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EXECUTION COPY

THA OPE SEC AG

INTELLECTUAL PROPERTY SECURITY AGREEMENT (this “Agreement”) dated as
of January 14, 2005 by and between The Wet Seal, Inc., a Delaware carporation with its
principal executive offices at 26972 Burbank, Foothill Ranch, California 92610 (the “Grantor”),
and The Bank of New York, a New York banking corporation, as coilareral agent {in such
capacity, rogether with its successors and assigns, if any, the “Collateral Agent”) for the benefit
of the Secured Parties (as defined in the Security Agreement referred o below), in consideration
of the mutual covenants contained herein and benefits to be derived herefrom.

WITNESSETH:

Reference is made to: (a) the Indenture dated as of January 14, 2005 (as amended,
modified, supplemented or yestated hereafter, the “Indenturg™) between the Grantor and The
Bank of New York, as Trustee and Collateral Agent; and (b) the Security Agreement dawed as of
January 14, 2005 (as amended, modificd, supplemented or restated hercafier, the “SGecurity
Agreement”™) by and among the Grantor, The Wet Seal Retail, Inc., a Delaware corporation
("Wet Sea] Retail), Wet Seal Catalog, Inc., a Delaware corporation ("Wet Se¢al Catalog") and
Wet Seal GC, Inc., a Virginia corporation ("Wet Seal GC", and together with the Grantor, Wet
Seal Reiail and Wer Seal Catalog, the "Security Graptors™), and the Collateral Agent,
Capitalized terms nsed herein and not defined herein shall have the meanings assigned o such
terms in the Indenture or the Security Agreement (as applicable).

The Grantor and the Collateral Agent, on behalf of itself and each other Secured Party
(and each of their respective successors or permitied assigns), hercby agree as follows:

SECTION 1. Definitions. As used herein, the following terms shall have the following
meanings:
“Copyright Licenses” shall mean all agreements, whether written or oral, providing for

the grant by or to Grantor of any right to nse any Copyright, including, without limitation, the
agreements listed on EXHIBIT A annexed hereto and made a part hereof.

“Copvright Office” shall mean the United States Copyright Office or any other federal
governmental agency which may hereafter perform its functions.

“Copyrights” shall mean 2l copyrights and like protections in each work of authorship or
derivative work thereof of Grantor, whether registered or unregisiered and whether published or
unpublished, including, without limitation, the copyrights listed on EXHIBIT A annexed hereto
and made a part hereof, together with all registrations and recordings thereof and all applications
in comnection therewith, and any geodwill of the business connected with, and symbolized by,
any of the foregoing,.

“Inrellectug} Praperty™ shall have the meaning assigned to such term in Section 3 hereof.
“IP Collateral” shall have the meaning assigned to such term in Section 2 hereof.

9773I24.10
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“Ljcenses™ shall mean, collectively, the Copyright Licenses, Patent Licenses and
Trademark Licenses.

"Material Adverse Effect” ghall mean a material adverse effect on (a) the business,
operations, property, assets, of condition, financial or otherwise, of the Grantor and its
Subsidiaries taken as a whole, (b) the ability of the Grantor or the Security Grantors to perform
any malterial obligation or to pay any Obligations under this Agreement or any of the other
Transaction Documents, or (¢) the validity or enforceability of this Agreement or any of the other
Transaction Documents or any of the material rights or remedies of the Collateral Agent or the
Secured Parties heremnder or thereunder. ¥a determining whether any individual event would
result in & Material Adverse Effect, notwithstanding that such event in and of itself does not have
such effect, a Material Adverse Effect shall be deemed 1o have occurred if the cumulative effect
of such event and all other then existing events would result in a Material Adverse Effect.

“Patents” shall mean all letters patent and applications for leniers patent of Grantor, and
the invenuons and improvemenis thevein disclosed, and any and all divisions, reissues and
continuations of said letters patent including, without limitation the patents listed on EXHIBIT
B annexed hereto and made a part hereof.

" ic » shall mean all agreements, whether written or oral, providing for the
grant by or to Grantor of any right to manufacture, use or sell any invention covered by a Patent,

including, without limitation, the agreements tisted on EXHIBIT B ammexed hereto and made a
part hereof.

~PTO" shall mean the United States Patent and Trademark Office or any other federal
governmental agency which may hereafier perfonm its functions.

~Trademarks” shall mean all rademarks, trade names, corporaie names, COMpany names,
business names, fictitious business names, trade dress, trade styles, service marks, designs, logos
and other source or business identifiers of Grantor, whether registered or unregistered, jucluding,
without limitation, the wademarks listed on EXHIBIT C annexed hereto and made a part hereof,
ogether with all registrations and recordings thereof, all applications in connection therewith,
and any goodwill of the business connected with, and symbolized by, any of the foregoing.

“Trademark Licepses” shall mcan all agreements, whether written or oral, providing for
the grant by or to Grantor of any right 1o use any Trademark, inclnding, without limitation, the
agreements listed on EXHIRIT C annexed hereto and made a part hereof,

SECTION 2. Grant of Security Intgrest In furtherance and as confirmation of the
Security Interest granted by the Grantor o the Collateral Agent (for the ratable benefit of the
Secured Parties) under the Security Agreement, and as further security for the payment or
performance, as the case may pe, in full of the Obligations, Grantor hercby ratifies such Security
Tnierest and grants to the Collaieral Agemt (for the ramable benefit of the Secured Paries) a
continuing security mterest, with a power of sale (which power of sale shall be exercisable only
following the ocenrrence and during the continuance of an Event of Defauli), in all of the present
and future right, title and imterest of the Grantor in and to the following property, and each item
thereof, whether now owned or existng or hereafier acquired or arising, together with all

971322410
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products, procesds substitations, and agcessions of or w0 any of the following property
(collectively, the “[P Collgieral™):

{a) Al} Copyrights and Copyright Licenses.
() All Patents and Patent Licenses.

() All Trademarks and Trademark Licenses.
()  All renewals of any of the foregoing.

i lated to, any and
All General Imangibles connected with the nse of, or ¥¢ ;
all Im;zl(lz)ctual Property (including, without limitahen, all goodwill of the Grantor and 115
business, products and services appunicnant to, associated with, or symbolized by, any
and all Trwellectual Property and the use thereof).

i i hercafter due

All income, voyalties, damages and payments now and I ;
and/or %;ame under and with respect to any of the foregoing, including, wmmu;
limiration, payments under all Licenses entered into in connection therewith and damage
and paymems for past or future infringements or dilutions thercof.

(g)  Theright 1o sue for past, present and futore infringements and dilutions of
any of the foregoing.

(h) Al of the Granior's rights corresponding to amy of the foregoing
throughots the world.

t as set farth helow
SECTION 3. Protection of Jntellectual Property By Grantor. Fxcep S S e et
in this Section 3, the Grantor shall undertake the following with respect o eac ki
;It:::rﬁsrcspe::c:ir:mly described in Sections 2(a), (b), (c), (d) and () (collectively, the “Intelleciual
Property™):

all renewal fees and other fees and coats associated with maintaining
the Iute(l?zcmalPI?aperty and with the processing of the Intellectual Property and rake ali
other reasonable and necessary sieps 10 maintain each registrarion of the Intellectual
Property.

i f the Inteliectual
Take all acrions reasonably necessary to prevent any ot H t
Pmpcrt;b :!fmm becoming forfeited, abandoned, dedicated 1o the public, invalidared or
impaired in any way.

? 1 the processing of
c At the Grantor’s sole cost, expense, and risk, pursue :
each apglgcation for registration which is the subject of the security interest created herem
and not abandon or delay any such efforts.

’ 1 1 action which
At the Grantor's sole cost, expense, and risk, take any and al
the mﬂm reasonably deems appropriate under the circumstances 10 protect the

9773224.10
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Intellecmal Property from infiingement, misappropriation or dilution, including, without
limitation, the prosecution and defense of infringement actions.

Notwithstanding the foregoing, so long as no Fvent of Defauht has occumred and is
continuing, and no Material Adverse Effect would result therefrom, Granior shall not have an
obligation 10 use or 10 maintain any Intellectual Property (i) that relates solely to any product that
has been discontinued, abandoned or terminated, or (ii) that has been replaced with Intellectual
Property substantially similar to the Intellectual Property that may be abandoned or otherwise
become invalid, so long as the failure 10 use or maintain such Intellecrual Property does not
materially adversely affect the validity of such replacement Intellectual Property and so long as
such replacement Intelleciual Property 1s subject 1o the lien created by this Agreement.

SECTION 4.
warrants that:

The Grantor represents and

(a) EXHIBIT A is a rue, correct wnd complete list of all Copyrights and
Copyright Licenses owned by the Grantor as of the date hereof.

) EXHIBIT B is a true, cotrect and complete list of all Patents and Patent
Licenses owned by the Gramor as of the dare hercof.

(c) EXHIBIT C is a wue, correct and complete list of all Trademarks and
Trademark Licenses owned by the Grantor as of the dale hereof.

(d) Fxcept as set forth in EXHIBITS A, B and C, none of the Intellectual
Property is the subject of any licensing or franchise agreement pursuant to which Grantor
is the licensor or franchisor.

(e} All IP Collateral is, and shall remain, free and clear of all Liens,
encumbrances, or securily interests in favor of amy Person, other than Permifted
Encumbrances and Liens in favor of the Collateral Agent.

49 Grantor owns, or is licensed 1o use, all Intellectual Property necessary for
the conduct of its business as curremtly conducted. No material claim has been asserwed
and is pending by any Person challenging or questioning the use by Grantor of any of its
Intellectual Property or the validity or effectivencss of any of its Intellecmal Property, nor
does Grantor know of any vali@ basis for any such claim, except as otherwise set forth in
the Indenture. The Grantor considers that the use by the Grantor of the Intellectual
Property does not infringe the rights of any Person in any material respect. No holding,
decision or judgment has been rendered by any G overnmental Authority which wonld
limit, cencel or question the validity of, or Grantor’s rights in, any Intellectual Property in
any respect that could reasonably be expecied 1o have a Material Adverse Effect on the
business or the property of Granor.

The Grantor shall give the Holders wrinten notice (with reasonable detail)
within ten (10) days following the occurrence of any of the following:

977322410

TRADEMARK
REEL: 003015 FRAME: 0491



12:47pm From=-AKIN GUMP ET EL-DAL 214-968-4343--2 T-731 P.20/26  F-B2Z7

(i) The Gramor’s obtaining rights 1o, and filing applications for
regisiration of, any new Intellectual Property, or otherwise acquiring ownership of
any newly registered Intellectual Property (other than the Grantor’s right to sell
products containing the trademarks of others in the ordinary course of the
Grantor's business).

(ii) The Grantor’s becoming entitled to the bemefit of any new
registered Imeliectual Property whether as licensee or Heensor (other than the
Grantor’s right to sell products containing the wademarks of others in the ordinary
course of the Grantor’s business).

(iii) The Grantor’s entering into any new Licenses with respect o the
Intellectual Properry.

(iv) The Grantor's kpowing or having reason 1o know, that any
application or registration relating to any Intellectual Property may hecome
forfeited, abandoned or dedicated to the public, or of any adverse determination or
development (including, withowt limitation, the instituton of, or any such
determination or development in, any proceeding in the PTO, the Copyright
Office or any court or wibunal) regarding the Grantor's ownership of, or the
validity of, any Intellectual Property or the Grantor’s right 1o register the same or
1o own and mamtain the same.

SECTION 3.

(a) The provisions ofthis Agreement shall automatically applyte any such
additional p roperty or rights d eseribed in subsections (i), (i1) and (jii) o £ S ection 4{(g),
abave, all of which shall be deemed to be and treated as “Intellectual Property” within the
meaning of this Agreement.

(b) The Grantor shall execute and deliver, and have recorded, any and all
agreements, insquments, documents and papers as shall be necessary, including any that
the Collateral Agent may reasonably request, to evidence the Collateral Agent’s perfected
security interest in any Copyright, P atent or Trademark and the goodwill and G eneral
Tntangibles of the Gramtor relating thereto or represented thereby (including, wathout
limitation, filings with the PTO, the Copyright Office or any similar office), and the
Grantor hereby constitutes the Collateral Agent as uts antorney-in-fact to execute and file
all such writings for the foregoing purposes, all acts of such attorney being hereby
ratified and confirmed; provided, however, that the Collateral Agent shall have no
obligation to take any such action and the Collateral Agent's taking of such action shall
not be a condition 1o the creation or perfection of the security interest creaied hereby.

SECTION 6. Grantor’s Righis To Enforce Inteliectual Property. Prior 10 the Collateral
Agent’s giving of notice to the Grantor following the occurrence and during the continuance of
an Event of Default, the Grantor shall have the exclusive right 1o sue for past, present and furare
infringement of the Intellectual Property including the right 1o seek injuncrions and/or money

973224 10
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damages, in an effort by the Grantor 10 protect the Toreliectual Property against encroachment by
third partics, provided, however:

(a) The Grantor first provides the Collateral Agent with written notice of the
Grantor’s intention 1o so sue for enforcement of any Intelicciual Propenty.

{h) Any money damages awarded or received by the Grantor on account of
such suit (or the threat of such suit) shall constiute IP Collateral.

(3] Following the occurrence and during the continuance of any Event of
Default, the Collateral Agent, by notice to the Grantor, may terminate or limit the
Grantor’s rights under this Section 6.

SECTION 7. Collatera] Agent’s Actions To Protect Intellectual Property. In the event
of:

(a) the Grantor’s failure, within twenty (20) days of writien notice from the
Collateral A gent, to cure any failure by the Grantorto observe or perform any of the
Girantor’s covenanls, agreements or other obligations hereunder; and/or

1)) the occurrence and continuance of any other Event of Default,

then, in each such event, the Collateral Agent, acting in its own name or in that of the
Grantor, may (but shall not be required to) act in the Grantor’s place and stead and/or in
the Collateral Agent's own right in connection therewith.

SECTION 8. Rights Upon Default. Upon the occurrence and during the continuance of
any Evemt of Default, the Collateral Agent may, subject 1o the Senior Subordination Agreement
and Bridge Subordination Agreement, exercise all ights and remedies of a secured party upon
defanlt undsr the Uniform Commercial Code as adopted in the State of New York, with respect
to the Intellectual Property, in addition to which the Collateral Agent may sell, license, assign,
transfer, or otherwise dispose of the Intellectual Property. Any person may conclusively rely
apon an affidavit of an officer of the Collateral Agent that an Event of Defanlt has occwrred and
that the Collateral Agent is authorized to exercise such rights and remedies.

SECTION 9. Collaters] Agent As Attarney I Fact.

() The Grantor hereby irrevocably constituies and designates the Collateral
Agemt as and for the Grantor's aftomney in fact, effective following the occurrence and
during the continuance of any Event of Default:

(1) To supplement and amend from time to time Exhibits A, B and C
of this Agreement to include any new or additional Intellectual Property o f the
Grantor.

(i)  To exercise any of the rights and powers referenced herein.
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Gii) To execute all such inswuments, documents, and papers as the
Collateral Agent determines to be appropriare in connection with the exercise of
guch rights and remedies and to cause the sale, license, assignment, transfer, or

other disposition of the Intellectual Propesty.

(p)  The gram of a power of atiorney, being coupled with an interest, shall be
irrevocable until this Agrecment is terminated by a duly authorized officer of the
Collateral Agent.

(c) The Collateral Agent shall not be obligated 1o do any of the aris or O
exercise any of the powers authorized by Section 9(a), but if the Collateral Agem elects
1o do any such act or to exercise any of such powers, it shall not be accountable for move
than it actually receives as & result of such exercise of power, and shall not be responsible
1o Grantor for any act or omrission 1o act excepl for any act OT OmMission 10 act as 10 which
there is a final determination made in 8 judicial proceeding (in which proceeding the
Collateral Agent has had an opporunity be heard), which determination includes a
specific finding that the suhject act or omission to act had been grossly negligent or with
willful misconduct.

SECTION 10. Collateral Agent’s Rights

(a) Any use by the Collateral Agent of the Intellectual Property, a3 authorized
hereunder in connecton with the exercise of the Collateral Agent’s rights and remedies
under this Agreement, the Indemure and the Security Agreement shall be coextensive
with the Grantor’s rights thereunder and with respect thereto and without any liability for
royalties or other related charges.

(b) None o f this A greement, the Tndenture, the S ecurity A greement, OT any
act, omission, oF circumstance iaken or arising hereunder may be consirued as divectly or
indirectly conveying to the Collateral Agent any rights in and 1o the Intellectual Property,
which rights are effective only following the occurrence and during the continuance of
any Bvent of Default.

(c)  The rights, privileges, benefits, immunities and indemnities provided in
Amicle VI of the Indenture are hereby incorporated by reference, mutags mutandis.

SECTION 11, Intent. This Agreement is being executed and delivered by the Grantor for
the purpose of registering and confirming the grant of the security interest of the Collateral
Agent in the IP Collateral with the PTO and the Copyright Office. Tt is intended that the secunty
interest granted pursuant to this Agreement is granted as a supplement 10, and not in limitation
of, the Security Interesi granted to the Callateral Agent, for the ratable benefit of the Secured
Parties, under the Security Agreement. All provisions of the Security Agreement shall apply to
the IP Collateral. The Collateral Agent shall have the same rights, Temedies, powers, privileges
and discretions with respect to the security interests created in the IP Collateral as in all other
Collateral. In the event of a conflict berween this Agreement and the Security Agreement, the
terms of this Agreement shall contwrol with respect to the P Collateral and the Securnity
Agreement with Tespect 10 all other Collateral.
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SECTION 12. ice of Laws; Jursdiction: sent 10 Servige Process. This
Agreement and all rights and ohligations hereunder, including maners of construction, validity,
and performance, shall be governed by the laws of the State of New York. Each party hereby
irrevocably submirs to the exclusive jurisdiction of the state and federal courts sinting in The City
of New York, Borough of Manhatan, for the adjudication of any dispute hereunder or in
comnection herewith or with amy transaction coniemplated hereby or discussed herein, and
hereby irrevocably waives, and agrees not 10 assert in any suit, action or proceeding, any claim
that i1 is 1ot p ersonally subject to the jurisdiction o f any such c ourt, that such suit, action or
proceeding is brought in an inconvenient forum or that the venue of such sult, action of
proceeding is improper. The Grantor hereby irrevocably waives personal service of process and
consents to process being served in any such swit, action or proceeding by mailing a copy thereof
10 such party at the address for such notices 1o it under the Indenrure and agrees that such service
shall ¢ onstinute good and s ufficient s ervice o f process and nofice thereof. N othing contained
herein shall be deemed to limix in any way any right to Serve process in any manner permitted by
law.

=1

SECTION 13, WAIVER OF JURY TRIAL EACH PARTY HERETO HEREBY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT
TO A JURY IN ANY TRIAL OF ANY CASE OR CONTROVERSY IN WHICH ANY PARTY
HERETO IS OR BECOMES A PARTY (WHETHER SUCH CASE OR CONTROVERSY 1S
INITIATED BY OR AGAINST ANY PARTY HERETO OR IN WHICH ANY PARTY
HERETO, 1S JOINED AS A PARTY LITIGANT), WHICH CASE OR CONTROVERSY
ARISES OUT OF OR RELATES TO THIS AGREEMENT OR ANY OTHER TRANSACTION
DOCUMENT. EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE,
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION. SEEK TQ ENFORCE THE FOREGOING WAIVER AND (B)
ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN
INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE
MUTUAL WAIVERS AND CERTIFICATIONS SET FORTH IN THIS SECTION 13.

SECTION 14. Amendments; Waivers.

(2)  The rights, remedies, powers, privileges, and discretions of the Collateral Agent
and each Holder hereunder and under Applicable Law (herein, the "o Agent’'s Ri
and Remedies™ shall be cumulative and not exclusive of any rights or remedies which such
party would otherwise have. No delay or omission by the Collateral Agent or any Holder in
exercising or enforcing any of the Collateral Agent’s Rights and Remexdies shall operate as, or
constitute, a waiver thereof. No waiver by the Collateral Agent ar any Haolder of any Bvemt of
Defayit or of any default under any other agreement shall operaie as a waiver of any other
defanlt hereunder or under any other agreement. No single or partial exercise of any of the
Collateral Agent’s Rights or Remedics, and no express or implied agreement or transaction of
whatever nature entered into between the Collateral Agent or any Holder and any Person, at any
time, shall precinde the other or further exercise of the Collateral Agent’s Rights and Remedies.
No waiver by the Collateral Agent or any Helder of any of the Collateral Agent’s Rights and
Remedies on any one occasion shall be deemed a waiver on any subsequent occasion, nor shall it
be deemed a continuing waiver. The Collateral Agent's Rights and Remedies may be exercised
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at such time or times and in such order of preference as the Collateral Agent or any Holder may
determine. The Collateral Agent’s Rights and Remedies may be exercised without resort or
regard 1 any other source of satisfaction of the Obligations. No waiver of any provisions of this
Agreement or any other Transaction Document or consent to any deparure by the Grantor
therefrom shall in any cvent be effective uniess the same shall be permitied by paragraph (b)
below, and then such waiver or consent shall he effective only in the specific instance and for the
purpase for which given. 'No notice to or demand on the Gramtor in any case shall enfitle the
Grantor to any other or further notice or demand in similar or other circumstances.

()] Neither this Agreement nor any provision hereof may be waived, amended of
modified except pursuant to a writien agreement entered into between the Collateral Agent and
the Grantor, subject 1o any conseni required in accordance with Section 9.02 or 5.07, as
applicable, of the Indenture.

SECTION 15. Subordiation Arrangements. Notwithstanding anything 1o the contrary
contained herein, the licns and securily imievests securing the indebtedness and other obligarions
incurved or arsing under or evidenced by this instrument and the rights and obhigations
evidenced hereby with respect to such licns are subordinate in the manner and 1o the extent s¢t
forth in the Senior Subordinanon Agreement and the Bridge Subordination Agreement, as
applicable, to the liens and security interests securing indebredness (including interest) owed by
the Granptor pursuant o the First Lien Credir Agreement and Bridge Credit Agrecment, a3
applicable, and certain guaramees of the indebtedness evidenced thereby, as such First Lien
Credit Agreement and Bridge Credit Agreement and such guarantees have been and hereafter
may be amended, restated, supplemented or otherwise modified from time to time as permitted
under the Senior Subordination Agreement and the Bridge Subordination Agréement, as
applicable, 1o the liens and security interests securing indebtedness refinancing the indebtedness
under such agreements as permitted by the Senior Subordination Agreement and the Bridge
Spbardination Agreement, as applicable, and each holder of this instrument, by iis acceptance
hereof, irrevocably agrecs to be bound by the provisions of the Senior Subordination Agreement
and the Bridge Subordination Agreement, as applicable.

[Signature Page Follows]
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WITNESS WHEREOF, the Grantor and the Trusice respectively have caused this
AmﬁmhmiuedWMudeWmﬂoﬁmdﬂmmofﬁndamﬁmMW
written.,

THE BANE OF NEW YORK, N.A.,

By:
Name:
Title:
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By:
Nams:
Title:

COLLATERAL AGENT:

THE BANE. OF NEW YORK,
as Collateral Age

By
: STACEY B-
?Iq‘iﬂe: ABSISTANT VICE PRESIDENT
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