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SECURITY AGREEMENT

This Securtty Agreement {“Security Agreement”), effective August 15, 2003, is between
FILESYS, INC.. a California corporation having its principal place of business in Sunnyvale,
Californta (“Borrower™) and Lexmark International, Inc.. a Delaware corporation having its
principal place of business in Lexington, Kentucky (“Lender”).

Recitals

A. Borrower has issued to Lender a promissory note (the “Note™) in the principal amount of
$1,0600,000.00 in consideration of 2 ioan from Lender to Borrower in that principal amount.

B. Lender wishes to make said loan only on the condition that Borrower enter the Note and, in
addition. grant the security interest in the Collateral described in this Secunty Agreement.

Agrecment

NOW. THEREFORE, in consideration of the above recitals and for other good and valuable
consideration, the receipt and adequacy of which are hereby acknowledged, Borrower and
Lender herchy agree as follows:

| Deftnitions and Interprelation.

When used in this Security Agreement, the following terms have the following respective
meanings as described below. All capitalized terms not otherwise defined herein shall have the
respective meanings given in the Note. Unless otherwise defined herein, all ierms defined in the
Code have the respective meanings given to those terms in the Code.

a. "Code” means the Uniforin Commercial Code as the same may, from time to time, be in
effect in the Commonwealth of Kentucky; provided, that if, by reason of mandatory
provisions of law. any or all of the attachment, perfection or priority of, or remedies with
respect to, Lender's Lien on any Collateral is governed by the Uniform Commercial Code as
in effect in a jurisdiction other than the Commonwealth of Kentucky, the term "Code™ shall
mean the Uniform Commercial Code as in effect in such other jurisdiction for purposes of
the provisions of this Security Agreement relating to such attachment. perfection, prionty or
remedies and for purposes of definitions related to such provisions; provided, further, that to
the extent that the Code is used to define any term herein or in any Transaction Document
and such term is defined differently in different Articles or Divisions of the Code. the
definition of such term contained in Article or Division 9 shall govern.

b. "Collateral® is defined in Section 2.

c. “"Copyright License" means nghts under any written agreement now owned or hereafter
acquired by Borrower granting the right to use any Copyright or Copyright registration.

Flesys Seourity Ageeerment #8-15-G5.doc 1 - gt AL
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solely for the purpose of allowing Lender to realize on the Collateral sc that Borrower’s
obligations to Lender can be paid. with any remainder after any sale of the Collateral to be
paid to Borrower as required by law), and/or preserve the Collateral; (e) pay any
indebtedness of Borrower relating to the Collateral (using Lexmark’s funds); and (f) execute
financing statements pursuant to the Code and other documents, instruments and agreements
required hereunder; provided, however, that Lender shall not exercise any such powers
granted pursuant to subsections (2) through (d) prior to the occurrence of an Event of Default
and shall only exercise such powers during the continuance of an Event of Default after prior
notice to Borrower of its intent to exercise the same. It is further agreed and understood
between the parties hereto that such care as Lender gives to the safckeeping of its own
property of like kind shall constitute reasonable care of the Collateral when in Lender's
pOSSCSSion

(b} Signing of Power of Atiorney. Borrower agrees, not later than 30 days after execution of
this Agreement, 10 execute and deliver to Lender three originals of a Power of Attomney
acceptable t0 Lender for the impiementation of the recording, giving of notice of security
interest, assignment, sale or other disposal of the certain Collateral pursuant to this Security
Agreement.

(c) Litigation and Other Proceedings.

{i Rights of Borrower. Borrower shall have the right and obligation to commence
and diligently prosecute such suits, proceedings or other actions for infringemem
or other damage, or reexamination or reissue proceedings, or opposition or
cancellation proceedings as are reasonable to protect any material portion of the
Patents, Trademarks, Copyrights, and Trade Seczets.

(i) Righis of Lender. Upon the occurrence and during the continuation of an Event of
Default, Lender shall have the right but not the obligation to bring suit or institute
proceedings in the name of Borrower or Lender to enforce any rights in the
Collateral. including any license thereunder, in which event Borrower shall at the
request of Lender do any and all lawful acts and execute any and ali documents
reasonably required by Lender in aid of such enforcement. If Lender elects not to
bring suit 1o enforce any right under the Collateral, including any license
thereunder, Borrower agrees to use ali reasonable measures, whether by suit.
proceeding or other action, to prevent the material infringement of any right under
the Collatera! by Borrower and for that purpose agrees to diligently maintain any
action, suit or proceeding against Borrower so infringing reasonably necessary to
prevent such mfringement.

8. Defauit and Remedies.

{a) Default. Borrower shall be deemed in default under this Security Agreement upon the
occurrence and during the continuance of an Event of Default (as used in this Security
Agreement, “Event of Defauit” shall have the same meaning as that term is defined m
Secuon 3 of the Note described in Recital A above).

Rl 2 &S e
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mstruments or agreements 1ssued or executed in replacement thereof, and (¢) means
such document, instrument or agreement, or replacement or predecessor thereto, as
amended, modified and supplemented from time to time and in effect at any given
time. The words "hereof," “herein" and "hereunder” and words of similar import
when used in this Security Agreement or any other Transaction Document refer to
this Security Agreement or such other Transaction Document, as the case may be, as
a whole and not to any particular provision of this Security Agreement or such other
Transaction Document, as the case may be. References in this Security Agreement to
"Sections,” "Attachments” or "Schedules" are to sections, attachments or schedules
herein or hereto unless otherwise indicated. The words "include"” and "including” and
words of similar import when used in this Security Agreement or any other
‘Transaction Document shall not be construed to be limiting or exclusive. The word
“or" when used in this Security Agreement shall mean either as well as both.
Headings in this Security Agreement are for convenience of reference only and are
not part of the substance hereof. All terms defined in this Security Agreement in the
singular form shall have comparable meanings when used in the plural form and vice
Yersa.

(m)Governing Law, Jurisdiction. This Security Agreement and all actions arising out of
or in connection with this Security Agreement shall be governed by and construed in
accordance with the Jaws of the Commonwealth of Kentucky.

IN WITNESS WHERFOF, Borrower and Lender have caused this Security Agreement to
be exccuted as of the day and year first above written.

ELESYS, INC.
Lo - . 7

by Y techpet 1. CGaret™

ws: [ higeidoet £ CES

LEXMARK INTEF L, INC.
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PROMISSORY NOTE

FOR VALUE RECEIVED, Elesys, Inc. (“BORROWER?”) hereby promises to pay to Lexmark
international. Inc., (‘NOTEHCLDER”), the sum of ONE MILLION DOLILARS
($1,000,000.00), together with interest thereon at the rate of 8% per annum on the unpaid

balance. Said sum shall be payable as set forth below.

t

Beginning the 1st day of September, 2005, and continuing on the first business day of
each month thereafter, BORROWER shall make fixed monthly interest payments in the
amount of $6,666.67, with final payment of all unpaid interest and principal due August
15, 2006. As used herein, the term “Business Day™ means any day, other than a Saturday
or Sunday, on which banks in The City of New York are not required or authorized by
law or executive order to be closed. Interest on the Notes will be computed on the basis

of a 360-day year of twelve 30-day months.

BORROWER shall make each payment under this Note not later than 12:00 p.m. (Noon),

Lexington, Kentucky, Eastern time, on the date when due, in lawful money of the United
States of America, to NOTEHOLDER at 740 West New Circle, Lexington, Kentucky,
40550, ATTENTION: Treasury Department, or such other address or wire instructions
as instructed by NOTEHOLDER in writing. Whenever any payment to be made under
this Note shall be stated to be due on a day that is not a Business Day, such payment shall
be made on the next succeeding Business Day, and such extension of time shall be in

such case included in the computation of the payment of interest.

All fixed payments shall be applied to interest only. This note may be prepaid at any

time, in whole or part, without penalty.

In any Event of Defauit, BORROWER agrees to pay all costs and expenses actually
incurred by the NOTEHOLDER, including all reasonable attorney fees (including both
hourly and contingent attorney fees as permitted by law) for the collection of this Note

upon default, and including reasonable collection charges (including, where consistent
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