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INTELLECTUAL PROPERTY SECURITY AGREEMENT

THIS INTELLECTUAL PROPERTY SECURITY AGREEMENT {the “Apreement™),
dated as of August 31, 2007, is made by cuch of DIGITAL ANGEL CORPORATION, a
Wissesols vorporatios {"BATC™ and FEARING MANUFACTURING CG., INC, {"FME™ aud
wigether with DO and DATC, the “Grantors™ and each, & "Uraaiar™, in favor of KALLINA
CORPORATION {"Lender™)

WHEREAS, pursuamst to that certain Scourity Agresment dated as of the date hereof by
and bebwsen Grantms (collestively, the “Bomowers™) and Lender {3z from time to tme
amended, restated, supplamented or atherwise modified, the “Seoumty Agreement™), Londer has

WHEREAS, Lander is willing to onter info the Security Agreement, bul ondy upon the
sondition, among others, that ssch Grastor shafl have oxecuted and deliversd to Lassder this
Sgrosment;

RNOW, THERBFORE, in considerstion of the premises and motual covensets bersin
contained sod for sther pood wud valsable consideration, the recsipt and sufficicncy of which sre
herehy scknowledged, each Gramor herehy agrees s follows:

Segtion DEFINED TERMS.

{] Whes used heoreln the following terms shalf bave the following mesnings:

“Copyophts™ means afl copyrights arising ender the laws of the Unjted States, any other
ety oF any politen! swbdivision thereof, whether registercd or unregistered and whother
oublished or unpublished, all registrations and recordings thereof, snd ol spplicatons in
sonnectios therewith, including & registrations, secordings and applications ia the United States
Copyripht U8 ee, snd the ripht to obtain all resewals of sy of the foregoing,

“Copyrieht Licepses™ means all weittey agrocments naming any Grantor &8 Ucensor of
licensee, granting auy right ender amy Copyright, including the grant of fghts o eassfactirs,
distribute, caploit and self materials derived fos sny Copyright.

“Creneral Intangibles™ shall have the meaning provided thereto in Section $-102 of the
L0, as mnended, restated or otheradse modified from tises to ime.

owing by each Company and cach of its Eligihle Subsidiaries o Lender {or any corposstion shat
dipecily or mdirectly controls or is controlled by oy is under common sonirol with Lender), other
than those stising wnder the Bogistmtion Rights Apreemnent of the Warrant, of svery kind and
deseription {whether or nod evidenoed by any note or other nstrurnent sl whether or not for the
payment of mongy of the performance or non-performance of any act), divect o fndivest,
absolute or contingent, due of o become due, contractus) of fortowus, iquidsted or unliguidated,
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whsther existing by opevation of law or otherwise now existing or heresfter arisiayg Including any
debt, Bakility or obligation owing from miy Company aidior sack of Hs Eligible Subsidiaries to
olbers which Lendey may beve obtained by assignment or otherwise and firther including all
wmderes! (ineluding inferest scovwing st the shen apphicabls rate provided in the Security
Agreomant sfter the matynity of the Loans asd interest scorping a8t the then applicsble rete
prowided in e Security Agveepsent after the filing of sny petition i bandeaptey, o e
commencement of any msolvency, reocganization of ke proceeding, whether or not a claim for
post-tng or post-pelition wterest is alowed or allowsble is such procceding), chesges or sny
otiver paymetits esch Company asd each of its Elipible Subsidiaries is requived to make by taw o
otherwise arising under of as 2 result of the Seccurity Apreemest, the Ancillay Agrecmoents
frfler thas e Registeation Ripits Aprecment or the Warrant) or atherwise, Kﬁgﬂh&t’ with all
sasonable expenses and roasonable attermeys® fees charpeable o the Companies’ or any of Guedr
Eligible Sebsidiaries’ aecounts or incurnsd by Lender in conpection therewith,

"Patenls™ means (a) ail lefters patent of the United States, ssy other cowntry or mw
politiasl subdivision thereof, and 23 refssues and exyensiops of sach letters patent, (b} all
applications for htters pasent of the Unted States or any other county and all divistons,
opntistatiens and copdnuations-in-part thﬁﬁui gnd {o} all rights to oblain any reissues of
sxtensions of the foregoing.

“Patent deenses™ means all apreements, whether written or oral, providing for the granl
by or to any Graotor of any fght to sssufacture, wse o1 sell any isvention sovered {n whole or in
vart by & Fatemt,

“Trademarks” sweans (o) 8 trodemarks, trade names, corparale sanes, DUSICSS Names,
fictitious busimesa names, tade styles, servicos mearks, fogos and ofber sowree o busisess
sdentifiers, and all goodwill associsted fevewith, aow existing or hereufter sdopted or mx;um:d
alk registrations and reeondings theveot, and all appiae:mgms in connecticn therewith, whether in
the L mi{e{l States Patent and Trademark Office or i any similer office or agency of the Usited
States, any State thereof or any other country or political subdivision thereef, or otheraise, snd
alf eommon-law rights thereto, and (I} the right to obiuin afl renewals thereof,

“Trademass Liconses® moans, collectively, sach agreemest, whether written or oral,
providing for the prant by os to asiy Grantor of soy right to use any Trademark,

SLICE™ shall have the meaning peosvided thereto in the Seownty Agrvement,

{hy Al copitalized terms used but not atherwise defined beveid have the meanings
glves to Shem in the Scounty Agreement.

Sectivn 2. GRANT OF SECURITY INTEREST IN INTELLECTUAL PROPERTY
O LATEHAL. To secwe the complets and tmely payment of all the ﬂbngamm of such
Granter row oy heresfler existing from Hme W e, cach Grastor herchy grasts to Lander a
coztinuing fest priceity security interest in el of such Grastur's right, tithe and interest in, do and
L[r\dﬂr the ﬁn]Enwmg, whether presently sxisting or hereafter sresied or soguired (collsctively, the
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{a) a8 of ity Prients and Patest Licenses to which it &5 o party
inchudiing those neferred to on Schedule § hereto;

i a¥ of its Trademarks snd Trademark Licenses bo which it ds & pacty
including those referred to oo Schedule 13 bersto;

{=}  all of ity Copyripghts snd Cepyright Licenses to whick i 35 8 perty
wmeluding those referred to on Jchedule IIF hareto;

{dy all of the Patents, Trademarks and Copyrights identified i
Schedude L Schedule H oand Sehedule §§E respectively, that are material o s
brsinesy ar operations, as sefermed o on Schedule TV hereto, sald Schedute TV,
topather with wpdated Schedules 1, H and I, to be provided to Lender within 43
days of the execution of this Agreoment;

{z}  all redssues, continuations or extensions of the Rregoing,

i} all poodwill of the busivess conmected with the wse of, and
symbolized by, each Patent, wsch Petent Licenss, each Trademuark, cach
Trademark Liceose, cach Copyvipht and each Copyright License; and

(&) &l products and proceeds of the foregoing, ncluding, withowt
{imitation, acy chim by such Grantor against thisd parties Yor past, present or
fivtwre {i} infispovent or difstion of any Pslent or Patent liconsed under any
Pubesst Licsnse, (i} injury 0 the goodwill associated with any Patent or any Patent
Hoemsed under any Patent License, (i) infringersant or dijwtion of sny Trademerk
or Trademerk licensed ssder agy Trademark License, (3) injury to the goodwiill
associated with any Trademark or snv Trademerk Hemmsed snder any Trademark
[doemae, {v) inSinpement or dilution of any Copyright or Copyright licensed
under any Copyright Licesse, und {v) injury o the goodwill assoctated with any
Copyright or any Copyright ficensed under any Copyright License.

Section 3, REPEESENTATIONS AND WARRANTIES, Fach Grantor sepressnty
s warrants that Orantor does not have any imtersst in, or titie do, any Patesty, Tradowmark ot
Cipyright except s set forth in Schedule I, Scheduls 1§ and Schedule S respectively, hereso.
Sranior's Patents, Trademarks and Copyrights are valid asd enforceable, are wolely vwaed by
Eirantor and there i o claim that the use of say of them violates the rights of any hird persos.
This Aprecment iz cffective to create a valid and continuing lien on and perfocted sccurity
interssts in faver of Lender in all of Grantor's Fatents, Trademarks and Copvrights and sueh
pertested security imterests are enforceable §s soch a8 sgainst any smd afl cosditors of, aud
ourchasers from, Grastor. Upon filing of this Inteliectual Property Security Agressnent with the
Linited Stetes Patent sod Tradesnark OfSee and the Usited States Copyright Offfics amd the filing
of appropriste Gnancing stalements, al actich necessery or desivable o protect and parfect
Lender’s Lien on psel Grsotor’s Patents, Trademarks snd Copyrights shall e boen duly taken,
including clearing up sny gaps or insccusacies in the chain of ttie in the Patents, Trademuscks and
Copyrights identified in Schedules I, H and I respectively, at the sole cost of Orantor, which
scton shall tske place witlin 45 days of the execution of this Agrecment.

Led
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Section 4. COVENANTS. Each Grantor covenants and agrees with Lender that from
and after the date of this Agroamest

fud  Crestor shall eotidy Londer momediately i it knows or has messon
to knww that any application or registration relating o any Patent, Trademirk or
Ciopyright {now or beresfter existing) thet is material fo the condect of its
husiness or operaticns may become shandoned or dedicated, or of sny adverse
detorsringtion ov developrosst {including the imstituion of, or asy such
determidetion or development in, aoy proceeding in the Limited Stetes Pateat and
Trademark Office, the United States Copyright Ofice or any similar forsign
office of ageney or Bny courf) reparding Grantos's ownership of sny Patend,
Yrademarsk of Copvripght thet is malers] o the conduct of s business or
ngevetions, s rght to register e same, oF b kewp aod niiagntatn the same.

® - In the event Grantor, cither direcily or through apy agen,
employes, Hemnsee or desigoee, fles an applicetion for the sepiseation of any
Patent, Trademark or Copyright with the Usdted States Patent and Trademack
Qffice of the United States Copyright Office or any similer office or agency aftey
{he effective date of this Agresment, Geantor shall provide Lender writien notice
thereof, and, upon reguest of Lender, Grantor shall excewte snd deliver »
supplemeat hereto (in form and sobstance sstisfactory to Lender) to evidence
Lemder's Ben on such Patent, Trademark or Copyeipht, and the Generd
Intamgibles of Crunter refating therete or represeatsd thereby.

(&} Ciranter shall take 2l commercially reasonsbie sctions necessary o
requested by Lender to maimtais and parsuc such applicaton, to oblwn the
relevant registration snd to maintain the mgiﬁ:raxticrﬂ of each of the Patents or
Trademarks {gow oF hereafter existing} which spplications apd rugistrations are
maseriad to the vonduct of s business or Gperatmni; {nehsdisng, but not limated to,
the filing of spplicstions for renewsl, affidavits of wse, aflidavils of
nonsontestability and opposition and interference and cancellation groecedings.
Grantor shall also, spon Lender's request, execute asy necesssry documents o
evidenae Lender's Hen on Grantor's Patents, Trademarks aod Copyrpgits.

() In the event thut any of the Inteliectssl Property that is matenal to
the conduct of its business or operstions it inftinged upon, or miseppropristed or
diluted by a thind party, Granter shall notify Lender promptly after Gransor learns
thersof,  Granior shall take sl commeveinlly reasoneblie schions to protect such
Iefellectual Property and o seek sny and al] damages for sweh infringesent,
misappropsiation or diluticn..

Section 3. SECLRITY AGREEMENT, Tus seourity imferesty granted pursuant to
this Agreement sre pranted in conjumction with the semurity inferests granted to Lender by cach
Girantor purssant b the Security Agreement. Hach Orentor Bereby acknowledges and affirms
thiat 12e rights and remedies of Lender with sespect 1o the security interest in the Collaters] made
arl pranted Bersby are more fully sct forth in the Security Agresmest, the termd sod provisions
of which are incorporated by reference herein as if fully set forth hereln.
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Seotien 4. REINSTATEMENT. This Agreement shall remain in full fover and effect
and continge o be effective should any peliion be {ied by or against asy Grantor for leguidation
o renrganization, showld any Granter becores insolvent or make an assignment for the benefit of
any crediter or ereditors o should & Teceiver or tnustee be nppolnted for al! ae wy significant part
of such Gramos's savets, and shall continue to be effective or be reinstated, as the cese may be, i
st wy time peyment and performsance of the Dblipatioas, or asy part thereo, i, pursuant 1w
applivahle law, rescinded or reduced in wmowat, of must ofherwise be restored or returmed by any
oblipee of the Obligatons, whether as a “voidable preforence,” “fraudulent conveyuneg,” or
atherwise, ali &5 Siough such paywment or performance had not been made. Ib the event el aay
guyment, o any part thereof, is rescinded, reduced, vestored or returned, the Obligativns shali be
reinstated 1nd decmed reduced caly by such amount paid and sot so rescinded, reduced, restored
or Tetarned.,

Secsion Y, NDEMRIFICATION. {A} Each Grantor assumes all responsibility asd
Vability wising Sowe the use of the Patents, Trademarks andfor Copytights and each Grassor
Tevelry indemnifies snd kolds Lender hanmiess from and agesast any claim, sult, doss, damage or
sxpense Gneluding ressonsble attomeys’ foes) arising out of such Grastor's operations of its

usiness from the wse of the Patents, Trademarks andfor Copyrights. {BY In any suit, procesding
ar sction brought by Lender under any Patent License, Trademark ficense or Copwight Licengs
Sor any sum owing thereunder, or to enforee any provisions of such Hoense, such Granter will
indemnify and ksep Lender harmisss from asd sgainst all expensc, foss or Sasaags suffered by
reasod of any defesse, sot off, cowmterclaim, recoupment or reduction or lighility whatsoever of
the cbliges thorunder, arising owt of a breack of aoy Grantor of any obligsiion thoerannder or
srising st of eny other sgreemneny, indebtedness or liabslity at any tme owing o or in faver of
suih obliger oF i suceessors from such Grantor, and abl such obligations of any Crvantay ghall be
el remaie sndorceshle spaingt snd only sgainst such Orantor and shall oot be euforreable
against Lender.

Rection 8. NOTICES. Whenever it i3 provided hercin that amy notice, despand,
requesst, consent, spproval, deciarstion wr ofhey Communication shadl o may be given o or
sevved upon sy of the parties by any other party, of whenever any of the parties desives to give
and serve GRGn ANy other party any communication with respect to this Agreemsnt, sach such
nctics, demand, reguest, consent, approval, declsration of ather comeosanication shall be in
writhuy and shalf be given v the manoer, and deemed megived, as provided 1oy fn the Seoenty
Agresmest, )

Reotion 9. TERMENATION OF THIS AGREEMENT. Subjert tn Section & boveot,
ihis Apveement shal] torminate wpon payment in full in cash of all Obligations and Irrevocable

termingtios of the Security Agresment.

Section 10, COUNTERPARTS. This Agrcoment may be sxecuted in sy sumber of
consnterparts, sechs of which shall be as original, but ] of which shall constituto one instrurnent,
Tt §¢ undersood and agreed that i Mcsimile copies of this Agrozment bearing facsrmile
siguanies are exchanged betweon the parties hercto, such copies shall in afl respecis have the
same weight, foroe and lupal effect and shall be fully as valid, binding, snd enforeesbie a8 ¥ suck
signed facsimile copies were osiginal doruments boaring origsnal signsmre.

ko)
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