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PATENT SECURITY AGREEMENT

THIS PATENT SECURITY AGREEMENT (the "Agreement") made as of
this 3rd day of May, 2010, by Arnold Magnetic Technologies Corporation, a Delaware
corporation ("Arnold"), The Arnold Engineering Co., an Illinois corporation ("Arnold
Engineering"), Flexmag Industries, Inc., an Ohio corporation ("Flexmag"), Magnetic
Technologies Corporation, a Delaware corporation ("Magnetic Technologies”; Arnold,
Amold Engineering, Flexmag and Magnetic Technologies being referred to collectively as
"Borrowers”, and each as a "Borrower"), Arnold Magnetic Technologies Holdings
Corporation, a Delaware corporation ("Holdings"), Arnold Investments, Ltd., a Delaware
corporation ("Arnold Investments"), Arnold Magnetic Technologies UK, LLC, a Delaware
limited liability company ("Arnold UK") and Precision Magnetics LLC, a Delaware limited
liability company ("Precision Magnetics"; the Borrowers and each of Holdings, Arnold
Investments, Armold UK and Precision Magnetics being referred to collectively as
"Grantors”, and each as a "Grantor"), in favor of LBC Credit Partners II, L.P., in its capacity
as Administrative Agent under the Credit Agreement described below ("Grantee"):

WITNESSETH

WHEREAS, Borrowers, Grantee and Lenders are parties to a certain Credit
Agreement of even date herewith (as the same may be amended or otherwise modified from
time to time, the "Credit Agreement") providing for the extensions of credit to be made to
Borrowers by Lenders;

WHEREAS, each of the Grantors (other than the Borrowers) has executed and
delivered to Grantee, for its benefit and the benefit of the Lenders, a certain Guaranty of even
date herewith, pursuant to which such Grantors have guarantied the Obligations on the terms
and provisions set forth therein;

WHEREAS, pursuant to the terms of a certain Security Agreement of even
date herewith between Grantors and Grantee (as the same may be amended or otherwise
modified from time to time, the "Security Agreement"), each Grantor has granted to Grantee,
for the benefit of Lenders, a security interest in substantially all of the assets of such Grantor
including all right, title and interest of such Grantor in, to and under all now owned and
hereafter acquired Patents (as defined in. the Security Agreement), and all products and
proceeds thereof, to secure the payment and performance of the Obligations;

NOW, THEREFORE, in consideration of the premises set forth herein and for
other good and valuable consideration, receipt and sufficiency of which are hereby
acknowledged, each Grantor agrees as follows:

l. Incorporation of Credit Agreement and Security Agreement. The Credit
Agreement and Security Agreement and the terms and provisions thereof are hereby
incorporated herein in their entirety by this reference thereto. All terms capitalized but not
otherwise defined herein shall have the same meanings herein as in the Security Agreement.

2. Grant and Reaffirmation of Grant of Security Interests. To secure the

payment and performance of the Obligations, each Grantor hereby grants to Grantee, for its
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benefit and the benefit of Lenders, and hereby reaffirms its prior grant pursuant to the
Security Agreement of, a continuing security interest in such Grantor's entire right, title and
interest in and to the following (all of the following items or types of property being herein

collectively referred to as the "Patent Collateral"), whether now owned or existing and
hereafter created, acquired or arising:

(i) each Patent and application for Patent listed on Schedule 1

annexed hereto, together with any reissues, continuations or extensions
thereof; and

(i)  all products and proceeds of the foregoing, including, without
limitation, any claim by such Grantor against third parties for past, present or
future infringement of any Patent.
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IN WITNESS WHEREOQF, each Grantor has duly executed this Agreement as
of the date first written above.

GRANTORS:

ARNOLD MAGNETIC TECHNOLOGIES
CORPORATION

By: m«Dan O
Name: mam_wsnmm
Title: mm

By: __ {
Namen'
Title:

MAG

By:
Name:
Title:

ARNOLD MAGNETIC TECHNOLOGIES HOLDINGS
CORPORATION

By:
Name:
Title:

Signature Page to Patent Security Agreement
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by s et ra

IN WITNESS WHEREOF, each Grantor has duly executed this Agreement as” ~

of the date first written above.

Signature Page to Patent Scourity Agreement

GRANTORS:

ARNOLD MAGNETIC TECHNOLOGIES
CORPORATION

By:
Name:
Title:

THE ARNOLD ENGINEERING CO.

Ry

By:
Names;
Title:

FLEXMAG INDUSTRIES, INC.

By:
Name;
Title:

MAGNETIC TECHNOLOGIES CORPORATION

By:
Name:
Title:

ARNOLD MAGNETIC TECHNOLOGIES HOLDINGS
CORPORATION
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Agreed and Accepted
As of the Date First Written Above

LBC CREDIT PARTNERS I L.P.,
as Administrative Agent

By

ARNOLD INVESTMENTS, LTD.

ARNOLD MAGNETIC TECHNOLOGIES UK, LLC

By: %% !,\;L
Name: P

)

T o0¢

Title: '(‘L

v

L g

PRECISION MAGNETICS LLC

By: Nluu &-7 M

Name: ‘Y\ 10

Title:

Name

Title

Signature Page to Patent Security Agreement

PATENT
REEL: 024329 FRAME: 0259



ARNOLD INVESTMENTS, LTD.

By:

Name:

Title:

ARNOLD MAGNETIC TECHNOLOGIES UK, LLC

By: -
Name:
Title:
PRECISION MAGNETICS LLC
By:
Name:
Title:
Agreed and Accepted
As of the Date First Written Above
LBC CREDIT PARTNERSII, L.P.,
as Administrative Agent
By m ?2
Name David E. Fraimow
Title Vice President

Signature Page 10 Palent Security Agrecment
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