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SECURITY AGREEMENTY

This SECURITY AGREEMENT, dated as of May 31, 2017 {as amended, supplemented or
otherwise modified from time fo time i accordance with the provisions hereof, this

" sgreement’), is made by and between SECURE CHANNELS INC., a Delaware carporation
{the "Grantor™), in favor of PETNEDA HOLDINGS LIMITED (the "Secured Party™),

WHEREAS, on the date hereof, the Secured Party has made and may make certain loans to the
Girantor (the "Loans'), evidenced by that certain demand premissory note of even date herewith
{25 amended, supplemented or ntherwise modified from tme © time, the "Losn Agreement”)
made by the Grantor and payable to the order of the Secured Party. Capitalized terms used but
not otherwise defined herein shall bave the meanings assigned to such terms in the Loan
Agresment;

WHEREAS, this Agregment is given by the Grantor in favor of the Sceured Party to secure the

-

pavment and performance of all of the Secured Obligations; and

WHERFEAR, it is a condition to the obligations of the Secured Party to make the Loans undey the

Loan Agrecment that the Gramtor exeeute and deliver this Agreement.

NOW, THEREFDRE, in consideration of the mutual covenants, terms and conditions set forth
herein, and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties agree as follows:

i Definiions,
{&) Unless otherwise speeified herein, all referencey to Sections and Schedules

herein are to Scetions and Schedules of this Agreement.

(b} Uinless otherwise defined herein, terms used herein that are defined in the
UOCC shall have the meanings assigned to them in the UCC, However, if a term is defined
in Articls @ of the LICC differently than in another Article of the UCC, the term has the
meaning specified in Article 9

{e) For purposes of this Agreement, the following terms shall have the
following meanings:

"Colateral” has the meaning sot forth o Section 2.

“Copyrights" means any and all copyright rights, copyright applications,
copyright registrations and like protections 1 each work or authorship and derivative
wark thereof, whether published or unpublished and whether or not the same also
constifuies a trade seeret

“Event of Defanlt” means the ocawrrence of any of the following events:

{1} The fatlure of Granior to meet the Secured Obligations,
including without Hmitation the failare of Grantor to perform punctually and
properly any Secured Obligations or any part thereof within fifteen (13) days after
receipt of notice of non-performange; or
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(1) The insolvency of Grantor; or

(i) The levy against the Collateral, or any part thereof, or any
execution, attachment, sequestration or sther wiit; or

(ivli  The adjudication of Grantor as bankrupt, or the granting o
it of relief as a debton or the filing, by way of petition or answer, of any petition
or other pleading seeking adjudication of Grantor as bankrupt, or for other relief
as a deblor, or av a d}tibtmmt of any of its debts, or any other relief under any
bankruptey, reorganization, debtors” relief, or insolvency laws now or hereatfior
existing; or

{v) The failure of Grantor to repay the outstanding principal
balance of the Loans and all acerned but unpaid fnterest outstanding when due.

"First Priovity” means, with respect to any Hon and securily mnterest
purported to be created in any Collateral pursuant to this Agreement, such len and
seonrity interest is the most senior Hen 1o which such Collateral is subject.

“{ntellectual Property” means all of Gy antur right, title, and interest in

and to the following: (1) its Copyrighis, Trademarks and Patents, (i) any and all wrade

seorets and trade secret rights, including, withoot Hmitation, any vights 1o unpatented
swmmnm, know-how, operating manuals, (1) any and all source code, (v} any and all
desion rights which may be available to Gramtor, (v any and all claims for damages by
way of past, present and future infringement of any of the foregoing, with the right, but
not the obligation, to sue for and colleet such damages for said use or infringement of the
Intellectual Property n»rhwb identified above; and (vi) all amendments, renewals and
extensions of any of the Copyrights, Trademarks or Patents,

“Patents” means all patents, patent applications and like protections
inciuding without Hmilation i‘}vlpt‘{‘f"‘ﬁl“t}t}f% divistons, continuations, renewals, reissues,
extensions and continuations-in-part of the same, including, withowt Hmitations, those
patents and patent applications listed on Schedule 1o this Agreement.

"Perfection Certificnte” has the meaning set forth in Section 5.

“Proceeds” means "procesds” as such torm is defined in section 9-102 of
the UCC and, in any event, shall include, without lmitation, all dividends or other
fncome from the Collateral, collections thercon or disteibutions with respect thereto.

“Secured Obligations” has the meaning set forth in Seetion 3

"Trademarks” means any trademark and servicemark nights, whether
registered or not, applications to register and registrations of the same and ke
protections, and the entire Cfmdmi{ of the business of Borrower connected with and
svmbolized by such trademar
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MU means the Uniform Commercial Code as in effect from time to
fime in the State of California or, when the laws of any ciher state govern the method or
NN 3£' the perfection or enforcement of any security interestin any of the Collateral,
the Uniform Commercial Code as in effect from time 10 time 1n such state,

2. Grant of Seeurity Interest. The Grantor hereby pledges and grants to the Secured
Party, and hereby creates a continning First Priority lien and security interest in favor of the
Secured Party in and to all of its right, title and interest in and 1o all assets of Grantor, wherever
located, whether now existing or hereatter from time 1o time ansing of acguired {mhu{;v oly, the
“Collateral™), including, but not limited to, the following:

{a} all personsl property of every kind and natore including all accounts,
goods (including trventory and equipment), documents {including, if applicable,
clectronic documents), instruments, promissory notes, chatie] paper {(whether tangible or

electronic), letters of credit, letter-of-credit rights (whether or not the letter of { eredit 18
evidenced by a writing), securities and all other investiment property, general imtangibles
(including all payment nmuozhicsa; money, deposit accounts, and any other contract
sights or rights to the payment of money, and all Intellectual Property; and

{by all Proceeds and products of each of the foregoing, all books and records
relating to the foregoing, all supporting abligations related thereto, and all ACCEASIoNS 10,
substitutions and replacements for, and rents, profits and products of, each of the
foregoing, and any and all Proceeds of any insurance, indemmity, warranty or goaranty
payable to the Grantor from time to time with respect to any of the foregoing.

3. Secured Obligations. The Collateral secures the due and prompt payment and
perforptaee off

{a} the obligations of the Grantor from time {o time avising under the Loan
Agreement, this Agreement or otherwise with respect to the due and prompt payment of
{1} the principal of “and pﬂ,mmm if any, and interest on the Loans ixmﬁ\gd ng interest
aceruing doring the pendency of any bankruptey, insolveney, recetvership or other
similar procecding, regardless of whether allowed or allowable in such proceeding),
when and as due, whether at maturity, by acceleration, upon one or more dates set for
prepayment or otherwise and {11} all other monetary obligations, including fees, costs,
attorneys’ fees and dishursements, reimbursersent obligations, contract causes of action,
expenses and inderanities, whether primary, secondary, divect or indirect, absclute or
contingent, due or to become due, now existing or hereafier arising, fixed or otherwise
{including monetary obligations incurred during the pendency of any baokruptey,
insalvency, receivership or other similar proceeding, regardiess of whether allowed or
allowable in such proceeding), of the Grantor under or in respect of the Loan Agreement
and this Agreement; and

(b} all other covenanis, duties, debts, obligations and Habilities of any kind of
the Grantor ander or in respect of the Loan Agreement, this Agreement or any other
document made, delivered or given in connection with any of the foregoing, in each case
whether evidenced by a note or other writing, whether allowed in any bankruptey,

w2
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insolvency, receivership or other similar proceeding, whether arising from an exlension
of credit, ssuance of a letter of credit, acceptance, loan, guaranty, indemnification o
otherwise, and whether primary, secondary, direct or indirect, absolute or contingent, due
or to become due, now existing or hereafter arising, fixed or otherwise (all such
obligations, covenants, duties, debts, liabilities, sums and expenses set forth in Section 3
being hersin collectively called the "Secured Obligations”).

4. Perfection of Security Inierest and Further Assurances
{a} The Grantor shall, from time o time, as may be reguired by the Secured

Party with respect to all {‘Uifiatwai iake all actions as may be requested by the Secured
Party to perfect the security interest of the Secured Party in the Collsteral, tnctuding,
without limitation, with respeet to all Collateral over which control may be obtained
within the meaning of sections 8-106, 9104, 9-108, 9-106 and 9-107 of the UCT, as
applicable, the Grantor shall take all actions as may be requested from fime to time by the
Secured Party so that coutrol of such Collateral is obtained and at all times held by the
Secured Party. All of the foregoing shall be at the sole cost and expense of the Grautor.

() The Grapter hereby rrevocably authorizes the Secured Party at any time
and fron Hme to tme to file inany relevant | uubdutmn any financing statements and
amendments thereto ﬂml contain the fnformation required by Article 9 of the UCC of
each applicable jurisdiction for the filing of any financing statement or amendment
relating to the Collateral, tncluding any financing or continuation statements or other
documents for the purpose of perfecting, confinming, continaing, cuforcing or protecting
the seeurity interest granted by the Grantor hereunder, without the signature of the
Grantor where permitted by law, incl uding the filing of 8 Boancing sm::mg 1t describing
the Collateral as all assets now owned or hereafler acquired by the Gramtor, or words of
similar effect. The Grantor agrees to provide alf information u,qmmi by the Sceured
Party pursuant 1o this Scction promptly to the Secured Party upon request,

(¢} The Grantor hereby further authorizes the Secured Party o file with the
Uinited States Patent and Trademark Office and the Untted States Copyright Office (and
any successor office and any stmilar office in any state of the United States or w any
other country) this Agreement and other documents for the purpose of perfecting,
confirming, contimung, enforcing or protecting the security intevest granted by the
Grantor herennder, without the signature of the Graator where permuitted by law,

{1} If the Grantor shall at any time hold or acquire any certificated seeurities,
promissory notes, tangible chattel paper, negotiable documents or warehouse BCRIPLS
relating to the Collateral, the Grantor shall endorse, assign and deliver the same to the
Secured Party, sccompanied by such instraments of transfer or assignment duly executed
in blank as the Recored Party may from time o o speeify.

(&) I any Collateral 1s at any e in the possession of a batlee, the Grantor
shall promptly notify the Secured Party thereof and, at the Secured Parly's roquest and
aption, shall promptly obtain an acknowledgment from the batlee, o form and substance

satisfactery to the Secured Party, that the bailee holds such Collateral for the benetit of

4
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the Secured Party and the bailee agrees to conply, without furtber consent of the Grantor,
at any time with instructions of the Secured Party as to such Collateral.

{) The Grantor agrees that &t any time and from time to time, at the expense
of the Grantor, the Grantor will promptly execute and deliver all further instruments and

documents, obtain such agreements from third parties, and take all further action, that
may be necessary or desivable, or that the Secured Party may reasonably request, i order
to create and/or maintain the validity, perfection or priosity of and protect any security
interest granted or purported to be granted hereby or to enable the Secured Party to
exercise and enforce its rights and remedies hereunder or under any other agreement with
respect 1o any Collateral

5. Representations and Warrgnties. The Grantor represents and warrants as follows:
{a) It has previously delivered to the Secured Party a certificate signed by the

Gramtor and entitled "Perfection Certificate” {"Perfection Certifieate™), and that; (1) the
Cirantor's exact legal name Is that indicated on the Perfection Certificate and on the
signature page hereof, (if) the Grantor 13 an organization of the type, and is organized
the jurisdiction, set forth in the Perfection Certificate, (i) the Perfection Certihicate
acowrately sets forth the Grantor's organizational identification sumber {or accurately
states that the Grantor has noned, the Grantor's place of business (or, i more than one, 18
chief executive office), and its mailing address, (iv) all other information set forth on the
Perfection Certificate relating to the Grantor is accurate and complete and (v) there bas
been no change inany such information since the date nn which the Perfection Certificate
was signed by the Grantor.

{h} Al information set forth on the Perfection Cedtificate relating o the
Collateral is accurate and complete and there has been no change in any such information
since the date on which the Perfection Certificate was signed by the Grantor,

{c} The Collateral consisting of sceoriiies have been duly anthorized and
validly issued, and ave fully paid and non-assessable and subject to no options to
purchase or similar rights. None of the Collateral constitutes, or 15 the proceeds of, (i}
farm products, (i) as-extracted collateral, (1i1) manufactured homes, (v} health-care-
insurance recoivables, (v) timber 10 be out, (vi) ajrerafl, sirerafl engines, satellites, ships
or ratlroad rolling stock.

{cd} At the time the Collateral becomes subject to the Hen and security imterest
created by this Agreement, the Grantor will be the sole, divect, legal and beneficial owner
thereaf, froe and elear of any lien, security interest, encinbrance, claim, option ot right
of others except for the security interest created by this Agreement and other lens

1)
permitted by the Loan Agreement.

() The pledge of the Collateral pursuant to this Agreement creates a valid and
perfected First Priority security imerest in the Collateral, securing the payment and
performance when due of the Secured Obligaticns.
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{fy It has full power, authority and fegal right 1o borrow the Loans and pledge
the Collateral pursuant to this Agreement,

(o} Fach of this Agreement and the Loan Agreement has been duly
authorized, executed and delivered by the Grantor and constitutes a legal, valid and
binding obligation of the Grantor enforceable in accordance with its terms, subject to
applicable bankruptcy, insolvency, reorganization, moratoriwm or other similar laws
affecting ereditors’ rights generally and subject to equitable principles {regardless of
whether enforcement is sought in equity or gt law}.

(k) Mo authorization, approval, or other action by, and no notiee 1o or filing
with, anv s::memmmnt A authority or regulatory body is required for the borrowing of the
Loans and the pledge by the Grantor of the Collateral pursuant to this Agreement or for
the execution and deliver v of the Loan Ag;cm:un and this Agreement by the Grantor or
the performance by the Grantor of its obligations thereunder,

{1} The execution and delivery of the Loan Agreement and this Agreement by
the Grantor and the performanve by the Grantor of its obligations thereunder, will not
violate any pmvman of any applicable law or regulation or any order, judgment, writ,
aweard or decree af any court, arbitrator or governmenial asthonty, domestic or foreign,
applicable to the Gramtor or any of #s pmputt\ or the or nizational or governing
doctments of the Grantor or any agreement or instrurnent o which the Grantor is parly or
by which it or ite property 15 bound.

LAt
ey
FEia

{i} The Grantor has taken all action required on its part for sontrof (g5 defined
in sections &-106, 9-104, 9-1085, 9- li)ts and 9-107 of the UCC, as applicable) {o have been
obtained by the Secured EJ'M\ over all Collateral with respect to which such control may
be obtained pursuant t the UCC. No person other than the Secured Party has control of
possession of all or any part of the Collateral.

6. Yoting, Distributions and Receivables,
{8} The Secored Party agrees that undess an Event of Default shall have

sceurred and be continuing, the Gramor may, to the extent the Grantor has such right as a
holder of the Collateral consisting of seourities, other equity interests or indebiedness
owed by any obligor, vote and give consents, ratifications and watvers with respect
thereto, except to the exient thal any such vote, consent, ratification or waiver would
detract from the value thereof as Collateral or which wonld be inconsistent with or result
in any violation of any provision of the Loan Agreement o this Agreement, and lrom
tme to time, npon request from the Grantor, the Secured Party shall deliver (o the
Grantor suitable proxies so that the Grantor may cast such votes, consents, ratifications
and watvers,

{by The Secured Party agrees that the Grantor may, unless an Event of Default
shall have ocourred and be continuing, recetve and retain all cash dividonds and other
distributions with respect to the Collateral consisting of securitics, other equity interests
or indebtedness owed by any obligor.
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{9 I any Event of Default shall have occurred and be continuing, the Secured
Party may, or at the mque\‘t and option of the Secured Party the Grantor shall, notily
account debtors and other persons obligated on any of the Collateral of the security
interest of the Secured Party in any account, chattel paper, general intangible, insteument
or cther Collateral and that pavment thereof i to be made directly to the Secured Party.

T

nanis. The Grantor covenants as follows:

{a) ’%"‘ 2 "\m‘ntm* will not, without providing at least 30 days’ prior written
notice to the Secured Party, change its legal name, identity, type of organization,
Jurisdiction of o g&mzatmn corporate strueture, location of its chief executive office or
is pimvmaﬁ place of business or its organizational identification number. The Grantor
will, prior to any change described in the preceding sentence, take all actions reasonably
requested by the Secured Party to nmmt%m the perfection and priority of the Secured
Party's security interest in the {“ oliateral

{b} The Colateral, o the exient not delivered 1o the Sceured Party pursuant o
Section 4, will be kept at those locations listed on the Perfoction Certificate and the
Cirantor will not remove the Collateral from such fosations without providing at least 30
days' prior written notice to the Secured Party, except in the ordinary course of business.
The Gramtor will, prior to any change deseribed in the preceding sentence other than in
the ordinary course of business, take all actions reasonably required by the Secured Party
to maintain the perfoction and priority of the Secured Party's securily futerest in the
Collateral.

{) The Grantor shall, at its own cost and expense, defend title to the
Collateral and the First Priovity Hen and security interest of the Secared Party therein
agatust the claim of any person claiming against or through the Grantor and shall
maintain and preserve such perfected First) Priority scourily interest for so long as this
Agresmant shall remain tn elfect.

{c} The Grantor will not sell, offer to sell, dispose of, comvey, assign or
otherwise transfer, cranl any option with respect to, restrict, or grant, creats, permit or
suffer to exist any morigage, pledge, Hen, scourity interest, option, right of first offer,
encumbrance or other restriction or limitation of any nature whalsogver on, any of the
Collateral or any inlerest thersin except as expressly provided for in the Loan
Agreementtherein, with the prior written consent of the Secured Party or in the ordinary
cotmse of #s business.

{) The Grantor will keep the Collateral in good order and repair and will not
use the same in violation of law or any policy of insurance thereon. The Grantor will
permit the Secured Party, or its designee, to inspeet the Collateral al any reasonable time,
wherever located.

{H) The Grantor will pay promptly when due all taxes, assessments,
governmental eharges, and levies npor the Collateral or incurred in connection with the
use or operation of the Collateral or incurred in connection with this Agreemeont.

~ud
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2. Secured Party Appointed Attornev-in-Fact. The Grantor hereby appoints the
Secured Party the Grantor's attorney-in-fact, with fidl authority in the place and stead of the
Grantor and in the name of the Grantor or otherwise, from time to time during the continuance of
an Fvent of Default in the Secured Pariy's diseretion 1o take any action and o execute any
instrument which the Secored Party may deem necessary or advisable to accomplish the
purposes of this Agreement (but the Secured Party shall not be obligated to and shall have no
Hability to the Grantor or any third party for failure to do so or ke action), This appointment,
being coupled with an interest, shall be irrevocable. The Grantor hereby ratifies all that said
attorneys shall awfully do or cause to be done by virtus hereof,

9. Seeured Party Mav Perform. I the Gramor falls to perform any obligation
contained in this Agreement, the Secured Party may itself perform, or cause performance of,
such obligation, and the expenses of the Seeured Party incurred in connection therewith shall be
pavable bx the Grantor; ;t:rm'zdgd that the Secured Party shall not be required to perform or
discharge any obligation of the Grantor.

10,  Reasonable Care. The Secured Party shall have no daty with respect to the care

and preservation of the Collateral beyond the exercise of reasonable care. The ‘:}mmgd Party
shall be decmed to have exercised reasonable care in the custody and preservation of the
Collateral in ity possesaion if the Collateral 15 accorded treatment <;ub~5t'mim!§\ equal to thai
which the Secured Party accords its own property, it being understood that the Secured Party
shall not have any responsibility for (a) ascertaining or taking action with respect to any claims,
the nature or sufficiency of any payment or performance by any party un der or pursuant to any
agreement relating o the Collateral or other matters relative o ar vy Collateral, whether or not the
Secured Party has or {s deemed to have knowledge of such matters, or (b taking any necessary
steps 1o preserve tights against any parties with respect io any Collateral. Nothing set forth in this
Agreewment, nor the exercise by the Seeured Party of any of the vights and ‘”“deim hereunder,
shall relieve the Grantor from the performance of any obligation on the Grantor's parl to be
rerformed or ohserved in respect of any of Ihe Collateral,

1. Remedies Upon Default.

(&) If any Bvent of Default shall have occurred and be continuing, the Secured
Party, without any other notice 1o or demand upon the Grantor, may assert all rights and
remedies of a secured party under the UCT or other appiambif‘ faw, including, without
fimitation, the right to take possession ofl hold, colleet, sell, lease, deliver, grant options
to puuhaw or otherwige retain, Hquidate or dispose of all or any portion of the Collateral.
If notice prior to disposition of the Collateral or any portion theveof is necessary under
applicable law, written notice mailed o the Grantor at its notice address as provided in
Rection 13 hereof thirty days pnm to the date of such disposition shall constitute
reasonzble notice, but notice given in any other reasonable manner shall be sutficient. So
im ;_, as the sale of the Collateral is made in & commercially reasonable manner, the

cured Party may sell such Collateral on such terms and to such purchaser({s} a5 the

ecured Party in its absolute diseretion may choeose, without assuming any credit visk and
without any obligation {o advertise or give notice of any kind other than that necessary
" wder applicable law, Without precluding any other methods of sale, the sale ot the

‘ollateral or any portion thereof shall have been made in a commercially reasonable

C("
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manner if conducted in conformity with reasonable commercial practices of crediiors
disposmg of similar praperty. Atany salke of the Collaieral, if permitted by applicable
faw, the Secured Party may be the purchaser, livensee, assignee or vecipient of the
Collateral or any part thereof and shall be entitled, for the purpose of bxddm and ma&mu
settlement or payment of the purchase price for all of any portion of the Collateral sold,
assigoed or Heensed at such sale, to use and mpi\ any of the Secured Obligations as a
credit on account of the purchase price of the Collateral or any part thereof payable at
such sale. To the extent permitted by app};s.,\ﬂ* ¢ law, the Grantor watves all claims,
damages and demands it may acquire against the Secured Parly arising out of the exercise
by it of any rights hereunder. The {;mm.m' hereby waives and releases to the fullest extent
penmitted by law any right or equity of redemption with respect to the Collateral, shether
before or after sale humm»jfsr and all rights, if any, of marshalling the Collateral and any
other security for the Secured {}bl;gatwm or otherwise, At any such sale, unless
prohibited by applicable law, the Secwred Party or any costodian may hid for and
purchase all or any part of £ the Collateral so sald free from any such nght or equity of
redemption. Nelther the Secured Party nor any custodian shall be Hable for failure to
collect or realize upon any or all of the Collateral or for any delay i so doing, nor shall it
be under any oblization to take any action whatsoever with regard theretn. The Grantor
agrees that it woald not be commercially unreasonable for the Secured Party to dispose of
the Collateral or any portion thereo! by utilizing internet sites that provide for the auction
of assets of the type included n the Collateral or that have the reasonable capability of
doing so, or that mateh buvers and sellers of assets, The Secured Party shall not be
obligated to clean~up or otherwise prepare the Collateral for sale.

{m I any Bvent of Default shall have oceurred and be continuing, all rights of

the Granior 1o (1) exercise the voting and other congensual rights 1 would otherwise be

entitied to exercise parsnant to Section S and (i} z‘cae;x e the dividends and other
distributions which it would otherwise be entitled to receive and retain pursuant 1o
Section by, shall immediately cease, and all soch righis € imi% thereupon become vested
in the Secured Party, which shall have the sole right to exereise such voting and othey
consensual rights and receive and hold such dividends and other distributions as
Collateral.

) I any Bvent of Defuudt shall have omnrmj and be continuing, any cash
hield by the Secured Party as Collateral and alt cash Proceeds received by the Secwred
Party in respect of any sale of, collection from, or other realization npon all or any part of

the Collaoral shall be applied in whole or in part by the Secured Party to the pavment of
expenses incurred by the Secured Party i connection with the foregoing or Incidental to
the care or safekeeping of any of the Collateral or in any way relating to the Collateral or
the sights of the Secured Party hereunder, including re aso;miﬁe attorneys’ foes, and the
balance of such procceds shall be applicd or set off against all or any part of the Secured
Obligations m such order as the Seoured Party shall elect. Any surplus of such cash or
cash Procends held by the Secored Party and remaining afier payiment in full of all the
Secured Obligations shall be patd over to the Grantor or fo whomsoever may be lawfully
entitled to receive such surplus. The Grantor shall romain Hable for any deficiency if such
cash and the cash Proceeds of any sale or other realization of the Collateral are

&L
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insufficient 1o pay the Secured Obligations and the foes and other charges of any
attorneys emploved by the Secured Party to collect such deficiency.

(y 1 the Secured P;mv shall detenming fo exercise its rights to sell all or any
of the Collateral pursuant to this Section, the Grantor agrees that, upon request of the
Secured Party, the Grantor will, at its own expense, do or cause to be done all such acts
and things as may be necessary to make such sale of the tuimm al or any part thereof
valid and bind fing and in compliance with applicable lag

oy

‘e

12, Neo Waiver and Cumulative Remedies. The Secured Party shall not by any act
{except by a writlen fustrument pursuant 1o Section B4, delay, indulgence, omission or otherwise
be deetmned to have waived any vight or remedy hercunder or to have acquiesced 1 any event
resulting in an BEvent of Defanlt. All rights and remedies herein provided are camulative and are
not exchusive of any rights or remedies provided by law.

13 SECURITY INTEREST ABSQL iT'{‘IEi. The Grantor hereby waives demand,
nofice, protest, notice of acceptance of this Agresmen, notice of leans made, credit extended,
Collateral received or detivered or other setion 1 en in reBanee hereon and all other demands
and notices of any d scrmisfm All rights of the S seured Party snd liens and secunity interests
hereunder, zmd a’a cured Obligations of the Grantor hereunder, shall be absolute and
unconditional 1 uimg. ciive of:

{a) any tegality or lack of validity or enforceahdlity of any Secnred
(ibligation or any related agroement or instrusneni

{H) any change in the time, place or manner of payvment of, or in any othey
torm of, the Sceared Obligations, or any rescission, waiver, amendment or other
modification of the Loan Agreement, thig “\gremxem or any other agreement, including
any increase in the Secured Obligations resulting fram any extension of additional eredit
or otherwise;

{c} any taking, exchange, substituion, release, impairment or non-~perfection
s any Collateral or any other collateral, or any taking, release, impairment, amendment,
waiver or other modification of any guaranty, for all or any of the Secured Oblipations;

Wy any manner of sale, disposition or application of proceeds of any
Collateral or any other collateral or other assets to all or part of the Secured Obligations]

{e} any default, failore or delay, willful or otherwise, in the performance of
the Secured Obligations;

{H any defense, set-off or counterclaim (other than a defense of payment or
performance) that may at any time be available to, or be asserted by, the Grantor against
the Secured Party: or

(g} any other clrcumstance (Inchuding, without Himitation, any statute of
Limitations} or manner of administering the Loans or any existence of or rehance on any
representation by the Secured Party that might vary the risk of the Grantor or otherwise
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operate as a defense available to, or a legal or equitable discharge of, the Grantor or any

other grantor, gUatantor or surety.

t4. Amcndments. Noge of the terms or provisions of this Agreement may be
amendad, modified, supplemented, terminated or waived, and no consent to any departure by the
Grantor therefrom shall be effective unless the same shall be in writing and mgmd by the
Secured Party and the Grantor, and then such amendment, modification, supplement, waiver or

consent shall be effective only in the specific instance and for the specific purpose for which

made or given.

15, Addresses For Notices, All notices and other communications provided for in this
Agreement shall be in writing and, if sent by registered or certified mail, shall be deemed to have
been given when recetved by the party to whom directed, or, if sent by il but sot registered or
certified, when deposited in the mail, postage prepaid, and addressed o the respective parties at
thelr addresses as spe "v"iﬁ@d on the signature pages hereof or as to either party at such other

by

acdress as shall be designated by such party i written notice 1o each other party.

16 {ontinoing Security Interest: Further Actions. This Agreemend shall ereate a
continuing First Priovity len and seourity interest in the Collatoral and shall {a) subject to Section
17, remain in full force and effect untit payment and performance | in full of the Secured
Obligations, (b) be binding upon the Grantor, its successors and assigns, and {¢} fnure o the
benefit of the Secured Farty and its successors, transferees md assigns; provided that the Gramor
may not assign or otherwise transfer any of its rights or obligations under this Agreement
without the prior written consent of the Secured Party, Withowt fimiting the generality ol the
foregoing clause (), any assignee of the Secured Party's intereat 1y any agreement or document
which includes all or any of the Serured Obligations shall, upon assignment in accordance with
the Loan Agreement, become vested with all the benefits granted fo the Secured Party herein
with respect {0 such Secured Obligations.

7. Termuination: Release. (Un the date on which all Secured Obligations have been
patd and performed in full, the Se cured Party will, at the request and sole expense of the Grantor,
() duly assign, transfer and deliver to of at the dircetion of the Gransor (without recourss and
without any representation or warranty } such of the Collateral as may then remain in the
possession of the Secured Party, together with any monies at the time beld by the Secured Party
hereunder, and (b) exeoute and deliver (o the Grantor a proper instroment or Instraments
acknowledging the satisfaction and termination of this Agreement.

18, GOVERMING LAW. This Agreement and the Loan Agreement and any claim,
COMTOVETSY, dispate or cause of action (whether in contract ov tort ar otherwiae) based upon,
arising out of or relating to this Agreement or the Loan Agresment {exoept, as to the Loan
AGreemant, a8 eRpres siv set forth thc;em} and the transactions contemplated bereby and thereby
shall be governad by, and construed n accordance with, the laws of the State of California.

19, Counterparts. This Agreement and any amendments, waivers, consents or
supplements hereto may be executed in counterpants (and by different parties horeto in different
connterparts), each of which shall mmtimw an original, bug all taken together shall constitute a
stngle contract. Delivery of an exccuted connterpart of 8 signature page to this Agreement by
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facsimile or in clectronic (Le., “pdf™ or "iif") format shall be effective as delivery of a manqally
executed counterpart of this Agreerment, This Agreement and the Loan Agreement constitute the
entire contract among the parties with respect 1o the subject matier hereof and supersede all
previous agreements and understandings, oral or written, with respect thereto,

(SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREQF, the parties heveto have exceuted this Agreement as of the date first
above written.

. 88 Grantor

Title: President

Address for MNotices: 16400 Bake Parkway
Suite 100, Irvine, CA 9201&

PETNEDA HOLDINGS LIMITED, as
Secured Party \

By

Wame: Peter N. Daniels

Title: president

Address for Nolices: 2345 Yonge Street

Lk

Sulte 700, Toronto, ON M4AD 2E5
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Pgrents and Patent Applications

Maone.
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