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EXECUTION VERSION

SECURITY AGREEMENT

SECURITY AGREEMENT, dated this 3rd day of December, 2004 (the “Agreement”),
made by PLATINUM INTELLECTUAL PROPERTY, L.P., a Texas limited partnership, -
with an address at 2828 Routh Sireet, Suite 500, Dallas, Texas 7520£ (the “Grantor™), in favor of .
SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM, a single-employer defined-
benefit public employee retirement system with an address at 801 Third Avenue, Seattls,
Washington 98104 (the “Secured Party”).

[ —

WHEREAS, pursuant to that certain Senior Secured Note Purchase Agreement dated the
date hereof by and between the Grantor and the Secured Party (as such Senior Secured Note
Purchase Agreement may be further amended from time to fime, the “Note Purchase
Agreement™), the Sccured Party has agreed to purchase a sonior secured promissory note of the
Grantor in the original principal amount of Six Million ($6,000,000) Dollars {the “Note”);

WHEREAS, in order to secure any and all amounts due and owing under the Note and
the Note Purchase Agreement (including without limitation certain participation payments set
.forth in Section 8.01 of the Note Purchase Agreement that are “Obligations” as defined in the
Nots Purchase Agreement), the Grantor has agreed to execute and deliver to the Seoured Party a
security agreement providing for the grant to the Secured Parly of a first pnor;ty security interest -
in all of the personal property of the Grantor; and .

WHEREAS, the Grantor has determined that its execution, delivery and perfonnanca of
this Agreement d;rectly benefit, and are w1th1n the limited liability company purposes and in the
best interests of, the Grantor.

NOW, THEREFORE, in consideration of the foregoinig premises and the mutual
_representations, warranties, covenants and undertakings of the parties hereinafier set forth, and
for other good and valuable consideration, the receipt and sufficiency of which ate hereby
acknowledged, the partios hereto, intending to be legally bound, do agree as follows: '

SECTION 1. Definitions. All terms used in this Agreement which are defined in the
Note Purchase Agreement ment and which are not otherwise defined herein shall have the same
meanings herein as set forth therein,

SECTION 2. Grant of Security Interest. To securo the payment and performance in falf-
of all of the Obligations, the Grantor hereby assigns, mortgages, pledges, hypothecates, transfers
and sets over to the Secured Parly, and grants to the Secured Party a continning first priority security
interest in all personal and fixture propetty of the Grantor, wherever located and whether now or
hereafter existing and whether now owned or hereafter acquired, of every kind and deseription,
tangible or intangible, to the fullest extent permitted by the Uniform Conmumercial Code, as it may be
amended from time to time (as so amended, the "Code”) (collectively, the “Collateral”), which
Collateral includes, without limitation, the following: ‘
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(a)  all of the Grentor’s right, title and interest in and to all goods and
equipment of any kind, wherever located and whether now or hereaftor existing and whether now
owned or heteafter acquired and all parls thereof and accessions thereto, including, without
limitation, all equipment, furnishings, furniture, tools and supplies of every kind and description
and all improvements thereto (any and all such goods, equipment, parts and accessions being
hereinafter referted to collectively as the “Goods and Equipment™);

(b)  all of the Grantor’s right, title and interest in and to all inventory of any kind,
wherever located and whether now or hereafter existing and whether now owned or hereafter
acquired, and all accessions thereto and products thereof (any and all such inventory, accessions and
products being hereinafter referred to collectively as “Inventory™);

(¢) all of the Grantors night, title and interest in and to: (i) all accounts,
teceivablos, rights to receive royalties and license fees, contract rights, chattel paper, electronic
chattel paper, instruments (including promissory notes), general intangibles as defined in Tex. Bus.
& Com. Code Ann, § 9-101 ef seq., including, without limitation, general intangibles as defined in
Tex. Bus, & Com. Code Ann. § 9-101 ef seq. that are classified otherwise uuder Revised Atticle 9
of the Code, and other rights or obligations of any kind, whether now ot hereafter existing and
whether now owned or hereafter acquired, arfsing out of or in conmecfion with the sale or lease of

" goods or the rendering of services or otherwise, including, without limitation, all rights relating to

any license or contract to which the Grantor is a party, including all moneys due from time to time
in respect thereof (any and all such accounts, receivables, rights to receive royalties and license fees,

contract rights, chattel paper, electronic chattel paper, instrurnents (including promissory notes), -
general intangibles, rights and obligations being hereinafter reforred to collectively as the.

“Receivables”);, and (ii) all rights now or hereafter existing in and to all security agreements, leases
and other contracts, now or hereafler existing in, sccuring or otherwise relating to any accounts,
receivables, rights to receive royalties and license fees, coniract rights, chattel paper, eledironic
chattel paper, instruments (including promissory notes), general intangibles or obligations (any and
all such security agreements, leases and other contracts being hereinafler referred to collectively as
the “Related Contracts™); '

(@  all of the Grantor’s right, title and interest in, to and under its Tntellectual

Property Rights (including without limitation those Patents and Trademirks listed on Schedule X
hereto), and including without limitation all proceeds thereof (such as, by way of example but not
by way of liraitation, license royalties and proceeds of infringement suits), the right to sue for past,
present and fature infringetnents, all xights corresponding thereto throughout the world and all re-
issues, divisions continuations, renewals, extensions and continuations-in-part thereof; :

()  all of the Grantor’s right, title and interest in and to all letter-of-credit
rights (whether or not the leiter-of-credit is entered by writing);

H all of the Grantor’s ﬁ'ght, title and interest in and to all deposit accounts;

(g)  all of Grantor’s right, title and interest in and fo all securifies and all
investment property, '
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(h)  ail of Grantor’s right, title and interest in and to all commercial tort claims;
and

@) all procesds of any and all of the foregoing Collateral and, to the extent not
otherwise included, all payments under insurance (whether or not the Secured Parly is the loss
payee thereof), or any indemnity, wananty or guaranty, payable by reason of loss or damage to or
otherwise with respect to any of the foregoing Collateral;

in each case, howsoever the Grantor’s interest therein may arise or appear (whether by
ownership, license, security interest, claim or otherwise). .

SECTION 3. Security for the Obligations. The security intorest created hereby in the
Collateral constitutes a continuing collateral security for all of the Obligations.

SECTION 4, Represéntations, Warranties and Covenants. The Grantor represents,
warrants and covenants to the Secured Party as follows:

(a)°  The Grantor is a limited partnership duly formed, validly existing, and in
good standing under the laws of the stafe of Texas and has the requisite power and authority to
execule and deliver each of this Agreement, the Note Purchase Agreement and the other Note
Purchase Documents to which it is a party and to consummate the transactions contemplated '
nereby and thereby, The execution, delivery and performance of each of this Agreement, the
Note Purchase Agreement and the other Note Purchase Documents to which the Grantor is a
party has been duly authorized by all requisite action on its part. Bach of this Agreement, the
Note Purchase Agreement and the other Note Purchase Documents to which the Grantor is a
party has been duly executed and delivered by the Grantor and constitutes a legal, valid and
binding agreement of the Grantor enforceable in accordance with its terms. The execution,
delivery and performance of each of this Agreement, the Note Purchase Agrecment and the other
Note Purchase Documents to which the Grantor is a party will not violate its Ceriificate of
Lintited Partnership, Agresmont of Limited or any agreement, indenture or other document to
-which the Grantor is a party or under which either it or its assets are bound, or any judgment,.
order, injunction or decree or provision of applicable law by which the Grantor is, or its assels

are, bound,

(b)  The Grantor is and will be at all times the owner of the Colateral, free and
clear of all Lisns, except for the Lien created by this Agreement and Permitted Liens.

(6)  All Goods and Equipment and Inventory now existing are located at the -
tocation set forth on Schedule I of this Agreement. The Grantor's chief place of business and
" chief executive office, the place whete the Grantor keeps its records concerning Receivables and
all originals of all chattel paper which constitute Receivables and of the Related Confracts are
located at 2828 Routh Street, Suite 500, Dallas, Texas. Set forth on Schedule II hereto is a
complete and correst list of each trade name used by the Grantor. .

(d)  The exercise by the Secured Party of its rights and remedies hersunder
will niot confravene lavw or any contractual restriction binding on or affecting the Grantor or any
of its properties and will not result in or require the creation of any Lien upon or with respect to

any of its properties.
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(6  No authorization or approval or other action by, and no notice to or filing
with, any governmental authority or other regulatory body is required for: (i) the grant by the
Grantor, or the perfection, of the security interest purported fo be created hereby in the
Collateral; or (ii) the exercise by the Secured Party of any of its rights and remedies hereunder, .
except for the filing under the Code of thé financing statements with the filing office listed in .
Schedule ITT hersto (the “Financing Staternents™), alt of which Financing Statements have been
duly filed and are in full force and effect, including all necessary filings with the United States
Patent and Trademark Office. :

(f)  This Agreement creates a valid security interest in favor of the Secured
Party in the Collateral as security for the Obligations. Such security interest is, or in the case of
Collateral in which the Grantor cbtains tights after the date hereof will be, a perfected security
interest subject to no other prior Lien other than for Permitted Liens. All action necessary or
desirable to perfect and protect such security interest has been duly taken,

(g) . The Grantor hereby agrees to notify the Secured Party of the occurrence of
‘an Event of Default in accordance with the Note Purchase Agreement.

SECTION 8. Covenanis as to the Collateral. So long as any of the Obligations shall
remain outstanding, unless the Secured Party shall otherwise consent in writing:

(2)  Purther Agsurances, The Grantor will at its expense, at any time and from
time to time, promptly execute and deliver all further instruments and documents and take all
further action that may be necessary or desirable or that the Secured Party may reasonably
request in order: (i) to perfect and protect the security interest purported to be created hereby;
(ii) to enable the Secured Patty o exercise and enforce its rights and remedies hereunder in
respect of the Collateral; or (iif) to otherwise effect the purposes of this Agreement, including,
without limitation: (A) exccuting and filing such financing or continuation statements, or
amendments thereto, as may be necessary or desirable or that the Seoured Party may reasonably
request in oxder to perfect and preserve the security interest purported {o be created hereby; and
" (B) promptly fumishing to the Secured Party from time to time statements and schedules further
identifying and describing the Collateral.and such other reports in connection with the Collateral

as the Secured Party may reasonably request, all in reasonable detail.

(b)  Logation of Goods and Bquipment and Tnventory: Grantor’s Legal Status.
The Grantor will not keep Inventory (other than goods in transit), Goods and Equipment or
records with respect to Receivables and the Related Contracts in any state in which firancing -
staterents have not theretofote been filed in a manner sufficient to perfect under the Code-of
such state the security interests in such Inventory, Goods and Equipment, Receivables and the
Related Contracts granted hereby, The Grantor will provide the Secured Party thirty (30) days -
‘prior wiitten notice of any change in the Grantor’s name, identity (including organizational
identification number if it has one or Iater obtains ong), chief place of business, chief executive
office, type of organization, jurisdiction of organization or other legal structure, which might
make any financing statement filed thereunder misleading, and prior to such change Grantor will
have presented fo the Secured Party evidence satisfactory to it of the filing of all amendments to
financing statements and alf additional financing statements necessary to maintain the security
interests granted hereunder at all times.
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(¢)  Condition of Goods and Bquipment, The Grantor will cause the Collateral

to be maintained and preserved in the same condition, repair and working order as when
acquired, reasonable wear and tear excepted, and in accordance with any manufacturer’s manual,
and will forthwith, or in the case of any loss or damage to any of the Collateral as quickly as
practicable after the occurrence thereof, make or cause to be made all repairs, replacements, and
other improvements in connection therewith which are necessary or desirable or that the Seoured
Party may reasonably request to such end. The Grantor will prompfly furnish to the Secured
Party a statement respecting any loss or damage to any of the Collateral.

() Taxes. The Grantor will pay promptly when due all property and other .
taxes, assessments and governmental charges or levies imposed upon, or incumred in connection
with the use or operation of, and all clainis (including, without limitation, claims for labor,
materials and supplies) against, the Collateral, 6xcept to the extent the validity thereof is being
contested in good faith by proper proceedings which stay the imposition of any penalty, fine or
lien resulting from the non-payment thercof and with respect to which adequate reserves have
been set aside for the payment thereof. -

(¢)  Insurance. The Grantor will, at its own expensc, maintain insurance in
accordance with the Note Purchase Agreement. The Grantor will, if so requested by the Secured
Party, deliver fo the Secured Party original or duplicate policies of such insurance and, as often
as the Secured Party may reasonably request, a report of a reputable insurance broker with
respect to such insurance. '

(  Provisions Concerning the Receivables and the Related Contracts.

' ' (i)  The Grantor will: (A) maintain its- chief execulive office in the
continental United States; (B) keep all originals of all chattel paper which constitute Receivables
at its chief executive office; (C) keep adequate records .concerning the Receivables and such

_chattel paper. and permit representalives of the Seoured Party at any time during normal business
hours to inspect and make abstracts from siich records and chattel paper; and (D) not change the
current bank account to which the Receivables are paid (if other than the Lock-Box ‘Account)
without the approval of the Secured Party.

(i)  The Grantor will duly perform and observe ail of its material

obligations under each Related Contract and, exdept as otherwise provided in this subsection (f),

continue to collect, at its own expensé, all amounts due or to become due under the Receivables.

In connection with such collections, the Grantor may (and, at the Secured Party’s direction, will)

take such action as the Grantor or the Secured Party may deem reasonably necessary or advisable

to enforce collection or performance of the Receivables; provided, however, that the Secured

Party shall have the right at any time, upon the occurrence and during the continuance of an

- Bvent of Default: (x) to notify the account debtors or obligors under any Reccivables of-the
_assignment of such Receivables to the Sécured Party; (y) to direct such account debtors or
obligors to make payment of all amounts due or to become due to Grantor thereunder directly to

the Secured Party; and (%) at the expense of the Granfor and to the extent permitted by law, to

enforce collection of any such Receivables and to adjust, settle or compromise the amount or

payment thereof, in the same manuer and to the same extent as the Grantor might have done.

Upon the oceurrence of an Fvent of Default: (A) all amounts and proceeds (including
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instrumenis) received by the Grantor in respect of the Collateral shall be received in trust for the
benefit of the Secured Party, shall be segregated from other funds of the Grantor and shall be -
forthwith paid over to the Secured Party, in the same form as so received (with any necessary
endarsement) to be held as cash collateral and applied as specified in Section 7(b) hereof; and
(B) the Grantor will not adjust, settle ot compromise the amount or payment of any Collateral or
release wholly or partly any account debtor or obligor thereof or allow any credit or discount

thereon.

(g)  Obligations. For so long as the Obligations shall remain ontstanding, the
Grantor shall take no action discharging, canceling, extingnishing or otherwise impairing its
right, title and-interest in and to any of the Collateral. The Grantor shall be the owner of the
Collateral free from any right or claim of any other persom, lien,” security interest or other
encumbrance, and the Grantor shall defend the same against all claims and demands of all .
persons at any titne claiming the same of any interests that are adverse to the Secured Patty. The
Grantor shall not pledge, mortgage or create, or suffer to exist any right of any petson in or claim
by one person to the Collateral, or any security interest, lien or encumbrance in the Collateral in
favor of any person other than the Secured Party (except for liens pennitted by the Note Purchase

Agreement).
SECTION 6. Additional Provisions Concerning the Collateral,

(a)  The Grantor hereby authorizes the Secured Patly to file, without the

signature of the Grantor (where permitted by law), one or more financing or continuation
statements, and amendments therefo, relating to the Collateral,

. ()  Upon the occurrence and during the continuation of an Bvent of Defautt, -
the Grauntor hereby irrevocably. appoints the Secured Party the Grantor's attomey-in-fact and
proxy with full authority in the place and stead of the Grantor and in the name of the Grantor or
otherwise, from time to time in the Secured Party’s diseretion, to take any action and to execute
any instrument which the Secured Party may deem necessary or advisable to accomplish the
purposes of this Agresment, the Note Purchase Agreement and the other Note Purchase
Documents to which it is a parly, ineluding, without limitation: (i} to obtain and adjust insurance
required to be paid to the Secured Party, pursuant to Section 5(c) hereof; (i) to ask, demand,
collect, sue for, recover, compound, reseive and give acquittance and receipts for moneys due
and to become due undér or in respect of any Collateral; (iif) to receive, endorse, and collect any
drafis ot other instruments, documents and chattel paper in connection with clause (1) or (i)
above and to give full discharge for the same; (iv) to file any claims or take any action or
institute any proceedings which the Secured Party may deem necessary or desirable for the
collection of any of the Collateral or: otherwise to enforce the rights of the Secured Party with
respest to any of the Collateral; and (v) to execute and file financing statements, continuation

statements and amendments thereto,

) (c)  If the Grantor fails to perform any agreement contained herein, the
Secured Party may itself perform, or cause performance of, such agrooment or obligation, and-
the expenses of the Secured Party incurred in connection therewith shall be payable by the

Grantor under Section: 8 hereof.
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{d)  The powers conferred on the Secured Party hereunder are solely to protect
its interest in the Collateral and shall not impose any duty upon it to exercise any such powers.
Except for the safe custody of any Collateral in its possession and the accounting for moneys
actually received by it hereunder, the Secured Party shall have no duty as to any Collateral or as
to the taking of any necessary steps fo preserve rights against pnor parties or any other rights
pertaining to any Collateral.

(e)  Anything herein to the contrary notwithstanding: (i) the Grantor shall
remain [iable under the Related Confracts to perform all of jts obligations thereunder to the same
extent as if this Agreement had not been executed; (1) the exercise by the Secured Party of any
of its rights hereunder shall not release the Grantor from any of its obligations under the Related
Contracts; and (iif) the Secured Party shall not have any obligation or Hability by reason of this
Agreement under the Related Contracts nor shall the Secured Party be obligated to perform any
of the obligations or duties of the Grantor thereunder or to take any action to collect or enforce
any claim for payment assigned hereunder.

SECTION 7. Remedies Upon Occurrence of an Event of Default, If an Event of
Defauit shall have oceurred and be continuing:

(a)  The Secured Party may exercise in respect of the Collateral, in addition {o
other rights and remedies provided for herein or otherwise available to it {(whether under the
Note Purchase Agreement, the other Note Purchase Documents, at law or in equity), all of the
rights and remedies of a secured party on default under the Code (whether or not the Code
applies to the affected Collateral), and also may: (i) enter upon any premises on which the
Collateral may be situated and remove the same therefrom or require the Grantor to, and the
Grantor hereby agrees that it will at its expense and upon request of the Secured Party, forthwith
assemble all or part of the Collateral as directed by the Secured Party and make it available to the
Secured Party at a place to be designated by the Secured Party; and (ii) without notice except as
specified below, sell the Collateral or any part thereof in one or more parcels at public or private
sale, at any of the Secured Party's offices or elsewhere, for cash, on credit or for future delivery,
and at such price or prices and upon such other terms as the Secured Party may deem--
commercially reasonable. The Grantor agrees that, to the extent notice of sale shall be required
by law, ten (10) days’ notice to the Grantor of the time and place of any public sale or the time
after which any private sale is to be made shall constitute reasonable notification. The Secured
Party shall not be obligated to make any sale of Collateral regardiess of notice of sale having
been given. The Secured Party may adjowrn any public or private sale from time to time by
announcement at the time and placs fixed therefor, and such sale may, without further notice, be

made at the time and place to which it was so adjourned.

(b)  Any cash held by the Secured Party as Collateral and all cash proceeds
received by the Secured Party in respect of any sale of, collection from, or other realization upon,
all or any part of the Collateral shall be applied as follows: .

@ First, to the payment of the recasonable costs and expenses,
including, without limitation, reasonable attomney’s fees and legal expenses, incurred by the
Secured Party in cornmection with: (A) the administration of this Agreement; (B) the custody,
preservation, use or operation of, or the sale of, collection from, or other realization upon, any
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Collateral; (C) the exercise or enforcement of any of the righis of the Secured Party herennder; or
(D) the failure of the Grantor to perform or observe any of the provisions hereof}

: Gi)  Second, ratably to the payment of the Obligations as follows: first
in respeet of any fees not covered by clause (i) above; second, in respect of acerued but wnpaid
interest under the Note Purchase Agreement and the Note; third, in respect of unpaid principal
under the Note Purchase Agrecment and the Note; and fourth, in respect of unpaid paiticipation
~ payments (whether or not acerued, but limited to a maximum of $3.0 million in participation

payments) to Secured Party under Section 8.01 of the Note Purchase Agreement;

(i)  Third, to the payment of any other amounts required to be paid in
connection with the lguidation of the Collateral and by applicable law, including, without
limitation, any fees payable to Newlight and the back-up manager in accordarice with the terms
of the Service Agreement; and

(iv) Fourth, the surplus proceeds, if any, to the Grantor or to
whomsoever shall be lawfully entitled to receive the same or as a court of competent jurisdiction
shall direst,

(¢) In the event that the proceeds of any such sale, collection or realization are
insufficient to pay all amounts to which the Secured Party is legally entitled, the Grantor shall be
liable for the deficiency, together with interest thereon at the Base Rate or such other inferest rate
as shall be fixed by applicable law, together with the costs of collection and the reasonable fees
of any attorneys employed by the Secured Party to collect such deficiency.

SECTION 8. Indeomity and Expenses.

(a)  Pursuant to ferms and conditions of Scction 8 of the Note Purchase
Agreement, the Grantor agrees to indemnify the Secured Party from and.against any and all
claims, losses and liabilities growing out of or resulting from this Agreement (including, without
limitation, enforcement of this Agreement), other than losses divectly resulting from the Secured
Parly’s own gross negligence or willful misconduct. ) o

(t)  Upon the ocourrenoe and continuation of an Event of Default, the Grantor
will pay to the Secured Party the amount of any and all reasonable costs and expenses, including,
without limitation, the fees and disbursements of the counsel retained by the Secured Party for
itself and of any experts and agents, which the Secured Party may incur in connection with: (i)
the administration of this Agreement; (ii) the custody, preservation, use or operation of, or the
sale of collection from, or other realization upon, any Collateral; (iii) the exercise or
enforcement of any of the rights of the Secured Party hereunder; or (iv) the failure by the Grantor
to perform or observe any of the provisions hereof.

SECTION 9. Notice. Except as otherwise expressly provided herein, all notices,
requests and demands to or upon the respective parties hereto to be effective shall be in wnting -
(including by telecopy), arid shall be deemed to have been duly given or made when delivered by
hand, or three (3) days after being deposited in the United States mail, postage prepaid, or, in the
case of telecopy notice, when sent, or, in the case of a nationally recognized overnight courier
seérvice, one Business Day after delivery to such courier service, addressed, in the case of each

PATENT
REEL: 026803 FRAME: 0070



party hereto, to such party at its address specified in the Note Purchase Agreement, or to such
other address as may be designated by any party in a written notice to the other parties hereto.

SECTION 10. Security Interest Absolute. All rights of the Secured Party, all security
interests, and all obligations of the Grantor hereunder shall be absolute and unconditional
irvespective of: - (i) any lack of validity or enforceability of the Note Purchase Agreement, the -
Note or any other Note Purchase Document relating thereto; (ii) any change in the time, manner
or place of payment of, or in any other term in respeet of, all or any of the Obligations, or any
other amendment or waiver of or consent to any departure from the Note Purchase Agreement,
the Note or any other Note Purchase Document; (jii) any increase in, addition to, exchange or
release of, or non-perfection of any Lien on or security interest in, any other collateral, or any
release or amendment or waiver of or consent to departure from any guaranty, for all or any of
the Obligations; (iv) amy other circumstance which might otherwise constitute a defense
available to, or a discharge of, the Grantor in respect of the Obligations or this Agreement; or {v)
the absence of any action on the patt of the Secured Party to obtain payment or performance of
the Obligations from the Grantor. : .

SECTION 11. Miscellaneons.

(2}  Amendments and Waivers. This Agreement may not be amended,
supplemented, modified or waived except in accordance with the provisions of this Section
11(a). The Secured Party and the Grantor may, from time to time, enter into written
amendments, supplements,'modiﬁcations or waivers for the purpose of adding, deleting,
changing or waiving any provisions of this Agreernent.

()  No Waiver: Remedies Cumulative. No failure on the part of the Secured
Party to exercise, and no delay in exercising, any right hereunder shall operate as a waiver
thereof: nor shall any single or partial excrcise of any such right preclude any othet or further
exercise thereof or {he exercise of any other right, The rights and remedies of the Secured Party
provided herein are cumaulative and are in addition fo, and not exclusive of, any rights or
remedies provided by law or and under the Note Purchase Agreement, the Note and any other
Note Purchase Documents. The rights of the Secured Party hereunder against any party hereto
are not conditional or contingent on any attcmpt by the Secured Party to exercise any of its rights
under any other document or agreemeont against such party or againgt any other person.

(d) Severability. In case any provision in or obligation under this Agreement
shall be invalid, illegal or unenforceable in any jurisdiction, the validity, . legality and

enforceability of the remaining provisions or obligations, or of such provision or obligation in -
. any other jurisdiction, shall not in any way be affected or impaired thereby. :

(@)  Continuing Secwity Interest. This Agreement shall create a confivuing
security interest in the Collateral and shall remain in full force and effect until the payment in full or

release of the Obligations.

(e) " Satisfaction of Oblizations. Upon the satisfaction in full of the Obligations,
this Agreement and the security interest created hereby shall terminate and all rights to the -
Collateral shall revert.to the Grantor. The Secured Party will, upon the Grautor’s request, in
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exchange for the Grantor's signed receipt therefor, and at the Grantor’s cxpense: (i) return to the
Grantor such of the Collateral as shall not have been sold or otherwise disposed of or applied
pursuant to the terms hereof; (ii} execute and deliver to the Grantor such documents as the Grantor
shall reasonably request to evidence such termination; and (jii) file termination statements in all
applicable jurisdictions evidencing the release of the Secured Parfy’s security inferest n the

Collateral.

(f  Waiver of Suretyship Defenses. The Grantor waives demand, notics,
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 any description. With respect to both the Obligations and the Collateral, the Grantor assents
to any extension or postponement of the time of payment or any other indulgencs, 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 secondarily liable, 1o the acceptance of
partial payment thereon and the settlement, compromising or adjusting of any thereof, all in such
manner and at such time or times as the Secured Party may deem advisable. The Grantor further

waives any and all other suretyship defenses.

(g)  Goveming Law; Submission to Jurisdiction. THIS AGREEMENT AND
THE RIGHTS AND OBLIGATIONS OF THE PARTIES HEREUNDER AND
THEREUNDER SHALL BE CONSTRUED IN ACCORDANCE WITH AND BE
GOVERNED BY THE LAWS OF THE STATE OF WASHINGTON (WITHOUT
GIVING EFFECT TO THE PRINCIPLES THEREOF RELATING TO CONFLICTS OF
LAW), EXCEPT TO THE EXTENT THAT THE VALIDITY OR PERFECTION AND
THE EFFECT OF THE PERFECTION OR NON-PERFECTION OF THE SECURITY
INTEREST CREATED HEREBY, OR THE REMEDIES HEREUNDER, IN RESPECT
OF ANY PARTICULAR COLLATERAL ARE GOVERNED BY THE LAW OF A
JURISDICTION OTHER THAN THE STATE OF WASHINGTON, ANY LEGAL
ACTION OR PROCEEDING WITH RESPECT TO THIS AGREEMENT AND ANY
ACTION FOR ENFORCEMENT OF ANY JUDGMENT IN RESPECT THEREOT MAY
BE BROUGHT IN THE COURTS OF THE STATE OF WASHINGTON, LOCATED.IN
KING COUNTY, OR OF THE UNITED STATES OF AMERICA FOR THE WESTERN
DISTRICT OF WASHINGTON, AND, BY EXECUTION AND DELIVERY OF THIS
AGREEMENT, THE GRANTOR HEREBY ACCEYTS FOR ITSELK AND IN RESPECT
OF ITS PROPERTY, GENERALLY AND UNCONDITIONALLY, THE EXCLUSIVE
JURISDICTION OF THE AFORESAID COURTS AND APPELLATE COURTS FROM
ANY THEREOF. THE GRANTOR IRREVOCABLY CONSENTS TO THE SERVICE
OF PROCESS OUT OF ANY OF THE AFOREMENTIONED COURTS IN ANY SUCH
ACTION OR PROCEEDING BY THE MAILING OF COFIES THEREOF BY
REGISTERED OR CERTIFIED MAIL, POSTAGE PREPAID, TO THE GRANTOR AT
ITS ADDRESS SET FORTH HEREIN. THE GRANTOR HEREBY IRREVOCABLY
WAIVES ANY OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE
LAYING OF VENUE OF ANY OF THE AFORESAID ACTIONS OR PROCEEDINGS
ARISING OUT OF OR IN CONNECTION WITH THIS AGREEMENT BROUGHT IN
THE COURTS REFERRED TO ABOVE AND HEREBY YURTHER IRREVOCABLY
WAIVES AND AGREES NOT TO PLEAD OR CLAIM IN ANY SUCH COURT THAT

10
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ANY SUCH ACTION OR PROCEEDING BROUGHT IN ANY SUCH COURT HAS
BEEN BROUGHT IN AN INCONVENIENT FORUM.

(b)  Successors, ete. This Agreement shall be binding upon and inure to the
benefit of the Grantor and the Secured Party, and their respective permitted (ransferees,
successors and assigns. The Grantor shall not have the right to assign or transfer any right or
interest herein or hereunder without the Secured Party’s prior writien consent. The Secured
Party shali have the right, upon notice to the Grantor specifying the identity of the transferor,
successor or assignee, to transfer or assign to any Affiliate its rights and obligations hereunder,
and in connection therewith, the Secured Party may disclose to any such person any information
that it received or may receive from the Grantor hereunder.

(i)  Headings Descriptive. The headings of the several Sections and
subsections of this Agreement are inserted for convenience only and shall not in any way affect
- the meaning or construction of any provision of this Agreement.

)] Counterparts. This Agreement may be. executed in any number of
counterparts and by the different parties hereto on separate counterparts, sach of which when so
executed and delivered shall be an original, but all of which shall together constitute one and the

same instriment.

(k)  Waiver of Trial by Jury. TO THE EXTENT PERMITTED BY
APPLICABLE LAW, EACH OF THE GRANTOR AND THE SECURED PARTY
HEREBY IRREVOCABLY WAIVES ALL RIGHT OF TRIAL BY JURY IN ANY
ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR IN
CONNECTION WITH THIS AGREEMENT OR ANY OTHER NOTE PURCHASE
DOCUMENT OR ANY MATTER ARISING HEREUNDER OR THEREUNDER.

SECTION 12, Agreement fo Forebear. Notwithstanding anything to the contrary
contained in this Agreement, the Secured Party agrees that it will not exercise any of its rights or
remedies under this Agreement in the event that (i) the Secured Party has received $3.0 million
in participation payments pursuant fo Section 8.01 of the Note Purchase Agreement, and (ii) the
aggregate funds in the Escrow Fund equals at least the principal amount of the Note plus all
unpaid interest due pursuant to the terms of the Note plus the One Hundred Fifty Thousand

Dollar ($150,000) back-up manager fe as set forth in the Note Purchase Agreement.

[signature page follows]

i1
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IN WITNESS WHEREOF, the Grantor and the Secured Party have caused this
Agreement to be executed and delivered by their respective officers thereunto duly authorized, as
of the date first above written, '

PLATINUM INTELLECTUAL
PROPERTY, L.P.

By:  Platinum Intellectual Property GP, Inc.

[
d

By: 25
N ohln T. ¥Cork” Jaeger, Jr,
Its?¥” ChiefExecutive Officer

SEATTLE CITY EMPLOYEES®
RETIREMENT SYSTEMS

By:
Name; Mel Robertson
Title: Chief Investment Officer

'[SIGNATURE PAGE TO SECURITY AGREEMENT]
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IN WITNESS WHEREO¥, the Grantor and the Scoured Party have caused this
Agreement to be executed and delivered by their respective officers therennto duly authorized, as

of the date first gbove written. .

PLATINUM INTELLECTUAL
PROPERTY, L.P,

By:  Platinum Intellectual Property GP, Inc.
Its:  General Pariner

By: .
Name: John T, “Cork” Jaeger, Jr.
Its:  Chief Executive Officer

SEATTLE CITY EMPLOYEES?
RETIREMENT SYSTEMS

By:
Name: Mel Robertson /'Y
Title: Chief Investment Officer:

- [SIGNATURE PAGE TO SECURITY AGREEMENT]
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CERTIFICATE OF ACKNOWLEDGMENT

STATE OF TEXAS )
) ss.

county oF __ DAUAS . )

Before e, the undersigned, a Notary Public in and for the eounty aforesaid, on this j_é_'f- day of
December, 2004, personalty appeared John T. “Cork” Jaeger, Jt. to me known personally, and
who, being by me duly swom, deposes and says that he is the Chief Bxeoutive Officer of
Platinum Intellectual Property GP, Inc, (the “Parent”), the general partner of Platloum
Intellectual Property, L.P. (the “Partnership”), and that said instrument was signed and sealed on
behalf of said Partnership by authority of the Board of Directors of the Parent, and said John T,
“Cork” Jaeger, Jr. acknowledged said instrument to be the free act and deed of said limited -
Parent and Parimership, )

Notary Public Y Viston)
My commission expires: _ '

BB, kel M. KORTON
5‘:@& %ﬂ% MY CONMISSION EXPIRES
PLONE  Boplombor 18,2008
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SCHEDULE I
TO SECURITY AGREEMENT

Patents and Patent Applications

Application Ne.

Patent Family | Country Status Patent No, Issue Date
Catalyzed . ]
Tubricant u.s. 08/639,196 Tasued 5,877,128 | March2, 1999
Additives
- U.8. 09/258,171 JTgsued 6,258,758 Tuly 10, 2001
.S, 05/648 360 Issued 6,362,135 | March 26, 2002
PCT PCT/US98/16013 Converted - —
Canada 2,338,590 Pending -~
BEurope 089382361 Pending -— ---
Hong Kong 02101014.8 Pending oo a—
Japan 2000-562458 Pending - v
Mexico 001136 Issned 217061 October 20, 2003
PCT PCTAUS00/04049 Converted —
Canada 2,362,938 Pending - —
Burope 00910212.0 Pending = —
Hong Kong 02104521.8 Pending — —
Japan 2000-601109 Pending - . e
Mexico 2001/008574 Tssued 24357 .| Novmber2,
Process for
p Non-
Making Metal | ;g 60/21716 | provisional | .- -
Fluoride filed
Catalysts - .
U.s. 10/662,961 Pending - -
PCT PCT/UIS2003/033792 Pending -
U.S. - 10/662,992 "~ ° Pending - -
PCT PCT/US2003/034069 | Pending - —-
‘Non-
ZDDP Additive U.s, 60/511,290 . | provisional - -
: filed
U.s. 10/965,686 Pending - -
PCT PCTAUS2004/034272 |  Pending o~
Formation of
Organo- u.s. 10/944,452 Pending -
Fluorides
PATENT
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SCHEDULE 1

- 70 SECURITY AGREEMENT

(continued)

Trademarks qnd Trademarl Applications

Trademark

Country

Application No. /
Repistration No,

Application Date
Registyation Date

Description of
Goods/Servieas

Platinum Research
Organization LLC

U.s.

75/838,447

November 2, 1999

Catalytic lubricant

additives used in the |

manufachure of
industriaf and all
purpose lubricants
. (Class 1)

Tethrobond

Canada

1,056,829

April 27,2000

Lubricant
additives; coatings
in the nature of
boding agenis; all
purpose lubricants
and mnotor oil

Techrobond

Europe

1631001
1631001

April 27, 2000
June 7, 2002

Chemicals used in
industry, soience and
photography, as well

as in agriculture,

" horticulture and

forestry;
unprogessed
. ariificial resins,
unprocessed plastics;
manures; fire
extinguishing
compogitions; -
tempering and
soldering
preparations;
chemical substances
for preserving
foodstuffs; tanning
substances; lubricant
additives.
Paints, varnishes,
lacquars,
preservatives against
yust and against
delerioration of
wood; colorants;
motdants; raw
natural resins; metals
in foil and power
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form for painters,
decorators, printers
and artists; coatings
in the natwre of
bonding agents,
Industrial oils and
greases; lubricants;
dust absorbing,
wetting and binding
compositions; fuels
{including motor
spirif) and
illurninants; candles,
wicks; all purpose
Jubricants and motor
oil,

April 28, 2000

Techrobond Mexioco 423,124 Y.ubriocant additives
679,956 November 30, 2000 (Class 1)
Techrobond Meoxico 423,125 April 28,2000 Coatings in the
679,957 November 30, 2000 | nature of bonding
- agents (Class 2)
Techrebond Meoxico 423,126 Aprif 28, 2000 All purpose
679,958 November 30, 2000 | lubricants and motor
oil (Clags 4)
PATENT
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. SCHEDULETI
O SECURITY AGREEMENT

Locations of Goods and Equipment:, List of Trade Narﬁes; Websites

Locations of Goads and Equipment;

2828 Routh Shreet
Suite 500
Dallas, Texas 75201

‘Trade Names and Trademarks:
See Schedule I (Trademarks and Trademark Applications)
Websites:

www.platinumresearch.com
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SCHEDULE TIX
TOSECURITY AGREEMENT

List of Filing Offices for ¥inancing Statements

Secretary of State of State of Texas
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