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SOUTHWEST BANK

SECURITY AGREEMENT

THIS SECURITY AGREEMENT {("Agresment”) is made as of December 22, 2014, by AVIATION
DEVICES AND ELECTRONIC COMPONENTS, LL.C., aTexas limited lability company ("Borrgwer™), in favor
of SQUTHWEST BANK {"Bank"}. Borrower hercby agrass with Bank as follows:

1. Befinltions. A4s usaed in this Agreemant, the following terms have the meanings indicated

Daiow:

“Code” means the Uniform Commercial Code as in effact in the Siate of Toxas on the date
of this Agreement or as i may hereafler be amended from time to time.

"Collateral® means all of the personal property set forth below:

{a} Alleguipment of whatsoaver kind and characier now or hersafler possessed,
held, acquired or ownad by Borrewsr wherever looaled, togather with all reglacemants,
accassories, additions, substifulions and accessions 1o all of the foregoing, all records
relating In any way o the forsgoing {including, without imitation, any computer softwarne,
whelher on tape, disk, card, sirip, cariridge or any other form}.

{b} Al presant and hereafter acqulred inventory held, possessed, or gwned, in
whole or in part, by Borrower, wherever located, ali records refating In any way o the
foregoing {including, without imitation, any computer software, whether on tape, disk, card,

strip, cartridgs or any other form}.

{c} Al present and future accounts and general infangivies, inciuding payment
intangibles, now or hereafter ownad, held, or acguirad by Barrowsr, together with any and aff
books of account, customer fsts and other records relating It any way to the foregoing
{inchuding, without fimilation, computer softwars, whether on tape, disk, cand, strip, cartridge
or any other form}, and in any case where an account arises from the sale of goods, the

irlerest of Borrower in such goods.

{ad} Al patents and patent applications, and the inventions and improvements
dascribed and claimed therein, including, without limitation, those patenis snd pateat
appiications listed on Schedule "&7, sitached hereto and made 38 part hereof, and () the
reissues, divisions, continuations, renswais, extensions and continuations-in-pattheract, (i
ailincome, rovallies, damages and payments now or hereafter due andior payable under and
with respect therete, including, without mitation, payments under all licensss entered into
in conneaction therawith and danvages and payments for paster futura infringaments theraof,
and {iil) the right to sue for past, present and future infringaments thereof (all of the foregoing
patents and appiications, togsthar with the itams describsd in the foregoing clayses {4,
being someatimas hereinafter individually andfor alone, but not iimited to, these listed on

{&} Al licensg agreemants with any other parly in connection with any Patents
or such oiher parly’s patents or patent applications, whether Borrower s a licensor or
fivensee under any such licenss agreement, including, but not limited {¢, the license
agregments listed on Schedule "A", and itha right upon the occurrence and during the
continuance of an Event of Befault io use the foregoing in connection with the enforcement
of the rights of Bank under this Agreement {ali of the foregoing being bereinafter referred fo
collactively as the "Licenses"). Notwithstanding the foregoing provisions of this paragraph,

b TOR4T0.G (12718114}

PATENT
REEL: 034768 FRAME: 0242




the Licenass shall not include any license agreemend which oy s terms prohibits {which
probibition iz enforceable under applicabls iaw) the grant of the securily interest
cortemplated by this Agreement for so long as such prohibition continues; it being
obiain a consent for the crestion of a securily Interest in favor of Bank in Borrowsr's righis
under such ficense agreemant,

The term Collateral, as used hearain, shail also include ai Supporiing Obligations, Produnts,
and Procesds of ail of the foregoing (including without limitation, insurance payable by reason of luss
or damage io the farsgoing propery} and any properdy, securities, guaranties or monies of Borrowsr
which may ai any tUme come into the possession of Bank {as herainafier defineg).

“Lean Agreement” means the Loan Agresment of even date harewith, between Bank and

Borrowar, as such may be amended, renewed, extended, restated and repiaced from time to time.

Loan

i

"Oblicated Parly” means any party other than Borrower who secures, guarantees andior is
otherwise obligated to pay all or any portion of the indebisdness.

Albwords and phrases used herein which are expressly defined in Section 1.201 or Chapter 2 of the Code
shall have the meaning provided for therein, Other words and phrasss defined slsewhere in the Code shall
have the meaning specifisd therein except o the exient such meaning i inconsistant with a definition in
Saction 1.201 or Chapter 9 of ihe Cods.

2, Becurity interest. As securily for the Indebledness, Borrowsr, for valus received, hereby
granis to 8ank 3 continuing seourity inlerest in the Coliateral

3. Repregsentations and Warranties, Borrows: nereby represents, warranis and agrees as

follows!

{a} Due Authorization. The execution. delivery and performance of inis Agresment and
ail of the other Loan Documents by Borrower have been duly authorized by all necesasary eniily action
of Burrowar, o the extent Borrower is an entily. Borrower's axact legsl name is as set forth in the first
paragraph of this Agreement,

b} Enforceablily. This Agreemeni and the other Loan Bocumenis constitute legal, valid
and binding obligations of Borrower, enforceatls in accordances with their respective terms, axgept
as imitad by bankrupioy, insolvency or similar laws of genarat application relating to the enforcement
of creditors’ righis and except to the exient specific remedies may genegrally be limited by squiiable
princintes.

{c} Guneohip and Liens, Borrower has good and marketable itle to the Collateral fres
and clear of all kens, securlly interesis, encumbrances or sdverse olaims, excapt for the seourity
interast craeated by ihis Agrearment and excsp! as may have baen previously disciosed in writing to
Bank. No dispule, right of seloff, counlercialm or defenss exists with respect lo all or any pari of the
Collatgral, Borrower has not exsculsd any other security agresemeni carrently affecting the Sollataral
and no effective financing sialement or other instrument simiflar in offect covering alf or any part of
the Collaleral is on file in any recording office except as may have been exacuted or filed in favor of
Bank {or assignad o Bank}, or except 83 may have been previously disclosed to Bank.

{d} No Conflicts or Consents. Nelther the ownership, tha intended use of the Coliatersl
by Borrower, the gram of ihe security intarest by Borrower to Bank herein nor the exersise by Bank
of #ts rights or remedies hersundsr, will {i) confiict with any provision of (&) any domestic law, slaiule,

]
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rale or reguiation, (B) the articles or certificate of incorporation, charier, bylaws of parinerahip
agreement, as the case may be, of Borrower, or {C) any agreement, judgment, ficense, order oy
parmit applicadle to or binding upon Borrower, or (i) result in or reguire the creation of any lien,
charge of encumbrance upon any assels or properties of Borrower or of any person except as may
be expressiy confempiaied in the Loan Documents. Except as expressly cordemplated in the Loan
Daocuments, no consent, approval, autherzation or erder of, and no notice to or filing with, any court,
governmeantal authority or third party is required in connection with the grant by Borrower of the
security intorest herein or the sxercise by Bank of its rights and remedies hareunder,

{8} Securlty interesl. Borrower has and will have at all Hmes full right, power and
authority o grant @ securiiy interast in the Coflateral to Bank in the manner provided heraln, free and
ciear of gny fien, security interest or other charge or encumbrance, except as otherwise provided in
this Agreament. This Agreement creates a legal, valid and binding sscurity interestin favor of Bank

in the Coliateral securing the indebledness.

{f) Logation. Borrower's residence or chief executive office, as the case may be, and
the office whare the records concerning the Collateral are kept is located at iis address set forth on
the signaiure page hersol. Except as specified elsewhere herein, all Collaterai shall be kept at such
address and such other addresses, if any, as may be listed in Schedule "A” attached herste and
made a part hersof and at such othar locations as Borrower may so advise Bank, The identification
of Collateral localion{s) is not intended to restrict the breadth of Bank's seourify intarest in the
Coliateral,

{&} invenion. The securily interast in the inventory shall continue through ail stages of
manufacture and shal, without further action, atiach 1o the accousnds or other proceads resuiting from
the sate or other disposition thereof and to all such inveniory as may be relurned o Bomrower by iis

acoount deblors,

{h} Ancounis. Each account represernds the valid and iegally binding indebtadness of a
bona fide acoount debior arising from the sale or lease by Borrower of goods or the rendition by
Borrower of services and is not subjeot to contra accounts, setoffs, defenses or countarclaims by or
available to aceouni debtor obligated on the accounts except as disclesed by Borrower io Bank from
fime to time in writing. The amount shown as to each sccount on Borrower's books is the frue and
undisputed amountowing and unpaid thereon, subject only to discounts, alowances, rebales, oredits
and adjystments o whinh the account dabtor has & right and which have besan gisclosad 1o Bank in

writing.

(i} Palents. The Patenis and Licences isted on Schedule "A" atlached hereto and made
a part hereof inciude all of the Patents, patent applications now owned by Bortower, and all License
agresments in force as of the date hereo! with any other party in connection with any Palenis or such
other parties’ patents or patent applications whather Borrower is a licensor or ficenses ynder any such
ficense agreement. if, prior to the termination of this Agreament, Borrower shali {i) obtain the rights
te any new patentable inventions or Hcense agreemaents of any Fatants or palent applications in
connaction therewith or (i) become eniitied o the benefit of any Falent, patent application or any
relssue, division, continvation, renewal, extansion or continuation in partrelated to any Palentor any
improvament on any Patent, the provisions of Section 2 of this Agresment shall automatically apply
thareio whereby Borrower shall be deemed o glve io Bank a security interest thereio, and Borrower
ghall give to Bank prompt writlen notice of the matters specified in clauses {} and (i) of this

"8" as the case may be, o include any future Patents, patent applications and license agrasements
in connection with patents and patent applications that are Patents or Licenses under this Agreemant
and {b} filing such amended financing stalemants as Bank may deem appropriale, pertaining to such
future Patents, palentapplications and license agresmants. Nolwithstanding the feregoing, Borrower
agress that Bank's sscurlty inlerest shall extend to ali of the Coligteral fisted in this Agreement and
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Covenants. Borrower will comply with the covenants conlainad in this Saction

firmative Cove:

4. A

4 at all imes during the period of time this Agreament is effective uniess Bank shall otherwiss consent in
weiting.

{=} Ownershin and Lisans. Borrowsr will maintain good tille to gl Collateraifree and clear
of ai liens, sscurity interssls, sncumirances or adverse ciaims, except for the security interest
created by this Agreement and the securily intsrests and other encumbrances expressly permitied
by the other Loan Documents or by Bank in a separate documaent, Borrowar will not permit any
dispute, right of setoff, counterciaim or defense to existwith respeci te alt or any parnt of the Colialeral,
Rorrowar will cause any financing statemaent or other securily instrument wilh respectto the Collaters]
o be terminated, except as may exist or as may have baes flad o faver of Bank or except as
axprassly permitied by Bank. Borrower will defend at iis expanse Bank's right, title and seourity
irderest in and t0 the Collateral againsd the olaims of any third party.

b} Further Assurances. Borrowsrwillfrom time {o time at iis expense promptiy execisie
and deliver all further instruments and documents and take all further sction necessary or appropriaie
or that Bank may request in order {i} to perfect and protect the securily interest oreated or purporied
0 be created hereby and the first priority of such securily interest, including, but nol limied o,
obtaining conirol with respect to Collaleral consisting of deposit accounts, (i) o enable Bank fo
axarcise and enforce is righis and remedies hersunder i respsact of the Collsieral, and i} o
ctherwize effect the purposes of this Agreement, including without limitation: {A) preparing and filing
such financing or continuation statements, or amendments therelo; and (8) fumishing to Bank from
fime o fime sigtements and schedules further identifying and deseribing the Collsteraland such other
raports in connection with the Collateral, all in ressonable detall satisfactory to Bank., Borrowsr
authorizes Bank to prepare and fil2 a financing statement describing the Collateral as the Coliaterat
existy on the effective date of this Agreement and, also, as the description and type ofthe Coliateral
may change in the fulire,

{} inspaction of Collaieral. Borrower will keep adequale records soncaeming the
Colateral and will permit Bank and all representatives and agents appointad by Bank © inspect any
of the Collaisral and the books and records of or refaling fo the Coliateral at any time during normal
business hours, to make and take away photocopies, photographs and printouls thersot and to write
down and record any such nformation.

{d} Payment of Taxes, Bomowsr (i} will imely pay ail property and other {axes,
assessments and governmental charges or lavies impased upon the Coliateral or any part theraof,
(i) will timelv pay all lawful olaims which, if unpaid, might bacome 8 llen or charge upon the Collateral
or any part thereof, and (i} will maintain approprigte accruais and resarves for ali such liabilities in
a timely fashion in acoordance with generally accepled accounting principles. Borrower may,
however, delay paying or discharging any such taxes, assessments, charges, claims or llabilities so
ong as the validity thereof s contested in good falth by proper proceadings and provided Borrower
has set aside on Borower's books adeguate reserves thersfor; provided, however, Borrower
understands and agrees thatin the event of any such delay in payment or discharge and upon Bank's
writien reguest, Borrower will establish with Bank an esorow acceplable {o Bank adeguale fo cover
the paymentof suchiaxes, assessments and governmental charges with intarest, costs and penalties
and a2 reasonable additional sum o cover possible cosis, Interest and penalties {which escrow shall
be returned to Borrower upon payment of such faxes, assessmends, governmental charges, intarests,
costs and penaities or disbursed in aeoordanse with the resclulion of the conlest o the claimant) or
furnish Bank with an indemaily bond secured by 8 deposit in cash or other sgcurity acceptable to
Bank. Notwithstanding any ¢ther provision sontained in this Subsection, Bank may at ifs discration
exarcise iis rights under Subsection 8{c) at any time o pay such taxes, assgssments, governmential
charges, interest, cosis and penallias.

{&} Condition of Goods. Borrower wili maintain, presarve, protect and Keep all Collalersl
which constitutes goods in good condition, rapalr and working arder and wili cause such Collateral
to he used and operated in good and workmaniike manner, in accordance with applicable laws and
in & manner which will not make void or cancelable any insurance with respect to such Collateral.
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Borrower will promptly make or cause (o be made ali repairs, replacements and sther improvements
to or in connection with the Collateral which Bank may reguest {rom fime to time. Borrower has the
risk of loss concerning the Colisteral

{F) nsuance. Borrower will, a1 its own expense, maintain insurance with resgact to ail
Coflateral which constifutes goods in such amounts, againsi such risks, i such form and with such
insurers, as is reguired in the Loan Documents. ¥ reguested by Bank, each policy for properly
damage insurance shall provide for all losses (o bae pald directly to Bank. I ragussied by Bank, sach
policy of insurance mainiained by Borrower shall {i) name Borrower and Bank as insured parties
thersunder {(without any representation or warraniy by or obligation upon Bank) as theirinterests may
apgear, {ii) contain the agreement by the insurer that any luss thereunder shall be payable (o Bank
antwithsianding any action, inaction or breach of repressntation or warranty by Borrower, (i) provide
ihatthers shall be ne recourse against Bank for paymernd of premiums or other amounis with respeat
therete, and {iv) provide that ai lgast fiflesn (15) days prior written notice of cancellziion or of lapse
shail be given to Bank by the insurer. Borrowsr will, i reguasted by Bank, deliver o Bank original or
duplicate policies of such insurance and, as often as Bank may reasonably request, a repori of 8
reputable insurance broker with respect to such insurance . Borrower will also, af the requestof Bank,
duly execute and deliver instruments of assignment of suck insurance policies and cause the
respactive insurers o acknowledge notice of such assignment. Al insurance payments in respect of
iess of or damags 1o any Collateral shall be paid to Bank and applied as Bank in iis sole disoration
deems appropriats.

{g} Accounts and General intangibles. Borrower will, except as otherwise provided in
Subsection 8{c), collect, at Borrower's own expeanse, all amounts dug or o bacome dus under sach
of the accounts and general intangibles. In connaction with such coliections, Borrower may and, at
Bank's direction, will take such action noi otherwise forbidden by Saction & as Borrower or Bank may
desm necessary or advisable to enforce collection or perfermance of each of the acsounts and
ganeral intangibles. Borrowsr will alse duly perform and cause 1o be performed all of i3 obligations
with respact io the goods or services, the sale or lease or rendition of which gave rise or will give rise
ic each accouni and alf of its obligations o be performad under or with reapscl 1o the general
intangibles.

§. Negative Covenants. Borower will comply with the covenants contained in this Seg &
at aif times during the pericd of time this Agreement is effective, unless Bank shall otherwise conseant in
writing.

{a} Transfer or Encumbrance. Borrowsr will not {i} sell, assign {by speration of law or
otharwise}, transfer, exchange, iease of otherwise dispose of any of the Coliateral, (i) grant a lienor
security interest in or file or record {or authorize any filing or recoding) any financing statement or
other securily instrument with respact {o the Collateral to any party other than Bank, of (#} deliver
actual or constructive possession of any of the Collateral to any party other than Bank, exceptfor (A}
sales and leases of inveniory in the ardinary course of Borrewer's husiness, {B} the saile or other
disposal of any item of equipment which is wom sut or obsciste and which has been replaced by an
e of squalsuitsbility and value, owned by Borrower and made subject to the securily interest under
this Agreament, but which is otherwise free and clear of any lien, securily interast, encumbrance or
adverse claim, provided, however, the exceptions permitted in clavses (&) and (B} above shall
automaticaily terminate upon the ocourrence of an Event of Defauil,

{b} impairment of Security Intersst. Borrower will nottake or fail 1o take any action which
wauld in sny manner impair the value or enforeeabiiity of Bank's securily interest in any Collateral.

{c} Borrower will not cause or permit the removal of any
Coiateral from i possession, contrel and risk of loss, nor will Borrower cause or permit the removal
of any Collateral from the address on the signature page hergof and the addrasses specifisd on

at ather ocations of which

with the possession of any Coliateral by Bank or by His ballee, or (il
Borrower has advised Bank.

734183 (1E81a
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{d} Changses in Location and Draanization. Borrowerwill not cause or permit any change
in the ipcation of () any Cotialeral, {i) any records concarming any Colisteral, (i) Borrower's residences
or chisf executive office, as the case may be, to a jurisdiction other than as represented in this
Agreament, or {(iv} change the state of Borrowsr's organization a8 it exisls on the datse of this
Agreement, or (¥} change Borrower's name as it exists on the date of this Agreement, unkess
Barrowar shall have notified Rank in writing of such change al least thirly (30} days prior o the
effactive date of such change, and shali have frst taken alf action required by Bank for the purposs
of furthar perfacting or proiecting the ssourity inlerestin favor of Bank in the Collateral In any written
sotice furnished pursuant to this Subsaction, Borrewer will expressly slate that the notice is reguired
by this Agresment and coniaing facts ihal may reguire additionsal filings of financing stslemeanis or
oiher notices for the purpose of continuing perfection of Bank's secyrity interest in the Collateral.

{a} Reatrictions on Fulure Agreements. Bormwer will nol, without Bank's pricr wrilten
consent, enter into any agreement, including, without Hmitation, any #cense agreement, which is
inconsistent with this Agreemaent, and Borrower further agraes that i will nottake any action, and will
not parmit any action o be takan by others subject {o its control, including Boensees, or fail o take
any action, which woull affect the validity or enforcement of the rights transferred fo Bank under this
Agresmernd or under any other Loan Document o the rights assonisted with those Palenis which are
necessaly or desirable in the operalion of Borrower's business. Bormwer further agiees hat the use
by Bank of the Patents and Licenses a5 authorized hareunder shal be co-extensive with Bowower's
rights thereunder and with respect theralo and without any Hubility for rovallies or other reiated
charges from Bank o Borrower,

&. Rights of Bank. Bank shall have the righte contained in this Section § st gl times during the

neriod of ime his Agreement i3 effective afler an Event of Defaull has socurred, even i such Event of Default
has been cumed,

{a} Power of Attorney. Borrower hereby iravecably appoints Bank 83 Borrows's
attorney-in-fact, such power of attorney being coupled with an interast, with full authority in the place
and siead of Sorrower ang in the name of Borrower or otherwise, from tme o time in Bank's
discretion, {o take any action and to erecule any instroment which Bank may desm navessary of
appropriaie fo aocomplish the purposes of this Agresment, including without imitation: {i} fo oblain
and adiug! insurances renuired by Bank hereunder if Borrowsr has not acquired such within five {8}
days afier Bank has provided writlen notice of such failure; (i) to demand, collect, sue for, recsver,
compound, recelve and give acqulttance and raceipts for moneys dug and o becoms dus under or
in respact of tne Coliateral; (i) to receive, endorse and ooliect any drafls or other insirumenis,
documents and chatiel paper in connection with clause (i) or {il} above; and {iv} io file any claims o7
take any action or institule any procecdings whish Bank may deam necessary or apprepriate for the
collection and/or prasarvation of the Colistera] or oiherwiss to enforos the rights of Bank with respent

to the Colinteral

{&} Performance by Bank. if Borrower fails o perform any agreement or obiigabion
provided herein, Bank may iisalf perform, or cause performance of, such agreement or obiigation,
and the axpenses of Bank incurrad in connection therewith shall be & part of the Indebiedness,
secured by the Collsteral and pavable by Bosrower on demand.

{e) Notlfication of Segeunt Borrowers. Bank may atits discration from time o Hime notify
any or all obligors under any accounts or general intangibles {4} of Bank's securily interest in such
aocounts or geneml infangibles and direst such obligors W make payment of all amounds due arfe
sesoms dus o Borrewer thersunder directly i Bank, and i) to verify the accounts or general
intangibles with such obiigors. Bank shall have the right, at the expenses of Boreower, 0 enforse
collection of any such accounis or general intangibles and to adjust, settle or compromise e smaount
or payvment thereof, in the same manner and o the same extend as Borrower.

o
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it under this

7. Bvents of Befsuil. Each of the following constifutes an ©
Sgreement {subject io all applicable grace snd/or notice and cure provigions i

aj} Failure to Pav indebiedness. The failure, refusal or neglect of Borrower or an
i DSUNIS W0 ray inden ; ¥

Obligated Parly to make any payment of pencipal or inlerest on the indebtednass, or any portlon
tharani, as the same shail become due and payable; ofF

{by Defauit Under Other Loan Documents. The oceurrence of an Event of Delaull or
Oefault under any of the other Loan Documents; or

{c} False Represeniation. Any representation cortained herein is false or misleading
in any material respect when mads; or

{d} Asction by Qiher Lienhelder. The holder of any lien or security interest on any of the
assais of Borrower, ncluding withoul fimitztion, ihe Collaleral (without herety implying the consent
of Bank to the existencs or creation of any such ien or security interest on the Collateral), declares
a defaull thereunder or institutes foreclosure or other proceedings for the enforcament of He remadies

thersunder.

8. Remedies and Related Rights., i an Event of Dafault shall have cocurred and e
sontinuing, and without limiting any other rights and remedies provided herein, under any of the other Loan
Documenis or otherwise avallable fo Bank, Bank may exgroise one or more of ihe rights and remedies
provided in this Section.

{a} Remadies. Bank may {rom time o lime atits discretion, withoutiimilation and without

notice sxcept as expressiy provided In any of the Loan Doguments:

{4} exercise In respect of the Collateral ail the rights and ramadies of a securad
party undar the Code {whether or not the Code applies to the affected Collateral},

{i§} require Borrower 1o, and Borrower hereby agreas thatl i will ai ils expense
and upon request of Bank, assemble the Coliateral as directed by Bank and make Ravailable
o Bank at a place (o be designated by Bank which is reasonably convenient (o baih parties,
Bank having no obligation to clean up or stherwise prapare the Collateral for sale:

{iify reduce s olaim to judgment or foresiose or otherwise enforce, in whole or
in part, the security interest granted hereunder by any available judicial procedurs!

{iv} seil or othenvise dispose of, at its office, on the pramises of Borrower or
eisewhere, the Colisteral, as o unit orin parceals, by public or private proceadings, and by way
of one or more contracts (it being agreed that the sale or other digposilion of any part of the
Cotlateral shall not exhaust Bank's power of sale, bul sates or other dispositions may be
made from time o timo until all of the Collateral has been sold or dispossed of or unti the
indentedness has been paid and performed in full), and at any such sale or other disgposition
it shali not be necassary o exhibl any of the Coliateral]

{v} puy the Collateral, or any portion thereof, at any public sale;
{wi} buy the Coliataral, or any partion thereof, at any privale sale if the Collaterat
is of 8 type customarily sold in 2 recognized market or is of a typs which 8 the subjeci of

widely distributed standard grice quotations; and

{vii} apply for the appointment of a receiver for the Coilateral, and Borrower
fiereby consents D any such appointment,

Borrower agress that in the evani Borrower i3 entitted to recelve any notice under the Unlform
Commercial Code, as it exists in the state governing sny such notice, of the sale or other disposition

o~y
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of any Collataral, reasonable notice shall be deemed given when such notice is deposited in &
depasilory receptacie under the care and cusiody of the United Siates Postal Service, postage
prepaid, at Borrowar's address set forth on the signaiure page herenf, ten {10) days prior to the date
of any public sale, or after which a private sale, of any of such Collateralis to be heid. Bank shallnot
be obligated to make amy sales of Uollateral regardiess of notice of sale having been given, Bank may
adjourn any public or private sals from tme 1o time by announcemaent i the fime and place fixed
therafor, and such sals may, without further notice, be made al the time and place o which B was so
adipurned, Borrower walvas any fight it may have to require Bank to pursue any third person for any
of the indebledness,

{b} Apgplication of Proceeds. if any Event of OBefaull shall have ooourred, Bank may at
its discretion agply or us2 any cash heid by Bank as Collateral, and any cash precends received by
Bank in respect of any sale or other disposition of, coliaction from, or other reziization upon, allnrany
part of the Goliateral as follows in such order and manner 33 Bank may eloot:

{3 te the repayment or reimbuserment of the reasonable costs and expenses
{inolugding, without Hmilation, reasonable attormeys’ feas and sxpenses} incured by Bank in
connestion with (&) the adminisiration of the Loan Uocuments, {B) the custody, presarvation,
use or aperation of, or the sale of, collaction from, or other reglization upon, the Tolisteral,
and () the srercise or anforcement of any of the righls and remedizs of Bank hereunder;

{ii) to the payment or sther satisfaction of any lens and other encumbrances
upon the Collateral;

{iii} io the satisfaction of ihe indebiedness,;

{iv} by hiolding such cash and procseds as Colladeral;

(v} 16 the paymaest of any olher amounts required by applicabie law; and

{rd} by delivery to Borrower ot any other parly fawfully entitled {o receive such

cash or procssds whether by dirsction of 2 court of competant jurisdiction or stherwise.

{c} Deficiency. In the event that the proceeds of any sale of, collention from, or other
reallzation upon, all or any part of the Collaleral by Bank are suificlent to pay all amounis 1o which
Bank is lagally entittes, Borrower and any party who guaraniesd or is oiherwise obiigaied io pay all
or any potion of the indebledness shall be lable for the deficiency, together with interest thereon as
provided in the Loan Documernds,

{d} Non-Judicial Remedisas. ingranting io Bank the power to enforce s righis hereyndar
without prior judicial process or judicial hearing, Borrower expressiy waives, rencunoes and knowingly
relinguishes any lsgal right which might otherwise require Bank to enforce Hs rights by judicial
precess, Borrowar recegnizes and congadas that non-judisial remedios arg consisientwith the usage
of trade, are responsive o commerntial npecessity and are the resull of a bargain at arm's lengih.
Notning herein is intanded to prevend Bank or Borower from resorling to judicial process at either
party's oplion.

{g} Othrer Recourse. Borrower wabves any right o reguire Bank in prooeed against any
third party, exhaust any Coliateral or other security for the Indebilednass, or to have any third party
jsinad with Borrowaer in any sult arising sut of the indebtadness or any of the Lean Bucuments, or
pursue any otherremedy available to Bank, Borrower further waives any and ailnotice of accegiancs
of this Agresment and of the creation, modification, rearrangement, renewal or extension of the
indebiedness, Borrowsr further waives any defenss srising by reason of any disabilily or other
defense of any third party or by reason of the cassation from any cause whalsogver of the Habillty of
any thirg party. Until alf of the Indebledness shall have been paid in Tull, Borrower shall bave no right
of subrogation and Borrower walves the right to enforce any remedy which Bank has ormay hareafler
have against any third party, and waives any benelit of and any right to participate in any other
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security whatsoever now or hereafler held by Bank. Borrowsr authorizes Bank, and without notice
or demand and without any resarvation of rights against Borrower and without affecting Borrowsr's
ftabilly hereunder or on the Indebladness to {i) take or hoid any other properly of any type from any
third party as securily for the indebtedneas, and exchange, enforce, walve and releass any or all of
such other property, (i) apply such siher property and direct the order or mannegr of sale theres! as
Hank may in its discration datermine, () renew, exiand, acceleraie, modify, compromise, settie or
releass any of the indshiedness or other security for the indebledness, {iv) walve. enforce or modify
any of the provisions of any of the Loan Documenis executed by any third party, and {v} release or
substitute any third party.

wiff not be considered to adverssily affectthe commercial reasonablensss of any sale ofthe Oollateral.
if Bank selis any of the Collateral upon credit, Borrower will be cradiied only with payments actually
made by the purchaser, received by Bank and applied to the indebladness of the purthiasaer, In the
aveni the purchaser fails to pay for the Collateral, Bank may resell the Tolintera! and Bormower shall
be credited with the proceeds of the sals.

4. Compliance with Other Laws. Bank may comply with any spplicable state or fedaral law
reguiraments in connaction with 8 disposition of the Coliateral and complisncs will nol be considered
advarsely affact the commersinl roasonableness of any sale of the Coligtersl

4G,

{a} Entire Agreemeni. This Agreement containg the antire agreement of Bank and
Borrower with respect to the Collateral. Ifthe parties herelo are parties 1o any prior agreement, aither
written of oral, refating to the Collatersl, the terms of this Agresment shall amend and supersede the
terms of such prior agresments as io fransactions on of after the sffective date of this Agreement,
but all security sgreoments, financing statements, guaranties, other contrants and notices for the
benefit of Bank shall continueg io full force and effect to secure the Indebledness unless Bank
spacifically releases iis righis thergundar by separate reiesse.

{t2} Amendmeni Mo modification, consent or amendmaent of any provision of this
Agreament or any of the other Loan Documents shall e valld or effective unless the same is in
writing and signad by the parly against whom it s sought to be enforced.

{c} Actinas by Bank., The len, security interest and other seourity rights of Bang

hergundar shall not be Impaiced by {8 any renswal, extension, increase o madification with respact
¢ the Indsbtedness, (H) any surrander, compromise, release, renewal, sxiension, exchange or
substitution which Bank may grant with respect to the Collateral, or (i} any relegse or indulgence
granted to any endorser, guaranior or surety of the indebledness. The taking of addiional security
by Bank shall not release orimpalr the lian, secunty interest or other security rights of Bank hersunder
or affect the obligations of Borrower hereunder,

{edy Waiver by Bank. Bank may waive any Event of Default withou! walving any other
prios or subseguent Event of Defaull, Bank may remedy any defaull without waiving the Event of
Defauit remadiad. Nelther the failure by Bank to sxerciss, nor the delay by Bank in sxercising, any
right or remedy upon any Event of Defauit shall be construed as a waiver of such Event of Default or
as & walver of the right to exercise any such righd of remedy i a izter date. No single or partial
exercise by Bank of any right or remedy bersunder shall exhiaustihe same or shall precivude any other
or further exercise thereof, and avery such right ¢r remedy hersunder may be axercised st any time.
WNo waiver of any provision harenf or consent o any departure by Borrower therefrom shall be
effective unless the same shall be i writing and signed by Bank and then spoh waiver or consent
shall be effentive only in the specitic instances, for the purpose for which glven and to the extant
tharein specified. No notice to or demand on Borrower in any case shall of ilself entilie Borrower to
any oiher or further netice or demand In similar or other sircumstances.
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{a} Costs and Exganses. Borrowar will upon demand pay to Bank the amount of any
and ali costs and gxpenses {including without limitation, reasonable attorneys’ fees and expensas),
which Bank may incur in connection with {1} the transactions which give rise to the Loan Documaents,
(i} the preparation of this Agreament and the perfection and preservation of the security inferests
granied under the Loan Docuraents, (i) the administration of the Loan Documents, {iv} the custody,
praservation, use or operation of, or the aale of, collection from, or other reslization upon, the
Cotiateral, {v) iha exercise or enforcement of any of the rights of Bank undsr the Loan Documents,
or {vi} the failure by Borrower to parform or observe any of the provisions hersof.

{£} QOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS AND
APPLICABLE FEDERAL LAWS FXCEPTTO THE EXTENT PERFECTION AND THE EFFECT OF
PFERFECTION OR NON -FERFECTION OF THESECURITY INTEREST GRANTED HEREUNDER,
N RESPECT OF ANY PARTICULAR COLLATERAL, ARE GOVERNED 8Y THE LAWS OF 4
JURISDICTION OTHER THAN THE STATE OF TEXAS.

{g} YERUE. THIS AGREEMENT HAS BEEN ERTERED TG I TARRANT COUNYY,
TEXAS, AND IV SHALL BEPERFORMABLE FOR ALL PURPOSES M SUCH COUNTY., COURTS
WITHIN THE STATE OF TEXAS SHALL HAVE JURIBDICTION OVER ANY AND ALL DISPUTES
ARISING UNDER OR PERTAINING TO THIS AGREEVMENT AND VERUE FOR ANY SUCH
GISPUTES SHALL BE IN TARRANT COUNTY, TEXAS,

{h} Sgverability. I any provision of this Agreement is held by a court of competent
jurisdistion {o be illegal, Invalid or unenforceable under present or future laws, such provision shall
be fully severable, shall notimpair or invalidate the remainder of this Agreemant and the effect thergof
shall ba confined o the provision heid to be #legal, invalid or unenforceable.

{i} No Qb!égatien_. Mothing contained herain shall be consiryed as an obligation on the
part of Bank o extand or conlinue to extend credit {o Borrowear,

{3 Notices, Al notices, requesis, demands or other communications required or
parmitted (o be given pursuant to this Agreement shall be in wriling and given as setforth in the Loan
Agreament,

{k} Binding £ffect and Asaignment. This Agreament {) creales a condinuing seourily

interast in the Coliateral, (i) shall be binding on Borrower and the hiwlrs, executors, adminsiators,
personal representatives, successoers and assigns of Borower, {{if) shall be binding on all parties
whofwhich become bound as Borrower under this Agresmant, and {iv} shall inure o the benefit of
Bank ang s successors and assigne. Without imiling the generality of the foregeing, Bank may
pledge, assign or otherwise iransfer the Indebtedness and its rights under this Agreement and any
of the other Loan Documents to any other parly. Bormowse's righis and obligations hereunder may
not be assigned or otherwise transferred without the prior wrilten consant of Bank,

{ Termination. itis contempiatad by the parties hereto that from Hme to ime there may
be no cutstanding Indebtadness, but notwithstanding such ocourrences, this Agreemeni shaliremain
valid and shali be in full foroe and effest as i subsequent oulstanding indebtedness. Upon (i} the
satisfaction in full of the Indebledness, {1} the termination or expiration of any commitment of Bank
1o extond credit to Borrower, (i) written request for the termination hergof delivered by Borrower to
Bank, and {ivi written release or termination deliverad by 8ank to Borrower, this Agreement and the
security interasis crested hergby shallterminate. Upontermination of this Agreementand Borrower's
writterr regquest, Bank will, at Borrower's sole cost and expense, retum o Borowsr sueh of the
Coflateral as shall not have been sold or otharwise disposed of or applied pursuant to the terms
hereof and execute and deliver to Berrower such documents as Borrower shall reasonably request
to evidenase such termination.
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{m} Cumulative Bighis. Al rights and remadiss of Bank hereundsr are cumulative of
aach othar and of avery othar right or remady which Bank may otherwise have at law or in aquily or
undar any of the other Loan Documeants, and the sxerciss of ons or more of such rights or remaedies
shall not prejudice or impalr the concurreni or subsequent axsrcise of any other rights or ramadias.

) Gangdar and Numbsr. Within this Agreement, words of any gendar ghali bs held and
sonsirued io nolude the other gendar, and words in the singuier number shali be held and consirusd
to includa the plural and words In the plural number shall be held and construed o include the
singular, uniess in each instance the confext requires otherwise,

{) Descriptive Meadings. Tha headings in this Agraemaentars for conveniencs only and
shall in no way enlarge, Emit or defing ths scops or meaning of the various and severa! provisions

heraof,

Effective Dacember 22, 2044,

Borrower's Address: Bornowen:

PRMNC COMPORENTS,
Ny

AviaTion DEVICES AND ELECTRONMIS COMPONENTS,
L.L.C., 3 Texas limited fiabilty company

1810 Mony Straat

Fort Waorth, Texas 78102

Bank's Addreas!

Southwest Bank

PO, Box 882020

Fort Worth, Texas 76162-2026
Altn: Rasie Balbo
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