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EL4657814286

Great Harvest Franchising, Inc.
CIF/Note No. 43428-821

OO0 0 0
SECURITY AGREEMENT AND LICENSE

OF INTELLECTUAL PROPERTY 05-30-2001

U.S. Patent & TMOfc/TM Mail Rept Dt. #73

THIS SECURITY AGREEMENT AND LICENSE OF INTELLECTUAL
PROPERTY (“Agreement”) dated as of May 31, 2001, is by and between GREAT
HARVEST FRANCHISING, INC., a Montana corporation, whose principal place of
business is at 28 South Montana Street, Dillon, Montana 59725 (hereinafter (“Debtor”), and
NORTHWEST FARM CREDIT SERVICES, PCA, whose principal place of business is at
1700 South Assembly Street, Spokane, Washington 99224-2121, P.O. Box 2515, Spokane,
Washington 99220-2515 (hereinafter “Lender”).

WITNESSETH:

WHEREAS, Debior and Lender have executed a certain General Business Security
Agreement of even date herewith and other documents (hereinafter the “Security Agreement”)
which grant 1o lender a security interest in Debtor’s assets, including, without limitation, any
and all of its accounts, invenrory, equipment and general intangibles and intellectual property,
including, but not limited to patents, patent applications, rademarks, trademark applications,
trade names, service marks, logos, slogans, copyrights, all registrations pertaining to the
foregoing, goodwill and licenses; and the foregoing is hereinafter collectively called the
“Collareral”; and

WHEREAS, the Debtor and the Lender wish to make specific provision in this
Agreement for the Debtor’s intangibles and intellectual property identified herein,

NOW, THEREFORE, in consideration of the murtual agreements set fgrth herein and
for other good and valuable consideration, the receipt and sufficiency of which are hereby

acknowledged, Debtor and Lender agree as follows:

A. Incorporation of Security Agreement. All of the terms and provisions of. th;
Security Agreement are incorporated herein by reference in their enurety; and the capitalize
terms used herein shall have the meaning assigned to them in the Security Agreement.

B. Grant of Security Interest in Intellectual and Intang'ible Property. Debror
hereby irrevocably grants a security interest to Lender all of the follow.mg collateral irems now
owned or hereafter acquired or arising, which shall be referred 10 herein as the Int_ellggmal ani
Intangible Property of Debtor, 10 securé payment and pgrfomance of the debts, habﬂme;L an
obligations of Debtor to Lender (the “Obligations™) ansing under the Term Note and Loan

Agreement and Security Agreement:

SECURITY AGREEMENT AND LICENSE OF INTELLECTUAL PROPERTY - 1
Great Harvest Franchising, Inc.; CIF/Note No. 43428-821
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1. All patents and patent applications on the inventions and i
_ . : _ : improvements
described and claimed therein, and including those patents (if any) listed on Schedule A and
attached hereto (herein the “Patents”):

. _ . (a) All reissues, divisions, continuations, renewals, extensions and
continuations-in-part of the Patents;

.(b) All income, royalties, damages and payments now or hereafier
due and/or payable with respect to the Patents, including, without limitation, all damages and
payments for past or future infringements of the Patents however arising and payable;

©) All rights to sue for the past, present and future infringements of
the Patents; and

(d) All rights arising from or corresponding to the Patents throughout
the world.

2. All wrademarks, service marks, logos, slogans, trademark and service
ma;k registrations, trade names, service mark and trademark applications, including, withour
limitation, the twademarks, service marks and applications (it any) listed on Schedule B
artached hereto (hereinafter the “Trademarks”); and

(a) All renewals of any of the foregoing;

(b) All income, royalties, damages and payments now or hereafter
due and/or payable with respect 10 the trademarks, including, without limitation, all damages
and payments for past or future infringements of the Trademarks;

©) All rights to sue for the past, present and future infringements of
the Trademarks; and

(d) All rights corresponding 1o the Trademarks throughout the world
to the extent available to Debtor.

3. All copyrights, copyright registrations and copyright agplications,
including, without limitation, all unregistered or common law copyrights (whether listed or not
in Schedule C), those copyrights listed on Schedule C atached hereto, and all renewals,
extensions and continuations of such copyrights (hereinafter the ~Copyrights™).

distribution, publishing and exclusive dealing agreements

with any other person Or entity, including, without limitation, the licenses and _agreemems Gf
any) listed on Schedule D attached hereto (hereinafter the «L jcenses™), and the right FO prepare
for sale, sell and advertise for sale, all goods (as defined in the Uniform Commercial Code),

4. All licensing,

SECURITY AGREEMENT AND LICENSE OF INTELLECTUAL PROPERTY -2
Great Harvest Franchising, Inc.; CIF/Note No. 43428-821
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wherever located, now or hereafter owned by the Debtor and which is covered by such
Licenses to the extent, and only to the extent, Debror is permirted to collaterally pledge the
Licenses pursuant to the underlying agreements relating thereto.

5. The goodwill of each of the Debtor’s businesses connected with and/or
symbolized by the business, the Trademarks (hereinafter “Goodwill”).

6. The trade secrets, recipes and Confidential Information of Debtor’s
business. For the purposes of this Agreement, Confidential Information includes, without
limitation, any proprietary aspect of the operation of Grear Harvest Franchising, Inc.
(hereinafrer “Great Harvest”) or a Great Harvest bread company (“Bread Company”),
including: all tecipes and their related measurements; all bread making processes, techniques,
skills, temperatures, and timing; all baking forms and systems; all details of Great Harvest
bread making theory or pracrice, oven systems, ingredient standards, wheat standards,
ingredient supplier lists, wheat suppliers, equipment standards, special uses of equipment nat
commonly known outside Great Harvest, and equipment supplier lists; all details of Great
Harvest's unique breadboard theories and practices and breadboard training rules; all details of
Great Harvest's unique Bread Company management theories and practices, training methods,
and Bread Company promotion training methods; all Bread Company management forms and
systems and build-out specifications; all details of Great Harvest’s location hunting theory or
practice, location search kits and tapes, and tracking lists and tapes; all details of Greart
Harvest's unique franchising theories and practices; all secrets for achieving high gross sales in
new Bread Companies; all proprietary newsletiers, audio/visual training rapes, the Confidential
Strart-up Kit, and Confidential Book of Promises; the candidates list, all candidate information,
and all proprietary internal personnel practices; and any other information or materials arising
from Great Harvest related to the art of bread making, the operation of a Bread Company, the
internal operation of Great Harvest Franchising, Inc., or the training and f;anchisin_g of the
Great Harvest system to Bread Company OWRErs. Recipes includes all recipes of Debtor’s
business, including but not limited to those listed in Schedule E.

7. Similar or After-Acquired Property: All property (tangible_ or
intangible), property interests, rights, choses in action and goods similar w0 .those described
above, which at any time hereafter may be acquired by Debtor; also all additions thereto and

all proceeds thereof.

der’s rights in and 1o the Intellecrual and Intangible

Debtor hereby agrees that Len :
Y Debtor, shall be worldwide to the extent of Debtor’s

Property now or hereafter received by
rights with respect thereto.

C. Disposition of Intellectual Property. After the occurrence of an Event of
Default (as defined in the Security Agreement), Lender may sell, assign or convey any or all of
the Intellectual and Intangible Property 10 any purchaser(s) who \youl_d reqm're sor}le or all of
such Intellecrual and Intangible Property as a condition to purchasing Debtor's bu51{1ess or any
of the inventory, equipment and/or product lines of Debtor. Lender shall have no right to sell,

SECURITY AGREEMENT AND LICENSE OF INTELLECTUAL PROPERTY -3
Great Harvest Franchising, Inc.; C1F/Note No. 43428-821
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assign or conmvey any or all of the Intellectual and Intangible Property, on any basis
independent or apart from a sale of the inventory, equipment and/or product lines of Debtor
(or a part thereof).

D. License to Use Intellectual and Intangible Property. In addition to Lender’s
other rights and interests herein, Debtor grants to lender an exclusive royalty-free transferable
license and right to use the Intellectual and Intangible Property, for the purpose of permitiing
Lender to manufacture, use, sub-license and/or dispose of the Collateral commencing on the
date of an Event of Default, and physical possession thereof as provided in Section C above.

E. Waiver of Payments by Lender. Lender shall have no liability to Debtor or
any other party for any royalties or other charges arising from Lender’s use or disposition of
the Intellectual and Intangible Property (including from any use pursuant to the license granted
in Section D above), except for any such liability arising from the gross negligence or willful
misconduct of the Lender or its agents, and except for any such liability resulting from the
knowing violation by Lender or its agents of the rights of others arising from such use or
disposition. Debtor hereby indemnifies Lender from any royalties, expenses, charges, and/or
liabilities incurred by Lender under this Agreement (or otherwise) and from any litigation,
claims, actions and/or proceedings against Lender regarding the use and/or disposition of the
Intellecrual and Intangible Property, (including, but not limited to, reasonable attorneys’ fees),
except for any such liability arising from the gross negligence or willful misconduct of the
ILender or its agents, and except for any such labilily resulting from the knowing violation by
Lender or its agents of the rights of others arising from such use or disposition.

F. Termination of this Security Interest and License. The term of the security
interest and license granted to Lender herein shall expire upon the earlier of:

1. The expiration of each of the respective Intellectual and Intangible
Property for which a security interest is granted herein (including any renewals thercof); or

2 Full satisfaction of all of Debror’s Obligarions to Lender, as set forth In

P N

the Security Agreement.

Upon payment in full of the Obligations, all remaining right, title and i.nterce:s; in .ams:lh ;101

Debror's Intellecmal and Intangible Property not conveyed pursuant to Section - 1eé:;1:m0ns

automatically revert to Debtor, and Lender shall execute and delwerdto’Dt?btor aLt ';aand‘ ction
] roper to release Lender s interest 1

and other instruments as may be necessary Or p : et . s |

Intellecmual and Intangible Property (subject 10 any d15P051t10n thereof .WhICh may ha;z lenzgn

made by Lender during the term of this Agreement in accordance with the terms DEr .

according 1o the Security Agreement.

G Duties of Debtor. Unril the Intellectual and Imangibh': Prpperty are_dispgsedl of
as contemplated in Section C above or until the Obligations are satisfied in full, whichever first

SECURITY AGREEMENT AND LICENSE OF INTELLECTUAL PROPERTY -4
Great Harvest Franchising, Inc.; CIF/Note No. 43428-821
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occurs, Debtor shall have the unconditional duty to, subject to Debtor’s good faith business
judgment:

1. Pay all taxes, fees and other amounts necessary 1o maintain in full force
and effect all of the Intellecrual and Intangible Property;

2. Prosecute diligently any Patent, Copyright and/or Trademark rights
and/or applicarion acquired by Debtor now or hereafter until the Obligations shall have been
paid in full;

3. Make application on all patentable inventions and on all Trademarks and

Copyrights, as appropriate;

4, Preserve and maintain all of Lender’s rights in and to the Patent(s),
Trademark(s), Copyright(s) and License(s); and

5. Prompily notify Lender in writing of any new Patent, Trademark,
Copyright or License, or any material change in the status of Debtor’s interests in any Patenr,
Trademark, Copyright or License.

All expenses incurred in fulfilling Debtor’s duties hereunder shall be borne solely and
exclusively by Debtor. Lender shall have no obligation or liability to pay any taxes or fees
regarding the Intellectual and Intangible Property, or Lender’s use thereof, nor shall lender
have any duties in connection with the application for, protection and/or maintenance of the
Intellectual and Intangible Property. Debtor shall not abandon any rights in and to any
patentable invention or in any Trademark or Copyright without the prior written consent of

Lender.

H. Lender’s Rights to Protect Intellectual and Intangible Property. After the
occurrence of an Event of Defaulr, Lender shall have the right, but shall in no way be
obligated, to bring suit in its own name or otherwise to enforce its rights (or those qf Debtqr)
in the Intellectual and Intangible Property. If Lender shall commence any such permitted suit,
Debtor shall, at the request of the Lender, do all lawful acts and execute all proper documenctls
required by Lender in aid of such enforcement. Debror shall pror_nptly, upon der;an_,
reimburse and indemnify Lender for all reasonable costs and expenses incurred by Lender m
exercise of its rights under this Agreement. In the event Lende_r incurs any expense or cac;sct1 ir;
protecting and/or enforcing its rights under this Agreement (or its rights and mr.eresctls in nd o
the Inteliectual and Intangible Property), such expense and cost. shall be ; e%ne o
~Obligation” under the Security Agreement and subject to all the provisions thereo .'f‘ p;)er; e
request of Lender, Debtor shall promptly provide such other docgments, c‘erulic; o
information as may be necessary for Lender 1o properly record or evidence this pledge an

security interest with the appropriate governmental authority.

SECURITY AGREEMENT AND LICENSE OF I‘NTELLECTUAL PROPERTY -5
Great Harvest Franchising, Inc.; CIF/Note No. 43428-821
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1. Waivers. No course of dealing between Debtor and Lender, nor any failure 1o
exercise, or any delay in exercising, on the part of Lender, any right or privilege hereunder
shall operate as a waiver of such right or privilege, or preclude Lender from any other or
further exercise of any right or privilege, pursuant to the Security Agreement.

J. Severability. The provisions of this Agreement are severable. If any clause or
provision shall be held invalid and unenforceable in whole or in part in any jurisdiction, then
such invalidity or unenforceability shall affect only such clause or provision, or part thereof, in
such jurisdiction and shall not in any manner affect such clause or provision in any other
jurisdiction, or any other clause or provision of this Agreement in any jurisdiction.

K. Entire Agreement. This Agreement consttutes the entire agreement of the
parties as to the subject matter hereto. No provision of this Agreement may be waived or
modified in any manner (including this paragraph) without the prior writien consent of Debtor
and Lender.

L. Cumulative Remedies. All of Lender’s rights and remedies with respect to the
Intellecrual and Intangible Property, whether established hereunder or by the Security
Agreement, or by any other agreements or by law, shall be cumularive and may be exercised
singularly or concurrently.

M. Beneficiaries. This Agreement shall be binding upon the Debtor and its
successors and assigns and shall inure to the benefit of Lender and its respective successors and

assigns.

IN. Default Limited. Wherever this Agreement provides that the Lender shall have
rights and remedies after the occurrence of an Event of Default, it is understgod apc_:l agreed
that any waiver of an Event of Default execuied and delivered by the Lender in writing shall
cause the particular Event of Default which is waived 10 bf: deemed not w0 have existed for hthe
purpose of determining whether the Lender may exercise rights and remedies after, or wherther

GREEMENT AND LICENSE OF INTELLECTUAL PROPERTY -6
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certain changes in the terms of this Agreement occur as a result of, the occurrence of an Event
of Defaulr.

GREAT HARVEST FRANCHISING, INC.
By O\ (Metad W Rocsrdoct
J. Michael Fcrrea@siﬂem’

STATE OF UTAH )
) ss.

COUNTY OF SpAt Lalu, )

On this ﬁ)'rb\ day of Ynm ~___, 2001, before me personally appeared J. Michael
Ferretti, known to me to be the Bfesident of the corporation that executed the within
instrument, and acknowledged to me that such corporation executed the same as its free act and
deed; and on oath stated that he was authorized to execute said instrument.

NOTARY PUBLIC M
JOANN HUNTER , Publié fi S fU
<201 South Main St. 1100 tary Public for the Sigte of Utah
alt Lake City, Utah 84111 141 }
My Commllst,yr.lon Expiros Re51d1ng a.t K N
Macch 29, 2003 My commission expi¥s __3/29/@ 3

STATE OF UTAH

L:giilpld\prear harvest\grear harvest_trademark securiry agreement 2
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SCHEDULE A TO
SECURITY AGREEMENT AND
LICENSE OF INTELLECTUAL PROPERTY

None.
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SCHEDULE C TO
SECURITY AGREEMENT AND
LICENSE OF INTELLECTUAL PROPERTY

None.
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SCHEDULE D TO
SECURITY AGREEMENT AND
LICENSE OF INTELLECTUAL PROPERTY

None.
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