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INTELLECTUAL PROPERTY
SECURI'TY AGREEMENT

THIS INTELLECTUAL PROPERTY SECURITY AGRELNIE ~ T dated as of September

e

"Grantor"), in favor of SIRROM CAPIT .
“Lender™)

W

1997, is made by TELECONTROL SYSTEMS, INC .

4 ¢alitornia corporation (the
AL CORPORATION . o Tennessee corporation (the

TNESSETH:

WHEREAS, pursuant to that certain
extended, modified, restructured or renewed i

Grantor, Lender and certain other parties. | .ender has agreed to make o loan |
ar-ount of up to $2,500,000 (the "Loan" t»

of even date herewith in the original principa.

payable to the order of Lender (together 1o
renewals thereof and/or any promissory roi

WHEREAS, the Grantor owns ceit

WHEREAS, the Grantor desires 1¢ 1

sy
}

44
L

WHERFAS, it is a condition preced

|

the Granteor under the Loan Agreement, thii

AG

e
Lender_ a secunty interest in all of its right. 11t'c ol
1 property listed on the attached Scheduic -
all Proceeds thereof, to secure the pavment «

S serewith, (as amended,
wiverient'”) by and among
i “he aggregate principal
~conred Promissory Note

Loan Agreement of v o
< tine 1o tme. the "Loan

the Grantor evidenced
arneunt ol $2 360 D00
th any amendments. exien:

1

1

1 executed by Grantor
modifications and/or
" Oten\).’

[ E
deenin pavment thocos
i Intellectual Property sicd on schedule A hereto;

» Lender. for the benefit of
: - “vllateral, including
vether with any rencu o ciension thereof, and
1w Obhgation:

teaee. pledge and wrant

Vo antaract o
ISR B 53

it
Py
ot

othe obligation o the D opdor fo make the Loan to
Grantor execute this Sorccment

NOW, THEREFORE, in considerati
| van Agreement and to induce Lender to m.

the Grantor hereby agrees with Lender. ux

'
i
1

REEMENT:
~of the premises and 1o induce Lender to enter into the
be e Toan to the Granror - nder the Loan Agreement,

lk'\‘,- N
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1. Defined Terms. Unless otherwise defined herein, terms which are defined in the Loan
Agreement and used herein are so used as so defined, and the following terms shall have the following
meanings:

“Collateral” has the meaning assigned to it in Section 2 of this Security Agreement.

“Copyrights” means all types of protective rights granted (or applications therefor) for any
work which constitutes copyrightable subject matter, including without limitation, literary works;
musical works; dramatic works; pictorial, graphic and sculptural works; motion pictures and other
audiovisual works; sound recordings; architectural works, in any country of the world including,
without limitation, any works referred to in Schedule A hereto

“Copyright License” means any agreement material to the operation of Grantor’s businesses,
whether written or oral, providing for the grant by or to the Grantor of any right to reproduce a
copyrighted work, to prepare derivative works based on a copyrighted work, to distribute copies of
a copyrighted work, to perform a copyrighted work or to display a copyrighted work, or to engage
in any other legally protected activity with respect to a copyrighted work including, without
limitation, any thereof referred to in Schedule A hereto.

“Intellectual Property” means all Patents, Patent Licenses, Trademark, Trademark Licenses,
Copyright, Copyright Licenses, Trade Secrets, Inventions and other proprietary property or
technology, and agreements relating thereto, including any and all improvements and future
developments material to the operation of Grantor’s businesses, as defined herein and/or referred to
in Schedule A hereto.

“Invention” means any new and useful process, machine, manufacture, or composition of
matter, or any new and useful improvement thereof which is material to the operation of Grantor’s
businesses and developed by Grantor, its employees or agents, whether or not the subject of a
patent(s) or patent application(s).

“Know-how” means any knowledge or information which is material to Grantor’s businesses
and which enables Grantor to operate its businesses with the accuracy, efficiency or precision
necessary for commercial success including, without limitation, any such knowledge or information
referred to in Schedule B hereto.

“Obligations” means obligations secured hereby shall include (a) loans to be made
concurrently or in connection with this Agreement or the Loan Agreement as evidenced by one or
more promissory notes payable to the order of Lender that shall be due and payable as set forth in
such promissory notes, and any renewals or extensions thereof, (b) the full and prompt payment and
performance of any and all other indebtedness and other obligations of Grantor to Lender, direct or
contingent (including but not limited to obligations incurred as endorser, guarantor or surety),
however evidenced or denominated, and however and whenever incurred, including but not limited
to indebtedness incurred pursuant to any present or future commitment of l.ender to Grantor and (c)
all future advances made by Lender for taxes, levies, insurance and preservation of the Collateral and
all attorney's fees, court costs and expenses of whatever kind incident to the collection of any of said
indebtedness or other obligations and the enforcement and protection of the security interest created
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hereby.

“Other Proprietary Property™ means all tvpes of protectable miana2ible property rights other
than Patents, Trademarks and Copyrights. mcluding without imitatn Irade Secrets, Know-how.
computer software and the lile, all such rights referred to in Schedule 13 lierero.

“Patents™ means all types ot exclusionary or protective miohi- woanted (or applications
therefor) for inventions in any country of the world tincluding. without hnmitaiion. letters patent, plant
patents, utility models, breeders' right certificites. imventor's certiticates 1 the tike), and all reissues
and extens:ons thereof and all provisionals divi~ices. continuations a0t nosions-in-part thereof,

including, without limitation. all such right: ieteired tow Scheduoe o

“Patent License" means any agreernen: material to the oo 0 0 o0 vrantor's businesses.
whether written or oral, providing for the graw by o1 to the Grenrer 0 21 10 manufacture, use
or sell any invention covered by a Patent oo withow oo o o thereof referred to in

$chedule A hereto.

“Proceeds” means "proceeds. " as such term is defined i Secuor - oueg 1) of the UCC and,
to the extent not included in such definition. sl nciude. without fimnation. 7y any and all proceeds
of any insurance, indemnity, warranty, guaraniyv or letter of credit pavabl 1o the Grantor, from time
to time with respect to any of the Collaterai (b all pavments an i torin whatsoever) paid or

pavable to the Grantor from time to tme '+ ocancction with a1 = i or any part of the
Collateral by any governmental authoriiv i any Person aciine wdor color of governmental
authority). {c) all judgments in favor of tho Counter ooy ool el and (d) all other
amounts from time to time paid or pavable i ocoved or recelr anic tinee o0 connection with any

of the Collateral.

“Security Agreement” means this [ cHectual Properny Secur \ureement, as amended.
supplemented or otherwise modified trom tune v time.

or techiical intermation Jdesign, process, pattern,
procedure, formula or improvement which @ scoret and of value nclud.og. without limitation, any

“Trademarks™ means (a) all traden.orks trade names. corporats numes, company names,
business names, fictitious business names. irade stvles. service marks. lovos and other source of
business identifiers used in any country n he world, whether registercd or unregistered, and the
goodwill associated therewith, now existing and material to the businesses ot the Grantor or hereafter
acquired. and (b) all registrations, recordings it renewals thercot. and all applications in connection
therewith, issued by or filed in a national <o or local governmenta! authority of any country,
including, without limitation, all such righis fored to i Schedule N horete
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I'rademark License" means any agreement, material to the businesses of the Grantor, written
or oral, providing for the grant by or to the Grantor of any right to use any Trademark, including,
without limitation, any thereof referred to in Schedule A hereto.

“UCC” means the Uniform Commercial Code as from time to time in effect in the State of
Tennessee.

2 Grant of Security Interest As collateral security for the prompt and complete payment
and performance when due (whether at the stated maturity, by acceleration or otherwise) of the
Obligations, Grantor hereby assigns and grants to Lender for the benefit of Lender a security interest
in all of Grantor's right, title and interest in and to the Intellectual Property now owned or at any time
hereafter acquired by Grantor or in which Grantor now have or at any time in the future may acquire
any right, title or interest (collectively, the "Collateral"), that are material to the business of Grantor,
including all Proceeds and products of any and all of the Intellectual Property, whether or not
included in Schedule A or Schedule B.

3 Representations and Warranties Concerning the Intellectual Property. Grantor
represents and warrants that:

(a) Schedules A and B hereto includes all Inteliectual Property and Other
Proprietary Property owned by Grantor in its own name or as to which Grantor has any
colorable claim of ownership that are material to the businesses of Grantor as of the date
hereof.

(b)  Grantor is the sole legal and beneficial owner of the entire right, title and
interest in and to the Intellectual Property and the Other Proprietary Property, and/or has the
unrestricted right to use all such Intellectual Property and Other Proprietary Property
pursuant to a valid license or other agreement.

(¢)  Grantor’s rights in and to the Intellectual Property are valid, subsisting,
unexpired, enforceable and have not been abandoned.

(d)  Alllicenses, franchise agreements and other agreements conveying rights in
and to the Intellectual Property and Other Proprietary Propertyv are identified on Schedules
A and B hereto and are in full force and effect. To the best knowledge of Grantor, Grantor
is not in default under any such agreement, and no event has occurred which might constitute
a default by Grantor under any such agreement.

(e) Except as set forth in Schedule A, all of the Intellectual Property is free and
clear of any and all liens, security interests, options, licenses, pledges, assignments,
encumbrances and/or agreements of any kind, and Grantor has not granted any release,
covenant not to sue, or non-assertion assurance to any third party with respect to any of the
Intellectual Property.
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(D All prior transters and assignments of the mteresis o any and all predecessors
in the Intellectual Property of Grantor vere duly and validlv authorized, executed, delivered,
recorded and filed as required to vest Grantor with compluc. arrestricted ownership rights
therein.

(g Grantor has not. within the three months prior 1o the date of execution of this
Agreement, executed and/or deliverca any assignment. transfvr or convevance of any of the
Intellectual Property, recorded or unrecorded

(h) No proceedings huve been mstituted o wie o nding or, to Grantor's
knowledge, threatened that challeng. Grantor's rights to usc the Intellectual Property or
Other Proprietary Property, or to rewster or maintam the reciairation of the Intellectual

Property. No holding, decision or jude ment has been rendered v v governmental authority
which would limit, cancel or quesi.on the validity ot oy of *no [wetlectual Property. No
action or proceeding 1s pending (1) ~othme (o i, cancy o nee the validity of any of
the Intellectual Property or the Caunor's ownership thereor o (i) which, if adversely
determined. would reasonably be Ikl o have a material a¢e e effect on the value of any
of the Intellectual Property.

(i) To the best of Grantor's wniovledee, the current conduct Hf Grantor’s business and
Grantor's rights in and to all of the In cilectual Property and Otiwer Proprietary Property do

not conflict with or infringe anv proprietary night of any iy varty 1n any way which
adversely affects the business. financial condition or business prospects of the Grantor.
Further, except as set forth in Schedi oo N and B Grann »ot evare of any claim by any

third party that such conduct or suchi i1 lis contlict with o iniringe any vahid proprietary right
of any third party in any wav whici affects the business. tinancial condition or business
prospects of the Grantor. Granten 5 not making and has not made use of any confidential
information of any third party excert ~ursuant (o express acrecment of such third party.

(1) Grantor is unaware ol ¢y infringement by anv otner party upon its Inteilectual
Property rights. Grantor has herctotore exerted. continues and atffirmatively covenants that
it will hereafter continue to exert con muallx reasonable cituris 1o prevent any infringement
by third parties of Grantor’s Intel coiial Property rlgms cr vy theft of Grantor’s Other
Proprietary Property at Grantoi s ~ole cosl

(k) All past and present ermpicvees of Grantor and or pacties with whom Grantor
(including any predecessor in inicost of Grantor) had v contractual relationship
(“contractors”), whose employment (< contractual) functions mciuded or affected research
and development or other material aspeois of Intellectual Property have executed agreements
requiring them to disclose to Grantor anv and all mventions created or ¢ {eveloped during and
within the scope of their emplovines by or contractual relationship with Grantor and
obligating them to assign all of thon cepective vight le cnd mterest in and to all such
inventions to Grantor.
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4. Covenants. Grantor covenants and agrees with Lender that, from and after the date
of this Security Agreement until the Obligations are paid in full:

(a) Further Documentation. From time to time, upon the written request of
Lender, and at the sole expense of Grantor, the Grantor will promptly and duly execute and
deliver such further instruments and documents and take such further action as Lender may
reasonably request for the purpose of obtaining or preserving the full benefits of this Security
Agreement and of the rights and powers herein granted, including, without limitation, the
filing of any financing or continuation statements under the UCC in effect in any jurisdiction
with respect to the liens created hereby. Grantor also hereby authorizes Lender to file any
such financing or continuation statement without the signature of Grantor to the extent
permitted by applicable law. A carbon, photographic or other reproduction of this Security
Agreement shall be sufficient as a financing statement for filing in any jurisdiction.

(b) Limitation on Lien on Collateral. Grantor will not create, incur or permit to exist,
will take all commercially reasonable actions to defend the Collateral against, and will take
such other commercially reasonable action as is necessary to remove, any lien or claim on or
to the Collateral, other than the liens created hereby, and other than as permitted pursuant to
the Loan Agreement, and will take all commercially reasonable actions to defend the right,
title and interest of Lender in and to any of the Collateral against the claims and demands of
all persons whomsoever.

) Limitations on Dispositions of Collateral. Grantor will not sell, transfer or
otherwise dispose of any of the Collateral, or attempt, offer or contract to do so except as
permitted in the Loan Agreement

(d)  Notices. Grantor will advise Lender promptly, in reasonable detail, at its
address set forth in the Loan Agreement, (i) of any lien (other than liens created hereby or
permitted under the Loan Agreement) on, or claim asserted against, Trademarks or Patents
and (i1) of the occurrence of any other event which could reasonably be expected to have a
material adverse effect on the aggregate value of the Collateral or on the liens created
hereunder.

(e) Intellectual Property

(1) Grantor (either itself or through licensees) will, except with respect to
any Trademark that the Grantor shall reasonably determine is of immaterial economic
value to it or otherwise reasonably determines not to do so, (A) continue to use each
Trademark on each and every trademark class of goods applicable to its current line
as reflected in its current catalogs, brochures and price lists in order to maintain such
Trademark in full force free from any claim of abandonment for non-use, (B) maintain
as in the past the quality of products and services offered under such Trademark, (C)
use reasonable efforts to employ such Trademark with the appropriate notice of
registration, (D) not adopt or use any mark which is confusinglv similar or a colorable
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imitation of such Trademark unless within 30 days atter such use or adoption Lender,
for its benefit, shall obtain a perfected security interest in such mark pursuant to this
Security Agreement, and (E) not (and not permit anv ‘icensee or sublicensee thereof
to) do any act or knowingly omit to do any act wherebw anv Trademark may become
invalidated.

(i1) Grantor will not. except with respect 1o ane Patent that Grantor shall
reasonably determine is of immaterial economic value to it or otherwise reasonably
determine so to do, do any act. or omit to do anv act whereby any Patent may
become abandoned or dedicated  Without the »ri 1 written consent of Lender
Grantor shall not abandon anv right to file a paten: aprlication, or abandon ant
pending patent application or patent if such abandemmen would have a materia
adverse effect on the business ot Grantor

(i) Grantor will prompidy nonfy Lendes 1050 . or has reason to know
that any application relating to any Patent. lmdcnuuh v Copyright may become
abandoned or dedicated. or ot any adverse determination or material development
(including, without limitation the mstitution oft o anv such determination or
development in, any proceeding in the United States Pureit end Trademark office o
any court or tribunal in anv country) regarding the Grantor - ownership of any Patent.
Trademark or Copyright. or its richt to register the sanie o1 1 keep and maintain the
same.

(iv) Whenever Grantor. either by itselt or throueh any agent, employee

licensee or designee, shall file an application for anv Patent or for the registration of’

any Trademark or Copyright with the United States Potent and Trademark Office or
any similar office or agency n any other countrv or an political subdivision thereof.
the Grantor shall report such filing to Lender \»nhh. five business days after the last
day of the fiscal quarter v which such filing occurs U non request of Lender, the
Grantor shall execute and deliver any and all reascnably necessary agreements.
instruments, documents. and papers as Lender may request to evidence Lender's
security interest in anv new iy liled Patent, Copvright ¢ Trademark and the goodwill
and general intangibles o he Grantor relating theret« or represented thereby, and
each Grantor hereby constitures Lender its attornev-in-t: ¢t to execute and file all such
wiitings for the foregoing purposes. all acts of such attormer heing hereby ratified and
confirmed; such power beme coupled with an interest @5 irrevocable until the
Obligations are paid in tu'l

(v)  Grantor. except with respect to anv Patent 1rademark or Copyright
the Grantor shall reasonablv determine is of immaterial ecconomic value to it or it
otherwise reasonably determines not to so do. will take ull reasonable and necessary
steps, including, without limitaton. inanv proccedmes before any tribunal, office or
agency in any other countny or anv political subdiviaon thereof, to maintain and
pursue each application rand 1o obtain the relevant ~egimivation or Patent) and to
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5.

maintain each Patent and each registration of Trademarks and Copyrights, including,
without limitation, filing of applications, applications for reissue, renewal or
extensions, the payment of maintenance fees; participation in reexamination,
opposition and infringement proceedings; and the filing of renewal applications,
affidavits of use and affidavits of incontestability, when appropriate. Any expenses
incurred in connection with such activities shall be paid by Grantor.

(vi) In the event Grantor knows or has reason to know that any Patent,
Trademark or Copyright included in the Collateral is infringed, misappropriated or
diluted by a third party, the Grantor shall promptly notify Lender after it learns
thereof and shall, unless the Grantor shall reasonably determine that such Patent or
Trademark is of immaterial economic value to the Grantor which determination the
Grantor shall promptly report to Lender, promptly sue for infringement,
misappropriation or dilution, or take such other actions as the Grantor shall
reasonably deem appropriate under the circumstances to protect such Patent,
Trademark or Copyright.

(vil) Grantor will furnish to Lender each year, on the anniversary date of the
execution of this Agreement, statements, schedules and an inventory identifying and
describing the Collateral, including without limitation, all Intellectual Property
acquired subsequent to the date of this agreement and not 1dentified on Schedule A,
all transfers, assignments, licenses or sub-licenses of the Collateral by Grantor, and
such other information in connection with the Collateral as Lender may reasonably
request, all in reasonable detail Any such Intellectual Property shall automatically
become part of the Collateral

Lender's Appointment as Attorney-in-Fact.

(a) Powers. Grantor hereby irrevocably constitutes and appoints Lender 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
Grantor and in the name of the Grantor or in its own name, from time to time after the
occurrence, and during the continuation of, an Event of Default in Lender's discretion, for
the purpose of carrying out the terms of this Security Agreement, to take any and all
appropriate action and to execute any and all documents and instruments which may be
necessary or desirable to accomplish the purposes of this Security Agreement, and,
without limiting the generality of the foregoing, the Grantor hereby gives Lender the
power and right, on behalf of the Grantor without notice to or assent by the Grantor, to
do the following:

(1) at any time when any Event of Default shall have occurred and is
continuing in the name of the Grantor or its own name, or otherwise, to take
possession of and endorse and collect any checks, drafts, notes, acceptances or other

8
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instruments for the payment of moneys due under, or with respect to, any Collateral
and to file any claim or to take any other action or proceeding in any court of law or
equity or otherwise deemed appropriate by Lender for the purpose of collecting any
and all such moneys due with respect to such Collateral vwhenever payable;

(i)  to pay or discharge taxes and liens fevied or placed on or threatened
against the Collateral, to effect anv repairs or anv insurance called for by the terms of
this Security Agreement and to pav all or part of the premiums therefor and the costs
thereof’ and

(1) (a) to direct anv party hable for any pavment under any of the Collateral
to make payment of any and all moneys due or to become Jue thereunder directly to
Lender or as Lender shall dircet. (b) to ask or demand lor. collect, receive payment
of and receipt for, any and ali moneys, claims and otier amounts due or to become
due at any time in respect of or arising out of ary Coll il (2) 1o sign and endorse
any invoices, freight or express bills, bills of lading ~1oruze or warehouse receipts,
drafts against debtors, assignments, verifications, notices and other documents in
connection with any of the ollateral, (d) to commence and prosecute any suits,
actions or proceedings at Luse o1 in equity in any court o competent jurisdiction to
collect the Collateral or anv poriion thereof and to enforce anv other right in respect
of any Collateral, (e) to detend any suit, action or proceeding brought against the
Grantor with respect to anv ¢ ‘ollateral, (1) to scttle. compromise or adjust any suit,
action or proceeding describe:l i the preceding clause and. in connection therewith,
to give such discharges or releqses as Lender may deem appropriate, (g) to assign any
Trademark (along with goodviil of the business to which .uch Trademark pertains),
throughout the world for such term or terms, on such conditions, and in such manner,
as Lender shall in its sole di~cretion determine. and (h) venerally, 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 Lender were the absolute owner thereof
for all purposes, and to do. at | ender's option and the Grantor's expense, at any time,
or from time to time, ail acts and things which Lender Jeems necessary to protect,
preserve or realize upon the Collateral and the tiens o1 [Lender thereon and to effect
the intent of this Security Aurcement, all as fullv and effecuvely as the Grantor might
do. Grantor hereby ratifies all that said attorneys shail law tu Iy do or cause to be done
by virtue hereof. This power ol attorney is a power coupled with an interest and shall
be irrevocable

(b) Other Powers. Grantor also authorizes Lender at anv tme and from time to
time, to execute, in connection with the sale provided tor n Section 8 hereof, any
endorsements, assignments or other instruments of convevance or transfer with respect to
the Collateral.
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solely to protect the interests of Lender in the Collateral and shall not impose any duty upon
Lender to exercise any such powers. Lender shall be accountable only for amounts that it
actually receives as a result of the exercise of such powers, and neither it nor any of its
partners, officers, directors, employees or agents shall be responsible to the Grantor for any
act or failure to act hereunder, except for their own gross negligence or willful misconduct
or failure to comply with mandatory provisions of applicable law.

6. Performance by Lender of Grantor's Obligations. If Grantor fails to perform or comply
with any of its agreements contained herein and Lender, as provided for by the terms of this Security
Agreement, shall itself perform or comply, or otherwise cause performance or compliance, with such
agreement, the expenses of Lender incurred in connection with such performance or compliance,
together with interest thereon at the highest default rate provided in the Note, shall be payable by the
Grantor to Lender on demand and shall constitute Obligations secured hereby.

7. Proceeds. It is agreed that if an Event of Default shall occur and be continuing (a) all
Proceeds received by Grantor consisting of cash, checks and other cash equivalents shall be held by
the Grantor in trust for Lender, segregated from other funds of the Grantor. and shall, forthwith upon
receipt by the Grantor, be turned over to Lender in the exact form received by Grantor (duly
endorsed by Grantor to Lender, if required), and (1)) any and all such Proceeds received by Lender
(whether from Grantor or otherwise) shall promptly be applied by Lender against, the Obligations
(whether matured or unmatured), such application to be in such order as Lender shall elect. Any
balance of such Proceeds remaining after the Obligations shall have been paid in full shall be paid over
to Grantor or to whomsoever may be lawfully entitled to receive the same.

8. Remedies. If an Event of Default shall occur and be continuing, Lender, may exercise,
in addition to all other rights and remedies granted to it in this Security Agreement and in any other
instrument or agreement securing, evidencing or relating to the Obligations, all rights and remedies
of a secured party under the UCC. Without limiting the generality of the foregoing, Lender without
demand of performance or other demand, presentment, protest, advertisement or

notice of any kind (except any notice required by law referred to below) to or upon Grantor or any other
person (all and each of which demands, defenses, advertisements and notices are hereby waived), may
in such circumstances forthwith collect, receive, appropriate and realize upon the Collateral, or any part
thereof, and/or may forthwith sell, lease, assign, give option or options to purchase, or otherwise dispose
of and deliver the Collateral or any part thereof (or contract to do any of the foregoing), in one or more
parcels at public or private sale or sales, at any office of Lender or elsewhere upon such terms and
conditions as it may deem advisable and at such prices as it may deem best. tor cash or on credit or on
future delivery without assumption of any credit risk. Lender shall have the right upon any such public
sale or sales, and, to the extent permitted by law, to purchase the whole or any part of the Collateral so
sold, free of any right or equity of redemption in the Grantor, which right or equity is hereby waived or
released. Grantor further agrees, at Lender's request, to assemble the Collateral and make it available to
Lender at places which Lender shall reasonably select, whether at the Grantor's premises or elsewhere.
Lender shall apply the net proceeds of any such collection, recovery, receipt. appropriation, realization
or sale, after deducting all reasonable costs and expenses of every kind incurred therein or incidental to
the care or safekeeping of any of the Collateral or in any way relating to the Collateral or the rights of
Lender hereunder, including, without limitation. reasonable attornevs' tees and disbursements, to the

19 TRADEMARIK

REEIL : 1756 FRAME: 0334



payment in whole or in part of the Obligations, in such order as Lender may elect, and only after such
application and after the payment by Lender of any other amount required by any provision of law,
including, without limitation, Section 9-504(1)(c) of the UCC, need Lender account for the surplus, if
any, to the Grantor. To the extent permitted by applicable law, Grantor waives all claims, damages and
(iemands it may acquire against Lender arising out of the exercise by theni ot any rights hereunder. If any
notice of a proposed sale or other disposition of Collateral shall be required by law, such notice shall be
deemed reasonable and proper if given at least 10 days before such sale or other disposition. Grantor
shall remain liable for any deficiency if the proceeds of any sale or other disposition of the Collateral are
insufficient to pay the Obligations and the fees and disbursements of any attorneys employed by Lender
to collect such deficiency.

9 Limitation on Duties Regarding Preservation of Collaterai  Lender's sole duty with
respect to the custody, safekeeping and physical preservation of the Collateral in its possession, under
Section 9-207 of the UCC or otherwise, shall be to deal with it in the same manner as Lender would deal
with similar property for its own account Neither Lender nor anv ot .ts partners, directors, officers,
employees or agents shall be liable for failure to demand, collect or realize upon all or any part of the
Collateral or for any delay in doing so or shall be under any obligation to -cll or otherwise dispose of any

Collateral upon the request of the Grantor or otherwise.

10 Powers Coupled with an Interest. Al authorizations and agencies herein Contained with
respect to the Collateral are irrevocable and powers coupled with an interest

11 Severability. Any provision of this Security Agrecment which is prohibited or
unenforceable in any jurisdiction shall, as to such jurisdiction, be mettective to the extent of such
prohibition or unenforceability without invalidating the remaining provisions hereof, and any such
prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such
provision in any other jurisdiction.

12. Paragraph Headings The paragraph headings used i this Security Agreement are for
convenience of reference only and are not to affect the construction hereof or be taken into
consideration in the interpretation hereof

13 No Waiver: Cumulative Remedies. Lender shall not by anv act (except by a written
instrument pursuant to Section 14 hereof), delay. imdulgence, omission or otherwise be deemed to have
waived any right or remedy hereunder or to have acquiesced in any detault or Event of Default or in
any breach of any of the terms and conditions hereof. No failure to exercise. nor any delay in exercising,
on the part of Lender, any right, power or privilege hereunder shall operate as a waiver thereof. No
single or partial exercise of any right, power or privilege hereunder shall preclude any other or further
exercise thereof or the exercise of any other right power or privilege. A waiver by Lender of any right
or remedy hereunder on any occasion shall no: be construed as a bar to anv right or remedy which
Lender would otherwise have on any future occasion. The rights and remedies herein provided are
cumulative, may be exercised singly or concurrentlv and are not exclesive of any rights or remedies
provided by law.
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14. Waivers and Amendments; Successors and Assigns. None of the terms or provisions
of this Security Agreement may be waived, amended, supplemented or otherwise modified except by
a written instrument executed by the Grantor and Lender, provided that any provision of this Security
Agreement may be waived by Lender in a written letter or agreement executed by Lender or by telex
or facsimile transmission from Lender. This Security Agreement shall be binding upon the successors
and assigns of the Grantor and shall inure to the benefit of Lender and its successors and assigns.

15. Notices. All notices, requests and demands to or upon the Grantor or Lender to be
effective shall be in writing or by telecopy or telex and unless otherwise expressly provided herein,
shall be deemed to have been duly given or made when delivered by hand, or, in the case of mail,
three days after deposit in the postal system, first class postage prepaid, or, in the case of telecopy
notice, confirmation of receipt received, or, in the case of telex notice, when sent, answer back
received, addressed to a party at the address provided for such party in the L.oan Agreement.

16.  Governing Law. This Security Agreement shall be governed by, and construed and
interpreted in accordance with, the laws of the State of Tennessee applicable to contracts to be wholly
performed in such State, or to the extent required, by federal law.

7. Counterparts. This Agreement may be executed in any number of counterparts and
by different parties to this Agreement in separate counterparts, each of which when so executed shall
be deemed to be an original and all of which taken together shall constitute one and the same
Agreement.
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IN WITNESS WHEREOQF, the parties hereto have caused this Security Agreement to be duly
executed and delivered as of the date first above written.

GRANTOR:
TELECONTROL SYSTEMS, INC,,

a California corporation

By 2 T

Title: T VeESbe o

LENDER:

SIRROM CAPITAL CORPORATION,
a Tennessee corporation

< "y, /
I%\ __/_é(z'f;,,{..; ¢ S :—, o
'Tltle é/ C\ Z /41 [ 4 ;L—:;_——d
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SCHEDULE A
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SCHEDULE B
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Schedule 2.1 (f)

Licenses, Trademarks and Patents

Licenses
I. State of California Department of Consumer Affairs Contractors State License - C-7 Low
Voltage Systems
2. State of California Department of Consumer Affairs Bureau of Security and Investigative

Services - Alarm Company Operator
Trademarks
1. The Company is known as TeleControl Systems, Inc. The names “SITELINK?”,
“VOICEDOWN” and “EVENTALERT” are currently in the process of being registered with the

U.S. Patent and Trademark Office. Upon confirmation of filing, a number will be provided.

Patents

1. The company has applied for the following patents:

(a) "Crime Kit" (patent pending)
(b) "Black Box" (patent pending)

Upon confirmation of filing, a number will be provided.
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