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THIS SECURITY AGRE=MENT (this "Agresment™), dated as of June 18
196 9 is entersd into among AMERICAN FILM TECHNOLOGIES, INC., 2 Delaware
corporation, with offices ar 300 Park Avemue, 17th Floor, New York, New York 10022 (the
"Debtor”), ~on the one hand, agd the secursd pardes set forth on the signamure page hereof
(collectively the"Secured Party” or "Secured Pardes™), on the other hard.

The partes agres as follows:

1. . N

In addition to the delinidons set forth atove, the following terms as used
n this Agreement shall have the following definidons:

1.1 The term "@e Code” means and refers to the California Uniform
Commercial Code, and any and all ter=s use< in this Agresment which are defined in the Code
shall te conszued and defined in accerdamce wintd the meanmg and definition ascrited o such

trf:ms under the Code.

1.2 Thoe term "“Collareral” mears and includes all of the assets of the
Company whether tangible or intangiole. curmearly gwred or hersinafter acquired including but
not limized to:

A.  all parecrs, parerx applications, inventions and improvements
owned &v Dedror and listed cn Sghedule A amached herzo;

B. all ccpyrighted films owned by Debrer and listed oo
Schedule B arracied hereto;

C. all cash. securides, deposits or cash equivaleats;

D. all accounts recsivable:

E. all real estatz, furnioure, fixwres and equipment;

F. all invearory, raw materials and work in procsss; and
G. all procesds of any of the foregoing.

\

1.3  The erm “Evemx of Default” means the cccurrernce of any one of the
events set forth in Secton 4 of this Agresment.
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1.4 The term "Insoivency Procseding” means and includes any
procesding commenced by or against any person or enaty under any provision of the federal
Bankruptcy Code, as amended, or under any other bankzuptey or insolvency law, including, but
oot limited to, assignments for the benefit of creditors, formal or informal moratoriums,
compositions or extensions generally with its creditors.

1.5 The term "Notes” means and refers to the Semior Secured
Converdble Promissory Notes in the original principal amcunts as set forth below the names of
eact of the Secured Pardes on the sigrafure page hereof, executed by Debtor to the order of each
of the Secured Parties (the "Notes”) and any amendments, modifications, substimutions or

resatements of the Notes.

1.6  The term "Obiigations” means ard refers to the obligadons evideaced
by the Note and ail Secured Party Expenses which Debtor is required to pay or reimburse by this
Agresment.

1.7  The term "Secursd Party Expenses” means and includes: costs, fees
(inciuding reasomable amorneys' fess) and 2xpenses iccurred by Secursd Party to correct any
default or eaforce any provision of this Agresmeant or the Note, or in gaining pessession of,
mawmmaining, dandling, preserving, storing, siivring, selling, pregaring for sale and/or advertsing
to seil the Collateral, whether or oot a sale is consummared.

2 . A N ! 1 i

2.1  Debror hersby granrs © each of the Secured Partes a continuing firse

priocity securicy interest in all of the Coilateral in order to securs prompr repayment of any and
all Obligations, which security interest is pari passu with the security interests granted (o the

hoicers of the other Notes.

2.2 Debrer shall execute and deliver to Secured Party, concurrent with
Debtor’s exesudon of this Agreement, and at any dme or dmes hereafter at the request of Secured
Pauty, all financing statements, contnuaton financing statements, Security agresments,
assignments, applications for dtle, nodcss, leqers of authority and all other decuments that
Secured Party may reascnably request, in form sadsfactory to Secured Party, to perfect and
maintain perfected Secured Party's securiry interest in the Collateral.

3. EVENTS OF DEFAULT

‘ Any one or more of the following events shall constnute an Event of Default
by Debtor under this Agresment:

A}

3.1  Any Evemr of Default by Debtor under any of the Notes;

1~
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3.2 If Debtor. withun five (3) days following wrinen notics to Debtar,
fails to cure any default in payment. whez due ird payable or when declared due and payable, of
all or any portion of the Obligations owing to any Secured Party; or

3.3  If Deottor, wikin thirty (30) days following wrinen nodce to Debror, -
fails to cure any breach of any term. provision. condition, covenant, agresment, warranty or
representaton conmined in this Agreemernt.

4. =CU ARTY® Y N

4.1  Upon tke occurrezce of an Event of Default by Debtor under this

Agreemenr,  Secured Party v-----~-=-rom--- e Tt W
~2L_ . (the "Agent") may, at its elecdon, do any ome or

more of the following, all of which are authorized by Debtor:

A. Declar= 1i] Obligatons immediately due and payatle;

B.  Ezdcrse Debtor's name on all applicadons, documents,
parers and instwruments necessary or desirable for Deotor in its use of the Collateral:

C. Takes any other acdon with respect to the Collateral as
Secured Party desms in its best interest:

D. Crarx or issue 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 anyore: acd

F. (1) Reguire Debror to ke such other action as Agent may
request to grant, perfect and protect the assigzmenr 0 a purchaser at a foresiosure proceeding of
all righe, title and interest in and to the Collatzral. and exercise Debtor's rights and remedies with
respect to such assigned Collateral, and (4) without notice, except as specified below, sell the
Collateral or any part thereof in one or more parcsls at a public or private sale, at any of the
Agent's offices or elsewhere for cash. on ¢r=<it. or {or future delivery, and upon such other terms
as Agent may deem commercially reasoradie. Agent shall not be obligated w© make any sales of
the Collareral, regardless of any nodcs of sale baving besn given. Agent may adjourn any public
or private sale from time to tme by annouzcement at the time and placs fixed therefor, and such
sale may, without further notice, be mads at the time and place to which it was so adjourned.
Agezx may apply proceeds of the Collaterai against the Obligations in such order and manner as

Agent may elect. '
4.2  Agenr shall gve codes of any action described in Section 4.1 hereof
as follows: |

L
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A. Agenr shall give Debtor and each nolder of a security imrerest
i the Collateral who has filed with Agent a writen request for qotice, a nodcs in writing of the
occurrence of such Event of Default and the action which Agenr intaads to tks as a result thersof;
' B. The notice shall be personally deliversd or mailed, postage
prepaid. to Debror as provided in Secdon 6 of this Agresment, at least fifteen (15) calendar days
before the date fixed for the sale (if applicable), or at least fifteen (15) calendar days before the
dare on or after which a private sale or other disposition of the Collateral is to be made. Notce
0 persons other than Debtor claiming an interast in the Collateral shall be sear to such addresses

as they have furnished 0 Agenr;

C. [f Agent inrends to make a public sale of the Collateral,
Agent shall also give nodce of the tdme and placs by publishing a notica ore time at least fiftesa
(15) calendar days befors the date of the sale in a newspaper of general circulation in the county
in which the sale is to be held.

4.5  Debtor shall pay all Agent Expenses incurred in conrection with
Agent's enforcement and exercise of any of its rights and remedies as herein provided.

4.4  Apny deficiency which exisss after disposition of the Collareral as
provided above will be paid by Debtor. Any excsss will be returned to Debtor by Ageat.

4.3  Agenat's rights and remedies under this Agresment and all other
agresments shall be cumulative. No exercise by Agenr of one right or remedy shall be deemed
' an election, ard no waiver by Agent of any defauit on Debtor’s part shall be desmed a continuing
waiver. No delay by Agexar shall constitute a waiver, election or acquiesceacs by it.

5. NOTICES

All nodess 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, posage
prepaid, to Debtor or each of the Secursd Partes at their respective addresses set forth below.
The parties hereto may change the address at which they are to recsive nodces hereunder, by
natics in writing in the foregoing manner given to the other. All noticas or demands sent in
accordarce with this Secdon 5 shall be desmed recsived on the earlier of the date of actual receipt
or thres (3) days after the deposit thereof in the mail.
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To the Secured Parties:

Gerald wetzler
32-04 171st Street
Flushing, NY 11338

To the Debtor:

American Film Technologies
c/o Gerald M. Werzler

Chief Executive Officer

300 Park Avenue

17th Floor

New York, New York 10022

[Remainder of page intentionally left blank.]
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With a copy to:

Lee Mermelstein, Esq.

Jacobson Mermelstein ¢ Squire LLP
52 Vanderbili Avenue

New York, New York 10017

or to suca other address as the addresses shall have furnished to the other partes hereto in the
manner prescribed by this sectuon.

7. CHOICE OF LAW

The validity of this Agresmear, its construcdon, interpreqation and
enforcement, and the rights of the pardes hersunder and concerning the Collateral, shall be
determined under, governed by, and constued inm accordance with the laws of the State of

California.

8. GENERAL PROVISIONS

) 8.1  Successors and Assigns.  This Agreement shali tind and inure
o the bezefit of the respective successors and assigns of each of the parties; provided, however,
that Debtor may not assign this Agrsement or any rights hersunder without each of the Secured

Party's or the Agent's prior wrirten consexnt.

8.2  Heandines. Secton headings ard section qumbers have besa set
forth herein for convenience only. Unless the contrary is compeiled by the context, everytung
contained in each secticn applies equally to tus entire Agresment.

8.3 Severabilicv. Each provision of this Agreement shall be severable
from every other provision of this Agresment for the purpose of determining the legal

enforc=ability of any specific provision.

, 8.4 Amendment. This Agresment cannot be changed or terminated
crally. All prior agresmenrs, understandings. represeztatons. warranties and negotiadons, if any,
are merged into this Agreement.

8.5  Represenwmrion bv Counse!l. The partes herem, and each of them,

represeat and warrant that in executing this Agreement, they have had an oppormunity to.re'zd and
understand this Agresment and (o discuss and review the Agresment and their legal rights and
obligatons with respect thereto and e subject matter thereof with independently selected legal
counsel ("Counsel™) and in negodatng and executing this Agreement have relied solely upcn

their own judgment, belief and knowledge, and on the advics and recommendations of Counsel
concerning the namre, extent and duration of their rights and claims.
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8.6 Construction, Inerpramrion.  This Agreement shall not be
conszued against the party preparing it. Acserdingly, any uncerminty or ambiguity shall not be
Ineerpreed agains any one party and any rule of constucton thar a document is w0 be consaued

against the drafting party shall not be applicable.

3.7 Counrempars. This Agresment may be executed in Countarparts,
each of which, when so executed and deliversd, shall be an original; however, such counterparts
togedher shall consdmre but one and the same Agresment.

[Remainder of page intentionally left blank. ]
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IN WITNESS WHEREOF, the parties have executed this Secuirty Agreement as of the
date first above written.

Debtor:
American Film Technologies, Inc.
a California corperation

By: Zln«.ﬁ-z)\ \~\' \«n%/gﬁ

Name: Gerald M. Wetzler
Tule: Chairman and CEQ

Secured Parties:
) T - A
Wetzler 6
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Patent No. 4,584,072
Patent No. 5,093,717
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Terror By Night
Dressed o Kill
Woman in Green
Sherlock Holmes & the Secret Weapon
Qutpost in Morocco
Gung Ho

Eternally Yours

The Scariet Pimpernel
Black Dragons

Scared to Death
White Zombie

RECORDED: 07/22/1 993

PATENT
REEL: 010103 FRAME: 0753



