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SECURITY AGREEMENT

This SECURITY AGREEMENT (this “Agreement”), dated as of January 10, 2007, is
made by DEEP NINES, INC,, a Delaware corporation (together with its successors and assigns,
the “Grantor™, in favor of ALTITUDE NINES LLC, a Delaware limited liability company, as
collateral agent (together with any successor or replacement, the “Collateral Agent”), for the
benefit of the Secured Creditors party hersto, S

RECITALS ‘

The Grantor is a party to that certain Securitics Purchase Agreement dated as of January
10, 2007 (the “Purchase Agreement”), pursuant to which the Grantor is selling, and the
Purchasers (as defined in the Purchase Agreement) are purchasing, an aggregate of

e T

in principal ;
anmount of Notes.

k is a condition precedent to the closing of the fransactions contempiated under the
Purchase Agreement that the Grantor enter into this Agreement providing for certaim rights in
respect of the Collateral (as defined below) in respect of the Notes.

NOW, THEREFORE, in consideration of the premises and to induce the Purchasers to
enter into the Purchase Agreement and consemmate the transactions contemplated thercunder,
the Grentor hereby agrees with the Collateral Agent, for the tatable benefit of the Secured
Creditors, as follows: -

SECTION 1.
DEFINED TERME

1.1 Definitions.

(&) Capifalized terms used herein that are not otherwise defined shall have the
meanings assigned 1o such terms in this Section 1 or as otherwise defined in the Purchase
Agrecment: '

“dgreement” has the meaning specified in the Recitals hereto, and
includes sny amendment or other modification hereto or amendment or amendment and
restatement hereof.

“Coliateral Account” means any collateral account established by the
Collateral Agent as provided in Section 5.1 or Section 5.3 hereof.

“Colfmteral Agent ()bligafio:zs'; means all fees, cosis, expenses and
indemnities owing from time o time by the Grantor to the Collateral Agent, in its capacity as
such, pursuant to this Agreement or any other Security Document.

“Collateral Agent” has the meaning specified in the preamble hereto.

“Coliateral” has the meaning specified in Section 2 hereof. -

015F37.0008 WEST 6015224 3 -
KLZ 4347373

v PATENT -
REEL: 018777 FRAME: 0734



“Deposit Acconnt” has the meaning defined in the uniform commercial
code of any applicable jurisdiction and, in any event, inchuding, without limitation, any demand,
time, savings, passbook or like account maintained with & depositary institution,

“Fnforcement Even!” means, at any time that an Evenl of Default (as
defined in the Notes) exists, the exerciging of any rights and remedies by the Collateral Agent
under this Agreement, including the foreclosure on the Collateral or any part thereof pursuant to
the Liens granted under the Security Documents or to sell or otherwise realize upon the .
Collateral or any part thereof, to collect all proceeds of Collateral and exercise control over all >
deposit and investment accounts of the Grantor, and to exercise all other rights of the Collateral
Agent in respect of the Collateral, all to the extent provided for in the Security Documents and in
accordance with Applicable Law.

“Equity Interes’ means any capital stock, partnership, joint venture,
member or Himited lability or unlimited liability company interest, beneficial interest in a trust or
_similar entity or other equily imerest or investment of whatever nature.

“Grantor” has the meaning specified in the preamble hereto,

“Intellectnal Property” means (s} all Patents and Patent Applications; and
(b) all trademarks, service marks, trade names, trade dress, brands, copyrights, Trade Secrets,
information, proprictary rights and processes of any kind, world wide web addresses, URLs and
cther names, marks and slogans (whether or not registered and, if applicable, including pending
applications for registration), technology, know-how and processes, and all rights to sue at law or
in equity for any infringement or other impairment thereof, including the right to receive all
proceeds and damages therefrom.

“Issuers” means the collective reference to each issuer of any Investment
Property.

“Patent Applications” means zll applications for Patents, whether on file
as of the Closing Date or filed thereafier.

“Potends™ means aoy issped domestic and foreige patents (inciuding
certificates of invention and other patent equivalents), patent rights, provisions applications,
patent applications and patents issuing therefrom as well es any division, continuation or
continuation in part, reissue, extension, reexamination, certification, revival or renewal of any
patent, and subject matter related to such patents or patent rights, in any and all forms,

“Proceeds” means all “proceeds” as such term is defined in Section 9-
102(a)(64) of the UCC and, in any event, shall inciude, without limitation, ali dividends or other
income from the Investment Property, collections thereon or distributions or payments with
respect thercto. '

“Property” or “Properties” means, unless. otherwise specifically limited,

real (or immovabie) or personal assets and property of any kind, tangible or intangible, choate or
inchoate,
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“Purchase Agreement” has the meaning specified in the Recitals hereto,

“Parchasers (bligations” means the aggregate outstanding principal
amount of the Notes held by the Purchasers plus all accrued and unpaid interest thereon, and all
other amounts owing thereunder as of any given time.

“Receivable” means any right to payiment for goods sold or lcased or for
services rendered, whether or not such right is evidenced by an Instrament or Chattel Paper and
whether or not it has been eamed by performance (including, without limitation, any Account).

“Secured Creditor” means the Collateral Agent and each other Purchaser,

“Secured Obligations” means, collectively, {i} the Purchasers Obhgations
and (if) the Collateral Agent Obligations.

“Security Documents” means, collectively, this Apreement and each Note
execuied in connection herewith,

“Trade Secrets” means information of the Company or any of iis
Subsidiaries including, but not limited to, technical or nontechnical date, formulas, patierns,
compilations, programs, financial data, financial plans, product or service plans or lists of actual
or potential customers, inventors, media buyers, endorsers or suppliers which (i) derives
cconomic value, actual or potential, from not being generslly known to, and not being readily
escertainable by proper means by, other Persons who can obtain economic value from its
" disclosure or use, and (ii) is the subject of efforts that are reasonable under the circumstances to
maintain its secrecy.

“TICC” means the Umfonn Commercial Code as from time fo time in
effect in the State of New York.

()  The following terms used herein shall have the meanings assigned to such
terms in the UCC: Accounts, Certificated Security, Chattel Paper, Commercial Tort Claims,
Docurnents, Equipment, Fixtures, General Intangibles, Instruments, Inventory, Investrent =
Property, Letter-of-Credit Rights and Supporting Obligations.

1.2 Other Definitional Provisions, . i

(a)  The words “hereof,” “herein”, “hereto” and “hereunder” and words of
similar import when used in this Agreement shall refer to this Agreement as & whole and not to
auy particular provision of this Agreement, and Section and Schedule refercnecs are to this
Agreement unless otherwise specified.

(b}  The meanings given {o terms deﬁned herem shall be equally applicable to
both the singular and phural forms of such terms.

(¢} References to agreements shall, unless otherwise specified, be deemed to
refer to such agreements as amended, supplemented, restated or otherwise modified from time to
time,
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SECTION 2.
GRANT OF SECURITY INTEREST

The Grantor hereby granis to the Collateral Agent, for the ratable benefit of the Secured
Creditors, a continuing first priority security interest in and to all of the following property now
_owned or at any time hereafier acquired by the Grantor or in which the Grantor now has or at any
time in the future may acquire any right, title or interest (collectively, the “Collateral™},. us
collateral security for the prompt and complete payment and performance when due {whether at ;
the stated maturity, by acceleration or otherwise) of all of the Secured Obligations:

(@)  all Acconnts;
(t)  all Chattel Paper;

(c) the Commercial Tort Claims set forth on Schedule II;

(d)  all Deposit Accounts;

(3] all Documents;

H zll Equipment;

(g}  all Fixtures; _
(W all General Intangibles;

(i)  all Instruments; |

i} all Intellectual Property;

&) =il Inventory;

)] all Investment Property;

(m) all Lcttervof— Credit Rights;

AT T L I O

(n)  all other property not otherwise desctibed above {except for any property
specifically excluded from any clause in this section above, and any property specifically
excluded from any defined term used in any clause of this section above);

(o)  all books and records pertaining to the Collateral; and

(p}  to the extent not otherwise included, all Proceeds, Supporting Obligations T
and products of any and all of the foregoing and all collateral security and guarantees given by s
any Person with respect fo any of the foregoing. -
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SECTION 3,
REPRESENTATIONS AND WARRANTIES

To induce each of the Secured Creditors to enter into this Agreement, the Grantor hereby
represents and warrants to the Collateral Agent and each Secured Creditor that:

3.1 'Title; No Other Liens. Except for Permitted Encumbrances and except as set
forth on the Schedules to the Purchase Agreement, the Grantor owns each item of the Collateral
free and clear of any and all Liens. No financing statement or other public notice with respeot to
all or any part of the Collateral is on file or of record in any public office, except such as are
listed on Schedule I hereto or as have been filed in favor of the Collateral Agent, for the ratable
benefit of the Secured Creditors, pursuant to this Agreement or as filed in connection with a
Permifted Encumbrance.

3.2 Perfected First Priority Liens. The security interests granted pursuant 1o this
Agreement {a) upon completion of all necessary filings and delivery of all physical Collateral
‘required lo be delivered, will constitute valid perfected first priority security interests in all of the
Collateral in favor of the Collateral Agent, for the ratable benefit of the Secured Creditors, as
collateral security for the Secured Obligations, enforceable in accordance with the terms hereof
and (b) are prior to all other Liens on the Collateral in existence on the date bereof except for
Permitted Encumbrances.

33 Jurisdiction of Organization; Chiel Executive Office. On the date hereof] (a)
the Grantor’s jurisdiction of organization is Delaware, (b) the Grantor’s identification number
from the jurisdiction of organization is 3179645, and (c) the location of the Granfor’s chief
execvtive office is 14643 Dallas Parkway, Suite 150, Dalles, Texas, 75254-8801.

34  Commercial Tort Claims. The only Commercial Tort Claims of the Grantor
existing on the date hereof are those listed on Schedule IT.

SECTION 4.
COVENANTS

The Granter covenants and agrees with the Collateral Agent and the Secured Creditors
that, from and after the date of this Agreement until the iermination of this Agreement in
accordance with the terms hereof:

4,1  Delivery of Instruments, Certificated Securities and Chattel Paper, If any
amount payable under or in connection with any of the Collateral in ¢xcessof = ... __be
or become evidenced by any Instrument, Certificated Security or Chattel Paper, such Instrument,
Certificated Security or Chattel Paper shall be promptly delivered to the Coliateral Agent, duly
indorsed in a manner selisfactory to the Collateral Agent, fo be held as Collateral pursuant to this
Agreement.

Ki2 248453705
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42 Maintenance of Perfected Security Interest; Furthier Documentation.

{a) . The Grantor shall maintain the security interest created by this Agreement
as a perfected security interest having at least the priority described in Section 3.2 hereof and
shall defend such securily inferest against the claims and demands of all Persons whomsogver,
subject to the rights of the Grantor under the Transaction Documents to dispose of the Collateral,

(b}  Atany time and from time to time, upon the reasonable writien request of 7

the Collateral Agent, and at the sole expense of the Granior, the Graxctor will: (i) take such -
actions as are necessary 1o ensure that the amounts due and payable under the Notes and all other |
Obligations are secured by substantially all of the assets of the Company, including (A) the
execution and delivery of security agreements, pledge agreements, interereditor agreements,
- mortgages, deeds of trust, financing statements and other documents, and the filing or recording
of any of the foregoing, and (B) the delivery of Collateral with respect to which perfection is
obtained by possession; (i} promptly and duly execute and deliver, and have recorded, such
further instruments and documents and take such further actions as the Collateral Agent may
reasonably request for the purpose of obtaiming or preserving the full benefits of this Agreement
and of the rights and powers herein granted, including, without limitation, (A) filing any
financing or continuation statements under the Uniform Commercial Code (or other similar laws)
in effect in any jurisdiction with respect to the security interests created hereby and (B) in the
case of Investment Property, Deposit Accounts, Letter-of-Credit Rights and any other relevant
Collateral, taking any actions necessary to enable the Collateral Ageni to obtain “control” (within
the meaning of the applicable Uniform Commercial Code) with respect thereto.

43  Investment Property. If the Grantor shall become entitled to receive or shall
receive any certificate (including, without limitation, any certificate representing a dividend or a
distribution in comnection with any reclassification, increase or reduction of capital or any
certificate issued in cormection with any reorganization), option or rights in respect of the Equity
Interests of any Issuer, the Grantor shall accept the same as the agent of the Collateral Agent and
the Secured Creditors, hold the same in trost for the Collateral Agent and the Secured Credilors
and deliver the same promptly to the Coilateral Agent in the exact form received, duly indorsed
by the Gramtor to the Collateral Agent, if tequired, together with an undated stock power
covering such certificate duly executed in blank by the Grantor and with, if the Collateral Agent
s0 requests, signature guaranteed, 16 be held by the Collateral Agent, subject to the terms hereof,
as additional collateral security for the Secured Obligations. -

44  Commercial Tort Claims, If the Granfor shall acquire any inferest in a
Commercial Tort Claim with respect fo which pleadings or a complaint have been filed in any
court and which exceeds the Grantor shall, promptly upen such acquisition, deliver to
the Collateral Agent, in a manner reasonably satisfactory to the Collateral Agent, a notice of the :
existence end nature of such Commercial Tort Claim and deliver a supplement to Schedule 11 E’

XL2 24840373

PATENT
REEL: 018777 FRAME: 0739



SECTIONS,
REMEDIAL PROVISIONS

5.1  Certain Matters Relating to Receivables.

(&) - Subject to Section 5.6 hereof, the Collateral Agent hereby authorizes the
Grantor 1o collect the Grantor’s Receivables; provided that the Collateral Agent may curtail or
terminate said authority at any time, If required by the Collateral Agent at any time after the .
occurrence and during the contiruance of an Enforcement Bvent, any payments of Receivables, :
when collected by the Grantor, (i) shall be promptly (and, in any event, within five (5) Business :
Days) deposited by the Grantor in the exact form received, duly indorsed by the Grantor to the
Collateral Agent if required, in a Coilateral Account maintained under the sole dominion and
conirol of the Collateral Agent, subject to withdrawal by the Collateral Agent for the account of
the Secured Creditors only as provided in Section 5.5 hereof, and (ii) until so turned over, shall
be held by the Grantor in trust for the Coilateral Agent and the Secured Creditors, segregated
from other funds of the Grantor. Bach such deposit of Proceeds of Receivables shali be
accompanied by a report identifying in reasonable detail the nature and source of the payments
included in the deposit, , :

(b)) At any time afler the occwrrence and during the continuvance of an
Enforcement Event, at the Collateral Agent’s request, the Grautor shall deliver to the Collateral
Agent all original and other documents evidencing, and relating to, the agreements and
transactions which gave rise to the Receivables, including, without limitation, all original orders,
invoices and shipping receipts.

5.2  Communications with Obligers; Grantor Remain Liable.

{a)  The Collateral Agent in its own name or in the name of others may at any
time after the occurrence and during the continuance of an Enforcement Event communicate
with obligors under the Receivables to verify with them, to the Collateral Agent’s satisfaction,
the existence, amount and terms of any Receivables, ,

(&) Upon the request of the Collateral Agent at any time afier the occurrence
and during the continuance of an Enforcement Event, the Grantor shall notify obligors on the
Receivables that the Receivables have been assigned to the Collateral Agent for the ratable
‘benefit of the Secured Creditors and that payments in respect thereof shall be made directly 1o
the Collateral Agent.

{¢}  Anything herein to the contrary notwithstanding, the Grantor shall remain
liable under each of the Receivables to observe and perform all the conditions and obligations to :
be observed and performed by it thereunder, all in accordance with the terms of any agreement "
giving rise thersto. Neither the Collateral Agent nor any Secured Creditor shall have any
obligation or Kability under any Receivable (or any agreement giving rise thereto) by reason of
or arising out of this Agresment or the receipt by the Collateral Agent or any Secured Creditor of
any payment relating thereto, nor shall the Collateral Agent or any Secured Creditor be obligated
in any manner to perform any of the obligations of the Grantor under or pursuant to any
Receivable (or any agreement giving rise thereto), to make any payment, to make any inguiry as

7.
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to the nature or the sufficiency of any payment received by it or as to the sufficiency of any
performance by any party thereunder, to present or file any claim, to take any action to enforce
any performence or 1o collect the payment of any amounts which may have been assigned to it or
to which it may be entiiled at any time or times. -

53  Proceeds to be Turned Over to Collateral Agent. In addition to the rights of the
Collateral Agent and the Secured Creditors specified in-Section 5.1 hereof with respect to
payments of Receivables, if an Enforcement Event shall occur and be continuing, all Proceeds
received by the Grantor consisting of cash, checks and other near-cash items shall be held by the
Grantor in trust for the Collateral Agent and the Secured Creditors, segregated from other funds
of the Grantor, and shall, promptly upon receipt by the Grantor, be tarned over to the Collateral
Agent in the exact form reccived by the Grantor (duly indorsed by the Grantor to the Collateral
Agent, if required). All Proceeds received by the Collateral Agent hereunder shall be held by the
Collateral Agent in a Collateral Account maintained under its sole dominion and control. All
Proceeds while held by the Collateral Agent in a Collateral Account {or by the Grantor in trust
for the Collateral Agent and the Secured Creditors) shall continue to be held as collateral security
for all the Secured Obligations and shall not constitute payment thereof unti! applied as provided
in Section 5.5 hercof.

54  Application of Proceeds. Upon receipt by the Collateral Agent of all or any part
of Proceeds constituting Collateral pursuant to an Enforcement Event, whether or not held in any
Collateral Account, the Collateral Agent shall apply such Proceeds in payment of the Secured
Obligations in the following order:

@ F irst, to the payment fn full of all Collateral Agent Obligations;

by  Second, to reduce any acerued and unpaid interest (at the non-default
contractual rate of interest applicable thereto) on the Notes held by the Purchasers on a pro rata
basis among gl outstanding Nutes held by the Purchasers;

{t)  Third, to reduce the outstanding principal amount of the Notes held by the
Purchasers on z pro rata basis; and

(d)  Last, to the Grantor or whoever shall be legally entitled thereto.

55  Code and Other Remedies. Subject to Seclion 5.6 hereof, the Collateral Agent,
on behalf of the Secured Creditors, may exercise, in addition to all other rights and remedies :
granted to it in this Agreement and in any other instrument or agreement securing, evidencing or
relating to the Secured Obligations, all rights and remedies of a Secured Creditor under the UCC
or any other Applicable Law. Without limiting the generality of the foregoing, the Collateral
Agent, during an Enforcement Lvent, without demand of performance or other demand,
presentment, protest, advertissment or notice of any kind {except any notice required by law
referred to below) to or upon the Grantor or any other Person (all and each of which demands,
defenses, advertisements and notices are hereby waived), may in such circumstances forthwith
collest, receive, appropriate and realize upon the Collateral, or any part thereof, and/or may with
ten {10) days pricr written notice to Grantor sell, lease, assign, give option or options to
purchase, or otherwise dispose of and deliver the Collateral or any part thereof (or contract to do

L2 24849273

PATENT ;
REEL: 018777 FRAME: 0741



any of the foregoing), in one or more parcels at public or private sale or sales, at any exchange,

broker's board or office of the Collateral Agent or any Secured Creditor or elsewhere upon such

termns and conditions as it may deem advisable and at such prices as it may deem best, for cash or

on credit or for future delivery without assumption of any credit risk. Subject 1o the ferm of this

Agreement, the Collateral Agent or any Secured Creditor shall have the right upon any such

public sale or sales, and, to the exteni permitted by law, upon any sxzch private sale or sales, to

purchase the whole or any part of the Collateral so sold. The Grantor further agrees, during an

Enforcemeént Event, at the Collateral Agent’s request, to assemble the Collateral and make it
available to the Collateral Agent at places which the Collateral Agent shall reasonably select,
whether at the Grantor’s premises or elsewhere. The Collateral Agent shall apply the net

proceeds of any action taken by it pursuant to this Section 3.5, after deducting all reasonable out-

of-pocket costs and expenses of every kind incurred in commection therewith or incidental to the

care or safekeeping of any of the Collateral or in any way relating to the Collateral or the rights

of the Collateral Agent and the Secured Creditors hereunder, including, without Hmitation,

reasonable attorneys’ fees and disbursements. To the extent permitted by appliceble law, the

Grantor waives all claims, damages and demands it may acquire against the Collateral Agent or

any Secured Creditor arising out of the exercise by ther of any riglts hereunder. If any notice of

a proposed sale or other disposition of Collateral shall be required by law, such notice shall be

deemed reasonable and proper if given at least ten (10) days before such sale or other

disposition.

56  Certain Eicluded Remedies, Notwithstanding any other provision of this
Agreement to the contrary, in the event of the ocourrence and during the continvation of an Event
of Default under Section 7(¢) of the Note, the Collateral Agent and the Secured Parties agree tha
no Enforcement Event wiil be taken in respect of the Collateral constituting the Action or the
Company Intellectual Property that is the subject matter of the Action, or any rights of the
Coliateral Agent and the Secured Parties therein, unless and until an Eveni of Default still exists
immediately following the time at which the Action has been resolved and the Grantor has
received proceeds or other rights payable in respect thereof equal to the amoumt of al]
outstanding Secured Obligations due and payable and the tights of the Collateral Agent and the
Secured Parties shail be limited to the collection of such proceeds in an amount not to exceed the . _
amount of the Secured Obligations; provided, however, that the security interest created by this 3
‘Agreement in such Collateral shall continue in favor of the Collateral Agent, for the ratable
benefit of the Secured Creditors, until the expiration or earlier termination of this Agreement.

SECTION 6.
THE COLLATERAL AGENT

6.1  Appointment and Duties of Collateral Agent,

(8)  Appointment; Removal; Authorization. Subject to the Collateral Agent’s
rights to appoint & suocessor Collateral Agent pursuant to Section 6.6 hereof, the Collateral Agent

and eny successor thereto shall be appointed by a Majority in Inferest. The Secured Creditors
shall have the right, in their sole discretion, to remove the Collateral Agent by written notice to
. the Granior and the Collateral Agent from .2 Majority in Interest; provided that any successor
Collateral Agent shall agree in writing te be bound by the terms hereof. The Grantor and each
Purchaser hereby designate and appoint Altitude Nines LLC to act as the initial Collateral Agent

.5
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under this Agreement and the other Security Documents, and cach of the Purchasers hereby

authorizes the Collateral Agent and any successor Collateral Agent to take such actions on its

behalf under the provisions of this Agreement and the other Security Documents and to exercise

such powers and perform such duties as are expressly delegated to the Collateral Agent by the

terms of this Agreement and the other Security Documents, together with such other powers as

are reasonably incidental thereto, Notwithstanding any provision 1o the contrary elsewhere in

this Agreement or the other Security Documents, the Collateral Agent shall not have any duties :
or responsibilities, except (hose expressly set forth in this Agreement and the other Security ;
Documents or any fiduciary relationship with any other Secured Creditor and ne implied
covenants, functions or responsibilities shell be read into this Agreement or the other Security
Documents or otherwise exist against the Collaieral Agent, The Collateral Agent shail not be -
liable for any action taken or omitted to be taken by it heveunder or under any Security

Document or in connection herewith or therewith, or in connection with the Collateral unless

caused by its gross negligence or willful misconduct.

(b}  Collateral Agent 1o Hold Collateral. The Secured Credifors agree that all
security interests, charges and other Liens on or in the Collateral securing the Secured
Obligations. shal] be held in the name of the Collateral Agent and administered by and through
the Collateral Agent in accordance with this Agreement and the other Security Documents. If any
Secured Creditor at any fime holds a security interest, charge or other Lien on or in any
Collateral in its own name, it agrees fo assign i1, without warranty or recourse, to the Collateral
Agent (to be held by the Collateral Agent for the benefit of the Secured Creditors hereunder).
The Coliateral Agent shall hold its securily interests, charges and other liens on or in the
Collateral for the benefit of the Secured Creditors as provided herein and in the other Security
Documents.

(c}  Collateral Agent Not Required to Act. Notwithstanding anything to the
contrary in this Agreement or any other Security Document, the Collateral Agent shall have no
obligation, whether fiduciary or otherwise, fo any other Purchaser to exercise any rights or
remedies under this Agreement or any of the other Security Documents or give any consent
under this Agreement or any of the other Security Documents or enter into any agreement :
amending, modifying or supplementing any provision of this Agrcment or any other “»ecuraty i
Document. .

62  Accounting. Each Secured Creditor agrees to render to the Collateral Agent, at
any time upon request of the Collateral Agent, an accounting of the amounts of the Secured
Obligations owing fo it and such other information with respect to the Secured Obligations
owing to each such Person as the Collateral Agent may reasonably request in order to give effect
io the terms and conditions of this Agreement, In the event that any Secured Creditor fails to ;
provide any information required to be provided by it to the Collateral Agent, then the Collateral i
Agent may (but shall not be obligated to) take such actions as are required to be taken by it based
on the most recent information availeble to it.

-10-
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63  Rights of CoHateral Agent,

(@)  Other Agents. The Collateral Agent may execute any of its duties under
this Agreement or any other Security Document by or through agents, experts or attorneys-in-fact
and shall be entitled to advice of counsel ¢concerning all matters periaining to such duties.

(b) No Lisbility. Neither the Collateral Agent nor any of ifs partners,
members, managers, officers, directors, cmployees, agents, attomeys-in-fact or affiliates shall be
(i) Hable for any action lawfully taken or omitted to be taken by it under or in connection with
this Agreement or any other Security Document (except for its gross negligence or willful
misconduct), or (i) responsible in any mamner to any Seccured Creditor for any recitals,
statements, representations or warranties (other than its own recitais, staiements, representations
or warranties) mede in this Agreement or any other Security Document or in any certificate,
report, statement or other document referred to or provided for in, or received by the Collateral
Agent under or in connection with, this Agreement or any other Security Document or for the
vahe, validity, effectiveness, genuineness, enforceability or sufficiency of this Agreement or any
other Security Document or for any failure of the Grantor or any other Person to perform their
obligations hereunder and thereunder, The Collateral Agent shall not be under any cbligation to
any Secured Creditor or any other Person to ascertain or to inguire as to the observance or
performance of any of the agreements contained in, or conditions of, this Agreement or any other
Security Document or to inspect the Properties, books or records of the Grantor.

(¢}  Collateral Apent May Rely. The Collateral Agent shall be entitled
conc!usweiy to rely, and shall be fully protected in relying, upon any note, writing, resolution,
request, direction, certificate, notice, consert, affidavit, letter, cablegram, telegram, telecopy,
ematl, telex or feletype message, statermnent, order or other document or conversation believed by
it in good faith to be genuine and correct and to have been sipned, sent or made by the proper
Person or Persons and/or upon advice andfor statements of legal coumsel, independent
accountants and other experts sclected by the Collateral Agent. The Collateral Agent shall be
fully justified in fafling or refusing to take any action under this Agreement or any other Security
Document (i) if such action would, in the reasonable opinion of the Collateral Agent (which may
be based on the opinion of legal counsel), be contrary tw appliceble law or the terms of this
Agreement, the other Security Documents or the other Transaction Documents, (i1) if such aclion
'is not specifically provided for in this Agreement , the other Security Documents or the other
Transaction Documents or it shall not heve received any such advice or concurrence of a
‘Majority in Interest as it deems appropriate, (ifi) if, in connection with the taking of any such
acticn hereunder or under any other Security Document that would constitute an exercise of
remedies hereunder or under such other Security Document it shall not first be indemnified to its
satisfaction’ by the Secured Creditors apainst any and all risk of nonpayment, liability and
expense that may be incurred by it by reason of taking or continuing to take any such action, or ..
(iv) i, notwithstanding anything to the contrary contained in this Agreemnent, in connection with ¢
the taking of any such action that would constifute a payment dve under any agreement or :
document, it shall not first have received from the Secured Creditors or the Grantor funds equal i
to the amount payable. :

(@  Knowledge of Enforcement Event. The Collalera] Agent shall not be
deemed to have actval, consiructive, divect or indirect knowledge or notice of the ogcurrence of
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any Enforcement Event unless and until the Collateral Agent has received a written notice or a
certificate from a Secured Creditor or the Grantor stating that an Enforcement BEvent has
occurred. The Collateral Agent shall have no obligation whatsoever either prior to or after
receiving such notice or certificate to inquire whether an Enforcement Event has in fact occurred
and shall be entitled to rely conclusively, and shall be fally protected in so relying, on any notice
or certificate so furnished fo it. No provision of this Agreement, the other Security Documents or
any other Transaction Document shall require the Collateral Agent to expend or risk its own
funds or otherwise incur any financial Bability in the performance of any of its duties under this .
Agreement, the other Security Documents or any other Transactich Document or the exercise of k
any of its rights or powers, if if shall have reasonable grounds for believing that repayment of :
such fumds or adequate indemnity against such risk or Hability including an advance of moneys
necessary to take the action requested is not reascnably assured to it, except that in respect of any
potential environmental liability or the taking of title to any real property, the Collateral Agent
may decline fo act unless it receives indemnity satisfactory to it in its sole discretion, including
an advance of moneys necessary to take the action requested, In the event that the Collateral
Agent receives such a notice of the ocourrence of any Enforcement Event, the Collateral Agent
shall give notice thereof to the Purchasers, 5

()  Fees and Expenses. The Grantor will pay upon demand to the Collateral
Agent the amount of any and all reasonable fees and out-of-pocket expenses, including the
reasonable fees and expenses of its coumsel, that the Collateral Agent may incur in connection
with (i) the administration of this Agreement and the other Security Documents to which it is a
party, (ii) the custody oz preservation of, or the sale of, collection from, or other realization upon,
any of the Collateral, (iii) the exercise or enforcement (whether through negotiations, legal
proceedings or otherwise) of any of the rights of the Collateral Agent or the other Secured
Creditors hereunder or under the other Security Documents or (iv) the failure by the Granter to
perform or observe any of the provisions hereof, of any of the other Security Documents. The
provisions of this section shall survive the expiration or earlier termination of this Agreement.

64  Lack of Reliance on the Collateral Agent, Edch of the Secured Creditors
expressly acknowledges that neither the Collateral Agent nor any of its officers, directors,
employces, agents or aftorneys-in-fact has made any representations or warranties to it (except as
expressly provided herein} and that no act by the Collateral Agent hereafter taken, including any
review of the Grantor, shall be deemed to constitute any representation or warranty by the
Collateral Agent to any Secured Creditor. Each Secured Creditor represents to the Collateral
Agent that it has, independently and withont reliance upon the Collatersl Agent or any other
Seoured Creditor, and based on such documents and information as it has deemed appropriate,
made its own appraisal of and investigation into the business, operations, property, financial and
other condition and creditworthiness of the Grantor, Each Secured Creditor also represents that
it will, independently and without reliance upon the Collateral Agent or any othér Secured
Creditor, and based on such documents and information as it shall deem appropriate at the time,
continue to make its own credit analysis, appraisals and decisions in 1aking or not taking action
under this Agreement, and to make such investigation as it deems necessary 1o inform itself as 1o
the business, operations, property, financial and other condition and creditworthiness of the
Grantor. Except for notices, reporis and other documents expressly required to be furnished to
the Secured Creditors by the Collateral Agent hereunder, the Collateral Agent shall not have any
duty or responsibility o provide any Secured Creditor with any credit or other information
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concerning the business, operations, property, financial and cther condition or creditworthiness
of the Grantor which may come inlo the pessession of the Colateral Agent or any of its officers,
directors, employees, agents or attorneys-in-fact.

- 6.5 Indemnification.

{a)  Sccured Creditors to Indemnify. The Sccured Creditors jointly and
severally agree to indemnify the Collateral Agent (which shal! for purposes of this subsection (a)
include it or any of its partners, members, managers, officers, directors, smployees, agents or
attorneys-in-fact) in ifs capacity as such and in #s individual capacity (to the extent not
reimbursed by the Grantor and without limiting the obligation of the Grantor to do so), ratably
aceording to their ratable shares of the outsianding amounts due under the Notes held by them on
the date the activities giving rise to the Collateral Agent’s demand for indemnification occurred,
from and against any and all lisbilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs, expenses or disbursements of any kind Whatsoever which may at any
time be imposed on, incurred by or asserted against the Collateral Agent in #s capacity as such
and in its individual capacity in any way relating to or arising out of this Agreement or the other
Security Documents, or the performance of its duties as Cellateral Agent hereunder or thereunder
or any action taken or omitted by the Collateral Agent in ils capacify as such under or in
connection with any of the foregoing; provided that the Secured Creditors shall not be liable for
the payment of any portion of such liabilities, obligations, osses, damages, penalties, actions,
judgments, suils, costs, expenses or disbursements to the extent that any of the foregoing result
from any such indemnified parfy’s gross negligence or willful misconduct.

(b)  Crantor to Indemnify. The Grantor agrees to indemmify the Collateral
Agent and its respective partners, members, managers, officers, directors, employees, agents or
attorneys-in-fact (collectively, the “Indemnified Parties”) from and against any and all
liabilities, oblipations, losses, damages, penalties, actions, judgments, suifs, costs, expenses or
disbursements of any kind whatsoever which may at any time be imposed on, incurred by or
asserted against any Indemnified Party in any way relating to or arising out of this Agreement or
the cther Security Documents; provided that the Grantor shail not be liable for the payment of
any portion of such liabilitics, obligations, losses, damages, penalties, actions, judgments, suits,
costs, expenses or disbursements to the extent that any of the foregoing result from any such
Indenmified Party’s gross negligence or wiliful misconduct,

(¢}  The indemnities provided hereunder shall survive the termination of this
Agreement and the resignation or removal of the Collateral Agent.

6.6  Resignation of the Collateral Agent. The Collateral Agent may resign as
Collateral Agent at any 1ame upon written notice to the Purchasers and the Grantor, with any such
resignation to become effective only upon the appointment of a successor Collateral Agent under
this Section 6.6. If the Collateral Agent shall provide notice of its resignation as Collateral
Agent, then & Majority in Interest shall {and if no such successor shall have been appointed
within 45 days of the Collateral Agent’s resignation, the Collateral Agent may) appoint a
successor agent for the Secured Creditors, which successor agent shall be reasonably acceptable
to the Grantor, whereupon such suceessor agent shall suceeed to the rights, powers and duties of
the “Collateral Agent.,” and the term “Collateral Agent” shall mean such successor agent

P e e
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effective upon its acceptance of such appointment, and the former Collateral Agent’s rights,
powers and duties as Collateral Agent shall be terminated, without any other or further act or
deed on the part of such former Collateral Agent (except that the resigning Collateral Agent shall
deliver all Collateral then in its possession to the successor Collateral Agent and shall execute
and deliver to the successor Collateral Agent such instruments of assignment and transfer and
other similar docurnents as such successor Collateral Agent shall deem necessary or advisable) or
any of the Secured Creditors. The indemnity given any retiring Collateral Agent pursuant to
Section 6.5 and any further indemnity granted under Scetion 6.6 shall survive any resignation
hereunder, After any retiring Collateral Agent’s resignation hereunder as Coliateral Agent, the
provisions of this Agreement shall inure to its benefit as to any actions taken or omitted o be
taken by it while it was Collateral Agent, In the event thal a successor Collateral Agent is not
appointed within the time period specified in this Section 6.6 following the provision of a notice
of resignation of the Collateral Agent, the Collateral Agent or any Secured Creditor may petition
a court of corpetent jurisdiction for the appointment of a successor Collateral Agent,

6.7  Collateral Agent’s Appointment as Attorney-in-Fact, ete.

(a)  The Grantor hereby irrevocably constitutes and appoints the Collateral
Agent and any officer or agent thereof, with full power of substitution, as its true and lawful
atiorney-in-fact with full frrevocable power and authority in the place and stead of the Grantor
and in the name of the Grantor or in its own name, for the purpose of carmrying oul the terms of
this Agreement, after the occurrence and during the continusnce of an Enforcement Event, to
teke any and all appropriate action and to execute any and all documents and instruments which
may be necessary or desirable to accomplish the purposes of this Agreement.

(b}  The expenses of the Collateral Agent incurred in connection with actions

undertaken as provided in this Section 6.7 shall be payable by the Grantor to the Collateral Agent

upon demand therefore (which demand shall be accompanied by an appropriate invoice).

{¢c)  The Grantor hereby ratifies all that said attorneys shall lawiully do or
cause to be done by virtue hereof. All powers, authorizations and agencies contained in this
Agreement are coupled with an interest and are irrevocable umiil the termination of this
Agreement.

6,8  Duty of Collateral Agent. The Collateral Agent’s sole duty with respect to the
.custody, safekeeping and physical preservation of the Collateral in its possession, under Section
9.207 of the UCC or otherwise, shall be to deal with it in the same manner as the Collateral
Agent deals with similar property for ifs own account. Neither the Collateral Agent, any Secured
Creditor nor any of their respective partners, members, managers, officers, directors, employees
or agents shall be liable for failure to demand, collect or realize upon any of the Collateral or for
any delay in doing so or shall be under any obligation to sell or otherwise dispose of any
Collateral upon the request of the Grantor or any other Person or to teke any other action
whatsoever with regard to the Collateral or any part thereof. The powers conferred on the
Collateral Agent and the Secured Creditors hereunder are solely to protect the Collateral Agent’s
and the Secured Creditors’ interests in the Collateral and shzll not impose any duty upon the
Collateral Agent or any Secured Creditor fo exercise any such powers. The Collateral Agent and
the Secured Creditors shall be accountable only for amounts that they actually receive as a result
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of the exercise of such powers, and neither they nor any of their officers, directors, employees or
agents shall be respensible to the Grantor for any act or failure to act hereunder, except for their
own gross negligence or willful misconduct.

6.9  Execation of Financing Statements, Pursuant to any applicable law, the Grantor
authorizes the Collateral Agent to file or record financing statements and other {iling or recording
documents or instruments with respect to the Collateral without the signature of the Grantor in
sach form end in such offices as the Collateral Agent reasonably determines appropriate to .
perfect the security interests of the Collateral Agent under this Agreement. The Grantor hereby k
ratifies and avthorizes the filing by the Collateral Agent of any financing statement with respect
to the Collateral made prior to the daie hereof. '

6.10  Awthority of Collateral Agent. The Grantor ecknowledges that the rights and
responsibilities of the Collaleral Agent under this Agreement with respect to any action taken by
the Collateral Agent or the exercise or non-exercise by the Collateral Agent of any option, voting
right, request, judgment or other right or remedy provided for herein or resulting or arising out of
this Agreement shall, as between the Collateral Agent and the Secured Creditors, be governed by
this Agreement and by such other agreements with respect hereto as may exist from time to time
among them, but, as between the Collateral Agent and the Grantor, the Collateral Agent shell be
conclusively presumed to be acting as agent for the Secured Creditors with full and valid
authority so 10 act or refrain from acting, and the Grantor shall not be under any obligation, or
entitlement, to make any Inguiry respecting such avthority,

 SECTION7.
- MISCELLANEOUS

7.1 Amendments in Writing. This Aprcement may not be amended, modified or
supplemented, ner may any provision hereof be waived, except in accordance with the Purchase
Agreement,

7.2  Notices. Unless otherwise specified herein, all notices, requests, demands or
other communications given to the Grantor, the Collateral Agent or the Secured Creditors shall
be given in writing or by facsimile transmission and shall be deemed to have been duly given
when personally delivered or whea duly deposited in the mails, registered or certified mail
postage prepaid, or when transmitted by facsimile transmission, addressed to each of them as
specified in the Purchase Agreement or, in the case of the Collateral Agent, to the address
specified on the signature page to this Agreement (or such other address as the Collateral Agent
shall designate to the Granior and the Secured Creditors in wrifing).

7.3  Neo Waiver by Course of Conduct; Cumulative Remedies, Neither the
Collateral Agent nor any Secured Creditor shall by any act {except by a writlen instrument »
pursuant to Section 7.1), delay, indulgence, ormission or otherwise be deemed to have waived any )
right or remedy hereunder. No failure to exercise, nor any delay in exercising, on the part of the
Collateral Agent or any Secured Creditor, any right, power or privilege hereunder shall operate
as a waiver thereof. No single or partial exercise of any right, power or privilege hereunder shali
preclude any other or further exercise thereof or the exercise of any other right, power or
privilege. A waiver by the Collateral Agent or any Secured Creditor of any right or remedy
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hereunder on any one oceasion shall not be construed as a bar to any right or remedy which ihe
Collateral Agent or such Secured Creditor would otherwise have on any future occasion. The
rights and remedies herein provided are comnlative, may be exercised singly or concurrently and
are not exclusive of any other rights or remedies provided by law.

74  Successors and Assigns. This Agreement shall be binding upon the successors
and assigns of the Grantor and shall inure to the benefit of the Collateral Agent and the Secured
Creditors and their successors and assigns. This Agreement may not be transferred or assigned
by the Grantor without the prior written consent of the Collatera] Agent.

7.5  Counterparts. This Agreement may be executed by one or mare of the parties fo
this Agreement on any number of separate counterparts (including by telecopy), and all of said
counterparts taken together shall be deemed to constitute one and the same instrument,

7.6  Severability. If any provision of this Agreement or the application of any such
provision 1o any party or circumstance shall be determined by any authority of competent
Jurisdiction 1o be invalid or unenforceable to any extent, the remainder of this Agreement, or the
application of such provision to such party or circumstance other than those o which it is so
determined to be invalid or unenforceable, shall not be affected thereby, and each provision
hereof shall be enforced to the fullest extent permitted by law: If any such awthority of
competent jurisdiction declares that any term or provision hereof is invalid or unenforceable, the
parties hereto agree that the authority making the determination of invalidity or unenforceability
shall have the power to modify the scope of the term or provision, to delete specific words or
phrases and to replace any invalid or unenforceable term or provision with a term or provision
that is valid and enforceable and that comes closest to expressing the intention of the invalid or
unenforceable term or provision, and this Agreement shall be enforceable as so modified,
Without limiting the generality of the foregoing, the parties acknowledge their intention o
structurs and effectnate the transaction comtemplated by this Agreement in accordance with
applicable law, If any suthority of competent jurisdiction shall determine that the transaction
conterplated by this Agreement has not been structured or effectuated in accordance with
applicable law, the parties shall modify this Agreement in good faith to structure and effectuate a
transaction that is consistent with applicable faw and comes closest to achieving the economic
results of the transaction contemplated by this Agreement.

7.7  Section Headings. The Section headings used in this Agreement are for
convenience of reference only and are not to affect the construction hereof or be tsken into
consideration in the interpretation hereof.

7.8  Integration, This Agreement, the other Security Documents and the other
Transaction Documents represent the agreement of the Grantor, the Collateral Agent and the :
Secured Creditors with respect to the subject matier hereof and thereof, and there are no 7
promises, underiakings, representations or warranties by the Collateral Agent or any Secured ‘
Creditor telative to subject matter hereof and thereof not expressly set forth or referred to herein,
in the other Security Documents or in the other Transaction Documents.

7.9 Governing Law, This Agreement, and the application or the interpretation
hereof, including any disputes arising hereunder, shall be governed exclusively by its terms and
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by the internal laws of the State of New York, without regard to principles of conflicts of laws.
The parties hereto acknowledge and agree that notwithstanding Section 35.51 of the Texas

Business & Commerce Code, neither party hereto will raise any dispute or objection in any

aotion, suit, dispute or proceeding relating to application of the internal laws of the State of New

York to the interpretation of this Agreement or any other Transaction Document,

7,10 Consent to Jurisdiction and Venne; Service of Process, The parties hersto

irrevocably submit to the exclusive jurisdiction of the couits of the State of New York located in :
New York County and the United States District Court for the Southem District of New York for
the purpose of any suit, action, proceeding or judgment relating to or arising out of this
Agreement or the iransactions conternplated hereby, The parties irrevocably consent to the
jurisdiction of amy such court in any such suit, action or proceeding and to the laying of venue in
such court, The parties hereto ixrevocabiy waive any objection to the laying of venue of any
such suit, action or proceeding brought in such courts and irrevocably waive any claim that any
such suit, action or proceedmg brought in any such court has been brought in an inconvenient
forum. Service of process in connection with any such suit, action or proceeding may be served
on the parties anywhere in the world by the same methods as are specified for the giving of
notices inder this Agreement,

A E

7.11  Releases.

(a) This Agreement and all obligations (other than those expressly stated 1o
survive such termination) of the Collateral Agent and the Grantor hereunder (including the Liens
created hereby) shall terminate on the date upon which all obligations under the Notes have been
paid and satisfied in full, all without delivery of any instrument or performance of any act by any
party, and all rights o the Collateral shall revert 1o the Grantor. At the request and sole expense
of the Grantor following any suck termination, the Collateral Agent shall deliver to the Grantor
any Collateral held by the Coilateral Agent hereunder, and execute and deliver to the Grantor
such documents as the Granor shall reasonably request to evidence such termination and release
of Liens pursuant therelo and Grantor is hereby authorized to execute and file on behalf of the
Collateral Apent any applicable financing statement terminations.

(b)  If any of the Collateral shall be sold, transferred or otherwise disposed of
by the Grantor, and such sale, transfer or disposition is permitted by the Purchase Agreement,
then the Collateral Agent, at the request and sole expense of the Crantor, shall execute and
deliver to the Grantor all releases or other documents reasonably necessary or desirable for the %
release of the Liens created hereby on such Collateral,

7.12  Waiver of Jory Trial THE PARTIES ITRREVOCABLY AND
UNCONDITIONALLY WAIVE, TO THE FULLEST EXTENT PERMITTED BY LAW, ALL :
RIGHTS TO TRIAL BY JURY IN ANY ACTION, SUIT OR PROCEEDING ARISING OUT g
OF OR RELATING TO THIS AGREEMENT, ANY TRANSACTION DOCUMENT OR THE -
TRANSACTIONS CONTEMPLATED HERERY OR THEREBY, INCLUDING WITHOUT
LIMITATION, ANY COUNTERACTION OR COUNTERCLAIM, WHETHER IN
CONTRACT, STATUTE, TORT (INCLUDING, WITHOUT LIMITATION, NEGLIGENCE) OR
OTHERWISE.
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IN WITNESS WHEREOY, cach of the undersigned has caused this Agreement 10 be
duly executed and delivered as of the date first above writien,

'GRANTOR:
DEEP NINES, INC,

Wniel H. Jadksdn

SECURED CREDITORS:

ALTITUDE NINES LLC,
as Collateral Agent and as Secured Creditor

By,  Altitude Capital Partners, LLC,
its Managing Member :

By
Name:
Title:

Address: 485 Madisen Avenne, 231d Fioor
New York, NY 10022
Tel: (212) 584-2184
Fax: (212)826-0826
Attn: Robest Kyamer

DAWNTREADER FOND TI LP
By:  WIT/DT Il ADVISORS LLC,
its General Partner
By _.
Edward Sim, Meapager "

Stgnature Page o
Securiey Agreement
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IN WITNESS WHEREOF, each of the undersigned has caused this Agreement 10 bo
duly executed and delivered us of the date first sbove wnﬂm

GRAN'!‘GR.
DEEP NINES, INC.

By

Danidd H. Jackson, President & C.0.0.

SECURED CREDITORS:

ALTITUDE NINES LLC,
as Collaters! Agent and as Sccured Creditor

By:  Altitude Cepital Partmers, LLC,

its Managing Member

By:

Ay T A T
Titlet 4

Addross: 485 Madiscn Avenue, 23rd Fleor
New York, NY 10022
Tek (212) 584-2184
Fex:  (212) 826-0826
Aftn: Robert Kramer

" DAWNTREADER FUND 11 LY

" By:  WIT/DT Il ADVISORS LLC,
its Generel Pariner

By:

Edward Sim, Maneger

Signanure Page 10
Security Agreement
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IN WITNESS WHEREOQF, each of the undersigned has caused this Agreement to be
duly exerated and delivered as of the date first above written, .

GRANTOR: |
DEEFP NINES, INC.

By:

Daniel H. Jackson, President & C.0.0,

SECURED CREDITORS:

ALTTTUBE NINES 14C,
a5 Collateral Agent and as Secured Creditor

By:  Altitude Cepitel Fartners, LLC,
its Managing Membar

PR3

By
Name:
Titde:

Address: 485 Madison Aveave, 23rd Floor
New York, NY 10022
Tel; (212) 5842184
Fax:  (212) 826-0R26
Attn:  Robert Kramer

ar
v

BAWNTREADER FUND ILL?

By:  WIT/DT 1 ADVISORS LLC, P
: #ts General Partner
g, J |

By: Jpond o

-

Edw&rdSiuﬂr{q:E' o =y
' KEEN; 5 2 TRt

Signamae Page i
Security Agresmen
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DAWNTREADER FUND [ A LP

By:  WIT/DT 11 ADVISORS LLC.

its General Partner

Bdveard Siff Managst. -~ peazopon

DAWNTREADER FUND JI OFFSHORE LP -
By: WIVDT 1 ADVISORS LLC, “

{15 Generel Partuer

Edward Sttt Mankgey &5 -

DAWNTREADER FUND {1 AFFILIATES L¥
By: WIT/DT Il ADVISORS LLC,

its Generzl Partoer

Yt L

Cevegasyreas

By:
Edwand Siuf JfanareANG DIRECTOR
Addreys: /o Dawnreader Ventures LLC :
520 Madison Averue ¥

New York, New York 10022
Faosimfle: ~ {646) 452-6101

With & copy 1o (which does not constitute noties):
Mintz, Levin, Cohn, Ferrix, Glovsky & Fopen, P.C,

§66 Third Avenue

New York, New York 10017
Atnt EricM, Roth
Facsimile:  {212)983-3113

Signatre Page to
Seevrity Agreement
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Signature Paga lo
Security Agreement
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UCC-1 filed by Silicon Velley Bank with the Delaware Secretary of State relating to Silicon

Schedale ]

Current Financing Statements

Valley Bank’s lien and security interest in assets and property of the Company.
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Case Name

McAfee, Inc. v.
Deep Nines, Inc.

Deep Nines, inc. v,

Francis Tonslip

Deep Nines, Inc. v.

Amy Maldonade

MoAfes, Inc. v
Deep Nines, Inc.

Desp Nines, Inc. v,

MoAfes, Inc,

Description

Breach of
Contract

Employment

Employment

Acealnts
Payable

Pafent
inflingement

Schedule 11

Commercial Tort Claims

Court

44" District
Court, Dallag
County, Texas,
filed on Apnil 7,
2006

116" District
Court, Dallas
County, Texas;
filed on March
18, 2006

Clreulf Court of
Fairiax Gounty,
Commonwesith
of Virginla, fied
on Aprit 13,
2005

192" Judicial
Disfrict Court,
Dafias County,
Texas, filed on
January 20,
2006

United States
District Court,
Eastern District
of Texas,
Lufkin Division,
filed on August
186, 2006

Status

Legal
Akin Gump  Pending

Akin Gump  Settied

AkinGump  Pending

Akin Gump  Seftiad

Fish &

Pending
Richardson ’

Petitioner

McAfes

Deep
Nines

Deep
Nines

MohAfee

Deep
Nings

Notes

Case Involving
breach of sethiement
agreement refating io
previous litigation.

Qne of the
Company's
developers bried to
clalm cerfain non
material IP as his
own, Case is
resoived by
setflement and final
court order,

Maidonado was
working for two
compales - the
Compary and
Skybox. The
Company is sulng for
wages and
miscellaneous
damages.
Mzldonado s sulng
the Company for
unpaid commlissions,
The Company denies
liability,

Case was selifed,
Settlement is
currently in dispule In
adlion pending in 44"
District Court, Dallas
County, TX.

The Company sued
McAfee for patent
infringement on the
976 paient on August
18, 2006.
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Deep Nines, Inc.v.  Patent United Stales Fish & Fending McAfee Flled In response to

Mcifee, inc, infringement  District Court, Richardson the Company’s

Eastern Distriot patent infringement

of Texas, . : suit filed on August

Lufkin Division, . 16, 2008. McAfes, In

filed On August S their response,

16,2008 . countersued for

’ : patent infringement )
on three separate :
patents. '
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