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| \“PY Security Agreement

This SECURITY AGREEMENT, dated as of | 8<". 22_. , 2010 (the “Security
Agreement”) is by and among HI3 Composité Technologies, L.L.C C., an Arizona limited
lisbility company, James J . Butler, individuslly, and John Nighswander, individually
(collectively referred to as the “Debtor”), and Commerce Bank of Arizona, an Arizona
corporation authorized to do business in Arizona (the “Secured Party).

WHERKEAS, the Debtor executed a promissory note dated as of August 27, 2007, in the
principal amount of $300,000.00, amended by that certain Bxiension Agresment dated
September 24, 2008, which was amended by that certain Change in Terms and Extension
Apgreement dated November 19, 2008, that certain Extension Agreement dated November 10,
2009, that certain Bxtension Agreement dated December 22, 2009, that certain Change in Terms
and Extension Agreement dated Febrary 17, 2010, that certain Extension Agreement dated July
23, 2010, and that certain Extension Agreement dated November 10, 2010 (“Note 17), pursuant
to which the Secured Party, subject to the terms and conditions of Note 1, as amended, made a

loan to the Debtor, the current outstanding balance ~f which is, as of November 10, 2010,
$168,244.77; and

WHEREAS, the Debtor executed a promissory note dated as of March 5, 2010, in the
principal amount of $47,541.00, which was amended by that certain Extension Agreement dated
July 23, 2010, and that certain Extension Agreement dated November 10, 2010 (“Nate 2)
pursuant to which the Secured Party, subject o the terms and conditions of Note 2, as amended,

made a loan to the Debtor, the current outstanding balance of which i is, as of November 10, 2010,
342,748.34; and

WHEREAS, the debt memorialized by Note 1 and Note 2 (heréin individually or together
referred to as ‘Notes) is herein referred to as the “Loan™; and

WHEREAS, it is a condition precedent to the Secured Party’s making the Loan to the
Debtor under the Notes that the Debtor execute and deliver to the Secured Party a security
agreement in substantially the form hereof; and

WHEREAS, the Debtor wishes to grant a security interest in favor of the Secured Party
as herein provided.

NOW, THEREFORE, in consideration of the promises contained herein and for other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the parties herefo agree as follows:

1. Definitions. All capitalized terms used herein without dsfinitions shall have the
respective meanings provided therefore in the Notes. The term “State,” as used herein, means
the State of Arizona. All terms defined in the Uniform Commereial Code of the State and used
herein shall have the same definitions herein as specified therein. However, if a term is defined
in Axticle 9 of the Uniform Commercial Code of the State differently than in another Article of
the Uniform Commercial Code of the State, the term has the meaning specified in Article 9.

i
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1.1 “Qbligations,” as used herein, means all of the indebtedness, obligations, and
liabilities of the Debtor to the Secured Party, individually or collectively, whether direct or
indirect, joint or several, absolute or contingent, due or to become due, now existing or hersafter
arising nnder or in respect of the Notes, any promissory notes or other instruments or agreements
executed and delivered pursuant thereio or in connection therewith or this Security Agreement,
includiog the full and timely payment of all amounts due and payable by Debtor to Secured
Party, now or hereafter in effect between Debtor and Secured Party, whether such amounts are
due and payable on the date(s) scheduled therefor or otherwise.

1.2  “Bvent of Default” as used herem, means the occurence of any of the following
‘events or conditions undey this Security Agreement:

(a)  Any failure to pay any principal, interest or any other amount under the
Notes, or any of the Related Documents, when the same becomes due and payable, and which
_failure is not cured within ten (10) days, after written notice to Borrower.

®) Any failure or neglect to perform or observe any of the cbvenants,
conditions ox provisions of the Notes, this Security Agreement or any of the other Related

Documents and such failure or neglect continnes wnremedied for thirty (30) days, after written
" notige to Borrower.

(¢)  Any warraaty, representation or statsment contained in the Notes, this
Secwurity Agreement or any of the Related Documents, or made or fumished to Secured Party by
or on behalf of the Debtor, that is or is proven to have been false in any material respect when
made or funished or when deemed to have been made or furnished.

(@  The filing by Debtor (or if filed against Debtor to which Debtor acquiesces
or that is not dismissed within sixty (60) days afler the filing thereof) of any proceeding under
the federal bankruptcy laws now or hiereafier existing or any other similar statute now or
hereafter in effect; the entry of an order for relief under such laws with respect to Debtor; or the

appointment of a receiver, trustee, custodian or conservator of all or any part of the assets of
Debtor.

(&) The msalvency of Debtor or the execution by Debtor of an assignment for
the benefit of creditors; or the convening by Debtor of a meeting of its creditors, or any class
thereof, for purposes of effecting a moratorium upon or extension or composition of its debts; or

the faitare of Debtor to pay its debis as they mature; or if Debtor is generally not paymg its debis
as they mature., ‘

§3) The admissions in writing by Debtor that it is unable to pay its debts as
they mature or that if is generally not paying its debts as they mature,

(g)  The liquidation, termination or dissolution of Debtor.

(h)  Other than subordinated debts specifically permitted under the Related
Documexts, or unless Lender has agreed in writing, Debtor does any of the following with the
Collateral: () makes any voluntary transfer of any Collateral (defined below) other than to

2
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affiliates of Debtor upon providing thirty (30) days prior written notice to Secured Party; (ii)
grants any other interest in or right to any Collateral; (iii) any Lien or Encumbrance exists or is
placed on Collateral, now or hereafter, voluntarily or involunbarily, in favor of any Person other
than Secured Party, (iv) any Collateral or any inferest in or right to Collateral becomes vested in
any Person, other than Debtor and Secured X’arty whether voluntarily er involuntarily, or (v) any
Financing Statement covering any Collateral is filed in favor of any Person other than Secured
Paty.

7 ® Giving of notice of a sale under the Uniform Commercial Code,
foreclosure on the Real Property by notice and sale or by judicial foreclosure under a deed of
trust, or any other action by any person, other than Secured Party, to realize upon any Collateral
under any lien or encumbzsnce, regardless of whether such lien or encurnbrance is specifically
permitted under the Notes and the Related Documents and regardless of whether junior or senior
1o this Security Interest granted under this Security Agreement and the Related Documents,

()  Any orall Collateral ceases to be in the exclusive control or possession of
Debtor. '

(&}  Any Collateral violates any law, ordinance, regulation or ruls, whether
federal, state, local or foreign.

Y] Any levy or execution upon or judicial seizurs of any portion of any of the
Collateral, .

~ (m) Any attachment or garnishment of or the existence of filing of any lien or
encumbrance against any portion of the Collateral thet is not removed, bonded over of reledsed
within fifteen (1 5) days after its creation.

- {n) The institution of any legal action or proceeding to enforce any lien or
encumbrance upon any portion of any of the Collateral that is not disrnissed or bonded over
within fifteen (15) days after its institution.

(o)  The occurrence of any Event of Default under the Notes, this Security
Agreement or any of the Related Documents,

(p)  The ocourrence of any adverse change in the financial condition of Debtdr |
that Secured Party, in its reasonable discretion, deems material, or if Secured Patty in good faith

believes that the prospect of payment or performance by Debtor of its obligations in connection
with the Loan i3 fmpaired.

1.3  “Related Documents,” as used hersin, means the following documents; all
promissory notes, credit agreements, loan agreements, environmental agreements, guaranties,
security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other
instruments and agreements and documents, whether now or hereafter existing, executed in
connection with the Loan or the Obligations, including, but not limited to the agreements and
instruments of even date herowith executed in connection with or relating to the Loan by Secured
Party to Borrower including: amended Financing Statement and an Assignment of Patent.

3
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2. Grant of Security Interest. The Debtor hersby grants to the Sceured Party, to secure the
payment and performance in full of all of the Obligations, & security interest in and so pledges
and assigns to the Secured Party the assets, interests and rights of the Debtor, wherever located,
whether now owned or hereafter acquired or arising, and all proceeds and products thereof 88

provided on Exhibit “A” which is attached to thxs Secrumy Agreement and incorporated by this -
reference (the “Collateral™).

3. Authotizaﬁon to File Financing Statements. The Debtor hereby irrevocably anthorizes
the Secured Party at any time and from time to titme to file in any filing office in any Uniform
Commercial Code jurisdiction any initial financing statements and amendments thereto that:

()  indicate the Collaters]

@ as assets of the Debtor or words of similar effect, regardless of
whether any particular agset comprised in the Collateral falls within the scope of Article 9 of the
Uniform Commercial Code of the State or such jurisdiction, or

(i)  as being of an equal or lesser scope or with greater detail, and

(b}  provide any other information reqmred by part 5 of Article 9 of the
Umform Commetrcial Code of the State, or such other jurisdiction, for the sufficiency or filing
office acceptance of any financing statement or amendment, including

® whether the Debtor is an organization, the type of organization ;and
any organizational identification number issued to the Debtor and,

()  in the case of a financing statement filed as a fixture filing, a
sufficient description of real property to which the Collateral relates. The Debtor agrees to
furnish any such information to the Secured Party promptly upon the Secured Party's request.
The Debtor also ratifies its authorization for the Secured Party to have filed in any Uniform

Commercial Code ;unsd:mtwn any like initial financing statements or amendments thereto if filed
prior to the date hereof.

4,  Debtor's Walvers and Responsibilities. Exceptas otherwxse required under this
" Security Agreemant the Related Documents, or by apphcable iaw:

(8)  Debtor agrees that Secured Party need not tell Debtor about any action or
inaction Secured Party takes in connection with this Security Agreement;

. (b)  Debtor assumes the r‘esp'onsibﬁity for being and keeping informed about
_the Collateral; and

(©)  Debtor waives any defenses that may arise because of any action or
‘inaction of Secured Party, including without limitation any failure of Secured Party in raalxzmg
upon the Collateral, and Debtor egrees to remain liable tnder the Notes no matter what action
Secured Party takes or fails to taks under this Security Agreement.
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5.  Qther Actions as to Any and All Collateral, The Debtor agrees, at the féquest and
option of the Secured Party, to take any and all other actions the Secured Party may determine fo
be necessary or useful for the attachment, perfection, and first priority of, and the ability of the

Secured Party to enforce, the Sccurad Party‘s security interest in any and all of the Collateral,
including, without limitation,

(a) executing, delivering, and filing with the United States Patent and

Tradernark Office this Security Agreement and an Assignment of interest in the Coﬂatera! to the
cxtent, if any, that the Debtor’s signature thereon is required therefor,

(b)  executing, delivering, and, where appropriate, filing financing statements
and amendments relating thereto under the Uniform Commercial Code, to the extent, if any, that
the Debtor’s signature thereon is required therefor,

(c) causingthe Secured Party's name to be soted a5 secured party on any
certificate of title for a tiled geod if such notation is 2 condition to attachment, perfoction or

priority of, or ability of the Secured Party to enforce the Secured Party’s secnrity interest in such
Collnteral,

(@  complying with any provision of any statute, regulation or treaty of the
United States s to any Collateral if compliance with such provision is a condition to attachment,

perfection or priority of, or abilily of the Secured Party to enforce the Secured Party’s security
interest in such Collateral,

(¢)  obtaining governmental and other :hirdl party waivers, consents, and
approvals in form and substance eatisfactory to Secured Party, including, without limitation, any
consent of any licensor, lessor or other person obiigated on Collateral,

) ob!nm:ng waivers from mortgagees and landlords in form and substance
: sansfactcry to ﬂm Secured Party, and

(g) - taking all actions under any earlier versions of the Uniform Commercial
Code or under any other law, as reasonably determined by the Secured Party to be applicable in
any relevant Um_fﬁm Commercial Code or other jurisdiction, tncluding any forsign jurisdiction.

6. Relation to Other Secarity Docnments, The provisions of this Security Agreement
supplement the provisions of any real estate mortgage or deed of trust granted by the Debfor to
the Secured Party that secures the payment or pexformance of any of the Obligations. Nothing
contninied in any such real estate mortgage or deed of trust shall demgate. from any of the rights
or remedms of the Secured Party hereunder.

7. = Representations and Warranties Concerning Debtor’s Legal Status. The Debtor
represents and warrants to the Secured Party as follows:

(a) the Debtor is orgamzed as an Anzona hmlted liability company, and the
Debtor is duly orgamzed in good stanﬁmg in its state of fermancm,
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" {b)  duly authorized financing statements, in a form acceptable to the Secured
Party and containing the indication of the Collateral have been or concurrently with the
execution of this Security Agreement shall be duly filed in the central Uniform Commercial
Code filing office with the Axxmna Secretary of State and the Pima County Recorder’s Ofﬁce

8.  Covenants Concerning Debtor's Status. The Debtor covenants with the Secured Party
as follows: _

() thhout providing at least 30 days prior written ﬁohce to the Secured
Party, the Debtor will not change its name, its place of business or, if more than one, chief

execuhve office, or its mailing address or orgamzauonal 1denuﬂcatwn number if it has one;

(b) the Debtor will not change its type of organization, jurisdiction of
organization or other legal stcture, without written consent from Secured Party; and

- ()  The Debtor is not insolvent on the date hereof, and will not be rendered
insolvent as a result of the guammty of seourity interest in the Collateral.

9. Representations and Warranties Coneem&ng Co]lateral ¢te. The Debtor further
reprcsmxts and warranis to the Secured Party as follows:

(a) the Debtor is the owner of or has other nghts in or power to transfer the
Collateral, free from any right or claim or any person or any adverse lien, security interest or

other encumbranee, except for the security interest created by this Security Agreement and other
lie:i;s permitted by the Notes and the Related Docurnents;

- (b) none of the Collateral conshmtes or is the proceeds of “farm products” as
defined in Section 9-1 02(2)(34) of the Umform Commercial Code of the State;

(¢) = nome of the account debtors or other persons obhgated on any of the
Collateralis a govermnental auﬂxonty covered by the Federal Assignment of Ciaxms Act or like
federal, state or local statuts or rule in respect of such Collateral;

(@  the Debtor holds no commercial tort claims; and

. (e)  the Debtor has at all times operated its business in compliance with all
applicable provisions of federal, state, and local statutes and crdinances.

10.  Covenants Concerning Collateral. The Debtor further covenants with the Seocured
Party as follows:

. (8) the Collateral, to the extent not delivered to the Secured Party pursuant to
Section 4, will be kept at those locations listed as Debtox’s principal place of business as '
provided in Section 6(c) above, and the Debtor will not remove the Collateral from asuch
locatxons without providing at least thixty days prior written notice to the Secured Party;
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) ()  except for the security interest herem granted end liens permitted by the
‘Notes, this Security Agreement, and Related Documents, the Debtor shall be the owner of or
have other rights in the Collataral fres from any right or claim of any other person, lien, security
interest or other encumbrance, and the Debtor shall defend the same againat all claims and

demands of all persons af any time clmmmg the same or any mteresm ﬂaerem adverse to the
Secured Party;

(c) “the Secunty Agresment (i) is legal, valid, binding, and enforceable, (ii) is
a parfec’aed security interest in all Collateral, and (ili) is a ﬁrst pnonty secnnty interest in all
Collateral, except otherwise pfrovzded hemm, _ .

(d) the Debtor sha]l not pledge, mortgﬂgc or creats, or suﬁ'cr to exist any right
of any person in or claim by ey person to the Colleteral, or any security intexsst, lien or
encumbrance in the Collateral in favor of any persen, other than the Secured Party, except for
liens permitted by this Security Agreement and the Related Documents;

(6)  the Debtor will keep the Collateral in good order and repair and will not
vse the same in violation of law or any pohcy of insurance thereon; :

(63} the Debtor will permit the Secured Party, or its designes, to mspect the
Collateml at any reasonable txme, wherever located

. (g the Debtor will pay prempﬂy when clue all taxes, assessments,
governmental charges, and levies upon the Collateral or incurred in cormection with the use or
operation of such Collateral or incurred in connection vnth this Security Agreement;

- M the Debtor will continue to operate its business in compliance with all
applcable provisions of federal, state, and local statutes and ordinances; and

(@) the Debtor will not sell or otherwise disposs of, or offer to sefl or

otherwise dispose of the Collateral or any interest therein except for sales of inventory in the
ordinary course of busginess,

11.  Debtor’s Representations and Warrantieq Debtor, as grantor, reprcsents and
warranis as fallows

- (a)  this Security Agreement is not executed at the request of Secured
Party; o |
: (b) by signing below, cach Debtor has the full right, power, and authority to
enter into this Security Agreement and to pledge the Collateral to Secured Party, and Debtor’s

piadge of the Collateral in accordance with the terms and conditions of this Securily Agreement

is not in violation of any other agreement or instrament entered into by Debtor with any other
“person or third party with respect to the Collatcral,
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(<) Dehtdr'has established adequate means of obtaining and maintaining - o
information about Debtor’s financial condition, and Debior agrees to provide such information to
Secured Party upon receipt of a written request of the information from Secured Party; and

@ Secured Party makes no representation about Debtor or Debtor’s
creditworthiness to any other Debtor who is a party to this Security Agreament.

12, Iusurance,

12,1 Maintenance of Insurance. The Debtor will mainiain with financially sound and
* reputable insurers insurance with respect to its properties and business against such casualties

and contirigencies s shall be in accordance with general practices of businesses engaped in
similar activities in similar geographic areas. Such insurance may be maintained through a
combination of self-insurance and other insurers ag described above. Such insurance shall be in
such minimum amounts that the Debtor will not be deemed a co-insurer under applicable’
insurance laws, regulations, and policies and otherwise shall be in such amounts, contain such
terms, be in such forms, and be for sach periods as may be reasonably satisfactory to the Secured
Party. In addition, all such insurance shali be payable to tho Secured Party as loss payee.
Without limiting the foregoing, the Debtor will

_ (&)  keep all of its physical property insured with casvaity or physical hazard
insurance on an “all risks” basis, with broad form flood coverage and electronic data processing
coverage, with a full replacement cost endorsement and an “‘agreed amount” clause in an amount
equal fo 100% of the full replacement cost of such property;

(5)  maintain all such workers’ compensation or similar insurance as may be

- required by law; and

(c)  maintain, it amounts and with deductibles equal to those generally
maintained by businesses engaged in similar activities in similar geographic arcas, gene:ral pubhc
liability insurance against claima of bodily injury, death or property damage occurring, on, inor
about the properties of the Debtor; business mtemxptmn insurance; and product habﬂlty o
insurance,

12,2 Insurance Proceeds. The proceeds of any casu&lty insurance in respect of any
casuzlty Joss of any of the Collateral shall, subject to the rights, if any, of other parties with an
interest Imvmg priority i in the pmperly covered thereby,

(a) solongasno Defauit or Event of Default hes occurred and is contmumg
and to the extent that the amount of such proceeds is less than §1,000,000, be disbursed to the

Debtor for direct application by the Debtor solely to the rapaxr or rcplacement of the chtor $
property so damaged or destroyed; and

(b)' in all other circumstancaé, be held by the Secured Party as cash collateral
for the Obligations. ' ' - o
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The Secured Party may, at its sole option, disburse from time to time all or any
part of such proceeds so held as cash collateral, upon such terms and conditions as the Sscured
Party may reasonably prescribe, for divect application by the Debtor solely to the repairor - - -
replacement of the Debtor’s property so damaged or destroyed, or the Secured Party may apply _
all or any part of such proceeds to the Obligations, with the Commitment (1f pot then tenmmtted) o
being reduced by the amount so apphed to the Obhgat:ous

12,3 Centinuation of Insurance. All policies of insurance shall provide for at least
thirty (30) days prior written cancellatxon notice to the Secured Party. In the event of failure by
the Debtor to provide and maintain insurance as herein provided, the Secured Party may, atits
option, provide such insurance and charge the amount thereof to the Debtor. The Debtor shall

furnish the Secured Party with certificates of insurance and policies evxdencing compliance wrth
tha fomgomg insurance pmvxsmn.

*

13, Coﬂateral Protection Expenses; Preservation of Collateral,

13.1 Expenses Incurred by Secured Party. Inthe Secured Party’s discretion, if the
Debtor fails to do so, the Secured Party may discharge tuxes 'and other encimbrances at any time
levied or placed on any of the Collateral, maintain any of the Collateral, make reprirs thereto and
pay any necessary filing fees or insurance premiums. The Debtor agrees to reimburse the
Secured Party on demand for all expenditures so made. The Secured Party shell have no -
obligation to the Debtor to make any such expenditures nor shall the making thereof be
constraed as the waiver ox cure of any Defsult or Event of Dafault.

13.2 Secured Party’s Ohligations and Duﬁes. Anythmg herain to the contrary
notwithstanding, the Debtor shall remain obligated and lable under each contract or agreement
comprised in the Collateral to be cbserved or performed by the Debtor thereunder. The Secured
Party shall zot have any obligation or liability under any such confract or agreement by reason of
or arising out of this Agreement or the receipt by the Secured Party of any payment relating to -

- any of the Collateral, nor shall the Secured Party be obligated in any manner to perform any of
the obligations of the Debtor under or pursuant {o amy such coniract or agreement, to make
iriquiry as to the nature or sufficiency of any payment received by the Secured Party in respect of
the Collateral or as to the sufficiency of anty performance by any party under any such contract or
agreement, o present or file any claim, to take any action to enforce any performance or to
collect the payment of any amounts thit may have been assigned to the Secured Party or to
which the Secured Party may be entitled at any time or times. The Secured Party's sole duty
with respect to the custody, safe keeping, and physical preservation of the Collateral in its
possession, under Section 9-207 of the Uniforma Commercial Code of the State or otherwise,

shall be to deal with such Cellateral in the same manner as the: Secured ?arty deals with smnl&r
property forits owm account. )

14, Notifieation to Account Debtors and Other Persons Ohlig‘ated on Collateral. If an
Event of Defanlt shall have occurred and be continuing, the Debtor shall, at the request and
option of the Secured Party, notify account debtors and other persons obligated on sny of the
. Collateral of the security interest of the Secured Party in any account, chattel paper, gencral o
intangible, instrument or other Collateral and that payrnent thereof is to be made directly to the
Secured Party or to any financial institution designated by the Secured Party as the Secured

"8
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Party's agent therefor, and the Secured Party may itself, if a Defuult or an Event of Default shall
have oceurred and be continuing, without notice to or demand upon the Debtor, so notify account
debtors and other persons obligated on Collateral, After the making of such a request or the
giving of any such notification, the Debtor shall hold any proceeds of collection of accounts,
chattel paper, general intangibles, instruments, and other Collateral received by the Debtor as
trustee for the Secured Party without commingling the same with other funds of the Debtor and
shall furn the same over to the Secured Party in the identical form received, together with any
necessary endoxsements or assignments. The Secured Party shall apply the proceeds of - '
collection of accounts, chattel paper, general intangibles, instroments, and other Collateral .
received by the Secured Party to the Obligations, such proceeds to be immediately credited afier
final payment in cash or other immediately availabls funds of the items giving rise to them.

15. = Power of Attorney.

15.1 Appointment and Powers of Secured Party. The Debtor hereby irrevocably -
constitutes and appoints the Secured Party and any cificer or agent thereof, with full power of
substitution, as its true and lawful attorneys-in-thet with full irsvocable power and authority in
the place and stead of the Debtor or in the Secured Party’s own name, for the pwpose of carrying
oui the terms of this Security Agreement, to take any and all appropriate action and to execute
eny. and all documents and instruments that may be necessary or useful to accomplish the .
purposem of this Security Agreement and, without litniting the generality of the foregoing, hereby

gives said attorneys the power and right, on behalf of the Debtor, without notice ta or assent by
the Debtor, to do the fo}lowing:

(8)  upon the occurrence and during the continuance of a Default or an Event -
 of Default, generally to sell, transfer, pledge, make any agreememt with respect fo or otherwise

- dispose of or deal with any of the Collateral in such manner as is consistent with the Uniform -
Commercial Code of the State and as fully and completely as though the Secured Party were the
absolute owner thereof for all purposes, and to do, at the Debtor’s expense, at any tirae, or from
times to time, all acts and things that the Secured Party deems necessary or useful to protect,
. preserve or realize upon the Collateral and the Secured Party’s security intercst therein, in order

to0 effect the intent of this Security Agreement, all at least ag fully snd éffectively as the Debtor
might do, mciudmg, without limitation,

@ the ﬁlmg and prosecutmg of registration and teansfer apphcatmns
 with the appropyiate federal, state, local or other agencies or autherities with respect to
. uademazks, copyrights, and patentabie inventions and processes,

(i)  upon written notice fo the Debtor, the exercise of vo’tmg nghts thh
respect to voting securities, which rights may be exercised, if the Secured Party so elects, with a
view ta causing the liquidation of assets of the issuer of any such secur'rﬁes, and

(ii) the execution, delivery, and recordmg, in connechon with any sale
or other disposition of any Collateral, of the endorsements, assignments or other instruments of
conveyance or transfer with respect to such Collateral; and
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(&)  to the extent that the Debtor’s authorieation givern in Section 3 isnot
sufficient, to file such financing statements with respect hereto or a photocopy of this Security
_ Agreement in substitution for a financing statemenf, as the Secured Party may deem appropnate

15.2 Rnﬁﬁcatlon by Debtor. Tothe extent pamntted by law, the Debtor hereby
ratifies all that said attomeys shall Jawfully do or cause to be done by virtue hereof. This power
of attomey is & power coupled with an interest tmd is imevocable,

_ 15.3 No Duty on Secared Party The powem conferred on the Secured Party
bereunder are solely to protect its interests in the Collateral and shall not impose any duty npon it
10 exercise any such powers, The Secured Party shall be accountable only for the amounts that it
actually receives as a result of the exerciss of such powers, and neither it nor anyof its officers,

. directors, employees or agents shall be responsible to the Debtor for any act or failure to act,
- except for the Secured Party’s own gross negligence or willful misconduct.

16.  Righis and Remedies. If an Event of Defanlt shall have occurred and be continuing, the

- Secured Party, without any other notice 1o or demand upon the Debtor, shall have, in any
jurisdiction in which enforcement hercof is songht, in addition to all other rights and remedies,
the rights and remedies of a secured party under the Uniform Commercial Code of the State and
any additional nghts and remedies that may be provided fo a secured party ih any ]unsdlchon in
which Collateral is located, including, without limitation, the right to take pessession of the
Collateral, and for that purpbse the Secured Party may, so far as the Debtor can give autherity
therefor, enter upon any premises on which the Collateral mey be situated and remove the same
therefrom. The Secured Party may, in its discretion, require the Debtor to assemble all or any
part of the Collateral at such location or locations within the jurisdiction(s) of the Debtor’s
principal office(s) or at such other lacations as the Secured Party may reasonably designate.

* Unless the Collateral is perishable or threatens to decline speedily invalue or is of 2 type .
customarily sold on a recognized market, the Secured Party shall give to the Debtor at least five
Business Days prior written notice of the time and place of any public sale of Collateral or of the
time after which any private sale or any other intended disposition is to be made., The Debtor .
hereby acknowledges that five Business Days prior written notice of such sale or sales shall be
reasonzble notice. In addition, the Debtor waives any and all rights that it may bave to a judicial

“hearing in advance of the enforcement of any of the Secured Party’s rights and remedies
hereunder, including, without limitation, its right following an Event of Default fo take

immediate possession of the Collateral and to exercise its rights and remedlas w1t11 respeet
thereto.

17. Sta;ndards for Exercising Eights and Remedles. To the extent that applicabie law
imposes duties on the Secured Party to exercise remedies in a commercially reasonable manner,
the Debtor acknowledges and agrees that it i not commercially umeasonable for the Secnred
Party fo

, (a} fail to incur expenses reasonably deemed s:gmﬂcant by the Secamd ?arty
1o prepare Collateral for disposition or otherwise f2il to complete raw material or work in process
_ mto ﬁmshed goods or other finished products for disposition,
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(b) * fail to obtain third party consents for access to Colla‘terai to be disposed of,
ot to obtain or, if not required by other law, fail to obtain governmental or third party consents
for the collectmn o1 dmpasmon of Collateral to be collected or d:lsposad of,

| © faﬂ to exercise collecﬁon mmedxas rgainst acconnt debi:ors or other
.persons obligated on Collateral or fail to remove liens or encuntbrances on or any adverse claims
agamst Collateral,

(d)  exercise cellactwn remedws agamst account debtors and other persons

ohhgated on Collateral directly or through the use of coilectwn agencies and ofher collection
specialists, -

(e) advemse dispositions of Collateral t‘nmug‘h publwanons or media of
general circulation, whether or not the Collateral is of a specialized nature,

()  contact othex parsons, whether or not in the same , business as the Debior,
for expressions of interest in acquiring all or any portion of the Collateral,

_ (g) hire one or more pmfessxonal auctioneers to assist in the dxspomtmn of
Conateral whether or not the collateral is of a specialized nature,

(h) dispose of CeHateral by utilizing Intemet sites that pm“'nde for the muction
of assets of the types included in the Collateral or that have the reasonable capabﬂxty of doing so,
or that match buyers. and sellers of assets, .

(1) d:spo se of assets in whﬂlesale rather than retail markets,

()  diselaim dxsposxtmn warranuczz,

()  purchase insurance or credit enhancements fo i insure the Secured Party
-against risks of loss, collection or disposition of Collateral or to provide to the Secured Party a
guaranteed retwrn from the eollectxon or dasposmo:n of Collateral, or

(). - obtain, to the extent deemed appropriate by the Secnred Barty, tha services
of other brokers, investment bankers, consultants, and other professionals to assut the Secured
Paxty in the coﬂectmn or disposition of any of the Collateral.

. 'I‘he Debter acimawiedges that the purpose of this Section 16 ig to provide non-
 exhaustive indications of what actions or omissions by the Secured Party would fulfill the
Secured Party’s duties under the Uniform Commercial Code or other law of the State or any
other relevant Jnnsdlctxon in the Secured Party’s exercise of remedies against the Collateral and
that other actions or omissions by the Secured Party shall not be deemed to fail o fulfill such
daties solely on account of not being indicated in this Section 16, Without limitation upon the
- foregoing, noﬁnng contained in this Section 16 shall be construed to grant any rights to the
‘Debtor or to impose any duties on the Secared Party that would not have been granted or
unpose.d by this Secunty Agreement or by applicable law in the absence of thzs Section 16.
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18, Mo Waiver by Secured Party. The Secured Party shall not be deemed to have waived

any of its rights or remedies in respect of the Obligations or the Collateral unless such waiver

shall be i writing and signed by the Secured Party. No delay or omission on the part of the

~ Secured Party in exercising any rxght or trexnedy shall operaw as a waiver of such right or remedy
or any other right or remedy. A waiver on any one occasion shall not be construed as a bar 1o or

waiver of any right or remedy on any future occasion. All rights and remedics of the Secured .

Party with respect to the Obligations or the Collateral, whether evidenced hereby or by ey other

instrument or papexs, shell be cumulative and may be exercised singularly, alternatively,

- successively or concurrently at such time or at such t:mes as the Secured Party deems emed:ent

19, Sureqrship Waivers by ])ebtor. 'Ihe Debtor waives demand, notice, protest, notice of
acceptance of this Security Agreement, notice of loans made, credit extended, Collateral received
.- or delivered-or other action teken in reliance hercon and all other demands amd nofices of any.

.- - description. With respect to both the Obligations and the Collateral, the Debtor assents to any -

* extension or postponement of the time of payment or any other indulgence, to any substitution,
exchange or release of or failure 10 perfect any security interest in any Collateral, to the addition
or release of any party or person primarily or secondarily liable, fo the acceptance of partial
payment thereon and the settflement, compromising or adjusting of any thereof, all in such -
manner and at such time o times as the Secured Party may deem advisable. The Secured Party

- shall have no duty 2s to the collection or profection of the Collateral or any income therefrom,
the preservation of rights against prior parties, or the presarvatlon of any rights pertaining thereto

beyond the safs custody thereof. The Debtor ﬁn'ther waives any and all other suretyship
defenses :

20. Marshalling “The Secured Party shall not be reqmred to marshal any present or future

collateral security (including but not limited to the Collateral) for, or other assurances of

payment of, the Obhgatmns or any of thern or to resort to such collateral security or other

agsutances of payment in any panxcular order, and all of its rights and remedies hersunder and in

- zespect of such collateral security and other assurances of payment shall be evmnlative and in

addition to all other rights and remedme, however existing or arising. To the extent that it

- lawfully may, the Debtor hereby agrees that it will not invoke any law relating to the marshalling
of collateral that might cause delay in or impede the enforcement of the Secured Party’s rights
and remedies under this Security Agreement or under any other instrument creating or '
evidencing any of the Qbligations or under which any of the Obligations is outstanding or by -
which auny of the Obligations is secured or payment thereof is otherwise assured, and, to the

- extent that it lawfully may, the Debtor hereby irrevocably waives the benefits of all such laws.

- 21, Proceeds of Dispositions; Expenses. The Debtor shall pay to the Secured Party on
demand any and all OXPETISES) including reasonable attorneys® fees and disbursements, incurred

or paid by the Secured Party in protecting, preserving or enforcing the Secured Party’s rights and
rémedies wnder or in respect of any of the Obligetions or any of the Collateral. After deducting
all of said expenses, the residue of any proceeds of collection or zale or other disposition of the
Collateral shall, to the extent actually received in cash, be applied to the payment of the _

"Obligations in such order or preference as the Secured Party may determine or in such order or .
preference as is provided in the Loan Agresment, proper allowance and provision being made for
any Obligations not then due. Upon the final payment and satisfaction in full of allofthe =~ -
Obligations and after making any peyments required by Sections 9-608(a)(1)(C) or 9-615(2)(3)
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of the Uniform Commercial Code of the State, any excess shall be retumed to the Debtor. In thesna,,

absence of final payment and satisfaction in full of all of the Obhgaﬁons, ﬂm De:b'&)r shall Tentain
hable for any deficiency. _

_22. 0verdtte Amounts, Untz! paxd, all amounts due and paya'ble by the Debtor hmmder R
- shall be & debt secured by the Collateral and shall bear, whether before or aftex Judgmernt, interest -
at the rate of interest for overdue pxmmpal set forth in the Nofes.

23 Gaverning Lave; Consent tod urisdictioa This Secunty Agreement shall be govemed
by, and construed in accordazice with, the laws of the State of Arizona. The Debtor agrees that
any action or claim arising out of, or any dispute in connection with, this Security Agreoment,
any rights, remedies, obligations or duties hereunder, or the perfmmance or enforcement hersof
or thereof, may be brought in the courts of the State or any federal court sitting therein and -
consents to the non-exclusive Junsdxctmn of such court and to sexvice of process in any such smt
‘being made upon the Debtor by mail at the address specified inthe Loan Apreement, The
Debtor hereby waives any objection that it may now or hereafier have to the vere of smy such
“suit or any such conrt or that such suit is brought in an inconvenient court,

24,  Waiver of Jury Trial, The Debtor waives its right to a jury trial with respect to any
action or claim arising out of any dispute in connection with this Secusity Agreement, any rights,
remedies, obligations or duties hereunder or the performance or enforcement hereof or thereof.
Excépt as prohibited by law, the Debtor waives any right that it may have to claim or recover in
any litigation referred to in the preceding sentence any special, exemplary, punitive or
‘consequential damages or any damages other than or in addition to actual damages. The Debtor

(a)  certifies that peither the Secured Party rior any representative, agent or
aitorney of the Secured Party has represented, expressly or otherwise, that the Secured Party
would not, in the event of litigation, seek to enfoxce the foregoing waivers or other waivers
contzined in this Security Agreement, and

(b) aclmowledges ﬁmt, in entering into the Loan Agreemeht and the other

~Loan Documenta fo which the Secured Party is a party, the Secured Party is relying upon, among
_ other things, the waivers and certifications contmned in this Section 24,

25, Joint and Several Liability. All Obhgatmns of each Debtor under the Notes, t}ns _
Security Agreement, and Related Documents shall be joint and several, and all references to

- Debtor shall mean each and every Debtor, This means that each Debtor signing beIow is

_ zesponsib!c forall ()‘bhgations contained in th:s Security Agreerent.

26, . | WHscellaneons. The headmgs of each sectum of this Secmty Ag:eement are for :
‘convenience only and shall not define or limit the provisions thereof. This Security Agreement
‘and all rights and obhgatmns hereunder shall bs binding upon the Debtor and its respective
. successors and assigns and shall inure to the benefit of the Secured Party and its successors and
assigns. If any term of this Security Agrecment shall be held to be invalid, illegal or -
unenforceable, the validity of all other terms hereof shall in no way be affected thereby, and thxs _
‘Security Agreement shall be construed and be enforceable as if such mvahd, ﬂlegal or s
unenforceable term had not been included herein. The Debtor acknowledges receipt-of a copy of
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. this Security Agreement. ’I‘hxs Secunty Agreement, togather w1th any Related Dommenm, SR
constitutes the entire understanding and agreement of the pathes as to the matters set forth in this
Security Agreement. No alteration of or amendment to this Security Agresment shall be

effective unless given in writing and sxgned by the party smxght to be charged or bcmnd by the |
altemiaon or amendment. S _ i

N WI'I’NBSS WEEREOF mtendmg to be Iegally bound the Debtor has. caused ﬂns
Security Agreement to be duly execuﬁed as of the data first above written.

- HJ3 Composite Technolugles, L.L.C..
" "an Arizona limited hability company

By mes.l’.tler -
Its: Manager

“Tamncs 7. Bufler, individually . .‘Eoﬁ%Nighsw:Bxder, mdmduany

By: Fredi) on
A P‘
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EXZEIBI'I‘ A
COLIATERAL

All De’ator s nght, t:tle, a.nd mterest in and to Umted States Patent Nnmber 5640825 '
Serial Number 08387136, Filing Date 2110/ 1995 Whlch is held by H}'.B Composﬂe
'I‘eohnologxes, LIC. . . _ o

: PATENT _
REEL 025666 FRAME: 0771




2007148713

SECRETARY OF STATE
FILED ATE

g L .
C mJ ; -
Opy UCE FINANCING STATEMENT
c o POLLCAW NSTRUGTICNS 1 ek CAREPULL Y
N . [X e & PIIONE OF CORTALT AT FRER fopbarnd] ' 2801 SEP -5 P 331
: T nnery - 7981013
& mwﬁuﬁ?m (Nm oy sy

r—r uumlﬂ"““ - . ’ ..-l
. Haln Ofice .

IB04 £, Wosdwry Bivd,
- Tucpon, AZ BE718

L.. . ) ._.J . . ) : ER
: - THE ABCVE APACE 13 FOR FILNG DFFICH USE ONLY

BT Y4 ) UgA |

"8100 &, Premont Ave., Suita 120 . j Tuason . AZ.
T BERRGTOCTNg | [AOLRTGTE T ) ermmrsmm;—— ry _
: SEaTOR jue -y A : Ly o ; .
2 M}D{‘I"IM DEBTOR'S EMTMLEGALM —hn&eﬂymb&hrnm@nuﬂiéem“wm&umm ..
T GROANATINS RANE

O o TNV B EAST SEG ) N - e S A N T
Fo, MARTNG ADDRESS ) E - STATH  [PoaTAL, TG (oo

- : 0P,y

| v o 1 - [ 1 ) i . n NOKE

A SECURED PARTY'S NAE wmuTmummummm mmmmummmmm

2d, BEE INaTR/ .3

]
=i
-~ 3002 N. Camphal N Tusson
4.n@m»cmsmmmmnmmmmm T -
AR AR, Inventory. wnd soulp hwths mval'thwMq&mhmﬁdmwwww“lﬂﬂ.ﬂ!mnkmt,ﬂddﬂmlx )
B, muub:ﬂnﬁomrdt&wlnwo!mnwm uif racords oF any knd relsting to sy of tha fo Ly Inting

to any of tha faregoing Hnotuing insoranos. oumni lmmnb!n nmf boCoUnts pnweeds).

g ] ]aneemanon AG. LEN MON-UCE FILNG
L 1 Jononinen | Yostwr 1} o 2

s . R . - Hiarfarwd Financiel Bokdf
FaING OFFCE COMY wn UTE FINANCING SYATEMENT (FORM LICCT) (AEV. D8R202) . £00 5., MAW%WW

UNOFFICIAL DATA - Filena: 1497738 CheckDigit: 8 Seqno: 1 Pege: 1

3 http://www.azsds. gov/scripts/ucc_search.diL’Di_splaylinages' 111172011

 PATENT o
REEL: 025666 FRAME: 0772




-

UCC FINANCING STATEMENT AMENDMENT o
FOLLOW INSTRUCTIONS (from and back) CAREFULLY e i} .+ DER 29 ﬁ?ﬁﬂ)

A, NAME & PHONE OF CON'!'&CT AT F?LER {opllona[i

B. SEND ACKNO‘NLEDGMENT TD (Nama aﬁﬂ -Addrane)

Y Toom

ommerce Bgnk of Aﬁzona

Main Office .
3805 E. Broadway Blvd,
. Tucsen, AZ 85716
. o s - ’_JI . THE ABOVE SPACE 1S FOR FILING OFFICE USE ONLY
1a. INFTIAL FINANCING STATEMENT FRE # L : : . . . B Th, - This FINANCING STATEMENT AMENDMENT s
: : : - ’ ; Co i . i ba filed [tor rocard} ot meaardad] !nu'm :
200714977389 - | | - FEA ESTATE RECORDS. o
- TERMINATTQN' Efigctivencss of the Flrancing Smum‘m Idartified above in tarminatsd with respact tn securty In‘humt(s) of the Secursd Patty suthorizing this Terminatien Stxament,

3. CDNTINUATION. Eftectiventas of the Firansing Statoment ldanﬁﬂ-d abuve wim ragpoct to socurhty ?mrnﬂn) of the Secursd Pnny itherie) g this Continuetion Stztament is .

- cenunm fo1 the xddmmu porind provldaé by applicable inw,

4. D ASSiGNMENT ffult of partinf); (3ive nme ol mesignew In tem 7a or Th and nddmu of nusignes In item 7c; end ateg r.dvﬂ ramn of A3signos in tam 8,

5, AMENDMENT (FPARTY INFORMATION): Thle Amendrmant affects D Oablor or D Sscursd Party of reemd Check saly Ong of thens two baxsa.
| A chivok o of the feliawing thren boaxes and provide appoprints inforrhition in Iterrs & andfor 7.
. GHANGEnun-meldtlrm Pism mfofh&wdowhdimmuom Lot . gELETI:'; ma

PO
8. UHRENT Recom INFORMATION:
8n, ORGAHIZAT!DM S NANE

Ghe recard nume
] A oo

AR

ADDrame: Compk!hhem?nor?b ulr;duhc}hm?c'

b 882

OR (3 TNDWIDUALS L,AST NAME : _ FIRGTNAME : VISR NAME TTTEERR

7. CHANGELD (NEW) R ADDED INFORMATION;
2. OROANZATION'S NAME

R

75, INDVIDUALS LAGY NAME _ " TFIRST NAME WIDDLE NAWE — SOFFIX
T MATLING ADDRESS : ) : — oY ) _ , ETATE |POSTAL GODE EOUNTRY
e mm T JADDLINFGRE ]7a TPEOF ORGANIZA‘HON 7, JORISOIGTION OF ORGANIZATION |70, ORGANZATIONAL IO A, Wany
: - | CRAAMZATION _ : R 1 S ,
DESTOR - | ' . SR _ ' o : . [ ]none
8. AMENDMENT (COLLATERAL CHANGE): chech anly ung box. ) . - .
e I)au:rlbo ectuters) Ddahtad o .ndm o ghe mﬂraD tatad ooll 1 d iptan, of deacHt aterat D fanad

All Debtor's r]ght, title, and interest in and fo United States Patent Number 5640825 Serial Number 08387136 Filing Date:
2/16/1995, which is held by HJI3 Composite Technologies, L.L C.

8, NAME op SECUR ED PARTY oF RECOREJ Au‘i‘HoﬁlZiNG THIS AMENDMENT inamw of axslgnor, £ this in.en An?gnrn-m; if thin Ja an Amendinent auhorized by & Dantor which
scdp coliatarnl or adds the authorixing Dabter, or # thin Is & Tammihation suthorized' bya L chu:k ham D afid sriar rante of DEBTOR mnmrlzlng this Amam!mant

. fea. ORGANEATIONS N.AME .

Commerce Bank ofArizona L S o _ o
Bb. !NE}{WDUALSLASTNAME ) . B L FIRS‘FN&ME_ . R MIDOLE NAME . SUFFIX -

OR

--um .
v 10, OPTIONAL F?LER REFERENCE DATA )

22146 .
1n amationat Asaoclaﬂan af Ccmmarclal Adminlstralcrs TACA
F!LENG DFF!CE COPY - UCC FINANGING STATEEMENT AMENDMENT (FORM uce®: (REV 05!22.'02) ) { )

T R  PATENT
RECORDED: 01/20/2011 - - REEL: 025666 FRAME: 0773




