of the Collateral; and
E.
Take any action necessary to protect the Collateral or collect amounts owing on this Note.

7.

WHEN FEDERAL LAW APPLIES:
When SBA is the holder, this Note will be interpreted and enforced under federal law, including SBA regulations. Lender or SBA may use state or local procedures for
filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any federal immunity from
state or local control, penalty, tax, or liability. As to this Note, Borrower may not claim or assert against SBA any local or state law to deny any obligation, defeat any
claim of SBA, or preempt federal law.

8.

SUCCESSORS AND ASSIGNS:
Under this Note, Borrower and Operating Company include the successors of each, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
All individuals and entities signing this Note are jointly and severally liable.
B.
Borrower waives all suretyship defenses.
C.
Borrower must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire, perfect, or maintain Lender’s
liens on Collateral.
D.
Lender may exercise any of its rights separately or together, as many times and in any order it chooses. Lender may delay or forgo enforcing any of its rights
without giving up any of them.
E.
Borrower may not use an oral statement of Lender or SBA to contradict or alter the written terms of this Note.
F.
If any part of this Note is unenforceable, all other parts remain in effect.
G.
To the extent allowed by law, Borrower waives all demands and notices in connection with this Note, including presentment, demand, protest, and notice of
dishonor. Borrower also waives any defenses based upon any claim that Lender did not obtain any guarantee; did not obtain, perfect, or maintain a lien upon
Collateral; impaired Collateral; or did not obtain the fair market value of Collateral at a sale.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

BORROWER’S NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated under this Note as Borrower.
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE
SBA Loan #

44714950-03

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Appliance Recycling Centers of America, Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,250,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Two Hundred Fifty Thousand Dollars from Borrower to Lender. It includes
any assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE
SBA Loan #

44714950-03

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Safe Disposal Systems, Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,250,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Two Hundred Fifty Thousand Dollars from Borrower to Lender. It includes
any assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:

A.
B.
C.
D.
E.
F.
G.
H.
I.
J.

10.

ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Guarantor:

Safe Disposal Systems, Inc.

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $1,250,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.
Safe Disposal Systems, Inc.
By:

/s/ Brian Conners

Brian Conners, President/Secretary
Signed, acknowledged and delivered in the presence of:
/s/ Denise Cascio
Witness

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE
SBA Loan #

44714950-03

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

4301 Operations, LLC

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,250,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Two Hundred Fifty Thousand Dollars from Borrower to Lender. It includes
any assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;

C.

5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
4301 Operations, LLC

By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

Guarantor:

4301 Operations, LLC

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $1,250,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.
4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

Signed, acknowledged and delivered in the presence of:
/s/ Denise Cascio
Witness

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE
SBA Loan #

44714950-03

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

S.D.S. Service Inc.

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,250,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Two Hundred Fifty Thousand Dollars from Borrower to Lender. It includes
any assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.

“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has no
right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to

raise a defense to this Guarantee.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

I.
J.

10.

STATE-SPECIFIC PROVISIONS:

CONFESSION OF JUDGMENT. THE UNDERSIGNED HEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY-AT-LAW TO
APPEAR IN ANY COURT OF RECORD AND TO CONFESS JUDGMENT AGAINST THE UNDERSIGNED FOR THE UNPAID AMOUNT OF THE NOTE AS
EVIDENCED BY AN AFFIDAVIT SIGNED BY AN OFFICER OF LENDER SETTING FORTH THE AMOUNT THEN DUE, TOGETHER WITH ALL
INDEBTEDNESS PROVIDED FOR THEREIN (WITH OR WITHOUT ACCELERATION OF MATURITY), PLUS ATTORNEYS’ FEES OF TEN PERCENT
(10%) OF THE TOTAL INDEBTEDNESS OR FIVE THOUSAND DOLLARS ($5,000.00), WHICHEVER IS THE LARGER AMOUNT FOR THE
COLLECTION, WHICH BORROWER AND LENDER AGREE IS REASONABLE, PLUS COSTS OF SUIT, AND TO RELEASE ALL ERRORS, AND WAIVE
ALL RIGHTS OF APPEAL. THE UNDERSIGNED EXPRESSLY RELEASES ALL ERRORS, WAIVES ALL STAY OF EXECUTION, RIGHTS OF
INQUISITION AND EXTENSION UPON ANY LEVY UPON REAL ESTATE AND ALL EXEMPTION OF PROPERTY FROM LEVY AND SALE UPON ANY
EXECUTION HEREON; AND THE UNDERSIGNED EXPRESSLY AGREES TO CONDEMNATION AND EXPRESSLY RELINQUISHES ALL RIGHTS TO
BENEFITS OR EXEMPTIONS UNDER ANY AND ALL EXEMPTION LAWS NOW IN FORCE OR WHICH MAY HEREAFTER BE ENACTED. NO SINGLE
EXERCISE OF THE FOREGOING WARRANT AND POWER TO CONFESS JUDGMENT WILL BE DEEMED TO EXHAUST THE POWER, WHETHER
OR NOT ANY SUCH EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE OR VOID; BUT THE POWER WILL CONTINUE
UNDIMINISHED AND MAY BE EXERCISED FROM TIME TO TIME AS LENDER MAY ELECT UNTIL ALL AMOUNTS OWING ON THIS NOTE HAVE
BEEN PAID IN FULL. THE UNDERSIGNED HEREBY WAIVES AND RELEASES ANY AND ALL CLAIMS OR CAUSES OF ACTION WHICH THE
UNDERSIGNED MIGHT HAVE AGAINST ANY ATTORNEY ACTING UNDER THE TERMS OF AUTHORITY WHICH THE UNDERSIGNED HAS
GRANTED HEREIN ARISING OUT OF OR CONNECTED WITH THE CONFESSION OF JUDGMENT HEREUNDER.

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
S.D.S. Service Inc.
By: /s/ Brian Conners
Brian Conners, President/Secretary

Guarantor:

S.D.S. Service Inc.

Lender:

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date:

03/10/11
DISCLOSURE FOR CONFESSION OF JUDGMENT
I have executed a guarantee (the “Guarantee”) in the original amount of $1,250,000.00 obligating me to repay that amount.

Initials:

/s/ BC

I understand that the Guarantee contains wording that would permit Susquehanna Bank to enter judgment against me in Court, without advance notice to meand
without offering me an opportunity to defend against the entry of judgment, and that the judgment may be collected immediately by any legal means.
Initials:

/s/ BC

In executing the Guarantee, I am knowingly, understandingly and voluntarily waiving my rights to resist the entry of judgment against me at the courthouse,
including any right to advance notice of the entry of, or execution upon, said judgment, and I am consenting to the confession of judgment.
Initials:

/s/ BC

I certify that my annual income exceeds $10,000; that the blanks in this disclosure were filled in when I initialed and signed it; and that I received a copy at the time
of signing.
S.D.S. Service Inc.
By: /s/ Brian Conners
Brian Conners, President/Secretary
Signed, acknowledged and delivered in the presence of:
/s/ Denise Cascio
Witness

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714950-03

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Scarabee Holdings, LLC

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,250,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Two Hundred Fifty Thousand Dollars from Borrower to Lender. It includes
any assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)

Lender impaired the Collateral;

6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
Scarabee Holdings, LLC
By: /s/ James Ford
James Ford, Manager

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714950-03

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

Brian Conners

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount
1.

GUARANTEE:

$1,250,000.00

Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.
2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Two Hundred Fifty Thousand Dollars from Borrower to Lender. It includes
any assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;
E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.

5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.

B.
C.
D.
E.
F.
G.
H.
I.
J.

10.

SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
/s/ Brian Conners
Brian Conners, individually

U.S. Small Business Administration
UNCONDITIONAL GUARANTEE

SBA Loan #

44714950-03

SBA Loan Name

ARCA Advanced Processing, LLC

Guarantor

James Ford

Borrower

ARCA Advanced Processing, LLC

Lender

Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation

Date
Note Amount

$1,250,000.00

1.

GUARANTEE:
Guarantor unconditionally guarantees payment to Lender of all amounts owing under the Note. This Guarantee remains in effect until the Note is paid in full.
Guarantor must pay all amounts due under the Note when Lender makes written demand upon Guarantor. Lender is not required to seek payment from any other
source before demanding payment from Guarantor.

2.

NOTE:
The “Note” is the promissory note dated 03/10/11 in the principal amount of One Million Two Hundred Fifty Thousand Dollars from Borrower to Lender. It includes
any assumption, renewal, substitution, or replacement of the Note, and multiple notes under a line of credit.

3.

DEFINITIONS:
“Collateral” means any property taken as security for payment of the Note or any guarantee of the Note.
“Loan” means the loan evidenced by the Note.
“Loan Documents” means the documents related to the Loan signed by Borrower, Guarantor or any other guarantor, or anyone who pledges Collateral.
“SBA” means the Small Business Administration, an Agency of the United States of America.

4.

LENDER’S GENERAL POWERS:
Lender may take any of the following actions at any time, without notice, without Guarantor’s consent, and without making demand upon Guarantor:
A.
Modify the terms of the Note or any other Loan Document except to increase the amounts due under the Note;
B.
Refrain from taking any action on the Note, the Collateral, or any guarantee;
C.
Release any Borrower or any guarantor of the Note;
D.
Compromise or settle with the Borrower or any guarantor of the Note;

E.
Substitute or release any of the Collateral, whether or not Lender receives anything in return;
F.
Foreclose upon or otherwise obtain, and dispose of, any Collateral at public or private sale, with or without advertisement;
G.
Bid or buy at any sale of Collateral by Lender or any other lienholder, at any price Lender chooses; and
H.
Exercise any rights it has, including those in the Note and other Loan Documents.
These actions will not release or reduce the obligations of Guarantor or create any rights or claims against Lender.
5.

FEDERAL LAW:
When SBA is the holder, the Note and this Guarantee will be construed and enforced under federal law, including SBA regulations. Lender or SBA may use state or
local procedures for filing papers, recording documents, giving notice, foreclosing liens, and other purposes. By using such procedures, SBA does not waive any
federal immunity from state or local control, penalty, tax, or liability. As to this Guarantee, Guarantor may not claim or assert any local or state law against SBA to
deny any obligation, defeat any claim of SBA, or preempt federal law.

6.

RIGHTS, NOTICES, AND DEFENSES THAT GUARANTOR WAIVES:
To the extent permitted by law,
A.
Guarantor waives all rights to:
1)
Require presentment, protest, or demand upon Borrower;
2)
Redeem any Collateral before or after Lender disposes of it;
3)
Have any disposition of Collateral advertised; and
4)
Require a valuation of Collateral before or after Lender disposes of it.
B.
Guarantor waives any notice of:
1)
Any default under the Note;
2)
Presentment, dishonor, protest, or demand;
3)
Execution of the Note;
4)
Any action or inaction on the Note or Collateral, such as disbursements, payment, nonpayment, acceleration, intent to accelerate, assignment,
collection activity, and incurring enforcement expenses;
5)
Any change in the financial condition or business operations of Borrower or any guarantor;
6)
Any changes in the terms of the Note or other Loan Documents, except increases in the amounts due under the Note; and
7)
The time or place of any sale or other disposition of Collateral.
C.
Guarantor waives defenses based upon any claim that:
1)
Lender failed to obtain any guarantee;
2)
Lender failed to obtain, perfect, or maintain a security interest in any property offered or taken as Collateral;
3)
Lender or others improperly valued or inspected the Collateral;
4)
The Collateral changed in value, or was neglected, lost, destroyed, or underinsured;

5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Lender impaired the Collateral;
Lender did not dispose of any of the Collateral;
Lender did not conduct a commercially reasonable sale;
Lender did not obtain the fair market value of the Collateral;
Lender did not make or perfect a claim upon the death or disability of Borrower or any guarantor of the Note;
The financial condition of Borrower or any guarantor was overstated or has adversely changed;
Lender made errors or omissions in Loan Documents or administration of the Loan;
Lender did not seek payment from the Borrower, any other guarantors, or any Collateral before demanding payment from Guarantor;
Lender impaired Guarantor’s suretyship rights;
Lender modified the Note terms, other than to increase amounts due under the Note. If Lender modifies the Note to increase the amounts due under
the Note without Guarantor’s consent, Guarantor will not be liable for the increased amounts and related interest and expenses, but remains liable for
all other amounts;
Borrower has avoided liability on the Note; or
Lender has taken an action allowed under the Note, this Guarantee, or other Loan Documents.

7.

DUTIES AS TO COLLATERAL:
Guarantor will preserve the Collateral pledged by Guarantor to secure this Guarantee. Lender has no duty to preserve or dispose of any Collateral.

8.

SUCCESSORS AND ASSIGNS:
Under this Guarantee, Guarantor includes heirs and successors, and Lender includes its successors and assigns.

9.

GENERAL PROVISIONS:
A.
ENFORCEMENT EXPENSES. Guarantor promises to pay all expenses Lender incurs to enforce this Guarantee, including, but not limited to, attorney’s fees
and costs.
B.
SBA NOT A CO-GUARANTOR. Guarantor’s liability will continue even if SBA pays Lender. SBA is not a co-guarantor with Guarantor. Guarantor has
no right of contribution from SBA.
C.
SUBROGATION RIGHTS. Guarantor has no subrogation rights as to the Note or the Collateral until the Note is paid in full.
D.
JOINT AND SEVERAL LIABILITY. All individuals and entities signing as Guarantor are jointly and severally liable.
E.
DOCUMENT SIGNING. Guarantor must sign all documents necessary at any time to comply with the Loan Documents and to enable Lender to acquire,
perfect, or maintain Lender’s liens on Collateral.
F.
FINANCIAL STATEMENTS. Guarantor must give Lender financial statements as Lender requires.
G.
LENDER’S RIGHTS CUMULATIVE, NOT WAIVED. Lender may exercise any of its rights separately or together, as many times as it chooses. Lender
may delay or forgo enforcing any of its rights without losing or impairing any of them.
H.
ORAL STATEMENTS NOT BINDING. Guarantor may not use an oral statement to contradict or alter the written terms of the Note or this Guarantee, or to
raise a defense to this Guarantee.
I.
SEVERABILITY. If any part of this Guarantee is found to be unenforceable, all other parts will remain in effect.
J.
CONSIDERATION. The consideration for this Guarantee is the Loan or any accommodation by Lender as to the Loan.

10.

STATE-SPECIFIC PROVISIONS:
NONE

11.

GUARANTOR ACKNOWLEDGMENT OF TERMS:
Guarantor acknowledges that Guarantor has read and understands the significance of all terms of the Note and this Guarantee, including all waivers.

12.

GUARANTOR NAME(S) AND SIGNATURE(S):
By signing below, each individual or entity becomes obligated as Guarantor under this Guarantee.
/s/ James Ford
James Ford, individually

SECURITY AGREEMENT - COMMERCIAL
This Security Agreement - Commercial (“Security Agreement”) is executed, made and delivered this 10th day of March, 2011 by ARCA Advanced Processing,
LLC, Safe Disposal Systems, Inc., 4301 Operations, LLC, S.D.S. Service Inc. and Scarabee Holdings, LLC (herein the “Debtor”), whose address is 4301 N. Delaware
Avenue, Bldg. A, Philadelphia, PA 19137, for the benefit of Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (the “Secured Party”),
whose address is 159 E. High Street, Pottstown, PA 19464.
FOR VALUE RECEIVED, the receipt, adequacy and sufficiency of which are hereby acknowledged, Debtor grants to Secured Party the security interest (and the
pledges and assignments as applicable) hereinafter set forth and agrees with Secured Party as follows:
A.
OBLIGATIONS SECURED. The security interest and pledges and assignments as applicable granted hereby are to secure punctual payment and
performance of the following (i) a certain promissory note from ARCA Advanced Processing, LLC, the (“Borrower”) of even date herewith in the original principal sum of
One Million Two Hundred Fifty Thousand Dollars and No Cents ($1,250,000.00) and payable to the order of Secured Party (the “Note”), and any and all extensions,
renewals, modifications and rearrangements thereof; and (ii) any and all other indebtedness, liabilities and obligations whatsoever of Debtor to Secured Party whether direct or
indirect, absolutely or contingent, primary or secondary, due or to become due and whether now existing or hereafter arising and howsoever evidenced or acquired, whether
joint or several, or joint and several (all of which are herein separately and collectively referred to as the “Obligations”). Debtor acknowledges that the security interest
hereby granted shall secure all future advances as well as any and all other indebtedness, liabilities and obligations of Debtor to Secured Party whether now in existence or
hereafter arising.
B.
USE OF COLLATERAL. Debtor represents, warrants and covenants that the Collateral will be used by the Debtor primarily for business, commercial, or
other similar purposes.
C.
DESCRIPTION OF COLLATERAL. Debtor hereby grants to Secured Party a security interest in (and hereby pledges and assigns as applicable) and
agrees that Secured Party shall continue to have a security interest in (and a pledge and assignment of, as applicable), the following property:
All Accounts. A security interest in all accounts now owned or existing as well as any and all that may hereafter arise or be acquired by Debtor, and all the proceeds
and products thereof, including without limitation, all notes, drafts, acceptances, instruments and chattel paper arising therefrom, and all returned or repossessed goods
arising from or relating to any which accounts, or other proceeds of any sale or other disposition of inventory.
All Inventory. A security interest in all of Debtor’s inventory, including all goods, merchandise, raw materials, goods in process, finished goods and other tangible
personal property, wheresoever located, now owned or hereafter acquired and held for sale or lease or furnished or to be furnished under contracts for service or used
or consumed in Debtor’s business, and all additions and accessions thereto, and all leases and contracts with respect thereto, and all documents of title evidencing. or
representing any part thereof, and all products and proceeds thereof, whether in the possession of the Debtor, warehouseman, bailee, or any other person.
All Equipment, Furniture, Fixtures and other Tangible Property. A security interest in all equipment, furniture, fixtures and other tangible property of every
nature and description whatsoever, now owned or hereafter acquired by Debtor, including all appurtenances and additions thereto, and substitutions therefor and
replacement thereof, wheresoever located, including all tools, parts and accessories used in connection therewith and including but not limited to the collateral listed on
Exhibit A” attached hereto.
General Intangibles. A security interest in all general intangibles and other personal property now owned or hereafter acquired by Debtor other than goods, accounts,
chattel paper, documents or instruments.
Chattel Paper. A security interest in all of Debtor’s interest under chattel paper, lease agreements and

other instruments or documents, whether now existing or owned by Debtor or hereafter arising or acquired by Debtor, evidencing both a debt and security interest in or
lease of specific goods.
Instruments. A pledge and assignment of and security interest in all of Debtor’s Instruments now owned or existing as well as hereafter acquired or arising
instruments and documents.
The term “Collateral” as used in this Agreement shall mean and include, and the security interest (and pledge and assignment as applicable) shall cover, all of the
foregoing property, as well as any accessions, additions and attachments thereto, and the proceeds and products thereof, including without limitation, all cash, general
intangibles, accounts, inventory, equipment, fixtures, farm products, notes, drafts, acceptances, securities, instruments, chattel paper, insurance proceeds payable because of
loss or damage, or other property, benefits or rights arising therefrom, and in and to all returned or repossessed goods arising from or relating to any of the property described
herein or other proceeds of any sale or other disposition of such property.
As additional security for the punctual payment and performance of the Obligations, and as part of the Collateral, Debtor hereby grants to Secured Party a security
interest in, and a pledge and assignment of, any and all money, property, deposit accounts, accounts, securities, documents, chattel paper, claims, demands, instruments, items
or deposits of the Debtor, and each of them, or to which any of them is a party, now held or hereafter coming within Secured Party’s custody or control, including without
limitation, all certificates of deposit and other depository accounts, whether such have matured or the exercise of Secured Party’s rights results in loss of interest or principal or
other penalty on such deposits, but excluding deposits subject to tax penalties if assigned. Without prior notice to or demand upon the Debtor, Secured Party may exercise its
rights granted above at any time when a default has occurred or Secured Party deems itself insecure. Secured Party’s rights and remedies under this paragraph shall be in
addition to and cumulative of any other rights or remedies at law and equity, including, without limitation, any rights of set-off to which Secured Party may be entitled.
D.

REPRESENTATIONS. WARRANTIES AND COVENANTS OF DEBTOR. Debtor represents and warrants as follows:

1.
Ownership; No Encumbrances. Except for the security interest (and pledges and assignments as applicable) granted hereby, the Debtor is, and as
to any property acquired after the date hereof which is included within the Collateral, Debtor will be, the owner of all such Collateral free and clear from all charges, liens,
security interests, adverse claims and encumbrances of any and every nature whatsoever.
2.
No Financing Statements. There is no financing statement or similar filing now on file in any public office covering any part of the Collateral
except those already disclosed to Secured Party by the pre-closing searches, and Debtor will not execute and there will not be on file in any public office any financing
statement or similar filing except the pari passu financing statements filed or to be filed in favor of, or assigned or to be assigned on the date hereof to, Secured Party.
3.
Accuracy of Information. All information furnished to Secured Party concerning Debtor, the Collateral and the Obligations, or otherwise for the
purpose of obtaining or maintaining credit, is or will be at the time the same is furnished, accurate and complete in all material respects.
4.
Authority. Debtor has full right and authority to execute and perform this Agreement and to create the security interest (and pledges and
assignment as applicable) created by this Agreement. The making and performance by Debtor of this Agreement will not violate any articles of incorporation, bylaws or
similar document respecting Debtor, any provision of law, any order of court or governmental agency, or any indenture or other agreement to which Debtor is a party, or by
which Debtor or any of Debtor’s property is bound, or be in conflict with, result in a breach of or constitute (with due notice and/or lapse of time) a default under any such
indenture or other agreement, or result in the creation or imposition of any charge, lien, security interest, claim or encumbrance of any and every nature whatsoever upon the
Collateral, except as contemplated by this Agreement.
5.
Addresses. The address of Debtor designated at the beginning of this Agreement is Debtor’s place of business if Debtor has only one place of
business; Debtor’s chief executive office if Debtor has more than one place of business; or Debtor’s residence if Debtor has no place of business. Debtor agrees not to

change such address without advance written notice to Secured Party.
E.

GENERAL COVENANTS. Debtor covenants and agrees as follows:

1.
Operation of Collateral. Debtor agrees to maintain and use the Collateral solely in the conduct of its own business, in a careful and proper
manner, and in conformity with all applicable permits or licenses. Debtor shall comply in all respects with all applicable statutes, laws, ordinances and regulations. Debtor
shall not use the Collateral in any unlawful manner or for any unlawful purpose, or in any manner or for any purpose that would expose the Collateral to unusual risk, or to
penalty, forfeiture or capture, or that would render inoperative any insurance in connection with the Collateral.
2.
Condition. Debtor shall maintain, service and repair the Collateral so as to keep it in good operating condition. Debtor shall replace within a
reasonable time all parts that may be worn out, lost, destroyed or to otherwise rendered unfit for use, with appropriate replacement parts . Debtor shall obtain and maintain in
good standing at all times all applicable permits, licenses, registrations and certificates respecting the Collateral.
3.
Assessments. Debtor shall promptly pay when due all taxes, assessments, license fees, and governmental charges levied or assessed against
Debtor or with respect to the Collateral or any part thereof.
4.
No Encumbrances. Debtor agrees not to suffer or permit any charge, lien, security interest, adverse claim or encumbrance of any and every
nature whatsoever against the Collateral or any part thereof.
5.
No Removal. Except as otherwise provided in this Agreement, Debtor shall not remove the Collateral from the County or counties designated at
the beginning of this Agreement without Secured Party’s written consent.
6.
No Transfer. Except as otherwise provided in this Agreement with respect to inventory, Debtor shall not, without the prior written consent of
Secured Party, sell, assign, transfer, lease, charter, encumber, hypothecate or dispose of the Collateral, or any part thereof, or interest therein or offer to do any of the
foregoing.
7.
Notices and Reports. Debtor shall promptly notify Secured Party in writing of any change in the name, identity or structure of Debtor, any
charge, lien, security interest, claim or encumbrance asserted against the Collateral, any litigation against Debtor or the Collateral, any theft, loss, injury or similar incident
involving the Collateral, and any other material matter adversely affecting Debtor or the Collateral. Debtor shall furnish such other reports, information and data regarding
Debtor’s financial condition and operations, the Collateral and such other matters as Secured Party may request from time to time.
8.
Landlord’s Waivers. Debtor shall furnish to Secured Party, if requested, a landlord’s waiver of all liens with respect to any Collateral covered by
this Agreement that is or may be located upon leased premises, such landlord’s waivers to be in such form and upon such terms as are acceptable to Secured Party.
9.
Additional Filings. Debtor agrees to execute and deliver such financing statement or statements, or amendments thereof or supplements thereto,
or other documents as Secured Party may from time to time require in order to comply with the Minnesota Uniform Commercial Code (or other applicable state laws of the
jurisdiction where any of the Collateral is located) and to preserve and protect the Secured Party’s rights to the Collateral.
10.
Protection of Collateral. Secured Party, at its option, whether before or after default, but without any obligation whatsoever to do so, may
(a) discharge taxes, claims, charges, liens,

security interests, assessments or other encumbrances of any and every nature whatsoever at any time levied, placed upon or asserted against the Collateral, (b) place and pay
for insurance on the Collateral, including insurance that only protects Secured Party’s interest, (c) pay for the repair, improvement, testing, maintenance and preservation of
the Collateral, (d) pay any filing, recording, registration, licensing or certificate fees or other fees and charges related to the Collateral, or (e) take any other action to preserve
and protect the Collateral and Secured Party’s rights and remedies under this Agreement as Secured Party may deem necessary or appropriate. Debtor agrees that Secured
Party shall have no duty or obligation whatsoever to take any of the foregoing action. Debtor agrees to promptly reimburse Secured Party upon demand for any payment made
or any expense incurred by the Secured Party pursuant to this authorization. These payments and expenditures, together with interest thereon from date incurred until paid by
Debtor at the maximum contract rate allowed under applicable laws, which Debtor agrees to pay, shall constitute additional Obligations and shall be secured by and entitled to
the benefits of this Agreement.
11.
Inspection. Debtor shall at all reasonable times allow Secured Party by or through any of its officers, agents, attorneys or accountants, to
examine the Collateral, wherever located, and to examine and make copies of or extracts from Debtor’s books and records.
12.
Further Assurances. Debtor shall do, make, procure, execute and deliver all such additional and further acts, things, deeds, interests and
assurances as Secured Party may request from time to time to protect, assure and enforce Secured Party’s rights and remedies.

13.
Insurance. Debtor shall have and maintain insurance at all times with respect to all tangible Collateral insuring against risks of fire (including
so-called extended coverage), theft and such other risks as Secured Party may require, containing such terms, in such form and amounts and written by such companies as
may be satisfactory to Secured Party, all of such insurance to contain loss payable clauses in favor of Secured Party as its interest may appear. All policies of insurance shall
provide for fifteen (15) days written minimum cancellation notice to Secured Party and at the request of Secured Party shall be delivered to and held by it. Secured Party is
hereby authorized to act as attorney for Debtor in obtaining, adjusting, settling and canceling such insurance to the Obligations secured hereby whether or not such Obligations
are then due and payable. Debtor specifically authorizes Secured Party to disclose from the policies of insurance to prospective insurers regarding the Collateral.
14.
Additional Collateral. If Secured Party should at any time be of the opinion that the Collateral is impaired or insufficient, or has declined or
may decline in value, or should Secured Party deem payment of the Obligations to be insecure, then Secured Party may call for additional security satisfactory to Secured
Party, and Debtor promises to furnish such additional security forthwith. The call for additional security may be oral, by messenger or telefax, or United States mail addressed
to Debtor, and shall not affect any other subsequent right of Secured Party to exercise the same.
15.
Goods. Notwithstanding anything to the contrary contained in this agreement, if any Debtor is a “consumer” as defined Regulation AA of the
Board of Governors of the Federal Reserve System, 12 C.F.R. Part 227, or the Federal Trade Commission Credit Practices Rule, 16 C.F.R. Part 444, as applicable, no lien or
security interest created or evidenced by this agreement shall extend to or cover a non-possessory lien or security interest in “household goods,” other than a purchase money
lien or security interest, in accordance with such regulations as applicable.
F.

ADDITIONAL PROVISIONS REGARDING ACCOUNTS. The following provisions shall apply to all accounts included within the Collateral:

1.
Definitions. The term “account”, as used in this Agreement, shall have the same meaning as set forth in the Uniform Commercial Code of
Minnesota in effect as of the date of execution hereof, and as set forth in any amendment to the Uniform Commercial Code of Minnesota to become effective after the date of
execution hereof, and also shall include all present and future notes, instruments, documents, general intangibles, drafts, acceptances and chattel paper of Debtor, and the
proceeds thereof.
2.

Additional Warranties. As of the time any account becomes subject to the

security interest (or pledge or assignment as applicable) granted hereby, Debtor shall be deemed further to have warranted as to such and all of such accounts as follows:
(a) each account and all papers and documents relating thereto are genuine and in all respects what they purport to be; (b) each account is valid and subsisting and arises out of
a bona fide sale or lease of goods sold or leased and delivered to, or out of and for services therefore actually rendered by the Debtor to, the account debtor named in the
account; (c) the amount of the account represented as owing is the correct amount actually and unconditionally owning except for normal cash discounts and is not subject to
any set-offs, credits, defenses, deductions or countercharges; and (d) Debtor is the owner thereof free and clear of any charges, liens, security interests, adverse claims and
encumbrances of any and every nature whatsoever.
3.
Collection of Accounts. Secured Party shall have the right in its own name or in the name of the Debtor, whether before or after default, to
require Debtor forthwith to transmit all proceeds of collection of accounts directly to Secured Party, to demand, collect, receive, receipt for, sue for, compound and give
acquittal for, any and all amounts due or to become due on the accounts and to endorse the name of the Debtor on all Commercial paper given in payment or part payment
thereof, and in Secured Party’s discretion to file any claim or take any other action or proceeding that Secured Party, may deem necessary or appropriate to protect and
preserve and realize upon the accounts and related Collateral. Unless and until Secured Party elects to collect accounts, and the privilege of Debtor to collect accounts is
revoked by Secured Party in writing, Debtor shall continue to collect accounts, account for same to Secured Party, and shall not commingle the proceeds of collection of
accounts with any funds of the Debtor. In order to assure collection of accounts in which Secured Party has a security interest (or which have been pledged or assigned to
Secured Party as applicable) hereunder, Secured Party may notify the post office authorities to change the address for delivery of mail addressed to Debtor to such address as
Secured Party may designate, and to open and dispose of such mail and receive the collections of accounts included herewith. Secured Party shall have no duty or obligation
whatsoever to collect any account, or to take any other action to preserve or protect the Collateral; however, Debtor releases Secured Party from any claim or claims for loss or
damage arising from any act or omission of Secured Party and its officers, directors, employees or agents, should Secured Party elect to collect any account or take any
possession of any Collateral.
4.
Identification and Assignment of Accounts. Upon Secured Party’s request, whether before or after default, Debtor shall take such action and
execute and deliver such documents as Secured Party may request in order to identify, confirm, mark, segregate and assign accounts and to evidence Secured Party’s interest
in same. Without limitation of the foregoing Debtor, upon request, agrees to assign accounts to Secured Party, identify and mark accounts as being subject to the security
interest (or pledge or assignment as applicable) granted hereby, mark Debtors books and records to reflect such security interests, pledges and assignments, and forthwith to
transmit to Secured Party in the form received by Debtor any and all proceeds of collection of such accounts.
5.
Account Reports. Debtor will deliver to Secured Party, as Lender may require, a written report in form and in content satisfactory to Secured
Party, showing a listing and aging of accounts and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of
the assertion by any account debtor of any set-off, defense or claim regarding an account or any other matter adversely affecting any account.
6.
Segregation of Returned Goods. Returned or repossessed goods arising from or relating to any accounts included within the Collateral shall, if
requested by Secured Party, be held separate and apart from any other property. Debtor shall as often as requested by Secured Party, but not less often than weekly, even
though no special request has been made, report to Secured Party the appropriate identifying information with respect to any such returned or repossessed goods relating to
accounts included in assignments or identifications made pursuant hereto.
7.
Right of Off-Set. Any deposit or other sums at any time credited by or due from the holder of the Obligations to Debtor or any endorser,
guarantor or surety of any of the Obligations and any securities or other property of Debtor or any endorser, guarantor or surety of any of the Obligations in the possession of
the holder of the Obligations may at all times be held and treated as additional and

cumulative collateral security for the payment of the Obligations and Debtor grants Secured Party a security interest and contractual right of off-set in all such deposits, sums,
securities and other properties as additional and cumulative security for payment of the Obligations. The holder of the Obligations may apply to set-off such deposits or other
sums against the Obligations at any time in the case of Debtor, but only with respect to matured liabilities in case of the endorsers, guarantors, or sureties of any of the
Obligations.
G.

ADDITIONAL PROVISIONS REGARDING INVENTORY. The following provisions shall apply to all inventory included within the Collateral:

1.
Inventory Reports. Debtor will deliver to Secured Party as Secured Party may require, on such frequency as Secured Party may request, a
written report in form and content satisfactory to Secured Party, with respect to the preceding month or other applicable period, showing Debtors opening inventory, inventory
acquired, inventory sold, inventory leased, inventory returned, inventory used in Debtor’s business, closing inventory, any other inventory not within the preceding categories
and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of any matter adversely affecting the inventory,
including, without limitation, any event causing loss or depreciation in the value of the inventory and the amount of such possible loss of depreciation.

2.
Location of Inventory. Debtor will promptly notify Secured Party in writing of any addition to, change in or discontinuance of its place(s) of
business as shown in this Agreement, the places at which inventory is located as shown herein, the location of its chief executive office and the location of the office where it
keeps its records as set forth herein. All Collateral will be located at the places of business shown below, as modified by any written notices given pursuant hereto.
3.
Uses of Inventory. Except as set forth in the loan agreement, unless and until the privilege of Debtor to use inventory in the ordinary course of
Debtor’s business is revoked by Secured Party in the event of default or if Secured Party deems itself insecure, Debtor may use the inventory in any manner not inconsistent
with this Agreement, may lease or sell that part of the Collateral consisting of inventory provided that all such leases and sales are in the ordinary course of business, and use
and consume any raw materials or supplies that are necessary in order to carry on Debtor’s business. A sale in the ordinary course of business does not include a transfer in
partial or total satisfaction of a debt.
4.
Accounts as Proceeds. All accounts that are proceeds of the inventory included within the Collateral shall be subject to all of the terms and
provisions hereof pertaining to accounts.
5.

Protection of Inventory. Debtor shall take all action necessary to protect and preserve the inventory.

6.
Assignment of Rents and Leases. Debtor hereby assigns to Secured Party all rents and other benefits derived or to be derived from leases
(“Leases”) of the inventory now or hereafter existing or entered into, together with all guarantees, amendments, modifications, extensions and renewals thereof (the “Rents”).
Prior to a foreclosure by Secured Party of any lien or security interest which Secured Party may now or hereafter hold covering the inventory, this Assignment of Rents is not
intended to, and shall not, constitute payment to Secured Party, unless Secured Party terminates Debtor’s license to collect the Rents, and then it shall constitute payment only
to the extent that prior to foreclosure the Rents are actually received by Secured Party as opposed to constituting a portion of the voluntary payments of principal and interest
on the indebtedness evidenced and secured hereby, and are not used for the operation, maintenance or repair of the inventory, or for the payment of costs and expenses in
connection therewith. Except as otherwise provided herein, Secured Party shall have the absolute right, power and authority to take any and all actions which Secured Party
deems necessary or appropriate in connection with taking possession of the inventory, leasing all or any part of the inventory, collecting all or any of the Rents and enforcing
the rights of the lessor under any of the leases, including without limitation, bringing, prosecuting, defending or settling legal proceedings against lessees of the inventory.
Notwithstanding anything herein to the contrary, Secured Party shall not be obligated to perform or discharge, and Secured Party does not undertake to perform or discharge,
any obligation, duty or liability with respect to the Leases or the Rents under or by reason of this Assignment. This Assignment shall not operate to place

responsibility for the control, care, maintenance or repair of the inventory upon Secured Party, or for any dangerous or defective condition of the Inventory, or for any
negligence in the arrangement, upkeep, repair, or control of the inventory. Debtor shall retain a revocable license to collect and receive the Rents as the agent of Secured Party,
and to retain, use and enjoy such Rents, provided that such revocable license ipso facto terminate without further action by Secured Party and without notice to Debtor upon
the occurrence of any default or event of default as defined in any note, deed of trust, security agreement, guaranty, financing statement, fixture filing or other loan documents
given to Secured Party by Debtor or any other party in connection with any indebtedness or obligation of Debtor to Secured Party.
7.
Leased Inventory. Debtor shall (a) observe and perform faithfully every obligation which Debtor is required to perform under the Leases;
(b) enforce or secure the performance of, at its sole cost and expense, every obligation to be performed by the lessees under the Leases; (c) not collect any Rents in advance of
the time when the same shall be due, or anticipate any payments under any of the Leases, except for bona fide security deposits not in excess of an amount equal to two
(2) months Rent; (d) at the request of Secured Party, deliver copies of Leases to Secured Party; and (e) appear and defend against, at Debtor’s sole cost and expense, any
action or proceeding arising under, and in any manner connected with the Leases, the Rents or the obligations, duties or liabilities of the lessor, lessee or guarantors
thereunder.
H.

[INTENTIONALLY OMITTED]

I.

[INTENTIONALLY OMITTED]

J.
EVENTS OF DEFAULT. Debtor shall be in default hereunder upon the happening of any of the following events or conditions: (i) non-payment when
due (whether by acceleration of maturity or otherwise) of any payment of principal, interest or other amount due on any Obligations; (ii) the occurrence of any event which
under the terms of any evidence of indebtedness, indenture, loan agreement, security agreement or similar instrument permits the acceleration of maturity of any of obligation
of Debtor whether to Secured Party or to others; (iii) any representation or warranty made by Debtor and/or others to Secured Party in connection with this Agreement, the
Collateral or the Obligations, or in any statements or certificates, proves incorrect in any material respect as of the date of the making or the issuance thereof; (iv) default
occurs in the observance or performance of or, if Debtor fails to furnish adequate evidence of performance of, any provision of this Agreement or of any note, assignment,
transfer, other agreement, document or instrument delivered by Debtor to Secured Party in connection with this Agreement, the Collateral or the Obligations; (v) death,
dissolution, liquidation, termination of existence, insolvency, business failure or winding-up of Debtor, or any maker, endorser, guarantor, surety or other party liable in any
capacity for any of the Obligations; (vi) the filing of a petition in bankruptcy by or against, or the application for appointment of a receiver or any other legal custodian for any
part of the property of, or the assignment for the benefit of creditors by, or the commencement of any proceeding under any bankruptcy, rearrangement, reorganization,
insolvency or similar laws for the relief of Debtors by or against, the Debtor, or any maker, endorser, guarantor, surety or other party primarily or secondarily liable for any of
the Obligations; (vii) the Collateral becomes, in the judgment of Secured Party, impaired, unsatisfactory or insufficient in character or value; (viii) the filing of any levy,
attachment, execution, garnishment or other process against the Debtor, or any of the Collateral or any maker, endorser, guarantor, surety, or other party liable in any capacity
for any of the Obligations, or (ix) the Secured Party in good faith believes that the prospect of repayment or performance of the Obligations or any of the covenants,
agreements or other duties under any writing executed in connection herewith is impaired.
K.
REMEDIES. Upon the occurrence of an Event of Default, or if Secured Party deems payment or performance of the Obligations to be insecure, Secured
Party, at its option, shall be entitled to exercise any one or more of the following remedies (all of which are cumulative):
1.
Declare Obligations Due. Secured Party, at its option, may declare the Obligations or any part thereof immediately due and payable, without
demand, notice of intention to

accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor, or any other notice whatsoever, all of which are hereby waived by Debtor,
the Borrower and any maker, endorser, guarantor, surety or other party liable in any capacity for any of the Obligations.
2.
Remedies. Secured Party shall have all of the rights and remedies provided for in this Agreement and any other agreements executed by Debtor,
the rights and remedies in the Uniform Commercial Code of Minnesota, and any and all rights and remedies at law or in equity, all of which shall be deemed cumulative.
Without limiting the foregoing, Debtor agrees that Secured Party shall have the right to: (a) require Debtor to assemble the Collateral and make it available to Secured Party at
a place designated by Secured Party that is reasonably convenient to both parties, which Debtor agrees to do; (b) take possession of the Collateral with or without process of
law, and, in this connection, enter any premises where the Collateral is located to remove same, to render it unusable, or to dispose of same on such premises; (c) sell, lease or
otherwise dispose of the Collateral, by public or private proceedings, for cash or credit, without assumption of credit risks; and/or (d) whether before or after default, collect
and receipt for, compound, compromise, and settle, and give releases, discharges and acquittances, with respect to, any and all amounts owed by any person or entity with
respect to the Collateral. Unless the Collateral is perishable or threatens to decline speedily in value or is of the type customarily sold on a recognized market, Secured Party
will send Debtor reasonable notice of the time and place of any public sale or of the time after which any private sale or other disposition will be made. Any requirement of

reasonable notice to Debtor shall be met if such notice is mailed, postage prepaid, to Debtor at the address of Debtor designated at the beginning of this Agreement, at least
five (5) days before the day of any public sale or at least five (5) days before the time after which any private sale or other disposition will be made.
3.
Expenses. Debtor shall be liable for and agrees to pay the reasonable expenses incurred by Secured Party in enforcing its rights and remedies, in
retaking, holding, testing, repairing, and proving, selling, leasing or disposing of the Collateral, or like expenses, including, without limitation, attorneys fees and legal
expenses incurred by Secured Party. These expenses, together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under
applicable laws, which Debtor agrees to pay, shall constitute additional Obligations, and shall be secured and entitled to the benefits of this Agreement.
4.
Proceeds; Surplus; Deficiencies. Proceeds received by Secured Party from disposition of the Collateral shall be applied toward Secured Party’s
expenses and other Obligations and in such order or manner as Secured Party may elect. Debtor shall be entitled to any surplus if one results after lawful application of the
proceeds.
5.
Remedies Cumulative. The rights and remedies of Secured Party are cumulative and the exercise of any one or more of the rights of remedies
shall not be deemed an election of rights or remedies or a waiver of any other right or remedy. Secured Party may remedy any default and may waive any default without
waiving the default remedy or without waiving any other prior or subsequent default.
L.
RELINQUISHMENT OF CERTAIN DEFENSES. Regarding the enforcement of the security interests and covenants and agreements contained in this
Agreement to secure payment of the Obligations, the Debtor covenants and agrees as follows:
1.
Secured Party’s right of recovery against the Collateral for the Obligations shall be determined as if Debtor were a primary obligor for the payment
of the Obligations regardless of whether or not Debtor is in fact primarily liable for all or any part of the Obligations. Debtor specifically agrees that it shall not be necessary
or required, in order to enforce the remedies under this Agreement, that the Secured Party have made demand for payment upon the Borrower or any other person or entity
liable for any portion of the Obligations or have made protest thereof or have given notice to the Borrower or any other party liable thereon of maturity or nonpayment of the
Obligations.
2.
The Debtor specifically waives any notice of acceptance of this Agreement by the Secured Party and of the creation, advancement, existence,
extension, renewal, modification,

consolidation, the rearrangement from time to time of the Obligations, the increase from time to time in the principal amount thereof, the increase or reduction from time to
time of the rate of interest thereon, or any indulgence from time to time with respect to the Obligations, or any part thereof, and of nonpayment thereof or default thereon, and
waives grace, demand, protest, presentment and notice of demand, protest, and presentment with respect to the Obligations, and waives notice of the amount of the
Obligations outstanding at any time, and agrees that the maturity of the Obligations, or any part thereof, may be accelerated, extended, modified, amended or renewed from
time to time or any other indulgence may be granted with respect thereto by the Secured Party at its will or as may be agreed by the Borrower without notice to or further
consent by the Debtor, at any time or times.
3.
The Debtor agrees that: (i) no renewal, extension, modification, consolidation, or rearrangement of or any other indulgence, forbearance or
compromise with respect to the Obligations, or any part thereof; (ii) no increase in the principal amount of any of the Obligations; (iii) no increase or reduction of the rate of
interest thereon; (iv) no release, withdrawal, substitution, surrender, subordination, exchange, deterioration, waste or other impairment of any security or collateral or guaranty
now or hereafter held by the Secured Party for payment of the Obligations, or of any part thereof; (v) no release of the Borrower, any guarantor, or of any other person
primarily or secondarily liable on the Obligations, or any part thereof; and (vi) no delay or omission or lack of diligence or care in exercising any right or power with respect to
the Obligations or any security or collateral therefor or under this Agreement shall in any manner impair, diminish or affect the rights of the Secured Party or the liability of
the Debtor hereunder. The Debtor specifically agrees that it shall not be necessary or required, and that the Debtor shall not be entitled to require, that the Secured Party
mitigate damages, or file suit or proceed to obtain or assert a claim for personal judgment against the Borrower for the Obligations, or make any effort at collection of the
Obligations from the Borrower, or foreclose against or seek to realize upon any security or collateral now or hereafter existing for the Obligations, or file suit or proceed to
obtain or assert a claim for personal judgment against any other party (whether maker, guarantor, endorser or surety) liable for the Obligations, or make any effort at
collections of the Obligations from any such other party, or exercise or assert any other right or remedy to which the Secured Party is or may be entitled in connection with the
Obligations or any security or collateral or other Agreement therefor, or assert or file any claim against the assets or estate of the Borrower or any guarantor or other person
liable for the Obligations, or any part thereof, before or as a condition of enforcing the liability of the Debtor under this Agreement or requiring payment of the Obligations by
the Debtor hereunder, or at any time thereafter. The Debtor expressly waives any right to the benefit of or to require or control application of any security or collateral or the
proceeds of any security or collateral now existing or hereafter obtained by the Secured Party as security for the Obligations, or any part thereof, and agrees that the Secured
Party shall have no duty insofar as the Debtor is concerned to apply upon any of the Obligations any monies, payments or other property at any time received by or paid to or
in the possession of the Secured Party, except as the Secured Party shall determine in its sole discretion. The Debtor specifically agrees that Debtor shall not have any recourse
or action against the Secured Party by reason of any action the Secured Party may take or omit to take in connection with the Obligations, the collection of any sums or
amounts herein mentioned, or in connection with any security or collateral or any Guaranty at any time existing therefor.
4.
The Debtor agrees to the terms, provisions and conditions of the Note and other instruments evidencing the Obligations and of any renewal,
modification, consolidation or rearrangement thereof or other agreements which may have been or may hereafter be executed by the Borrower from time to time evidencing or
in connection with the Obligations or any part thereof, and agrees that the Debtor’s liability hereunder shall in no manner be affected, reduced, impaired or released by reason
of any term, provision or condition of such Note or other agreement or by the failure, refusal or omission of the Secured Party to enforce or observe any of same or any
forbearance or compromise made by the Secured Party or any action taken or omitted to be taken by the Secured Party pursuant thereto or in connection therewith. The
Debtor, by the execution and delivery of this Agreement agrees, represents, warrants and acknowledges that Debtor shall be bound by the provisions of any Agreement and
Security Agreement and any Environmental Certificate and Agreement of even date herewith, from the Borrower to the Secured Party and which purport to be applicable to
Debtor to the same extent and with the same effect as if Debtor had executed and delivered such document to the Secured Party. In that connection, the Debtor agrees that the
provisions of this Paragraph shall survive any exercise of the power of sale granted in any instrument

securing the Obligations, any foreclosure of the liens created by any of the instruments securing the Obligations, any conveyance in lieu of any such foreclosure, the
repayment of the Obligations, and the discharge and release of all liens, rights and interests securing payment of the Obligations.
5.
The Debtor absolutely and unconditionally covenants and a agrees that: (i) in the event that the Borrower does not or is unable to pay or perform
the Obligations for any reason including, without limitation, liquidation, dissolution, receivership, insolvency, bankruptcy, assignment for the benefit of creditors,
reorganization, arrangement, composition or readjustment or other similar proceedings affecting the status, composition, identity, existence, assets or Obligations of the
Borrower, or the disaffirmance or termination of any of the Obligations in or as a result of any such proceedings; and/or (ii) if all or any part of the Obligations (or any
instrument or agreement made or executed in connection therewith) is for any reason found to be invalid, illegal, unenforceable, uncollectible or legally impossible, for any
reason whatsoever (including, without limiting the generality of the foregoing, upon the grounds that the payment and/or performance of the Obligations is ultra vires or
otherwise without authority, may violate applicable usury laws, is subject to valid defenses, claims or offsets of the Borrower, or any instrument evidencing any of the
Obligations is forged or otherwise irregular), then in any such case the Debtor shall pay and perform the Obligations as herein provided and that no such occurrence shall in
any way diminish or otherwise affect the Debtor’s liabilities hereunder.

6.
Should the status, composition, structure or name of the Borrower change, including, but not limited to, by reason of a merger, dissolution,
consolidation or reorganization, this Agreement shall continue and also cover the Obligations and Obligations of the Borrower under the new status, composition structure or
name according to the terms hereof. If the Borrower is a general or limited partnership, no termination of said partnership, nor withdrawal therefrom or termination of any
ownership interest therein owned, by any general or limited partner of such partnership shall alter, limit, terminate, excuse or modify the Debtor’s liabilities set forth in this
Agreement.
7.
In the event any payment from the Borrower to the Secured Party is held to constitute a preference under the bankruptcy laws, or if for any other
reason the Secured Party is required to refund such payment or pay the amount thereof to any other party, such payment by the Borrower to the Secured Party shall not
constitute a release of the Debtor from any liability hereunder, and this Agreement shall continue to be effective or shall be reinstated, as the case may be, to the extent of any
such payment or payments.
8.
At all times while any or all of the Obligations are now or hereafter secured in whole or in part, the Debtor agrees that the Secured Party may, from
time to time, at its discretion, and with or without valuable consideration, allow substitution, withdrawal, release, surrender, exchange, subordination, deterioration, waste,
loss or other impairment of all or any part of such security or collateral, without notice to or consent by the Debtor, and without in anywise impairing, diminishing or releasing
the liability of the Debtor hereunder.
9.
The Debtor waives marshalling of assets and liabilities, sale in inverse order of alienation, and all defenses given to sureties or Debtors at law or in
equity other than actual payment of the Obligations and performance of the actions constituting the Obligations, including, but not limited to, any rights pursuant to the laws
of Minnesota. The failure by the Secured Party to file or enforce a claim against the estate (either in administration, bankruptcy or other proceeding) of the Borrower or any
other person primarily or secondarily liable for the Obligations or of any other or others shall not affect the liability of Debtor hereunder.
M.

OTHER AGREEMENTS.

1.
Savings Clause. Notwithstanding any provision to the contrary herein, or in any of the documents evidencing the Obligations or otherwise
relating thereto, no such provision shall require the payment or permit the collection of interest in excess of the maximum permitted by applicable usury laws. If any such
excessive interest is so provided for, then in such event (i) the provisions of this paragraph shall govern and control, (ii) neither the Debtor nor Debtor’s heirs, legal
representatives, successors or assigns or any other party liable for the payment thereof shall be obligated to pay the amount

of such interest to the extent that it is in excess of the maximum amount permitted by law, (iii) any such excess interest that may have been collected shall be, at the option of
the holder of the instrument evidencing the Obligations, either applied as a credit against the then unpaid principal amount thereof or refunded to the maker thereof, and
(iv) the effective rate of interest shall be automatically reduced to the maximum lawful rate under applicable usury laws as now or hereafter construed by the courts having
jurisdiction.
2.

Joint and Several Responsibility. If this Security Agreement is executed by more than one Debtor, the obligations of all such Debtors shall be

joint and several.
3.
Waivers. Debtor and any maker, endorser, guarantor, surety or other party liable in any capacity respecting the Obligations hereby waived
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor and any other notice whatsoever.
4.
Severability. Any provision hereof found to be invalid by courts having jurisdiction shall be invalid only with respect to such provision (only to
the extent necessary to avoid such invalidity). The offending provision shall be modified to the minimum extent possible to confer upon Secured Party the benefits intended
thereby. Such provision as modified and the remaining provisions hereof shall be construed and enforced to the same extent as if such offending provision (or portion thereof)
had not been contained herein, to the maximum extent possible.
5.
Use of Copies. Any carbon, photographic or other reproduction of any financing statement signed by Debtor is sufficient as a financing statement
for all purposes, including without limitation, filing in any state as may be permitted by the provisions of the Uniform Commercial Code of such state. All rights and remedies
of Secured Party in all such agreements are cumulative, but in the event of actual conflict in terms and conditions, the terms and conditions of the latest security agreement
shall govern and control.
6.
Authorization to File Financing Statements. The Debtor hereby irrevocably authorizes the Secured Party at any time and from time to time to
file in any filing office in any Uniform Commercial Code jurisdiction any initial financing statements and amendments thereto that (a) indicate the Collateral (i) as all assets of
the Debtor or words of similar effect, regardless of whether any particular asset comprised in the Collateral falls within the scope of Article 9 of the Uniform Commercial
Code of the State or such jurisdiction, or (ii) as being of an equal or lesser scope or with greater detail, and (b) provide any other information required by part 5 of Article 9 of
the Uniform Commercial Code of the State or such other jurisdiction, for the sufficiency or filing office acceptance of any financing statement or amendment, including
(i) whether the Debtor is an organization, the type of organization and any organizational identification number issued to the Debtor and, (ii) in the case of a financing
statement filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of real property to which the Collateral relates.
The Debtor agrees to furnish any such information to the Secured Party promptly upon the Secured Party’s request. The Debtor also ratifies its authorization for the Secured
Party to have filed in any Uniform Commercial Code jurisdiction any like initial financing statements or amendments thereto if filed prior to the date hereof.
7.
Notices. Any notice or demand given by Secured Party to Debtor in connection with this Agreement, the Collateral or the Obligations shall be
deemed given and effective upon deposit in the United States mail, postage pre-paid, addressed to Debtor at the address of the Debtor designated at the beginning of this
Agreement. Actual notice to Debtor shall always be effective no matter how given or received.
8.
Headings and Gender. Paragraph headings in this Agreement are for convenience only and shall be given no meaning or significance in
interpreting this Agreement. All words used herein shall be construed to be or such gender of number as the circumstances require.
9.

Amendments. Neither this Agreement nor any of its provisions may be

changed, amended, modified, waived or discharged orally, but only by an instrument in writing signed by the party against whom enforcement of the change, amendment,
modification, waiver or discharge is sought.
10.
Binding Effect. The provisions of this Security Agreement shall be binding upon the heirs, executors, administrators, personal representatives,
successors and assigns of Debtor, and the rights, powers and remedies of Secured Party hereunder shall inure to the benefit of the successors and assigns of Secured Party.
11.

Governing Law. This Security Agreement shall be governed by the law of Minnesota and applicable federal law.

12.
Statute of Frauds. THIS COMMERCIAL SECURITY AGREEMENT, THE LOAN AGREEMENT AND ALL DOCUMENTS AND
INSTRUMENTS REFERENCED HEREIN OR IN THE LOAN AGREEMENT, OR EXECUTED IN CONNECTION WITH OR ATTACHED TO THE LOAN

AGREEMENT, REPRESENT THE FINAL AGREEMENT BETWEEN DEBTOR AND SECURED PARTY, AND MAY NOT BE CONTRADICTED BY EVIDENCE OF
PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY.
13.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)
When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in
accordance with federal law.
b)
Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice,
foreclosing liens, and other purposes. By using these procedures, SBA does not waive any federal immunity from local or state control,
penalty, tax or liability. No Borrower or Guarantor may claim or assert against SBA any local or state law to deny any obligation of
Borrower, or defeat any claim of SBA with respect to this Loan.
Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.

IN WITNESS WHEREOF, the undersigned has executed this Agreement effective as of the date first written above.
DEBTOR
ARCA Advanced Processing, LLC
By: /s/ Brian Conners
Brian Conners, Chief Manager
Safe Disposal Systems, Inc.
By: /s/ Brian Conners
Brian Conners, President/Secretary
4301 Operations, LLC
By: /s/ Brian Conners
Brian Conners, Director
By: /s/ James Ford
James Ford, Director
S.D.S. Service Inc.
By: /s/ Brian Conners
Brian Conners, President/Secretary
Scarabee Holdings, LLC
By: /s/ James Ford
James Ford, Manager

EXHIBIT A
See attached list of equipment

Prepared by and return to:
Janet M. Dery, Esquire
Starfield & Smith, P.C.
1300 Virginia Drive, Suite 325
Fort Washington, PA 19034
Lot 5, Block 202.04 of the Township of Voorhees Tax Map
MORTGAGE
NOTICE: THIS DOCUMENT SECURES A VARIABLE INTEREST RATE NOTE AND CONTAINS PROVISIONS FOR INCREASES UNDER CERTAIN
CIRCUMSTANCES IN THE PRINCIPAL BALANCE OF THE INDEBTEDNESS SECURED HEREBY
THIS MORTGAGE is made on 03/10/11, by and between Brian Todd Conners, with an address of 8 Oak Hollow Drive, Voorhees, New Jersey 08043 (the
“Mortgagor”), and Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation, with an address of 159 E. High Street, Pottstown, Pennsylvania

19464 (the “Mortgagee”).
RECITALS
Mortgagee, has agreed, pursuant to a Loan Agreement of even date herewith (the “Loan Agreement”), and subject to the terms set forth therein, to make a loan to
ARCA Advanced Processing, LLC (the “Borrower”) in an aggregate amount of One Million Two Hundred Fifty Thousand Dollars and No Cents ($1,250,000.00) (the
“Loan”) which is being guaranteed by Mortgagor (the “Guarantee”), the Loan Agreement and Guarantee constituting the consideration for this Mortgage.
Borrower has duly executed a promissory note of even date herewith (the “Note”) to evidence the terms of repayment of the Loan with interest at the rate or rates
established from time to time in accordance with the terms set forth therein, which Note has been delivered by Borrower to the Mortgagee (the Mortgagee and any assignee or
other lawful owner of the Note being hereinafter sometimes called “Mortgagee”). Mortgagor has duly executed the Guarantee to support the obligations of the Borrower to
repay the Loan. All references herein to the Note and the obligations arising thereunder shall be deemed to include the Guarantee and all obligations arising under the
Guarantee.
All things necessary to make the Note the valid, binding and legal obligation of Mortgagor, and to make this Mortgage a valid, binding and legal instrument for the
security of the Note in accordance with its terms, have been duly performed, and the execution and delivery of the Note and this Mortgage by Mortgagor have been in all
respects duly authorized.
It has been agreed that the repayment of the Loan with interest, according to the terms of the Note and any alterations, modifications, substitutions, extensions or
renewals thereof, as well as the performance of the other covenants, terms and conditions herein, should be secured by the execution of this Mortgage, which also shall secure
payment by Mortgagor of all costs and expenses incurred in respect to the Loan, including reasonable attorney’s fees as is hereinafter provided.
NOW, THEREFORE, WITNESSETH: in consideration of the premises and of other good and valuable considerations, the receipt of which is hereby acknowledged,
Mortgagor mortgages, grants, assigns, conveys and transfers unto the Mortgagee, its successor or successors and assigns, in fee simple, WITH MORTGAGE COVENANTS,
all that land situate in Camden County, New Jersey, being commonly known as 8 Oak Hollow Drive, Voorhees, Lot 5, Block 202.04 of the Township of Voorhees Tax
Map and more particularly described in Exhibit A attached hereto and made a part hereof (the “Land”) and the buildings, structures, fixtures, additions, enlargements,
extensions, modifications, repair,

replacements and improvements now or hereafter located thereon (hereinafter sometimes called the “Improvements”).
TOGETHER with all the walks, fences, shrubbery, driveways, fixtures, equipment, machinery, apparatus, fittings, building materials and other articles of personal
property of every kind and nature whatsoever, now or hereafter ordered for eventual delivery to the Land (whether or not delivered thereto), and all such as are now or
hereafter located in or upon any interest or estate in the Land or any part thereof and used or usable in connection with any present or future operation of the Land now owned
or hereafter acquired by Mortgagor, including, without limiting the generality of the foregoing, all heating, lighting, laundry, clothes washing, clothes drying, incinerating and
power equipment, engines, pipes, tanks, motors, conduits, switchboards, plumbing, lifting, cleaning, fire-prevention, fire-extinguishing, refrigerating, ventilating, and
communications apparatus, television sets, radio systems, recording systems, computer equipment, air-cooling and air-conditioning apparatus, elevators, escalators, shades,
awnings, draperies, curtains, fans, furniture, furnishings, carpeting, linoleum and other floor coverings, screens, storm doors and windows, stoves, gas and electric ranges,
refrigerators, garbage disposals, sump pumps, dishwashers, washers, dryers, attached cabinets, partitions, ducts and compressors, landscaping, swimming pools, lawn and
garden equipment, security systems and including all equipment installed or to be installed or used or usable in the operation of the building or buildings or appurtenant
facilities erected or to be erected in or upon the Land; it being understood that all of the aforesaid shall be deemed to be fixtures and part of the Land, but whether or not of the
nature of fixtures they shall be deemed and shall constitute part of the security for the indebtedness herein mentioned and shall be covered by this Mortgage excluding,
however, only personal property owned by any tenant actually occupying all or part of the premises. Disposition of any of the aforesaid or of any interest therein is prohibited;
however, if any disposition is made in violation hereof, the Mortgagee shall have a security interest in the proceeds therefrom to the fullest extent permitted by the laws of
New Jersey; and
TOGETHER with all and singular the rights, alleys, ways, waters, easements, tenements, privileges, advantages, accessions, hereditaments and appurtenances
belonging or in any way appertaining to the Land and other property described herein, and the reversions and remainders, earnings, revenues, rents, issues and profits thereof
and including any right, title, interest or estate hereafter acquired by Mortgagor in the Land and other property described herein; and
TOGETHER with all the right, title and interest (but not the obligations) of Mortgagor, present and future, in and to all present and future accounts, contract rights
(including all fees and other obligations set forth in the Mortgagee’s commitment to make the Loan), general intangibles, chattel paper, documents and instruments including
but not limited to licenses, construction contracts, service contracts, utility contracts, options, permits, public works agreements, bonds, deposits and payments thereunder,
relating or appertaining to the Land and other property described herein and its development, occupancy and use; and
TOGETHER with any right to payment or for services rendered, whether or not yet earned by performance, arising from the operation of the improvements or any
other facility on the Land, including, without limitation, (1) all accounts arising from the operation of the improvements and all proceeds thereof (whether cash or non-cash,
movable or immovable, tangible or intangible) received upon the sale, exchange, transfer, collection or other disposition or substitution thereof, and (2) all rights to payment
from any consumer credit/charge card organization or entity, including, without limitation, payments arising from the use of the American Express Card, Visa Card, Carte
Blanche Card, MasterCard, Diner’s Club, or any other credit card, including those now existing or hereinafter created or any substitution therefor and all proceeds thereof
(whether cash or non-cash, movable or immovable, tangible or intangible) received upon the sale, exchange, transfer, collection or other disposition or substitution thereof;
and
TOGETHER with all of the rents, royalties, revenues, income, proceeds, profits and other benefits paid or payable by parties to the leases for using, leasing,
licensing, possessing, occupying, operating from, residing in, selling or otherwise enjoying the Land, the Improvements, and other property securing the indebtedness, or any
portion thereof. As used in this Mortgage, the word “leases” includes any and all leases, subleases, licenses, concessions, reservations, accounts, permits, contracts, and other
agreements (oral or written, now or hereafter in effect) which grant a possessory interest or right of occupancy in and

to, or the right to use, or affect all or part of the Land, the improvements, and other property securing the indebtedness, or any portion thereof; and
TOGETHER with all proceeds of and any unearned premiums on any insurance policies covering the Property (hereinafter defined), including, without limitation,
the right to receive and apply the proceeds of any insurance, judgments, or settlements made in lieu thereof, for damage to the Property or any part thereof; and
TOGETHER with all proceeds derived from any taking by condemnation or eminent domain proceedings or transfer in place or in anticipation thereof of all or any
part of the property described in these granting clauses;
TO HAVE AND TO HOLD the Land with Improvements thereupon and all the rights, easements, profits and appurtenances and other property described above (all
of which is hereinafter sometimes called the “Property”) belonging unto and to the use of the Mortgagee, and its successor or successors and assigns, in fee simple forever;

BUT for and upon the uses, intents and purposes hereinafter mentioned, that is to say for the benefit and security of Mortgagee and for the enforcement of the
payment of all sums secured hereby (hereinafter sometimes called the “Indebtedness”) and the compliance with the terms, covenants and conditions, in the Note, in the Loan
Agreement and in this Mortgage, expressed or implied;
SUBJECT, HOWEVER, to the liens and rights of the holders of the contracts and instruments secured by any instruments that may be described inExhibit B to this
Mortgage (the “Permitted Encumbrances”);
PROVIDED, HOWEVER, that if Mortgagor shall pay or cause to be paid to Mortgagee all sums secured hereby in the manner stipulated in the Note, the Loan
Agreement and this Mortgage, then and in such case, the estate, right, title and interest of the Mortgagee in the Property shall cease, determine and become void, and upon
proof being given to the satisfaction of the Mortgagee that the Note has been paid or satisfied, in accordance with its terms and upon payment of all fees, costs, charges,
expenses and liabilities chargeable or incurred or to be incurred by the Mortgagee and of any other sums as in this Mortgage provided, the Mortgagee shall at the expense of
Mortgagor, release and discharge this Mortgage of record, and shall transfer and deliver up to Mortgagor any property at the time subject to this Mortgage which may be then
in their possession, provided the Mortgagee hereunder shall be entitled to a reasonable fee for the release and reconveyance of the Property or any partial release and
reconveyance;
AND THIS MORTGAGE FURTHER WITNESSETH, that Mortgagor (jointly and severally if more than one) has covenanted and agreed and does hereby covenant
and agree with the Mortgagee as follows:
ARTICLE 1. DEFINITIONS
1.1

Definitions. All capitalized terms used herein and not otherwise defined shall have the respective meanings set forth or referred to in the Loan Agreement.
ARTICLE 2. COVENANTS AND AGREEMENTS OF MORTGAGOR

2.1
Incorporation of Covenants, Conditions and Agreements. All the covenants, conditions and agreements contained in the Loan Agreement, the Note,
and the other Loan Documents are hereby made a part of this Mortgage to the same extent and with the same force as if fully set forth herein.
2.2
Title to the Property. Mortgagor covenants that at the time of the execution and delivery of this Mortgage it has good title to all of the property described
in the granting clauses of this Mortgage as being presently granted, assigned, conveyed and transferred hereunder, free and clear of all liens and encumbrances except for the
Permitted Encumbrances; Mortgagor hereby does and will forever

warrant generally and defend the title to the Property, and every part thereof, whether now owned or hereafter acquired, unto the Mortgagee and its successor or successors in
the trust and assigns, against all claims and demands by any person or entity whatsoever; Mortgagor covenants that Mortgagor shall comply with all the terms, covenants and
conditions of all agreements and instruments, recorded and unrecorded, affecting the Property; Mortgagor covenants that it has good right and lawful authority to mortgage,
give, grant, pledge, assign and convey the Property in the manner and form herein provided.
2.3
Further Assurances. At any and all times Mortgagor shall furnish and record all and every such further assurances as may be requisite or as the
Mortgagee shall reasonably require for the better assuring and confirming unto the Mortgagee the estate and property hereby granted, assigned, conveyed or transferred, or
intended so to be whether now owned or hereafter acquired; Mortgagor shall bear all expenses, charges and taxes in connection therewith.
2.4
Escrow for Taxes. To better secure the covenant to pay taxes and fees in the Loan Agreement, Mortgagor agrees that, if Holder so requests, Mortgagor
shall deposit with Holder on the day of each month on which a payment of interest is due under the Note, beginning with the month following such request, one-twelfth of the
annual taxes next due as estimated by Holder, plus one-twelfth of the annual fire, hazard and other insurance premiums as required herein, such deposit to be held by Holder,
without interest, to pay said taxes and premiums. If payments of interest are due under the Note other than monthly, appropriate adjustment shall be made in the amount of
the aforesaid periodic deposits.
Any amounts deposited pursuant to the provisions of this Section shall not be, nor be deemed to be, trust funds, nor shall they operate to curtail or reduce the
indebtedness secured hereby, and all such amounts may be commingled with the general funds of the depositor and be deposited with Mortgagee or at an institution
designated by Mortgagee. Mortgagee shall not be responsible for the solvency of such institution, provided it is insured by the Federal Deposit Insurance Corporation or other
regulatory agency at the time of designation. If at any time Mortgagee shall determine that the amount then on deposit shall be insufficient to pay an obligation in full,
Mortgagor shall immediately after demand deposit with Mortgagee the amount of the deficiency determined by Mortgagee. Nothing contained in this Section shall be
deemed to affect any right or remedy of Mortgagee under any provisions of this Mortgage or of any statute or rule of law to pay any such amount and to add the amount so
paid, together with interest at the rate provided for in the Note, to the indebtedness secured hereby.
2.5
Change in Tax Law. In the event of the passage after date of this Mortgage of any law changing in any way the laws for the taxation of deeds of trust or
debts secured by deeds of trust, or the manner of collection of any such taxation so as to affect this Mortgage, Mortgagee may give thirty (30) days’ written notice to
Mortgagor requiring the payment of the indebtedness secured hereby. If such notice be given, the indebtedness secured hereby shall become due and payable at the expiration
of said thirty (30) days; provided, however, that such requirement of payment shall be ineffective if Mortgagor is permitted by law to pay the whole of such tax in addition to
all other payments required hereunder, without any penalty or charge thereby accruing to Mortgagee, and if Mortgagor in fact pays such tax prior to the date upon which
payment is required by such notice.
2.6
Activities on the Property. Mortgagor shall not suffer any act to be done or any conditions to exist on the Property or any part thereof or any thing or
article to be brought thereon (i) which may cause structural injury to the improvements on the Land; or (ii) which would cause the value or usefulness of the Property or any
part thereof to diminish (ordinary wear and tear excepted); or (iii) which may be dangerous, unless safeguarded as required by law; or (iv) which may in fact or in law,
constitute a nuisance, public or private; or (v) which may void or make voidable any insurance then in force or required by the terms of this Mortgage, the Loan Agreement to
be in force.
2.7
Additional Insurance. If required by the Mortgagee, in addition to the provisions of and to the extent not so provided by the Loan Agreement, Mortgagor
shall at all times maintain during the entire term of this Mortgage the following insurance, in form and substance satisfactory to Mortgagee:

(a) Workers’ Compensation. During any construction, repair, restoration or replacement of improvements on the Land, Mortgagor shall cause all
contractors and subcontractors (including Mortgagor if it acts as a contractor) to obtain and keep in effect workers’ compensation insurance to the full extent required by
applicable law and also which shall cover all employees of each contractor and subcontractor; upon demand, Mortgagor shall provide evidence satisfactory to Mortgagee that
it is complying with this covenant.
All insurance for loss or damage shall provide that losses, if any, shall be payable to Mortgagee, as its interest may appear. Mortgagor will pay the premiums for all
insurance and deliver to Mortgagee the policies of insurance or duplicates thereof, or other evidence satisfactory to Mortgagee of such insurance coverage. Each insurer shall
agree, by endorsement upon the policy or policies issued by it, or by independent instrument furnished to Mortgagee, that (i) it will give Mortgagee thirty (30) days’ prior

written notice of the effective date of any material alteration or cancellation of such policy; and (ii) the coverage of Mortgagee shall not be terminated, reduced or affected in
any manner regardless of any breach or violation by Mortgagor of any warranties, declarations or conditions of such insurance policy or policies. The proceeds of such
insurance shall be applied, at Mortgagee’s option, toward the replacement, restoration or repair of the Property which may be lost, stolen or destroyed or damaged or toward
payment of any indebtedness of Mortgagor to Mortgagee.
2.8
Additional Advances. If Mortgagor shall fail to perform any of the covenants or satisfy any of the conditions contained herein, Mortgagee may make
advances or payments towards performance or satisfaction of the same but shall be under no obligation so to do; and all sums so advanced or paid shall be at once repayable
by Mortgagor and shall bear interest at the Default Rate from the date the same shall become due and payable until the date paid, and all sums so advanced or paid, with
interest as aforesaid, shall become a part of the indebtedness secured hereby; but no such advance or payment shall relieve Mortgagor from any default hereunder. If
Mortgagor shall fail to perform any of the covenants or satisfy any of the conditions contained herein, Mortgagee may use any funds of Mortgagor towards performance or
satisfaction of the same but shall be under no obligation so to do; and no such use of funds shall relieve Mortgagor from any default hereunder.
2.9
Condemnation Awards. Should the grade of any street be altered or all or any part of the Property be condemned or taken through eminent domain
proceedings, all or such part of any award or proceeds derived therefrom, as Mortgagee in its sole discretion may determine in writing, shall be paid to Mortgagee and applied
to the payment of the indebtedness secured hereby (in such manner or combination thereof, including inverse order of maturity of installments of principal, if any, as
Mortgagee may, in its sole discretion, elect) and all such proceeds are hereby assigned to Mortgagee.
2.10
Costs of Defending and Enforcing the Lien. Mortgagor shall pay all costs, charges and expenses, including appraisals, title examinations, and reasonable
attorney’s fees, which Mortgagee may incur in defending or enforcing the validity or priority of the legal operation and effect of this Mortgage, or any term, covenant or
condition hereof, or in collecting any sum secured hereby, or in protecting the security of Mortgagee including without limitation being a party in any condemnation,
bankruptcy or administrative proceedings, or, if an Event of Default shall occur, in administering and executing the trust hereby created and performing their powers,
privileges and duties hereunder. Mortgagee may make advances or payments for such purposes but all advances or payments made by Mortgagee for such purposes shall be
repayable immediately by Mortgagor and shall bear interest at the Default Rate from the date the same shall become due and payable until the date paid, and any such sum or
sums with interest as aforesaid shall become a part of the indebtedness secured hereby; but no such advance or payment shall relieve Mortgagor from any default hereunder.
2.11
Modification of Terms; No Novation. Mortgagee may at any time, and from time to time, extend the time for payment of the indebtedness secured
hereby, or any part thereof, or interest thereon, and waive, modify or amend any of the terms, covenants or conditions in the Note, in the Guarantee, in this Mortgage or in any
other Loan Document, in whole or in part, either at the request of Mortgagor or of any person having an interest in the Property, accept one or more notes in replacement or
substitution of the Note, consent to the release of all or any part of the Property from the legal operation

and effect of this Mortgage, take or release other security, release any party primarily or secondarily liable on the Note or hereunder or on such other security, grant
extensions, renewals or indulgences therein or herein, apply to the payment of the principal and interest and premium, if any, of the indebtedness secured hereby any part or all
of the proceeds obtained by sale or otherwise as provided herein, without resort or regard to other security, or resort to any one or more of the securities or remedies which
Mortgagee may have and which in its absolute discretion it may pursue for the payment of all or any part of the indebtedness secured hereby, in such order and in such manner
as it may determine, all without in any way releasing Mortgagor or any party secondarily liable from any of the terms, covenants or conditions of the Note, the Guarantee, this
Mortgage, or any other Loan Document, or relieving the unreleased Property from the legal operation and effect of this Mortgage for all amounts owing under the Note, the
Loan Agreement and this Mortgage. Mortgagee and Mortgagor recognize and agree that the provisions of this Mortgage, the Note, the Guarantee, and any other Loan
Document may be modified by them or their successors or assigns at any time before or after default (which modification may involve increasing the rate of interest in the
Note, agreeing that other charges should be paid, or modifying any other provision in any such instruments). Mortgagee may extend the time of payment, may agree to alter
the terms of payment of the indebtedness, and may grant partial releases of any portion of the property included herein. No such modification by Mortgagee and Mortgagor
nor any such action by Mortgagee or the Mortgagor referred to above shall be a substitution or novation of the original indebtedness or instruments evidencing or securing the
same, but shall be considered a possible occurrence within the original contemplation of the parties.
2.12
Governmental Action Affecting the Property. Mortgagor agrees that in the event of the enactment of any law or ordinance, the promulgation of any
zoning or other governmental regulation, or the rendition of any judicial decree restricting or affecting the use of the Property or rezoning the area wherein the same shall be
situate which Mortgagee reasonably believes adversely affects the Property, Mortgagee may, upon at least sixty (60) days written notice to Mortgagor, require payment of the
indebtedness secured hereby at such time as may be stipulated in such notice, and the whole of the indebtedness secured hereby, shall thereupon become due and payable.
ARTICLE 3. EVENTS OF DEFAULT
The occurrence of one or more of the following events (herein called an “Event of Default”) shall constitute and be an Event of Default:
3.1
Default under Loan Documents. The occurrence and continuance of an Event of Default under the Loan Agreement, the Note or any other Loan
Document shall constitute an Event of Default hereunder. In the event Mortgagee consents to an encumbrance on the Property, a default under the terms of any document
creating such an encumbrance shall be a default hereunder.
3.2
Additional Insurance Obligations. Mortgagor fails to promptly perform or comply with any of the terms and conditions set forth insubsection 2.7 and
such failure continues for ten (10) days after notice from Mortgagee to Mortgagor.
3.3
Material Obligations. Mortgagor fails to perform or observe any of its material obligations under this Mortgage and such failure shall continue for a
period of thirty (30) days after Mortgagee gives Mortgagor written notice thereof.
3.4
Judgment. Unless adequately covered by insurance in the reasonable opinion of Mortgagee, the entry of a final judgment for the payment of money
involving more than $10,000.00 against Mortgagor or any guarantor of the Loan and the failure of Mortgagor or any guarantor of the Loan to cause the same to be discharged
or bonded off to the satisfaction of Mortgagee within sixty (60) days from the date the order, decree or process under which or pursuant to which such judgment was entered.
3.5
Transfer of the Property. If all or any part of the Property or any interest in the Property is sold, transferred, assigned, conveyed or otherwise disposed of,
either outright or as security for an indebtedness, or if there is any change in the ownership of Mortgagor, without Mortgagee’s prior written consent, Mortgagee may, at
Mortgagee’s option, declare all the indebtedness secured by this Mortgage to

be immediately due and payable and Mortgagee may exercise any or all of the remedies provided in Paragraph 4 hereunder.
ARTICLE 4. REMEDIES
4.1
Remedies-Acceleration. If one or more of the Events of Default shall occur, Mortgagee may, at its option, declare the entire unpaid principal amount of
the Note (if not already due and payable) to be due and payable immediately, and upon any such declaration the same shall become and be immediately due and payable,
anything in the Note, in the Guarantee, in the Loan Agreement or in this Mortgage to the contrary notwithstanding; and in the event of any sale of all or any part of the
Property, whether made under the power of sale herein granted, assent to a decree or through judicial proceedings, such unpaid principal amount shall automatically and

without notice become so due and payable. If Mortgagee exercises Mortgagee’s option to declare the entire unpaid principal amount of the Note to be due and payable,
Mortgagor covenants to pay immediately the full amount of the indebtedness secured hereby even though foreclosure or other court proceedings to collect the indebtedness
have not been commenced. Acceleration of maturity, once declared by Mortgagee, may at the option of Mortgagee, be rescinded by written acknowledgment to that effect by
Mortgagee, but the tender and acceptance of partial payments alone shall not rescind or affect in any way such acceleration of maturity.
4.2
Power of Sale; Assent to Decree and Other Remedies. If one or more of the Events of Default shall occur and whether or not Mortgagee shall have
accelerated the maturity of the indebtedness pursuant to Section 4.1 hereof, Mortgagee, at its option, may:
(a)
proceed by suit or suits at law or in equity or by any other appropriate remedy to protect and enforce the rights of Mortgagee whether for the
specific performance of any covenant or agreement contained herein, or in aid of the execution of any power herein granted, or to enforce payment of the Note, of the
Guarantee, or to foreclose this Mortgage, or to sell the Property under the judgment or decree of a court or courts of competent jurisdiction, or otherwise. Mortgagor, in
accordance with any general or local laws or rules or regulations of New Jersey relating to mortgages including any amendments thereof or supplements thereto which do not
materially change or impair the remedy, does hereby declare and assent to the passage of a decree to sell the Property by the equity court having jurisdiction for the sale of the
Property, subject to the terms of the decree of court, the same authority and power to sell on the terms and conditions herein set forth. This assent to decree shall not be
exhausted in the event the proceeding is dismissed before the indebtedness secured hereby is paid in full;
(b)
either with or without entering upon or taking possession of the Property, demand, collect and receive any or all revenues arising out of or in
connection with the Property, including, without limitation, all rents;
(c)
take possession and assemble such items of the Property as may be designated by Mortgagee and make them available to the Mortgagee at a place
reasonably convenient to both parties to be designated by Mortgagee or the Mortgagee. Upon a default under this Mortgage, Mortgagee shall have the right to take possession
of such items of the Property as Mortgagee may elect. In taking possession Mortgagee may proceed without judicial process if this can be done without breach of the peace.
Mortgagee shall have the further right to remove such items of the Property as it may choose to any location or locations selected by Mortgagee, and Mortgagor shall pay the
costs of such removal and for the storage and protection of such items immediately upon demand therefor. If Mortgagee elects to proceed under the New Jersey Uniform
Commercial Code to dispose of some of the Property, the Mortgagee shall give Mortgagor notice by certified mail, postage prepaid, return receipt requested, of the time and
place of any public sale of any of such property or of the time after which any private sale or other intended disposition thereof is to be made by sending notice to Mortgagor at
least five (5) days before the time of the sale or other disposition, which provisions for notice Mortgagor and the Mortgagee agree are reasonable; provided, however, that
nothing herein shall preclude Mortgagee from proceeding as to all the Property in accordance with the rights and remedies of Mortgagee in respect of the real property, as
provided in the New Jersey Uniform Commercial Code, as amended from time to time;

(d)
either with or without taking possession of the property, sell, lease or otherwise dispose of the Property in its then condition or following such
preparation as Mortgagee deems advisable;
(e)
either with or without entering upon or taking possession of the Property and without assuming any obligations of Mortgagor, thereunder, exercise
the rights of Mortgagor under, use or benefit from, any of the contracts, leases or intangible property;
(f)
may enter and take possession of the Property and may exclude Mortgagor, its agents and servants, wholly therefrom, and having and holding the
same, may use, operate, manage and control the Property or any part thereof, and upon every such entry Mortgagee, at the expense of Mortgagor and of the Property, from
time to time may make all necessary or proper repairs, renewals, replacements and useful or required alterations, additions, betterments and improvements to and upon the
Property as to it may seem judicious and pay all costs and expenses of so taking, holding and managing the same, including reasonable compensation to its employees and
other agents (including, without limitation, attorney’s fees and management and rental commissions) and any taxes, assessments and other charges prior to the legal operation
and effect of this Mortgage which Mortgagee may deem it wise or desirable to pay, and in such case Mortgagee shall have the right to manage the Property and to carry on the
business and exercise all rights and powers of Mortgagor, either in the name of Mortgagor, or otherwise, as Mortgagee shall deem advisable; and Mortgagee shall be entitled
to collect and receive all rents thereof and therefrom. The taking of possession and collection of rents by Mortgagee shall not be construed to be an affirmation of any lease
or acceptance of attornment with respect to any lease of all or any portion of the Property. After deducting the expenses of operating the Property and of conducting the
business thereof, and of all repairs, maintenance, renewals, replacements, alterations, additions, betterments, improvements and all payments which it may be required or may
elect to make for taxes or other proper charges on the Property, or any part thereof, as well as just and reasonable compensation for all its employees and other agents
(including, without limitation, attorney’s fees and management and rental commissions) engaged and employed, the moneys arising as aforesaid shall be applied to the
indebtedness secured hereby. Whenever all that is due upon the principal of and interest on the Note and under any of the terms of this Mortgage shall have been paid and all
defaults made good, Mortgagee shall surrender possession to Mortgagor. The same right of entry, however, shall exist if any subsequent Event of Default shall occur.
Mortgagee may, in person, by agent or by court-appointed receiver, enter upon, take possession of, and maintain full control of the Property in order to perform all acts
necessary or appropriate to complete construction of the improvements and to maintain and operate the Property, including, but not limited to, the execution, cancellation or
modification of leases, the making of repairs to the Property and the execution or termination of contracts providing for the construction, management or maintenance of the
Property, all of such terms as Mortgagee, in its sole discretion, deems proper or appropriate;
(g)
proceed by a suit or suits in law or in equity or by other appropriate proceeding to enforce payment of the Note and/or the Guarantee, or the
performance of any term, covenant, condition or agreement of this Mortgage and Security Agreement or any of the other Loan Documents, or any other right, and to pursue
any other remedy available to it, all as Mortgagee shall determine most effectual for such purposes;
(h)
institute and maintain such suits and proceedings as Mortgagee may deem expedient to prevent any impairment of the Property by any acts which
may be unlawful or in violation of this Mortgage and Security Agreement, to preserve or protect its interest in the Property and the revenues arising out of or in connection
with the Property, and to restrain the enforcement of or compliance with any legislation or other governmental enactment, rule or order that would impair the security
hereunder or be prejudicial to the interest of Mortgagee;
(i)
(j)
laws of New Jersey;

apply all or any portion of the Property, or the proceeds thereof, towards (but not necessarily in complete satisfaction of) the indebtedness;
foreclose any and all rights or Mortgagor in and to the Property, whether by sale, entry or in any other manner provided for hereunder or under the

(k)
in the case of any receivership, insolvency, bankruptcy, reorganization, arrangement, adjustment, composition or other proceeding affecting
Mortgagor or the creditors or property of Mortgagor, Mortgagee, to the extent permitted by law, shall be entitled to file such proofs of claim and other documents as may be
necessary or advisable in order to have the claims of Mortgagee allowed in such proceedings for the entire amount of the indebtedness at the date of the institution of such
proceedings and for any additional portion of the indebtedness accruing after such date;
(l)

exercise of any right or remedy of mortgagee or secured party under the laws of New Jersey.

4.3
Appointment of a Receiver. Until one or more of the Events of Default shall occur (but not thereafter), Mortgagor shall have possession of the Property
and shall have the right to use and enjoy the same and to receive the rents thereof and therefrom. If one or more of the Events of Default shall occur, and without the

requirement of any other showing, Mortgagee shall be entitled as a matter of right and to the extent permitted by law, without notice to Mortgagor, and without regard to the
adequacy of the security, to the immediate appointment of a receiver of the Property and of the rents thereof and therefrom, in an ex parte proceeding with all such other
powers as the court or courts making such appointment shall confer, and the rents thereof and therefrom are hereby assigned to Mortgagee as additional security under this
Mortgage. Mortgagor shall deliver to the receiver appointed pursuant to the provisions of this Section, or to Mortgagee in the event of entry pursuant to the terms of the
preceding Section, all original records, books, bank accounts, leases, agreements, security deposits of the tenants and all other materials relating to the operation of the
Property.
4.4

Foreclosure Sale.

(a)
If one or more of the Events of Default shall occur, the Mortgagee shall sell and in the case of default of any purchaser or purchasers shall resell all
the Property as an entirety, or in such parcels and in such order as Mortgagee shall in writing request, or, in the absence of such request, as the Mortgagee may determine
(Mortgagor hereby waiving for itself and for any person claiming by or through it application of the doctrine of marshalling of assets), at public auction at some convenient
place or places in the jurisdiction in the state where the Property is situate, or in such other place or places as may be permitted by law, at such time, in such manner and upon
such terms as the Mortgagee may fix and briefly specify in each notice of sale, which notice of sale shall state the time when, and the place where, the same is to be made,
shall contain a brief general description of the property to be sold, and shall be sufficiently given if published as frequently and in such publication as may be required by law,
and Mortgagee may cause such further public advertisement to be made as they may deem advisable, and any such sale may be adjourned by the Mortgagee by announcement
at the time and place appointed for such sale or for such adjourned sale, and, without further notice or publication, such sale may be made at the time and place to which the
same shall be so adjourned. If one or more leases are entered into or recorded subsequent to the recording of this Mortgage or are otherwise subordinate to this Mortgage, the
Mortgagee shall sell, subject to any one or more of such tenancies that are designated and selected by Mortgagee.
(b)
Upon the completion of any sale and compliance with all the terms thereof, the Mortgagee shall execute and deliver to the purchaser or purchasers
a good and sufficient deed of conveyance, assignment and transfer, lawfully conveying, assigning and transferring the property sold. Payment to the Mortgagee of the entire
purchase money shall be full and sufficient discharge of any purchaser or purchasers of the property, sold as aforesaid, for the purchase money; and no such purchaser, or his
representatives, successors or assigns, after paying such purchase money and receiving the deed shall be bound to see to the application of such purchase money.
(c)
In the case of any sale of the Property or of any part thereof, whether under the power of sale herein granted, assent to decree or through other
judicial proceedings, the purchase money, proceeds and avails thereof, together with any other sums which may then be held as security hereunder or be due under any of the
provisions hereof as a part of the Property, shall be applied as follows:

FIRST, to pay all proper costs, charges, fees and expenses, including the fees and costs herein provided for and to pay the costs of appraisals of the Property
and the costs of title examination; and to pay or repay to Mortgagee all moneys advanced by them or either of them for taxes, insurance or otherwise, with interest
thereon as provided herein; and to pay all taxes due upon the Property at the time of sale; and to pay any other lien or encumbrance prior to the legal operation and
effect of this Mortgage unless said sale is made subject to any such taxes or other lien or encumbrance; and to pay a counsel fee of One thousand Five hundred Dollars
($1,500.00) for conducting the proceedings if without contest, but if legal services are rendered to Mortgagee in connection with any contested matter in the
proceedings, then such additional counsel fees and expenses shall be allowed out of the proceeds of sale or sales as the court may deem proper; and to pay additional
reasonable counsel fees, if any, incurred as a result of representing Mortgagee’s interest in any proceedings on behalf of any Mortgagor before any United States
Bankruptcy Court or similar State insolvency proceedings; and also to pay a commission to the auctioneer or other party making the sale equal to five percent (5%) of
the gross sale price;
SECOND, to pay whatever may then remain unpaid under the Note and the interest thereon to the date of payment, whether the same shall be due or not, it
being agreed that the Note shall, upon such sale being made before the maturity of the Note, be and become immediately due and payable at the election of Mortgagee
and to pay all of the indebtedness secured hereby;
THIRD, to pay the remainder of said proceeds, if any, less the expense, if any, of obtaining possession, to Mortgagor or other party lawfully entitled to receive
the same, upon the delivery and surrender of possession of the Property sold and conveyed and delivery of all records, books, bank accounts, leases, agreements,
security deposits of the tenants and all other material relating to the operation of the Property to the said purchaser or purchasers.
(d)
Immediately upon the filing or docketing of suit preliminary to a foreclosure sale of the Property, or any part thereof under this Mortgage, there
shall be and become due and owing by Mortgagor, an auctioneer’s commission on the total amount of the indebtedness secured hereby equal to two and one-half percent (2
½%), and Mortgagee shall not be required to receive the principal and interest in satisfaction of the indebtedness secured hereby, but said sale may be proceeded with unless,
prior to the day appointed therefor, tender is made of said principal, interest, commissions and all expenses and costs incident to such sale and all other sums that are part of
the indebtedness secured hereby.
(e)
Mortgagee may bid and become the purchaser at any sale under this Mortgage. If Mortgagee is the purchaser at any such sale, Mortgagee may
apply the outstanding indebtedness against all or any portion of the purchase price, including the deposit.
4.5

Collection of Revenues. In connection with the exercise by Mortgagee of the rights and remedies provided for in subsection 4.2(b) hereof:

(a)
Mortgagee may notify any tenant, lessee or licensee of the Property, either in the name of the Mortgagee or Mortgagor, to make payment of
Revenues directly to Mortgagee or Mortgagor’s agents, may advise any person of Mortgagee’s interest in and to the revenues arising out of or in connection with the Property
and may collect directly from such tenants, lessees and licensees all amounts due on account of such revenues;
(b)
At Mortgagee’s request, Mortgagor will provide written notification to any or all tenants, lessees and licensees of the property concerning
Mortgagee’s interest in the revenues arising out of or in connection with the Property and will request that such tenants, lessees and licensees forward payment thereof directly
to Lender;

(c)
Mortgagor shall hold any proceeds and collections of any of the revenues arising out of or in connection with the Property in trust for Mortgagee
and shall not commingle such proceeds or collections with any other funds of Mortgagor; and
(d)
Mortgagor shall deliver all such proceeds to Mortgagee immediately upon the receipt thereof by Mortgagor in the identical form received, but duly
endorsed or assigned on behalf of Mortgagor to Mortgagee.
4.6
Use and Occupation of Property. In connection with the exercise of Mortgagee’s rights under subsection 4.2(f), Mortgagee may enter upon, occupy, and
use all or any part of the Property and may exclude Mortgagor from the Land and the Improvements thereon or portion thereof as may have been so entered upon, occupied,
or used. Mortgagee shall not be required to remove any personal Property from the Land and the Improvements upon Mortgagee’s taking possession thereof, and may render
any personal Property unusable to Mortgagor. In the event Mortgagor manages the Land and the improvements thereon in accordance with subsection 4.2(f) herein,
Mortgagor shall pay to Mortgagee on demand a reasonable fee for the management thereof in addition to the indebtedness. Further, Mortgagee may construct such
improvements on the Land or make such alterations, renovations, repairs, and replacements to the Improvements, as Mortgagee, in its sole discretion, deems proper or

appropriate. The obligation of Mortgagor to pay such amounts and all expenses incurred by Mortgagee in the exercise of its rights hereunder shall be included in the
indebtedness and shall accrue interest at the default rate of interest stated in the Note.
4.7
Partial Sales. Mortgagor agrees that in case Mortgagee, in the exercise of the power of sale contained herein or in the exercise of any other rights
hereunder given, elects to sell in parts or parcels, said sales may be held from time to time and that the power shall not be exhausted until all of the Property not previously
sold shall have been sold, notwithstanding that the proceeds of such sales exceed, or may exceed, the indebtedness.
4.8
Assembly of Property. Upon the occurrence of any Event of Default, Mortgagee may require Mortgagor to assemble the Property and make it available to
Mortgagee, at Mortgagor’s sole risk and expense, at a place or places to be designated by Mortgagee which are reasonably convenient to both Mortgagee and Mortgagor.
4.9
Power of Attorney. Upon the occurrence of any Event of Default, Mortgagor hereby irrevocably constitutes and appoints Mortgagee as Mortgagor’s true
and lawful attorney in fact to take any action with respect to the Property to preserve, protect, or realize upon Mortgagee’s interest therein, each at the sole risk, cost and
expense of Mortgagor, but for the sole benefit of Mortgagee. The rights and powers granted Mortgagee by the within appointment include, but are not limited to, the right and
power to: (a) prosecute, defend, compromise, settle, or release any action relating to the Property; (b) endorse the name of Mortgagor in favor of Mortgagee upon any and all
checks or other items constituting revenues arising out of or in connection with the Property; (c) sign and endorse the name of Mortgagor on, and to receive as secured party,
any of the Property; (d) sign and file or record on behalf of Mortgagor any financing or other statement in order to perfect or protect Mortgagee’s security interest; (e) enter
into any contracts or agreements relative to, and to take all action deemed necessary in connection with, the construction of any improvements on the Land; (g) manage,
operate, maintain or repair the Land and the improvements; and (h) exercise the rights of Mortgagor under any contracts, leases or intangible personal property. Mortgagee
shall not be obligated to perform any of such acts or to exercise any of such powers, but if Mortgagee elects so to perform or exercise, Mortgagee shall not be accountable for
more than it actually receives as a result of such exercise of power, and shall not be responsible to Mortgagor except for Mortgagee’s willful misconduct or gross negligence.
All powers conferred upon Mortgagee by this Mortgage and Security Agreement, being coupled with an interest, shall be irrevocable until terminated by a written instrument
executed by a duly authorized officer of the Mortgagee.

ARTICLE 5. MISCELLANEOUS
5.1
Mortgagee. The Mortgagee shall be protected in acting upon any notice, request, consent, demand, statement, note or other paper or document believed by
them to be genuine and to have been signed by the party or parties purporting to sign the same. The Mortgagee shall not be liable for any error of judgment, nor for any act
done or step taken or omitted, nor for any mistake of law or fact, nor for anything which they may do or refrain from doing in good faith nor generally shall a Mortgagee have
any accountability hereunder except for his own individual willful default.
5.2
Estoppel Certificates. Mortgagor, upon request, made either personally or by mail, shall, within six (6) days in case the request is made personally, or
within ten (10) days after the mailing of such request in case the request is made by mail, certify, by a writing duly acknowledged, to Mortgagee or to any proposed assignee
of the Note, the amount of principal and interest then owing on the Note and whether any offsets or defenses exist against the indebtedness secured hereby. At the request of
Mortgagee, such certificate shall also contain a statement that Mortgagor knows of no Event of Default nor of any other default which, after notice or lapse of time or both,
would constitute an Event of Default, which has occurred and remains uncured as of the date of such certificate, or, if any such Event of Default or other default has occurred
and remains uncured as of the date of such certificate, then such certificate shall contain a statement specifying the nature thereof, the time for which the same has continued
and the action which Mortgagor has taken or proposes to take with respect thereto.
5.3
Subrogation. This Mortgage and the Mortgagee, as additional security, are hereby subrogated to the lien or liens and to the rights of the owners and
holders thereof of each and every mortgage, lien or other encumbrance on the Property, or any part thereof, or any claim or demand which is paid or satisfied, in whole or in
part, out of the proceeds of the indebtedness secured hereby and the respective liens of said mortgages, liens and other encumbrances and claims and demands shall pass to
and be held by the Mortgagee as additional security for the indebtedness to Mortgagee to the same extent that they would have been preserved and would have been passed to
and been held by Mortgagee had they each been duly and regularly assigned, transferred, set over and delivered to Mortgagee by separate deed of assignment,
notwithstanding the fact the same may be or may have been satisfied and cancelled of record, it being the intention of the parties hereto that the same will be satisfied and
cancelled of record at or about the time they are paid or satisfied out of the proceeds of the Loan.
5.4
Notices. Unless specifically provided otherwise in this Mortgage or by law, any notice required or permitted by or in connection with this Mortgage shall
be in writing and shall be made by facsimile or by hand delivery, by overnight delivery service, or by certified mail, unrestricted delivery, return receipt requested, postage
prepaid, addressed to Mortgagee or Mortgagor at the appropriate address set forth above or to such other address as may be hereafter specified by written notice by Mortgagee
or Mortgagor. Notice shall be considered given as of the date of the facsimile or the hand delivery, one (1) calendar day after delivery to the overnight delivery service, or
three (3) calendar days after the date of mailing, independent of the date of actual delivery or whether delivery is ever in fact made, as the case may be, provided the giver of
notice can establish that notice was given as provided herein.
5.5
Legal Construction. This Mortgage shall be construed according to the laws of New Jersey (excluding New Jersey conflict of laws) and any court of
competent jurisdiction of New Jersey shall have jurisdiction in any proceeding instituted to enforce this Mortgage and any objections to venue are hereby waived.
5.6
Usury Limitations. No provision of this Mortgage shall require the payment or permit the collection of interest or other sum in excess of the maximum
permitted by applicable law, including a judicial determination. If any excess of interest or other sum in such respect is herein provided for, or shall be adjudicated to be so
provided for herein, neither Mortgagor nor its successors or assigns shall be obligated to pay such interest or other sum in excess of the amount permitted by applicable law,
including a judicial determination, and the right to demand the payment of any such excess shall be and hereby is waived. The provisions of this Section shall control all other
provisions of this Mortgage.
5.7
Recording. Mortgagor covenants and agrees to promptly cause all documents required by Mortgagee to be properly recorded or filed, including this
Mortgage, and to pay all fees, taxes and

expenses incident thereto. Mortgagor shall hold harmless and indemnify Mortgagee against any liability incurred by reason of the imposition of any fee, tax or charge on the
making and recording of this Mortgage.
5.8

Rights of Mortgagee.

(a)
Rights Not Limited. The rights, powers, privileges and discretions (hereinafter collectively called the “rights”) specifically granted to the
Mortgagee and those specifically granted to Mortgagee under this Mortgage are not in limitation of but in addition to those to which they are entitled under any general or
local law relating to and mortgages in New Jersey, now or hereafter existing.
(b)

Benefit to Successors and Assigns. The rights to which Mortgagee may be entitled shall inure to the benefit of its successors and assigns.

(c)

Rights Cumulative. All the rights of Mortgagee are cumulative and not alternative and may be enforced successively or concurrently.

5.9
No Waiver. Failure of Mortgagee to exercise any of their rights shall not impair any of their rights nor be deemed a waiver thereof, and no waiver of any
of their rights shall be deemed to apply to any other such rights, nor shall it be effective unless in writing and signed by the party waiving the right. The acceptance by
Mortgagee of any partial payment after default or an Event of Default, with or without knowledge of the default or Event of Default, shall not be a waiver of the default or
Event of Default unless Mortgagee shall specifically state in writing that the acceptance waives the default or Event of Default or states further conditions which must be
satisfied to constitute such a waiver. The failure of Mortgagee to exercise the option for acceleration of maturity, foreclosure, or either, following an Event of Default or to
exercise any other option or privilege granted to Mortgagee hereunder in any one or more instances, shall not constitute a waiver of any such default, but such option or
privilege shall remain continuously in force.
5.10
Mutual Waiver of Jury Trial. Mortgagor and Mortgagee (by acceptance of this Mortgage) each, on behalf of itself and its successors and assigns,
WAIVES to the fullest extent permitted by law all right to TRIAL BY JURY of any and all claims between them arising under this Mortgage, the Note, the Loan Agreement,
or any other Loan Documents, and any and all claims arising under common law or under any statute of any state or the United States of America, whether any such claims be
now existing or hereafter arising, now known or unknown. In making this waiver Mortgagee and Mortgagor acknowledge and agree that any and all claims made by
Mortgagee and all claims made against Mortgagee shall be heard by a judge of a court of proper jurisdiction, and shall not be heard by a jury. Mortgagee and Mortgagor
acknowledge and agree that THIS WAIVER OF TRIAL BY JURY IS A MATERIAL ELEMENT OF THE CONSIDERATION FOR THIS TRANSACTION. Mortgagee
and Mortgagor, with advice of counsel, each acknowledges that it is knowingly and voluntarily waiving a legal right by agreeing to this waiver provision.
5.11
Waiver by Mortgagor. Mortgagor waives, on behalf of itself and all persons now or hereafter interested in the Property, all rights under all appraisement,
homestead, moratorium, valuation, redemption, exemption, stay, extension and marshalling statutes, laws or equities now or hereafter existing and agrees that no defense
based on any thereof will be asserted in any action enforcing this Mortgage.
5.12
Secondary Market Cooperation. Mortgagor acknowledges that Mortgagee may (a) sell this Mortgage, the Note and the other Loan Documents to one or
more investors as a whole loan, (b) participate the Loan to one or more investors, (c) deposit this Mortgage, the Note, the Guarantee and the other Loan Documents with a
trust, which trust may sell certificates to investors evidencing an ownership interest in the trust assets or (d) otherwise sell the Loan or interest therein to investors (the
transactions referred to in clauses (a) through (d) are hereinafter referred to as “Secondary Market Transactions”). Mortgagor shall cooperate in good faith with Mortgagee
in effecting any such Secondary Market Transaction and shall cooperate in good faith to implement all requirements imposed by any rating agency involved in any Secondary
Market Transaction including, without limitation, all structural or other changes to the Loan, modifications to any documents evidencing or securing the Loan, delivery of
opinions of

counsel acceptable to the rating agency and addressing such matters as the rating agency may require; provided, however, Mortgagor shall not be required to modify any
documents evidencing or securing the Loan which would modify (i) the interest rate payable under the Note, (ii) the stated maturity of the Note, (iii) the amortization of
principal of the Note, or (iv) any other material economic term of the Loan. Mortgagor shall provide such information and documents relating to Mortgagor, any guarantor of
Mortgagor, the Property and any tenant of the Property as Mortgagee may reasonably request in connection with a Secondary Market Transaction. Mortgagee shall have the
right to provide to prospective investors any information in its possession, including, without limitation, financial statements relating to Mortgagor, any guarantor of
Mortgagor, the Property and any tenant of the Property. Mortgagor acknowledges that certain information regarding the Loan and the parties thereto and the Property may be
included in a private placement memorandum, prospectus or other disclosure documents.
5.13
Indemnification. Mortgagee shall not be obligated to perform or discharge any obligation or duty to be performed or discharged by Mortgagor under any
lease. Mortgagor shall indemnify the Mortgagee for and save them harmless from any and all liability arising from any lease or assignment of a lease as security under this
Mortgage. Mortgagee shall not have any responsibility for the control, care, management or repair of the Property or be liable for any negligence in the management,
operation, upkeep, repair or control of the Property resulting in loss or injury or death to any lessee or any other person or entity. The obligations and liabilities of Mortgagor
under this paragraph shall survive any termination, satisfaction or assignment of this Mortgage and the exercise by Mortgagee of any of its rights or remedies hereunder
including, without limitation, the acquisition of the Property by foreclosure or a conveyance in lieu of foreclosure.
5.14
Binding Effect. The terms and conditions agreed to by Mortgagor and the covenants of Mortgagor shall be binding upon the personal representatives,
successors and assigns of Mortgagor and of each of them, but this provision does not waive any prohibition of assignment or any requirement of consent to an assignment
under the other provisions of this Mortgage; any consent to an assignment shall not be consent to any further assignment, each of which must be specifically obtained in
writing.
5.15

Recitals. The recitals of this Mortgage are incorporated herein and made a part hereof.

5.16

Number and Gender. Wherever used herein the singular shall include the plural and the plural the singular, and the use of any gender shall include all

genders.
5.17
Time of Essence. Time is of the essence of the obligations of Mortgagor in this Mortgage and each and every term, covenant and condition made herein by
or applicable to Mortgagor.
5.18
Captions. The captions of the Sections of this Mortgage are for the purpose of convenience only and are not intended to be a part of this Mortgage and
shall not be deemed to modify, explain, enlarge, or restrict any of the provisions hereof.
5.19.
Severability. If any provision of this Mortgage or the application thereof to any person or circumstance shall be invalid, inoperative or unenforceable to
any extent, the remainder of this Mortgage and the application of such provisions to other persons or circumstances shall not be affected thereby and shall be valid, operative
and enforceable to the greatest extent permitted by law.
5.20.
Execution of Counterparts. This Mortgage may be executed in any number of counterparts and each of such counterparts shall for all purposes be deemed
to be an original and all such counterparts shall together constitute but one and the same Mortgage.
5.21.
Security Agreement. Mortgagor has executed this instrument as a Debtor under the Uniform Commercial Code of the state in which the Property is
located. This Mortgage shall constitute and be a security agreement and financing statement under the laws of such state.

ARTICLE 6. ADDITIONAL COVENANTS
6.1

Leases of the Property.

6.1.1
Compliance with Leases. Mortgagor shall carry out all of its agreements and covenants as landlord contained in any leases (which word when
used in this Mortgage shall include, without limitation, all agreements, licenses, contracts, reservations, accounts, and permits affecting all or any part of the Property) and not
permit a lien or other encumbrance superior to such leases other than this Mortgage. No lease shall include any space, or grant to any tenant any right or interest in any area
outside of the limits of the Property. Upon demand of Mortgagee, Mortgagor shall furnish Mortgagee an executed copy of each lease immediately upon its execution. All
future leases shall be written on the standard form accepted by Mortgagee, with only such changes as Mortgagee shall have approved in writing or on a lease agreement

approved by Mortgagee.
6.1.2
Assignment of Leases. Mortgagor hereby grants, conveys, assigns, and transfers unto the Mortgagee, for the benefit of Mortgagee, all the right,
title, interest and privileges which Mortgagor has or may hereafter have in any and all of said leases now existing or hereafter made affecting all or a part of the Property, as
said leases may have been or may from time to time be hereafter modified, extended or renewed with all the rents (which word when used in this Mortgage shall include,
without limitation, all income and profits) due and becoming due therefrom and including without limitation the right of Mortgagee to inspect the leased areas and books and
records of tenants. Mortgagor shall, upon written request by Mortgagee, execute assignments (in any form customarily used by Mortgagee) of any present or future leases,
together with the rents due and becoming due therefrom, which affect in any way all or any part of the Property. No such assignment made or required hereby shall be
construed as a consent by Mortgagee to any lease or to impose on Mortgagee any obligation with respect thereto. Mortgagor shall not make any other assignment,
hypothecation or pledge of any rents under any lease of part or all of the Property. Mortgagor shall not, without the prior written approval of Mortgagee, cancel any of the
leases, nor terminate or accept a surrender thereof, nor reduce the payment of rent thereunder, nor modify any of said leases, nor accept any prepayment of rent other than the
usual prepayment as would result from the acceptance by landlord more than fifteen (15) days before the first day of each month for the ensuing month under leases approved
by Mortgagee according to the terms of such leases. The covenants and restrictions of this subsection shall be deemed covenants and restrictions running with the land.
6.1.3
Limitation on Subordinate Lienors. Mortgagor covenants that Mortgagee of any subordinate lien shall have no right, and shall acquire no right,
to terminate or modify any lease affecting the Property whether or not such lease is subordinate to the legal operation and effect of this Mortgage.
6.1.4
Deposit of Rents. All payments, including security deposits, under any lease received by Mortgagor shall be deemed held by Mortgagor in trust
for the payment of the indebtedness secured hereby. Mortgagor shall deposit in a non-interest bearing account or accounts with Mortgagee all payments (except security
deposits made under residential leases, if any) made under all leases, which sums, subject to the rights of the tenants therein, may be used by Mortgagor in the ordinary course
of Mortgagor’s business to the extent permitted by law, until one or more of the Events of Default shall occur, but not thereafter.
6.1.5
Assignment of Bankruptcy Awards. Mortgagor hereby assigns to the Mortgagee any award made hereafter to it in any court procedure
involving any of the tenants in any bankruptcy, insolvency or reorganization proceeding in any state or federal court and any and all payments by any tenant in lieu of rent.
6.1.6
Limitation of Liability under Leases. The Mortgagee shall not be obligated to perform or discharge any obligation or duty to be performed or
discharged by Mortgagor under any lease; and Mortgagor hereby agrees to indemnify the Mortgagee for and to save them harmless from, any and all liability arising from any
lease, or this assignment thereof and this assignment shall not place the responsibility for the control, care, management or repair of the Property upon the Mortgagee, nor
make said Mortgagee liable for any negligence in the management, operation, upkeep, repair or control of the Property resulting in loss or injury or death to any tenant, agent,
guest, or stranger.

6.1.7
Security Deposits. Mortgagor shall deposit in an account or accounts with Mortgagee or its designee, under the depository’s standard program for
such accounts, all security deposits made under residential leases which sums, subject to the rights of the tenants therein, may be used by Mortgagor in the ordinary course of
Mortgagor’s business to the extent permitted by law, until one or more of the Events of Default shall occur, but not thereafter. All such deposits shall be the continuing
responsibility of Mortgagor, and Mortgagor shall comply with all applicable requirements of state and local law where the Property is located.
6.2

Environmental Covenants.

6.2.1
No Substances Present. Mortgagor hereby represents and warrants to Mortgagee that, after a due and diligent investigation, to the best of its
knowledge, there are not now and have never been any materials or substances located on or near the Property that, under federal, state, or local law, statute, ordinance, or
regulation, or administrative or court order or decree, or private agreement (collectively, the “Environmental Laws”), are regulated as to use, generation, collection, storage,
treatment, or disposal (such materials or substances are hereinafter collectively referred to as “Substances”). The term “Substances” includes any materials or substances
whose release or threatened release may pose a risk to human health or the environment or impairment of property values and shall also include without limitation (i) asbestos
in any form, (ii) urea formaldehyde foam insulation, (iii) paint containing lead, (iv) transformers or other equipment which contains dielectric fluid containing levels of
polychlorinated biphenyls of 50 parts per million or more, and (v) petroleum in any form. Mortgagor further represents and warrants to Mortgagee that the Property is not
now being used nor has it ever been used in the past for any activities involving the use, generation, collection, storage, treatment, or disposal of any Substances. Mortgagor
will not place or permit to be placed any Substances on or near the Property except for those Substances that are typically used in the operation of Mortgagor’s business
provided the same are in appropriately small quantities and are stored, used, and disposed of properly; or Substances that are approved in writing by Mortgagee.
6.2.2
Acting Upon Presence of Substances. Mortgagor hereby covenants and agrees that, if at any time (i) Substances are spilled, emitted, disposed, or
leaked in any amount; or (ii) it is determined that there are Substances located on, in, or under the Property other than those of which Mortgagee has approved in writing or
which are permitted to be used on the Property without Mortgagee’s written approval pursuant to subsection 6.2.1 of this Section, Mortgagor shall immediately notify
Mortgagee and any authorities required by law to be notified, and shall, within thirty (30) days thereafter or sooner if required by Mortgagee or any governmental authority,
take or cause to be taken, at Mortgagor’s sole expense, such action as may be required by Mortgagee or any governmental authority. If Mortgagor shall fail to take such
action, Mortgagee may make advances or payments towards performance or satisfaction of the same but shall be under no obligation so to do; and all sums so advanced or
paid, including all sums advanced or paid in connection with any investigation or judicial or administrative proceeding relating thereto, including, without limitation,
reasonable attorneys’ fees, expert fees, fines, or other penalty payments, shall be at once repayable by Mortgagor and shall bear interest at the Default Rate, from the date
advanced or paid by Mortgagee until the date paid by Mortgagor to Mortgagee, and all sums so advanced or paid, with interest as aforesaid, shall become a part of the
indebtedness secured hereby.
6.2.3
Environmental Audits. Mortgagor, promptly upon the written request of Mortgagee from time to time, shall provide Mortgagee, at Mortgagor’s
expense, from time to time with an environmental site assessment or environmental audit report, or an update of such an assessment or report, all in scope, form, and content
satisfactory to Mortgagee.
6.2.4
Environmental Notices. Mortgagor shall furnish to Mortgagee duplicate copies of all correspondence, notices, or reports it receives from any
federal, state, or local agency or any other person regarding environmental matters or Substances at or near the Property, immediately upon Mortgagor’s receipt thereof.

6.2.5
Condition of Property. Mortgagor hereby represents and warrants that there are no wells or septic tanks on the Property serving any other
property; no wells or septic tanks on other property serving the Property; no burial grounds, archeological sites, or habitats of endangered or threatened species on the
Property; and that no part of the Property is subject to tidal waters; has been designated as wetlands by any federal, state, or local law or governmental agency; or is located in
a special flood hazard area.
6.2.6

Environmental Indemnity.

6.2.6.1 Mortgagor shall at all times indemnify and hold harmless Mortgagee against and from any and all claims, suits, actions, debts, damages,
costs, losses, obligations, judgments, charges, and expenses, of any nature whatsoever suffered or incurred by Mortgagee, whether as beneficiary of this Mortgage, as
mortgagee in possession, or as successor-in-interest to Mortgagor by foreclosure deed or deed in lieu of foreclosure, under or on account of the Environmental Laws or any
similar laws or regulations, including the assertion of any lien thereunder, with respect to:

(a)
any discharge of Substances, the threat of a discharge of any Substances, or the presence of any Substances affecting the Property whether
or not the same originates or emanates from the Property or any contiguous real estate including any loss of value of the Property as a result of any of the foregoing;
(b)
any costs of removal or remedial action incurred by the United States Government or any costs incurred by any other person or damages
from injury to, destruction of, or loss of natural resources, including reasonable costs of assessing such injury, destruction or loss incurred pursuant to any Environmental
Laws;
(c)
liability for personal injury or property damage arising under any statutory or common law tort theory, including, without limitation,
damages assessed for the maintenance of a public or private nuisance or for the carrying on of an abnormally dangerous activity at or near the Property; and/or
(d)
any other environmental matter affecting the Property within the jurisdiction of the Environmental Protection Agency, any other federal
agency, or any state or local environmental agency.
Mortgagor’s obligations under this Agreement shall arise upon the discovery of the presence of any Substance, whether or not the Environmental Protection Agency, any
other federal agency or any state or local environmental agency has taken or threatened any action in connection with the presence of any Substances.
7.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)

When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in accordance with federal
law.

b)

Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice, foreclosing liens, and other
purposes. By using these procedures, SBA does not waive any federal immunity from local or state control, penalty, tax or liability. No Borrower or
Guarantor may claim or assert against SBA any local or state law to deny any obligation of Borrower, or defeat any claim of SBA with respect to
this Loan.

Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.
IN WITNESS WHEREOF, Mortgagor has caused this Mortgage to be duly executed on its behalf and its seal to be hereunto affixed as of the date first
above written.
/s/ Brian Conners
Brian Todd Conners, individually
State/Commonwealth of New Jersey
County of Burlington
On this, the 10th day of March, 2011, before me Lisa Viscusi, the undersigned officer, personally appeared Brian Todd Conners known to me (or satisfactorily
proven) to be the person(s) whose name(s) is/are subscribed to the within instrument, and acknowledged that he/she/they executed the same for the purposes therein
contained.
In witness whereof, I hereunto set my hand and official seal.
/s/ Denise Cascio
Notary Public

EXHIBIT A
PROPERTY DESCRIPTION

EXHIBIT B
PERMITTED ENCUMBRANCES
First mortgage in favor of ING Bank in the original amount of $339,920.00 dated 6/26/03 and recorded 7/19/03 in book 7122 page 5
Second mortgage in favor of Quicken Loans Inc. in the original amount of $90,000.00 dated 6/15/04 and recorded 7/6/04 in book 7504 page 1634 (currently serviced by
E*TRADE Bank)
Pari passu mortgages in favor of Susquehanna Bank dated of even date herewith in the original amounts of $2,100,000.00 and $1,400,000.00

SECURITY AGREEMENT - COMMERCIAL
th

This Security Agreement - Commercial (“Security Agreement”) is executed, made and delivered this 10th day of March, 2011 by Appliance Recycling Centers of
America, Inc. (herein the “Debtor”), whose address is 7400 Excelsior Boulevard, Minneapolis, MN 55426, for the benefit of Susquehanna Bank, a Pennsylvania statechartered commercial banking corporation (the “Secured Party”), whose address is 159 E. High Street, Pottstown, PA 19464.
FOR VALUE RECEIVED, the receipt, adequacy and sufficiency of which are hereby acknowledged, Debtor grants to Secured Party the security interest (and the
pledges and assignments as applicable) hereinafter set forth and agrees with Secured Party as follows:
A.
OBLIGATIONS SECURED. The security interest and pledges and assignments as applicable granted hereby are to secure punctual payment and
performance of the following (i) a certain promissory note from ARCA Advanced Processing, LLC, the (“Borrower”) of even date herewith in the original principal sum of
One Million Two Hundred Fifty Thousand Dollars and No Cents ($1,250,000.00) and payable to the order of Secured Party (the “Note”), and any and all extensions,
renewals, modifications and rearrangements thereof; and (ii) any and all other indebtedness, liabilities and obligations whatsoever of Debtor to Secured Party whether direct or
indirect, absolutely or contingent, primary or secondary, due or to become due and whether now existing or hereafter arising and howsoever evidenced or acquired, whether
joint or several, or joint and several (all of which are herein separately and collectively referred to as the “Obligations”). Debtor acknowledges that the security interest
hereby granted shall secure all future advances as well as any and all other indebtedness, liabilities and obligations of Debtor to Secured Party whether now in existence or
hereafter arising.
B.
USE OF COLLATERAL. Debtor represents, warrants and covenants that the Collateral will be used by the Debtor primarily for business, commercial, or
other similar purposes.
C.
DESCRIPTION OF COLLATERAL. Debtor hereby grants to Secured Party a security interest in (and hereby pledges and assigns as applicable) and
agrees that Secured Party shall continue to have a security interest in (and a pledge and assignment of, as applicable), the following property:
All Equipment. A security interest in all equipment, now owned or hereafter acquired by Debtor, including all appurtenances and additions thereto, and substitutions
therefor and replacement thereof, wheresoever located, including all tools, parts and accessories used in connection therewith and including but not limited to the
collateral listed on Exhibit A” attached hereto.
The term “Collateral” as used in this Agreement shall mean and include, and the security interest (and pledge and assignment as applicable) shall cover, all of the
foregoing property, as well as any accessions, additions and attachments thereto, and the proceeds and products thereof, including without limitation, all cash, general
intangibles, accounts, inventory, equipment, fixtures, farm products, notes, drafts, acceptances, securities, instruments, chattel paper, insurance proceeds payable because of
loss or damage, or other property, benefits or rights arising therefrom, and in and to all returned or repossessed goods arising from or relating to any of the property described
herein or other proceeds of any sale or other disposition of such property.
As additional security for the punctual payment and performance of the Obligations, and as part of the Collateral, Debtor hereby grants to Secured Party a security
interest in, and a pledge and assignment of, any and all money, property, deposit accounts, accounts, securities, documents, chattel paper, claims, demands, instruments, items
or deposits of the Debtor, and each of them, or to which any of them is a party, now held or hereafter coming within Secured Party’s custody or control, including without
limitation, all certificates of deposit and other depository accounts, whether such have matured or the exercise of Secured Party’s rights results in loss of interest or principal or
other penalty on such deposits, but excluding deposits subject to tax penalties if assigned. Without prior notice to or demand upon the Debtor, Secured Party may exercise its
rights granted above at any time when a default has occurred or Secured Party deems itself insecure. Secured Party’s rights and remedies under this paragraph shall be in
addition to and cumulative of any other rights or remedies at law and equity, including, without limitation, any rights of set-off to which Secured Party may be entitled.
D.

REPRESENTATIONS. WARRANTIES AND COVENANTS OF DEBTOR. Debtor

represents and warrants as follows:
1.
Ownership; No Encumbrances. Except for the security interest (and pledges and assignments as applicable) granted hereby, the Debtor is, and as
to any property acquired after the date hereof which is included within the Collateral, Debtor will be, the owner of all such Collateral free and clear from all charges, liens,
security interests, adverse claims and encumbrances of any and every nature whatsoever.
2.
No Financing Statements. There is no financing statement or similar filing now on file in any public office covering any part of the Collateral
except those already disclosed to Secured Party by the pre-closing searches, and Debtor will not execute and there will not be on file in any public office any financing
statement or similar filing except the pari passu financing statements filed or to be filed in favor of, or assigned or to be assigned on the date hereof to, Secured Party.
3.
Accuracy of Information. All information furnished to Secured Party concerning Debtor, the Collateral and the Obligations, or otherwise for the
purpose of obtaining or maintaining credit, is or will be at the time the same is furnished, accurate and complete in all material respects.
4.
Authority. Debtor has full right and authority to execute and perform this Agreement and to create the security interest (and pledges and
assignment as applicable) created by this Agreement. The making and performance by Debtor of this Agreement will not violate any articles of incorporation, bylaws or
similar document respecting Debtor, any provision of law, any order of court or governmental agency, or any indenture or other agreement to which Debtor is a party, or by
which Debtor or any of Debtor’s property is bound, or be in conflict with, result in a breach of or constitute (with due notice and/or lapse of time) a default under any such
indenture or other agreement, or result in the creation or imposition of any charge, lien, security interest, claim or encumbrance of any and every nature whatsoever upon the
Collateral, except as contemplated by this Agreement.
5.
Addresses. The address of Debtor designated at the beginning of this Agreement is Debtor’s place of business if Debtor has only one place of
business; Debtor’s chief executive office if Debtor has more than one place of business; or Debtor’s residence if Debtor has no place of business. Debtor agrees not to change
such address without advance written notice to Secured Party.
E.

GENERAL COVENANTS. Debtor covenants and agrees as follows:

1.
Operation of Collateral. Debtor agrees to maintain and use the Collateral solely in the conduct of its own business, in a careful and proper
manner, and in conformity with all applicable permits or licenses. Debtor shall comply in all respects with all applicable statutes, laws, ordinances and regulations. Debtor
shall not use the Collateral in any unlawful manner or for any unlawful purpose, or in any manner or for any purpose that would expose the Collateral to unusual risk, or to
penalty, forfeiture or capture, or that would render inoperative any insurance in connection with the Collateral.
2.
Condition. Debtor shall maintain, service and repair the Collateral so as to keep it in good operating condition. Debtor shall replace within a
reasonable time all parts that may be worn out, lost, destroyed or to otherwise rendered unfit for use, with appropriate replacement parts . Debtor shall obtain and maintain in
good standing at all times all applicable permits, licenses, registrations and certificates respecting the Collateral.
3.
Assessments. Debtor shall promptly pay when due all taxes, assessments, license fees, and governmental charges levied or assessed against Debtor
or with respect to the Collateral or any part thereof.
4.

No Encumbrances. Debtor agrees not to suffer or permit any charge, lien, security interest, adverse claim or encumbrance of any and every nature

whatsoever against the Collateral or any part thereof.
5.
No Removal. Except as otherwise provided in this Agreement, Debtor shall not remove the Collateral from the County or counties designated at
the beginning of this Agreement without Secured Party’s written consent.
6.
No Transfer. Except as otherwise provided in this Agreement with respect to inventory, Debtor shall not, without the prior written consent of
Secured Party, sell, assign, transfer, lease, charter, encumber, hypothecate or dispose of the Collateral, or any part thereof, or interest therein or offer to do any of the
foregoing.

7.
Notices and Reports. Debtor shall promptly notify Secured Party in writing of any change in the name, identity or structure of Debtor, any
charge, lien, security interest, claim or encumbrance asserted against the Collateral, any litigation against Debtor or the Collateral, any theft, loss, injury or similar incident
involving the Collateral, and any other material matter adversely affecting Debtor or the Collateral. Debtor shall furnish such other reports, information and data regarding
Debtor’s financial condition and operations, the Collateral and such other matters as Secured Party may request from time to time.
8.
Landlord’s Waivers. Debtor shall furnish to Secured Party, if requested, a landlord’s waiver of all liens with respect to any Collateral covered by
this Agreement that is or may be located upon leased premises, such landlord’s waivers to be in such form and upon such terms as are acceptable to Secured Party.
9.
Additional Filings. Debtor agrees to execute and deliver such financing statement or statements, or amendments thereof or supplements thereto, or
other documents as Secured Party may from time to time require in order to comply with the Minnesota Uniform Commercial Code (or other applicable state laws of the
jurisdiction where any of the Collateral is located) and to preserve and protect the Secured Party’s rights to the Collateral.
10.
Protection of Collateral. Secured Party, at its option, whether before or after default, but without any obligation whatsoever to do so, may
(a) discharge taxes, claims, charges, liens, security interests, assessments or other encumbrances of any and every nature whatsoever at any time levied, placed upon or
asserted against the Collateral, (b) place and pay for insurance on the Collateral, including insurance that only protects Secured Party’s interest, (c) pay for the repair,
improvement, testing, maintenance and preservation of the Collateral, (d) pay any filing, recording, registration, licensing or certificate fees or other fees and charges related
to the Collateral, or (e) take any other action to preserve and protect the Collateral and Secured Party’s rights and remedies under this Agreement as Secured Party may deem
necessary or appropriate. Debtor agrees that Secured Party shall have no duty or obligation whatsoever to take any of the foregoing action. Debtor agrees to promptly
reimburse Secured Party upon demand for any payment made or any expense incurred by the Secured Party pursuant to this authorization. These payments and expenditures,
together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under applicable laws, which Debtor agrees to pay, shall
constitute additional Obligations and shall be secured by and entitled to the benefits of this Agreement.
11.
Inspection. Debtor shall at all reasonable times allow Secured Party by or through any of its officers, agents, attorneys or accountants, to examine
the Collateral, wherever located, and to examine and make copies of or extracts from Debtor’s books and records.
12.
Further Assurances. Debtor shall do, make, procure, execute and deliver all such additional and further acts, things, deeds, interests and
assurances as Secured Party may request from time to time to protect, assure and enforce Secured Party’s rights and remedies.
13.
Insurance. Debtor shall have and maintain insurance at all times with respect to all tangible Collateral insuring against risks of fire (including socalled extended coverage), theft and such other risks as Secured Party may require, containing such terms, in such form and amounts and written by such companies as may
be satisfactory to Secured Party, all of such insurance to contain loss payable clauses in favor of Secured Party as its interest may appear. All policies of insurance shall
provide for fifteen (15) days written minimum cancellation notice to Secured Party and at the request of Secured Party shall be delivered to and held by it. Secured Party is
hereby authorized to act as attorney for Debtor in obtaining, adjusting, settling and canceling such insurance to the Obligations secured hereby whether or not such Obligations
are then due and payable. Debtor specifically authorizes Secured Party to disclose from the policies of insurance to prospective insurers regarding the Collateral.
14.
Additional Collateral. If Secured Party should at any time be of the opinion that the Collateral is impaired or insufficient, or has declined or may
decline in value, or should Secured Party deem payment of the Obligations to be insecure, then Secured Party may call for additional security satisfactory to Secured Party,
and Debtor promises to furnish such additional security forthwith. The call for additional security may be oral, by messenger or telefax, or United States mail addressed to
Debtor, and shall not affect any other subsequent right of Secured Party to exercise the same.
15.
Goods. Notwithstanding anything to the contrary contained in this agreement, if any Debtor is a “consumer” as defined Regulation AA of the
Board of Governors of the Federal Reserve System, 12 C.F.R. Part 227, or the Federal Trade Commission Credit Practices Rule, 16 C.F.R. Part 444, as applicable, no lien or
security interest created or evidenced by this agreement shall extend to or cover a non-possessory lien or security interest in “household goods,” other than a purchase money
lien or security interest, in accordance with such regulations as applicable.
F.

ADDITIONAL PROVISIONS REGARDING ACCOUNTS. The following provisions shall apply to all

accounts included within the Collateral:
1.
Definitions. The term “account”, as used in this Agreement, shall have the same meaning as set forth in the Uniform Commercial Code of
Minnesota in effect as of the date of execution hereof, and as set forth in any amendment to the Uniform Commercial Code of Minnesota to become effective after the date of
execution hereof, and also shall include all present and future notes, instruments, documents, general intangibles, drafts, acceptances and chattel paper of Debtor, and the
proceeds thereof.
2.
Additional Warranties. As of the time any account becomes subject to the security interest (or pledge or assignment as applicable) granted
hereby, Debtor shall be deemed further to have warranted as to such and all of such accounts as follows: (a) each account and all papers and documents relating thereto are
genuine and in all respects what they purport to be; (b) each account is valid and subsisting and arises out of a bona fide sale or lease of goods sold or leased and delivered to,
or out of and for services therefore actually rendered by the Debtor to, the account debtor named in the account; (c) the amount of the account represented as owing is the
correct amount actually and unconditionally owning except for normal cash discounts and is not subject to any set-offs, credits, defenses, deductions or countercharges; and
(d) Debtor is the owner thereof free and clear of any charges, liens, security interests, adverse claims and encumbrances of any and every nature whatsoever.
3.
Collection of Accounts. Secured Party shall have the right in its own name or in the name of the Debtor, whether before or after default, to require
Debtor forthwith to transmit all proceeds of collection of accounts directly to Secured Party, to demand, collect, receive, receipt for, sue for, compound and give acquittal for,
any and all amounts due or to become due on the accounts and to endorse the name of the Debtor on all Commercial paper given in payment or part payment thereof, and in
Secured Party’s discretion to file any claim or take any other action or proceeding that Secured Party, may deem necessary or appropriate to protect and preserve and realize
upon the accounts and related Collateral. Unless and until Secured Party elects to collect accounts, and the privilege of Debtor to collect accounts is revoked by Secured Party
in writing, Debtor shall continue to collect accounts, account for same to Secured Party, and shall not commingle the proceeds of collection of accounts with any funds of the
Debtor. In order to assure collection of accounts in which Secured Party has a security interest (or which have been pledged or assigned to Secured Party as applicable)
hereunder, Secured Party may notify the post office authorities to change the address for delivery of mail addressed to Debtor to such address as Secured Party may designate,

and to open and dispose of such mail and receive the collections of accounts included herewith. Secured Party shall have no duty or obligation whatsoever to collect any
account, or to take any other action to preserve or protect the Collateral; however, Debtor releases Secured Party from any claim or claims for loss or damage arising from any
act or omission of Secured Party and its officers, directors, employees or agents, should Secured Party elect to collect any account or take any possession of any Collateral.
4.
Identification and Assignment of Accounts. Upon Secured Party’s request, whether before or after default, Debtor shall take such action and
execute and deliver such documents as Secured Party may request in order to identify, confirm, mark, segregate and assign accounts and to evidence Secured Party’s interest
in same. Without limitation of the foregoing Debtor, upon request, agrees to assign accounts to Secured Party, identify and mark accounts as being subject to the security
interest (or pledge or assignment as applicable) granted hereby, mark Debtors books and records to reflect such security interests, pledges and assignments, and forthwith to
transmit to Secured Party in the form received by Debtor any and all proceeds of collection of such accounts.
5.
Account Reports. Debtor will deliver to Secured Party, as Lender may require, a written report in form and in content satisfactory to Secured
Party, showing a listing and aging of accounts and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of
the assertion by any account debtor of any set-off, defense or claim regarding an account or any other matter adversely affecting any account.
6.
Segregation of Returned Goods. Returned or repossessed goods arising from or relating to any accounts included within the Collateral shall, if
requested by Secured Party, be held separate and apart from any other property. Debtor shall as often as requested by Secured Party, but not less often than weekly, even
though no special request has been made, report to Secured Party the appropriate identifying information with respect to any such returned or repossessed goods relating to
accounts included in assignments or identifications made pursuant hereto.
7.
Right of Off-Set. Any deposit or other sums at any time credited by or due from the holder of the Obligations to Debtor or any endorser, guarantor
or surety of any of the Obligations and any securities or other property of Debtor or any endorser, guarantor or surety of any of the Obligations in the possession of the holder
of the Obligations may at all times be held and treated as additional and cumulative collateral security for the payment of the Obligations and Debtor grants Secured Party a
security interest and contractual right of off-set in all such deposits, sums, securities and other properties as additional and cumulative security for payment of the Obligations.
The holder of the Obligations may apply to set-off such deposits or other sums against the Obligations at any time in the case of Debtor, but only with respect to matured
liabilities in case of the endorsers, guarantors, or sureties of any of the Obligations.

G.

ADDITIONAL PROVISIONS REGARDING INVENTORY. The following provisions shall apply to all inventory included within the Collateral:

1.
Inventory Reports. Debtor will deliver to Secured Party as Secured Party may require, on such frequency as Secured Party may request, a written
report in form and content satisfactory to Secured Party, with respect to the preceding month or other applicable period, showing Debtors opening inventory, inventory
acquired, inventory sold, inventory leased, inventory returned, inventory used in Debtor’s business, closing inventory, any other inventory not within the preceding categories
and such other information as Secured Party may request from time to time. Debtor shall immediately notify Secured Party of any matter adversely affecting the inventory,
including, without limitation, any event causing loss or depreciation in the value of the inventory and the amount of such possible loss of depreciation.
2.
Location of Inventory. Debtor will promptly notify Secured Party in writing of any addition to, change in or discontinuance of its place(s) of
business as shown in this Agreement, the places at which inventory is located as shown herein, the location of its chief executive office and the location of the office where it
keeps its records as set forth herein. All Collateral will be located at the places of business shown below, as modified by any written notices given pursuant hereto.
3.
Uses of Inventory. Except as set forth in the loan agreement, unless and until the privilege of Debtor to use inventory in the ordinary course of
Debtor’s business is revoked by Secured Party in the event of default or if Secured Party deems itself insecure, Debtor may use the inventory in any manner not inconsistent
with this Agreement, may lease or sell that part of the Collateral consisting of inventory provided that all such leases and sales are in the ordinary course of business, and use
and consume any raw materials or supplies that are necessary in order to carry on Debtor’s business. A sale in the ordinary course of business does not include a transfer in
partial or total satisfaction of a debt.
4.
Accounts as Proceeds. All accounts that are proceeds of the inventory included within the Collateral shall be subject to all of the terms and
provisions hereof pertaining to accounts.
5.

Protection of Inventory. Debtor shall take all action necessary to protect and preserve the inventory.

6.
Assignment of Rents and Leases. Debtor hereby assigns to Secured Party all rents and other benefits derived or to be derived from leases
(“Leases”) of the inventory now or hereafter existing or entered into, together with all guarantees, amendments, modifications, extensions and renewals thereof (the “Rents”).
Prior to a foreclosure by Secured Party of any lien or security interest which Secured Party may now or hereafter hold covering the inventory, this Assignment of Rents is not
intended to, and shall not, constitute payment to Secured Party, unless Secured Party terminates Debtor’s license to collect the Rents, and then it shall constitute payment only
to the extent that prior to foreclosure the Rents are actually received by Secured Party as opposed to constituting a portion of the voluntary payments of principal and interest
on the indebtedness evidenced and secured hereby, and are not used for the operation, maintenance or repair of the inventory, or for the payment of costs and expenses in
connection therewith. Except as otherwise provided herein, Secured Party shall have the absolute right, power and authority to take any and all actions which Secured Party
deems necessary or appropriate in connection with taking possession of the inventory, leasing all or any part of the inventory, collecting all or any of the Rents and enforcing
the rights of the lessor under any of the leases, including without limitation, bringing, prosecuting, defending or settling legal proceedings against lessees of the inventory.
Notwithstanding anything herein to the contrary, Secured Party shall not be obligated to perform or discharge, and Secured Party does not undertake to perform or discharge,
any obligation, duty or liability with respect to the Leases or the Rents under or by reason of this Assignment. This Assignment shall not operate to place responsibility for the
control, care, maintenance or repair of the inventory upon Secured Party, or for any dangerous or defective condition of the Inventory, or for any negligence in the
arrangement, upkeep, repair, or control of the inventory. Debtor shall retain a revocable license to collect and receive the Rents as the agent of Secured Party, and to retain, use
and enjoy such Rents, provided that such revocable license ipso facto terminate without further action by Secured Party and without notice to Debtor upon the occurrence of
any default or event of default as defined in any note, deed of trust, security agreement, guaranty, financing statement, fixture filing or other loan documents given to Secured
Party by Debtor or any other party in connection with any indebtedness or obligation of Debtor to Secured Party.
7.
Leased Inventory. Debtor shall (a) observe and perform faithfully every obligation which Debtor is required to perform under the Leases;
(b) enforce or secure the performance of, at its sole cost and expense, every obligation to be performed by the lessees under the Leases; (c) not collect any Rents in advance of
the time when the same shall be due, or anticipate any payments under any of the Leases, except for bona fide security deposits not in excess of an amount equal to two (2)
months Rent; (d) at the request of Secured Party, deliver copies of Leases to Secured Party; and (e) appear and defend against, at Debtor’s sole cost and expense, any action or
proceeding arising under, and in any manner connected with the Leases, the Rents or the obligations, duties or liabilities of the lessor, lessee or guarantors thereunder.

H.

[INTENTIONALLY OMITTED]

I.

[INTENTIONALLY OMITTED]

J.
EVENTS OF DEFAULT. Debtor shall be in default hereunder upon the happening of any of the following events or conditions: (i) non-payment when due
(whether by acceleration of maturity or otherwise) of any payment of principal, interest or other amount due on any Obligations; (ii) the occurrence of any event which under

the terms of any evidence of indebtedness, indenture, loan agreement, security agreement or similar instrument permits the acceleration of maturity of any of obligation of
Debtor whether to Secured Party or to others; (iii) any representation or warranty made by Debtor and/or others to Secured Party in connection with this Agreement, the
Collateral or the Obligations, or in any statements or certificates, proves incorrect in any material respect as of the date of the making or the issuance thereof; (iv) default
occurs in the observance or performance of or, if Debtor fails to furnish adequate evidence of performance of, any provision of this Agreement or of any note, assignment,
transfer, other agreement, document or instrument delivered by Debtor to Secured Party in connection with this Agreement, the Collateral or the Obligations; (v) death,
dissolution, liquidation, termination of existence, insolvency, business failure or winding-up of Debtor, or any maker, endorser, guarantor, surety or other party liable in any
capacity for any of the Obligations; (vi) the filing of a petition in bankruptcy by or against, or the application for appointment of a receiver or any other legal custodian for any
part of the property of, or the assignment for the benefit of creditors by, or the commencement of any proceeding under any bankruptcy, rearrangement, reorganization,
insolvency or similar laws for the relief of Debtors by or against, the Debtor, or any maker, endorser, guarantor, surety or other party primarily or secondarily liable for any of
the Obligations; (vii) the Collateral becomes, in the judgment of Secured Party, impaired, unsatisfactory or insufficient in character or value; (viii) the filing of any levy,
attachment, execution, garnishment or other process against the Debtor, or any of the Collateral or any maker, endorser, guarantor, surety, or other party liable in any capacity
for any of the Obligations, or (ix) the Secured Party in good faith believes that the prospect of repayment or performance of the Obligations or any of the covenants,
agreements or other duties under any writing executed in connection herewith is impaired.
K.
REMEDIES. Upon the occurrence of an Event of Default, or if Secured Party deems payment or performance of the Obligations to be insecure, Secured
Party, at its option, shall be entitled to exercise any one or more of the following remedies (all of which are cumulative):
1.
Declare Obligations Due. Secured Party, at its option, may declare the Obligations or any part thereof immediately due and payable, without
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor, or any other notice whatsoever, all of which
are hereby waived by Debtor, the Borrower and any maker, endorser, guarantor, surety or other party liable in any capacity for any of the Obligations.
2.
Remedies. Secured Party shall have all of the rights and remedies provided for in this Agreement and any other agreements executed by Debtor,
the rights and remedies in the Uniform Commercial Code of Minnesota, and any and all rights and remedies at law or in equity, all of which shall be deemed cumulative.
Without limiting the foregoing, Debtor agrees that Secured Party shall have the right to: (a) require Debtor to assemble the Collateral and make it available to Secured Party at
a place designated by Secured Party that is reasonably convenient to both parties, which Debtor agrees to do; (b) take possession of the Collateral with or without process of
law, and, in this connection, enter any premises where the Collateral is located to remove same, to render it unusable, or to dispose of same on such premises; (c) sell, lease or
otherwise dispose of the Collateral, by public or private proceedings, for cash or credit, without assumption of credit risks; and/or (d) whether before or after default, collect
and receipt for, compound, compromise, and settle, and give releases, discharges and acquittances, with respect to, any and all amounts owed by any person or entity with
respect to the Collateral. Unless the Collateral is perishable or threatens to decline speedily in value or is of the type customarily sold on a recognized market, Secured Party
will send Debtor reasonable notice of the time and place of any public sale or of the time after which any private sale or other disposition will be made. Any requirement of
reasonable notice to Debtor shall be met if such notice is mailed, postage prepaid, to Debtor at the address of Debtor designated at the beginning of this Agreement, at least
five (5) days before the day of any public sale or at least five (5) days before the time after which any private sale or other disposition will be made.
3.
Expenses. Debtor shall be liable for and agrees to pay the reasonable expenses incurred by Secured Party in enforcing its rights and remedies, in
retaking, holding, testing, repairing, and proving, selling, leasing or disposing of the Collateral, or like expenses, including, without limitation, attorneys fees and legal
expenses incurred by Secured Party. These expenses, together with interest thereon from date incurred until paid by Debtor at the maximum contract rate allowed under
applicable laws, which Debtor agrees to pay, shall constitute additional Obligations, and shall be secured and entitled to the benefits of this Agreement.
4.
Proceeds; Surplus; Deficiencies. Proceeds received by Secured Party from disposition of the Collateral shall be applied toward Secured Party’s
expenses and other Obligations and in such order or manner as Secured Party may elect.

Debtor shall be entitled to any surplus if one results after lawful application of the proceeds.
5.
Remedies Cumulative. The rights and remedies of Secured Party are cumulative and the exercise of any one or more of the rights of remedies
shall not be deemed an election of rights or remedies or a waiver of any other right or remedy. Secured Party may remedy any default and may waive any default without
waiving the default remedy or without waiving any other prior or subsequent default.
L.
RELINQUISHMENT OF CERTAIN DEFENSES. Regarding the enforcement of the security interests and covenants and agreements contained in this
Agreement to secure payment of the Obligations, the Debtor covenants and agrees as follows:
1.
Secured Party’s right of recovery against the Collateral for the Obligations shall be determined as if Debtor were a primary obligor for the payment
of the Obligations regardless of whether or not Debtor is in fact primarily liable for all or any part of the Obligations. Debtor specifically agrees that it shall not be necessary
or required, in order to enforce the remedies under this Agreement, that the Secured Party have made demand for payment upon the Borrower or any other person or entity
liable for any portion of the Obligations or have made protest thereof or have given notice to the Borrower or any other party liable thereon of maturity or nonpayment of the
Obligations.
2.
The Debtor specifically waives any notice of acceptance of this Agreement by the Secured Party and of the creation, advancement, existence,
extension, renewal, modification, consolidation, the rearrangement from time to time of the Obligations, the increase from time to time in the principal amount thereof, the
increase or reduction from time to time of the rate of interest thereon, or any indulgence from time to time with respect to the Obligations, or any part thereof, and of
nonpayment thereof or default thereon, and waives grace, demand, protest, presentment and notice of demand, protest, and presentment with respect to the Obligations, and
waives notice of the amount of the Obligations outstanding at any time, and agrees that the maturity of the Obligations, or any part thereof, may be accelerated, extended,
modified, amended or renewed from time to time or any other indulgence may be granted with respect thereto by the Secured Party at its will or as may be agreed by the
Borrower without notice to or further consent by the Debtor, at any time or times.
3.
The Debtor agrees that: (i) no renewal, extension, modification, consolidation, or rearrangement of or any other indulgence, forbearance or
compromise with respect to the Obligations, or any part thereof; (ii) no increase in the principal amount of any of the Obligations; (iii) no increase or reduction of the rate of
interest thereon; (iv) no release, withdrawal, substitution, surrender, subordination, exchange, deterioration, waste or other impairment of any security or collateral or guaranty
now or hereafter held by the Secured Party for payment of the Obligations, or of any part thereof; (v) no release of the Borrower, any guarantor, or of any other person
primarily or secondarily liable on the Obligations, or any part thereof; and (vi) no delay or omission or lack of diligence or care in exercising any right or power with respect to
the Obligations or any security or collateral therefor or under this Agreement shall in any manner impair, diminish or affect the rights of the Secured Party or the liability of
the Debtor hereunder. The Debtor specifically agrees that it shall not be necessary or required, and that the Debtor shall not be entitled to require, that the Secured Party
mitigate damages, or file suit or proceed to obtain or assert a claim for personal judgment against the Borrower for the Obligations, or make any effort at collection of the
Obligations from the Borrower, or foreclose against or seek to realize upon any security or collateral now or hereafter existing for the Obligations, or file suit or proceed to
obtain or assert a claim for personal judgment against any other party (whether maker, guarantor, endorser or surety) liable for the Obligations, or make any effort at
collections of the Obligations from any such other party, or exercise or assert any other right or remedy to which the Secured Party is or may be entitled in connection with the
Obligations or any security or collateral or other Agreement therefor, or assert or file any claim against the assets or estate of the Borrower or any guarantor or other person
liable for the Obligations, or any part thereof, before or as a condition of enforcing the liability of the Debtor under this Agreement or requiring payment of the Obligations by
the Debtor hereunder, or at any time thereafter. The Debtor expressly waives any right to the benefit of or to require or control application of any security or collateral or the
proceeds of any security or collateral now existing or hereafter obtained by the Secured Party as security for the Obligations, or any part thereof, and agrees that the Secured
Party shall have no duty insofar as the Debtor is concerned to apply upon any of the Obligations any monies, payments or other property at any time received by or paid to or
in the possession of the Secured Party, except as the Secured Party shall determine in its sole discretion. The Debtor specifically agrees that Debtor shall not have any recourse

or action against the Secured Party by reason of any action the Secured Party may take or omit to take in connection with the Obligations, the collection of any sums or
amounts herein mentioned, or in connection with any security or collateral or any Guaranty at any time existing therefor.
4.
The Debtor agrees to the terms, provisions and conditions of the Note and other instruments evidencing the Obligations and of any renewal,
modification, consolidation or rearrangement thereof or other agreements which may have been or may hereafter be executed by the Borrower from time to time evidencing or
in connection with the Obligations or any part thereof, and agrees that the Debtor’s liability hereunder shall in no manner be affected, reduced, impaired or released by reason
of any term, provision or condition of such Note or other agreement or by the failure, refusal or omission of the Secured Party to enforce or observe

any of same or any forbearance or compromise made by the Secured Party or any action taken or omitted to be taken by the Secured Party pursuant thereto or in connection
therewith. The Debtor, by the execution and delivery of this Agreement agrees, represents, warrants and acknowledges that Debtor shall be bound by the provisions of any
Agreement and Security Agreement and any Environmental Certificate and Agreement of even date herewith, from the Borrower to the Secured Party and which purport to be
applicable to Debtor to the same extent and with the same effect as if Debtor had executed and delivered such document to the Secured Party. In that connection, the Debtor
agrees that the provisions of this Paragraph shall survive any exercise of the power of sale granted in any instrument securing the Obligations, any foreclosure of the liens
created by any of the instruments securing the Obligations, any conveyance in lieu of any such foreclosure, the repayment of the Obligations, and the discharge and release of
all liens, rights and interests securing payment of the Obligations.
5.
The Debtor absolutely and unconditionally covenants and a agrees that: (i) in the event that the Borrower does not or is unable to pay or perform
the Obligations for any reason including, without limitation, liquidation, dissolution, receivership, insolvency, bankruptcy, assignment for the benefit of creditors,
reorganization, arrangement, composition or readjustment or other similar proceedings affecting the status, composition, identity, existence, assets or Obligations of the
Borrower, or the disaffirmance or termination of any of the Obligations in or as a result of any such proceedings; and/or (ii) if all or any part of the Obligations (or any
instrument or agreement made or executed in connection therewith) is for any reason found to be invalid, illegal, unenforceable, uncollectible or legally impossible, for any
reason whatsoever (including, without limiting the generality of the foregoing, upon the grounds that the payment and/or performance of the Obligations is ultra vires or
otherwise without authority, may violate applicable usury laws, is subject to valid defenses, claims or offsets of the Borrower, or any instrument evidencing any of the
Obligations is forged or otherwise irregular), then in any such case the Debtor shall pay and perform the Obligations as herein provided and that no such occurrence shall in
any way diminish or otherwise affect the Debtor’s liabilities hereunder.
6.
Should the status, composition, structure or name of the Borrower change, including, but not limited to, by reason of a merger, dissolution,
consolidation or reorganization, this Agreement shall continue and also cover the Obligations and Obligations of the Borrower under the new status, composition structure or
name according to the terms hereof. If the Borrower is a general or limited partnership, no termination of said partnership, nor withdrawal therefrom or termination of any
ownership interest therein owned, by any general or limited partner of such partnership shall alter, limit, terminate, excuse or modify the Debtor’s liabilities set forth in this
Agreement.
7.
In the event any payment from the Borrower to the Secured Party is held to constitute a preference under the bankruptcy laws, or if for any other
reason the Secured Party is required to refund such payment or pay the amount thereof to any other party, such payment by the Borrower to the Secured Party shall not
constitute a release of the Debtor from any liability hereunder, and this Agreement shall continue to be effective or shall be reinstated, as the case may be, to the extent of any
such payment or payments.
8.
At all times while any or all of the Obligations are now or hereafter secured in whole or in part, the Debtor agrees that the Secured Party may, from
time to time, at its discretion, and with or without valuable consideration, allow substitution, withdrawal, release, surrender, exchange, subordination, deterioration, waste,
loss or other impairment of all or any part of such security or collateral, without notice to or consent by the Debtor, and without in anywise impairing, diminishing or releasing
the liability of the Debtor hereunder.
9.
The Debtor waives marshalling of assets and liabilities, sale in inverse order of alienation, and all defenses given to sureties or Debtors at law or in
equity other than actual payment of the Obligations and performance of the actions constituting the Obligations, including, but not limited to, any rights pursuant to the laws
of Minnesota. The failure by the Secured Party to file or enforce a claim against the estate (either in administration, bankruptcy or other proceeding) of the Borrower or any
other person primarily or secondarily liable for the Obligations or of any other or others shall not affect the liability of Debtor hereunder.
M.

OTHER AGREEMENTS.

1.
Savings Clause. Notwithstanding any provision to the contrary herein, or in any of the documents evidencing the Obligations or otherwise
relating thereto, no such provision shall require the payment or permit the collection of interest in excess of the maximum permitted by applicable usury laws. If any such
excessive interest is so provided for, then in such event (i) the provisions of this paragraph shall govern and control, (ii) neither the Debtor nor Debtor’s heirs, legal
representatives, successors or assigns or any other party liable for the payment thereof shall be obligated to pay the amount of such interest to the extent that it is in excess of
the maximum amount permitted by law, (iii) any such excess interest that may have been collected shall be, at the option of the holder of the instrument evidencing the
Obligations, either applied as a credit against the then unpaid principal amount thereof or refunded to the maker thereof, and (iv) the effective rate of interest shall be
automatically reduced to the maximum lawful rate under applicable usury laws as now or hereafter construed by the courts having jurisdiction.

2.

Joint and Several Responsibility. If this Security Agreement is executed by more than one Debtor, the obligations of all such Debtors shall be

joint and several.
3.
Waivers. Debtor and any maker, endorser, guarantor, surety or other party liable in any capacity respecting the Obligations hereby waived
demand, notice of intention to accelerate, notice of acceleration, notice of non-payment, presentment, protest, notice of dishonor and any other notice whatsoever.
4.
Severability. Any provision hereof found to be invalid by courts having jurisdiction shall be invalid only with respect to such provision (only to
the extent necessary to avoid such invalidity). The offending provision shall be modified to the minimum extent possible to confer upon Secured Party the benefits intended
thereby. Such provision as modified and the remaining provisions hereof shall be construed and enforced to the same extent as if such offending provision (or portion thereof)
had not been contained herein, to the maximum extent possible.
5.
Use of Copies. Any carbon, photographic or other reproduction of any financing statement signed by Debtor is sufficient as a financing statement
for all purposes, including without limitation, filing in any state as may be permitted by the provisions of the Uniform Commercial Code of such state. All rights and remedies
of Secured Party in all such agreements are cumulative, but in the event of actual conflict in terms and conditions, the terms and conditions of the latest security agreement
shall govern and control.
6.
Authorization to File Financing Statements. The Debtor hereby irrevocably authorizes the Secured Party at any time and from time to time to
file in any filing office in any Uniform Commercial Code jurisdiction any initial financing statements and amendments thereto that (a) indicate the Collateral (i) as all assets of
the Debtor or words of similar effect, regardless of whether any particular asset comprised in the Collateral falls within the scope of Article 9 of the Uniform Commercial
Code of the State or such jurisdiction, or (ii) as being of an equal or lesser scope or with greater detail, and (b) provide any other information required by part 5 of Article 9 of
the Uniform Commercial Code of the State or such other jurisdiction, for the sufficiency or filing office acceptance of any financing statement or amendment, including

(i) whether the Debtor is an organization, the type of organization and any organizational identification number issued to the Debtor and, (ii) in the case of a financing
statement filed as a fixture filing or indicating Collateral as as-extracted collateral or timber to be cut, a sufficient description of real property to which the Collateral relates.
The Debtor agrees to furnish any such information to the Secured Party promptly upon the Secured Party’s request. The Debtor also ratifies its authorization for the Secured
Party to have filed in any Uniform Commercial Code jurisdiction any like initial financing statements or amendments thereto if filed prior to the date hereof.
7.
Notices. Any notice or demand given by Secured Party to Debtor in connection with this Agreement, the Collateral or the Obligations shall be
deemed given and effective upon deposit in the United States mail, postage pre-paid, addressed to Debtor at the address of the Debtor designated at the beginning of this
Agreement. Actual notice to Debtor shall always be effective no matter how given or received.
8.
Headings and Gender. Paragraph headings in this Agreement are for convenience only and shall be given no meaning or significance in
interpreting this Agreement. All words used herein shall be construed to be or such gender of number as the circumstances require.
9.
Amendments. Neither this Agreement nor any of its provisions may be changed, amended, modified, waived or discharged orally, but only by an
instrument in writing signed by the party against whom enforcement of the change, amendment, modification, waiver or discharge is sought.
10.
Binding Effect. The provisions of this Security Agreement shall be binding upon the heirs, executors, administrators, personal representatives,
successors and assigns of Debtor, and the rights, powers and remedies of Secured Party hereunder shall inure to the benefit of the successors and assigns of Secured Party.
11.

Governing Law. This Security Agreement shall be governed by the law of Minnesota and applicable federal law.

12.
Statute of Frauds. THIS COMMERCIAL SECURITY AGREEMENT, THE LOAN AGREEMENT AND ALL DOCUMENTS AND
INSTRUMENTS REFERENCED HEREIN OR IN THE LOAN AGREEMENT, OR EXECUTED IN CONNECTION WITH OR ATTACHED TO THE LOAN
AGREEMENT, REPRESENT THE FINAL AGREEMENT BETWEEN DEBTOR AND SECURED PARTY, AND MAY NOT BE CONTRADICTED BY EVIDENCE OF
PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN DEBTOR AND SECURED PARTY.

13.

U.S. SMALL BUSINESS ADMINISTRATION PROVISION:

The Loan secured by this lien was made under a United States Small Business Administration (SBA) nationwide program which uses tax dollars to
assist small business owners. If the United States is seeking to enforce this document, then under SBA regulations:
a)
When SBA is the holder of the Note, this document and all documents evidencing or securing this Loan will be construed in
accordance with federal law.
b)
Lender or SBA may use local or state procedures for purposes such as filing papers, recording documents, giving notice,
foreclosing liens, and other purposes. By using these procedures, SBA does not waive any federal immunity from local or state control,
penalty, tax or liability. No Borrower or Guarantor may claim or assert against SBA any local or state law to deny any obligation of
Borrower, or defeat any claim of SBA with respect to this Loan.
Any clause in this document requiring arbitration is not enforceable when SBA is the holder of the Note secured by this instrument.
IN WITNESS WHEREOF, the undersigned has executed this Agreement effective as of the date first written above.
DEBTOR
Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

EXHIBIT A
See attached list of equipment

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
Appliance Recycling Centers of America, Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A

Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is Appliance Recycling Centers of America, Inc. (“Corporation”). The
Corporation is a corporation for profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of
Minnesota. The Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings,
governmental licenses and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a
foreign corporation in all states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full
power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at
7400 Excelsior Boulevard, Minneapolis, MN 53426. Unless the Corporation has designated otherwise in writing, the principal office is the office at which the Corporation
keeps its books and records. The Corporation will notify Lender prior to any change in the location of the Corporation’s state of organization or any change in the
Corporation’s name. The Corporation shall do all things necessary to preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all
regulations, rules,

ordinances, statutes, orders and decrees of any governmental or quasi-governmental authority or court applicable to the Corporation and the Corporation’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting
of the Corporation’s shareholders, duly called and held on
, at which a quorum was present and voting, or by other duly authorized action in lieu of a
meeting, the resolutions set forth in this Resolution were adopted.
OFFICER. The following named person(s) is an/are officer(s) of Appliance Recycling Centers of America, Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Edward Cameron

President

Y

/s/ Edward R. Cameron

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging
to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he or she may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do
and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the officer may in his or her
discretion deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.

ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization;
(G) conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and
received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.

I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS
INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Edward R. Cameron
Edward Cameron, President
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
Safe Disposal Systems, Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A

Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, , a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is Safe Disposal Systems, Inc. (“Corporation”). The Corporation is a
corporation for profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the Commonwealth of
Pennsylvania. The Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings,
governmental licenses and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a
foreign corporation in all states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full
power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at
4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137. Unless the Corporation has designated otherwise in writing, the principal office is the office at which the
Corporation keeps its books and records. The Corporation will notify Lender prior to any change in the location of the Corporation’s state of organization or any change in the
Corporation’s name. The Corporation shall do all things necessary to preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all
regulations, rules,

ordinances, statutes, orders and decrees of any governmental or quasi-governmental authority or court applicable to the Corporation and the Corporation’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting
of the Corporation’s shareholders, duly called and held on
, at which a quorum was present and voting, or by other duly authorized action in lieu of a
meeting, the resolutions set forth in this Resolution were adopted.
OFFICER. The following named person(s) is an/are officer(s) of Safe Disposal Systems, Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

President/Secretary

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging
to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he or she may deem advisable.

Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do
and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the officer may in his or her
discretion deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.

ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization;
(G) conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and
received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.

I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS
INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Brian Conners
Brian Conners, Secretary
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

AFFIDAVIT
RE: $1,250,000.00 LIFE INSURANCE
I, Brian Conners, have life insurance in the amount of $1,250,000.00, as evidenced by Policy No. Guardian Life Insurance Company Policy No. 6417978. Within
sixty (60) days from today’s date, I shall provide to Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (“Lender”) if not already provided,
the actual original life insurance policy(ies) and/or recorded collateral assignment(s). I recognize that my failure to provide the original life insurance policy(ies) and
recorded collateral assignment(s) will constitute a default under the loan documents unless I take all reasonable steps to obtain comparable coverage.
I further certify, as an additional inducement for Susquehanna Bank to make the loan, that the policy referenced herein is in full force and effect, is current on its
premium payments, has not been assigned to any other creditor(s) and that there are no other liens of any type whatsoever against the policy except the pari passu liens of
Susquehanna Bank.

I understand that Susquehanna Bank is relying on the representations set forth in this Affidavit in the making of the loan and that any false statements contained
herein or any failure to comply with the undertakings set forth above shall entitle the Lender to pursue any and all remedies to which it is entitled under the loan documents or
applicable law, including, but not limited to acceleration of the indebtedness.
/s/ Brian Conners
Brian Conners
Sworn to and subscribed
before me this 10th day
of March, 2011.
/s/ Denise Cascio
Notary Public

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL
S.D.S. Service Inc.
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is S.D.S. Service Inc. (“Corporation”). The Corporation is a corporation for
profit which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the Commonwealth of Pennsylvania. The
Corporation is duly authorized to transact business in all other states in which the Corporation is doing business, having obtained all necessary filings, governmental licenses
and approvals for each state in which the Corporation is doing business. Specifically, the Corporation is, and at all times shall be, duly qualified as a foreign corporation in all
states in which the failure to so qualify would have a material adverse effect on its business or financial condition. The Corporation has the full power and authority to own its
properties and to transact the business in which it is presently engaged or presently proposes to engage. The Corporation maintains an office at 4301 N. Delaware Avenue,
Bldg. A, Philadelphia, PA 19137. Unless the Corporation has designated otherwise in writing, the principal office is the office at which the Corporation keeps its books and
records. The

Corporation will notify Lender prior to any change in the location of the Corporation’s state of organization or any change in the Corporation’s name. The Corporation shall
do all things necessary to preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes,
orders and decrees of any governmental or quasi-governmental authority or court applicable to the Corporation and the Corporation’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board of Directors then at a meeting

of the Corporation’s shareholders, duly called and held on
the resolutions set forth in this Resolution were adopted.

, at which a quorum was present and voting, or by other duly authorized action in lieu of a meeting,

OFFICER. The following named person(s) is an/are officer(s) of S.D.S. Service, Inc.;
NAMES

TITLE(S)

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

President/Secretary

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized person(s) listed above may enter into any agreements of any nature with Lender, and those agreements will bind the
Corporation. Specifically, but without limitation, the authorized person(s) is/are authorized, empowered, and directed to do the following for and on behalf of the
Corporation:
Borrow Money. To borrow, as a borrower, cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Corporation and
Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guaranties, surety agreement(s) or other evidence of the Corporation’s credit
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Corporation,
evidencing the sums of money so borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals,
extensions, modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit
accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the
Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or
intangible) of the Corporation, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any
amendments to or modifications, renewals, and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time
owing, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are
obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged,
transferred, endorsed, hypothecated or encumbered.
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and
encumbrances, or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or
nature, which Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances.
Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging
to the Corporation or in which the Corporation may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Corporation’s
account with Lender, or to cause such other disposition of the proceeds derived therefrom as he or she may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being

authorized to request advances under such lines, and in all cases, to do and perform such other acts and things, to pay any and all fees and costs, and to execute and
deliver such other documents and agreements as the officer may in his or her discretion deem reasonably necessary or proper in order to carry into effect the provisions of
this Resolution.
ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed business names used by the
Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names under which the Corporation does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Corporation may enter into transactions in which there are multiple borrowers on obligations to Lender and the Corporation understands
and agrees that, with or without notice to the Corporation, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for
payment, delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Corporation; and that
Lender may modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed business name(s); (C) change in the management of the
Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s principal office address; (F) change in the Corporation’s state of organization;
(G) conversion of the Corporation to a new or different type of business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any
agreements between the Corporation and Lender. No change in the Corporation’s name or state of organization will take affect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender
an of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer(s) named above is/are duly elected, appointed, or employed by or for the
Corporation, as the case may be, and occupy/occupies the position(s) set opposite his or her respective name(s). This Resolution now stands of record on the books of the
Corporation, is in full force and affect, and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to and

received by Lender at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Corporation’s
agreements or commitments in effect at the time notice is given.

IN TESTIMONY WHEREOF, I have hereunto set my hand, affixed the seal of the Corporation and attest that the signature set opposite the name listed above is his or her
genuine signature.
I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and representations made in this Resolution are
true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN UNDER SEAL AND IT IS
INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
CORPORATE
SEAL
/s/ Brian Conners
Brian Conners, Secretary
NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the Corporation’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized officer of the Corporation.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
ARCA Advanced Processing, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is ARCA Advanced Processing, LLC (“Company”). The Company is a limited liability
company which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of Minnesota. The Company is
duly authorized to transact business in all other states in which the Company is doing business, having obtained all necessary filings, governmental licenses and approvals for
each state in which the Company is doing business. Specifically, the Company is, and at all times shall be, duly qualified as a foreign limited liability company in all states in
which the failure to so qualify would have a material adverse effect on its business or financial condition. The Company has the full power and authority to own its properties
and to transact the business in which it is presently engaged or presently proposes to engage. The Company maintains an office at 4301 N. Delaware

Avenue, Bldg. A, Philadelphia, PA 19137. Unless the Company has designated otherwise in writing, the principal office is the office at which the Company keeps its books
and records. The Company will notify Lender prior to any change in the location of the Company’s state of organization or any change in the Company’s name. The Company
shall do all things necessary to preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances,
statutes, orders and decrees of any governmental or quasi-governmental authority or court applicable to the Company and the Company’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
other duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by

MEMBERS. The following named persons are members of ARCA Advanced Processing, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

Chief Manager

Y

/s/ Brian Conners

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances. Notwithstanding the foregoing, any one of the above
authorized persons may execute, deliver, or record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account with
Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.

Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as
the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,
and has not been modified or revoked in any manner whatsoever.

CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender
and receipt acknowledged by Lender in writing at Lender’s address shown above (or such addresses as Lender may

designate from time to time). Any such notice shall not affect any of the Company’s agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN
UNDER SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT
ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ Brian Conners
Brian Conners, Chief Manager
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
4301 Operations, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is 4301 Operations, LLC (“Company”). The Company is a limited liability company
which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of Delaware. The Company is duly
authorized to transact business in all other states in which the Company is doing business, having obtained all necessary filings, governmental licenses and approvals for each
state in which the Company is doing business. Specifically, the Company is, and at all times shall be, duly qualified as a foreign limited liability company in all states in
which the failure to so qualify would have a material adverse effect on its business or financial condition. The Company has the full power and authority to own its properties
and to transact the business in which it is

presently engaged or presently proposes to engage. The Company maintains an office at 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137. Unless the Company
has designated otherwise in writing, the principal office is the office at which the Company keeps its books and records. The Company will notify Lender prior to any change
in the location of the Company’s state of organization or any change in the Company’s name. The Company shall do all things necessary to preserve and to keep in full force
and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental
authority or court applicable to the Company and the Company’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
other duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by

MEMBERS. The following named persons are members of 4301 Operations, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

Brian Conners

Director

Y

/s/ Brian Conners

James Ford

Director

Y

/s/ James Ford

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances. Notwithstanding the foregoing, any one of the above
authorized persons may execute, deliver, or record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account

with Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,
hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property
theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.

CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as
the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,
and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full

force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender and receipt acknowledged by Lender in writing at Lender’s
address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not affect any of the Company’s agreements or commitments in
effect at the time notice is given.
IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN
UNDER SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT
ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ Brian Conners
Brian Conners, Director
/s/ James Ford
James Ford, Director
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

LIMITED LIABILITY COMPANY RESOLUTION
TO BORROW / GRANT COLLATERAL
Scarabee Holdings, LLC
Borrower:
ARCA Advanced Processing, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Guarantor:
Appliance Recycling Centers of America, Inc.
7400 Excelsior Boulevard
Minneapolis, MN 53426
Safe Disposal Systems, Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
4301 Operations, LLC
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
S.D.S. Service Inc.
4301 N. Delaware Avenue, Bldg. A
Philadelphia, PA 19137
Scarabee Holdings, LLC
51 Willard Avenue
Pocantino Hills, NY 10591
Brian Conners
8 Oak Hollow Drive
Voorhees, NJ 08043
James Ford
51 Willard Avenue
Pocantino Hills, NY 10591
Lender:
Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation
159 E. High Street
Pottstown, Pennsylvania 19464
WE, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:
THE COMPANY’S EXISTENCE. The complete and correct name of the Company is Scarabee Holdings, LLC (“Company”). The Company is a limited liability company

which is, and at all times shall be, duly organized, validly existing, and in good standing under and by virtue of the laws of the State of New York. The Company is duly
authorized to transact business in all other states in which the Company is doing business, having obtained all necessary filings, governmental licenses and approvals for each
state in which the Company is doing business.

Specifically, the Company is, and at all times shall be, duly qualified as a foreign limited liability company in all states in which the failure to so qualify would have a material
adverse effect on its business or financial condition. The Company has the full power and authority to own its properties and to transact the business in which it is presently
engaged or presently proposes to engage. The Company maintains an office at 51 Willard Avenue, Pocantino Hills, NY 10591. Unless the Company has designated otherwise
in writing, the principal office is the office at which the Company keeps its books and records. The Company will notify Lender prior to any change in the location of the
Company’s state of organization or any change in the Company’s name. The Company shall do all things necessary to preserve and to keep in full force and effect its
existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental authority or
court applicable to the Company and the Company’s business activities.
RESOLUTIONS ADOPTED. At a meeting of the members of the Company, duly called and held on
duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.

at which a quorum was present and voting, or by other

MEMBERS. The following named persons are members of Scarabee Holdings, LLC:
NAMES

TITLES

AUTHORIZED

ACTUAL SIGNATURES

James Ford

Manager

Y

/s/ James Ford

ACTIONS AUTHORIZED. The authorized persons listed above may enter into any agreements of any nature with Lender, and those agreements will bind the Company.
Specifically, but without limitation, any of such authorized persons are authorized, empowered, and directed to do the following for and on behalf of the Company:
Borrow Money. To borrow, as a borrower, cosigner, guarantor or otherwise, from time to time from Lender, on such terms as may be agreed upon between the Company and
Lender, such sum or sums of money as in their judgment should be borrowed, without limitation.
Execute Notes. To execute and deliver to Lender the promissory note or notes, guaranty or guarantees or other evidence of the Company’s credit accommodations, on
Lender’s forms, at such rates of interest and on such terms as may be agreed upon, including confession of judgment against the Company, evidencing the sums of money so
borrowed or any of the Company’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, modifications, refinancings,
consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of credit accommodations.
Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or hereafter belonging to the Company
or in which the Company now or hereafter may have an interest, including without limitation all real property and all personal property (tangible or intangible) of the
Company, as security for the payment of any loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications,
renewals, and extensions of such promissory notes), or any other or further indebtedness of the Company to Lender at any time owing, however the same may be evidenced.
Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such loans are obtained or such indebtedness is incurred, or at any
other time or times, and may be either in addition to or in lieu of any property theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered,
Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation agreement, and other security
agreements and financing statements which Lender may require and which shall evidence the terms and conditions under and pursuant to which such liens and encumbrances,
or any of them, are given; and also to execute and deliver to Lender any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which
Lender may deem necessary or proper in connection with or pertaining to the giving of the liens and encumbrances. Notwithstanding the foregoing, any one

of the above authorized persons may execute, deliver, or record financing statements.
Negotiate items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of indebtedness payable to or belonging to the
Company or in which the Company may have an interest, and either to receive cash for the same or to cause such proceeds to be credited to the Company’s account with
Lender, or to cause such other disposition of the proceeds derived therefrom as they may deem advisable.
Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under such lines, and in all cases, to do and
perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such other documents and agreements as the members may in their discretion
deem reasonably necessary or proper in order to carry into effect the provisions of this Resolution.
ASSUMED BUSINESS NAMES. The Company has filed or recorded all documents or filings required by law relating to all assumed business names used by the Company,
Excluding the name of the Company, the following is a complete list of all assumed business names under which the Company does business:
ASSUMED BUSINESS NAME

N/A

FILING LOCATION

DATE

N/A

N/A

MULTIPLE BORROWERS. The Company may enter into transactions in which there are multiple borrowers on obligations to Lender and the Company understands and
agrees that, with or without notice to the Company, Lender may discharge or release any party or collateral securing an obligation, grant any extension of time for payment,
delay enforcing any rights granted to Lender, or take any other action or inaction, without the loss to Lender of any of it rights against the Company; and that Lender may
modify transactions without the consent of or notice to anyone other than the party with whom the modification is made.
NOTICES TO LENDER. The Company will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may designate from
time to time) prior to any (A) change in the Company’s name; (B) change in the Company’s assumed business name(s); (C) change in the management or in the Members of
the Company; (D) change in the authorized signer(s); (E) change in the Company’s principal office address; (F) change in the Company’s state of organization; (G) conversion
of the Company to a new or different type of business entity; or (H) change in any other aspect of the Company that directly or indirectly relates to any agreements between
the Company and Lender. No change in the Company’s name or state of organization will take effect until after Lender has received notice
ADDITIONAL ACTIONS AUTHORIZED - INTEREST RATE SWAP PROVISIONS. To enter into any interest rate swaps, interest rate caps, interest rate floors,
interest rate collars, Treasury locks, Treasury caps, Treasury floors, Treasury collars, barrier options, forward rate agreements, cross currency swaps, cross currency caps,
cross currency floors, cross currency collars, foreign exchange forward contracts, options on any of the foregoing, and combinations of any of the foregoing, with the Lender
(each a “Swap Transaction”), to take all steps necessary to effectuate and perform such Swap Transaction, including but not limited to the execution and delivery to Lender an
of an ISDA Master Agreement, together with any and all exhibits and annexes thereto as may be requested by Lender, the execution and delivery of confirmations of such
Swap Transactions, and the execution and delivery of all documents or agreements required pursuant to any of the foregoing; to mortgage, pledge, transfer, endorse,

hypothecate, or otherwise encumber and deliver to lender any property now or hereafter belonging to the Company or in which the Company now or hereafter may have an
interest, including without limitation all real property and all personal property (tangible or intangible) of the Company, as security for the payment of any indebtedness of the
Company to the Lender arising out of a Swap Transaction, however the same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed,
hypothecated or encumbered at the time the Swap Transaction is entered into, or at any other time or times, and may be either in addition to or in lieu of any property

theretofore mortgaged, Pledged, transferred, endorsed, hypothecated or encumbered.
CERTIFICATION CONCERNING MEMBERS AND RESOLUTIONS. The members named above are duly elected, appointed, or employed by or for the Company, as
the case may be, and occupy the positions set opposite their respective names. This Resolution now stands of record on the books of the Company, is in full force and effect,
and has not been modified or revoked in any manner whatsoever.
CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are hereby ratified and approved.
This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written notice of its revocation shall have been delivered to Lender
and receipt acknowledged by Lender in writing at Lender’s address shown above (or such addresses as Lender may designate from time to time). Any such notice shall not
affect any of the Company’s agreements or commitments in effect at the time notice is given.
IN TESTIMONY WHEREOF, We have hereunto set our hand and attest that the signature set opposite the name listed above are their genuine signatures.
We each have read all the provisions of this Resolution, and we each personally and on behalf of the Company certify that all statements and representations made in this
Resolution are true and correct. This Limited Liability Company Resolution to Borrow / Grant Collateral is dated
. THIS RESOLUTION IS GIVEN
UNDER SEAL AND IT IS INTENDED THAT THIS RESOLUTION IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A SEALED INSTRUMENT
ACCORDING TO LAW.
CERTIFIED TO AND ATTESTED BY:
/s/ James Ford
James Ford, Manager
NOTE: If the members signing this Resolution are designated by the foregoing document as one of the members authorized to act on the Company’s behalf, it is advisable to
have this Resolution signed by at least one non-authorized member of the Company.

ASSIGNMENT OF LEASE
(Tenant’s Interest)
THIS ASSIGNMENT OF LEASE (“Assignment”) is made on 03/10/11 by ARCA Advanced Processing, LLC (“Assignor”) whose address is 4301 N. Delaware
Avenue, Bldg. A, Philadelphia, PA 19137 to Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (“Assignee”) whose address is 159 E. High
Street, Pottstown, PA 19464.
1.

Definitions.

“Lease”: Lease agreement, including all modifications, extensions and renewals, dated June 18, 2010 by and between Assignor as tenant and Delaware Ave, LLC
(“Landlord”) of the Property.
“Loan Agreement”: The Small Business Administration Authorization dated December 23, 2010 between The United States Small Business Administration and
Assignee and the Loan Agreement dated of even date herewith between Assignor and Assignee.
“Loan Documents”: The Note, the Loan Agreement and any loan documents relating to or securing the Note.
“Note”: The promissory note dated of even date herewith in the original principal amount of $1,250,000.00 delivered to Assignee by Assignor.
“Property”: The leasehold interest in the real estate commonly known as 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137 .
“Indebtedness”: All amounts outstanding at any time under the Note and Loan Documents.
All other capitalized terms used herein, unless otherwise specified, shall have the same meaning ascribed to them in the Loan Agreement.
2.
Assignment. Assignor, for good and valuable consideration, the receipt of which is hereby acknowledged, does hereby assign, convey, and deliver unto
Assignee all of Assignor’s right, title and interest in the Lease. To have and to hold the same unto Assignee, its successors and assigns, until termination of this Assignment as
hereinafter provided.
3.
Collateral Assignment. The parties intend that this Assignment shall be a collateral assignment of the Lease. Assignee shall not exercise its rights under
this Assignment until the occurrence of an Event of Default (as defined in Paragraph 10). Such assignment and grant shall continue in effect until the Indebtedness is paid in
full.
4.
Consideration. This Assignment is made for and in consideration of the loan made by Assignee to Assignor as set forth in the Loan Documents and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged.
5.
Indemnity. Assignor agrees to pay and protect, and indemnify and hold Assignee harmless from and against any and all claims, demands, liabilities, losses,
lawsuits, judgments and costs and expenses (including, without limitation, reasonable attorneys’ fees) to which Assignee may become exposed, or which Assignee may incur,
in connection with the Lease or in exercising its rights under this Assignment.
6.
Performance of Lease Covenants. Upon the occurrence of a default by Assignor under the Lease, Assignee may, at its option, perform any Lease covenant
for and on behalf of Assignor, and all monies expended in so doing shall be chargeable to Assignor and added to the outstanding principal balance of the Loan and shall be
immediately due and payable.

7.

Representations and Warranties. Assignor represents and warrants:
(a) The Lease is in full force and effect and has not been modified;

(b) There are no defaults, defenses or setoffs of either landlord or Assignor under the Lease nor, to the best of Assignor’s knowledge, is there any fact
which, with the giving of notice or lapse of time or both, would constitute a default under the Lease;
(c) The sole ownership of the entire tenant’s interest in the Lease is vested in Assignor and the Lease has not been otherwise assigned or pledged; and
(d) All rents due to date have been paid.
8.

Covenants and Agreements. Assignor hereby covenants and agrees as follows:

(a) Assignor shall comply with and perform in a complete and timely manner all of its obligations as tenant under the Lease. Assignor shall give notice to
Assignee of any default by Assignor under the Lease in such time to afford Assignee an opportunity to cure any such default prior to the landlord having any right to terminate
the Lease. Assignor shall also provide Assignee with notice of the commencement of an action of ejectment or any summary proceedings for dispossession of the Assignor
under the Lease;
(b) Assignor shall furnish promptly to Assignee a certified copy of the Lease. Assignee shall have the right to notify landlord at any time and from time to
time of any provision of the Loan Documents;
(c) Assignor shall not permit the Lease to be modified, terminated, extended or renewed without the prior written consent of Assignee, which consent shall
not be unreasonably withheld or delayed;
(d) Assignor shall not without the prior written consent of Assignee: (i) perform any act or execute any other instrument which might interfere with the
exercise of Assignee’s rights hereunder; or (ii) execute any assignment, pledge or other encumbrance of the Lease; and
(e) Assignee may assign its right, title and interest in the Lease and any subsequent assignee shall have all of the rights and powers provided to Assignee by
this Assignment.
9.
No Obligation. This Assignment shall not be deemed to impose upon Assignee any of the obligations or duties of the Assignor provided in any Lease.
Assignor hereby acknowledges and agrees: (i) Assignor is and will remain liable under the Lease to the same extent as though this Assignment had not been made; and
(ii) Assignee has not by this Assignment assumed any of the obligations of Assignor under the Lease, except as to such obligations which arise after such time as Assignee
shall have exercised its rights under this Assignment and assumed Assignee’s obligations under the Lease. This Assignment shall not make Assignee responsible for the care
or repair of the Property or any personal property or for the carrying out of any of the terms of the Lease. Assignee shall not be liable in any way for any injury or damage to
person or property sustained by any person or persons, firm, or corporation in or about the Property.
10.

Events of Default. The occurrence of any one or more of the following events shall constitute an “Event of Default” under this Assignment:
(a) failure of Assignor to pay when due any of the Indebtedness, including any payment due under the Note; or
(b) failure of Assignor to strictly comply with Sections 8(a) and (c) of this Assignment; or

(c) breach of any covenant (other than those covenants set forth in subsections (a) and (b) above), representation or warranty set forth in this Assignment
which is not cured within ten (10) days after notice; provided, however, if such breach cannot by its nature be cured within ten (10) days, and

Assignor immediately initiates steps which Lender deems in Lender’s sole discretion to be sufficient to cure the default and thereafter continues and completes all reasonable
and necessary steps sufficient to produce compliance as soon as reasonably practical; or
(d) the occurrence of an Event of Default under any other Loan Documents.
11.
Remedies. Upon the occurrence of an Event of Default, then, without notice to, or the consent of, Assignor, Assignee shall be entitled to exercise all of the
rights and remedies contained in this Assignment or in any other Loan Document or otherwise available at law or in equity. The rights and remedies of Assignee under this
Assignment are cumulative and are not in lieu of, but are in addition to, any other rights or remedies which Assignee may have under the Loan Documents, at law or
otherwise.
12.
Power of Attorney. Upon the occurrence of an Event of Default, Assignee shall have the right (and Assignor hereby irrevocably constitutes and appoints
Assignee as its attorney-in-fact, which power is coupled with an interest, to do so) to demand, receive and enforce Assignor’s rights with respect to the Lease, and to do any
and all acts in the name of Assignor or in the name of Assignee with the same force and effect as Assignor could do if this Assignment had not been made.
13.
Defense. Assignor shall at all times diligently enforce its rights in, under and to the Lease, unless otherwise directed by Assignee in writing, and shall, at
Assignor’s sole cost and expense, appear in and defend Assignee in any action or proceeding in any way connected with the Lease or this Assignment, and shall pay all
reasonable costs and expenses, including, without limitation, attorneys’ fees, which Assignee may incur in connection with Assignee’s appearance, voluntarily or otherwise, in
any such action or proceeding.
14.
No Waiver. The exercise of any rights under this Assignment by Assignee shall not cure or waive any Event of Default hereunder or under any of the other
Loan Documents. Failure of Assignee to avail itself of any of the terms of this Assignment for any period of time or for any reason shall not constitute a waiver of the
Assignment.
15.
Notices. Any notice or other communication required or permitted to be given shall be in writing addressed to the respective party as first set forth above
and shall be effective (i) when actually delivered, (ii) when deposited with a nationally recognized overnight courier or (iii) when deposited in the United States Mail, first
class, certified or registered, postage prepaid. Any party may change its address for notices under this Assignment by giving written notice to the other party as set forth
above.
16.
Applicable Law. This Assignment shall be governed by and shall be construed and enforced in accordance with the internal laws of the Commonwealth of
Pennsylvania without regard to conflicts of law principles. This Assignment shall be binding upon the parties hereto and their respective heirs, successors and assigns, and
may not be modified, amended or altered except by writing signed by each of the parties hereto.
[signature page to follow]

IN WITNESS WHEREOF, Assignor has executed this Assignment or has caused the same to be executed by its duly authorized representatives as of the date first
set forth above.
ASSIGNOR:
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

ENVIRONMENTAL INDEMNITY AGREEMENT
This Agreement is made on 03/10/11, by and between Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (“Lender”) and ARCA
Advanced Processing, LLC (“Borrower”) and Appliance Recycling Centers of America, Inc., Safe Disposal Systems, Inc., 4301 Operations, LLC, S.D.S. Service Inc.,
Scarabee Holdings, LLC, Brian Conners and James Ford (“Guarantor”) (hereinafter individually and/or collectively the “Indemnitor”).
RECITALS
A.
Borrower desires to obtain a loan from Lender in the principal sum of $1,250,000.00 (the “Loan”) as evidenced by that certain Promissory Note dated 03/10/11, a
Loan Agreement, and other supporting collateral documents (the “Loan Documents”).
B.
Indemnitor is or will be the owner and/or operator of certain real property commonly known as 4301 N. Delaware Avenue, Bldg. A, Philadelphia, PA 19137 and 8
Oak Hollow Drive, Voorhees, New Jersey 08043 (the “Subject Property”). Indemnitor agrees that the Subject Property does not contain any contamination caused by any
Hazardous Substance(s) (as defined within this Agreement) above action levels defined in any Environmental Laws.
C.

In order to induce Lender to make the Loan to Borrower, the Subject Property is offered as security for the Loan.

D.
In order for Lender to accept the Subject Property as security for the Loan, Lender requires that Indemnitor provide assurances the Subject Property is, and will
remain, clear of hazardous levels of toxic contaminants, including but not limited to asbestos, PCB’s, chlorinated hydrocarbons, petroleum products, pesticides and heavy
metals (“Hazardous Substances”) as defined by the Comprehensive Environmental Response Compensation and Liability Act (“CERCLA”) or any federal, state or local
environmental laws, rules or regulations (collectively referred to as “Environmental Laws”).
Therefore, in consideration of the mutual covenants and promises contained herein and in the Loan Documents, the Indemnitor hereby agrees to the following:
1.
Borrower agrees, prior to disbursement of the Loan, to submit to Lender if required, a copy of a recent report prepared by a qualified, impartial consultant,
satisfactory to Lender, verifying that the Subject Property offered as collateral has been tested and found clear of Hazardous Substances above action levels defined in any
Environmental Laws.
2.
Indemnitor represents that the Subject Property does not contain and will not be used to generate, manufacture, refine, transport, treat, store, handle or dispose of
Hazardous Substances or other toxic materials unless said actions are conducted pursuant to and in compliance with Environmental Laws and/or the conditions of a permit
issued by the appropriate federal or state governmental authorities. At the time Borrower submitted its application for the Loan, Borrower was and shall continue to be in
compliance with all Environmental Laws.
3.

Indemnitor warrants that after due and diligent inquiry, to the best of Indemnitor’s knowledge, the following statements are true and correct:

a. There has not been any summons, citation, directive, letter or other communication, written or oral, from any agency or department of any municipal, county,
state or the U.S. Government (collectively “Governmental Agency”) concerning any intentional or unintentional action or omission on the part of Borrower or any previous
owner or operator of the Subject Property, which has resulted in the releasing, spilling, leaking, pumping, pouring, emitting, emptying or dumping (“Discharge”) of any
Hazardous Substances into the air, land or waters above acceptable levels as established by any Governmental Agency.
b. As a result of the past or present use of the Subject Property, there is no unremedied damage known to have occurred to the air, lands, waters, fish, shellfish,
wildlife, biota or any other resource owned, managed, held in trust, or otherwise controlled by the state in which Subject Property is located.
4.
Indemnitor agrees not to cause or permit to exist, as a result of an intentional or unintentional act or omission on its part, a Discharge of any Hazardous Substances
into the air, waters, or lands within, under or outside the Subject Property, where damage may result to the air, lands, water, fish, shellfish, wildlife, biota and other resources
unless

Discharge is pursuant to and in compliance with the conditions of a permit issued by the appropriate Governmental Agency.
5.
Borrower agrees to submit to Lender, should Lender in its discretion deem such is required, not more than once a year, an updated report prepared by a qualified
impartial consultant, satisfactory to Lender, verifying that the Subject Property remains clear of hazardous levels of contaminants. If Borrower fails to provide such a report
within thirty (30) days of request by Lender, Lender has the right, but is not required, to order such a report at Borrower’s expense.
6.
In the event that said report indicates that the Subject Property is not clear of hazardous levels of toxic contaminants, Lender will provide written notice to Indemnitor
requiring correction of the condition within 30 days, or such reasonable additional time period as Lender may determine in its sole discretion.
7.
In the event that Indemnitor fails to correct the condition to the satisfaction of Lender within the period of time stated in the notice, Lender may, with the concurrence
of the U.S. Small Business Administration, declare a default of the loan under the terms and conditions contained in the Loan Documents.
8.
At all times Indemnitor agrees to immediately notify Lender should Indemnitor become aware of (i) any toxic contaminants or other environmental problem or
liability with respect to the Subject Property, or (ii) any lien, action or notice from any Governmental Agency concerning Hazardous Substances on the Subject Property.
Indemnitor shall, at its own cost and expense, take all actions as shall be necessary or advisable for the clean-up of the Subject Property, including all remedial actions in
accordance with all applicable Environmental Laws (and in all events in a manner satisfactory to Lender). Indemnitor shall further pay or cause to be paid, at no expense to

Lender, all clean-up, administrative, and enforcement costs which may be asserted against the Subject Property or the owner or operator thereof by any Governmental
Agency.
9.
Borrower acknowledges that Lender is relying on this Agreement in making the Loan, and Borrower, Indemnitor and its principals as individuals agree to indemnify
and hold harmless Lender, its agents, and assigns from and against any damages, cost, liability or expense, including attorney and other professional fees, directly or indirectly
attributable to the presence of Hazardous Substances, on or under the Subject Property or adjoining real property and based upon claims assertable by any Governmental
Agency or other third parties against Lender or its assigns.
10.
This indemnification will specifically survive, and is entirely independent of the Borrower’s contractual obligation to repay the primary obligation held by Lender as
amended, extended or renewed by Lender and release of Lender liens on Indemnitor’s real or personal property by payment, foreclosure or other action including Lender’s
discretionary abandonment of lien.
11.
Those liabilities, losses, claims, damages and expenses for which Lender is indemnified shall be reimbursable to Lender as Lender’s obligations to make payments
with respect thereto are incurred, notwithstanding any litigation, claim or other proceeding. Indemnitor shall pay such liability, losses, claims, damages and expenses to
Lender as incurred within thirty (30) days after notice from Lender itemizing the amounts incurred to the date of such notice. In addition to any remedy available for failure to
periodically pay such amounts, such amounts shall thereafter bear interest at the maximum rate permitted by law.
12.
Indemnitor waives any execution of this Environmental Indemnity Agreement by Lender. The failure of Lender to enforce any right or remedy hereunder, or to
promptly enforce any such right or remedy, shall not constitute a waiver thereof nor give rise to any estoppel against Lender, nor excuse Indemnitor from its obligations
hereunder. Any waiver of such right or remedy must be in writing and signed by Lender. Any waiver of any provision herein by Lender shall not be deemed a continuing
waiver thereof. Any waiver of any part or provision herein shall not be deemed a waiver of any other part or provision herein whereas said other parts and provisions of the
within Agreement shall remain in full force and effect. This Agreement is subject to enforcement at law and/or equity, including actions for damages and/or specific
performance.
[signature page to follow]

LENDER:
Susquehanna Bank
By:

INDEMNITOR:
ARCA Advanced Processing, LLC

/s/ Lisa Viscusi

By:
,

/s/ Brian Conners
Brian Conners, Chief Manager

Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

/s/ Brian Conners
Brian Conners, individually
/s/ James Ford
James Ford, individually

CLOSING CERTIFICATION
POST_CLOSING COMPLIANCE AND DOCUMENT CORRECTION AGREEMENT
AND
LIMITED POWER OF ATTORNEY
In consideration of the loan made by Susquehanna Bank, a Pennsylvania state-chartered commercial banking corporation (the “Lender”) to ARCA Advanced Processing, LLC
(the “Borrower”) in the amount of $1,250,000.00 (the “Loan”) and to induce the Lender to make the Loan, the undersigned do(es) hereby represent, certify, covenant, and
agree as follows:

1.
If any properties pledged as collateral are designated by the Federal Government as falling within the boundaries of a special flood hazard area and Federal Flood
Insurance becomes available, the undersigned will purchase and maintain such insurance in the amounts and coverage equal to the lesser of (a) the insurable value of the
property, or (b) the maximum limit of coverage available at subsidized rates during the life of the Loan. Borrower(s) and/or Guarantor(s) will not be eligible for any future
flood disaster assistance if this flood insurance is not maintained.
2.
No life insurance in addition to the amount specified in the Loan documents is to be purchased by the Borrower(s) and/or Guarantor(s) for this Loan and no current
policy collaterally assigned or to be collaterally assigned to Lender will be converted until the Loan is fully paid without prior written approval of the Lender. In addition, the
undersigned agree(s) to provide any and all insurance forms and financial statements requested by Lender, including, without limitation: (a) business financial statements for
Borrower, along with annual tax returns; (b) annual personal financial statements and tax returns for Guarantor(s); (c) annual property tax receipts; and (d) hazard insurance
policy/ies covering collateral pledged to Susquehanna Bank.
3.
As of this date, there have been no unremedied adverse changes in the Borrower(s) or Guarantor(s) financial condition, organization, operations or fixed assets and
there are no outstanding tax liabilities owed as of this date, including, but not limited to the following: Federal, State & Local income and other taxes, since the loan
application was submitted to Lender.
4.
F.I.C.A. and Withheld Income Tax of the Borrower are currently being deposited on a regular basis. All other payroll taxes are paid or deposited quarterly. The
undersigned hereby certifies that Borrower is current on all Federal and State taxes, including, but not limited to, income taxes, payroll taxes, real estate taxes, and sales taxes,
and that all future taxes will be paid when due.
5.
All insurance, licenses, permits and/or other approvals necessary to lawfully operate the Borrower’s/s’ business have been obtained or have been applied for and will
be obtained. To the extent that it may later be determined that any additional insurance, licenses, permits and/or other approvals may be required, the undersigned will
immediately secure them and forward copies to Lender once they have been obtained.
6.
(a)
In consideration of Lender disbursing funds for the closing of the Loan secured by the Property being encumbered, and regardless of the reason for any loss,
misplacement, or inaccuracy in any loan documentation, the undersigned agree(s) as follows: If any document is lost, misplaced, misstated or inaccurately reflects the true
and correct terms and conditions of the Loan, upon request of the Lender, the undersigned will comply with Lender’s request to execute, acknowledge, initial and deliver to
Lender any documentation Lender deems necessary to replace

or correct the lost, misplaced, misstated or inaccurate documents. All documents Lender requests of Borrower(s) and/or Guarantor(s) shall be referred to as “Replacement
Documents.” The undersigned agree(s) to deliver the Replacement Documents within ten (10) days after receipt by the undersigned of a written request for such replacement.
The undersigned also agree(s) that upon request the undersigned will supply additional amounts and/or pay to Lender any additional sum previously disclosed to Borrower(s)
and/or Guarantor(s) for any cost or fee associated with the Loan, which for whatever reason it was not collected at closing (“Additional Fees”).
(b)
Any request under this Agreement may be made by the Lender (including assignees and persons acting on behalf of the Lender) and shall beprima facie
evidence of the necessity for same. A written statement addressed to the undersigned, or any of them at the address indicated in the Loan documentation shall be considered
conclusive evidence of the necessity for Replacement Documents.
(c)
Failure or refusal by the undersigned to comply with the terms of the correction request shall constitute a default under the note and/or mortgage/deed of
trust, and shall give Lender the option of declaring all sums secured by the Loan documents immediately due and payable.
(d)
If Failure or refusal by the undersigned to execute, acknowledge, initial and deliver the Replacement Documents or provide the Replacement Documents or
Additional Fees to Lender more than ten (10) days after being requested to do so by Lender and understanding that Lender is relying on these representations, Borrower(s)
agrees to be liable for any and all loss or damage which Lender reasonably sustains thereby, including, but not limited to all reasonable attorney’s fees and costs incurred by
Lender.
7.
LIMITED POWER OF ATTORNEY. Notwithstanding the foregoing paragraph, the undersigned, for and in consideration of the approval, closing and funding of
the Loan, hereby grant(s) to Lender a LIMITED POWER OF ATTORNEY to correct and/or re-execute or initial documents containing typographical or clerical errors
discovered in any or all of the closing documentation required to be executed by the undersigned at settlement or during the Loan approval process, including, but not limited
to:
(a)

Errors with the Borrower(s)’ or Guarantor(s)’ name(s) including, but not limited to wrong or misspelled names;

(b)

Errors with the property address including, but not limited to, wrong or misspelled street, city or town names, incorrect house or street numbers or zip codes;

(c)

Errors in the legal description for the property;

(d)

Errors with the applicable county name, including wrong or misspelled county names; and

(e)

Errors related to the date of documents, including wrong or incomplete dates.

In the event the Limited Power of Attorney granted pursuant to this section is exercised, Lender will notify the undersigned and will provide a copy of the
document(s) executed, initialed and/or corrected on their behalf. The Power of Attorney granted herein is limited to the rights set forth herein and may not be used to increase
the interest rate of the Loan, alter the term of the Loan, increase the outstanding principal balance of the Loan or increase the monthly principal

and interest payment under the Loan. The undersigned acknowledge(s) that the grant of the Limited Power of Attorney set forth herein is in exchange for good and
valuable consideration and is intended to be coupled with an interest, and the undersigned do(es) hereby make and declare this Limited Power of Attorney to be
irrevocable by the undersigned, or otherwise, renouncing all right to revoke this power or to appoint any other person to perform any of the acts enumerated
herein.
8.

The undersigned have read all of the Loan documents relating to the Loan and understand(s) the meaning and content of said Loan documents.

9.
The undersigned understand that the Loan documents constitute the entire agreement between Borrower(s) and Lender and that no agent or representative of Lender
has made any statement, agreement or representation, either oral or written, in connection with the Loan that would modify, add to or change the terms and conditions set forth
in the various documents executed in conjunction with this transaction. It is the intention of both the Lender and the undersigned that the following Disclaimer be incorporated
by reference into each of the Loan Documents so executed for this transaction.
“THIS WRITTEN LOAN AGREEMENT
REPRESENTS THE FINAL AGREEMENT

BETWEEN THE PARTIES
AND SHALL NOT BE CONTRADICTED BY
EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR
SUBSEQUENT ORAL AGREEMENTS
OF THE PARTIES.
THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN THE PARTIES.”
10.
The undersigned understand and acknowledge that the representations made herein are material to Lender’s decision to close and fund the Loan and that Lender is
relying upon these representations in connection with the making of the Loan. The undersigned further acknowledge and understand that the obligations enumerated herein
shall survive closing and that any failure to comply with the obligations as set forth herein shall constitute a default under the Loan documents, entitling Lender to pursue any
and all remedies set forth in the Loan documents, including, but in no way limited to acceleration of the indebtedness.
11.
Any documents required to be delivered to Lender shall be delivered to the offices of Susquehanna Bank, 159 E. High Street, Pottstown, Pennsylvania 19464, Attn:
Loan Servicing.
12.
This agreement will survive the closing of the Loan, and inure to the benefit of Lender’s successors and assigns and binding upon the heirs, successors and assigns of
Borrower(s).
[Signatures on following page]

IN WITNESS WHEREOF, the undersigned have caused this Agreement to be executed to be executed as of the date set forth herein.
ARCA Advanced Processing, LLC
By:

/s/ Brian Conners
Brian Conners, Chief Manager

Appliance Recycling Centers of America, Inc.
By:

/s/ Edward R. Cameron
Edward Cameron, President

Safe Disposal Systems, Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

4301 Operations, LLC
By:

/s/ Brian Conners
Brian Conners, Director

By:

/s/ James Ford
James Ford, Director

S.D.S. Service Inc.
By:

/s/ Brian Conners
Brian Conners, President/Secretary

Scarabee Holdings, LLC
By:

/s/ James Ford
James Ford, Manager

/s/ Brian Conners
Brian Conners, individually
/s/ James Ford
James Ford, individually
Date: 03/10/11

Exhibit 31.1
CERTIFICATIONS:
I, Edward R. Cameron, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Appliance Recycling Centers of America, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of and for the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

a.

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;

b.

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c.

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and

d.

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: May 13, 2011

/s/ Edward R. Cameron
Edward R. Cameron
President and Chief Executive Officer

Exhibit 31.2
CERTIFICATIONS:
I, Peter P. Hausback, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Appliance Recycling Centers of America, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

a.

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;

b.

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c.

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and

d.

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: May 13, 2011

/s/ Peter P. Hausback
Peter P. Hausback
Executive Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
Pursuant to 18 U.S.C. §1350 (as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002), the undersigned Chief Executive Officer of Appliance Recycling
Centers of America, Inc. (the “Company”) hereby certifies that the Quarterly Report on Form 10-Q of the Company for the quarterly period ended April 2, 2011 (the
“Report”) fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in the Report fairly
presents, in all material respects, the financial condition and results of operations of the Company.
Dated: May 13, 2011

/s/ Edward R. Cameron
Edward R. Cameron
President and Chief Executive Officer

* A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities
and Exchange Commission or its staff upon request.

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
Pursuant to 18 U.S.C. §1350 (as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002), the undersigned Chief Financial Officer of Appliance Recycling
Centers of America, Inc. (the “Company”) hereby certifies that the Quarterly Report on Form 10-Q of the Company for the quarterly period ended April 2, 2011 (the
“Report”) fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in the Report fairly
presents, in all material respects, the financial condition and results of operations of the Company.
Dated: May 13, 2011

/s/ Peter P. Hausback
Peter P. Hausback
Executive Vice President and Chief Financial Officer
Principal Financial and Accounting Officer

* A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities
and Exchange Commission or its staff upon request.

