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SAFEGUARD EQUIPMENT, INC.
SECURITY AGREEMENT

This SECURITY AGREEMENT (this "Agreement”) is entered into as of June 30, 2022,
by SAFEGUARD EQUIPMENT, INC. a Washington corporation (the "Debtor"}, COWLES
COMPANY, a Washington corporation, o its capacity as Collateral Agent (as defined below) for
the Holders named in Schedule 1 attached hereto (each, a "Secured Party™ and collectively, the
"Holders™}.

RECITALS

A The Debtor is issuing and selling Convertible Secured Promissory Notes dated
concurrently herewith (the "Notes") to the Holders pursuant to a Note Purchase Agreement dated
concurrently herewith (the "Nete Purchase Agreement™). Capitalized terms used herein but not
otherwise defined herein shall have the meaning assigned to them in the Note Purchase Agreement.

B. Under the Note Purchase Agreement and the Notes, the Debtor's obligations under
the Notes and the other Transaction Documents are 1o be secured by this Agreement granting a
first-priority security interest in all of the personal property of the Debtor the Secured Party for the
benefit of the Holders and itself, subject only to the security interest held by Washington Trust
Bank as of'the date of this Note as evidenced by the financiong statement filed with the Washington
Department of Licensing on February 21, 2020

C. In order to induce the Holders to purchase the Notes, the Debtor 1s willing to grant
such security interest as provided herein.

NOW, THEREFORE, the parties hereby agree as follows:
ARTICLE L DEFINITIONS

Unless otherwise defined herein, any terms used herein (whether or not capitalized, such
as "accounts,” "inventory" and "equipment”) which are defined in the Uniform Commercial Code
as enacted n the State of Washington, as amended from time to time, shall have the meaning
assigned to such term therein. Unless otherwise defined herein, any capitalized terms used herein
which are defined in the Notes shall have the meaning assigned to them therein. In addition, the
following terms shall have the meaning set forth below: "Collateral” means all of the Debtor's
personal property and fixtures of any kind or nature whether tangible or intangible and whether
now owned or hereafter acquired, wherever located, including without limitation the following;

(i} (a) All goods; (b} all inventory, merchandise, and personal property held for sale or
lease or furnished or to be furmshed under contracts of service, all raw materials, work in process,
or materials used or consumed in Debtor's business, wherever located and whether in the
possession of the Debtor, a warehouseman, a bailee, or any other person; (¢} all equipment,
machinery, tools, office equipraent, supplies, furnishings, fursiture, or other tterns used or useful,
directly or indirectly, in the Debtor's business, {d} all fixtures; and {e} all substifutes and
replacements therefore, all accessions, attachments, and other additions thereto, all tools, parts and
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supplies used in connection therewith, all packaging, manuals, warranties and instructions related

o Qe

thereto, and all leasebold or equitable wnterests thevein;

{11} {a) All accounts, accounts receivable, contract rights, contracts receivable, purchase
orders, notes, drafts, acceptances, and other rights to payment and receivables; (b) all chattel paper
{whether tangible or electronic), documents and instruments {including promissory notesy, {¢) all
money and deposit accounts; {d) all letter of credit rights {whether or not the letier of credit s
evidenced by a writing}, rights under security, guaranties or other supporting obligations, tort
claims and proceeds, insurance claims and proceeds, and tax refund claims and proceeds; (e} all
securities and other investment property; () all general intangibles and payment intangibles, {g)
all patents and patent applications and registrations, trademarks and trademark applications and
registrations, service marks and service wark applications and registrations, and copyrights and
copyright applications and registrations {collectively the "Patemts, Trademarks and
Copyrighis™}, including without hmitation the patents, patent applications, trademarks and
trademark applications and copyrights and copyright applications owned by the Debtor listed on
Schedule 2 hereto; provided, however, that any United States intent-to-use trademark applications
shall not be part of the Collateral to the extent that, and solely during the period tn which, the grant
of a security interest therein would impair the validity or enforceability of such intent-to-use
trademark applications under applicable federal law, and that upon submission and acceptance by
the United States Patent and Trademark Office of an amendment o allege use pursuant to
1S US.C Section 1060{a) (or any successor provision), such intent-to-use trademark application
shall then be part of the Collateral; (h) all trade names, trade styles, goodwill, tnventions, designs,
methods, processes, technology, knowhow, intellectual property, drawings, specifications, blue
prints, confidential information, trade secrets, customer lists, supplier lists, software and computer
programs, mask works, and mask work applications and registrations; (1} all license agreements,
franchise agreements and other licenses, pernuts, franchises, and agreements of any kind or nature
pursuant to which the Debtor licenses, possesses, uses or has authority to possess or use any
property {(whether tangible or intangible) of any other party, including without lirottation the
license and other agreements listed on Schedule 3 hereto ) all hicense agreements franchise
agreements and other licenses, permits, franchises, and agreements of any kind and nature pursuant
to which any other party Hcenses, possesses, uses or has suthority {0 possess or use any property
{whether tangible or intangible} of the Debtor, including without limitation the license and other
agreements listed on Schedule 4 hereto, (k) all infringement and commercial tort claims; and ()
all business records, software, writings, plans, specifications, schematics, and other recorded data
in any form; and

{111} All products and proceeds of the foregoing and all other property received or receivable
in disposttion of or exchange of the foregoing.

"Event of Default” has the meaning set forth in the Notes.
"Major Noteholder Majority™ has the meaning set forth in the Notes.

"Obligations” means any and all obligations and liabilities of any kind or nature of the
Debtor to the Holders or the Secured Party, whether now existing or hereafter incurred, including
without limitation those arising out of or in connection with the Notes, this Agreement, the other
Transaction Documents or any other agreements with the Holders or the Secured Party. The
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Obligations shall specifically include any and all principal, interest {including without limitation
interest that, but for the filing of a petition in bankruptcy, would accrue on such obligations), fees,
expenses, indemnities or other obligations or liabilities, whether voluntary or involuntary, direct
or indirect, absolute or contingent, Hquidated or unliquidated, whether or not jointly owed with
others, and whether or not from time to time decreased or extinguished and later increased, created,
payment is avoided or recovered directly or indirectly from the Holders or the Secured Party as a
preference, frandulent transter, or otherwise, together with any and all amendments, modifications,
extenstons or renewals of the foregoing.

ARTICLE IL GRANT OF SECURITY INTEREST

To secure the payment and performance of the Obligations, the Debtor hereby grants a
continuing security interest in the Collateral to the Secured Party for the benefit of the Holders and
itself, which at all times shall be a first-priority security interest subject to no other liens, charges,
pledges, security interests, encumbrances, licenses or other claims or interests of any kind or nature
{""Liens" ) except for Permitted Liens (as defined below).

ARTICLE [ REPRESENTATIONS AND WARRANTIES

The Debtor hereby makes the following representations and warranties to the Secured Party
and the Holders:

31 Ownership of Collateral

The Debtor owns the Collateral free and clear of any Liens on the Coliateral, except for (i)
the Lien in favor of the Secured Party and (i1) Permitted Liens.

32 Patents, Trademarks and Copyrighis

mdudmgaﬁ?dmnt Trademark and Copyright registrations and applications currently on file with
the 1.8 Patent and Trademark Office and the U8, Copyright Office or applicable office of any
other jurisdiction.

3.3 {Licenses

Schedule 3 hists all current license agreements, franchise agreements and other licenses,
permits, franchises, and agreements of any kind or nature pursuant to which the Debtor licenses,
possesses, uses or has authority to possess or use any property (whether tangible or intangible) of
licenses, permits, franchises, and agreements of any kand and nature pursuant to which any other
party licenses, possesses, uses or has authority to possess or use any property (whether tangible or
intangible) of the Debtor.

34 No hmpairment of Collateral
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None of the Collateral shall be impatred or jeopardized because of the security interest
granted herein.

3.5 Other Agreements

The execution, delivery and performance of this Agreement, the consummation of the
transactions contemplated hereby and the fulfillment of the terms hereof, including without
limitation the grant of the security interest to the Secured Party and the exercise of rights or
remedies by the Secured Party or the Holders, shall not result in any such violation or be in conflict
with or constitute, with or without the passage of time and giving of notice, either (i) a default
under any provisions of its Articles of Incorporation or Bylaws, tnstrument, judgment, order, writ,
decree, confract or agreement or any federal or state statute, rule or regulation applicable to the
Debtor or (i1) an event which results in the creation of any lien, charge or encumbrance upon any
assets of the Debtor or the suspension, revocation, forfeiture, or nonrenewal of any material permit
or license applicable to the Debtor.

3.6 No Approvals

No approvals of any governmental entity or thitd party are required in connection with the
execution, delivery and performance of this Agreement, the consummation of the transactions
contemplated hereby and the fulfillment of the terms hereof, including without limitation the grant
of the security interest to the Secured Party and the exercise of rights or remedies by the Secured
Party or the Holders.

37  Authority

The Debtor has full power and authority to grant to the Secured Party a security interest in
the Collateral.

3.8 Location of Records

The address{es) of the office where the books and records of the Debtor are kept concerning
the Collateral is set forth on Sehedule 5 to this Agresment.

3.9 State of Organization
The Debtor's state of organization is set forth on Schedule 5 to this Agreement.
3,18 Chief Executive Office

The Debtor's chief executive office and chief place of business i1s located at the address set
forth on Schedule § to this Agreement.

3.§1  Trade Names

The Debtor conducts its business only under its legal name except for any additional trade
names set forth on Schedule S to this Agreement.
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ARTICLE 1Y, COVENANTS OF THE BEBTOR
The Debtor shall fully perform each of the covenants set forth below:
4.1 Perfection and Protection of Security Interest

At the Debtor's expense, the Debtor shall prepare, execute, deliver and file any financing
statement, any security interest filing with the US. Patent and Trademark Office, the US
Copyright Office or applicable office of any other jurisdiction, and any renewal, substitution or
correction thereof or any other document, and shall take any such further action, as the Secured
Party from time {0 time may request in connection with perfecting or protecting the security
interest in the Collateral granted by the Debtor under this Agreement or in otherwise obtainung the
full benefits of this Agreement. The Debtor shall prepare, execute, deliver and file any such
flnancing staternent{s) prior to the lmtial Closing {(as defined in the Note Purchase Agreement}.
The Debtor shall prepare, execute, deliver and file any such security interest filing{s) with the U.S.
Patent and Trademark Office, the US. Copyright Mffice or applicable oftice of any other
furisdiction for the Patent, Tradermark and Copyright registrations and applications on {ile with the
U.S Patent and Trademark Office and the U8, Copyright Office or applicable office of any other
jurtsdiction histed in Schedule 2 within 20 days after the Imitial Closing. The Debtor hereby
authorizes the Secured Party to prepare, execute, deliver and file any such documents, and to take
any such actions, on behalf of the Debtor.

4.2 Patents, Trademarks and Copyrights

Promptly upon any change in the Patents, Trademarks and Copyrights owned by the Debtor
from those listed in Schedule 2 as in effect from time to time, the Debtor shall provide the Secured
Party with an updated Schedule 2 bisting all Patents, Trademarks and Copyrights then owned by
the Debtor; provided, however, that if such change involves a change in the Patent, Trademark and
Copyright registrations and applications on file with the U8 Patent and Trademark Office and the
U8 Copynight Otfice or applicable office of any other jurisdiction, the Debtor shall provide the
Secured Party with 20 days prior written notice of such change. Upon request of the Secured Party,
the Debtor shall register with the U S Copynight Office any Copynights which are not already
registered in such office. Upon the Debtor providing an updated Schedule 2 for any change in the
Patent, Trademark and Copyright registrations and applications ou file with the U.S Patent and
Trademark Office and the U S Copyright Office or applicable office of any other jurisdiction, at
the Diebtor's expense, the Diebtor shall prepare, execute, deliver and file any such security interest
filing(s) with the U.S. Patent and Trademark Office, the U 8. Copyright Office or applicable office
of any other jurisdiction for any such new registrations and applications listed in such updated
Schedule 2 within 20 days after providing such updated Schedule 2. The Debtor hereby authorizes
the Secured Party to prepare, execute, deliver and file any such documents, and to take any such
actions, on behalf of the Debtor.

4.3 Pledges

Upon request of the Secured Party and at Debtor's expense, the Debtor shall promptly
deliver and pledge to the Secured Party, endorsed or accompanied by instruments of assignment
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or transfer satisfactory to the Secured Party, any Collateral consisting of instruments, investment
property, docurnents, general wtangibles or chattel paper.

4.4 Control

Upon request of the Secured Party and at Debtor's expense, the Debtor shall cooperate with
the Secured Party in obtatning control with respect to any Collateral consisting of deposit accounts,
investment property, letter of credit rights and electronic chattel paper.

4,5 Liens

Except for a Lien securing the Company's current line of credit with Washington Trust
Bank in the amount of 81 million, the Debtor shall not grant, permit or suffer to exist any Liens on
the Collateral without the prior written consent of the Secured Party, except for (i} the Lien in
favor of the Secured Party and (i1) Liens (A} for unpaid taxes, assessments, or other governmental
charges or levies that either are not yet delinquent or are the subject of a good faith contest and for
which an adequate reserve is established on books and records of the Debtor so long as the Lien
does not have priority over the Lien of the Secured Party, (B) arising by operation of law in favor
of warehousemen, fandlords, carriers, mechanics, materialmen, laborers, or suppliers incurred in
the ordinary course of business and not in connection with the borrowing of money that are either
for sums not yet delinquent or are the subject of a good faith protest for which an adequate reserve
is established on books and records of the Debtor, {C) on amounts deposited to secure the Debtor's
obligations in connection with worker's compensation or other unemployment insurance, (D)
rights of setoff or bankers' liens upon deposits of cash in favor of banks or other depository
institutions to the extent incurred 1in connection with the matntenance of such deposit accounts in
the ordinary course of business and {(E) non-exclusive licenses of Patents, Trademarks, Copyrights,
and other intellectual propertty rights in the ordinary course of business consistent with past
practices {collectively, "Permitied Liens”).

4.7  Dispesition of Collateral

The Debtor shall not sell, license, lease, transter or otherwise dispose of any of the
Collateral without the prior written consent of the Secured Party, except for (i} sales of inventory,
products or services, collection of rights to payment, disposition of equipment or inventory which
18 obsolete or being replaced in the ordinary course of business consistent with past practices and
{11} licenses of Patents, Trademarks, Copyrighis, and other intellectual property rights in the
ordinary course of business consistent with past practices.

4.8 Limitations on Amendments, Modifications, Terminations, Walvers and
Extensions of Contracts and Agreements Giving Rise to Accounts

Without the prior written counsent of the Secured Party, the Debtor shall not (a) amend,
modify, terminate, waive or extend any provision of any agreement giving rise to an account,
general intangible, instrument, chattel paper or other right to payment, licensing any Pateunts,
Trademarks or Copyrights to the Debtor or by the Debtor or otherwise relating to the Collateral,
in any manner that could reasonably be expected to have an adverse effect on the value of any
Collateral or (b) fail to exercise promptly and diligently any material right that 1t roay have under
each such agreement that could reasonably be expected to have an adverse effect on the value of
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any Collateral, other than any right of termination {(which shall only be exercised with the prior
written consent of the Secured Party).

4.9 Tndemunification

The Debtor agrees to pay, and to indemnify the Secured Party and the Holders and hold
the Secured Party and the Holders harmless from any and all liabilities, claims, damages, costs and
expenses {including legal fees and expenses} incurred in connection with protecting or realizing
on the Collateral, enforcing any rights or remedies of the Secured Party or otherwise arising out of
this Agreement. Without limiting the generality of the foregoing, in any sult, proceeding or action
brought by the Secured Party under any account or other right to payment to enforce payment of
any surn owing thereunder or any provisions thereof any account or other tight to paymend, the
Debtor will indemnify the Secured Party and the Holders and hold the Secured Party and the
Holders harmiess from any and all habilities, claims, damages, costs and expenses {including legal
fees and expenses) incurred by reason of any defense, setott, counterclaim, recoupment, reduction
or liability of any kind or nature asserted by any account debtor anising out of a breach by the
Diebtor of any obligation thereunder, arising out of any other agreement, tndebtedness or liability
at any time owing to or in favor of such account debtor or 1t successors from the Debtor or
otherwise from any action or omission of the Debtor.

4,18 Further Identification of Collateral

The Debtor shall furnish 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 request, all in reasonable detail.

4,11  Maintenance of Records

The Debtor shall keep and maintain satisfactory and complete records of the Collateral
including but not limited to a record of all payments received and all credits granted with respect
to the Collateral and ali other dealings with the Collateral. Prompily upon reqguest of the Secured
Party, the Debtor shall deliver and turn over to the Secured Party copies of all books and records
pertaining to the Collateral.

4,12 Motices

The Debtor shall advise the Secured Party promptly in reasonable detail (a) of any Lien
asserted against any of the Collateral and (b} of the occurrence of any other event that could
reasonably be expected to have an adverse effect on the Collateral.

4,13  Changes in Locations, Name, Eic,

The Debtor shall not {a) change its state of crganization, (b} change its chief executive
office or the focation of s chief place of business, (¢} remove its books and records tfrom the
focations set forth in Schedule § to this Agreement or {d) change its name, 1dentity or entity type
unless it shall have given the Secured Party at least 30 days prior wriiten notice thereof. Any
change referenced in clauses (a) and {d) shall not be effective, and shall be void ab inttio, unless
the Debtor gives such prior written notice of the change to the Secured Party.
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4.14 Further Assurances

The Debtor agrees to take all actions which the Secured Party may request to perfect or
maintato the perfection of, or to otherwise protect, the security interest granted hevein and the
Debtor authorizes the Secured Party to take such actions on hehalf of the Debtor, including without
fimitation (a) filing (ucluding electronic or facsimile filing) financing statements describing the
Collateral, which may include descriptions broader than as set forth in this Agreement and (b)
filing any security documents with the U.S Patent and Trademark Office, the U.S. Copyright
Office or any applicable office of any other jurisdiction.

ARTICLE V. THE SECURED PARTY'S RIGHTS
51 Nop Duty en the Secured Party's Part

The Secured Party shall not be required to (i) realize upon any Collateral, except at its
option upon the occurrence of any Event of Default; (i1} collect the principal, interest or payment
due thereon or exercise any rights or options of the Debtor pertaining thereto; (1) make
presentment, demand or protest; give notice of protest, nonacceptance or nonpayment; or {iv) do
any other thing for the protection, enforcement or collection of any Collateral. The powers
conferred on the Secured Party hereunder are solely to protect the Secured Party's ' interests in the
Collateral and shall not impose any duty upon the Secured Party to exercise any such powers. The
Secured Party shall be accountable only for amounts that it actually received as a result of the
exercise of such powers, and shall not be responsible to the Debtor for any act or failure to act
hereunder.

5.2 Negotiations with Account Debtors

Upon the occurrence of any Event of Default, the Secured Party may, in its sole discretion,
extend or consent to the extension of the tirne of payment or aturity of any instruments, accounts,
chattel paper, general intangibles or other rights to payment.

83  Right to Assign

The Secured Party roay assign or transfer, subject to the restrnictions on assignment in the
Note, the whole or any part of the Obligations and may transfer therewith as collateral security the
whole or any part of the Coilateral, and ail obligations, rights, powers and privileges herein
provided shall inure to the benetit of the assignee and shall bind the successors and assigns of the
parties.

5.4 Duties Regarding Collateral

Bevyond the safe custody thereof, the Secured Party shall not have any duty as to any
Collateral in its possession or control, or as to any preservation of any rights of or against other
parties.

85 Collection From Account Debtors
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Upon the occurrence of any Event of Default, the Debtor shall, upon request by the Secured
Party, enforce collection of any indebtedness owed 1o it by account debtors. Upon the occurrence
of any Event of Default, the Debtor shall, upon request by the Secured Party, notify all account
debtors to make payment to the Secured Party of any amounts due or to become due.

5.6 Inspection

The Secured Party and its designees, from time to time at reasonable times, may inspect,
audit and make copies of and extracts from all records and all other papers in the possession of the
Debtor in connection with the Collateral.

ARTICLE VL THE SECURED PARTY'S RIGHTS AND REMEDIES
6.1 Acceleration; Remedies

Upon the occurrence of any Event of Default, the Secured Party shall have all rights and
remedies of a secured creditor available to it under this Agreement and the other Transaction
Documents or available at law or in equity, including without limitation the Uniform Commercial
Code. The Secured Party may proceed to enforce any or all of such rights and remedies or realize
on any or all security or guaranties for the Obligations in any manner or order it deems expedient
without regard to any equitable principles of marshaling or otherwise, subject to the provisions of
Article VI No failure or delay on the part of the Secured Party in exercising any right, power or
privilege hereunder and no course of dealing shall operate as a waiver thereot] nor shall any single
or partial exercise of any right, power or privilege hereunder preclude any other or further exercise
thereof or the exercise of any right, power or privilege. The rights and remedies of the Secured
Party are cumulative and not exclusive of any rights or remedies that the Secured Party would
otherwise have. No notice to or demand on the Debtor, in any case, shall entitle the Debtor to any
other or further notice or demand in similar or other circumstances or shall constitute a waiver of
the right of the Secured Party to any other or further action in any circumstances without notice or
demand.

&.2 Notice of Sale

The Debtor hereby acknowledges and agrees that written notice given to the Debtor
accordance with the notice provisions of this Agreement 10 days prior to the date of public or
private sale of any of the Collateral shall constitute commercially reasonable notice.

6.3  Dispesition of Collateral

In addition to all other rights and remedies available to the Secured Party upon the
occurrence of an Event of Default, the Secured Party may dispose of any of the Collateral at public
or private sale in its then present condition or following such preparation and processing as the
Secured Party deems commercially reasonable. Such sale may include licensing of the Coliateral
on an exclusive ot nov-exclusive basis, on a worldwide or geographically limited basis and on an
all-uses or limited uses basis. For the purpose of enabling the Secured Party to exercise its rights
and remedies hereunder, the Debtor hereby grants to the Secured Party an irrevocable, non-
exclusive license {exercisable without payment of royalty or other compensation to the Debtor) to
use, license or sub-license any of the Collateral, including in such license access to all media in
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which any of the Collateral may be recorded or stored and to all computer software and programs
used for the compilation or printout thereof. The Secured Party has no duty o prepare or process
the Collateral prior to sale. The Secured Party may disclaim warranties of title, possession, quiet
enjoyment and the like. Such actions by the Secured Party shall not affect the commercial
reasonableness of the sale. Further, the Secured Party may comply with any applicable state or
federal law requirements in connection with a disposition of the Collateral and compliance shall
not be considered adversely to affect the commercial reasonableness of any sale of the Collateral.

6.4  Application of Collateral Proceeds

{(a} The Collateral and any proceeds of and amounts collected with respect to the
Collateral or any remedy hereunder shall be applied as follows:

(1) First, to the payment to the Secured Party of costs and expenses (including legal
costs and expenses) incurred by the Secured Party in connection with (A) protection of the
Collateral, including without limitation reasonable amounts expended to preserve the value of the
Collateral, (B) enforcement of this Agreersent or any related agreements, instruments or
documents, {(C) foreclosure, suit or sale of the Collateral or other realization on the Collateral, (D}
exercise of any other rights or remedies, and (E) or otherwise arising out of this Agreement or any
related agreerments, mstruments or documents;

(11y  Second, to the payment to each Holder of the amount then due on such Holder's
Note, and in case such proceeds shall be insutficient to pay in full the whole amount so due upon
such Note, then its Pro Rata Share (as defined below) of the amount remaining to be distributed
{to be applied first to collections costs due under such Holder's Note, then to accrued interest due
on such Holder's Note and thereafter to outstanding principal due on such Holder's Note);

(111} Third, to the payment of other amounts then payable to each Holder under any of
the Transaction Documents, and in case such proceeds shall be insufficient to pay in full the whole
amount 50 due, owing or vnpaid under such Transaction Documents, then its Pro Rata Share of the
amount remaining to be distributed;

(iv}  Fourth, to be retained by the Secured Party for holding as Collateral for any
Obligations secured by this Agreement which are not vet due because they are unmatured or
contingent for so long as such Obhigations exist; and

(v} Fifth, to payment of the surplus, if any, to Debtor, its successors and assigos, or to
whosoever may be lawfully entitled to receive the same.

"Pro Rata Share” shall mean, when calculating a Holder's portion of any distribution or
amount, that distribution or amount {expressed as a percentage) equal to a fraction (i) the
numerator of which is the origival principal amount of such Holder's Note less any principal
amount of such Holder's Note which has been converted at such time and (ii) the denominator of
which is the original aggregate principal amount of all Notes less any principal amount of all Notes
which has been converted at such time at such time; provided, however that once all Holders have
recetved an amount equal to the original principal amount of such Holder's Note less any principal
amount of such Holder's Note which has been converted at such time, then Pro Rata Share shall
be deternmuined based on interest which has accrued and collections costs which are payable under
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the Notes. In the event that a Holder receives payments or distributions in excess of its Pro Rata
Share, then such Holder shall bold in trust all such excess payments or distributions for the bevefut
of the other Holders and shall pay such amounts held in trust to the other Holders upon demand
by the other Holders. In

ARTICLE VIL DEBTOR'S APPOINTMENT OF SECURED PARTY AS
ATTORNEY-IN-FACT

7.3 Appoiniment

{(a} The Debtor hereby wrrevocably constitutes and appoints the Secured Party and any
officer or agent thereof, with full power of substitution, as its true and lawful attorney-in-fact with
full irrevocable power and authority in the place and stead of the Debtor and in the name of the
Debtor or o its own name, from time to time o the Secured Party's discretion, for the purpose of
carrying out the terms of this Agreement, to take any and all appropriate action and to execute any
and all documents and instruments that may be necessary or desirable to accomplish the purposes
of this Agreement. Without limiting the generality of the foregoing, the Debtor bereby gives the
Secured Party the power and right, on behalf of the Debtor, without consent by or notice to the
Debtor, to do the following:

{1}  uponthe occurrence of any Event of Default, to transfer to the Secured Party
or to any other person all or any of the Collateral, to endorse any instruments pledged to the
Secured Party and to fill in blanks in any transfers of Collateral, powers of attorney or other
documents delivered to the Secured Party;

{ity  to pay or discharge taxes and liens levied or placed on or threatened against
the Collateral;

(i1} upon the occurrence of any Event of Default, (A) to take possession of]
endorse and collect any checks, drafis, notes, acceptances or other instruments for the payment of
moneys due under any account, instrument or general intangible or with respect to any other
Collateral and (B) to file any claim or to take any other action or proceeding 1o any court of law
or equity or otherwise deemed appropriate by the Secured Party for the purpose of collecting all
such moneys due under any account, financial assets, instrument, investment property, or general
intangible or with respect to any other Collateral whenever payable; and

{iv} upon the occurrence of any Event of Default, (A) to direct any party hable
for any payment under any of the Collateral to make payment of all moneys due or to become due
thereunder directly to the Secured Party or as the Secured Party shall direct; (B) to ask for, demand,
collect and receive payment of and receipt for, any and all moneys, claims and other amounts due
or to become due at any time in respect of or arising out of any Collateral; (C) to sign and endorse
any invoices, freight ot express bills, bills of fading, storage or warehouse receipts, drafts against
debtors, assignments, verifications, notices and other documents in connection with any of the
Collateral; (D) to commence and prosecute any suits, actions or proceedings at law or in equity in
any court of competent jurisdiction to collect the Collateral or any thereof and to enforce any other
right in respect of any Collateral; (E) to defend any suit, action or proceeding brought against the
Debtor with respect to any Collateral, (F} to settle, compromise or adjust any suit, action or
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proceeding described in clause (E) above and, in connection therewith, to give such discharge or
releases as the Secured Party may deem appropriate; {G) to sell, transfer, pledge and make any
agreement with respect to or otherwise deal with any of the Collateral as fully and completely as
though the Secured Party were the absolute owner thereof for all purposes; and (H) to do, at the
Secured Party's option and the Debtor's expense, at any time or from time to time, all acts and
things that the Secured Party deems necessary to protect, preserve or realize upon the Collateral
and the Secured Party's security interest therein and to effect the intent of this Agreement, all as
fully and effectively as the Debtor might do.

{b) The Debtor hereby ratifies all that such attorneys shall lawfully do or cause to be
done by virtue hereof. This power of attorney is a power coupled with an interest and shall be
irrevocable.

{c) The Bebtor also authorizes the Secured Party to executs, in connection with any
sale provided for in Article VI hereot, any endorsements, assignments or other instruments of
conveyance or transfer with respect to the Collateral.

{d} The powers conferred on the Secured Party hereunder are solely to protect the
Necured Party's interests in the Collateral and shall not impose any duty upon the Secured Party to
exercise any such powers. The Secured Party shall be accountable only for amounts that they
actually receive as a result of the exercise of such powers, and neither it nor any of its officers,
directors, eroployees or agents shall be responsible to the Debtor for any act or failure to act
hereunder.

ARTICLE VIIL HOLDER'S APPOINTMENT OF SECURED PARTY AS
COLLATERAL AGENT

8.1 Appointment

The Holders hereby appoint Cowles Company to act as collateral agent for the Holders (in
such capacity, the "Cellateral Agent”} and to serve as the Secured Party under this Agreement
from the date hereof until the termination of this Agreement or the earlier resignation of Cowles
Company as the Collateral Agent or removal of Cowles Company as the Collateral Agent by the
Debtor (as defingd in the Notes). In the event of any resignation or removal of Cowles Company
as the Collateral Agent, a new Collateral Agent shall be appointed by the Debtor and shall become
the Secured Party under this Agreement.

8.2 Powers and Duties of Collateral Agent, Indemunity by Holders

{(a) Each Holder hereby irrevocably authorizes the Collateral Agent to take such action
and to exercise such powers hereunder as are granted to the Secured Party as provided herein in
its sole discretion or as otherwise instructed in writing by the Major Noteholder Majority, together
with such powers as are reasonably incidental thereto; provided, however, that the Collateral Agent
shall not be required to take any action or omit to take any action that is contrary to the terms of
this Agreement or the other Transaction Documents or applicable law. The Collateral Agent may
execute any of its duties hereunder by or through agents or employees and shall be entitled to
request and act in reliance upon the advice of counsel concerning all matters pertaining to its duties

SECURITY AGREEMENT - 12
£S2449804: 1 }

PATENT
REEL: 061396 FRAME: 0706



hereunder and shall not be liable for any action taken or omitted to be taken by it in good faith in
accordance therewith.

{by  Neither the Collateral Agent nor any of its affiliates or their respective directors,
officers or employees shall be hiable or responsible to any Holder or to the Debtor for any action
taken or omitted 1o be taken by the Collateral Agent under this Agreement or under any related
agreemeunts, instruments or documents, except to the extent atiributable to (i) bad faith or willful
misconduct on the part of the Collateral Agent or (i1} the Collateral Agent 's breach of the express
terms of this Agreement or of any related agreements, instruments or documents. The Holders
acknowledge and agree that the Collateral Agent shall have sole discretion in taking any action or
omitting to take any action under this Agreement or of any related agreements, instruments or
documents in the absence of specific written instructions of the Major Noteholder Majority,
including without limitation the exercise of full discretion in deciding whether or not to take
actions in connection with perfecting the security interest in the Collateral, granting consents under
this Agreement or of any related agreements, insttuments or documents or exercising rights or
remedies under this Agreement or of any related agreements, instruments or documents or
applicable law. In addition, netther the Collateral Agent or any of its affiliates or their respective
directors, officers or emplovees shall be liable or respounsible for (i) the validity, effectiveness,
sufficiency, enforceability or enforcement of the Notes, this Agreement or any instrument or
docurnent delivered hereunder or relating hereto; (1t} the tutle of the Debtor to any of the Collateral
or the freedom of any of the Collateral from any prior or other liens or security interests; (111} the
determination, verification or enforcement of the Debtor's compliance with any of the terms and
conditions of this Agreement; (1v}) the failure by the Debtor to deliver any instrument or document
required to be delivered pursuant to the terms hereof, or (v} the receipt, disbursement, waiver,
extension or other handling of paymeunts or proceeds made or received with respect o the
Collateral, the servicing of the Collateral or the enforcement or the collection of any amounts
owing with respect to the Collateral.

(¢} Each of the Holders agrees to pay to the Collateral Agent, promptly upon demand,
its Pro Rata Share of all costs and expenses {including legal fees and expenses) incurred by the
Collateral Agent in connection with the adminstration or operation of this Agreement or any
related agreements, instruments or documents, protecting or realizing on the Collateral, enforcing
any rights or remedies of the Secured Party or otherwise arising out of this Agreernent or any
related agreements, instruments or documents and the matters contemplated hereby and thereby,
to the extent that such costs or expenses have not already been paid by the Debtor. Each of the
Holders agrees to pay, and to indemumfy the Collateral Agent and hold the Collateral Agent
harmless from, any and all liabilities, claims, damages, costs and expenses {including legal fees
and expenses) incurred by the Collateral Agent in connection with the administration or operation
of this Agreement or any related agreements, instruments or documents, protecting or realizing on
the Collateral, enforcing any rights or remedies of the Secured Party or otherwise arising out of
this Agreement or any related agreements, instruments or documents and the matters contemplated
hereby and thereby based on the Pro Rata Shares of the Holders, except to the extent attributable
to {i) bad faith or willful misconduct on the part of the Collateral Agent or (i1) the Collateral Agent's
breach of the express terms of this Agreement or of any related agreements, instruments or
documents.

ARTICLE X, GENERAL PROVISIONS
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8.1 Termination of Agreement

This Agreement shall remain in full force and effect until the Obligations have been fully
and finally discharged, and shall be reinstated if for any reason payment of any of the Obligations
shall be rescinded.

9.2 Severability

It any provision of this Agreement is for any reason and to any extent determined by a
court of competent jurisdiction to be invalid or unenforceable, the remainder of this Agreement
shall be unaffected and interpreted so as best to reasonably effect the intent of the parties hereto.
Such void or unenforceable provision of this Agreement shall be replaced with a valid and
enforceable provision so as to achieve, to the greatest extent possible, the economic, business and
other purposes of the void or unenforceable provision.

9.3 Waiver

No watver by any party of any breach of any provision hereof shall constitute a waiver of
any other breach of that or any other provision hereof.

9.4 Assignment

All rights, powers, privileges and immunities herein granted to the Secured Party and the
Holders shall extend to their successors and assigns and any other legal holder of the Obligations
or this Agreement, with full right by the Secured Party and the Holders to assign and/or sell the
same, subject to cormpliance with securities laws. The Debtor may oot assign its nights or
obligations under this Agreement.

9.5 SuCeessors

The rights and obligations of the parties hereto shall inure to the benefit of, and be binding
and enforceable upon, the respective permitted successors and assigns of the parties.

8.6 Entire Agreement

This Agreement and the other Transaction Documents constitute the entire agreement
between the parties with regard to the subject matter hereof and thereof, and all other written or
oral discussions, proposals, negotiations, understandings or agreements between the parties
relating to the subject matter hereof or thereof are expressly superseded.

8.7 Amendments and Wailvers

Any provision of this Agreement may be amended and the observance of any term of this
Agreement may be waived {either generally or in a particular instance, and either retroactively or
prospectively} only with the written consent of the Company and the Secured Party; provided,
however, that if such amendment or waiver affects the rights or obligations of the Holders, then
such amendment or waiver shall not be effective without the consent of the Major Noteholder
Majority, 1n which case it shall be binding upon all of the Holders; provided further that no such
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amendment or waiver that discriminates between the Holders shall be effective without the consent
of any Holder being discriminated against. In addition, any provision of this Agreement may be
waived in writing by any waiving party on such party's own behalf, without the consent of the
other party.

9.3 Motices

All notices and other communications give nor made pursuant to this Agreement shall be
in writing and shall be deemed given (i) when delivered personally or when sent by facsumile
transmission or email during normal business hours of the recipient, and if not sent during normal
business hours, then on the reciptent’s next business day, (i1} on the next business day after timely
after deposit in the US. mail {certified or registered mail, return receipt requesied, postage
prepaid), addressed to the party at such party's address as set forth on the signature page of this
Agreement or as subsequently moditied by written notice delivered as provided herein.

8.9 Delays or Omissions

Except as expressly provided herein, no delay or omission to exercise any right, power or
remedy on the part of the Secured Party upon any breach or default of the Debtor under this
Agreement shall tmpair any such right, power or remedy of the Secured Party nor shall it be
construed to be a warver of any such breach or default, or av acquiescence therein, or of or n any
similar breach or default thereafter occurring; nor shall any waiver of any single breach or default
be deemed a waiver of any other breach or default theretotore or thereafter occurring. Any waiver,
permit, consent or approval of any kind or character on the part of the Secured Party of any breach
or default under this Agreement, or any waiver on the part of the Secured Party of any provisions
or conditions of this Agreement, must be 1n writing and shall be effective only to the extent
specifically set forth in such writing. Al remedies, etther under thus Agreement or by law or
otherwise afforded to the Secured Party, shall be cumulative and not altemative.

2,18 Coeunterparts

This Agreement be executed in counterparts, each of which shall be deemed an original,
but all of which together shall constitute one and the same instrument. Counterparts may be
delivered via facsimile, electronic matl (including pdf or any electronic signature complying with
the U8 federal ESIGN Act of 2000, e.g., www docusign.com ) or other transmission method and
any counterpart 50 delivered shall be deerned to have been duly and vahdly delivered and be valid
and etfective for all purposes.

9,31 Titles and Subtitles

The titles and subtitles used in this Agreeruent are used for convernience only and are not
to be considered in construing or interpreting this Agreement.

.32 Dispute Resolution

The parties hereby (a} rrevocably and unconditionally submit to the jurisdiction of the
state or federal courts located in Spokane, Washington for the purpose of any suit, action or other
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proceeding arising out of or based upon this Agreement, (b} agree not o commence any suii, action
or other proceeding arising out of or based upon this Agreement except 1 such courts, and (¢}
waive, and agree not o assert, by way of motion, as a defense, or otherwise, in any such suit, action
or proceeding, any claim that it is not subject personally to the jurisdiction of such courts, that s
property is exempt or immune from attachment or execution, that the suit, action or proceeding is
brought in an inconvenient forum, that the venue of the suit, action or proceeding is improper or
that this Agreement or the subject matter hereof may not be enforced in or by such court.

9.13  Costs and Expenses

The Debtor hereby agrees to pay to the Secured Party upon demand all reasonable costs
and expenses, including attorney's fees and costs, incurred 1o connection with the admimstration
of this Agreement, including without limitation all filings or other actions required by the Secured
Party in connection with perfecting or otherwise protecting the security intergst granted hereunder.
In addition, the Debtor hereby agrees to pay to the Secured Party upon demand all costs and
expenses, including attorney's fees. and costs, incurred in connection with the enforcement of this
Agreement, coliection of the Obligations and the protection, preservation, collection or sale of or
other realization upon the Collateral, including without imutation in any out-of-court workout, any
court action, any appeal or any bankruptcy proceeding.

9,14  Additional Holders

Upon any Subsequent Closings (as defined in the Note Purchase Agreement), the additional
Holders of Notes resuliing from such Subsequent Closings shall become additional parties to this
Agreement by executing a signature page hereto as provided in the Note Purchase Agreement.

{Remainder of page intentionally left blank]
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Docugign Envelope 1D £44E48F7-1429-438F-883B-5635845940C1

IN WITNESS WHEREQF, the parties have caused this Agreement {0 be duly executed as

of the day and vear firat above written,
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" Debitor”
SAFEGUARD EQUIPMENT, INC.
(--"DocuSlgned by:
LT‘M (edford
oo ZBC 081165428448

‘\ame Timothy 3. Ledford
Title: Chief Executive Oificer

Address:

4442 W. Riverbend Ave,

Post Falls, 1D 83854

At Tunothy G Ledford

Emal ledfordi@safeauardequipment.com

"Secured Party” and "Collateral Agent”
COWLES COMPANY

DocuSigned fy:

Stoae Reetor

B‘}I T SDea7621Da05220.

Mame: Steve Rector
Title: Chief Financial Giticer

Address:
998 W Riverside Avenue

Spokane, WA 99201

Attr, Steve Rector

Email: SteveR@cowlescompany . com
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SCHEDULE 1
Holders

Initial Closing Date: June 30, 2022

[REDACTED]
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1. Patenis,

SCHEDULE 2
Patents, Trademarks and

Copyrights Owned by the Debtor

The following U S and foreign patent registrations and patent applications:

Pending U.S. Patent Applications

Number Title

17/322,343 Evnergy Detection Warning Device
17/746,682 Energy Detection Warning Device
16/945,064 Grounding Cable Warmng Device

63/336,620

Issuing Emergency Alert(s) for Detected Lite-Threatening

fssued 1.8, Patenis

Number

Title

11,609,532

Energy Detection Warning Device

Pending Foreign Patent Applications

Number Country Title

3032058 Canada Hnergy Detection Warning Device
211706759 Europe Energy Detection Warning Device
201917007983 India Energy Detection Warning Device
2019551492 Japan Hnergy Detection Warning Device
10-2019.7020239 Korea Energy Detection Warning Device
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fssued Foreign Patents

Number Country Fitle
201780076658.2 China Energy Detection Warning Device
3475927 Europe® Energy Detection Warning Device

*Validated for enforcement in: Germany, France, Great Britain, Italy, Spain
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2. Trademarks.
The following U.S. and foreign trademark and service mark registrations, trademark and
service mark applications and unregistered trademark and service mark rights or other

trademark-related rights:

U.8. Trademark Applications

Number Trademark or Service Mark

U.8. Trademark Registrations

Number Trademark or Service Mark

3,582,021 SAFEGUARD EQUIPMENT word mark

E O U1 P MENT

*Logo

5577116 COMPASS word mark

Foreign Trademark Applications

Number Trademark or Service Mark
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Foreign Trademark Applications

Number Trademark or Service Mark

Unregistered Trademark and Service Mark Rights
and Other Trademark-Related Righis

Trademark or Service Mark

SECURITY AGREEMENT - 23
£S2449804: 1 }

PATENT
REEL: 061396 FRAME: 0716



3. Copyrighis.

The following U.S. and foreign copyright regisirations and unregistered copyrights and
other copyright-related rights.

U.S, Copyright Registrations

Number Copyright

Foreign Copyright Registrations

Number Copyright

Unregistered Copyrights and Other Copyright-Related Rights

Copyright
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SCHEDULE 3

License and Other Agreements
{License Righis Granted to the Debtor)

None.
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SCHEDULE 4

License and Other Agreements
{License Rights Granted by the Debtov}

None.
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SCHEDULE S
Debtor Information
State of Organization: Washington
Chief Executive Office: 4442 W Riverbend Ave. Post Falls, [D 83854
Location of Books and Records: 4442 W Riverbend Ave. Post Falls, H3 83854

Additional trade names: None
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