






PROMISSORY NOTE Ilege 4

loan without the consent ot or notice to anyone other than the party with whom the modification I.e; made. The ohligatlon~

under this Nole are joint and se~i.

PRIOR TO SIGNING THIS NOTE. BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE.
80RROWER AGREES TO THE TERMS OF THE NOTE.

80RROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

BORROWER:

~N.t\~1904

HIJ(;A '108,110272.1

dba Tho Mattman



SECURITY AGREEMENT

Thi~ Security Agra.-mcnt (this Hl\grocmcn.f1 is made a8 of 617/06. by J. Ivraltm~\n

Security, Inc., l:L C~\lil{l111ia cmTJ(,)nltion doing busin~<:las The ~ttm.allCompany ("Dorrower"),
in nlVQl ofJim Reed (C<.llleclively, ur.endcr"').

RECITALS

This Agr~entent is made in connection with a secured convertible promissory note daled
(j!7/06 (If" even dale herc-wilh, made by Bnmw,'er in favor of Lender in the principal amOl.U11 of
Nin~tyThousand Donars ($90,000) (Ib«! ··NoW).

The NnLe, this Agreement and all other docllllMmts and instnunen1s exccuted or to be
execl.lted by Rorrower in J'a\'llr nf T.endtrr in cunnl%tioll with the loan evidenced bj' thc ~otc are
referred to collectively in this Ab'l.'eernentlC> the "r..()al1 nocuntents,"

1. Grant llr Security I11t~e8l: Pmpc:l1.y Subject to Sccuritr l1\tere~l. Borrower hercb)'
ORAKTS to Lender u security interest in all 01' tbe ",l1o\...ing propcrty, now owncd or hereafter
acquIred (collectively, the "Conalens1~), 1.{) 8ecure th~ Ohliga1ioM (as defined in Section 2):
13orrowcl"s purchase ordcrs with (i) 'the KC Stme lIigbWcly Patrol (lUrch~\"i~ ord.e·r J!. 1221 OS..()1
in the amount ofS527,H44.l<J.

2. Qbligations Secured. The security interest granted by (his Agreem~nl secures the
payment, pcrfoll11anccl observance and satisfaction by BOIrower of all or il.':i obligu.Liuns,
covenanb, ugreel11enLs and condition::: Wider all the following and all modifica.tions,
am~ndmenl.s, ren~wals, r~placem~nl~ and c:xtenslUI'lS of each of them (collectivcly. the
"Oblii:lrtioll$"): (1) the Loan Documents find (ii) ull other ugreemellLl> 10 which H01Tov·,'cr and
Lcndcr may now or hereafter be or become parties. that state that Rom.l\"·~l·'S ohligati0T1:'l und~1'

SLICh agTccrncnL~ arc secured by this Agreement (collectively, the ~ther Agreemtonts").

3. 139.rro'Y.~(s ...Represcntations. Wall11nties. ond CovenanL<;. TO PROTECT AND
:V1AINTAll\ THE SECl.llUTY OF THIS AGRJ:TI:NENT, BORRO"'"FR AGREES AS
H)L[,OWS:

3.1 .P~.YIm:nt and !\trfQrmancc ofObJiiWtiQns. Borrower will pmmpLly pay, per(~'lrln~

oh~ervc and ~atist:v all Obligation."l whl.".l1 due.

3,2 Owncl'Ship•.Maintcnaucc and Preservatiol1 of CoJluleral; Cpmpliam:.e \\o;th Law.

(a) Borrower represenrs and Wf):rra.nts LhaL il is (.md as to any Collateral
acquired hereafter aR,cces and warrants that it will at aU times be and rem<lin) Lhe sole OWlter or
the Cnllaicmlt Iree from any lien. security i.ntcrcs1 or otber claim., excepting onl~' the S~l,iurit)·

illt~r~st gn.\J'lt~ hy this Agret..'lncnt and thc ~uhordinatcd security interest of Huntington Capital,
"'P. ("II\lnlill~Lon")in lilt: C(Jlla1~ra1. R(ltlOWCr rC11Tcscnto;; and warrants that it ha·5 not executed
or tlUthorized the filing of any limmcing s1a1emtmt covering any of the Collateral excepr in favor
of Lender aud lllmtiugton, and that, other than ,\..ilh J~Spc:ct 10 Hun{ington'~ security interest. no
financing statement covering any of the Collatenll· is Oll me in un)' public ofJiue 1n any
jllrj~dicti()It. Without l.cnder'~ prior \\Tittell consent. Uon,o....-el' willl10t exec\1l~, tile 4.,r 1\uthurize



to be filed, in any jurisdiction, any finau(,:ing Hlalement covering any of the Collateral in whicb
Lender is not named as the sol~ secured party, without lhe prior written conscn1 of Lender,

(bj Uorrovy-cr ....rill nlcUnlain and keep the CollatCIaJ in good cOllditioll und
rcpair and will not oommi1 or pennlt any Yr'llste or unreasonab1l.) dcprcciati01L UoltOVlooer will not
aI~1", removC or dcmoli:;;b imy Collateral without Lender's prior written consent, exccp1 as may
bt: rt:r.l\.l1reU by law UI" permillcd by other provisions of this Agret:nltmL

(c) Borrowcl' will comply v,ith all applicable laws) ordinances. rcgulations,
COVeIWl,1l.~ condiliOlls, resLricti()n.~ and requirements of govemroent.al uulhmities nnw or hcrcallcr
affecting the CollaleT'cll (c(lll~li ...el)'~ the "6Pplicablc Lay""'), Dom.l\\'~r agrees nut ttl t';(,lltllt"lil.•

sl.lffcr 01 allow fUly act to lx done in vinlillion of Applicable Law and will ma.ke ull paymt:nLIol
required tUldcr Applicable Law. subject ll) Ron-ower's right of contest set forth in Section 3.4
below.

(d) In tile performance 01' all such act<; and all other acts required by this
Agreement. Borrower will promptly pay when du~, al its "'''''TI expct1se. all expenses illcum:d and
will promptly pa.y, discharg~ or otherwise satisfy all claims lilt lahor pcrfot'tl1cd and materials
fumi !Jlletl in cunnection ";th th~ CollaTeral.

3.3 Entry ~11l~ Inspcctions. Lender and its <tgenl'i~ aUome)'s. cmployecs and
c(mlr'4cl()Js may enLer any part of the real property on which any ul't'he Collalcral is 01' may bo
locHted. 'It all reus{l1luhle times, to attcnd to Lender's interests, i)lsp~llhe Collatenll) iI1cluding
all books, record/). invenlori~~ and uther dl)CUlneut"l relating to the Collaleral or pernmn allY
other act that Lendcr is authorized 10 perlhnn under thi!l Agrcement or by law. Borrower '''I'ill
coop,,'fate il.. such entries and inspections Wi Lender muy rea.o;(mably request,

3.4 :r~s. Assessment:>.. Urns and Seellnlv IntCfcs.ts. Borrower will pay when due fill
htX~H and a:;;~c~Sll1cnts againsr the Collateral and all claims and demands arising from Uorrowcl"s
uwnershiJ' m· Ll~~ orit~ and will not cause or permit any addilion2l11icn or security interest 10 be
imposed on OJ' (0 ex.l~( !lgain~t the Collateral, except Thllt Rorrower may withhold payment of any
contested h.1Xe.~> a.....,~s...'m~l1L-;~ claims or demands. or contest flll)' lien, ,1.,'; long as (a) Aorrow'(:\' is
diligently pl'o~ecuLillg it.') (;(mte.'\t iTl gllOd f.'\ith and in proper proceedings; (b) 'BlJrrower i:-l not in
default luldcr lin)' of the Obligalhm~; (c) T.endcr'lI intctCSt in the Collatenll is nol jeoprlniizecl;
at"ld (d) in any event if any part of the eolltUcntl is "ullicctcd to alien not dischflIged ""ithin ten
(10) l:ulendar da)'~ after Bon'Owcr)s knowledge of s\.1.ch lien, Rormwc1.' will deposit with LClldcl'
c(.l~h in un umoU1\ll\d~uat\} to provide for. or will post" 5urely lxmd thal caLl~cs. the discharge of
the lien plus allY inlere!:\l,. cost\. altomc)' fcc.~, or other charges that could w;cru~ r,em.ler will
h,wc the right to apply lIny such depm.;t~d amounts to discharge the lien at any limt ir n~<;~sc.lry

to prevent enforcement ofthe lieu. 01' W pJ'C!ven( llccrual of interest. Elttorney fees or other l:hurges
in exccs~ of amounts on deposit. despite tllt: pendency of any conte.~. 1n any contest, Bon'ower
will cldtmu i(~elt a1.1d Lender at lloCl'Owcr's expense nod \..;11 satil'lfy aoy final advcl'se judgment
belole enll,m:.emtml aga.1l"1st the Collateral. llouower ",,'ill name Lenckl" as an additional oblig.cc
undel' any su{t~ty bond furnished in the c.ontest proceedings.

3,5 Tmmmm:e. Bnrrowcr wllJ procure and ~ain.ain policit:s uf lire, cXlended cc.verage
lIud other insutunce, providing such coverage of the ColJateml ~~ J~der nl4\Y Ij'01n time to time



l'~quh~. All sucl1 pt.licies will name Lender as additional insured and loss payee. RotTo,..'er will
deliver to J.endtr certi licales uf coverage from each insurer. stipulating that coverage will not be
canceled or diminished witboulat lea...t 1.Jlirt), (30) calendar days' written notice to Lender,

3.6 Litigalion; AUomey j:ces.

(41) RU1TO\-\o'C!' will promptly notify Lender of the commencement or threat of
COllllncncement orany liliglUinn 1.Jlat ~ks (0 or could nlaterially affect auy of the Collateral, the
security interest of this Agreement or the right!; or powers of Lender undcr this Agrecment,
Borl'Owcr wil~ at its o,"'n expenSt:, appear in and defend any such litigation. Lcndel' will also
have the right. but not the obligation. to appear in any ~uch litiga(ion. and Borrowcr will pay all
costs aTld expenses (including attorney fees) ofLendel' in 80 appearing.

(b) If Lender uses legul collmiel lo enforce or prevCT1t a breach of thl~

Agreemen( or the Obligatjon~ whether or not suit is filed, 'Rorrllwer ~-i1l immediat~ly ,.~imblltse

Lender lor l"ctt.'101tahl)J lllcurrod attorney fees and other costs and ex.pense8, Rorrower will ulso
lllUllf:dhltel)' reimhurse r,endt'\f for all attorney fces and costs reasonably incurred ill connection
with the l'Cpresentalion nr, .ender in any bankruptcy, insolvcncy, reorganization or other debtor­
relief or similar proceeding fir ur reJatinp. to (8) Borrower. (b) any person liable (by way of
guaranty, assmnption, endorsemenl or ntherwl~) on any of the Obligations (an "Other Liable:
Party"), (c) the Collateral or (d) an)' other propert)' Lhal st:CUr~ all)' ur nlC ()bligaliol\~. All :;;uch
Wllountt; will he !>CCUrcd by this Agreement Rnd will bear inte~l rrom lhe date (II' ~xp~ndilure

unrill:eirnbl1rs~d,.at Lhe l"'cl(C from time to time applicable under 1he Nott,

1.7 T.endcr·~ Ristht to Pcribrm for .Borrower. IfBorrower fails to make any pa)'melll,
pelft.llm any ObligaLion, m- do &1)' aet set forth in or secured by this Agreement. Lender, at
Lcnd~r's option. wiLhoul nmice to or demand on Borrower and ",tthout releasing 130n'owcr from
the duty to make S\lch paymenL')., perf(,nn lluch Ohligation~, or do such acts, then or in the furore,
may make sueh paymCllt, perform sucb Oblit,ralinTI ur do such act in ~uc.h manncr and to such
extent a.<t Lender may deem necessary to protect the security orLhil; Agretm'\tml. Without limiting
an>' llltt:*()lng clause, Lender may pay, pmchasc. (,;ontest or compmmi:-;e uny encllmhrunc."e,
char~e or li en that, in l.cndcr's !;Ole judgment, appears to be prior or superior to this Agretmenl,
In eXl:rcbing any sUl:h po",,-er, l.endcr may pay all necessary expenses incurred, including
reasonable attorney f~e5, 'RolTower win F8)', immooiatcly aud without demand. all sums so
expended by Lender with inte~t.. from (he dale:: of expenditure l at the 1'8te from time to til'nc
applkablc LInder thc ~otc.

3,8 .contracts, With respect 10 CoI1w.er~d ctml>;l>1ing of right~ in or undcr t\gI'CCll1Cnts

or cuntracts, includin~purchase orders (collectively, ,he "Third Part". Agreement'!"):

(a) llouoYr'Cl represents and ...."llTc1ll(." (h~d (i) it is not currently in default of
any Third Party Asrccmcnt. nor has it re<:cived notice ofml)' l'u1"()urt~d dd~mlt tUld (ii) it is able~

and in lends, to ~ti~f)' the requirements of the Third Party Ag[cemenL~ within lh~ 'enn~ and
conditio118 ~et lorLh Lhl;:r~in. as the san1c may be modified by tho parties t11creto,

(b) RU['1O\·,/cr will, at its sole cost and expense (i) perfOml llnd sa.tist}· every
obligation ~U1d c01JdiLion uf the 11\ird Party Agl'ccincuts to be pcrfonned OJ slltisfied by
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Borrower; (in give prompt notice Lo J.~nuer of any notice of default given or received by
Bon'o \Vcr under any Third Part)' Agreements, logeLher with a capy of any such notice of dcfault;
(iii) ~nl(I1'cc> short of tC('minati~ the pcd'OrmaDC( and satisfaction of cvery obligation and
condition or Lhe Third Party Agreements to be performed or satistied by the uther p-drtk:!O 10 the
Third Palty AgJ:"etmenb;; und (iv) appear in and defend any action arising from or rt:1U1ing to the
Third Party Agreements or the obligdtitm:o; ofany party under any"Lhird Party AgreemenL

(c) R01Tower wHl not. withour Lender's prior ",Titten congenL, Lake any action
to (i) terminate or amend any Third Part)' Agreements (except to provide for normal Ch1\ngt::
orders); (11) waive or release the panies to any '(bird party Agreements from any obligation ur
c,(}\''lditioll to be performed or sati~ed by s\lch p1p'Lie:<; (iii) make any other a.~ig1llncnt or transfer
01' uny (,f jl..~ right"! in any Third Party AgrecmenLS. ab501U1ely ell' lOT ~ccl(rity; or (iv) revoke or
coullLemumd~ or at1emp1 or purport to revoke or countermund. the inevncahle authori;;-.ations and
instru<..1ions sel forth in paragr-aph (d) below. Any such purported uclion by 'Rnnuwer ,,\,;lholl\
Lender's prior ""liuen C(lns~t will be void and \\'il1 collstitute a default under this Agre~m~nl

(d) R,)Ttowcr hereby irrevocably authorizes and immucLs every pn~Renl tllld
futw'e "arty under every Third P~u1y Agreement, upon demand by T,-ender. to P<\Y IDld pt:rlhrm all
of such part)"!> obliguLi()n~ direc1ly and only to Lender, to recognize Hnd uccepL Ltmuer alii the
holdcr of all ofDo1Tower'~ righ~ and henefilJi under thc Third Parry Agreement for flU ')lIr~lose8.

and to accept an)' payment or periornUUll.:e by T.ender of Rorrowcc's obligations under the Third
rarty Agreement that Lender may elect to tender, Nn !Ouch l~lrt)' shall have any duty to
inve~tigate the validitJ" or accuracy of auy such demand by r,ender, Each such parry !thall be
relieved of any liubility 1n Ron-ower for payment or performance under a Third Party Agret::ment
t('J the extent that such pally has paid or pt.'t'formcd to Lender, pursuant to denumd of Lend~r,
even if it is later determined that Lender's demand '~lr payment or pcrtormancc was invalid.

(e) LelIder is 1lU( uhligtUed to pcrf{)ml any obligatioru! of UOTl'ower under all)'

Thit'd Parey Agreement, unless Lcndet' so e1ecl8, and Ht)n'owcr shall remain liable under eVe1')'

Third Pitrly Agrccmellt to thc same extent as if thi~ Agrt::emel1t had not been executed. The
~xerci~e by l.ender of any rights and remedies under this Ab~menl o!Ihull nm relell::!", AOI'l't)wer
fl'om llny orits dulies or ohligalions under any 'third Party Agreement.

3.9 'Fk1m,lwer':i Additional PcrfQrtnflIlCQ, Borrower will e)(ecultl any anu all fUlihcl'
ag,rccmcnts, assigmnen(..'j (indudins separate assignments of TIlird Party Agreemtmts),
documcnts, financing b"t'd.temenf~ ~nd aulhori;-.a(ion.c; of financing statements, and take such ofher
Ji.ll1.hcr aC1S. as Lender may reasonably req~l;t li'un, (ilne tn lime, in order to evidence. protect.
perJecL,. or continue the security interest of I.ender in Lhe Cullateral or otncry,'isc carry out the
purpose,; ~nd tl11t::.nt of this Agreement.

:1.1 () tjnanci,02 Statements. DOlT\,l,...-er aulhuri".e." [.eltdcr to file financing. !\tatemcnts in
ull ~ta~s,. c·mmttes and other jurisdictions as Lemler ma~" eJec,t., ""iLhout Rom)wcl"S signature if
permitted by lu\\o',

3.11 lndellll1tly. Borrower wiH indemnitY. dc:ftnd and hold l.ender harlt'lle~ fWln and
against nIl liabilities, claims, acliuns, costs and CXPCJl~ including attorney fees, urisillg (rmtl or
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related to Borrower's ownership nr LL'le of81'l)' oftk CoJlatcrnJ. or Lender's exerds~ nl" any l.f i(~

rights or remedies l1udet this Agreem~L

4. Defaull: Rtmc;dies.

4. I EvenL.;; ofpcfault. each of the following wiJJ oonsttlule an eventl'lfdefault under
this. Ag1"~e111enl:

(a) Borrower fails to pay any monetary IUll0lDlt due. a.~ and whcn required,
\l1lder lhis Agreement or the ~otc;

(b) BorroVY"Cr defa.ults under or fails to pedbtm. obsef't'e or satisfy when due
an)' non1110neUlry cunditioJ1, COvenant or othel' provision of this Agreen1enl: plll\lided) howe.....er,
that if the dt:fe..ulL ill such nonmtmeUtry condition: covenant or obligatioJ1 if:; n:W;(ln<l.hly
susceptible of being cured. and is a deJau11 only under this paragraph and no other provision of
Section 4,1, and if 13orroWeI is not other\\oi~ in delimit under thi~ Agreement, then Borrower
will havc thirty (3U) calendar days after written notict or the default in which to effcct a cun;:,
and, if such default is of such character as to rea.wnub1y require n101-e than thirty (30) calendar
days to cw'c, Borrower wilinot be in default if BOrt'O'h'CT C0111mence.<; to cure within such thirty
PO) <,;u.lemhtr-uuy pe:r1l)d, thereafter diligently continues ~uch CUl'e. and compJele~ the cure within
sixty (60) calendar dclyS ul1.er such nnticc;

(c) Rorrower takCCl or purports to take any action prohibiled b)' S~ctiml 3.8Ib);

(d) AT))' event of default occurs under un)' other T.oan Document 01' Other
Agreement, subj~l,;l lO an)' provil\iUlt f(lr notice and cure set forth in such r.oan DOClilTlelH or
Other Agret.'mellt;

(~) An)' representation or WalTaDty in this Agreement 0\' in uny other
instllllnCllt or agreement evidencing, ~ecuril'lg, guaranteeing. 01' otherwise rchrting ttl any (,1[' lIlt:
Obligations is or becomes untnle or misleading in any material r~cct;

(f) Subject to BOITOwer's right to C()ttte~t certain liens as provided herein, uny
c·lairn of lien is filed against any of the Collateral;

(g) 13orrower or tIDy Other , .iub1e Part)' ccasc~ operations, i.s dissolved or
tt:tltlil'lato::: iL"l existcnce~ or

(il) llol'rower 01 any Other Tjab1e Party lTIak~ a gellcl'l\1 assignment for til<:
benefit of creditors or ~cncra1ly is not paying, llr is una.blt: tel PI.1.Y, 01" admits in writing the
imlhility to pH)" ils debts a:~ they ~"Comc due. or any oonkruptcy, ins()l\lency, rcorganiza1ion,
l'eceivership, cOIl.'lervutOl.,;hip nr debtor-reI icf proceeding is cOimnenced \..ith relipect to Borrower
or 011Y Other Liable Party; pro"ided, llowcvcr, that if such a proceeding h; commenced with
respect to DOl'1'OWCl' by It purl)' othe.. th~\n ROrTllWCl' or any of Borrower~5 gc:nernl p'lrL1H:r~ or
mcmbcr~ or if such a proceeding i~ l;tlrnmenct<1 with r~pecl to any Other Liable Party by u
pm1)' olhcl' than such Other Liable Party or flny of such Oth~r 1.iabJc !)arty's general partners or
memherl>;. ROlTm-vcl' Of such Other Liable .Party will have siXly (60) calendar days to have the
proceeding dbmts~al or discl1argccl,



4.2 Lender's Remedies,

(~l) Tf an event ordefault under this Agreement OCCU~ Lender Iml)', at ill;; ~(,lle

option. without notice to or dc:ITland vn tM7ITower. do anyone or nlOrc of1bc foUo...",ing:

(i) Declare any or all ofthc Obligations immediately due and payuhle~

regardless uf W,lY otherwise applicahle ntaLurily date;

(ii) After givinJ! such notice as may be requirt:d by la\,,". il' uny,
fOl'eclose on, sell, lease, lkense (,IT ulher~;se dispose of. nOl~udicial1y and/or by judicial <.lcLion,
in any ordcr. separately or together. at the .!$C1me or different times and places, any or all of the
Collateral andlor any other real or perwnal properly security for the Obligations. WithO\lt
wuivirlg any other parr of any of the Collateral or uny olhtrr such Tt!31 or personal propcl1)i
sec\lriLy;

(iii) Requirc 13orrower to a8senlble any or an of (he Collatcml and
make it availahle to Lende1· at a place dcsigna1cd by Lender that is reu8011a.hly c<lnvenieT\\ to
FkHl'(}\'\"~ran~l T.ender~

(i,,) Without removal. render the Collateral unul:lahle and di:\l'lO~C or it
on the ):n-emi ses l.)f RO!Tuwer withtlllt judicial process, if Lender can do so withoul u breuch nJ'the
peace, 01' by judicial prucess;

(v) F.nler on the property where any of the Collateral mu)'o be loc;ated
and possess and remove ~my or all of the ('ullaternl withoUT judicial proC\:ss, if Len<ier can do :)0

\"'ithout a breach oftbc pcae~or by judicial pl:ocess;

(vi) In allY sale, lease. liccn~c or other disposition of any Collateral.
disclaim any or all ...".arrallties of lUl)' kind which hy law may be disclaimed. and no such
disclaimcr shall bl~ considered to affect the commercial n:us()nahlelle.~s or such sale. lease,
lit.:t:nse or olhe:r di sl'lusititm;

(\'ii) Exclude llorrower and its SUCC~SlJrs ur assigns, agcnb and
emph)'ce::I li'om the Collalentl. llnd hold, ~or~. usc, operate. manage and contrc.ll lhe Collateral,
fInd collect fUld receive all renL'i, reYellUe.~, issues, incomc and profrts ofthe Collaterul;

(viii) F.hel·~jsc any Ot· all other remedies now or in the rl1(lJT~ "vuiluhltl 10
a secured parly under the C'.alirornia Cuntnletcial C.ode;

(ix) Ohlain the appointment of a receiver ex IJtlI1c: and v.ithoUl prior
notice to Dorrower. which nolice ROncw,1lT hereby waivcs~

ex) ObLain !;pcciJic performance of an)' covenant 01' agreement
contained in this Agreement, or in 'lid ur (~ exccut10n of any power or remedy granted in thb
I\g.rccmcnr; and

(x.i) F)(eTcise any other legal, equitable or contractual right or remed)'
against 130HOWCl' Ulld/Ol' ~lUy securit~· and/Uf un)' Other Liahle Party.
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(b) No reml:dy provided UT FJ11il1.ed umier thj~ Agreement i:'i exclusivo l)f

any other.. or of any remedy pro\-ided or permitted by law, equity or any nLher instrument nl"
agr~e.l\t cvidcndll&, securing, guarantceing or relating to any oftbe ObligCltions. Each remedy
is cumulati\'e and in addition to every other remedy. No exercise of remedies, including
forr;x:)osure, again~( an)' part of (he Collatcral will cKhaus1 or extinguish Lender's rights to
exercise remedies, including (br~d()liUre.ur an)' other part of the Collateral until the Ubligations
arc paid in full. Lender may exercise any on~ llT morc ofil~ rcmcdic.... at i.t~ option withom regard
10 the adequacy of its security.

(c) Lender's delay {lr {lmil;...i()n in ,he exercise of an)' right, remedy or power
ilccruillg 011 any event of defauh wlder this .~rreemenl ""ill nnt impair SUdl rig"1, remedy ot'
JKlwcr or all)' other. not' wiU such delay or omission be:: dtemeu a wa;ver or (ll' ~,cqui~scence in
that ur l.tlty oUler evcnt ofdct1mlt.

4.3 U~..9f Proceeds. Tho;: proceeds of any di!)lJOSltiun or US~ nf C.olla'erul y,';ll be
applied in the following priority: (a) to pay reasonable expenses oftuldng. holdiug, preparing tbr
disp08i1.km, selling, LI~il1g, lca.c;ing, li~,~ing, othC1"\.visc disposing of the Collateml. and the like,
including r~s()nable alLttnley r~ and co~1.S incurred by Lender: (b) to satisfy all remaining
Obliga1ions in such order as I.tllder ma), eJ~ct; and (c) to satisfy any indchtcdnc.~ssecured by allY
snbordinate security interest in the ColltUerctJ, ir an authenticated ckmilltd for su~h paymenl is
received hcl'orc distrihution ofthe proceeds is completed.

5. MisccHoncotl5.P.XQyisiQns.

5.1 Governing Law. TIus Agl-eement h.a.., heen executed and delivered lIt and i::.: lc) he
cnnStl'ulxt. enforced and governed according to the hI"'''' of the Stat~ orCaljlbmia, wilhnut reg4\lU
to the prineiplc::I 0 rconflict of10\\"9.

5.2 b!tirc Agccc{lJQDt: ~1odification. The: Loan Oocuments c(lll~(;tively c~mstHlJte the
entire lLnderSLtmding holwecn l.coder and llorrowcr as to the matters cOlltemplated ill those
docmnents and may nol he modilied, arncndcd or tem'ina1cd except by writtcn agreement signed
by both parties.

5.3 Parlial Tnvalidity. lr any proVlS1on of this Agreemenr or the instmmenrs or
agreements reflecting the Obligations arc helt! to be invalid, illcgaJ~ W\C11torcc.'\ble, Ol' voidabll~ in
any r~"Spcct. no other provision of this Agreem(nt, or or an)' such tIther instrumenl or agrcomcnL~
...... ill be affected thereby. and such other provisions will remain binding and enl<lTCel\hlt,

5.4 faltieS Uenc:fited. This AgrcelTlent applies Ln, tllures to tlw hendil ()J: lind hinds
(Ill p(t1tie::: (0 this Agreement find their respective hein>, legaLel;lS, deviHet!!), uJminimrntors,
l;:x~t.:ulms~ ~uccc!>:::ors and assigns (but this provision ""ill not be interpreted to pel"mit or validuLe
filly Hen, encumbrance. a~ignmcnl or other transfer by Uorrower that is prohibited by oUler
pl'oyisioll~ or this Ayrc:emenl nr uther I.oan D{)cumcnt~). -Lcfl~t" means the owner and holder.
including pledgees. of any or the Obligatiol'ls.

5.5 lTe'etdin~s. Heading... are llsed lor convenience of reference only Rnd do not definc
or limit the scope Oft11is Agreement
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5.6 Written Notice;. DeliYe!)'. All notices contemplated LDluer this Ag~ment will be
given in writ~ and ....ill k sent (a) for personal delivery by 11 delivery service that provides a
record ofthe da1c of delivery. 'the individual to whom delivery was made. and the address where
dcli,,-cry wa.~ made; rb) by certified U.S. mail, postage pt-cpaid, return receipt requested; or lC) hy
a natioll...'\ll)' rccogni;r.cd ovcrnight delivery savicc, marked for ncxt-h~--inc.c;s-day delivery, witll
all charge-< pnTaid or hilled 11') ~deT's OOCOLD11. All nolioc~ V\o;U be addressed to the appropriate
PUlt)· al its udd~'i 1:'Cet forth em the Note, nr ul Kuch uloo addre::i~ U?S may be dC1);~wu1ed by
notic~ given in compliance with this provision. ~otices will be deemed effective on the efU'lieST

of (a) actual receipt (b) rejection of delh'Cry~ (e) if sent by certified mail, the third day on which
regular U,S. mail delivery service is proyid~d after the d.1)' of mailing~or (d) ifsent by overnig.ht
delivCl)' ~t'\'icc, OT11.hc next day 0111 which such ~~cc make!i T1CXl-blL"1nc~<;-day ~Hveries aJi~·r

the d"y () r semlin,g_

6, Bon'ower IdcnlillC81ion Jnfonnationi Noncon~umcr Transact1nn: Clumges ill NUOll:' OT
St,lle nrOrgunir.dLion.

0.1 Repre.c;enLation.c; and WarranticR. Borrower reprcselltR and warrants to J~nder that:

(a) Borrower is a corporation incorporated under the laws of the State 0 f
Cali fi.lrrlia.

(11) Borrower's full, corr~ lega[ name. as indicated on (he p\.\blic record or
th~ jUl;sdictkm nfits O1'gaTli/.atio~which !'Ihows Borrower (0 have beer'l nrgani/.ed) is J. ~laU.ml.tn

S~cl.l,.ity, 1m:,

(c) Bonw...·cT·S mailing addrc.,,~ fot' purpo~s of any iinancing stalemenL lileu
in cunntcLion with this Agreement is: 1004 Runcheros Drive, Sun Murcos CA. This uudl'~s. if
diftertnt from the tlddress lor 'Rouower in Se<::fiun 5.6, is not Borro".,.c:r's address (01' notices
under this Agreement.

Cd) The CollHtera.l is for business, commercial find/or investment \lSC by
Borrower, and docs not include goods used or bough1 for usc by UorrOVi-'Cr primarily for
personal. family, or household purposes. Tho Obligations arc incurred or BotTO\VCr for husinc&<:j,
\.:C)ITllL"lCl·dal andlor i\1"e~h"lcnt purp<>SC!\, and llnt pri1'uarily for fII.-'"NI()nal~ I~\mjl)', or hl)Ll~~hol<.l

purpm:t:s. Th~ Lmmmcti<m that i~ (he s~iect of the l.oan Documents is nm a cunsun1t~r-gll4.)d,;;

l"~1l8aclion or UC(l11Sl.nner u'unsllcLiot'l.

6,2 Cha1\~es in Nam~ lIT SLal~ or OrganiY.atil'm. Hl)l1"()Wer will t'luike no change to iL!:'
mlme, orga.n.i;-..ationul slalU:1 or exisu:mce Of slale 01' OJiaTli".aLiou wilhout providing Lender thirty
(30) days prior written notice.

.T, Maltruan Stcurity, Iw.:., a Caliloro\a corporulion

B).': _
Tt~: _
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