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TRANSFER STATEMENT
(Uniform Commercial Code/California Commercial Code Section 9619)

November 14, 2001

Debtor:

OSO Technologies, Inc., a California corporation (** 7
. ? bt D bt
9000 Ninth Street, Suite 100 P (Debtor)

Rancho Cucamonga, CA 91730

and

9375 Archibald Avenue, Suite 100
Rancho Cucamonga, CA 91730

Secured Creditor:

SEDA Industries, LLC, a Delaware limited liabilit “
Creditor”) ity company (“Secured

9701 Wilshire Boulevard, Suite 1110
Beverly Hills, CA 90212

Transferee:

SEDA Industries, LLC, a Delaware limited liability company (“Transferee”)
9701 Wilshire Boulevard, Suite 110
Bevery Hills, CA 90212

Re: Patent No. 6,101,835 (the “Patent”)

Debtor defaulted on August 4, 2000, under (among certain other agreements and
instruments between Secured Creditor and Debtor) that certain Pledge and Security
Agreement dated October 4, 1999, between Secured Creditor and Debtor. Secured
Creditor’s security interest in the collateral described in the Pledge and Security
Agreement was perfected by the filing of that certain UCC-1 financing statement, filing
number 9933760559, in the Office of the Secretary of State of California on November

30, 1999.

The Patent is part of the collateral subject to Secured Creditor’s perfected security
interest. A copy of the Patent abstract is attached hereto as Exhibit “A”, and copies of the
Pledge and Security Agreement and the UCC-1 financing statement are attached hereto as
Exhibit “B”.

SASKBRASEDAMtransfer statement.doc
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Pursuant to the Pledge and Security Agreement and the California Commercial Code,
Secured Creditor exercised its rights as a secured creditor, foreclosed on its collateral,
and on November 2, 2001, Secured Creditor caused Credit Managers Association of
California (“CMAC?”) to conduct a public disposition/sale of the collateral. At the public
disposition/sale Secured Creditor acquired all right, title and interest of Debtor in the
collateral, including the Patent. A copy of CMAC’s Bill of Sale is attached hereto as
Exhibit “C”.

“SECURED CREDITOR”

SEDA INDUSTRIES, LLC,
A Delawag€ limited liability company

A1

Shawn Sedaghat
Its/Member

SASKBR\SEDAtransfer statement.doc
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Exhibit ‘“A”’ to Transfer Statement

Abstract of Patent No. 6,.101_.835
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US006101835A

United States Patent 9 (1] Patent Number: 6,101,835
Butsch et al. (451 Date of Patent: Aug. 15, 2000
[54] WATER AND ICE DISPENSING APPARATUS 5,603,230 2/1997 TSAi ccccrcrecrerieianicsmresersnserensenions
5,667,103 9/1997 Donselman et al.

[75] Inventors: Otto R. Butsch, Placentia; Charles J. 5,706,883  1/1998 Ward ......ccoeeiviiviinicierinmicnccronians

Helton, Dana Point; Otto R. Butsch, . . B . . .

Jr., Yorba Linda, all of Calif. Primary Examiner—William E. Tapolcai

Attorney, Agent, or Firm—Xenneth J. Hovet

[73] Assigncc: OSO Technologies, Rancho [57] ABSTRACT

Cucamonga, Calif.

A water cooler is provided having a cabinet with water

{21] Appl. No.: 09/285,625 spigots and a door for accessing a refrigeration unit. The
. refrigeration unit includes a freezer compartment and may

[22] Filed: Apr. 3, 1999 also include an icemaker. The cabinet interior contains a
water reservoir which is supplied with water from a water

Related U.S. Application Data bottle inverted in the top of the cabinet. Alternatively, the

[60] Provisional application No. 60/080,643, Apr. 3, 1998, and

b LAk reservoir may be provided with an external source of water.

provisional application No. 60/080,644, Apr. 3, 1998. In such case, an £-Coli sanitization module and a particulate

[51] Imt. CL7 . veerreerer. BOTD 5/62 water filter are provided. Cooling is effected with a com-
{52] US.CL ... . 62/390; 222/146.1 pressor unit, condenser unit, an expansion valve and the
[{58] Field of Search ....... reeeeeeenme 627390, 389, 391, refrigeration unit—all of which are interconnected with a

62/394, 395, 222/146.1; 165/61 closed loop coolant line. Predetermined segments of the

coolant line are used to create freezing temperatures in the

[56] References Cited freezer compartment and non-freezing temperatures in a
storage area, sclected water lines and the reservoir. The

U.S. PATENT DOCUMENTS condenser unit includes a condenser coil section which may

3,429,140 2/1969 WHILE wooooomieoerererermeeeressereensensones 62/339 be wrapped with ambient water for producing a supply of
4,048,044  9/1977 Eibl ...wvene, . 2047257 hot water. The coil section may also function 1o preheat

4,823,554 4/1989 Trachtenberg . ereereees 6213 ambient water that is moved to a hot water tank. The cabinet
4,881,380 11/1989 Mrugala et al. ..ccocveireicneninnee 62/389 may include a pull-out section for placement of a water
5,108,563 4/1992 Cook ....cceerereee e 204/149

bottle in a lower chamber. In this case, a pump or air pressure

g,gz,g‘g; 2;}333 "2;‘""‘”5 - 2226/;?364}1 is used to move water from the bottle into the interior
5,201,758 3 varez .... . L

Lot t d cooling system.

5.405.052  4/1995 SAWYEr coveerrvers 22264  Dbeating and cooling sy

5,493,873 2/1996 Donselman et al. .. ... 62/390 .

5,577,393 11/1996 Donselman et al. .....cocoevieniiennes 62/390 13 Claims, 10 Drawing Sheets
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Exhibit *“B”’ to Transfer Statement

Pledge and Security Agreement: UCC-1 Financing Statement
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PLEDGE AND SECURITY AGREEMENT

. THIS PLEDGE AND SECURITY AGREEMENT (this “Agreement”) 1s entered
into as of October 4, 1999, by and among SEDA Industnes, LLC, a Delaware limited lability
company (the “Investor™), and OSO Technologies, Inc., a California corporation (the “Borrow;:r")
and each of the shareholders signatory hereto (each a “Shareholder™ and collectively, the
“Shareholders” and together with the Borrower, the “Grantors”).

Recitals

A. Concurrently with entering into this Agreement, the Investor and the
Borrower have entered into (1) a Stock Purchase Agreement (the “Purchase Agreement”) pursuant
to which the Borrower desires to sell to the Investor and Investor desires to purchase from the
Borrower shares of the Borrower’s Series B Preferred Stock (the “Preferred Stock’™) and (ii)(a
Secured Revolving Promissory Note (the “Revolving Note™) pursuant to which the Investor 1s
willing to provide the Borrower a revolving loan commitment of up to an aggregate amount of One
Million Dollars ($1,000,000) (the “Loan Commitment™). '

B.- In order to induce the Investor to purchase the Preferred Stock and provide
the Loan Commitment, and in consideration thereof, the Shareholders will pledge all of the
Borrower’s common stock (the “Common Stock™) owned by the Shareholders and the Borrower
has agreed to grant to the Investor the collateral security described herein as security for the
paymen: of the Secured Obligations (as defined below) on the terms herein set forth.

Agreement

NOW, THEREFORE, in consideration of the above recitals and the mutual
covenants hereinafter set forth, the parties hereto agree as follows:

1. Creation of Security Interest. The Grantors hereby assign, and grant to the
Investor, a first priority, perfected security interest in the items listed below (collectively, the
“Collateral”) in each case whether now owried or hereafter acquired by the Grantors:

(a) All of the Borrower’s machinery, equipment and suppli;s,

and related equipment, tools, tooling, furniture, furnishings,

raw materials, work in process, finished goods and matenals
I intangibles, chattel paper, documents,

appliances, computers
fixtures, goods, inventory,

owned by the Borrower, accounts, genera : .
instruments (whether negotiable or non-negotiable), deposit accounts, investment

property, securities, securities entitlements, money, contract nights and right; to payment
of every kind; all of the foregoing, whether now owned or hereafter at any time acqulred
by the Borrower and wherever located, and includes all products, additions, accessions,
replacements and substitutions for and of all such Collateral; and all books and i corde of

the Borrower with respect to all such Collateral;
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(b)  the 1,700,000 shares of voting Common Stock of the Borrower held
by the Shareholders (the “Pledged Shares”™) as provided on Schedule 1(a) attached hereto,
and the certificates representing the Pledged Shares and any interest of the Shareholders in
the entries on the books of any financial intermediary pertaining to the Pledged Shares, and
all dividends, cash, warrants, nghts, instruments and other property or proceeds from time
to time received, receivable or otherwise distributed in respect of or in exchange for any or
all of the Pledged Shares;

. (c) all additional shares of, and all secutities convertible into and
warrants, options and other rights to purchase or otherwise acquire, stock of the Borrower
now owned or from time to time acquired by any Shareholder in any manner (which shares,
securities, warrants, options and other nights shall be deemed to be part of the Pledged
Shares), the certificates or other instruments representing such additional shares, secunties,
warrants, options or other rights and any interest of any of the Shareholders in the entries on
the books of any financial intermediary pertaining to such additional shares, and all
dividends, cash, warrants, nights, instruments and other property or proceeds from time to
time received, receivable or otherwise distributed in respect of or in exchange for any or all
of such additional shares, securities, warrants, options or other nights; and

(d) to the extent not covered by clause (a)-(c) above, all proceeds of
any or all of the foregoing Collateral. For purposes of this Agreement, the term
“proceeds” includes (1) whatever is now or hereafter receivable or received by the
Grantors upon the sale, exchange, collection or other disposition of any item of
Collateral, whether voluntary or involuntary, whether such proceeds constitute inventory,
intangibles, equipment or intellectual property or other assets; (2) any such items which
are now or hereafter acquired by any Grantor with any proceeds of Collateral hereunder;
and (3) any insurance or payments under any indemnity, warranty or guaranty now or
hereafter payable by reason of damage or loss or otherwise with respect to any item of
Coliateral or any proceeds thereof,

in order to secure the payment and performance of the Secured Obligations (as defined below).

2. Secured Obligations. For purposes of this Agreement, “Secured
Obligations” shall mean each of following obligations of the Borrower to the Investor:

the prompt payment or performance in full when due (including, without limitation,
amounts, including interest, that would become due but for the filing of a petition in
bankruptcy and whether or not an allowed claim in bankruptcy), of all the
obligations of the Borrower under the Revolving Note (the “Note Obligatioqs") and
the Obligations (as that term is defined in the Purchase Agreement) and liabilities of
every nature of the Borrower now or hereafter existing under or arising out of or in
connection with the Note Obligations and/or the Obligations (as that term is defined
in the Purchase Agreement) (including, without limitation, interest that, but for the
filing of a petition in bankruptcy, would accrue on such obligations), and all .
obligations of every nature of the Borrower now or hereafter existing under this

Agreement.
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If any Secyred Obligation is not paid when due, a late charge shall accrue upon such obligation,
commencing on such due date, at the rate of one and one-half percent (1 1/2%) per month as
liquiQated damages for such nonpayment. The imposition of this late charge does not imply or
constitute any agreement by the Investor to forbear collection of the delinquent Secured Ob'h'gation‘
The amount of such late charge shall also be a Secured Obligation. )

3. Representation and Warranties. The Grantors represent and warrant as

follows:

(a) Location of Collateral. The Borrower’s chief executive office is
located at 9000 9th Street, Suite 100, Rancho Cucamonga, California 91730 and that the
Collateral will at all times be located at that address or such other locations in the United
States as Investor shall approve pursuant to Section 5(a) hereof.

' (b) Existence and Power. The Borrower is a corporation duly
orgamzed and validly existing under, and by virtue of, the laws of the State of California
and 1s in good standing under such laws. The Borrower has the requisite corporate power
to own and operate its properties and assets, and to carry on its business as presently
conducted and as proposed to be conducted.

(c) Enforceability. This Agreement has been duly authorized,
executed and delivered by the Grantors and constitutes the legal, valid and binding
obligation of the Grantors enforceable against the Grantors in accordance with its terms.

(d) Due Authonzation, etc. of Pledged Shares. All of the Pledged
Shares are fully paid and non-assessable.

(¢)  Ownership of Collateral. Each Shareholder is the legal, record and
beneficial owner of the Pledged Shares free and clear of any lien except for the secunty
interest created by this Agreement.

H Perfection. The pledge of the Pledged Shares and the proceeds
thereof pursuant to this Agreement creates a valid and perfected first prionty secunty
interest in the Pledged Shares and the proceeds thereof, securing the payment of the

Secured Obligations.

(g)  Description of Pledged Shares. The Pledged Shares represent
39.75% of the issued and outstanding shares of Common Stock of the Borrower and
except as set forth on Schedule 3(f), there are no outstanding warrants, options,
subscriptions or other contractual arrangements for the purchase of any other shares of
stock or any securities convertible into shares of stock of the Borrower.

(h) No Conflict. The execution, delivery and performance of this
Agreement by the Grantors and the consummation of the transactions contemp!at; d
hereby will not (i) conflict with or result in a breach of any of the terms and provisions of,
or constitute a default (or an event which with the giving of notice or the lapse of time or
both would constitute a default) under, any agreement, indenture, mortgage, deed of trust,

3
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e.guipment lease, instrument or other document to which the any Grantor is a party; or

(11) conflict with any law, order, rule or regulation applicable 1o any Grantor of any court
or any federal or state government, regulatory body or administratjve agency, or zu:w other
govemmental body having jurisdiction over the Grantors Or 1ts properties. '

(1) Approvals. No consent of any other party and no approval by any
governmental authority is required: (i) for the pledge by the Shareholders of the Pledeéd
Shzyes and the proceeds thereof pursuant to this Agreement, (ii) for the execution,
delivery or performance of this Agreement by the Grantors, or (111) for the exercise by the
Investor of the voting or other nights provided for in this Agreement or the remedies in
respect of the Pledged Shares and the proceeds thereof pursuant to this Agreement.

' 4 4. Delivery of Pledged Shares. All certificates or instruments representing or
evidencing the Pledged Shares shall be delivered to and held by or on behalf of the Investor
pursuant hereto and shall be in suitable form for transfer by delivery or, as applicable, shall be
accompanied by each Shareholder's endorsement, where necessary, or duly executed instruments
of transfer or assignment in blank, all in form and substance satisfactory to the Investor.

5. Covenants. Each Grantor covenants and agrees as follows:

(a) Change in Address or Corporate Structure. The Borrower shall not
change its name, identity, or corporate structure or relocate its chief executive office
without the prior written consent of the Investor (which shall not be unreasonably
withheld).

(b) Payment of Taxes. The Borrower shall pay and discharge all taxes,
assessments and charges or levies against the Collateral prior to delinquency thereof, and
shall keep the Collateral free of all unpaid taxes, assessments and charges, except for
taxes, assessments and charges that are not yet due or are being contested in good faith.

() (Intentionally omitted.}

(d) No Transfer. No Grantor shall sell, assign (by operation of law or
otherwise), exchange or otherwise voluntanly or involuntarily transfer or disposg of thg
Collateral or any portion thereof or encumber, or hypothecate, or create or permit to exist
any lien, security interest, charge or encumbrance or adverse claim upon or other interest
in the Collateral without the prior written consent of the Investor, except for sales of
inventory in the ordinary course of the Borrower’s business.

(e) Additional Pledged Shares. Each Shareholder agrees to pledge
hereunder, immediately upon the acquisition (directly or indirectly) thereof, any and all
additional shares of stock or other securities of the Borrower acquired by such
Shareholder, by delivering to the Investor an Amendment, duly executed by such |
Shareholder, in substantially the form of Exhibit A attached hereto (an “Amendment™), in
respect of the additional Pledged Shares to be pledged pursuant to this Agreement.
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6. Right to Enter. The Investor shall have, during regular business hours
upon reasonable notice, the nght to enter into and upon the Borrower’s premises where any of
the Collateral or records with respect thereto are located for the purpose of inspecting the same
performing an audit, making copies of records, observing the use of any part of the Collateral. ‘
protecting the Investor’s security interest in the Collateral, or otherwise determining whether the
Borrower is in compliance with the terms of this Agreement.

4 ' 7. Further Assurances. The Grantors shall execute and file any financing or
continuation statements, or amendments thereto, and such other instruments or notices as may be
necessary or desirable, which the Investor may reasonably request in order to perfect and )
preserve the perfection and the priority of the security interests granted or purported to be granted
under this Agreement. Each Grantor agrees that, at the Investor’s option, this Agreement, or a
photocopy hereof, may be filed by the Investor as a financing statement, and that such Grantors’
execution hereof shall constitute the execution by each Grantor of a financing statement.

8. Voting Rights; Dividends: Etc.

. (a) So long as the Borrower has not defaulted on its Secured
Obligations:

(1) Each Shareholder shall be entitled to exercise any and all of
their respective voting and other consensual rights pertaining to the Pledged Shares or any
part thereof for any purpose not inconsistent with the terms of this Agreement or the
Revolving Note.

(1) Each Shareholder shall be entitled to receive and retain, and
10 utilize free and clear of the lien of this Agreement, any and all dividends and interest paid
in respect of the Pledged Shares; provided, however, that any and all (A) dividends and
interest paid or payable other than in cash in respect of, and instruments and other property
received, receivable or otherwise distributed in respect of, or in exchange for, any Pledged
Shares, and (b) dividends and other distributions paid or payable in cash in respect of any
Pledged Shares in connection with a partial or total liquidation or dissolution or in
connection with a reduction of capital, capital surplus or paid-in-surplus, or in respect of
principal or in redemption of or in exchange for any Pledged Shares, shall be, and shall
forthwith be delivered to the Investor 10 hold as, Collateral and shall, if received by the
Investor, be received in trust for the benefit of such Shareholder, be segregated from the
other property or funds of the Investor and be forthwith delivered to the Investor as
Collateral in the same form as so received (with all necessary endorsements).

(b)  Upon the occurrence of a default by the Borrower on its Secured
Obligations:

() upon written notice from the Investor to the Shareholders, all
rights of the Shareholders to exercise the voting and other consensual rights which 1t w'ould
otherwise be entitled to exercise pursuant to Section 8(a)(i) shall cease, and all such rights

S
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shall icrcupon become vested in the Investor who shall thereupon have the sole nght to
exercise such voting and other consensual rights; }

| (i1) all nights of the Shareholders to receive the dividends and
interest payments which 1t would otherwise be authorized to receive and retain pursuant to
Section 8(a)(i1) shall cease, and all such nghts shall thereupon become vested in the Investor
who shall thereupon have the sole nght to receive and hold as Collateral such dividends and
interest payments; and

4 (in)  all dividends, principal and interest payments which are
received by the Shareholders contrary to the provisions of Section 8(b)(i1) shall be received
in trust for the benefit of the Investor, shall be segregated from other funds or property of
the Shareholders and be forthwith be paid over to the Investor as Collateral in the same
form as so received (with all necessary endorsements).

(c) In order to permit the Investor to exercise the voting and other consensual
rights which it may be entitled to exercise and to receive all dividends and other
distributions which it may be entitled to receive under Section 8(b), each Shareholder shall
promptly execute and deliver (or cause to be executed and delivered) to the Investor all such
proxies, dividend payment orders and other instruments as the Investor may from time to
time reasonably request.

9. Financing Statement. Upon execution of this Agreement, the Borrower
shall deliver to the Investor an executed UCC-1 Financing Statement (the “Financing
Statement”") describing the Collateral, naming the Borrower as debtor and the Investor as secured
party and otherwise in form reasonably satisfactory to the Investor and appropriate for filing in
the jurisdiction identified in Section 3(e).

10.  Investor Appointed Attorney-in-Fact. Each Grantor hereby irrevocably
appoints the Investor as such Grantor's attorney-in-fact, with full authority in the place and stead
of such Grantor and in the name of such Grantor, if and whenever a Grantor is in default under
this Agreement to take any action and to execute any instrument that the Investor may deem
necessary or advisable to accomplish the purposes of this Agreement; provided, that, if such
delay would not be prejudicial in any way to the Investor’s rights under this Agreement, the
Investor shall provide such Grantor with notice and ten business days to take such action or
execute such instrument prior to the Investor acting as a Grantor’s attorney-in-fact.

11.  Standard of Care. The powers conferred on the Investor hereunder are
solely to protect its interest in the Collateral and shall not impose any duty upon it to exercise any
such powers. Except for the exercise of reasonable care in the cust.ody of any Pledged Shares in
its possession and the accounting for moneys actually received by 1t hereundcr: the Investor shall
have no duty as to any Collateral. The Investor shall be deemed to have exercised reasonable
care in the custody and preservation of Pledged Shares in its possession if such Pledged Shares
are accorded treatment substantially equal to that which the Investor accords 1ts own property

consisting of negotiable securities.
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| 12. Defaults. A Grantor shall be in default under this Agreement upon the
happening of any one or more of the following events:

(a) Cross Defaults. The Borrower shall be in default if a default 1s
continuing under either this Agreement, the Revolving Note, the Purchase Agreement, the
Warrants (as defined in the Purchase Agreement) or the Default Warrants (as defined in
the Purchase Agreement) (collectively, the “Transaction Agreements”);

. (b)  Representations and Warranties. Any representation or warranty
made by the Grantor in the Transaction Agreements or which is contained in any
certificate, document, financial or other written statement furnished at any time pursuant
thereto shall prove to have been untrue, incorrect or misleading in any matenal respect
when made;

(c) Other Covenants. The Borrower shall fail duly to observe or
perform any covenant or agreement contained in the Transaction Agreements or any other
agreement to which the Borrower and the Investor are parties and such failure continues
for 15 days after the Investor delivers written notice of default to Borrower specifying the
nature of the default and the cure demanded of Borrower, or the Borrower shall fail to
observe or perform a covenant or an agreement after one or more cure periods have been
given with respect to such covenant or agreement,

(d) Collateral. A Grantor fails to pay and discharge any judgment or
levy of any attachment, execution or other process against any all or any portion of the
Collateral and such judgment shall not be satisfied, or such levy or other process shall not
be removed within thirty (30) calendar days after the entry or levy thereof, or at least five
(5) calendar days prior to the time of any proposed sale under any such judgment levy: or

(e) Insolvency. The Borrower commences Or proposes to commence
any bankruptcy, reorganization or insolvency proceeding, or other proceeding under any
federal, state or other law for the relief of debtors; a Borrower fails to obtain the
dismissal, within sixty (60) days after the commencement thereof, of any bankruptcy,
reorganization or insolvency proceeding, or other proceeding under any law for the relief
of debtors, instituted by one or more third parties, fails actively to oppose any such
proceeding, or, in any such proceeding, defaults or files an answer admitting the matenal
allegations upon which the proceeding was based or alleges its willingness to have an _
order for relief entered or its desire to seek liquidation, reorganization or adjustment of 1ts
debts; or any receiver, trustee of custodian is appointed to take possession of all or any
substantial portion of the assets of the Borrower, or any committee of the Borrower’s
creditors, or any class thereof, is formed for the purpose of monitoring or Investigating
the financial affairs of the Borrower or enforcing such creditors’ nights.

Upon such default, the Investor may declare all Secured Obligations to be immediately due and
payable. The Investor shall be entitled to receive any remedies accorded to a secured party under
the California Uniform Commercial Code. Each Grantor hereby expressly waives and releases a.ll
rights to have any of the Collateral marshalled upon the exercise of any remedies under this

7
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Agreemgnt. Each Grantor hereby waives (to the extent permitted by applicable law) all nghts of
redemption, stay and/or appraisal which it now has or may at any time in the future have under any
rulg of law or statute now existing or hereafter enacted. The Borrower agrees that, to the extent
notice of sale shall be required by law, at least ten days' notice to such Borrower o% the timé and
place of any public sale or the time after which any private sale is to be made shall constitute
reasonable notification. The price at which any Collateral may be sold in a private sale must be
reasonably similar to the price which might have been obtained at a public sale.

13. Costs and Expenses.

‘ (a) The Grantors agree, jointly and severally, to indemnify the Investor
from ;nd against any and all claims, losses and liabilities in any way relating to, growing out of or
rgsgltlpg from this Agreement and the transactions contemplated hereby (including, without
limitation, enforcement of this Agreement), except to the extent such claims, losses or liabilities
result solely from the Investor’s gross negligence or willful misconduct as finally determined by a
court of competent jurisdiction.

(b) 'IThe Grantors will pay to the Investor upon demand the amount of
any and all costs and expenses, including the reasonable fees and expenses of its counsel and of any
experts and agents, that the Investor may incur in connection with (i) the custody or preservation of,
or the sale of, collection from, or other realization upon, any of the Collateral, (i) the exercise or
enforcement of any of the rights of the Investor hereunder (including pursuant to any bankruptcy,
reorganization, ‘\vfo/rl_c;_oﬁ or similar circumstance or proceeding), or (iii) the failure by the Grantor
to perform or observe any of the provisions hereof.

14. Continuing Security Interest. This Agreement shall create a
continuing security interest in the Collateral and shall (a) remain in full force and effect until the
payment in full of all Secured Obligations, (b) be binding upon the Grantor, its successors and
assigns, and (¢) inure, t0 gether with the rights and remedies of the Investor hereunder, to the
benefit of the Investor and its successors, transferees and assigns.

15. Notices. All notices, requests and other communications required
or permitted to be made hereunder shall, except as otherwise provided, be in writing and may be
delivered personally or sent by telegram, telecopy, telex, overnight courier or certified matl,
postage prepaid, to the parties addressed as set forth in the first paragraph hereof. Such notices,
requests and other communications sent shall be effective upon receipt, unless sent by
(1) overnight courier, in which case they shall be effective exactly one (1) business day after
deposit with such overnight courier, or (ii) mail, in which case they shall be effective exactly
three (3) business days after deposit in the United States mail. Either party may change its
address or other information by giving notice thereof to the other party hereto in conformity with

this section.
16.  Termination of Agreement. This Agreement and the security interest
hereunder shall terminate upon the full and final payment and performance of all the Secured

Obligations. Upon such termination, the Investor will execute releases of the security interests
granted hereunder and will return to the Grantors the Collateral, any Collateral in the Investor’s

8
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possession. Notwithstanding anything to the contrary herein, this Agreement (including all
representations, warranties and covenants contained herein) shall continue to be effective or be
reinstated, as the case may be, if at any time any amount received by the Investor in respect of the
Secured Obligations is rescinded or must otherwise be restored or returned by the Investor upon
or 1n connection with the insolvency, bankruptcy, dissolution, liquidation or reorganization of the
Borrower or otherwise, all as though such payment had not been made.

17. Headings. The various headings in this Agreement are inserted for
convenience only and shall not affect the meaning or interpretation of this Agreement or any
provision hereof.

18.  Amendments. This Agreement or any provision hereof may be changed,
waived, or terminated only by a statement in writing signed by the party against which such
change, waiver or termination is sought to be enforced, and then any such waiver or consent shall
be effective only in the specific instance and for the specific purpose for which given.

19. Entire Agreement. This Agreement is intended by the parties as a final
expression of their agreement and is intended as a complete and exclusive statement of the terms
and condittons thereof. Acceptance of or acquiescence in a course of performance rendered
under this Agreement shall not be relevant to determine the meaning of this Agreement even
though the accepting or acquiescing party had knowledge of the nature of the performance and
opportunity for objection.

20. Severability. If any provision or obligation of this Agreement should be
found to be invalid, illegal or unenforceable in any jurisdiction, the validity, legality and
enforceability of the remaining provisions and obligations or any other agreement executed in
connection herewith, or of such provision or obligation in any other jurisdiction, shall not in any
way be affected or impaired thereby and shall nonetheless remain in full force and effect to the

maximum extent permitted by law.

21, Successors and Assigns. All rights of the Investor hereunder shall inure to
the benefit of its successor and assigns. No Grantor shall assign any of its intere§t under this
Agreement without the prior written consent of the Investor. Any purported a551gx1ment
inconsistent with this provision shall, at the option of the Investor, be null and void.

72, Governing Law. THIS AGREEMENT SHALL BE ?Nor\rf}ERNTHEé) BY,
RDANCE
AND SHALL BE CONSTRUED AND ENFORCED IN ACCO ,
INTERNAL LAWS OF THE STATE OF CALIFORNIA, WITHOUT REGARD TO

CONFLICTS OF LAWS PRINCIPLES.

23.  Delay; Waiver. No delay in enforcing or failing to enforcct any right gpder
this Agreement by the Investor shall constitute a waiver by the Inycstor pf such right. No waiver
by the Investor of any default hereunder shall be effective unless in wnting, nor shall any waiver

operate as a waiver of any other default or of the same default on a future occasion.
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24.  Time of Essence. Time is of the essence of each provision of this
Agreement of which time is an element.

25. Survival of Representations and Warranties. All representations,
warranties and covenants of each of the Grantors contained herein shall survive the execution
and delivery of this Agreement, and shall terminate only upon the full payment and performance
by the Grantors of the Secured Obligations.

26.° Counterparts. This Agreement may be executed in any number of
counterparts, each of which when so executed and delivered shall be deemed an onginal, but all
of which shall together constitute one and the same agreement.

(Signature Page to Follow)

10

PATENT
REEL: 012598 FRAME: 0671



IN WITNESS WHEREOF, the parties hereto have caused this Security and
Pledge Agreement to be duly executed and delivered by their respective officers as of the date

first above written.

BORROWER:

INVESTOR:

SHAREHOLDERS:

OSO TECHNOLOGIES, INC,,
a California corporation

S

Name: /0,0 S A+1C #
Title: P/LO /Cc—\)

By ///M Jlther,

Name: ; o
Naime:, 7’/ @Ct;'//%/k?;éﬁzt

SEDA INDUSTRIES, LLC,
a Delaware limited liability company

By:

Name:
Title:

BHARTI SAHGAL

Mad‘% CQL(]

BHART SAHGAL

Rhawed Skt
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IN WITNESS WHEREOF, the parties hereto have caused this Security and
Pledge Agreement to be duly executed and delivered by their respective officers as of the date
first above wntten.

BORROWER: 0SO TECHNOLOGIES, INC,,
a California corporation

By:

Name:
Title:

By:

Name:
Title:

INVESTOR: SEDA INDUSTRIES, LLC,
a Delaware limited liability company

By: A -

E %
itle:

SHAREHOLDERS: BHARTI SAHGAL

BHART SAHGAL

S-1
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PADMA SAHGAL

. <sulhgsl

S-2

PATENT
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EXHIBIT A

AMENDMENT

This Amendment, dated __,1s delivered pursuant to Section 5(e) of the
Agreement referred to below. The undersigned hereby agrees that this Amendment may be
attached to the Pledge and Security Agreement dated as of October 4, 1999, among the undersigned
and SEDA Industries, LLC, a Delaware limited liability company, as the Investor (the
“Agreement,” capitalized terms defined therein being used herein as therein defined), and the
Pledged Shares listed on this Amendment shall be deemed to be part of the Pledged Shares and
shall become part of the Collateral and shall secure all Secured Obligations.

[SHAREHOLDER]

OSO TECHNOLOGIES, INC.

Name:
Title:

12
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SCHEDULE 3(f)

STOCK OPTIONS OUTSTANDING
AS OF OCTOBER 4, 1999

William H. Dahlman
Roger J. Frock

Roger J. Frock

Vinod Roy

Vipin Sahgal

Clifion S. Smith, Jr.
William J. Zimmerman

Total

Number of Shares Exercise Price per Date of Expiration
Share

50,000 $0.10 April 26, 2002
125,000 $0.10 April 26, 2002
100,000 $1.00 Apnl 26, 2002

35,000 $1.00 Aprl 26, 2002
400,000 $0.10 November 2, 2001
100,000 $0.10 July 31, 2004
100,000 $0.10 August 2, 2002
960,000
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JUN 13 2091 16:56 FR DATASEARCH 916 922 5199 TO 16266283277 P. 83239
1 A S r : R

DEBTOR: 080 TECHNOLOGIES. INC., whose address is
9000 9th Strect. Suite 100, Rancho Cucamonga, California 91730 _

SECURED PARTY: SEDA INDUSTRIES. LLC. whose address is
9701 Wilshire Blvd.. Suite 1110, Beverly Hills, California 90212

All of Debtor’s right. title and interest. whether now owned or hereafter acquired by the
Debior. in the fnllowing property (colfectively. the “Collateral ™).

1. All of the Debtor's machinery. equipment and supplies. appliarkies, compulrs
and rclated cquipment, 10ols, tooling, furniture, furnishings. fixtures. goods, inventory, raw
materials, work in process, finished goods and matcrials owned by the Dehtor, accounts, gencral
miangiblcs, chatic! paper, docurnents. instruments { whether negotisble or non-negotiablc),
deposit accounts, investment propenty, sccuritics, scouritics entitiements, moncy. contract rights
and rights 10 payment of every kind: all of the foregoing. whether now owned or hereaficor at ﬂny
time acquired by the Debtar and wherever located, and includes all products, additions,
sccessions, rep ucements and substitutions for and of all such Collsteral; and all books and

records of the $iebior with respect to all such Collateral; and

2. wlhenlmnotcovendbyclauu(llabovc.lllproceedlol'myorllloflht
foregoing Collateral.

For purposes of this Financing Statement, the term “nroceeds™ includes (1) whatever is
now or hereaftcr reccivable or received by the Deblor upon the sale, exchange, collection or
other disposition oran) ftemn of Collatersl, whuher voluntary or involuntary, whcther such
procoeds constitute inventory, intangibles, equipment or intellectual properly oc other masets.
121 any such iteras which are now or hercafier acquired by the Debior with any procecds of
Collateral herewnder: and (3) any insurance or payments under anty ihdemnity, warranty or
guaranty now or hereaficr payable by resson of dasmage or loss of otherwise with respect ta any
e of Collaterz i or any procecds thereof.

i}

65G09LEEEE
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Exhibit ““C”’ to Transfer Statement

Bill of Sale
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CIVE A Business Credit Services

40 E. Verdugo Avenue = Burbank, CA91502-191)
P.O. Box 7740 « Burbank, CA91510-7730
Phone: (818) 972-5300 » Fax: (818} 572-5301
www.creditservices. org

BILL OF SALE

CREDIT MANAGERS ASSOCIATION OF CALIFORNIA (“CMAC™), a
Califormaa non-profit corporation, whose principal place of business is 40 Verdugo
Avenue, Burbank, Califomnia 91502-1931 (*Seller”), as Auction Agent for Sulmeyer,
Kupetz, Bauman & Rothman, LLP, attorneys in fact for the Secured Party, SEDA
Industries, LLC, a Delaware limited liability company (“Secured Party™), which is named
in that certain Notice of Public Foreclosure Sale dated October 24, 2001, and October 29,
2001, a copy of which is attached hereto as Exhibit “A™, regularly conducted a public
auction sale (““Auction Sale’”) on November 2, 2001 (the “Sale Date™) in accordance with
Chapter 6 of Division 9 of the California Commercial Code, as amended (“*Division 9),
Pursuant to the Auction Sale and in accordance with Division 9, and in consideration for
the purchase price of Two Hundred Thousand and 00/100 Dollars ($200,000.00) credit
bid for such Secured Party (“Buyer™), the receipt and sufficiency of which consideration
being hereby acknowledjged, CMAC has sold and assigned, and by this Bill of Sale does
hereby grant, assign, transfer, sell and set over to Buyer, its representatives, successors
and assigns, all right, title and interest in and to the property described in Exhibits “A”
and “B” attached hereto and incorporated herein by this reference, including without
limitation that certain United States Patent, Patent No. 6,101,835 dated August 15, 2000
(collectively, the “Property”). Buyer’s purchase of the Property pursuant to this Bill of
Sale (i) discharges Secured Party’s security interest and any security interests or hens
subordinate thereto, and (ii) hereby grants to Buyer all rights, title and interest in and to
the Property free and clear of any and all liens, of any and all rights and interests of OSO
Technologies, Inc., the debtor which defaulted in its obligations to Secured Party
(“Debtor™), and of any and all claims of unsecured creditors of Debtor with respect to the
Property. Debtor’s default of its obligations to Secured Party entitled Secured Party to
sell or cause the Property to be sold under the terms of written agreements between
Debtor and Secured Party, the provisions of the California Commercial Code and other
applicable laws.

This Bill of Sale is effective as of the Sale Date to transfer all of the Property
listed on Exhibit *“A” and Exhibit “B” to Buyer. The Property is transferred without any
warranties or representations of any kind, express or implied, including warranties as to
the merchantability or fitness of the Property for a particular purpose, use or sale. The
Property is deemed 1o be delivered to Buyer at 40 East Verdugo Avenue, Burpank,
California, and is placed at Buyer’s disposal “as is” and “where is” and in “with all
faults™ condition.

rvorthern California: (510) 346-6000 = Nevada: (702) 259-2622
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Executed at Burbank, Califormia, on November , 2001.

CREDIT MANAGERS ASSOCIATION

OF CALIFORNIA, a Califormia nonprofit
Corporation, as Auction Agent for Sulmeyer, -
Kupetz, Bauman & Rothman, LLP

> ) |
Robert J. Hoder
Secretary
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EXHIBIT “A™

Notice of Public Foreclosure Sale
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EXHIBIT “B”

Collateral

All of OSO Technologies, Inc.’s (**OSO’) machinery, equipment and supplies.
appliances, computers and related equipment, tools, tooling, furniture,
furnishings, fixtures, goods, inventory, raw material. work in process, finished
goods and materials owned by OSO, general intangibles (including, without
limitation, the 1tems listed on the following attached pages), accolnts, chattel
paper. documents. instruments (whether negotiable or non-negotiable). investment
property, mongy, contract rights, and rights to payment of any kind. if anyv; and all
products, additions, accessions, replacement and substitutions for and of the
foregoing collateral ("“"Collateral™); and all books and records with respect to all
such Collateral.

To the extent not covered by paragraph 1, above, all proceeds of any or all of the
Collateral, as the term “‘proceeds is defined in revised Article 9 of the California

Commercial Code.
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US006101835A

United States Patent [
Butsch et al.

6,101,835
Aug. 15, 2000

(113 Patent Number:
51 Date of Patent:

7541 WATER AND ICE DISPENSENG AFPARATUS

Orta R, Ruersch, Placenta: Charles 1.

"“5: Tnveniarg:
Helton. Dara Poiot, Otto R. Butsch,
Jr.. Yorba Linca, all of Calif,

T2 Assignze: OS50 Technologies, Ranche

Cuczmonga, Calif

Appl. Noo 09/7285.625
Apr. 3. 1999

Related U.S. Application Dats
(0] Prowisional applicarien No. £0/080.643. Apr 3. 1998, and
provisional appiicanon No. SOMRN.642. Apr 3. 1698

SRS T 7T & RSO B67D 5/62
HSICETRR ST B R ~ 827390, 2221261
13%]  Eweld cf Scarchl i e QW 390, 389, 391,
62/394, 395; 222/1468.1; 165/61

561 Referenees Cited

U.S. PATENT DOCUMENTS
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5,108,503 1902 COOK curniiraoesrsesienreersmrevennmemer 20%4/149
3,192,004 /1993 Burows ... . 2227146,
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. Su2/64a
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5495873  2/1996 Donselman eral .
53775393 1171996 Donsehman at al. ...
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5603230 211997 TSA e memee s s e e §227390
5.667.103 /1997 Dopselman a1 2l vvevricereneenn. §27392
S.T06.882 1/1998 WITh iiciimimeecsseensesressernsronnas 165G

Dn'mary Exantiner—William Z. Tapoleai

Atarmey, Agent, ar Firm—Keananeth J. Hovet

7] ABSTRACT

lli

A waicr coolc is provided having a cabinet with warer
spigols and o door for accessing a refdgemanion wmit The
refrigenation unis includes 2 freezer compartment and cay
alzo wmelude an icamaker The cabiner intesior comtams a
waer resarvair which is sepplis? with water from 1 wot
botdz inverted in the tep of the cabinet Alterna Cvely, e
rz_s""\orr may bc proua;d w'J* an cxtemal scur 2 of water.

waes fxl:e' are nm\.‘dec. Cooling is eSecred with a <o
pressor unit, condenser uail an expansion valve and the
refiigedation wnr—all of whicl are interconnectsd wits a
closed loop coolant lhine. Predetermuned segments of the
coolant Line are used w creat freezing temperatiures in e
freezer comipartment and non- freering temperanoes o a
storage area. selected water lines and the reservoir The
condenser unit tncludes a sondepsar coil section which may
be wrapped with ambient wamr for producing a cuoply of
het water. The coil scetion may also function 1o preheat
ambient water that is moved to a hot water tank. The cabinet
may incjude a pull-out sectian far placamens of a1 water
bote in a lower chamber. In this case, a pump or s pressuze
Is used to meve waier from the bottde inte the interior
heating and cooling systam.

13 Claums, 10 Drawing Sheets
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NOTICE OF PUBLIC FORECLOSURE SALE

SEDA Industries, LLC, a Delaware limited liability company (“Secured Party™), 9701
Wilshire Boulevard, Suite 1110, Beverly Hills, California 90212, hereby gives notice that
1t will conduct a pubilic foreclosure sale of personal property assets (“Collateral™) of OSO
Technologies, Inc., a California corporation (“*Debtor™), in accordance with the Califorrua
Commercial Code, on Friday, November 2, 2001, at 11:00 a.m., at the offices of Credit
Managers Association of Southern California, 40 East Verdugo Avenue, Burbank,
California 91502, Attm: CMA Auction Services, telephone number ~
(“CMA™). The sale may be continued by ofal announcement at thego' ;:le/l' The
Collateral will be sold in a single lot, which will be subject t0 a reserve. Information on
bidding procedures may be obtained from CMA. The Collateral inctudes, but is not
necessarily limited to, water coolers and related equipment, supplies and inventory,
molds for the manufacture of water coolers, and general intangibles (including, without
limitation, accounts, accounts receivable and other rights to payment, and patents) of the
Debtor, and any other collateral subject to Secured Party’s security interest (collectively,
the “Collateral”). THE SALE OF COLLATERAL WILL BE “AS IS” “WHERE IS”
WITH ALL FAULTS, WITHOUT WARRANTY OF TITLE, POSSESSION, QUIET
ENJOYMENT OR THE LIKE OR ANY EXPRESS OR IMPLIED WARRANTIES OF
MERCHANTABILITY, QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR
ANY OTHER EXPRESS OR IMPLIED WARRANTIES, AND NO
REPRESENTATION OR WARRANTY IS BEING OR WILL BE MADE AS TO ANY
OF THE COLLATERAL, AND SECURED PARTY EXPRESSLY DISCLAIMS ALL
SUCH REPRESENTATIONS AND WARRANTIES, EXPRESS OR IMPLIED.
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COMMERCIAL CODE

\Duty to Send Information Concerning Surplus or
tcy. This section reflects the view that, in every
goods transaction, the debtor or obligor is enti-
the amount of a surplus or deficiency and the
kich the surplus or deficiency was calculated.
Under subdividign (b)(1), a secured party is obligated to
provide this infoMpation (an “explanation,” defined in sub-
division (a)(1)) no Mgter than the time that it accounts for
and pays a surplus ox the time of its firat written attempt
to collect the deficierky. The obligor need not make a
request for an accounting in order to receive an explana-
tion. A secured party why does not attempt to collect a
deficiency in writing or accoynt for and pay a surplus has
no obligation to send an exNanation under subdivision
(b)X1) and, consequently, cannoy be liable for noncompli-
ance.
A debtor or secondary obligor ne
secured party commences written

&d not wait until the

FOR DIVISION 9, REPEALED JULY 1, 2001, SEE ANTE

Assembly Committee Comment
1999 Addition

3. Explanation of Calculation of Surplus &

ciency. Subdivision (c) containg the requirements fo
a caleulation of a surplus or deficiency must be expla
in order to satisfy subdivision (a}(1)(B). It gives a securedi

1. Source. New.

2. Duty to Send Information Concerning Surplus or
Deficiency. This section reflects the view that, in every
consumer-goods transaction, the debtor or obligor is enti-
tled to know the amount of a surplus or deficiency and the
basis upon which the surplus or deficiency was caleulated.
Under subsection (b)(1), & secured party is obligated to
provide this information (an “explanation,” defined in sub-
section (a)X1)) no later than the time that it accounts for
and pays 2 surplus or the time of its first written attempt
to collect the deficiency. The obligor need not make a
request for an aceounting in order to receive an explana-
tion. A secured party who does not attempt to collect a
deficiency in writing or account for and pay a surplus has
no obligation to send an explanation under subsection
(bX1) and, consequently, cannot be liable for noncompli-
ance.

A debtor or secondary obligor need not wait until the
secured party ccmmences written collection efforts in
order to receive an explanation of how a deficiency or
surplus was caleulated. Subsection (b)(2) obliges the se-
cured party to send an explanation within 14 days after it
~ receives a “request” (defined in subsection (a)(2)).

3. Explanation of Calculation of Surplus or Defi-
elency. Subsection (c) contains the requirements for how a
ealeulstion of a surplua or deficiency must be explained in

1999 Legisiation
Subordinstion of legislation by Stats.1999, c. 991
(S.B.45), to other 1999 legislation, see Historical and Stat-

9617. Rights of transferee of collateral

Additions or changes Indicated by

Uniform Commercia

Historical and Statutery Notes

8) A secured party’s disposition of collatersl after default does all of the following:
1) Transfers to a transferee for value all of the debtor’s rights in the collateral,
underline; deletions by ssterisks * * *

§ 9617

party some discretion concerning rebates of interest or
credit service charges. The secured party may include
these rebates in the aggregate amount of obligstions
secured, under subdivision (cK1), or may include them
with other types of rebates and credits under subdivision
(c)(5). Rebates of interest or eredit service charges are the
only types of rebates for which this diseretion is provided.
If the secured party provides an explanation that includes
rebates of pre-computed interest, its explanation must so
indicate. The expenses and attorney’s fees to be described

pursuant to subdivision (c){4) are those relating to the

mosat recent disposition, not those that may have been

incurred in eonnection with earlier enforcement efforts

and which have been resolved by the parties.

4. Liability for Noncompliance. A secured party who
fails to comply with subdivision (b)(2) is liable for any loss
caused plus $500. See Section 9625(b), (c), (eX6). A se-
cured party who fails to send an explanation under subdi-
vision (b)X1) is liable for any loss cansed plus, if the
noncomplience was “part of a pattern, or consistent with a
practice of noncompliance,” $500. See Section 9626(b), (c), .
(eX5). However, a secured party who fails to comply with
this section is not lisble for statutory minimum damages
under Section 9625(c)(2). See Section 9628(d).

5. This section does not expand the rights of a secured
party beyond those otherwise permitted by law.

ode Comment

ordeNto satisfy subsection (a)1)}B). It gives a secured

8 discretion concerning rebates of interest or
ce charges. The secured party may include
wa in the aggregate amount of obligations
secured, undeNsubsection ()(1), or may include them with
other types of ré
Rebates of intereshor credit service charges are the only
types of rebates for’\whi
the secured party provjdes an explanation that includes
rebates of pre-computedN\nterest, its explanation must so
indicate. The expenses and\gttorney’s fees to be deseribed
pursuant to subsection (e}¥), are those relating to the
most recent disposition, not ¥ose that may have been
incurred in connection with eaWjer enforcement efforts
and which have been resolved by the parties.

secured party who fails to send an exp anation under
subsection (b)(1) is liable for any loss causid plus, if the
noncompliance waa “part of a pattern, or consiglent with a
practice of noncompliance,” $500. See Section 8- 25(h), (¢),
(e)(5). However, a secured party who fails to co
this section is not liable for statutory minimum fit:
under Section 9-625(c)(2). See Section 9-628(d).

utory Notes under Business and Professions Code
§ 7607.13.
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§ 9617

COMMERCIAL CODE
DIVISION 9, OPERATIVE JULY 1, 2001

(2) Discharges the security interest under which the disposition is made.
(3) Discharges any subordinate security interest or other subordinate lien.

(b) A transferee that acts in good faith takes free of the rights and interests described in subdivision
(a), even if the secured party fails to comply with this division or the requirements of any judicial

proceeding.

(c¢) If a transferee does not take free of the rights and interests described in subdivision (a), the
transferee takes the collateral subject to all of the following:

(1) The debtor’s rights in the collateral.

(2) The security interest or agricultural lien under which the disposition is made.

(3) Any other security interest or other lien.

(Added by Stats.1999, c. 991 (3.B.45), § 35, operative July 1, 2001.)

Uniform Commercial Code. Comment

1. Source. Former Section 8-504(4).

2. Title Taken by Good-Faith Transferee. Subsec-
tion (a) sets forth the rights acquired by persons who
qualify under subsection (b)———t.ransferees who act in good
faith. Such a person is a “transferee,” inasmuch as a buyer
at a foreclosure sale does not meet the definition of
“purchaser” in Section 1-201 (the transfer is not, vis-a-vis
the debtor, “voluntary”). By virtue of the expanded defini-
tion of the term. “debtor” in Section 9~102, subsection (a)
makes clear that the ownership interest of a person who
bought the collateral subject to the security interest is
terminated by a subsequent disposition under this Part.
Such a person is a debtor under this Article. Under
former Article 9, the result arguably was the same, but
the statute was less clear. Under subsection (a), a disposi-
tion normally discharges the security interest being fare-
closed and any subordinate security interests and other
liens.

A disposition has the effect specified in subsection (a),
even if the secured party fails to comply with this Article.
An aggrieved person (e.g., the holder of a subordinate

security interest to whom a notification required by Sec-
tion 9-611 was not sént) has a nght to recover any loss
under Section 9-625(b).

3. Unitary Standard in Public and Private Disposi-
tions. Subsection (b) now contains a unitary standard that
applies to transferees in both private and public disposi-
tions—acting in good faith. However, this;change from
former Section 9-504(4) shouid not be interpreted to mean
that a transferee acts in good. faith even though it has
knowledge of defects or buys in collusion, standards. appli-
cable to public- dispositions under the former section.
Properly understood, those standards were specific exam-
ples of the absence of good faith,

4. Title Taken by Nongualifying Transferee, Subsec-
tion (c) specifies the consequences for a transferee who
does not qualify for protection under subsections (a) and
(b) (i.e., a transferee who does not act in good faith). The
transferee takes subject to the rights of the debtor, the
enforcing secured party, and other security interests or
other liens.

Historical and Statutory Notes

1999 Legislation
Subordination of legislation by Stats.1999, e¢. 991
(S.B.45), to other 1999 legislation, see Historical and Stat-

utory Notes under Business and Professions Code
§ 7507.13.

§ 9618. Rights and duties of certain secondary obligers
(a) A secondary obligor acquires the rights and becomes obhgated to perform the duties of the secured

party after any of the following occurs:

(1) The secondary obligor receives an assignment of a secured obligation from the secured party
(2) The secondary obligor receives a transfer of collateral from the secured party and agreeb to, accept

the rights and assume the duties of the secured party.

(3) The secondary obligor is subrogated to the rights of a secured party with respect to collateral.
(b) Both of the following rules apply with respeci to an assignment, transfer, or subrogation descrlbed

in subdivision (a):

(1) It is not a disposition of collateral under Section 9610.

(2) It relieves the secured party of further duties under this division.
(Added by Stats.1999, c. 991 (S.B.45), § 35, operative July 1, 2001.)

1. Source. Former Section 9-504(5).
2. Scepe of This Section. Under this section, assign-
ments of secured obligations and other transactions (re-

gardless of form) that function like assignments of se--
Additions or changes indicated by underline; deletions by asterisks
392

Uniform Commercial Code Comment

cured obligations are not dispositions to which part &
applies. Rather, they constitute assignments of rights g
(oceasionally) delegations of duties. Apphcanon of 2!’18

P
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COMMEBCIAL CODE
FOR-DIVISION 9, REPEALED JULY. 1, 2001, SEE ANTE

section may require an investigation into the agreement of
the parties, which may not be reflected in the words of the
repurchase agreement (e.g., when the agreement requires
a recourse party to “purchase the. collateral” but contem-
plates thet the purchasér-will then conduct an ‘Article 9
foreclosure disposition),

.This section, like - former Section 9—504(5), does not
constitute a general and comprehensive rule for allocating
rights and duties upon assignment of a secured obligation.

Rather, it applies only in situations involving s secondary

obligor described in subsection (a). In other contexts, the
agreement of the parties and applicable law -other' than
Article 9 (determine whether the assignment imposes upon
the assigniee any. duty to the debtor and whether the
aaslgnor retains its duties to the debtar after the assign-
ment,

Subsecﬁon (a)(l) appl.ies when there has. beem an assign-
ment of an obligation that is. secured. at the time it is

assigned. Thus, if a secondary obligor agquires the collat-
eral at a disposition under Section 9-610 and simulta-
neously or subsequently disc.harges the unisecured: defi-
ciency claim, subsection (a)(1) is not implicated. Similarly,
subsection (a)(3) applies only when the secondary obligor
is subrogated 1o-the secured party’s rights with respect to
collateral. Thus, this subsection will not be iniplicated if a’
secondary obligor discharges the debtor’s unsecired obli-
gation: for a post-disposition deficiency. Similarly, if the
secured party disposes of ‘some of the. collateral and the
secondary ’ obligor thereafter: discharges the' remaining
obligation, subsection (a) applies only with respect to
rights and duties concerning the remaining

collatersl, and, .

§ 9619

insuffieient to discharge the secured obligation, but the
secondary obligor-makes an additiona] payment that satis.
fies the remaining balance, the secondary obligor would be
subrogated to the secured party’s deficiency claim, How-
ever, the duties of the secured party as such would have
come to an end with respect to that collateral.. In some
situations the capacity in which the payment is made may
be undléar, Accordingly, the pérties should in their rela-
tionship' provide elear evidence’of the nature and circum-

stances of the payment by the secondary obligor:

8. Transfer of Collateral to Secondary Obligor. It is
possible for a secured party to transfer collateral to a
secondary obligor in a transaction that is a disposition
under Section 9-610 and that establishes a sifplus or
deficiency " tnider "Section 9-615. Indeed, this Article in-
chides a specia.l rule, in Section 9-615(f), for establishirig a
deficiency in the case of sorne dispositions to, inter alio,
secondary, obligors. This Article rejects the view, which
some may have ascribed to former Section 9-504(5), that &
tranafer of collateral to a recourse

interest. Inasmuch as a secured y could ltself buy
collateral at its own public. sale, it makes no sense to
prohibit a recourse party ever from buying at the sale.

4. Tlming and Scope of Obhg'atiom. Under: subsee: -

tion (2), a recourse party acquires rights and-incurs

obligations only “after” one of the specified circumstances -
occurs. This makes clear that when a successor assignee,

transferee, or subrogee ‘becomes obligated it dees not
assume any lisbility for earlier. dctions or inastiois of-the

under subsection (b), the subrogation is not a disposition
of the rémaining collateral.

As discussed more fully in Comment 8, a secondary
obligor may receive a transfer of collateral in a dxsposxtnon
under Section 9-610 in exchange for a payment that is
applied againat the secured obhgatlon However, a second-
ary obligor who pays and receives a transfer of collateral
does not necessarily become subrogated to the rights of
the secured party as contemplated by subsection (a)3).
Only to the extent the secondary obligor makes a payment
in satiafaction of its secondary obligation would it become

' submgnted To the extent its- payment constitutes the

price of the collateral in a Section: 9-610 disposition by the
secured party, the seéondary obligor would not be ‘subro-
gated. Thus, if the amount paid by the secondary abligor
for' the eollateral in a Section 9-610 disposition is itself

d.party whom. it has succeeded unless it agrees to
do so. Once the successor becomes obligated, however, it
is responsible for complying with the secured party’s
duties. thereafter. For example, if the sneccessor is in
possession of collateral, then it has the duties specxﬁed in
Section 9-207.

Under subsection (b), the same event (asmgnment,

transfer, or subrogation) that gives rise to rights to, and

imposes obligations on, a successor relieves its predeces-

-sor of any further duties tnder this Article. For example,

if the security interest .is- enforced :after -the secured
obligation is assigned, the assignee—but not the assign-
or—has the duty to comply with this Part. Similarly, the
assignment does not excuse the assignor fromi liability for
failure to comply with duties that arose before the event
or. impose liability .on  the assignee for- the assignor’s
fmlure to comply

Hlstoncal and Statutory Notes

1999 Lezislatidn ’ :
Subordination - of legislatien by Stats.1999, c. 991
(S.B.45), to other 1999 ]egislat.ion, see Historical and Stat-

$ 9619, 'l‘ransfer of record or legal tltle

utory Notes' under Busmese and Profess:ons Code
§ 7607.13. g

(a) In this section, “transfer statement” means a record authentlcated by a secured party statmg all of

the following:

(1) ‘That the debtor, has defaulted in connection with an obligation secured by specxﬁed collateral

{2) That the secured party has exercised its postdefau]t remedies with respect to the collateral..

(3) That, by reason of the exercise, a transferee has acquired the rights of the debtor in the collatéral.
(4) The name and mailing address of the secured party, debtor, and transferee.

" (b) A transfer statement entitles the transferee to the transfer of record of all rights of the debbor in
the collateral specified in the statement in any officisl filing, recording, registration, or certificate of title

following:

Additlons. or changes Indicated by under"no; dqle;loqo by asterlsks * * *

393

. 8ystem covering the collateral. If a transfer statemient is presented with the apphcable fee ‘and request
- form to the official or ofﬁce responsible for maintaining the system, the official or office shall de;all of the

v
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§ 9619 COMMERCIAL CODE
v DIVISION 9, OPERATIVE JULY 1, 2001

(1) Accept the transfer statement.
(2) Promptly amend its records to reflect the transfer.
(3) If applicable, issue a new appropriate certificate of title in the name of the transferee.

(c) A trgnsfer of the record or legal title to collateral to a secured party under subdivision (b) or
otherwise is not of itself'a disposition of collateral under this division and does not of itself relieve the
secured party of its duties under this division.

(Added by Stats.1999, c. 991 (S.B.45), § 35, operative July 1, 2001.)

Uniform Commercial Code Comment

1. Source. New. transfer by a debtor to a secqreﬂ_ party prior to the

2. Transfer of Record or Legal Title. Potential buy-  secured party’s exercise of those remedies. Under subsec-
ers of collateral that is covered by a certificate of title  tion (c), a transfer of record or legal title (under subsec-
(e.g., an automobile) or is subject to a registration system  tion (b) or under other law) to a secured party prior to the
(e.g., a copyright) typically require as a condition of their  exercise of those remedies nierely puts the secured party
purchase that the certificate or registry reflect their own-  in a position to pass legal or record title to a transferee at
ership. In many cases, this condition can bé met only with  foreclosure. A secured party who has obtained record or
&9 gogiem O{i the recolgi oxl:mer. It $ rehem:id owlner I8 legal title retains its duties with respect to enforcement of

e debtor and, as may beé the case r the default, the i ity i ’ ins i 4
debtor refuses to cooperate, the secured party may have ::]{s ecurity interest, and the debtor retains its rights as
great difficulty disposing of the collateral. ' ‘

Subsection (b) provides a simple mechanism for obtain- 8. Title-Clearing Systems Under Other Law. Appli-
ing record or legal title, for use primarily when other law cable non-UCC law (e.g., a certificate-of-title statute, fed-
does not provide one. Of course, use of this mechanism  eral registry rules, or the like) may provide a means by
will not be effective to clear title to .the extent that  which the secured party may obtain or transfer record or
subsection (b) is preempted by federal law. Subsection (b)  legal title for the purpose of a disposition of the property
contemplates a transfer of record or legal title to a third  under this Article. The mechanism provided by this sec-
party, following a secured party’s exercise of its disposi-  tion is in addition to any title-clearing provision under law
tion or acceptance remedies under this Part, as well a8 a2 _other than this Article. :

Historical and Statutory Notes

1999 Legislation utory’ Notes under Business and Professions Code

ubordination of legislation by Stats.1999, c¢. 991  § 7507.13.
, to other 1999 legislation, see Historical and Stat- '

ptance of collateral in full or pa&ial satisfaction of obligation; compulsory disposi-
tion of collateral : :

ise provided in subdivision (g), a secured party may accept collateral in full or

(a) Except as oth ) e L
e obligation it secures only if all of the following conditions are satisfied:

partial satisfaction o
(1) The debtor consents

(2) The secured party does
ohjection to the proposal authentic

the acceptance under subdivision (c). »

t receive, within the time set forth in subdivision (d), a notification of
d by either of the following:

(A) A person to which the secured p was required to sefxd a proposal under Section 9621.

(B) Any other person, other thaﬁ the debtor, holding an interest in the collateral subordinate to the

security interest that is the subject of the propodsal. .
al is not in the possession of the debtor when the

(3) If the collateral is consumer goods, the colla
debtor consents to the acceptance.

(4) Subdivision (e) does not require the secured party to
the requirement pursuant to Section 9624.

ispose of the collateral or the debtor waives

(b) A purported or apparent acceptance of collateral under this sbgtion is ineffective unless both of the

following conditions are satisfied:
(1) The secured party consents to the acceptance in an authenticated 1
debtor. :
(2) The conditions of subdivigion (a) are met.
(c) For purposes of this section both of the following rules apply:

(1) A debtor consents to an acceptance of collateral in partial satisfaction of the obliga ipn it
only if the debtor agrees to the terms of the acceptance in 2 record authenticated
Additions or changes Indicated by underline; detetions by asterisks * * *
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everd or sends a proposal to the

secures
default.
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