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THIS SECURITY AGREEMENT (this “Agreement™), dated as of December 20, 1998,
is entered into smong AMERICAN FILM TECHNOLOGIES, INC-.IDelaw-re

with offices at 300 Park Avenue, 17* Floor, New York, New York 10022
(the “Debtor”™), and Gerald M. Wetzler (the “Secured Party” or “Secured Parties™),

The purtica agroe as-Rillows:

In addition to the definitions set forth sbove, the following terms as used in this
Agreement shall have the fallnwing definitions: .

1.1 The term “the Code” means and refers to the California Uniform
mmmmwmmwmumwmn
are-defined in the Code shall be construed and defined in accordance with
the meaning and definition ascribed t0 such terms under the Cods.

1.2  The term “Collateral” means and includes all of the assets of the Compeny
whether tangible or intangible, currently owned o7 hereinafter acquired
including but not limited to:

A.  all patents, patent spplications, inventions and improvements
mwnmmm«mmmm

attached hereto;

all cash, securitics, deposits or cash equivalents;

all accounts receivable;

all real estate, furniture, fixtures.and equipment

all inventory, raw materials and work in process; and
all proceeds of any of the foregoing.

1.3 The term “Event of Defeuit’ means the occutrence of any one of the
events set forth in Section 4 of this Agresment.

14 The term “Insolvency Proceeding™ means and includes any proceeding
eommemedbyortpinstcnypmoreaﬂtymdumywmonoﬂhe
fedmlelnupgcqudc.lsamnded.otmdermmmmmyor

o mmopn
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with i ums, compositions or extensions. or

.S  The term “Notes™ mmnduknwtheupmmwof'n:m
Thousand Dollars ($13,000) of Senior Secured. Convertible Promissory
Notes issued to the Secured Party by the Debtor pursuant o that certain
smm&mmmmmwnmb«zo 1998(&:

1.6  The Term “Obligations” means and refers to the obligations evidenced by .
the Notes, $400,000 principal amount of & zero interest Senior Secured

Note (the “Old ScniorNoﬁe")iamdtthecuadebyﬂloDebtw
pursuant to that certain Senior Secured Note Purchase Agreement dated
October 14, 1mmuowwﬂmmsmmaxmu-
which Debtor is required to pay or reimburse. by this Agreement. ‘

1.7 Thetenn“SecnredPutyExpenses means and includes: costs, fees
(including reasonable attorneys’ fecs) and expenses. incurred by Secured
Party to correct any default or enforce any provision of this Agreement or
the Note or any of the Obligations, or in gaining possession of,
maintaining, handling, preserving, storing, shipping, selling, preparing for
Wv«ﬁmwwﬂnmmwnm-mk

2.1 chmrhefebyxnmstoﬂu&cmdl’myamﬁming first priority
secwrity interest in all of the Collateral in order to secure prompt
repayment of any and all Obligations, which security interest is pari passu
with the security interests granted to the holders of the notes -issued

pursuant to the Old Note Agreement (the “Old Notes™).

22 Debtor shall execute and deliver to the Secured Party, concurrent with
Debtor’s execution of this Agreement, and st any time or times horesfier
aﬂ:cmqumofSecumde,aﬂﬁnmngmmcommon
finmncing statements, security agreements, Secured Party may reasonably
request, in form satisfactory to Secured Party, topufectaudmm

perfected Secured Party’s security interest in the Colisteral.

Any one of more of the following events shall constitute an Event of
Defisult by Debtor under this Agreement:

!ﬂ
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3.1  Any Event of Default by Debtor under any of the Notes or the Old Note.
MOMNouApcemtocmyﬁM~&dhm uant theroto; ©id Note.or

"~ 3.2 I Debtor, within five (5) days followﬁs written notice to Debtor,
fails to cure any default in payment, when due and payable or when declared due and paysble, of
all or any portion of the Obligations owing to the Secured Pasty; or '

3.3  If Debtor, within thirty (30) days following written notice to Debtor,
fails to cure any breach of any term, provision, condition, covenant, agresment, warranty or
representation contained i this Agreement.

4.1  Upon the occurrence of an Event of Default by Debtor under this
Agreement, the Secured Party may, at its clection do any one or more of the following, all of
which ane authorized by Debtos: .

»

A.  Declare all Obligations immediately due and payadle;

B.  Endorse Debtor's name on all applications, documents,
papers and instruments necessary or desirable for Debtor in its use of the Collateral;

. C.  Take any other action with respect to the Collateral as
Secured Party decms in its best interest;

, 'D,  Grant or issus any exclusive or non-exclusive license under
the Collateral;

E. Assign, pledge, convey, or otherwise transfer title in or
dispose or any of the Collateral to 2oyone; and

F. (D) Require Debior to take such other action as Sccured Party
may request [0 grant, perfect and protect the assigrment to a purchaser at a foreclosure proceeding
of all righ, title and interest in and to the Collateral, and exercise Debtor's rights and remedies
with respect to such assigned Coliateral, and (ii) without notice, except as specified below, sell
the Collateral or any part thereof in one or more parcels at a public or private sale, at any of the
Secured Party’s offices or elsewhere for cash, on credic, or for future delivery, and upoa such
other terms as Secured Party may deem commercially reasonable. Secured Party shall not be
obligated to make any sales of the Collateral, regardiess of any notice of sale having been given.
Secured Party may adjourn any public or private sale from time to time by aanouncement at the
time and plzce fixed therefor, and such sale may, without further notice, be made at the time and
place to which it was so adjourned. Subjest to the rights of the holders of the Old Notes as set
forth in Section 2.1 above, the Secured Party may apply proceeds of the Collateral against the
Obligations in such order and manner as Secured Party may elect. ‘

4.2  Seccurcd Pacty shall give notice of any action described in Section
4.1 hereof as follows:
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A. Secured Pacty shall give Debtor, the bolders of any
outstanding Old Notes and each holder of 8 security interest in the Collateral who has filed with
Secured Party a written request for notice, 2 notice in writing of the occurreace of such.Event of
Default and the action which Secured Party intends to- take as-a result thereof; _

. B The notice shal! be personally delivered or mailed, postage
prepaid, to Debtor as provided in Section 6 of this Agrcement, at Jeast fifteen (15) calendar days
before the date fixed for the sale (if applicable), or at least fifteen (15) calendar days before the
dats on or after which 3 private sale or other disposition of the Collateral is to be made. Notce
to persons other than Debtor claiming an interest ia the Collateral shall ‘be sent o such. addresses

as they have furnished to Secured Party;

C. If Secured Party intends to make a public sale of the
Collateral, Secured Party shall also give notice of the time and place by publishing a notice one
time at least fifteen (15) calendar days before the date of the sale in a newspaper of geoeral
circulation in the county in which the sale is to be held.

4.3  Debtor shali pay 2il Secured Party Expenses incurred in connection
with Secured Party's enforcement and exewcise of any of its rights and remedies as berein-

provided.
.4.4  Any deficicncy which exists after disposition of the Collstecal as
provided above will be paid by Debtor. Any excess will be returned to Debtor by Secured Party.

4.5  Secured Party's rights and remedies under this Agreement and ali
other agrecments shall be cumulative. No exercise by Secured Party of one right or remedy shall
be deemed an election, and no waiver by Secured Party of any default on Debtor's part shall be
decmed a continuing waiver. No delay by Secured Party shall constitute 2 waiver, election or
acquiescernce by it.

5.  NOTICES

Al notices or demands by any party relating to the Note or this Agreement
shall be in writing and either personally served or sent by regular United States mail, postage
prepaid, to Debtar or each of the Secured Party at their respective addresses set forth below. The
partics hereto may change the address at which they are to receive notices heseunder, by notice
in writing in the foregoing manner given to the other. All notices or demands sent in accordance
with this Section 5 shall be deemed reccived on the earlier of the date of actus! receipt or tiree
(3) days after the deposit thereof in the mail. :

To the Secured Party:

BL3 LADOCHZIT1694 3 563280004 01/23/9%
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Gerald M. Wetzler

</o Americen Film Technologies, Inc.
300 Pask Avenue

17® Floor

Now York, NY 20022

To the Debtor:

American Film Technologies, Inc.
QGerald M. Wetzler

300 Park Avenue

17* Floor

New York, NY 10022

With a copy to:

Lee Mermelstein, Esq.
Jacobson & Memelstein
52 Vanderbilt Avenue
14® Floor

New York, NY 10017

ot to such other address as the addressce shall have furnished to the other parties bereto in
tae manner prescribed by the section.

¢ ¥ CHOICEOFLAW
The validity of this Agreement, its construction, interpretation and
Mmmnmofmmmmmumcam
shall be determined under, governed by, and construed in scoordance with the
1aws of the State of California.

2 &1 Successors and Assigns. This Agreement shall bind and inure to
mmmofﬂnwmmmwwo{m
parties; provided, however, Party’s or the Secured Party’s prior
written consent.

7 82 Heading, Section headings and section numbers bave been set
forth berein for convenience only. Unless the contrary is
compenedbythemn,wmm:nedmmhm
applies equally to this entire Agreement.

20d 00 gey92L5212 21:91 86,12°033
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%3 Severbility. Each provision of this Agreement shall be severablc
from every other provision of this Agreement for the puspose of dctermining the. legal
enforceability of any-specific provision. ‘

2§4 Amendmens. This Agreement cannot be changed or terminatcd
orally. All prior agreements, understandings, representations, warrantics.and negotiations, if aay,
are merged into this Agreement.

2§.5 Representasion by Counsel. The parties hereto, and each of them,
represent and warrant that in executing this Agreement, they have had an opportunity to read and
understand this Agreement and to discuss and review the Agrecment and thelr legal rights and
obligations with respect theceto and the subject matter thereof with indepcndently selected legal
counsel ("Counsel”) and in negotating and executing this Agreement have -relied solely upon
their own judgment, belief and knowledge, and on the advice and recommendations.of Counsel
concerning the nature, extent and duration of their rights and claims.

286 Construction, loerpretation.  This Agreement shall not be
consrued against the party prepariag it. Accordingly, any uncertainty or ambiguity shall not be
interpreted against any one party and aay rule of constructon that a document is:to be construed
against the drafting party shall not be applicable.

_ 187  Counterparss. This Agresment may be executed in Counterparts,
each of which, when so executed and delivered, shall be an-original; bowever. such counterparts
together shall constitute but one and the same Agreement. .

(Remainder of page intentionally left blank.)
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IN WITNESS WHEREOF, the parties have executed. this Security Agreement as of the
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Patent No. 4.584,072
Patent No. 5,093,717
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Tesror By Night

Dressed to Kilf

Womaa in Green .
Sheclock Holmes & the Secret Weapon
Outpost in Morocco

Gung Ho

Eternally Yours

‘The Scariet Pimpernel

Black Dragons

Scared to Death

White Zombie
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