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Mail Stop Assignment Recordation Services
Commissioner for Patents
Post Office Box 1450
Alexandria, VA 22313-1450
ASSIGNMENT RECORDATION FQRM COVER SHEET
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Please record the attached original document.

1. Name of conveying perty. PAICE LLG, a limited liahilty company of the State of
Delaware, having offices at 6830 Elm Street, McLean, VA 22101.

Ceffisete: | hareby ceriify that this comespondence Is today being hand cared o May Stop
Assignmant, Conmmissioner ¢f Paterts and Trademarks; Alexandra, VA 22313-1450.
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2. Name and Address ot Receiving Partics. Nathanael Adamsen, a US citizen,
residing at 1815 Hayward Pine Trall, Kewadin, M| 49648; Thomas Annick, a US

citizen, residing at 5737 Stanbrook Lane, Gaithersburg, MD 20882. Henry Buist,
a US citizen, reaiding at 6608 Tina Lane, MclLean, VA 22101; Alassandra &
Michae!l Daigneault, as Joint Tenants wilh Rights of Survivorghip, both US
citizens. residing at 1512 Nightshade Court, Vienna, VA 22182; william Godin,
a U8 citizen, residing at 34 Steinway Court, Williamsville, NY 14221, Andrew
Hiraeh, 4 US citizen, residing at P06 Ridge Drive, McLean, VA 22101; David
Hirsch, a US citizen, realding at 37 Wast 12" Street, Apt. PHC, New York, NY
10011; Eflen Hirach, a US aitizen, residing at 37 West 12" Strest, Apt. PHC,
New Yark. NY 10011: Suzanne Hirach & Neil Rosenthal, a9 Tonants by the
Entircty, both US cltizens, residing at 1421 Fallswood Drive, Rackvile, MD
20854; Gaorge R. Kempton Trust by George R. Kempton, Trustee, residing at
3991 Gull Share Bivd. N., #101, Naples, FL 34103; William F, Leimkuhler, a US
cilizen, reslding at 43 Salem Straits Road, Darien, CT 06820, Theodore
Louckes, 2 US citizen, residing at 10388 Appomattox Street, Holly, M] 48442;
Stephen Q'Shea, a US citizen, residing at 2-5-40 Hirgu, Shibuya-ku, Tokya 150-
0012 Japan; Robert 8. Oswald, a US citizen, residing at 22957 Shady Knoll
Drive, Bonlia Springs, FL 34135; Nalaon Schaenan, Jr., a US citlzon, residing at
56 Midwood Tarrace, Madison, NJ 07840; Alex J. Ssverineky, a US citizen,
residing at 4707 Foxhall Crescent, Washington. DC 20007, James Y.
Savorinsky, a US citizen, residing at 3045 QOcean Parkway #2G, Broaklyn, NY
11235; Allen Swensen, a US citizen, residing et 24 Curdew Way, Novato, CA
94946; Robert J. Templln, a US citizen, reslding at 605 Robin Dale Drive,
Austin, TX 78734; and Joseph Tydings, a US citlzen, c/o Diekstein. Shapiro,
Morin & Oshinsky, LLP, 2101 L Strest, NW, Washington, DC 20037.

3. Nature of Conveyances: Security Agreamenis.
Execution Date: April 28, 2004,

4, Name and Address of Party io Whom Correspondence Conceming Documant
should be mailed.

Gens S, Winler, Registration No. 28.352
Attarney for Assignoe
ST.ONGE STEWARD JOHNS TON & REENG LLC
986 Bedford Street: Siamford, CT 06905-5619
203 324-6155

§. g_a_tsg_‘r‘u_o,ggglication No.: 10/382,577; Patent Nos.: 5,243,870: 6.209,672; 6,338,391;
,554,088.

Tutal Numbar of Applications/Patents Involygd: 5.
7. JTotal Fee (37 CFR 3.41). $200.00
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8. Authorization 1o Charge Depostt Account. The Commissloner is hersby authqrized
to charge the fees herein and any additional fees due by this paper to Deposil Ac-
count No. 19-4516.

9. Slatement and Signatyre. Total number of pages including ¢over sheat, attach-
monts and document are 103. To the best of my knowledgse and belief, the forego-
ing information is true and carrect.

Respectiully submitted,

Gene 5. Winter, Registration No. 26,362
Attorney for Conveying Party

ST.0nGE STEWARD JOHNSTUN & REENS LLC

Y86 Bed(ord Street; Stamfard, CT 08905-5616
Telephone: 203 324-6153

TOTAL P.Q9
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or otherwise
modified from time to time, this “Agreement”), dated as of this 28 day of April, 2004 between
PAICE LLC, a Delaware limited liability company (the “Grantor”), and Nathanael Adamson,
an individual residing at 1815 Hayward Pine Trail, Kewadin, MI 49648 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan and Security Agreement dated July 19,
2002 (together with all amendments, supplements and other modifications, heretofore and
hereafter made thereto, the “Loan Agreement”), among Paice Corporation, a Delaware
corporation and sole member of Grantor (the “Corporation”), the Lender, Grantor has granted to
the Lender a continuing lien and security interest in certain property and assets of the
Corporation, including (without limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption Agreement of even
date herewith by and between the Corporation and the Grantor, the Corporation has transferred
and assigned to the Grantor all of its property and assets (including, without limitation, the
Existing Patents) subject to the existing lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date herewith
by and between the Corporation, the Grantor and the Lender, the Grantor has acknowledged that
it has received the Existing Patents subject to the existing lien and security interest of the Lender,
and has granted to the Lender a security interest in and to (among other things) the Patent
Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date herewith,
the Grantor is required to execute and deliver this Agreement to further evidence the grant to the
Lender of a continuing lien and security interest in all of the Patent Collateral to secure all
Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery and
performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit of the Lender,
as follows:

_ Section 1. Definitions. Unless otherwise defined herein or the context otherwise
requires, terms used in this Agreement, including its preamble and recitals, have the meanings
provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment and
performance of all of the Obligations, whether or not any instrument or agreement relating to any
Obligation specifically refers to this Agreement or the security interest created hereunder, the
Grantor hereby grants to the Lender a lien and continuing security interest in, and pledges and
assigns to the Lender, all of the following property (the “Patent Collateral™), whether now owned
or hereafter acquired or existing:

(a) all letters patent and applications for letters patent throughout the world,
including all patent applications in preparation for filing anywhere in the
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world and including each patent and patent application referred to in
Item A of Attachment 1 hereto (the patents and patent applications
referred to in Item A of Attachment 1 hereto, collectively, the “Existing
Patents™);

(b) all patent licenses, including each patent license referred to in Item B of
Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part, extensions,
renewals and reexaminations of any of the items described in the
foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing (including license
royalties and proceeds of infringement suits), the right to sue third parties
for past, present or future infringements of any patent or patent
application, including any patent or patent application referred to in
Item A of Attachment 1 hereto, and for breach or enforcement of any
patent license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto throughout the
world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other than
Obligations with respect to the Warrants, if any) have been paid in full, and (b) the Maturity
Date, whether or not all Obligations shall at any time or from time to time be reduced to zero.
The Grantor shall make notations, satisfactory to the Lender, on its books and records disclosing
the existence of the Lender’s security interest in the Patent Collateral. The Lender shall have no
liability or duty, either before or after the occurrence of an Event of Default, on account of loss
of or damage to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in the Patent
Collateral, the sole duty of the Lender in this regard being to exercise reasonable care with
respect to tangible Patent Collateral, if any, in its actual possession.

Section 3. Security Agreement This Agreement has been executed and
delivered by the Grantor for the purpose of registering the security interest of Lender in the
Patent Collateral with the United States Patent and Trademark Office and corresponding offices
in other countries of the world. The security interest granted hereby has been granted as further
evidence of, and not in limitation of, the security interest granted to the Lender under the Loan
Agreement. The Loan Agreement (and all rights and remedies of the Lender thereunder) shall
remain in full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination Date, the Lender
shall, at the Grantor’s expense, execute and deliver to the Grantor, without any representations,
warranties or recourse of any kind whatsoever, all instruments and other documents as may be
necessary or proper to release the lien on and security interest in the Patent Collateral which has
been granted hereunder.

Section 5. Acknowledgment The Grantor does hereby further acknowledge and
affirm that the rights and remedies of the Lender with respect to the security interest in the Patent
Collateral granted hereby are more fully set forth in the Loan Agreement, the terms and
provisions of which (including the remedies provided for therein) are incorporated by reference
herein as if fully set forth herein.

-
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Section 6. Loan Document This Agreement is one of the Other Agreements
executed pursuant to the Loan Agreement and shall (unless otherwise expressly indicated herein)
be construed, administered and applied in accordance with the terms and provisions of the Loan
Agreement.

Section 7. Counterparts. This Agreement may be executed by the parties hereto
in several counterparts, each of which shall be deemed to be an original and all of which shall
constitute together but one and the same agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
duly executed and delivered by their respective officers thereunto duly authorized as of the day

and year first above written.

PAICE LLC
as Grantor

By:

/2 %ﬁmm/aq

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Nathanael Adamson
as Lender

By:

-4.

. . 7 —
//d?ﬁém:ﬂ: / / /Zciéb;/tl«!,c'—,v/
Nuathanael Adamsof
Address:

1815 Hayward Pine Trail
Kewadin, M1 49648
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ATTACHMENT 1T
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:
U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted January 15,
2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:
U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7, 2003.

World Intellectual Property Organization (WIPQ) Patent Cooperation Treaty (PCT)
Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999, published March
23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or otherwise
modified from time to time, this “Agreement”), dated as of this _7_-_3_ day of April, 2004
between PAICE LLC, a Delaware limited liability company (the “Grantor”), and
Thomas Annick, an individual residing at 5737 Stanbrook Lane, Gaithersburg, MD
20882 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan and Security Agreement
dated July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the “Loan Agreement”), among
Paice Corporation, a Delaware corporation and sole member of Grantor (the
“Corporation”), the Lender, Grantor has granted to the Lender a continuing lien and
security interest in certain property and assets of the Corporation, including (without
limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption Agreement
of even date herewith by and between the Corporation and the Grantor, the
Corporation has transferred and assigned to the Grantor all of its property and assets
(including, without limitation, the Existing Patents) subject to the existing lien and
security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the context
otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment and
performance of all of the Obligations, whether or not any instrument or agreement
relating to any Obligation specifically refers to this Agreement or the security
interest created hereunder, the Grantor hereby grants to the Lender a lien and
continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a)  all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b)  all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations -in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d)  all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Jtem A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in

2-
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed and
delivered by the Grantor for the purpose of registering the security interest of Lender
in the Patent Collateral with the United States Patent and Trademark Office and
corresponding offices in other countries of the world. The security interest granted
hereby has been granted as further evidence of, and not in limitation of, the security
interest granted to the Lender under the Loan Agreement. The Loan Agreement
(and all rights and remedies of the Lender thereunder) shall remain in full force and
effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination Date,
the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.
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IN WITNESS WHEREOF, the

parties hereto have caused this

Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

By:

fln T. Sooecoshy

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Thomas Annick
as Lender

By:

Thawar A

Thomas Annick

Address:

5737 Stanbrook Lane
Gaithersburg, MD 20882
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPO) Patent Cooperation Treaty (PCT)
Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT

(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 12 day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Henry Buist, an individual residing at 6608 Tina Lane, McLean,
VA 22101 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan, Warrant, Purchase &
Security Agreement dated July 22, 2003 (together with all amendments,
supplements and other modifications, heretofore and hereafter made thereto) and the
Loan & Security Agreement dated March 31, 2004 (together with all amendments,
supplements and other modifications, heretofore and hereafter made thereto,
collectively the “Loan Agreements”), among Paice Corporation, a Delaware
corporation and sole member of Grantor (the “Corporation”), the Lender, Grantor has
granted to the Lender a continuing lien and security interest in certain property and

assets of the Corporation, including (without limitation) the Existing Patents (as
defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows: '
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a) all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(©) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark Office
and corresponding offices in other countries of the world. The security interest
granted hereby has been granted as further evidence of, and not in limitation of, the
security interest granted to the Lender under the Loan Agreement. The Loan
Agreement (and all rights and remedies of the Lender thereunder) shall remain in
full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

by o T Socduky
Name: Alex J. Severinsky 7
Title: Chief Executive Officer
Address:
c/o Paice Corporation
6830 Elm Street
Mclean, Virginia 22101
Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Henry Buist

as Lender
By: )‘/ﬁw /éﬂj
! Henry Buist
Address:
6608 Tina Lane
McLean, VA 22101
PATENT
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ATTACHMENT 1 TO

AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:
U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or otherwise
modified from time to time, this “Agreement”), dated as of this 2.8 day of April, 2004
between PAICE LLC, a Delaware limited liability company (the “Grantor”), and
Alessandra & Michael Daigneault, as Joint Tenants with Rights of Survivorship,
residing at 1512 Nightshade Court, Vienna, VA 22182 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan, Warrant, Purchase and
Security Agreement dated July 22, 2003 (together with all amendments,
supplements and other modifications, heretofore and hereafter made thereto, the
“Loan Agreement”), among Paice Corporation, a Delaware corporation and sole
member of Grantor (the “Corporation”), the Lender, Grantor has granted to the
Lender a continuing lien and security interest in certain property and assets of the
Corporation, including (without limitation) the Existing Patents (as defined below);
and

WHEREAS, pursuant to a certain Transfer and Assumption Agreement
of even date herewith by and between the Corporation and the Grantor, the
Corporation has transferred and assigned to the Grantor all of its property and assets
(including, without limitation, the Existing Patents) subject to the existing lien and
security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the context
otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment and
performance of all of the Obligations, whether or not any instrument or agreement
relating to any Obligation specifically refers to this Agreement or the security
interest created hereunder, the Grantor hereby grants to the Lender a lien and
continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a) all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(© all reissues, divisions, continuations, continuations -in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(@ all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in

2
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed and
delivered by the Grantor for the purpose of registering the security interest of Lender
in the Patent Collateral with the United States Patent and Trademark Office and
corresponding offices in other countries of the world. The security interest granted
hereby has been granted as further evidence of, and not in limitation of, the security
interest granted to the Lender under the Loan Agreement. The Loan Agreement
(and all rights and remedies of the Lender thereunder) shall remain in full force and
effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination Date,
the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

7/ Sé&m;ay}j
Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:
c/o Paice Corporation
6830 Elm Street
McLean, Virginia 22101
Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

By:

Alessandra Daigneault
as Lender —

1512 nghtshade Court
Vienna, VA 22182

Michael Daigneault

= U\“ N

Michael Dalgneault
Address:

1512 Nightshade Court
Vienna, VA 22182

as Joint Tenants with Rights of
Survivorship
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 19394.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPO) Patent Cooperation Treaty (PCT)
Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 238 dayof
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and William Godin, an individual residing at 34 Steinway Court,
Williamsville, NY 14221 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that the Loan, Warrant, Purchase & Security
Agreement dated July 22, 2003 (together with all amendments, supplements and
other modifications, heretofore and hereafter made thereto) and the Loan & Security
Agreement dated March 31, 2004 (together with all amendments, supplements and
other modifications, heretofore and hereafter made thereto, collectively the “Loan
Agreements”), among Paice Corporation, a Delaware corporation and sole member of
Grantor (the “Corporation”), the Lender, Grantor has granted to the Lender a
continuing lien and security interest in certain property and assets of the
Corporation, including (without limitation) the Existing Patents (as defined below);
and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(@)  all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark Office
and corresponding offices in other countries of the world. The security interest
granted hereby has been granted as further evidence of, and not in limitation of, the
security interest granted to the Lender under the Loan Agreement. The Loan
Agreement (and all rights and remedies of the Lender thereunder) shall remain in
full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.

N P T Y LEFT BLANK
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

By: Tl T %Mé
Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:
c¢/o Paice Corporation
6830 Elm Street
McLean, Virginia 22101
Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

William Godin
as Lender

By: _ ///%Z/f//{_/
- 'William Godin
Address:
34 Steinway Court

Williamsville, NY 14221
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A, Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPQO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 28 day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Andrew Hirsch, an individual residing at 906 Ridge Drive,
McLean, VA 22101 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan and Security Agreement
dated July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the “Loan Agreement”), among
Paice Corporation, a Delaware corporation and sole member of Grantor (the
“Corporation”), the Lender, Grantor has granted to the Lender a continuing lien and
security interest in certain property and assets of the Corporation, including (without
limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a) all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark Office
and corresponding offices in other countries of the world. The security interest
granted hereby has been granted as further evidence of, and not in limitation of, the
security interest granted to the Lender under the Loan Agreement. The Loan
Agreement (and all rights and remedies of the Lender thereunder) shall remain in
full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.

ND E INTENTIONALL FT BLANK
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IN WITNESS WHEREOYF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

By:

% 7. égjﬁn/rﬁ}//%
Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:
c/o Paice Corporation
6830 Elm Street
McLean, Virginia 22101
Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Andrew Hirsch
as Lender

By:

Ao . Mash

Andrew Hirsch
Address:

906 Ridge Drive,
McLean, VA 22101
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None

PATENT
REEL: 014588 FRAME: 0351



AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 2% day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and David Hirsch, an individual residing at 37 West 12th Street, Apt.
PHC, New York, NY 10011 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain the Loan and Security Agreement
dated March 31, 2004 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the “Loan Agreement”), among
Paice Corporation, a Delaware corporation and sole member of Grantor (the
“Corporation”), the Lender, Grantor has granted to the Lender a continuing lien and
security interest in certain property and assets of the Corporation, including (without
limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt

and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a) all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark Office
and corresponding offices in other countries of the world. The security interest
granted hereby has been granted as further evidence of, and not in limitation of, the
security interest granted to the Lender under the Loan Agreement. The Loan
Agreement (and all rights and remedies of the Lender thereunder) shall remain in
full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

py  Lhw T Seocuirsidg

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

David Hirsch

) LE/&M/M

avj H1rsch
Address:
37 West 12th Street, Apt. PHC
New York, NY 10011

PATENT
REEL: 014588 FRAME: 0355



ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 22 day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Ellen Hirsch, an individual residing at 37 West 12th Street, Apt.
PHC, New York, NY 10011 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain the Loan, Warrant, Purchase &
Security Agreement dated July 22, 2003 (together with all amendments,
supplements and other modifications, heretofore and hereafter made thereto) and the
Loan & Security Agreement dated March 31, 2004 (together with all amendments,
supplements and other modifications, heretofore and hereafter made thereto,
collectively the “Loan Agreements”), among Paice Corporation, a Delaware
corporation and sole member of Grantor (the “Corporation”), the Lender, Grantor has
granted to the Lender a continuing lien and security interest in certain property and

assets of the Corporation, including (without limitation) the Existing Patents (as
defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a) all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark Office
and corresponding offices in other countries of the world. The security interest
granted hereby has been granted as further evidence of, and not in limitation of, the
security interest granted to the Lender under the Loan Agreement. The Loan
Agreement (and all rights and remedies of the Lender thereunder) shall remain in
full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

ny: i T Swﬁ/w»é

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Ellen Hirsch
as Lender

.y 244

Ellen Hirsch

Address:

37 West 12th Street, Apt. PHC
New York, NY 10011
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ATTACHMENT 1 TO

AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 39969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT

(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 28 day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Suzanne Hirsch and Neil Rosenthal, as Tenants by the Entirety,
residing at 1421 Fallswood Drive, Rockville, MD 20854 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain the Loan, Warrant, Purchase and
Security Agreement dated July 22, 2003 (together with all amendments,
supplements and other modifications, heretofore and hereafter made thereto, the
“Loan Agreement”), among Paice Corporation, a Delaware corporation and sole
member of Grantor (the “Corporation”), the Lender, Grantor has granted to the
Lender a continuing lien and security interest in certain property and assets of the
Corporation, including (without limitation) the Existing Patents (as defined below);
and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a) all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in

2-
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark Office
and corresponding offices in other countries of the world. The security interest
granted hereby has been granted as further evidence of, and not in limitation of, the
security interest granted to the Lender under the Loan Agreement. The Loan
Agreement (and all rights and remedies of the Lender thereunder) shall remain in
full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
Instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this

Agreement to be duly executed and delivered by their respective officers thereunto

duly authorized as of the day and year first above written.

PAICE LLC

as Grantor

By:

%?Q&rﬁwﬁé

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Suzanne Hirsch
as Lender

By: %%MM\

Suzanfe Hirsch
Address:

1421 Fallswood Drive
Rockville, MD 20854

Neil Rosenthal
as Lender

By:

Woik Rraotizf

Neil Rosenthal
Address:

1421 Fallswood Drive
Rockville, MD 20854

as Tenants by the Entirety
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT

(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this ;9_2_ day
of April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and George R. Kempton Trust by George R. Kempton, Trustee,
residing at 3991 Gulf Shore Blvd. N. #101, Naples, FL 34103 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that Loan and Security Agreement dated
July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto) and the Loan & Security
Agreement dated March 31, 2004 (together with all amendments, supplements
and other modifications, heretofore and hereafter made thereto, collectively the
“Loan Agreements”), among Paice Corporation, a Delaware corporation and sole
member of Grantor (the “Corporation”), the Lender, Grantor has granted to the
Lender a continuing lien and security interest in certain property and assets of
the Corporation, including (without limitation) the Existing Patents (as defined
below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the
Grantor, the Corporation has transferred and assigned to the Grantor all of its
property and assets (including, without limitation, the Existing Patents) subject
to the existing lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith by and between the Corporation, the Grantor and the Lender, the
Grantor has acknowledged that it has received the Existing Patents subject to the
existing lien and security interest of the Lender, and has granted to the Lender a

security interest in and to (among other things) the Patent Collateral (as defined
below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith, the Grantor is required to execute and deliver this Agreement to
further evidence the grant to the Lender of a continuing lien and security interest
in all of the Patent Collateral to secure all Obligations (as defined in the Loan
Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;
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NOW, THEREFORE, for good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the Grantor agrees, for
the benefit of the Lender, as follows:

Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble
and recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a
lien and continuing security interest in, and pledges and assigns to the Lender,
all of the following property (the “Patent Collateral”’), whether now owned or
hereafter acquired or existing:

(a) all letters patent and applications for letters patent
throughout the world, inciuding all patent applications in
preparation for filing anywhere in the world and including
each patent and patent application referred to in Item A of
Attachment 1 hereto (the patents and patent applications
referred to in Item A of Attachment 1 hereto, collectively, the
“Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement
suits), the right to sue third parties for past, present or future
infringements of any patent or patent application, including
any patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any
patent license, including any patent license referred to in
Item B of Attachment 1 hereto, and all rights corresponding
thereto throughout the world.

The Lender’s security interest shall continually exist until the date
(the “Termination Date”) which is later of (a) the date on which all Obligations
(other than Obligations with respect to the Warrants, if any) have been paid in
full, and (b) the Maturity Date, whether or not all Obligations shall at any time or
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from time to time be reduced to zero. The Grantor shall make notations,
satisfactory to the Lender, on its books and records disclosing the existence of
the Lender’s security interest in the Patent Collateral. The Lender shall have no
liability or duty, either before or after the occurrence of an Event of Default, on
account of loss of or damage to, or to collect or enforce any of its rights against,
the Patent Collateral, or to preserve any rights against account debtors or other
parties with prior interests in the Patent Collateral, the sole duty of the Lender in
this regard being to exercise reasonable care with respect to tangible Patent
Collateral, if any, in its actual possession.

Section 3. Security Agreement. This Agreement has been
executed and delivered by the Grantor for the purpose of registering the security
interest of Lender in the Patent Collateral with the United States Patent and
Trademark Office and corresponding offices in other countries of the world. The
security interest granted hereby has been granted as further evidence of, and not
in limitation of, the security interest granted to the Lender under the Loan
Agreement. The Loan Agreement (and all rights and remedies of the Lender
thereunder) shall remain in full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the
Grantor, without any representations, warranties or recourse of any kind
whatsoever, all instruments and other documents as may be necessary or proper
to release the lien on and security interest in the Patent Collateral which has
been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect
to the security interest in the Patent Collateral granted hereby are more fully set
forth in the Loan Agreement, the terms and provisions of which (including the
remedies provided for therein} are incorporated by reference herein as if fully set
forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless
otherwise expressly indicated herein) be construed, administered and applied in
accordance with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an

original and all of which shall constitute together but one and the same
agreement.
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4-23-204 5:08PM FROM PAICE CORFPORATION 783 288 8474 k.9

IN WITRESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers
thereunto duly authorized as of the day and year first above written.

PAICE LLC
as Graator

By 7/ Séa—é«/m}/,é
Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:
¢/o Paice Corporation
6830 Elm Street
MclLean, Virginia 22101
Fax Number: (703) 288.9474
Attention: Alex J. Severinaky

George R. Kempton Trust
ae Lender

3991 Gulf Shore Blvd. N. #101
Naples, FL. 34103
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents
U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4,
1994,

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers,
granted January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed
March 7, 2003.

World Intellectual Property Organization (WIPO) Patent Cooperation Treaty
(PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/ 15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT

(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this ____day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and William F. Leimkuhler, an individual residing at 43 Salem Straits
Road, Darien, CT 06820 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan and Security Agreement
dated July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the “Loan Agreement”), among
Paice Corporation, a Delaware corporation and sole member of Grantor (the
“Corporation”), the Lender, Grantor has granted to the Lender a continuing lien and
security interest in certain property and assets of the Corporation, including (without
limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a)  all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in

2-
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark Office
and corresponding offices in other countries of the world. The security interest
granted hereby has been granted as further evidence of, and not in limitation of, the
security interest granted to the Lender under the Loan Agreement. The Loan
Agreement (and all rights and remedies of the Lender thereunder) shall remain in
full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.

MAIND FP ENTIONALLY LEFT BLANK
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

By:

O T Sescisby

Name: Alex J. Severinsky 4
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

William F. Leimkuhler,
as Lender

By:

William F. Leimkuhler
Address:

43 Salem Straits Road
Darien, CT 06820
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”}, dated as of this _____
day of April, 2004 between PAICE LLC, a Delaware limited liability company
(the “Grantor”}, and Theodore Louckes, an individual residing at 10398
Appomattox Street, Holly, MI 48442 (“Lender”}.

WITNESSETH:

WHEREAS, pursuant to that Loan and Security Agreement dated
July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the “Loan Agreement”),
among Paice Corporation, a Delaware corporation and sole member of Grantor
{the “Corporation”), the Lender, Grantor has granted to the Lender a continuing
lien and security interest in certain property and assets of the Corporation,
including (without limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the
Grantor, the Corporation has transferred and assigned to the Grantor all of its
property and assets (including, without limitation, the Existing Patents) subject
to the existing lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith by and between the Corporation, the Grantor and the Lender,
the Grantor has acknowledged that it has received the Existing Patents subject
to the existing lien and security interest of the Lender, and has granted to the
Lender a security interest in and to (among other things) the Patent Collateral
(as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith, the Grantor is required to execute and deliver this Agreement to
further evidence the grant to the Lender of a continuing lien and security
interest in all of the Patent Collateral to secure all Obligations (as defined in the
Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution,
delivery and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the Grantor agrees,
for the benefit of the Lender, as follows:

PATENT
REEL: 014588 FRAME: 0378



Apr 27 04 09:14p Lorrie Louckes (248) 328-9210 .3

Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its
preamble and recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the
payment and performance of all of the Obligations, whether or not any
instrument or agreement relating to any Obligation specifically refers to this
Agreement or the security interest created hereunder, the Grantor hereby
grants to the Lender a lien and continuing security interest in, and pledges and
assigns to the Lender, all of the following property (the “Patent Collateral”),
whether now owned or hereafter acquired or existing:

(a)  all letters patent and applications for letters patent
throughout the world, including all patent applications in
preparation for filing anywhere in the world and including
each patent and patent application referred to in Jtem A of
Attachment 1 hereto (the patents and patent applications
referred to in Item A of Attachment 1 hereto, collectively, the
“Existing Patents”);

(b)  all patent licenses, including each patent license referred to
in Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b}; and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement
suits), the right to sue third parties for past, present or
future infringements of any patent or patent application,
including any patent or patent application referred to in
Item A of Attachment 1 hereto, and for breach or
enforcement of any patent license, including any patent
license referred to in Item B of Attachment 1 hereto, and all
rights corresponding thereto throughout the world.

The Lender’s security interest shall continually exist until the date
(the “Termination Date”) which is later of (a) the date on which all Obligations
(other than Obligations with respect to the Warrants, if any) have been paid in
full, and (b) the Maturity Date, whether or not all Obligations shall at any time
or from time to time be reduced to zero. The Grantor shall make notations,
satisfactory to the Lender, on its books and records disclosing the existence of
the Lender’s security interest in the Patent Collateral. The Lender shall have
no liability or duty, either before or after the occurrence of an Event of Default,
on account of loss of or damage to, or to collect or enforce any of its rights
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against, the Patent Collateral, or to preserve any rights against account debtors
or other parties with prior interests in the Patent Collateral, the sole duty of the
Lender in this regard being to exercise reasonable care with respect to tangible
Patent Collateral, if any, in its actual possession.

Section 3. Security Agreement. This Agreement has been
executed and delivered by the Grantor for the purpose of registering the
security interest of Lender in the Patent Collateral with the United States
Patent and Trademark Office and corresponding offices in other countries of
the world. The security interest granted hereby has been granted as further
evidence of, and not in limitation of, the security interest granted to the Lender
under the Loan Agreement. The Loan Agreement (and all rights and remedies
of the Lender thereunder} shall remain in full force and effect in accordance
with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the
Grantor, without any representations, warranties or recourse of any kind
whatsoever, all instruments and other documents as may be necessary or
proper to release the lien on and security interest in the Patent Collateral
which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect
to the security interest in the Patent Collateral granted hereby are more fully
set forth in the Loan Agreement, the terms and provisions of which (including
the remedies provided for therein) are incorporated by reference herein as if
fully set forth herein.

Section 6. Loan Document. This Agrecment is one of the Other
Agreements executed pursuant to the Loan Agreement and shall {unless
otherwise expressly indicated herein} be construed, administered and applied
in accordance with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by
the parties hereto in several counterparts, each of which shall be deemed to be
an original and all of which shall constitute together but one and the same

agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers
thereunto duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

. %77%%4»/2

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c¢/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Theodore Louckes
as Lender

By: / LJ e Z M__

Theodore Louckes
Address:

10398 Appomattox Street
Holly, MI 48442

-4
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4,
1994,

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers,
granted January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed
March 7, 2003.

World Intellectual Property Organization (WIPO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/ 18844 filed September 10, 1999,
published March 23, 2000 {publication # WO 00/ 15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 35003572002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A /2001 /02685

¢ & o 5 0 0 o

Item B. Patent Licenses

Nomne
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this Z_X_ day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Stephen O’Shea, an individual residing at 2-5-40 Hiroo, Shibuya-
ku, Tokyo 150-0012 Japan (the “Lender”).

WITNESSETH:

WHEREAS, pursuant to the Loan, Warrant, Purchase & Security
Agreement dated July 22, 2003 (together with all amendments, supplements and
other modifications, heretofore and hereafter made thereto) and the Loan &
Security Agreement dated March 31, 2004 (together with all amendments,
supplements and other modifications, heretofore and hereafter made thereto)
(hereinafter collectively referred to as “Loan Agreements”), among Paice
Corporation, a Delaware corporation and sole member of Grantor (the
“Corporation”), the Lender, Grantor has granted to the Lender a continuing lien and
security interest in certain property and assets of the Corporation, including
(without limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith by and between the Corporation, the Grantor and the Lender, the
Grantor has acknowledged that it has received the Existing Patents subject to the
existing lien and security interest of the Lender, and has granted to the Lender a
security interest in and to (among other things) the Patent Collateral (as defined
below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith, the Grantor is required to execute and deliver this Agreement to
further evidence the grant to the Lender of a continuing lien and security interest in
all of the Patent Collateral to secure all Obligations (as defined in the Loan
Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;
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NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the
benefit of the Lender, as follows:

Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble
and recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a)  all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b)  all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(¢) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d)  all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any
patent license, including any patent license referred to in Item B
of Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date
(the “Termination Date”) which is later of (a) the date on which all Obligations
(other than Obligations with respect to the Warrants, if any) have been paid in full,
and (b) the Maturity Date, whether or not all Obligations shall at any time or from
time to time be reduced to zero. The Grantor shall make notations, satisfactory to

9-
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the Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in
the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark
Office and corresponding offices in other countries of the world. The security
interest granted hereby has been granted as further evidence of, and not in
limitation of, the security interest granted to the Lender under the Loan Agreement.
The Loan Agreement (and all rights and remedies of the Lender thereunder) shall
remain in full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto

duly authorized as of the day and year first

above written.

PAICE LLC
as Grantor

By:

%I(IW

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Stephen O’Shea

S‘fephgn O’Shea

Address:

2-5-40 Hiroo

Shibuya-ku, Tokyo 150-0012
Japan
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPQO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this lg_ day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Robert S. Oswald, an individual residing at 22957 Shady Knoll

Drive, Bonita Springs, FL. 34135 (“Lender”).
WITNESSETH:

WHEREAS, pursuant to that certain the Loan & Security Agreement
dated July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto) and the Loan & Security
Agreement dated March 31, 2004 (together with all amendments, supplements and
other modifications, heretofore and hereafter made thereto, collectively the “Loan
Agreements”), among Paice Corporation, a Delaware corporation and sole member of
Grantor (the “Corporation”), the Lender, Grantor has granted to the Lender a
continuing lien and security interest in certain property and assets of the
Corporation, including (without limitation) the Existing Patents (as defined below);
and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assets (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lien and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a) all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including each patent and
patent application referred to in Item A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hereto, collectively, the “Existing Patents”);

(b) all patent licenses, inciuding each patent license referred to in

Item B of Attachment 1 hereto;

{c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including lcense royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any patent
license, including any patent license referred to in Item B of
Attachment 1 hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of (a) the date on which all Obligations (other
than Obligations with respect to the Warrants, if any) have been paid in full, and
(b) the Maturity Date, whether or not all Obligations shall at any time or from time
to time be reduced to zero. The Grantor shall make notations, satisfactory to the
Lender, on its books and records disclosing the existence of the Lender’s security
interest in the Patent Collateral. The Lender shall have no liability or duty, either
before or after the occurrence of an Event of Default, on account of loss of or damage
to, or to collect or enforce any of its rights against, the Patent Collateral, or to
preserve any rights against account debtors or other parties with prior interests in

2.
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the Patent Collateral, the sole duty of the Lender in this regard being to exercise
reasonable care with respect to tangible Patent Collateral, if any, in its actual
possession.

Section 3. Security Agreement. This Agreement has been executed
and delivered by the Grantor for the purpose of registering the security interest of
Lender in the Patent Collateral with the United States Patent and Trademark Office
and corresponding offices in other countries of the world. The security interest
granted hereby has been granted as further evidence of, and not in limitation of, the
security interest granted to the Lender under the Loan Agreement. The Loan
Apgreement (and all rights and remedies of the Lender thereunder) shall remain in
full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination

Date, the Lender shall, at the Grantor's expense, execute and deliver to the Grantor,
without any representations, warranties or recourse of any kind whatsoever, all
instruments and other documents as may be necessary or proper to release the lien
on and security interest in the Patent Collateral which has been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect to
the security interest in the Patent Collateral granted hereby are more fully set forth
in the Loan Agreement, the terms and provisions of which (including the remedies
provided for therein) are incorporated by reference herein as if fully set forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless otherwise
expressly indicated herein) be construed, administered and applied in accordance
with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

e T ity

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Robert S. Oswald
as Lender

By:

Robert S. Oswald
Address:

22957 Shady Knoll Drive
Bonita Springs, FL 34135
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ATTACHMENT 1 TO
AGREEMENT (P, NT

Item A. Patents

U.S. Patents Granted:
U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed March 7,
2003.

World Intellectual Property Organization (WIPQO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT

(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this lf_ day
of April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Nelson Schaenen, Jr., an individual residing at 56 Midwood
Terrace, Madison, NJ 07940 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan, Warrant, Purchase &
Security Agreement dated July 22, 2003 (together with all amendments,
supplements and other modifications, heretofore and hereafter made thereto)
and the Loan & Security Agreement dated March 31, 2004 (together with all
amendments, supplements and other modifications, heretofore and hereafter
made thereto, collectively the “Loan Agreements”), among Paice Corporation, a
Delaware corporation and sole member of Grantor (the “Corporation”), the
Lender, Grantor has granted to the Lender a continuing lien and security interest
in certain property and assets of the Corporation, including (without limitation)
the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the
Grantor, the Corporation has transferred and assigned to the Grantor all of its
property and assets (including, without limitation, the Existing Patents) subject
to the existing lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith by and between the Corporation, the Grantor and the Lender, the
Grantor has acknowledged that it has received the Existing Patents subject to the
existing lien and security interest of the Lender, and has granted to the Lender a
security interest in and to (among other things) the Patent Collateral (as defined
below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith, the Grantor is required to execute and deliver this Agreement to
further evidence the grant to the Lender of a continuing lien and security interest
in all of the Patent Collateral to secure all Obligations (as defined in the Loan
Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;
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NOW, THEREFORE, for good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the Grantor agrees, for
the benefit of the Lender, as follows:

Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble
and recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a
lien and continuing security interest in, and pledges and assigns to the Lender,
all of the following property (the “Patent Collateral”), whether now owned or
hereafter acquired or existing:

(a) all letters patent and applications for letters patent
throughout the world, including all patent applications in
preparation for filing anywhere in the world and including
each patent and patent application referred to in Item A of
Attachment 1 hereto (the patents and patent applications
referred to in Item A of Attachment 1 hereto, collectively, the
“Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement
suits), the right to sue third parties for past, present or future
infringements of any patent or patent application, including
any patent or patent application referred to in [tem A of
Attachment 1 hereto, and for breach or enforcement of any
patent license, including any patent license referred to in
Item B of Attachment 1 hereto, and all rights corresponding
thereto throughout the world.

The Lender’s security interest shall continually exist until the date
(the “Termination Date”) which is later of (a) the date on which all Obligations
(other than Obligations with respect to the Warrants, if any) have been paid in
full, and (b) the Maturity Date, whether or not all Obligations shall at any time or

PATENT
REEL: 014588 FRAME: 0394



from time to time be reduced to zero. The Grantor shall make notations,
satisfactory to the Lender, on its books and records disclosing the existence of
the Lender’s security interest in the Patent Collateral. The Lender shall have no
liability or duty, either before or after the occurrence of an Event of Default, on
account of loss of or damage to, or to collect or enforce any of its rights against,
the Patent Collateral, or to preserve any rights against account debtors or other
parties with prior interests in the Patent Collateral, the sole duty of the Lender in
this regard being to exercise reasonable care with respect to tangible Patent
Collateral, if any, in its actual possession.

Section 3. Security Agreement. This Agreement has been
executed and delivered by the Grantor for the purpose of registering the security
interest of Lender in the Patent Collateral with the United States Patent and
Trademark Office and corresponding offices in other countries of the world. The
security interest granted hereby has been granted as further evidence of, and not
in limitation of, the security interest granted to the Lender under the Loan
Agreement. The Loan Agreement (and all rights and remedies of the Lender
thereunder) shall remain in full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the
Grantor, without any representations, warranties or recourse of any kind
whatsoever, all instruments and other documents as may be necessary or proper
to release the lien on and security interest in the Patent Collateral which has
been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect
to the security interest in the Patent Collateral granted hereby are more fully set
forth in the Loan Agreement, the terms and provisions of which (including the
remedies provided for therein) are incorporated by reference herein as if fully set
forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless
otherwise expressly indicated herein) be construed, administered and applied in
accordance with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same
agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers
thereunto duly authorized as of the day and year first above written.

PAICE L1LC
as Grangtor

By:

Pox T. Seyecinrty

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

‘e/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Numbez: (703) 288-9474
Attention: Alex J. Severinsky

Nelson Schaenen, Jr.
as Lender

MS@MSL

Nelson Schaenen, Jr.
Address:

56 Midwoed Terrace
Madison, NJ 07940
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents
U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4,
1994.

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers,
granted January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed
March 7, 2003. '

World Intellectual Property Organization (WIPO) Patent Cooperation Treaty
(PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001 /02685

Item B. Patent Licenses

None
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AGREEMENT

(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 23 day
of April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Alex J. Severinsky, an individual residing at 4707 Foxhall
Cresent, Washington, DC 20007 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan and Security Agreement
dated July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the “Loan Agreement”),
among Paice Corporation, a Delaware corporation and sole member of Grantor
(the “Corporation”), the Lender, Grantor has granted to the Lender a continuing
lien and security interest in certain property and assets of the Corporation,
including (without limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the
Grantor, the Corporation has transferred and assigned to the Grantor all of its
property and assets (including, without limitation, the Existing Patents) subject
to the existing lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith by and between the Corporation, the Grantor and the Lender, the
Grantor has acknowledged that it has received the Existing Patents subject to the
existing lien and security interest of the Lender, and has granted to the Lender a
security interest in and to (among other things) the Patent Collateral (as defined
below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith, the Grantor is required to execute and deliver this Agreement to
further evidence the grant to the Lender of a continuing lien and security interest
in all of the Patent Collateral to secure all Obligations (as defined in the Loan
Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the Grantor agrees, for
the benefit of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble
and recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a
lien and continuing security interest in, and pledges and assigns to the Lender,
all of the following property (the “Patent Collateral”), whether now owned or
hereafter acquired or existing:

(a) all letters patent and applications for letters patent
throughout the world, including all patent applications in
preparation for filing anywhere in the world and including
each patent and patent application referred to in Item A of
Attachment 1 hereto (the patents and patent applications
referred to in Item A of Attachment 1 hereto, collectively, the
“Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement
suits), the right to sue third parties for past, present or future
infringements of any patent or patent application, including
any patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any
patent license, including any patent license referred to in
Item B of Attachment 1 hereto, and all rights corresponding
thereto throughout the world.

The Lender’s security interest shall continually exist until the date
(the “Termination Date”) which is later of (a) the date on which all Obligations
(other than Obligations with respect to the Warrants, if any) have been paid in
full, and (b) the Maturity Date, whether or not all Obligations shall at any time or
from time to time be reduced to zero. The Grantor shall make notations,
satisfactory to the Lender, on its books and records disclosing the existence of
the Lender’s security interest in the Patent Collateral. The Lender shall have no
liability or duty, either before or after the occurrence of an Event of Default, on

-2-
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account of loss of or damage to, or to collect or enforce any of its rights against,
the Patent Collateral, or to preserve any rights against account debtors or other
parties with prior interests in the Patent Collateral, the sole duty of the Lender in
this regard being to exercise reasonable care with respect to tangible Patent
Collateral, if any, in its actual possession.

Section 3. Security Agreement. This Agreement has been
executed and delivered by the Grantor for the purpose of registering the security
interest of Lender in the Patent Collateral with the United States Patent and
Trademark Office and corresponding offices in other countries of the world. The
security interest granted hereby has been granted as further evidence of, and not
in limitation of, the security interest granted to the Lender under the Loan
Agreement. The Loan Agreement (and all rights and remedies of the Lender
thereunder) shall remain in full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the
Grantor, without any representations, warranties or recourse of any kind
whatsoever, all instruments and other documents as may be necessary or proper
to release the lien on and security interest in the Patent Collateral which has
been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect
to the security interest in the Patent Collateral granted hereby are more fully set
forth in the Loan Agreement, the terms and provisions of which (including the
remedies provided for therein) are incorporated by reference herein as if fully set
forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless
otherwise expressly indicated herein) be construed, administered and applied in
accordance with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same
agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers
thereunto duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

o Lo T Soecioiks

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

Alex J. Severinsky
as Lender

By: e T %ﬁ“‘@éﬂ

Alex J. Severinsky
Address:

4707 Foxhall Cresent
Washington, DC 20007
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents
U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4,
1994.

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers,
granted January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed
March 7, 2003.

World Intellectual Property Organization (WIPO) Patent Cooperation Treaty
(PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001 /02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this _a day of
April, 2004 between PAICE LLC, a Delaware limited liability company (the .
“Grantor”), and James Y. Severinsky, an individual residing at 3045 Ocean
Parkway #2Q, Brooklyn, NY 11285 ("Lender”).

WITNESSETH;

WHEREAS, pursuant to that certain Loan and Security Agreement
dated July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the "Loan Agreement”), among
Paice Corporation, a Dolaware corporation and sole member of Grantor (the
“Corporation”), the Lender, Grantor has granted to the Lender a continuing lien and
security interest in certain property and assets of the Corporation, including (without
limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the Grantor,
the Corporation has transferred and assigned to the Grantor all of its property and
assete (including, without limitation, the Existing Patents) subject to the existing
lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreemont of even date
herewith by and between the Corporation, the Grantor and the Lender, the Grantor
has acknowledged that it has received the Existing Patents subject to the existing
lion and security interest of the Lender, and has granted to the Lender a security
interest in and to (among other things) the Patent Collateral (as defined below); and

WHEREAS, pursuant to the terms of the Loan Agreement of eaven date
herewith, the Grantor is required to execute and deliver this Agreement to further
evidence the grant to the Lender of a continuing lien and security interest in all of the
Patent Collateral to secure all Obligations (as defined in the Loan Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Grantor agrees, for the benefit
of the Lender, as follows:
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Section 1. Dafinitions. Unless otherwise definad herein or the
context otherwise requires, terms used in this Agreement, including its preamble and
rocitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or aot any instrument or
agresment relating to any Obligation specifically refers to this Agrsement or the
security interest created hereunder, the Grantor hereby grants to the Lender a lien
and continuing security interest in, and pledges and assigns to the Lender, all of the
following property (the “Patent Collateral”), whether now owned or hereafter
acquired or existing:

(a) all letters patent and applications for letters patent throughout
the world, including all patent applications in preparation for
filing anywhere in the world and including sach pateat and
patent application referred to in Jigm A of Attachment 1 hereto
(the patents and patent applications referred to in Item A of
Attachment 1 hexeto, wollectively, the “Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Ite B of Attachment ] hereto;

{© all reissues, divisione, continuations, continuations-in-part,
extonsions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) =all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement suits),
the right to sue third parties for past, present or future
infringements of any patent or patent application, including any
patsnt or patont application referred to in Jtsm A of
Attechmant 1 heratn. and fnr hreanh nr anfarnement nf anyr patont
licenase, including any pateul licwsiow selvirud W iu Teg B of
Attachment ] hereto, and all rights corresponding thereto
throughout the world.

The Lender’s security interest shall continually exist until the date (the
“Termination Date”) which is later of () the date on which all Obligationa {(other
than Obligations with respect to the Warrantas, if any) have been paid in full, and

(b) the Matunty Date, whether or not all Obligations shall at any time or from time
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RAICYTIIC

as Grantor

By:

%J‘%&m)’é

Nama: Alar J Rewvarinalyr
Titla: Chiof Fxnnutivn Offiane
Address:

o/n Balea fiarporavion

AAAN Wim Srmne

AT e, Wi ginnie 2PADA

Fan Diumbam (703) 088 047¢
Attention: Alex J, Severineky

James Y. Severinsky
ar lendar

S

Jumes Y. Severinsky
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8045 Ocean Parkway #2G
Rronkiyn NY 11235
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Item A, Patenta

U.S. Patents Granted:
U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4, 1994.
U.S. Patent 6,208,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers, granted
January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2008.
U.S. Patent Applications/Provisional Application(s) Pending:

U.8. Patent Application, serial No. 10382577, Hybrid Vehicles, filed March 7,
2008.

World Intellectual Property Organization (WIPQO) Patent Cooperation
Treaty (PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15456)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,348,066
Europe, published, application number 99969064.7
Japan, pending, application number 570016/2000
Japan, pending, application number 350085/2002
Korea, published, application number 10-2001-7008237
Moexico, ponding, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this Z_g_' day
of April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Allen Swenson, an individual residing at 24 Curlew Way,
Novato, CA 94949 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain Loan and Security Agreement
dated July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the “Loan Agreement”),
among Paice Corporation, a Delaware corporation and sole member of Grantor
(the “Corporation”), the Lender, Grantor has granted to the Lender a continuing
lien and security interest in certain property and assets of the Corporation,
including (without limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the
Grantor, the Corporation has transferred and assigned to the Grantor all of its
property and assets (including, without limitation, the Existing Patents) subject
to the existing lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith by and between the Corporation, the Grantor and the Lender, the
Grantor has acknowledged that it has received the Existing Patents subject to the
existing lien and security interest of the Lender, and has granted to the Lender a

security interest in and to (among other things) the Patent Collateral (as defined
below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith, the Grantor is required to execute and deliver this Agreement to
further evidence the grant to the Lender of a continuing lien and security interest

in all of the Patent Collateral to secure all Obligations (as defined in the Loan
Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the

receipt and sufficiency of which are hereby acknowledged, the Grantor agrees, for
the benefit of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble
and recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a
lien and continuing security interest in, and pledges and assigns to the Lender,
all of the following property (the “Patent Collateral”), whether now owned or
hereafter acquired or existing:

(a) all letters patent and applications for letters patent
throughout the world, including all patent applications in
preparation for filing anywhere in the world and including
each patent and patent application referred to in Item A of
Attachment 1 hereto (the patents and patent applications
referred to in Item A of Attachment 1 hereto, collectively, the
“Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement
suits), the right to sue third parties for past, present or future
infringements of any patent or patent application, including
any patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any
patent license, including any patent license referred to in
Item B of Attachment 1 hereto, and all rights corresponding
thereto throughout the world.

The Lender’s security interest shall continually exist until the date
(the “Termination Date”) which is later of (a) the date on which all Obligations
(other than Obligations with respect to the Warrants, if any) have been paid in
full, and (b) the Maturity Date, whether or not all Obligations shall at any time or
from time to time be reduced to zero. The Grantor shall make notations,
satisfactory to the Lender, on its books and records disclosing the existence of
the Lender’s security interest in the Patent Collateral. The Lender shall have no
liability or duty, either before or after the occurrence of an Event of Default, on

-
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account of loss of or damage to, or to collect or enforce any of its rights against,
the Patent Collateral, or to preserve any rights against account debtors or other
parties with prior interests in the Patent Collateral, the sole duty of the Lender in
this regard being to exercise reasonable care with respect to tangible Patent
Collateral, if any, in its actual possession.

Section 3. Security Agreement. This Agreement has been
executed and delivered by the Grantor for the purpose of registering the security
interest of Lender in the Patent Collateral with the United States Patent and
Trademark Office and corresponding offices in other countries of the world. The
security interest granted hereby has been granted as further evidence of, and not
in limitation of, the security interest granted to the Lender under the Loan
Agreement. The Loan Agreement (and all rights and remedies of the Lender
thereunder) shall remain in full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the
Grantor, without any representations, warranties or recourse of any kind
whatsoever, all instruments and other documents as may be necessary or proper
to release the lien on and security interest in the Patent Collateral which has
been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect
to the security interest in the Patent Collateral granted hereby are more fully set
forth in the Loan Agreement, the terms and provisions of which (including the
remedies provided for therein) are incorporated by reference herein as if fully set
forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless
otherwise expressly indicated herein) be construed, administered and applied in
accordance with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same
agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers thereunto
duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

a4, T g&}&w@
Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:
c/o Paice Corporation
6830 Elm Street
McLean, Virginia 22101

Fax Numbex: (703) 288-9474
Attention: Alex J. Severingky

By:

James Y. Severinsky
as Lender

by Q,Z_\

James Y. Severinsky
Address:

3046 Ocean Parkway #2G
Brooklyn, NY 11235
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4,
1994.

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers,
granted January 15, 2002

- U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed
March 7, 2003.

World Intellectual Property Organization (WIPO) Patent Cooperation Treaty
(PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001/02685

Item B. Patent Licenses

None
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 29 day
of April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Robert J. Templin, an individual residing at 605 Robin Dale
Drive, Austin, TX 78734 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that certain the Loan & Security Agreement
dated July 19, 2002 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto) and the Loan & Security
Agreement dated March 31, 2004 (together with all amendments, supplements
and other modifications, heretofore and hereafter made thereto, collectively the
“Loan Agreements”), among Paice Corporation, a Delaware corporation and sole
member of Grantor (the “Corporation”), the Lender, Grantor has granted to the
Lender a continuing lien and security interest in certain property and assets of
the Corporation, including (without limitation) the Existing Patents {(as defined
below); and

WHEREAS, pursuant to a certain Transfer and Assumption _
Agreement of even date herewith by and between the Corporation and the
Grantor, the Corporation has transferred and assigned to the Grantor all of its
property and assets (including, without limitation, the Existing Patents) subject
to the existing lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith by and between the Corporation, the Grantor and the Lender, the
Grantor has acknowledged that it has received the Existing Patents subject to the
existing lien and security interest of the Lender, and has granted to the Lender a
security interest in and to (among other things) the Patent Collateral (as defined
below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith, the Grantor is required to execute and deliver this Agreement to
further evidence the grant to the Lender of a continuing lien and security interest
in all of the Patent Collateral to secure all Obligations (as defined in the Loan
Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

PATENT
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NOW, THEREFORE, for good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the Grantor agrees, for
the benefit of the Lender, as follows:

Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble
and recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a
lien and continuing security interest in, and pledges and assigns to the Lender,
all of the following property (the “Patent Collateral”), whether now owned or
hereafter acquired or existing:

(@) all letters patent and applications for letters patent
throughout the world, including all patent applications in
preparation for filing anywhere in the world and including
each patent and patent application referred to in Item A of
Attachment 1 hereto (the patents and patent applications
referred to in Item A of Attachment 1 hereto, collectively, the
“Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement
suits), the right to sue third parties for past, present or future
infringements of any patent or patent application, including
any patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any
patent license, including any patent license referred to in
Itemn B of Attachment 1 hereto, and all rights corresponding
thereto throughout the world.

The Lender’s security interest shall continually exist until the date
(the “Termination Date”) which is later of (a) the date on which all Obligations
(other than Obligations with respect to the Warrants, if any) have been paid in
full, and (b) the Maturity Date, whether or not all Obligations shall at any time or

-
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from time to time be reduced to zero. The Grantor shall make notations,
satisfactory to the Lender, on its books and records disclosing the existence of
the Lender’s security interest in the Patent Collateral. The Lender shall have no
hability or duty, either before or after the occurrence of an Event of Default, on
account of loss of or damage to, or to collect or enforce any of its rights against,
the Patent Collateral, or to preserve any rights against account debtors or other
parties with prior interests in the Patent Collateral, the sole duty of the Lender in
this regard being to exercise reasonable care with respect to tangible Patent
Collateral, if any, in its actual possession.

Section 3. Security Agreement. This Agreement has been
executed and delivered by the Grantor for the purpose of registering the security
interest of Lender in the Patent Collateral with the United States Patent and
Trademark Office and corresponding offices in other countries of the world. The
security interest granted hereby has been granted as further evidence of, and not
in limitation of, the security interest granted to the Lender under the Loan
Agreement. The Loan Agreement (and all rights and remedies of the Lender
thereunder) shall remain in full force and effect in accordance with its terms.

Section 4. Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the
Grantor, without any representations, warranties or recourse of any kind
whatsoever, all instruments and other documents as may be necessary or proper
to release the lien on and security interest in the Patent Collateral which has
been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect
to the security interest in the Patent Collateral granted hereby are more fully set
forth in the Loan Agreement, the terms and provisions of which (including the

remedies provided for therein) are incorporated by reference herein as if fully set
forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless
otherwise expressly indicated herein) be construed, administered and applied in
accordance with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same
agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers
thereunto duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:

c/o Paice Corporation

6830 Elm Street

McLean, Virginia 22101

Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

By:

Robert J. Templin
as Lender

By: /ﬂw// Wb-—

Robert J. Tc lin
Address:

605 Robin Dale Drive
Austin, TX 78734
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4,
1994.

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers,
granted January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed
March 7, 2003.

World Intellectual Property Organization (WIPO) Patent Cooperation Treaty
(PCT) Applications Pending:

WIPO PCT Application number PCT/US99/18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/ 15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064 .7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A /2001 /02685

Item B. Patent Licenses
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AGREEMENT
(Patent)

THIS AGREEMENT (as amended, supplemented, restated or
otherwise modified from time to time, this “Agreement”), dated as of this 2& day
of April, 2004 between PAICE LLC, a Delaware limited liability company (the
“Grantor”), and Joseph D. Tydings, an individual, ¢/o Dickstein, Shapiro, Morin
& Oshinsky, LLP, 2101 L Street NW, Washington, DC 20037 (“Lender”).

WITNESSETH:

WHEREAS, pursuant to that Loan and Security Agreement dated
March 31, 2004 (together with all amendments, supplements and other
modifications, heretofore and hereafter made thereto, the “Loan Agreement”),
among Paice Corporation, a Delaware corporation and sole member of Grantor
(the “Corporation”), the Lender, Grantor has granted to the Lender a continuing
lien and security interest in certain property and assets of the Corporation,
including (without limitation) the Existing Patents (as defined below); and

WHEREAS, pursuant to a certain Transfer and Assumption
Agreement of even date herewith by and between the Corporation and the
Grantor, the Corporation has transferred and assigned to the Grantor all of its
property and assets (including, without limitation, the Existing Patents) subject
to the existing lien and security interest of the Lender; and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith by and between the Corporation, the Grantor and the Lender, the
Grantor has acknowledged that it has received the Existing Patents subject to the
existing lien and security interest of the Lender, and has granted to the Lender a
security interest in and to (among other things) the Patent Collateral (as defined
below); and

WHEREAS, pursuant to the terms of the Loan Agreement of even
date herewith, the Grantor is required to execute and deliver this Agreement to
further evidence the grant to the Lender of a continuing lien and security interest
in all of the Patent Collateral to secure all Obligations (as defined in the Loan
Agreement); and

WHEREAS, the Grantor has duly authorized the execution, delivery
and performance of this Agreement;

NOW, THEREFORE, for good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the Grantor agrees, for
the benefit of the Lender, as follows:
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Section 1. Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Agreement, including its preamble
and recitals, have the meanings provided in the Loan Agreement.

Section 2. Grant of Security Interest. As security for the payment
and performance of all of the Obligations, whether or not any instrument or
agreement relating to any Obligation specifically refers to this Agreement or the
security interest created hereunder, the Grantor hereby grants to the Lender a
lien and continuing security interest in, and pledges and assigns to the Lender,
all of the following property (the “Patent Collateral”), whether now owned or
hereafter acquired or existing:

(@) all letters patent and applications for letters patent
throughout the world, including all patent applications in
preparation for filing anywhere in the world and including
each patent and patent application referred to in Item A of
Attachment 1 hereto (the patents and patent applications
referred to in Item A of Attachment 1 hereto, collectively, the
“Existing Patents”);

(b) all patent licenses, including each patent license referred to in
Item B of Attachment 1 hereto;

(c) all reissues, divisions, continuations, continuations-in-part,
extensions, renewals and reexaminations of any of the items
described in the foregoing clauses (a) and (b); and

(d) all proceeds of, and rights associated with, the foregoing
(including license royalties and proceeds of infringement
suits), the right to sue third parties for past, present or future
infringements of any patent or patent application, including
any patent or patent application referred to in Item A of
Attachment 1 hereto, and for breach or enforcement of any
patent license, including any patent license referred to in
Item B of Attachment 1 hereto, and all rights corresponding
thereto throughout the world.

The Lender’s security interest shall continually exist until the date
(the “Termination Date”) which is later of (a) the date on which all Obligations
(other than Obligations with respect to the Warrants, if any) have been paid in
full, and (b) the Maturity Date, whether or not all Obligations shall at any time or
from time to time be reduced to zero. The Grantor shall make notations,
satisfactory to the Lender, on its books and records disclosing the existence of
the Lender’s security interest in the Patent Collateral. The Lender shall have no
liability or duty, either before or after the occurrence of an Event of Default, on

2-
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account of loss of or damage to, or to collect or enforce any of its rights against,
the Patent Collateral, or to preserve any rights against account debtors or other
parties with prior interests in the Patent Collateral, the sole duty of the Lender in
this regard being to exercise reasonable care with respect to tangible Patent
Collateral, if any, in its actual possession.

Section 3. Security Agreement. This Agreement has been
executed and delivered by the Grantor for the purpose of registering the security
interest of Lender in the Patent Collateral with the United States Patent and
Trademark Office and corresponding offices in other countries of the world. The
security interest granted hereby has been granted as further evidence of, and not
in limitation of, the security interest granted to the Lender under the Loan
Agreement. The Loan Agreement (and all rights and remedies of the Lender
thereunder) shall remain in full force and effect in accordance with its terms.

Section 4, Release of Security Interest. Upon the Termination
Date, the Lender shall, at the Grantor’s expense, execute and deliver to the
Grantor, without any representations, warranties or recourse of any kind
whatsoever, all instruments and other documents as may be necessary or proper
to release the lien on and security interest in the Patent Collateral which has
been granted hereunder.

Section 5. Acknowledgment. The Grantor does hereby further
acknowledge and affirm that the rights and remedies of the Lender with respect
to the security interest in the Patent Collateral granted hereby are more fully set
forth in the Loan Agreement, the terms and provisions of which (including the
remedies provided for therein) are incorporated by reference herein as if fully set
forth herein.

Section 6. Loan Document. This Agreement is one of the Other
Agreements executed pursuant to the Loan Agreement and shall (unless
otherwise expressly indicated herein) be construed, administered and applied in
accordance with the terms and provisions of the Loan Agreement.

Section 7. Counterparts. This Agreement may be executed by the
parties hereto in several counterparts, each of which shall be deemed to be an
original and all of which shall constitute together but one and the same
agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their respective officers
thereunto duly authorized as of the day and year first above written.

PAICE LLC
as Grantor

Gl T Sescuiviby
Name: Alex J. Severinsky
Title: Chief Executive Officer
Address:
c/o Paice Corporation
6830 Elm Street
McLean, Virginia 22101
Fax Number: (703) 288-9474
Attention: Alex J. Severinsky

By:

Joseph D. Tydings

as Lender
VAN

. ‘%seph D. fyding
ddress:
c/o Dickstein;-8hapiro, Morin &

Oshinsky, LLP
2101 L Street NW
Washington, DC 20037

-4-
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ATTACHMENT 1 TO
AGREEMENT (PATENT)

Item A. Patents

U.S. Patents Granted:

U.S. Patent 5,343,970, Hybrid Electric Vehicle, granted September 4,
1994.

U.S. Patent 6,209,672, Hybrid Vehicle, granted April 3, 2001

U.S. Patent 6,338,391, Hybrid Vehicle Incorporating Turbochargers,
granted January 15, 2002

U.S. Patent 6,554,088, Hybrid Vehicle, granted April 29, 2003.
U.S. Patent Applications/Provisional Application(s) Pending:

U.S. Patent Application, serial No. 10/382577, Hybrid Vehicles, filed
March 7, 2003.

World Intellectual Property Organization (WIPO) Patent Cooperation Treaty
(PCT) Applications Pending:

WIPO PCT Application number PCT/US99/ 18844 filed September 10, 1999,
published March 23, 2000 (publication # WO 00/ 15455)

Brazil, pending, application number P19913684-8
Canada, pending, application number 2,343,056
Europe, published, application number 99969064.7
Japan, pending, application number 570015/2000
Japan, pending, application number 350035/2002
Korea, published, application number 10-2001-7003237
Mexico, pending, application number PA/A/2001 /02685

Item B. Patent Licenses

None
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