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SECURITY AGREEMENT

J lq THIS SECURITY AGREEMENT (this "Security Agreement”), dated as of
U 2003 is made by Efoora Inc., a Delaware corporation (the "Company"), in favor of
L] Che UM ST Tic. (the * Lender”).

RECITALS:

.y . o induce the Lender to loan to the Company the aggregate amount of

AE opied) "“"-‘Q’gaq and 00/100 Dollars ($/50,800 ) evidenced by that certain Secured
Convertible Promissory Note dated the date hereof (the "Note"), the Company has agreed to
grant a security interest in favor of the Lender in certain of its assets.

NOW, THEREFORE, in consideration of the foregoing, and for the covenants and
agreements contained herein, the parties hereto agree as follows:

1. Grant of Security Interest. The Company hereby grants to the Lender a
continuing first priority security interest in the Primos patent (the "Primos Patent") of the
Company and a junior security interest in all other assets (the "Other Assets" and, together with
the Primos Patent, the "Collateral") of the Company. The Others Assets are subject to a first
priority security interest in favor of Fifth Third Bank pursuant to an agreement entered into prior
to the date of this Security Agreement relating to the extension of credit in the amount of
$500,000. The junior position of Holder in the Other Assets are not pari passu with any other
person.

2. Secured Qbligations. The security interest granted under this Security Agreement
is to secure the prompt payment to the Lender of (i) the sums due under the Note, including
interest and charges according to the terms of the Note and any extensions, renewals,
modifications or replacements thereof, (ii) the performance of all covenants, conditions and
agreements contained in the Security Agreement and the Note and (iii) to the extent not
prohibited by law, costs and expenses of collection or enforcement, including reasonable
attorney's fees ((i), (i), and (iii} collectively referred to herein as the "Obligations"). If the
Obligations are paid according to their terms, and all other payments are made and all other
terms, conditions, covenants and agreements contained in this Security Agreement are satisfied,
then this Security Agreement and the security interests created hereby shall terminate and be of
no further force and effect.

3. Representations and Warranties. As further inducement to the Lender to make the
loan evidenced by the Note, the Company represents and warrants to the Lender as follows:

(a)  The Company has full right, power and authority to enter into this Agreement, to
execute and deliver the Note, to grant the security interest in the Collateral and to perform each
and all of the matters and things provided for in this Agreement. The execution and delivery of
this Agreement and the Note, and the observance and performance of any of the matters and
things herein or therein set forth, has been duly authorized and approved by all necessary action
of the Company, will not violate or coniravene any provision of any existing law, rule or
regulation of any governmental agency or authority, any order or decision of any court or any
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term of the articles of incorporation or by-laws of the Company, or any indenture, loan
agreement or other agreement of or affecting the Company.

(b)  There are no liens, security interests, claims or charges on the Collateral, and
there are no financing statements covering any of the Collateral on file in any public office other
than the first priority security interest in the Other Assets in favor of Fifth Third Bank pursuant
to an agreement entered into prior to the date of this Security Agreement relating to the extension
of credit in the amount of $500,000. The junior position of Holder in the Other Assets are not
pari passu with any other person.

(c)  The Company has no indebtedness or liabilities that are past due or in default, nor
has any act or omission occurred which, with the giving of notice or the passage of time, would
constitute a default with respect to such liabilities and indebtedness. The Company has assets
which exceed its liabilities and is paying its obligations generally as they become due.

4. Company Covenants. From and after the date hereof and for so long as any
amount remains unpaid on the Note, except to the extent compliance mn any case or cases is
waived in writing by the Lender, the Company hereby covenants and agrees with the Lender as
follows:

(a)  The Lender shall at all reasonable times have full access to, and the right to audit,
check, inspect and make abstracts and copies from the Company's books, records, files and
audits.

(b)  The Company will at any time and from time to time upon request of the Lender
take or cause to be taken any action and execute, acknowledge, deliver or record any furiliér
documents, opinions, security agreements or other instruments which the Lender in its
reasonable discretion deems necessary or appropriate to carry out the purposes of this Agreement
and to preserve, protect and perfect the security intended to be created and preserved in the
Collateral and to establish, preserve and protect the security interest of the Lender in and to the
Collateral including, but not limited to, filing a UCC-1.

5. Default; Acceleration; Remedies. Any one of the following shall constitute a
default hereunder (an "Event of Default"):

(8  The Company fails to make a principal or other payment when the Lender makes
demand for payment;

(b)  The Company fails to timely perform or observe any term, covenant or agreement
contained in this Agreement or the Note and the Company fails to cure such default within
twenty (20) days of written notice of such default;

(c)  The Company suspends the operation of its business;

(d)  The Company becomes insolvent or the subject of state insolvency proceedings,
fails generally to pay its debts as they become due or makes an assignment for the benefit of
creditors; or a receiver, trustee, custodian or other similar official is appointed for, or takes
possession of any substantial part of the property of the Company and such proceeding or
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recelver, trustee, custodian or other similar official is not dismissed within sixty (60) days from
the date of the filing or appointment or the assignment is not voided within such period; and

~ (¢)  The Company takes corporate action to authorize the Company to become the
subject of proceedings under the United States Bankruptcy Code; or the execution by the
Company of a petition to become a debtor under the United States Bankruptcy Code; or the filing
of any involuntary petition against the Company under the United States Bankruptcy Code which
remains undismissed for a period of sixty (60) days; or the entry of an order for relief under the
United States Bankruptcy Code against the Company.

The Lender shall have the option to accelerate the Obligations upon an Event of Default
by giving written notice to the Company. In the event the Lender elects to accelerate, the unpaid
principal and other amounts owed on the Obligations, together with all sums paid by the Lender
as authorized or required under this Security Agreement or other evidence of the Obligations,
shall become immediately due and payable. The Lender may exercise from time to time during
the continuance of an Event of Default any rights and remedies available to it under applicable
law. Any notification of and intended disposition of any of the Collateral required by law shall
be deemed reasonable if properly given at least twenty (20) days before such disposition. Any
proceeds of any disposition by the Lender of the Collateral may be applied by the Lender and
any balance of such proceeds may be applied by the Lender toward the payment of the
Obligations.

The Company hereby constitutes and appoints the Lender as its true and lawful attorney,
irrevocably, with full power, which power shall become effective upon an Event of Default and
shall continue only during the continuance of an Event of Default, to perform the Company's
duties herein or cause them to be performed, to act, require, demand, record, compound and give
acquittance for any and all monies and claims for monies due or to become due to the Company ™
under or arising out of the Collateral, to endorse checks or other instruments or orders in
connection therewith and to file any claims or take any action or institute any proceedings which
the Lender may deem to be necessary or advisable in the premises. This appointment as attorney
1s coupled with an interest.

6. Waiver. The Lender may waive any default without waiving any other
subsequent or prior default by the Company. All waivers must be in writing.

7. Expenses. To the extent not prohibited by law, the Company shall pay all
reasonable costs and expenses, including without limitation, attorneys' fees and expenses,
incurred by the Lender in collecting on the Note or enforcing its rights under this Security
Agreement.

8. Severability. Invalidity or unenforceability of any provision of this Security
Agreement shall not affect the validity or enforceability of any other provision.

9. Successors and Assigns. This Security Agreement benefits the Lender, his
successors and assigns and binds the Company and its successors and assigns.

10.  Choice of Law. This Security Agreement shail be construed in accordance with
the internal laws of the State of Hllinois without regard to principles of choice of law.
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11.  Modification; Waiver. This Security Agreement may be modified only in writing
executed by the parties. Forbearance or any protective act by the Lender shall not be a waiver.

The Company waives, to the extent permissible, all laws or practices relating to moratorium,
appraisement, marshaling, homestead, dower and the like.

12. Recitals. The recitals set forth above are hereby incorporated in and made a part
of this Security Agreement by this reference.

IN WITNESS WHEREOF, this Security Agreement has been duly executed on the day

and the year first above written.
EFOORA ANC. Q @
By: { C{,Z <

Title: C.e, O/, [/

LENDER: U/ea,ery[m &fn‘m /9% [,’,
A ] - |
by: f/nm/\/mpr[@m
852862 1 Ty ﬂm,{/ &,;‘L’
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MODIFICATION OF SECURITY AGREEMENT

i THIS MODIFICATION OF SECURITY AGREEMENT (this “Madification®), dated the
3\\ Sk day of May, 2004 10 be made cffostive as of July 24, 2003, is made by and hetwean EFOORA
INC., 8 Declaware corporation (the “Company'), WELLINGTION CAPITAL MANAGEMENT,
INC., an [Llinois coporatian “Lender”™) and VIROTEK, L.L.C., an Minois limited Hability company
(“Virotek™).

RECITALS

A The Company and Lender entered into a Security Agreement dated as of July 24, 2003
(the “Security Agreement™) whereby the Company granted to Lender & first priority security interest in
the Primos patents of the Company and a security interest in all of jts other assets junior only to a
security iuterest in favor of Fifth Third Bank.

B. Puxsuant to Pacagraph 4(b) of the Security Agreement, the Company agreed to take any
action to executs, acknowledge, deliver and record the documents pecessary to carry out the puIposes
of the Secutity Agreement 1 preserve, protect and perfect the security interests intended to be croated.

C. The Prirnos patents in which Lender was to receive a first priority socurity interest are
the United States Patent No. US 6,572,745 B2 issued June 3, 2003 and US 6,576,102 B1 issuad June
10, 2003 (together, the “Primos Patent™). -

D. The Primos Patent is owned by Virotek which is o subsidiary of the Company which
owns cighty percent (80%) of the outstanding membership interest of Virotek.

E. Virotek directly or indireetty benefited from the loan from Lender to the Coripany.

F. The Company, Lender and Viroick aro antering inte this Modification to make Virotek
a party of the Security Agreeruent in order to effectively pledge and secure the security interest in the
Primos Pstent granted to Lender and to provide a more detailed description of the other asgats pledged
to Lender,

NOW, THEREFORE, in vonsidvralion of the foregoing, and for the covenants and
agreements contained herein and other good and vatusble consideration the receipt and sufficiency of
which is bereby acknowlaedgerd, fhe parties hereto agres as follows:

1. The Security Agreement is hereby amended by making Virotek a paty thereto,

2. Parzgraph 1 of the Security Agreement is hereby amended to add the following:
“Virotek hereby grants to Lender a continuing first priority secutity interest in the

Primos Pateant including, without Jimitation, the inventions and improvemnents described and

claimed thergin, and the reissues, divisions, continuations, renewals, extensions g

continuationg-le-part of any of the faregning, and all incmme, proceads, royalties, damages and
payments now or hareafter duc and/or payable under or with respect 1o aay of the foregoing

2AGE4.4 ONIRB1-33540
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including, withont limitation, damsgee and payments for the pust, pressmt and future
infringenents of any of the foregoing amd the right to gus for the past, present and future
{infringementa of any of the foregoing, Virotek agrees to execute and dsliver o Lender a patent
security agreemettt of the Primos Patent in a form recordsble with the United States Patent

Office.”

3. Paragraph 1 of the Security Agreement is hereby revised to provide that the “Other
Asaeta” are defined 25 follows:

“The Other Agaets shall mesn all assets and personal property of the Company now owned and
hereafter acquired including all “invemtory”, “equipment™, “fixtuses”, “accomnts”™, “chatte] paper”,
“documenis”, “farm products”, “general intangibles”, “investment property”, “goods", “inshmments”,
“deposit accounts”, “letter of credit vights”, “payment intangibles”", “supporting obligations”,
“goftwere”, and all remts, issues, profits and “proceeds” and produsts of the foregoing wherever
located. All descriptions in quetes shall have the meaning given in the Uniform Commercial Code of
the State of Illinois.”

4, The following Paragraph 3{d) is herehy added to the Security Agreement:

“3(d) Virotek has full right, power and authority to enter into this Modification, to
prant the security interest in the Primos Patent and to pexform each and all of the matiers and
things provided for in this Modification and in the Secwity Agreement. The execution and
delivery of this Modiflcatlon and the Sectuity Agreement, angd the obaervence and porformance
of any of the matters and things herein or therein set forth has been duly anthorized and
appraved by all necessary action of Virotek, will not violate or contravene any existing law,
mule or regulation of any governmental agenoy or authority, any oxrder decision of any term of
the articles of organization or operating agresment of Virotek, or any indenture, loan agreement
or other agreement of or affecting Virotek. Except with respect to the financing statement
described in Exhibit “B” which are to be released pursuant to Paragranh 5 of this Modification,
there arc no liens, security interest, claims or charges on the Primos Patent, and thers are rio
financing statements or collateral assignments covering the Primos Patent on file in any public
office

5. The Company hereby notifies Lender that the financing statements listed on BExhibit
“A” hereto are on fils with the Illinois Secretary of Stzie. The Company ackmowledges that Lender
reserves all of its rights and remedies against the Company with respect to any prior representations
regarding the priazity of the lien intersst pranted to Lender, The Company and Virotek have alse
informed Eender of the existence of the financing statements listed on Exhibit “B” attached hereto.
The Company and Virotek have informed Lender that such filings wers filed in error and are
inappropriate and hereby agree to tuke whatever action is reasonably necessary to have such finapcing
statements released within five (5) days of the date hereof and to diligently pursue obtaining such
releases if they are not reasonably obtainable within such flve (5) day pedod. The Company aml
Viotek agree to provide Lender with a copy of such releases upon teceipt. The Company and Virotek
ucknowladge that Lander racerves all of its rightr and remadien against the Company sud Virotek
which in any way relate to such financing statements.

2065744 04983333540 2
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8. Lender acknowlodges that the Compmmy and Virotek have informed Lender that they
beXiovs that despite the representations neade in Pamgraph 3(b) of the Secunity Agreement, the parties
smter=d funto the Secarity Agreement with the knowledge that other similurly situated lenders which
made loans at approximately the same time as Lender were being granted identical security intetests.
Virotek, the Company and Lender reserve all of the respestive rights and remedies against each other
with respect to this claim. In additica, Lendsr aproes to oxeonds such documents as ars neceesary to
reaconably acknowledge thet the security agreements granted to Lender are pari pagsu with the security
interests granted mush similady sitnated lender in commection with the sale of semior secured convertible
notes between July 1, 2003 and September 30, 2003 provided the aggrogate of all such interests,
inchading Lender’s, do not exceed $1,000,000.00,

7. Paragraph 4 of the Security Agreement is heteby amended fo provide that all covenants
of the Company contained thersin ehall apply equally to Virotek.

8. The provisions of subparagraphs 5(b), (), (d) and (€) of the Security Agreement are
hereby amended to apply equally to Viretek.

9. The Clompany hereby agrees 1o pay all reasonable costs and expenses incurred by
Lender in connection with the prepamation of this Modification and the filing of financing statements
and the filing of a security agreement with the United Statea Patent Office,

10.  The Recitals set forth above are herchy incorporsted in and made a part of this
Madification, ’ :

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK,
SIGNATURE PAGE FOLLOWS)

AMIETRA DRFBRI-3I540 3
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IN WITNESS WHEREOF, the partiss bereto have executed this Modlﬁcation of Seom'ity
Agreement to be cffcctive as of the date and year first above written.

LENDER:
WELLINGTOXN CAPITAL MANAGEMENT, an

_Illinois ration
By %@Ay
Title: O vaw o

By:
Title:

246674.4 045893-33540 . 4
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