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SECURITY AGREEMENT

THIS SECURITY AGREEMENT dated as of April 27, 2007 (this “Agreement™). is by
and among Kronos Advanced Technologies, Inc., a Nevada corporation with its chief executive
office and principal place of business located at 464 Common Street, Box 301, Belmont,
Massachusetts 02478 (the “Debtor”) and Kronos Air Technologies, Inc. a Nevada corporation
with its chief executive office and principal place of business located at 15241 NE 90th Street,
Redmond, Washington 98052 (the “Subsidiary” and collectively with the Debtor, the
“Pledgors™), and Richard A. Sun and Fred R. Gumbinner Living Trust (individually and
collectively, the “Secured Party”).

WHEREAS, pursusnt to those certain Secured Convertible Promissory Notes, dated
April27,2967(9&%ﬂ,ﬁe5mrd?myhmdmthemmmepﬁmipdmmd
$200,000;

WHEREAS, the Subsidiary is a direct subsidiary of the Debtor and has determined that
its execution, delivery and performance of this Agreement directly or indirectly benefits, and is
within the corporate purposes and in the best interest of, it;

WHEREAS, the Secured Party would not have advanced funds to the Debtor under the
Note without Debtor’s and Subsidiary’s execution and delivery of this Agreement; and

WHEREAS., in order to secure the Debtor’s obligations under the Note, the Pledgors
have agreed to execute and deliver this Agreement.

NOW, THEREFORE, in consideration of the above premises and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged by the
Pledgors, the Pledgors hereby agree with the Secured Party as follows:

(a)  For the purposcs of this Agreement.

“4Applicable Law" means all applicable provisions of constitutions, statutes, laws, rules,
regulations and orders of all governmental bodies and all orders, rulings and decrees of all courts
and arbitrators.

: “Business Day” means any day other than a Saturday, Sunday or other day on which
banks in New York, New York are authorized or required by law to close.

“Collateral” means the following propertics, assets and rights of each of the Pledgors,
wherever located, whether now owned or hereafier acquired or arising, and all proceeds and
products thereof: all personal and fixture property of every kind and nature, including, without
limitation, all goods (including inventory, equipment and any accessions thereto), instruments
(including promissory notes), documents, accounts, chattel paper (whether tangible or
electronic), deposit accounts, letter-of-credit rights (whether or not the letter of credit is
evidenced by a writing), commercial tort claims, intellectual property, securities of United States
Persons and all other investment property, supporting obligations, any other contract rights or
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rights to the payment of money, insurance claims and proceeds, tort claims, and all general
intangibles.

“Event of Defauit’ means (a) a breach by the either of the Pledgors of any of its
representations or warranties contained herein, {b) a breach by either of the Pledgors of any of
mrmwammmmmﬁmdm,ﬂﬁzhmhismmmmmm(}mdsys
aﬂmmm‘smaciptafmiwmmﬁwofsmhmhm(c)mﬁmwwwlm
under either of the Notes.

“Lien”, as applied to the property of any Person, means any security inferest, lien,
mmwmmmmwmm,mmﬁmmm
mmmwmmmﬁmkwmmymam
mwwﬁnmmmﬁmmmmywmmwywofﬂwfmgomg
mmymwwmmmmofwmwmmsmmmm
collateral security for the obligation of such Person.

“Obligations” means, individually and collectively:
(i) il obligations of either of the Pledgors owing to the Secured Party under
orvriﬂtmspuctmthisw“.on!ywiﬂamdmtheDeblm,thzblm;md
{ii)  all renewals, substitutions, modifications, extensions and supplements to
any of the foregoing.

“Permitied Liens” means:
() Liens securing taxcs, assessments and other governmental charges or
ies not et due and payable or the claims of, or obligations owing to, materialmen, mechanics,
carriers, warchousemen or landlords for labor, materials, supplies or rentals incurred in the

orﬂinmyaf’hmimmbntmwdm&xﬂwahm
(ii) Licns consisting of deposits or pledges made, in the ordinary course of
business, in connection with, or 1o secure payment of, obligations under workmen's
. ; P or similar legislation:

(iii) Licns which in the sole judgment of the Secured Party do not materially
detract from the value of the Collateral;

(iv)  Liens in favor of the Secured Party;
(v) Liens in favor of FKA Distributing Co.;

(vi) Purchase money security interests and Liens to secure the Debtor’s
pmmmofeqnipnwmimaﬁshg%ﬂwmdimrymseofm;md

(vii) Liens in favor of AirWorks Funding, LLLP.
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“Person” means an individual, corporation, partnership, limited liability company,
mw«w&m«ammwwmwﬁw
subdivision thereof.

“UCC" means the Uniform Commercial Code of the State of New York, as in effect from
time to time.

b Unless otherwise set forth herein to the contrary, all terms not otherwise defined
mmmmhmm&nmummmmmmmmwmmm
the UCC. Hnwm,ifammisdeﬁmdinhrﬁcle?efﬁwumdiﬁbﬂmlymminmﬂm
Article of the UCC, the term has the meaning specified in Article 9 of the UCC.

Section 2.  Grapt of Security. To secure the prompt and complete payment, observance and
performance when due (whether at stated maturity, by acceleration or otherwise) of all of the
Obligations, m,oftheﬁedganhembywm”siwmdpledgwwmsmhny.
mmmmwm'amﬁwrwmminmm,mcmm. The Secured
mmmmmmmm“mmmmmmwmomimm
original collsteral is subject to the Debtor’s compliance with Section 4(a). The Pledgors and the
memwmwwmmmumwmm
WWWMMW‘MMWWWMMQMMﬁMM
of FKA Distributing d/b/a HoMedics, Inc., a Michigan Company.

Section 3. Autbovization to File Fimancing Statements. Fach of the Pledgors hereby
mewlym&orimﬂmﬂwmdhnyumyﬁmemdﬁmﬁmcmdmwﬁ}einmyUnifum
cmmwwmwmmMmmmm
(a)imdfmmme(?‘,anm(i)uﬁlmelsufamh%dmmwdxafsimiiweﬁeﬂ,mgud%of
mewﬁ@mmm@dhh%&«ﬂ&lhﬂﬂﬁnﬁcmdhﬁ&9ﬂﬂw
l}CC‘mArﬁde?ofﬁnﬁnifmmCmmxﬁdCod&afswhoﬂmjwisdieﬁmm(ﬁ}mwngaf
mmﬂw@mwm%mdﬁﬁkmﬂ@)mﬂﬁnmmmmw
paﬂsafA.rticchﬂfwmﬂwmmWMofNﬁchOQfﬂmUnifmCmmmcmial
Mdmmm&mmimcymﬁlhgafﬁwwwmﬁmmg
statement or amendment. In addition, the Secured Party shall be authorized to file notices of its
mmwmmmmmmmmuﬂmﬂm
Patent and Trademark Office. Each Pledgor agrees to furnish any such information to the

Section 4.  Qther Actions. Further to ensure the attachment, perfection and priority of, and
mm&mwpwmmmmm*smmmmmw,
MWWMMMﬂMﬂMwﬁMW.WMMWﬂM&m
with respect to the following Collateral:

{a) Commerc ort Claims. If such Pledgor shall at any time hold or acquire a

%
L

such P shall immedistely notify the Secured Party in a writing
mehwwmwmwmmmmrm.mwmwﬁm
ammmm&wmwmmmmsﬁﬂﬁm@mm
mmmwmmmmmmmummpm.
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lateral. Such Pledgor agrees to take any other action

158 U (%]

(h} s WL | 14
reasonably requested by the Secured to ensurc the attachment, perfection and, priority of,
and the ability of the Secured Party to enforce, the Secured Party’s sccurity interest in any and all
of the Collateral,

(a) mmmmmdwmmmsmP&tymfallm: (a) the
mmm,icga!mmofﬂwmismfmhmﬂmmwywwmﬁﬂmmkm
the Deblor does not conduct and, during the five-year period immediately preceding the date of
MsAmm,wmmm,mmwmmm‘mmTwhmwgy
Selection, Inc., TSET, Inc. and as set forth in the introductory paragraph of this Agreement,
@)%MWWWWMMMWMH&MWI&
(c}ﬂm&bmisarmmmﬁimd(ﬁyﬁwommd,vﬁdiyexisﬁngmdiugnodsmdingundarthe
laws of the State of Nevada, and (d) the Debtor’s place of business is accurately st forth in the

b The Subsidiary represents and warrants to the Secured Party as follows: (a) the
M@Mmdﬁw%ﬁwkmm&mmmwwufmﬁmm
and the Subsidiary docs not conduct and, during the five-year period immediately preceding the
mufwawmvmmmmmy&ademmmmmfmh
mawmmmmmufmw(wmmmnms@mmm«
identification number of the Subsidiary is 91-2046697 (c) the Subsidiary is a corporation, duly
mmmmmmmmmmmwmsmammm
(&)ﬂmsmw*splmafmmismmu&ywtm,inﬁwiwodmymmmhmf.

Covenanis Regarding Legal Statas. Each of the Pledgors covenants with the
Secured Party as follows: (a) witbout providing at least 15 Business Days prior written notice to
the Secured Party, such Pledgor will not change its name, its place of business or, if more than
one, chief executive office, or its mailing address or organizational identification numbser if it has
one, and (b) without providing at least 15 Busincss Days prior written notice to the Secured
Party, such Pledgor will not change its type of organization, jurisdiction of organization or other

¥

Representat] i rranties Reparding Collsteral, Etc. Fach of the
Pledgors further represents and warrants to the Secured Party as follows: (a) such Pledgor is the
owner of the Collateral pledged by it, free from any Lien, except for Permitted Liens, (b) none of
the Collateral pledged by it constituies or is the proceeds of “farm products™ as defined in § 9-
IOZ(a}(‘M)afﬁteUCC,(c)mof’ﬂwwmmldebimsw&hupamobligm&onmyoftha
Collateral pledged by it is a governmental authority covered by the Federal Assignmemt of
Claims Act or like federal, state or local statute or rule in respect of such Collatersl, (d) such
Pledgor does not hold any commercial tort claim, and (¢)to the best of such Pledgor’s
kmwl@gmmhﬂedamhm&aﬂﬁmombdiﬁbuﬁmssmwmﬂiminaﬂmm
respects with all Applicable Laws.

£) * »
EEEIR T LRI

Section83.  Covenamis, ding_Coliaternl Genexally. Each of the Pledgors further
covenants with the Secured Party as follows: (8) other than Permitted Liens, such Pledgor shall
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mdodmmnwmm,maﬁmmexistmyLiuninﬁw(?o!latcmlinfmmofuny
Person, (b) such Pledgor shall keep the Collateral in good order and repair and will not use the
same in violation of any Applicable Law or any policy of insurance thereon, (c) such Pledgor
shall permit the Secured Party, or its designee, to inspect the Collateral at any reasonable time
upon reasonable prior notice, wherever located, and (d) such Pledgor shall not sell, transfer or
oﬂmimdemcﬁ'wMadLM&rmMmdﬁmom&fMCoﬂMwmyimt
ﬂmhmwptfm(i)mlasmdlmwsoﬁwmminﬂwmdimywmafmmmd(ii)m
kms,asmEmtafwmhmmmiﬁmﬁmg,wlesutotherdispositimsof
obsokemmtimnfmﬁmh@naﬁmmufmmﬁmﬁmwtmﬁm.

Section 9. Rights and Remedies. Upon the occurrence and during the continuance of an
Event of Default, the Secured Party, without any other notice to or demand upon the Pledgors,
shall have in any jurisdiction in which enforcement hereof is sought, in addition to the rights and
rane&icaufamm%dpaﬂymd&hﬂﬂﬂmdmyaddiﬁunﬂﬁgﬂsmdwnmdimmmhe
nwidedwnwcmwmmij%mimﬁnmcmw&ammmmfmis
mmimmmgmximmmmmmmofmm;mﬂ,mmm
me?ww,m&mmpmmﬁwmwm&nmmmy
premises on which the Collateral may be situsted and remove the same therefrom. The Secured
Pastymyinitsdimeﬁonmquim&n?hdmﬁomb&eaﬂwanypanufmCcilawralat
such location or locations within the jurisdiction(s) of each Pledgor's principal office(s) or at
such other locations as the Secured Party may reasonably designate. Unless the Collateral is
mﬁshabkwthmmmdwlhmspwdﬂyinvalwmisofatypecmnm‘ilym:ma
mogaﬁndmarkct,the&cumd?myMgiwmﬁw?iﬁdgarsaﬂwstﬁw(ﬁﬂwmm;m
pdorwﬁﬂennoﬁwofﬂwtimemdplmufwypublicsaieofﬁoﬂamalorofﬁntimeaﬁu
which any private sale or any other intended disposition is to be made. FEach of the Pledgors
hereby acknowledges that five (5) Business Days prior written notice of such sale or sales shall
be reasonable notice. In addition, cach of the Pledgors waives any and all rights that it may bave
toaju&icwhwinginmnfmmmnwmnfwmm?my’sﬁmm
remedies hereunder, including, without limitation, its right following an Event of Default to take
immediate possession of the Collateral and to exercise its rights and remedics with respect
thereto.

Section 10. No Waiver by Secured Party, Etc. The Secured Party shall not be deemed to
have waived any of its rights and remedies in respect of the Obligations or the Collateral unless
such waiver shall be in writing and signed by the Secured Party. No delay or omission on the
parmfﬁwﬁecumiPminmmmmyﬁmwmwmﬂlowmawimafsmhﬁm
or remedy or any other right or remedy. A waiver on any one occasion shall not be construed as
a bar to or waiver of any right or remedy on any future occasion. All rights and remedies of the
Secured Party with respect to the Obligations or the Coilateral, whether evidenced hereby or by
wyammmmmm,mwmmaiwmdmbemsiwm
alternatively, successively or concurrently at such time or at such times as the Secured Party
deems expedient.

. Suretvahin Walvers by Yieagors. Each of the Plﬁdsﬁ!‘ﬁ waives dﬁﬁmﬂﬂ, notice,
protest, notice of acceptance of this Agreement, notice of loans made, credit extended, Collateral
received or delivered or other action taken in reliance hereon and all other demands and notices
of each description. With respect 1o both the Obligations and the Collateral, each of the Pledgors
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assents to any extension or postponement of the time of payment or any other indulgence, to any
substitution, exchange or release of or failure to perfect any security interest in any Collateral, to
the addition or release of any party or person primarily or sccondarily lisble, to the acceptance of
Mﬂwmt@mmﬁ%%ﬂm&miﬁmmudjwngafmmﬁaﬂinsuch
manner and at such time or times as the Secured Party may deem advisable. The Secured Party
shall not have any duty as to the collection or protection of the Collateral or any income
ﬂwmﬁnm‘mcmmimofdg&sagammwﬁmwﬂmmmﬁmofmyﬁm
pertaining thereto beyond any dutics imposed by Applicable Law. Each of the Pledgors further
waives any and all other suretyship defenses.

Section 12. Marshalling. The Secured Party shall not be required to marshal any present or
ﬁmmcoiwwmﬁty(hmluﬁngbmmlimwdm&wcmw)fur,mmmmnf
payma&oﬁﬂmﬂbumﬁmwmmyofwmmwmmmhwlwmwmoﬂm
msurmmﬁfpuymemiamxypaﬂiculwmﬂcr,mdnﬂafﬂmﬁghmmdmmedmcfﬂwm
'MmeMrmdofﬁwaumdPMyinwWofmhmnmmtymothm
msmmofpaymtmlibecwmaﬁwmdk}m&mmaﬂomaﬁmmm
however existing or arising. To the extent that it lawfully may, cach of the Pledgors hereby
agreesthathwillwﬁnvoheanyAmlicnbiemrdaﬁagmthemmMﬁngofmﬂmemlwhkh
mwmwymwmmhMMmsmm*smmmm
MAWMWMMyMMMMwWWmWﬂFMHWMW
mdawhi@hmyofmeﬂb&ipﬁmsisammdhgmbymchmyofﬂwowmmismm&
mmym@*ﬁawfkmmmw&emﬂmkhwﬁﬂym‘m@ﬁw
Pledgors hereby irrevocably waives the benefits of all such laws.

*

Section 13. ] tions; Expeases. The Pledgors. jointly and severnlly, agree
wwywmsmMmemdlmmmlwmw’mm
mmmmﬁmwwmmmmhmmmmfmmgm
SmdParty‘sﬁghlsan&mmdi%undawinmpwtufmyofdwﬁbiigﬁiommmyof&w
Collateral. Aﬁmdeductingaﬂofnﬁexmdwmﬁdmufmymceedsofmlmmmsa}e
arothmdisposiﬁonaf&lhﬂeml%totbemmﬁmmﬂymoeivedinmh,beappﬁedmdm
Wof&%ﬁpﬁmmmmmmmewMMymmm
pmperd!cwmcemdwvisinnbeingnmdefmm()blig&ﬁmnﬂﬁwndw. Upon the final
mmmwd%ﬁs&cﬁmmmﬂ(ufaﬂufmc%ﬁwmwaﬁamﬁmeymmM
by Sections 9-608(a)}(1XC) or 9-615(a)3) of the UCC, any excess shall be returned to the
Pledgors. [n the absence of final payment and satisfaction in full of all of the Obligations, the

Section 14. Governing Law; to THIS AGREEMENT IS
INTENDED TO TAKE EFFECT AS A SEALED INSTRUMENT AND SHALL BE
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
STATE OF NEW YORK WITHOUT REGARD TO THE CONFLICT OF LAW

preeds of Mspont

I AS-AY LR BESSE S S

Amendments. Etc. No amendment or waiver of any provision of this Agreement
or consent to any departure by cither of the Pledgors herefrom shall in any event be effective

unless the same shall be in writing and signed by the parties hereto, and then such waiver or
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consent shall be effective only in the specific instance and for the specific purpose for which
given,

Section 16. Notices. Unless otherwise provided herein, communications provided for
mmwiwmwﬁﬁngmmmmmmmmmwmmm,mmm
at its address for notices set forth in the Note (and in the case of the Subsidiary, to the address of
the Debtor set forth in the Note), or, as to each party, at such other address as shall be designated
by such party in a written notice to the other parties. All such notices and other communications
mmwmmmmmmwmmd@ﬁmmmmﬁww
ewﬁﬁudmdl(pmmgepwpﬁdmdmmeigtmqmdlmbymmghtmuﬁmmimm
faxed (transmission confirmed), or otherwise actually received.

Section 17. Seversbility. Whenever possible, each provision of this Agreement shall be
inwrpmwdinmchnmmrasmbeeﬁ‘wﬁwmﬂwﬁdundwmmicahlc Law, but if any
WMMMAWMRMMWMWWWMIeumm
pmﬁx%mssh&ﬂbehw%cﬁvem!ymtheexm#mhmﬁhiﬁoumiwﬂidﬂy.wm
invalidating the remainder of such provisions or the remaining provisions of this Agreement.

Coungerparts. This Agreement may be executed in several counterparts, each of
which shall be an original and all of which, taken together, shall constitute but onc and the same
instrument.

Section 19,  Misccllancous. The headings of cach section of this Agreement are for
convenience only and shall not define or limit the provisions thereof. This Agreement and all
mmmnmmmmmmmammmmmm
and assigns (including, without limitation, trustees and liquidators), and shall inure to the benefit
afﬁeﬁwmdhﬁmdﬁsmmdnﬁm(mdﬁin&ﬁﬂmﬁﬁnﬁhﬁm&uﬁwsm&
liquidators).

[Signatures on Next Page|
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mmmwm,mﬂfwmﬁmmmmm
m%wwummmdﬁmmwwmm
authorized officer as of the day first above writicn.

KRONOS ADVANCED TECHNOLOGIES,
INC.

Richard A. San

FRED R. GUMBINNER LIVING TRUST

By:

Title:

PATENT
REEL: 019289 FRAME: 0668



HP' 30 0; 02-3;P Rlcllald A. Su'l 1 70 93; 39 P.2

IN WITNESS WHEREOF, each of the Secured Party and the Pledgors has
caused this Agreement to be duly executed and delivered under seal by its duly
£ the day first above written.

authorized officer as ©
KRONOS ADVANCED TECHNOLOGIES,
INC.

By:

Name:
Title:

KRONOS AIR TECHNOLOGIES, INC.

By:

Name:
Title:

chard A. Sun

FRED R. GUMBINNER LIVING TRUST

By:

Name:
Title:

AGE 2/2* RCVD AT 4/30/2 7 o . g
P ¢ T4 007 2:37:19 PM
P [Emelll Dayllght "lllel SVR:TCO-RIGHTFAX/0 * DNIS:5 * C8ID:1 703 937 3928 DURATION (mm-s$):00-56
( )
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MAY-01-2007 TUE 07:00 AM

IN WITNESS WHEREOF, each of the Secured Party and the Pledgors has
caused this Agreement to be duly executed and delivered under seal by its duly
authorized officer as of the day first above written.

RECORDED: 05/14/2007

KRONOS ADVANCED TECHNOLOGIES,
INC.

By:
Name:

Title:

KRONOS AIR TECHNOLOGIES, INC.

By:

Name:
Title:

Richard A. Sun

FRED R. GUMBINNER LIVING TRUST

Name: Fred Gowm braner
Title: Trustee
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