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Fotin PTO-1595 RECORDATION FORM COVER SHEET us, DEPARTMENE $F CDMMES:I.GE
(Rev. 10/402) L5, Patent and Trademark Offica
OMB Mo, 0851-0027 (exp, 6/30/2005) PATE NTS o N L'Y
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To the Honarable Commissioner of Patents and Trademarks: Please racord the attached ariginal documents ar copy thereof,
1. Name of conveying party(ies): 2. Name and address of receivina partv(ies)
Michael Merkel Name: Merkel Composite Technologies

Intarnal Address:

Additions| namas) of conveying partyfies) attached ] Yes[¥|No

3. Nature of conveyance:

] Assignment [ IMerger |
Street Address: 1620 North 48th Street
[¥] Security Agreement [C]change of Name
Suite 106
[] other
Gity:_Phoenix State: AL ____zip; 85008
Execution Pate: 03/19/2004 Additional name(s) & address(es) attachad? [:]1 Yas Mo

4, Application number(s) or patent numbar(s):
If this document 1s being filed together with a new application, the execution date of the applicationis:_____.__.

A, Patent Application No.(s) B. Patent No.(3)
6,117.376
Addlitional numbers attached? []Yes [¥]Na
5. Name and address of party to whom correspondence | 8. Total number of applications and patents involved: 1
concerning decurmnent should be mailed: —
Names: Ray K. Harris 7. Total fee (37 CFR 3.41).......co.... 540
] Enclosed

internal Address:

Iz' Authorized to ba charged to deposit accaunt

8. Deposit account number:

Stroat Address.Fennm'Dm Craig, P.C.

3003 North Central Ave., Suite 2600
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City: Phoenix State: Arizona Zip: 85012 (Attach duplicate eopy of this page if payiry by deposit aceount)

DO NOT USE'THIS SPAGE

9, Statement and signature.

To the best of my knowledge and belief, the fore frmation is ffue and correct and any attached copy
is a true copy of the original document.

Ray K. Harris S K Ol 5/ ‘{/f’f’/

Name of Person Signing Signature Date

Total nutnber of pages including cover sheat, attachments, and documents: L2y

Mall dactmants ta ke recorded with reguired cover shaat Information to:
Commizzioner of Patents & Tradamarks, Box Assignmaents
Washington, 0., 20231
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PATENT SECURITY AGREEMENT P

f (o
This Patent Security Agreement {(this “Agteement”), dated as of %umy ,i_'f. 2004, }s
made by and between Merkel Composiie Technologies, an Axizona corporation (“Debtor™) in
favor of Michael Merkel (“Inventor™).

RECITALS

WHEREAS, Debtor has agreed to purchase from Ioventor UN8, Patent No. 6,117,376
entitled “Method of making foam filled composite products™ issued September 12, 2000 (the
“376 Patent).

WHEREAS, Debtor is obligated 10 make certain deferred payments 1o Toventor, Debtor
has agreed to execute and deliver this Agreement for filing with the PTO (as defined below) and
with any other relevant recording systexns in any jurisdiction, and as further evidence of and 1o
effectuate Tnventor's security interests in the ‘376 Patent.

AGREEMENT

NOW, THEREFORE, for valuable consideration, the receipt and adequacy of which is
hereby acknowledged, Debtor hereby agrees in favor of the Inventor, as follows:

1. Definitions; Interpretation.

{a) Certain Defined Terms. As used in this Agreement, the following texmns
shall have the following meanings:

“Taventor” shall have the meaning ascribed o such term in the preamble to this
Agreement.

“Bankraptey Code” mesans the United States Bankmptey Code (11 US.C. §101 et
seq.), as amended, and any successor statute.

“Debtor” shall have the meaning ascribed o such term in the preamble to this

Agreement.

“Event of Default” means any Event of Defauit under the Purchase and Sale
Agresment.

«1376 Patent” has the meaning ascribed to such texm in the preamble to this
Agieament.

“Proceeds” means whaiever is receivable or received from ot vpon the sale, lease,
license, collection, use, exchange or other disposition, whether voluntary or involuntary, of the
376 Patent, including “proceeds” as such term is defined in the UCC, and all proceeds of
proceeds. Proceeds shall include (i) any and all accounts, charel paper, instruroents, general
intangibles, cash and other proceeds, payable (o or for the account of Debtor, from time o tims
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with respect to the 376 Patent, (ii) apy and all proceeds of any insurance, -indmmty. wammt:y or
guaranty payable to or for the account of Debtor from time to time with respect ta the ‘376
Patens, (iii) any and all ciaims and payments (in 20y form whatsoever) made or due and paya?blc
to Debtor from time to time in connection with any requisition, copfiscation, condemnation,
seizure or fodeiture of the ‘376 Patent by any Person acting under color of gmrcmmantfal
authordty, and (Gv) any and all oiher amounts from time to dme paid or payable unde.r.or in
connection with the *376 Patent or for or on aceownt of any damage or injury to or conversion of
the *376 Patent by any Person.

“Purchase and Sale Asteement” means the Agreement batwean Debtor and
Inventor dated on even date herewith regarding sale of the “376 Patent ta Debtor,

“pPT(y” means the Upited States Patent and Trademark Office and any Successor
thereto.

“Samyred Obligations™ shall mean all labilities, obligations, or undertakings
owing by Debtor of any kind or description arising out of or outstanding under, advanced or
igeued pursuanmt to, or evidenced by the Purchase and Sale Agreement or this Agreement,
irrespective of whether for the payment of money, whether direct or indirect, absolute or
contingent, due or io become dwe, voluntary or involuntary, whether now existing or hercafier
arising, and including all interest {inclucing interest that accrues after the filing of a case under
the Bankruptey Code) and any and all costs, fees (including attorneys feeq), and expenses which
Debtor is required to pay pursuant to any of the forepoing, by law, or otherwise.

“TIOC™ means the Uniform Comuereial Code as in effect from time to time in the
Stare of New York.

“United States” and “11.5.” each mean the United Siates of America.

(b) Tewxae Defined in UCC. Where applicable and cxcept as otherwise

defined herein, terms used in this Agraement shall have the meanings ascribed to them in the
UCC.

{c) Interpratation. In this Agreement, except w the extent the coptext
otherwise requires:

) Any refarence to a Section or a Schedule is a reference o 2 seCtion
hereof, or a schedule herato, respectively, and to a snhsection or 2 clause is, unless
otherwise stated, a reference o a subsection or & clause of the section or subsection in
which the reference appears.

@)  The words “hereof,” “herein,” “hereto,” “hereunder” and the ke
meen and refer to this Agreemnent a8 2 whole and not merely to the specific section,
subsection, paragraph or clause in which. the raspective word appears.

(i) The meaning of defined terms shall be equally applicable to both
the singular and plural forms of the terrns defined.
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(iv) The words “inchiding.” “includes” and “include” shall be deemed
to be followed by the words “without limitation.”

) References to agreements and othex cnntrac:m.al ingtrurnents shall
be deemed to include all subsequent amencdments and othex medifications thereto.

(vi) References to statuies of regulations are to be conmrqad as
inchiding all statutory and repulatory provisions consolidating, amending or replacing the
gtatute or regulation referred to.

(vii) Capitalized words not otherwise defined herein shall have the
respective meanings assigned to them in the Finaneing Agteement.

(viii) Ay captions and headings are for convenience of reference only
and shall not affect the construetion of this Agreement.

(ix) In the event of a direct conflict between the terms and provisions
of this Agreement and the Purchase and Sale Agreement, it is the intention of the parties
hereto that such documents shall be read together and constmed, o the fullest extent
possgible, 1o be in conecem with pach other. In the eveni of any actual, irreconcilable
conflict between this Agresment and the Financing Agreement that cannot be resolved as

afpresaid, the terms and provisions of the Purchase and Sale Agreement shall wontrol and
govern.

2. Secnrity Interest.

(2) Assignment and Grant of Security ip Regoect of the Secured Dbligations.

As security for the prompt payment, and performance of the Secored Obligations, Debtor hersby
grants, assigns, mwansfers, and conveys to the Collateral Agent, for the benefit of the Lender

Group, conrinning security interests in all of Debtor’s right, title and interest in, to and under the
'376 Patent, including :

(i) all reissues, divisions, continnations, renewals, extensions and
confipuations-in-part thereof and the inventions disclosed therein, and all rights
corresponding thereto thronghout the world:

(ii) all claimns, causes of action and rights to sue for past, present and
future infringament or unconsented use the ‘376 Patent and all rights arising therefrom
and pertaining thereto;

(i)  all general intangibles (as defined in the UUCC) and all intangible
intailecnual ar other similar property of Debtor of any kind or pature, whether now owned

or hereafter acquired or developed, associated with or arising ont of the *376 Patent and
not otherwise deseribed above; and

(iv)  all products and Proceeds of any and all of the foregoing.

THE/RFLARRIS/ 1 S85315.0/10568,001
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() Continuing Security Interests. Debtor hereby apgress that this Agr?ement shall
create continiing security interests in the Collateral which shail remain in effect antil terminated
in accordance with this Agrecroent.

. Futher A ances: Appointment as Atorne: -ip-Fact, Debtor at its expense shail
exeente and deliver, or canse to be executed and delivered, 1o the Taventor any and all documents
and instaments, in form and substance repsonably satisfactory to the Inventar, in his reasonable
discretion, and iake any and all action, which the Toventor may reasonably request from time to
time, to perfect and continue perfected, maintain the priority of or provide poticc of the security
interests in the *376 Patent and to accomplish the purposes of this Agreement. If Debtor refnses
to execute and deliver, or fails timely to execute and deliver, any of the documents requested i
accopdance with the foregoing, the Invenior shall bave the right, in the name of Debtor, without
notice 1o or assent by Debtor, and Debtor bersby irraveesbly constitutes and appoints inventor
(and any of ¥nventor's officers or employees o agenss designated by Inventor} as Debtor’s troe
and lawfnl attormey-in-faet with full power and anthority, (i) to sign the name of Debtor on all or
any of such documents or instrurnents, and perform all other acts, that Jnventor fleerns necesiary
or advisable in order to perfect or continue perfected, maintain the priority or enforceability of or
provide notice of the security jnterests in the *376 Patent, and (ii) to executs any and all other
documents and instrnents, and to perform any and all acts and things for and on behalf of
Debtor, which Inventor may deem necessary or advisable 1o meinrain, preserve and protect the
376 Patent end to accomplish the purposes of this Agreement, including (A) upon the
ocenrrence and during the continuance of any Event of Defanlt, to defend, settle, adjust or
institute any action, suit or proceeding with respect to the ‘376 Patent, (B) upon the oceurrence
and during the continmance of any Event of Default, to assert or refain any rights under any
license agreement for any of the 376 Patent, including any rights of Debtor arising under
Section 363(n) of the Bapkmptcy Code, and (C) npon the occurrence and duing the continuance
of any Event of Defanlt, to execute any and all applications, documents, papers and insmaments
for Inventor to use the “376 Patent, to grant or issue any exelnsive or non-exclusive license with
tespect to the <376 Patent, and to assign, convey ox otherwise transfer title in or dispose of the
‘376 Patent. The power of attorney set forth in this Section 3, being coupled with an interest, is
jrrevocable so long as this Agreerment shail not have terminated in accordance with its torms.

. Debtor represents and warrants to Inventor as

(=) Validity, To Debtor’s knowledge, the 376 Patent is subsisting and has
not been adjudged invalid or unenforceable, in whole or in patt, al! maintenance fees required to
be paid on account of the “376 Patent has been paid for maintaining the *376 Patent in force, and,
1o Debtor's knowledge, the 376 Patent is valid and enforceable.

{b) Tifde, (i) Debtor has rights in and good and defensible title to the ‘376
Patent, (if) Debtor is the sole and exclusive owner thereof, free and clear of any Liens (other than
interest created heraunder).

() No Infringement. To Debtor’s knowledge, (1) no material infiingement 61
nnauthorized use presently is being made of any of the 376 Patent by any Person, and (i) the

ith
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past, present and contemplated future use of the <376 Patent by Debtor has not, does not and will
pot infrings npon or violate any right or privilege of any other Pearson,

(&) Powers. Debtor has the vagualified right, power am:_l apthority 1o pledge
amd to grant o Inventor a secnrity interest in the “376 Patent pursnant 1o this AgrEfeme:nt, and to
execute, deliver and perfonm its obligations in accordance with the terms of this Agreement,
without the consent or approval of any other Parson except as already obtained.

5. Covenants. Debtor covenants that so long aa this Agreement shall be in effect,
Debtor shall:

(2) comply with all of the covenants, {erms and provisions of this Agreement,
the Purchase and Sale Aprecment to which Debtor is a party;

h on a continuing basis, make, execute, acknowledge and deliver, and file
and record in the proper filing and recording places, all such instmments and documents,
including appropriate finaucing and continuation statements and secuticty agreements, and take
all sueh actiom as may be necessary or may be requested by Inventor , in ite discretion, to carry
ont the intent and purposes of this Agreement, or for asguring, confirming or protecting the grant
or perfection of the security interests granted or prporiad to be granted hereby, to ensure
Debtor’s complisnce with this Agreement or o enable Tuventor o exercice and enforce its rights
and remedies hersunder with respect to the ‘376 Patent.

) comply, in all material respects, with all applicable statuzory and
regmlatory requirements iv connection with the +376 Patent and do all other acts and 1ake all
other measures which, in Debtor’s reasonable business judgment, may be necessary to preserve,
protect and maintain the “376 Patent and all of Debtor’s rights therein; and

{(d) comply with each of the terms and provisions of this Agreement snd the
Purchase and Sale Agreerment.

&. Byents of Defanlt. The occumrence of any “Event of Defanlt” under the Purchase
and Sale Agreement shall constituta an Event of Diefanit herennder.

7. Remedies. Upon the occurrence and during the continuance of an Bvent of
Default, the Inventor shall have al] righta and remedics available to it under applicable law
{which rights and remedies are cumulstive) with respect to the security interests in the 376
Patant or any other Collateral. Debtor agrees that such righis and remedies include the right of
Inventor as A secured party to sell or otherwise dispose of its Collateral after default, pursuant to
UCC. Debtor agrees that Inventor shall at sll times have such royalty free licenses, ta the extent
permitted by law, as may be reasonably necessary to permit the exercise of any of Inventor’s
rights or remedies vpon or after the occurrence and during the continuation of an Eveat of
Default with raspect to (among other things) any tangible asset of Debtor in which Inventor has a
security interest. In addition to and without limiting any of the feregoing, upon the oconrrence
and during the contirmance of an Bvent of Defanlt, Iaventor shail have the xight but shall in no
way be obligated to bring suit, or to sake such other action as Inventor deems necesgaty or
advisable, in the name of Debtor or Inventor, to enforce or protect any of the Collateral, in which
event Debtor shall, at the request of Inventor, do any and all lawful acts and execute any and all
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documents required by Inventor in aid of such enforgement. To the extent that Inventor shall
elect mot to bring suit to enforee the 376 Patent, in the exercisc of its reasonable business
judgment, Debtor agrees to useé 4l ressonable measures and its diligent efforts, whether by
action, suit, proceeding or otherwise, 10 prevent the Inflingement, misappropriation or violation
thereof by others and for that purpose agrees diligently to maintain any action, suit or proceeding
against any Person necessaiy to prevent such infringement, misappropriation or violation.

A, Binding Effect. This Agreement shall be binding upon, inure te the benefit of and
be enforcezble by Debtor and Inventor and their respective snccessors and assigns.

0. Noticea, All notices and other sommunications hereunder shall be in writing and
chall be mailed, sent or deliversed in accordance with the Purchase and Sale Agreement.

10, Cioverning Law, This Agreement shall be governed by, and construed and
enforced in accordance with, the laws of the State of Arzona, except 10 the extent that the
validity or perfection of the security interests hersunder in respect of the 376 Patent are
govemed by federal law. :

11. Entire Agreement; Amendment. This Agreement contains the entire agreement of
the parties with respect to the smbject matter hereof snd supersedes all prior drafts and
communications relating to such subject marter. Neither this Agreement nor any provision
hereof may be modified, amended or waived except by the writien agreement of the parties to
this Agresment.

12.  Tegmination. Upon the indefeasible payment in full in cash of the Secored
Obligations this Agreement and the sccurity iaterests granted herevnder shall tsrminate and
Inventor shall execute and deliver such documents and instruments and take such further action
reasonably requested by Debior and at Debtor’s expense as shall be necessary to evidence
termination of the security interests granted by Debtor to Inventor hereunder.

[Signature page follows]

uh
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IN WITNESS WHEREOF, the perties hereto have duly executed this

Agreement, as of the date first above written.

MERKEL COMFOSITE TECHNOLOGIES,

il

B-1
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