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SECURITY AGREEMENT 

TJ-IIS SECURITY AGREEMENT ("Security Agreement"), dated JanuaryJO, 201 J, is 
made by Universal Appliances, Kitchens, and Baths, Inc., a Califomia corporation ("Universal" 
or the "Grantor") in favor of the Federal Trade Commission (the "Secured Party" or "the 
Commission"). 

WITNESSETH: 

WHEREAS, the parties hereto are pm-ties to a certain action under 42 U.S.c. § 6294 et 
seq., and 16 C.F.R. Part 305, to be issued by the Federal Trade Commission; and 

WHEREAS, the parties hereto have agreed to the cntry of a Consent Order as settlement 
of that action; and 

WHEREAS, Universal has agreed to pay a $100,000 civil penalty in certain installments 
pursuant to Section LA of the Consent Order (the "Civil Penalty Payments"); and 

WHEREAS, Universal has agreed to provide the COlmnission security interests to secure 
the Civil Penalty Payments, and it is 111e purpose of this Security Agreement to provide such 
security interests to the Commission. 

NOW, THEREFORE, as security for the Civil Penalty Payments to be made by Universal 



deemed made; or (iii) the Grantor shaIl fail to perform or observe any term, covcnant or 
agreement contained in any non-monetary covenant contained in this Security Agreement, the 
Consent Order, or any other document or instrument evidencing, securing or relating to the Civil 
Penalty Payments and if such failure under tbis clause shall remain unremedied for five days 
after the earlier of the date on which (A) an officer of the Grantor becomes aware of such failure 
or (B) the Secured Party gives written notice thereof to the Grantor; or (iv) there shall occur any 
default, or event which would be a default under any of the documents or instruments 
evidencing, securing or relating to the Civil Penalty Payments. 

d. "lnventotJl" means any "inventory," as such term is defined in Section 9-1 02(48) 
ofthe U.C.C., now owned or hereafter acquired by the Grantor, and wherever located, and, in 
any event, includes, without limitation, all inventory, merchandise, goods and other personal 
property now owned or hereafter acquired by the Grantor which are leased by a person as lessor; 
are held by a person for sale or lease or to be furnished under a contract of service; are thrnishcd 
by a person under a contract of service; consist of raw materials, work in process, or materials 
used or consumed in business; or the processing, packaging, delivery or shipping of the same, all 
finished goods, and including any inventory as is temporarily out of the Gral1tor' s custody or 
possession, including inventory on the premises of others and items in transit, and including any 
returns or repossessions upon any accounts, documents, instruments or chattel paper relating to 
or arising from the sale of inventory including the Grantor's riggd
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h. "u. C. c." means the Uniform Commercial Code as the same may, from time to 
time, be in effect in the State of California; provided, however, in the event that, by reason of 
mandatory provisions of law, any or all of the attachment, perfection or priority of the Secured 
Party's secmity interest in any Collateral is governed by the Uniform Commercial Code as in 
effect in a jurisdiction other than the State of California, the term "U.C.C." shall mean the 
Uniform Commercial Code as in effect in such other jurisdiction for purposes of the provisions 
hereof relating to such attachment, perfection or priority and for purposes of definitions related 
to such provisions. 

2. Grant of Security Interest. 

As collateral security for the full and prompt payments to he made by Universal pursuant 
to the Consent Order, and the performance of all the Secured Obligations, the Grantor hereby 
assigns, conveys, mortgages, pledges, hypothecates and transfers to the Secured Party and 
hereby grants to the Secured Party a security interest in, all of the Grantor's right, title tU1d 
interest in, all hlVentory as listed in Appendix 1 (hereinafter called the "Collateral"). The 
Grantor affirms that the aggregate value of its Inventory is approximately $1,450,000. 

3. Rights of the Secured Party; Limitations on the Secured Party's Obligations. 

Upon reasonable prior notice to the Grantor (unless a Default or Event of Default has 
occurred and is continuing, in whieh case no notice is nccessary), the Secured Party shall havc 
the right to physically verify the Inventory in any manner and through any medium that it 
considers advisable, tU1d the Grantor agrees to furnish all such assistance and information as the 
Sccured Parly may require in connection therewith. 

4. Representations and Warranties. 

The Grantor hereby represents and warrants (0 the Secured Party as follows: 

a. The Grantor is a corporation duly incorporated, validly existing and in good 
standing under the laws of the State of California. 

b. The execution, delivery and 
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d. This Security Agreement has been duly executed and delivered by the Grantor 
and is the legal, valid and binding obligation of the Grantor, enforceable against the Grantor in 
accordance with its terms. 

e. There is no pending or threatened action or proceeding affecting the Grantor or 
any of its subsidiaries before any court, governmental agency or arbitrator, which would 
materially adversely affect the ability of the Grantor to perform its obligations under this 
Security Agreement or which may materially adversely affect the financial condition or 
operations of the Grantor. 

f. The Grantor is the sole owner of each item of the Collateral in which it purports 
to grant a security interest hereunder, having good and marketable title thereto, free and clear of 
any and all liens, except for the security interest granted purSU8l1t to this Security Agreemcnt. 

g. No effective security agreement, financing statement, equivalent security or lien 
instrumeLlt or continuation statement covering all or any part of the Collateral is on file or of 
record in any public office, except such as may have been filed by the Grantor in favor of the 
Secured Party purSU8l1t to this Security Agreement. 

h. Appropriate financing statements having been filed in the jurisdictions listed on 
Sehedu1.e I hereto, this Security Agreement is effective to create a valid and continuing first 
priority lien on the Collateral which is prior to all other liens. All action necessary or desirable 
to protect and perfect such security interest in each item of the Collateral has been duly taken. 

L. The Grantor's principal place of business and the place where its records 
concerning the Collateral are kept and the location of its Inventory aTe sct forth on Schedule Il 
hereto. 

5. Covenants. 
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record of all payments received and all credits grallted with respect to the Collateral and all other 
dealings with the Collateral. The Grantor will mark its books and records pertaining to the 
Collateral to evidence this Agreement and the lien and security interests granted hereby. For the 
Secured Party's further security, the Grantor agrees that the Secured Party shall have a special 
property interest in all of the Grantor's books and records pertaining to the Collateral and, upon 
the occurrence and during the continuance of my Event of Default, the Grantor shall deliver and 
turn over ~U1y such books and records to the Secured Party or to its representatives at any time on 
demand of the Secured Party. Prior to the occurrence of an Event of Default and upon 
reasonable notice from the Secured Party, the Grantor shall permit any representative of the 
Secured Party to inspect such books and records and will provide photocopies thereof to the 
Secured Party. 

c. Compliance with Laws, Etc. The Grantor will comply, in all material respects, 
with all acts, rules, regulations, orders, decrees and directions of any governmental authority, 
applicable to the Collateral or any pmt thereof or to the operation of the Grantor's business; 
provided, however, that the Grantor may contest ally act, regulation, order, decree or direction in 
ally reasonable mallier which shall not, in the sole opinion of the Secured Party, adversely affect 
the Secured Party's rights hereunder or adversely affect the first priority of its lien on and 
security interest in the Collateral. 

d. Paymen.t of Obligations. The Grantor will pay promptly when due all taxes, 
assessments and governmental charges or levies imposed upon the Collateral or in respect of its 
income or profits therefrom and all claims of any kind (inclnding, without limitation, claims for 
labor, materials md supplies), except that no such charge need be paid if (i) such non-payment 
does not involve any danger of the sale, forfeiture or loss of any of the Collateral or any intercst 
therein, and (ii) such charge is adequately reserved against in accordance with and to the extent 
required by Generally Accepted Accounting Principles. 

e. Limitation on Liens on Collateral. The Grantor will not create, permit or suffer to 
exist, and will defend the Collateral against and take such other action as is necessary to remove, 
any lien on the Collateral and will defend the right, title and interest of the Secured Party in and 
to any of the Grantor's rights to tl,e Inventory against the claims and demands of all Persons 
whomsoever. 

f. Maintenance of insurance. The Grantor will maintain, with financially sound and 
reputable companies, insurance policies (i) insuring its Inventory against loss by fire, explosion, 
theft and such other casualties as are usually insured against by companies engaged in the same 
or similar businesses and 



(i) contain a clause which provides that the Secured Party's interest under the policy will not be 
invalidated by any act or omission of, or any breach 



change the location of its Inventory, each as set forth on Schedule Il hereto, unless it has taken 
such action as is necessmy to cause the security interest of the Secured Pm·ty in tbe Collaterami.0217 Tc6 
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an applicable license, sublicense, whether general, special or otherwise, and whether 011 an 
exclusive or non-exclusive basis, any patent or h'ademark, throughout the world for such term or 
terms, on such conditions, and in such maimer, as the Secured Party shall in its sole discretion 
determine; and (lei) generaIJy to sell, transfer, pledge, make any agreement with respect to or 
otherwise deal with any of the Collateral as fully and completely as though the Secured Party 
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8. Remedies, Rights Upon an Event of Default. 

a. If any Default or Event of Default shall occur and be continuing, the Secured 
Party may exercise in addition to all other rights and remedies granted to it in this Security 
Agreement and in any other instrument or agreement securing, evidencing or relating to the 
Secured Obligations, all rights and remedies of a secured party under the V.C.C. Without 
limiting the generality of the foregoing, the Grantor expressly agrees that in any such event the 
Secured Party, withollt demand of performance or other demand, advertisel:"'ent or notice of any 
kind (except the notice specified below oftime and place of public or private sale) to or upon the 
Grantor or any other Person (all and each of which demands, de7j
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d. The Proceeds of any sale, disposition or other realization upon all or any part of 
the Collateral shall be distributed by the Secured Party in the following order of priorities: First, 
to the payment of the costs and expenses of such sale, including, without limitation, all expenses 
of the Secured Party and its agents including the fees and expenses of its counsel, and all 
expenses, liabilities and advances made or 



right. The remedies herein provided are cumulative, may be exercised singly or concurrently, 
and are not exclusive of any remedies provided by law or any of tlle other documcnts 
evidencing, securing or relating to the Civil Penalty Payments. 

b. Failure by the Secured Party at any time or times hereafter to require stj
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SCHEDULE I TO SECURITY AGREEMENT 

FILINGS 

JURISDICTION FILING OFFICE 

SCHEDULE II TO SECURITY AGREEMENT 

LOCATION OF RECOlu)S AND CERTAIN COLLATERAL 

Principal Place of Business and Location of Records 

Location of Inventory 
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Appendix 1



Appendix 1: Appliance Inventory Report

[Redacted From Public Version of Decision and Order, But Incorporated By Reference]



Statement ofInventory of Universal Appliance, Kitchens, and Bath, Inc. 

I swear and affirm that the attached list accurately reflects the inventory held by 
Universal Appliance, Kitchens and Baths, Inc. as of this date and that, in my opinion 
based on the information available to me at this time, the approximate value of this 
inventory is $ 4 lfSO} 000 

.r
Dated: January ,.) , 2011 ,----

~ /2&, 
By: Igor Royz, Pr 
Universal Appli 
Baths, Inc. 
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