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Coast

Patent Security Agreement

This Agreement ("Agreement”). 15 of May 7, 1998 is entered into between Gilmore Enterprises
Window Coverings, Inc.. a California corporation ("Grantor”) and Coast Business Credit®, a division of
Southern Pacific Bank, a California corporation (Coast"y as follows:

A. Grantor has executed and dehvered a certain Loan and Security Agreement dated May 7, 1998
between Grantor and Coast (as amended froin time to time, the “Loan Agrecment™)

B. Grantor is the owner of certain :ntellectual property identified below, in which Grantor is granting a
security interest to Coast.

NOW. THEREFORE, in considera:ion of the premises, Grantor hereby agrees with Coast as follows:

1. To secure the complete ind timely satisfaction of all Obligations (as defined in the Loan
Agreement), Grantor hereby grants, to Cocst a first-priority security interest in all Grantor's right, title. and
interest in and to the patent applications and patents listed in Schedule A hereto. including without limitation all
proceeds thereof (such as, by way of exampiz, license royalties and proceeds of infringement suits), the right to
sue for past, present and future infringements, all rights corresponding thereto throughout the world and all
reissues, divisions, continuations, renewals, :xtensions and continuations-in-part thercot (collectively called the
“Patents™).

2. Grantor covenants and wa tants thai:

(a) The Patents are subsisting and have not been adjudged invalid or unenforceable, in whole or
in part;

(h) To the best of Grantor’s kr.owledge, each of the Patents 1s valid and entorceable:

() Except as described in Schedule A. Grantor is the sole and exclusive owner of the entire and

unencumbered right, title and interest in and to cach of the Patents, free and clear of any liens, charges and
encumbrances, including without limitation piedges, assignments, licenses, shop rights and covenants by Grantor
not to sue third persons; and

(d) Grantor has the unqualitic 1 nght to enter into this Agreement and pertorm its terms and has
entered and will enter into written agreem:nts with each of its present and future employees, agents and
consultants which will enable it to comply with the covenants herein contained. Except as specifically set forth
above, Grantor does not warrant that the Paterts might not be declared invalid if challenged in court.

3. Grantor agrees that, until Il of the Obligations shall have been satistied n full. it will not
enter into any agreement (for example, a licanse agreement) which is inconsistent with Grantor’s obligations
under this Agreement, without Coast’s prior v ritien consent.

4. If, before the Obligations : hall have been satistied in full, Grantor shall obtain rights to any
new patentable inventions, or become entitlec 1o the benefit of any patent application or patent for any reissuc.
division, continuation, renewal. extension, o continuation-in-part of any Patent or any improvement on any
Patent, the provisions of paragraph 1, shall avtomatically apply thereto and Grantor shall give to Coast prompt
notice thereof in writing hereot.

5. Grantor authorizes Coast i+ modify this Agreement by amending Schedule A to include any
future patents and patent applications which ar > Patents under paragraph 1 or paragraph 4 hereof.

6. Unless and until there shall have occurred and be continuing an Event of Default (as defined
in the Loan Agreement), Coast hereby grants to Grantor the exclusive, nontransferable right and license under
the Patents to make, have made for it, use «nd sell the inventions disclosed and claimed in the Patents for
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Coast Business Credit Patent Security Agreement

Grantor's own benefit and account and for none Hther. Grantor agrees not to sell or assign its interest in, or grant
any sublicense under, the license granted to Grantor in this paragraph 6. without the prior written consent of
Coast.

7. 1f any Event of Default shali have occurred and be continuing, Grantor’s license under the
Patents as set forth in paragraph 6, shall terminaie forthwith, and Coast shall have, in addition o all other rights
and remedies given it by this Agreement, those allowed by law and the rights and remedies of a secured party
under the Uniform Commercial Code as enacted in any jurisdiction in which the Patents may be located and.
without limiting the generality of the foregoing Coast may immediately, without demand of performance und
without other notice, except as set forth belov: (however. without limiting the foregoing. Coast shall usc
reasonable efforts 1o notify Borrower of any Event of Default. it being agreed and acknowledged that Coast's
failure to provide such notice shall under no circumstances impair Coast's rights hereunder or give rise 1o any
liability of Coast to Borrower or any other person.) or demand whatsoever to Grantor. alt of which are hereby
expressly waived, and without advertisement, sell al public or private sale or otherwise realize upon. in Los
Angeles, California, or elsewhere, the whole or ‘rom time to time any part of the Patents. or any interest which
the Grantor may have therein, and after deducting from the proceeds of sale or other disposition of the Patents all
expenses ¢including all reasonable expenses for broker’s tees and legal services), shall apply the residue of such
proceeds toward the payment of the Obligatior... Any remainder of the proceeds after payment in full of the
Obligations shall be paid over to the Grantor. Notice ol any sale or other disposition ol the Patents shall be
given to Grantor at lease ten (10} days before the time of any intended public or private sale or other disposition.
of the Patents is to be made. which Grantor hereby agrees shall be reasonable notice of such sale or other
disposition. At any such sale or other disposition, Coast may, to the extent permissible under applicable Taw.
purchase the whole or any part of the Patents =old, free from any right of redempticn on the part of Grantor.
which right is hereby waived and released.

8. If any Event of Default shall -:ave occurred and be continuing, Grantor hereby authorizes and
empowers Coast to make, constitute and appoint any officer or agent ol Coast, as Coasl may select in its
exclusive discretion, as Grantor’s true and lawfu! attorney-in-fact, with the power to endorse Grantor’s name on
all applications, documents, papers and instruments necessary for Coast to use the Patents, or 1o grant of 1ssus
any exclusive or nonexclusive license under the Patents 1o any third person, or necessary for Coast to assign,
pledge, convey or otherwise transfer title in or dispose of the Patents to any third person. Grantor hereby ratilies
all that such attorney shall lawlully do or vausc to be done by virtue hereof. This power of attorney shall be
irrevocable for the life of this Agreement.

O, At such time Grantor shall completely satisty all ot the Obligations, this Agreement shall
terminate and Coast shall execute and deliver to Srantor all deeds. assignments and other instruments as may be
necessary or property o re-vest in Grantor full t-tle to the Patents, subject to any disposition thereof’ which any
have been made by Coast pursuant hereto.

10, Any and all fees, costs and ¢ xpenses, of whatever kind of nature, including the reasonable
attorney’s fees and legal expenses incurred by Ce ast in connection with the preparation of this Agreement and all
other documents relating hercto and the constmmation of this Transaction, the filing or recording of any
documents (including all taxes in connection the:ewith) in public offices, the payment or discharge ol any taxes,
counsel fees, maintenance fees, encumbrances o+ otherwise protecting, maintaining or preserving the Patents. or
in defending or prosecuting any actions or procecdings arising out of or related to the Patents, shall be borne and
paid by Grantor on demand by Coast and until s paid shall be added to the principal amount of the Obligations
and shall bear interest at the highest rate prescrib-d in the Loan Agreement.

(BE Grantor shall have the duty, tirough counsel acceptable to Coast. to prosecute diligently anv
patent applications of the Patents pending as of the date of this Agreement or therecatter unul the Obligations
shall have been paid in full, to make applicatio:r on unpatented but patentable inventions and to preserve and
maintain all rights in patent application and patnts of the Patents, including without limitation the payment of
all maintenance fees. Any expenses incurred in connection with such application shall be borne by Grantor. The
Grantor shall not abandon any right to file a patent application, or any pending patent application or patent
without the consent of Coast, which consent shal” nat be unreasonably withheld.
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Coast Business Credit S Patent Security Agreement

12. Grantor shall have the ripht, with the consent of Coast, which shall not be unreasonably
withheld, to bring suit to its own name, and t» jom Coast, if necessary, as a part to such suit so long as Coast is
satisfied that such joinder will not subject 1 to any risk of hability, to enforce the Patents and any licenses
thereunder. Grantor shall promptly, upon dimand, reimburse and imdemnify Coast for all damages, costs and
expenses, including legal fees, incurred by Ceast pursuant to this paragraph 12.

13 No course of dealing betw zen Grantor and Coast, nor any failure to excrcise, nor any delay in
exercising, on the part of Coast, any right, power or privilege hereunder or under the Loan Agreement shall
operate as a waiver thereof; nor shall any sir gle or partial exercise of any right, power or privilege hereunder or
thereunder preclude any other or further exer:ise thercof or the exercise of any other nght. power or privilege.

14, All of Coast’s rights and -emcdies with respect to the Patents, whether established hereby or
by the Loan Agreement, or by any other agreements or by law shall be cumulative and may be exercised
singularly or concurrently.

15, The provisions of this Agreement arc scveral, and if any clause or provision shall be held
invalid and unenforceable in whole or in part in any jurisdiction, then such invalidity or uneforceability shall
affect only such clause or provision, or part thercof, in such jurisdiction, and shall not in any manner affect such
clause or provision in any other jurisdiction. or any clause or provision of this Agreement in any jurisdiction.

6. This Agreement 1s subje 't to modification only by a writing signed by the parties, except as
provided in paragraph S.

17. The benefits and burden . of this Agreement shall inure to the benefit of and be binding upon
the respective successors and permitted ass gns of the parties.

18, The validity and interpr tation of this Agreement and the rights and obligations of the parties
shall be governed by the laws of the State « £ California .

WITNESS the cxecution hereof vader seal as of the day and year first above written,

GRANTOR: COAST:
Gilmore Enterprises Coast Business Credit®, a division of
Window Coverings, Inc., Southcme,'q;j%c Bank
a Cuh'fomia‘I%‘,’o\rporat‘i‘op e R ,) - e
By: ("‘ - e By: / Aot £ é( v
Ken Gilmore Robert D. Peters
Title:  President Title:  Vice President
3
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Coast Business Credit Patent Security Agreement

EXHIBIT A
to Pazient Security Agreement
between Gilmore Enterprises Window Coverings, Inc. and Coast Business Credi
dated May 7. 1998

COUNTRY PATENT NUMBER
United States 5102598
United States 347348
4 PATENT
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JFROME D. STARK, pC

A PROFESSIONAL LAW CORPORATION

60 Plaza Square, Suite 200 » Orange, California o (714) 2888538 o FAX (714) 2881021 ’
Mailing Address: P.CC Box 1187 « Orange, California 92856-0187
F-Mail BIZLAW Y ER@worldnet.att.net

Via Overnight Courier Service

August 5, 1998

U.S. Patent and Trademark Office .
Office of Public Records =
Attn: Customer Services Counter

1213 Jefferson Davis Highway, 3 Floor
Arlington, VA 22202

Re:  Coast Business Credit®/Gilmore Enterprises Window Coverings, Inc.
Patent Security Agreement/Trademark Security Agreement

Dear Sirs:

Please find enclosed an original with copy of the above referenced documents. In addition, I have
enclosed checks in the amounts of eighty dollars ($80.00) and one hundred sixty-five doHars ($165.00:
for recording fees.

Kindly record the documents and return a « onformed copy to this office at your earliest convenience. It
you have any questions, please feel free to ontact me at (714) 288-8538.

Respectfully,
JEROME D. STARK, PC

Conrad Rodrique
Legal Assistant

Enclosures (6)
CR
cc: Coast Business Credit
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