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Form PTO-1594
1).5. Patent and Trademark Office

RECORDATION FORM COVER SHEET
(Rev. 10/02)
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To tha Honorable Comvlssioner of Patents and Trademarks: Please record the attached original documents or copy thereof.

1. Name of conveying panty(ies):
DAVEX LABS, LLG

[:I Association
[] Limited Partnership

[ individual(s)

I:l General Partnership
l:] Corporation-State
Oither Delaware limited liability company

Additional name(s) of conveving pary{ies) attached? DY@S No

3. Nature of conveyance:
|:I Asgsignment
Security Agreement

[ ] other

Execution Date:_01/09/2004

[:] Merger

D Change of Name

2. Name and address of receiving party(ies)
Name: CALTIUS PRIVATE EQUITY PARTNERS |, LP

Internal
Address:

Streot Address; 11766Wi|5hir& Bl\fd. SUItE 850
City:_Los Angeles

State:_CA Zip: 90025

D Individual(s) citizenship
D Asgzociation
I:I General Partnership, .
Limited Partnership_Delaware

|:| Corporation-State,

[ ] other

1 aszignee i not dorniciled in the United Staics; domestis

representative designation is attached: Yos No

{Drasignations must be a separata dectmeant f assignment)
Yeg No

4. Application number(s) of registration number(s):

A, Trademark Application No.(s) T8/343629;
78/342822; 78/342820; 76/555805; 76/389427

Additicnal number(s) attached Yes D Mo

Additional nama(s) & addrazs{ a2) attached?
B. Trademark Regtstration No.(g) 1,657,929,

1,565,350; 1,527,645; 2,267,739,

9. Name and address of party to whom correspondence
concerning document should be mailed:

&. Total number of applications and
registrations involved: ...

Bingharm McCutchen, LLP

Name: -

7. Total fee (37 GFR 3.41).0ovvvrrernan, §_re000

E:] Enclosed

Authorized to be charged to deposit account

Internal Address: Digne M. Lambillotte

355 South Grand Avenue, 8. Deposit account number:
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Street Address:
Suite 4400 502519
City: Los Angeles g0 ca Zip: 20071
DO NOT USE THIS SFACE
9. Signature. .
* -
Digna M. Lambillatte ~ Q1/16/2004
MName of Person Signing Sighature Date
Total number of pages including Gover shoel, sttachments, and documant:
Mazil documants to ba recorded with required sover shoet information ta:
Commissioner of Patent & Trademarks, Box Assignments
Washington, D.C. 20231
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CONTINUATION OF INFORMATION CONTAINED IN ITEM 4B:

2,631,364
2,201,461
2,604,750
2,545,014
2,265,719
2,469,806
2,500,097
2,501,816
2,351,021
2,680,465
2,379,175
2,366,194
2,423.530
2,366,193
2,465,811
2,374,948
2,429,978
2,459,859
2,392,277
1,922,791
2,317,301
1,792,319
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SECURITY AGREEMENT
Senior Secured Term Note
%2,000,000.00
Borrower: DAVEX LABS, LLC, lL.ender: CAITIUS PRIVATE EQUITY

429 Santa Monica Blvd. PARTNERS I, LP
Suite 510 11768 Wilshire Blvd.
Santa Monica, CA 90401 Suita B0
Attention: David Berglass Los Angeles, CA 90025
Facsimile No. (310) 383-9161 Attention: Garrick Ahn

Facsimile No, (310) 996-9577

Grantor: DAVEX LABS, LLC,
429 Santa Monica Blvd., Suite 510
Santa Monica, CA 90401
Attention: David Berglass
Facsimile No. (310) 393-9161

THIS SECURITY AGREEMENT dated January 9, 2004, is made and executed among DAVEX
LABS, LLC ("Grantor" and "Borrower™); and CALTIUS PRIVATE EQUITY PARTNERS I, LP

{"Lender™).

GRANT OF SECURITY INTEREST. For valuable conslderation, Grantor grants to Lender a
gecurity interest in the Collateral to secure the Indebtedness and agrees that Lender shall
have the rights stated in this Agreement with respect to the Collateral, in addition to all other

5 rights which Lender may have by law.

COLLATERAL DESCRIPTION. The word "Collateral” as used in this Agreement means the following
described property, whether now owned or hereafter acquired, whether now existing or hereafter
arising, and wherever located, in which Grantor is giving 1o Lender a security interest for the payment
of the Indebtedness and performance of all other obligations under the Note and this Agreement:

All personal property of Borrower, including without limitation each and all
of the following: the Accounts; the Inventory, the General Intangibles; the
negotiabla Collateral; Borrower's Books; all Borrower's deposit accounts; all
Borrower’s Investment property {including without limitation sacurities and
socurities enfltiements); all goods, instruments, documents, policles and
cartificates of insurance, deposits, monay or other personal property of
Borrowar In which Lender receives a security interest and which now or later
come Into the possession, custody or control of Lender; all Borrower's
aquipment and fixtures; all additions, accessions, attachments, parts,
replacements, substitutions, renewals, interest, dividends, distributions or
rights of any kind for or with respect to any of the foregoing {including
without limitation any stock spiits, stock rights, voting rights and
prafarential rights); any supporting obligations for any of the foregoing; and
the products and proceads of any of the foregoing, including, but not limited
to, proceeds of Insurance covering the Collateral and any and all Accounts,
DAVEX Caltiug Senior Security Agraementi DOC
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General Intanglbles, Negotiable Instruments, Inventory, equipment, money,
deposit accounts, investment property, equipment, fixtures or other tangible
and Intangibie property of Borrower resulting from the sale or other
disposition of the Collateral and the proceeds thereof and any supporting
obligations or security therefore and any right to payment thereunder, and
including, without limitation, cash or other property which were proceeds
and are recovered by a bankruptcy trustee or otherwlse as a preferential
transfer by Borrower. Notwithstanding anything to the contrary contained
harain, Collateral shall not include any waste or other materlals which have
baen or may be designated as toxic or harardous by Lendar.
Notwithstanding the foragoing, the word “Collateral” shall not include any
asset In axistence on tha date hereof or any contract or agreement enterad
into after the date hareof, If the assignment, granting of a lien or transfer
theraof would violate the terms thereof or would constitute a default or
termination or similar event theraunder.

in addition, the word "Coltateral* also includes all the following, whether now owned or hereafter
acquired, whether now existing or hereafter arising, and wherever located.

{A) All accessions, attachments, accessories, tools, parts, supplies, replacements of and
additions to any of the collateral described herein, whether added now or later,

(B} Ali products and produce of any of the property described in this Collateral section.

(C) All accounts, general intangibles, instruments, rents, monies, payments, and ali other
rights, arising out of a sale, lease, or other disposition of any of the property described in this
Collateral section.

(D) All proceeds (including insurance proceeds) from the sale, destruction, loss, or other
disposition of any of the property described in this Collateral section, and sums due from a
third party who has damaged or destroyed the Collateral or from that party's insurer, whether
due to judgment, settlement or other process.

{E} All records and data relating to any of the property described in this Collateral section,
whether in the form of a writing, photograph, microfilm, microfiche, or electronic media,
together with all of Grantor's right, title, and interest in and to all computer software required to
utilize, create, maintain, and process any such records or data on electronic media,

Despite any other provision of this Agreement, Lender is not granted, and will not have, a non-
purchase money security interest in household goods, to the extent such a security interest would be
prohibited by applicable law.

GRANTOR'S WAIVERS, Except as prohibited by applicable law, Grantor waives any right to require
Lender to: (A) make any presentment, protest, demand, or notice of any kind (except as provided
herein or in the Indebtednesgs), including notice of change of any terms of repayment of the
Indebtedness, default by any other guarantor or surety, any action or nonaction by Lender or any
other guarantor or surety of Borrower, or the creation of new or additional Indebtedness: (B) proceed
against any person, before proceeding against Grantor; or (C) apply any payments or proceeds
received against the Indebtedness in any order.

Granter also waives any and all rights or defenses arising by reason of (A) any disability or other
DAVEX Caltius Senior Security Agreement DOC
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defense of any other guarantor or surety or any other person; (B) the cessation from any cause
whatsoever, other than payment in full, of the Indebtednass; (C) any act of omission or commission by
Lender which directly or indirectly results in or contributes to the discharge of any other guarantor or
suretly, or the Indebtedness, or the loss or release of any collateral by operation of law or otherwise.

Grantor understands and agrees that the foregoing waivers are unconditional and irrevocable walvers
of substantive rights and defenses to which Grantor might otherwise be entiled under state and
federal law. Grantor further understands and agrees that this Agreement is a separate and
independent contract between Grantor and Lender, given for full and ample consideration, and is
enforcaable on its own terms. Grantor acknowledges that Grantor has provided these waivers of
rights and defenses with the intention that they ba fully relied upon by Lender. Untll all Indebtadness
i pald in full, Grantor waives any right to enforce any remedy Grantor may have against any other

quarantor, surety, or other person with respect to the Indebtedness, and further, Grantor waives any

right to participate in any collateral for the Indebtedness now or hereafter held by |_ender.

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL,
With respect to the Collateral, Grantor represents and promises to Lender that:

Perfection of Securify interest, Grantor agrees to take whatever actions are reasonably
requested by Lender {o perfect and continue Lender's security interest in the Collateral. Upon
request of Lender, Grantor will deliver to Lender any and all of the documents evidencing or
constituting the Coltateral, and Grantor will note Lender's interest upon any and all chattel
paper if not delivered to Lender for possession by Lender.

Notices to Lender, Grantor will, within thirty (30) days, notify Lender in writing at Lender's
address shown above (or such other addresses as Lender may designate from time to time)
prior to any: (1) change in Grantor's name; {2) change in Grantor's assumed buginess
name(s); (3) change in the management of the Grantor; (4) change in the authorized
signer(s); (5) change in Grantor's principal office address; (6) change in Grantors state of
organization; (7) conversion of Grantor to a new or different type of business entity; or (8)
change in any other aspect of Grantor that directly or Indirectly relates to any agreements
between Grantor and Lender. No change in Grantor's name or state of organization will take
effect until after Lender has received notice

No Violatlon. The execution and delivery of this Agreement will not violate any law or
agreement governing Grantor or to which Grantor is a party, and its certificate or articles of
incorporation and bylaws do not prohibit any term or condition of this Agreement.

Locatlon of the Collateral. Except in the ordinary course of Grantors business, Grantor
agrees to keep the Collateral at either Grantor's address shown above, 429 Santa Monica
Blvd., Suite 510, Santa Monica, CA, 20401 or at such other locations as are acceptable to
Lender. Upon Lender's request, Grantor will deliver to Lender in fonn satisfactory to Lender a
schedule of real properties and Collateral locations relating to Grantor's operations, including
without limitation the following: (1) alt real property Grantor owns or is purchasing; (2) all real
property Grantor is renting or leasing; (3) all storage facilities Grantor owns, rents, leases, or
uses; and (4) all othar properties where Collateral is or may be iocated.

Removal of the Collateral. Except in the ordinary course of Grantor's business, including the
sales of inventory, Grantor shall not remove the Collateral from s existing location without
Lender's prior written consent. To the extent that the Coltateral consists of wehicles, or other
titled property, Grantor shall not take or permit any action which would require application for
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certificates of title for the vehiclaes cutside the State of California, without Lender's prior written
consent. Grantor shall, whenaver requested, advise Lender of the exact location of the

Collaterat.

Transactions Involving Gollateral. Except for inventory sold or accounts collected in the
ordinary course of Grantor's business, or as otherwise provided for in this Agreement, Grantar
shall not sell, offer to sell, or otherwise transfer or dispose of the Collateral. Until an Event of
Default has occurred and for so long as it is continuing., Grantor may sell inventory, but only in
the ordinary course of its business and only to buyers who qualify as a buver in the ordinary
course of business and may dizspoze of wormn out, obzolete and axcess Collateral. A sale in
the ordinary course of Grartor's business does not include a transfer in partial or total
satisfaction of a debt or any bulk sale. Except for Permitted Liens, Grantor shall not pledge,
mortgage, encumber or otherwise permit the Collateral to be subject to any lien, security
intarest, encumbrance, or charge, other than the security interest provided for in this
Agreement, without the prior written consent of Lender. This includes security interests even if
junior in right to the security interests granted under this Agreement. Following an Event of
Default and during the continuance thereof, and unless waived hy L ender, all proceeds from
any disposition of the Collateral (for whatever reason) shall be held in trust for Lender and
shaill not be commingled with any other funds,; provided howeaver, this requirement shall not
constitute consent by Lender to any sale or other disposition. Upon receipt, Grantor shall
immediately deliver any such proceeds to Lender.

Title. Except as provided in the atiached 3chedule of Exceptions, Grantor represents and
warrants to Lender that Grantor hoids good and marketable titte to the Collateral, free and
clear of all liens and encumbrances except for the lien of this Agreement and Permitted Liens.
Mo financing statement covering any of the Collateral is on file in any public office other than
those which reflect the security inferest created by this Agreement, Permitted Liens or to
which Lender has spedcifically consented. Grantor shall defend Lender's rights in the Collaterai
against the claims and demands of all other persons.

Repairs and Maintenance. Grantor agrees to Keep and maintain, and to cause others 1o
keep and maintain, the Collateral in good order, repair and condition at &l times while this
Agreement remaing in effect  Grantor further agrees to pay when due all claims for work done
on, orf services randered orf material furnished In connection with the Collateral so that no lien
or encumbrance may ever attach to or be filed against the Collateral, except o the exient

challenged in good faith.

Inspection of Collateral. Lender and Lender's designated representatives and agents shall
have the right &t all reasonable times to examine and inspect the Collzterat wherever located.

Taxes, Assessments and Liens. Grantor will pay prior to delinquency all taxes,
assessments and liens upon the Collateral, its use or operation, upon this Agreament or, upon
any promissory neote or notes evidencing the Indebtedness. Grantor may withhold any such
payment or may elect to contest any lien if Grantor is in geod faith conducting an appropriate
proceeding fo contest the obligation to pay and so long as Lender's interest in the Collaterat is
nct jeopardized in Lender's sole opinion. If the Collatera) is subjectad to a lien, other than a
Permitted Lien, which is not discharged within thirty (30} days, Grantor shall deposit with
Lender cash, a sufficient corporate surety bond or other security satisfactory to Lender in an
amount adequate to provide for the discharge of the lien plus any interest, costs, attorneys'
fees or other charges that could accrue as a result of foreclosure ar sale of the Collateral, In
any contest Grantor shall defend itself and Lender and shall satisfy any finatl adverse judgment

X Caltiug Senior Secudty Agreementt . DOC
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before enforcement against the Coliateral. Grantor shall name lLender as an additional
obligee under any surety bond furnished in the contest proceedings. Grantor further agrees to
furnish Lender with evidence that such taxes, assessments, and governmental and other
charges have been paid in full and in a timely manner. Grantor may withhold any such
payment or may elect to contest any lien if Grantor is in good faith conducting an appropriate
proceeding to contest the obligation to pay and so long as Lender's interest in the Collateral is

not jeopardized.

Maintenance of Casualty Insurance. Grantor shalt procure and maintain all risks insurance,
including without limitation fire, theft and liability coverage together with such other insurance
as L ender may reasohably require with respect to the Collateral, in form, amounts, coverages
and basis reasonably acceptable to Lender and which are maintained by similarly situated
businesses and issued by a company or companies reasonably acceptable to Lender,
Grantor, upon request of Lender, will deliver to Lender from time to fime the policies or
cartificates of insurance in form satisfactory to Lender, including stipulations that coverages
will not be cancelled or diminished without at least thirty (30) days’ prior written notice to
Lender {(10) days' for non-payment of premises). Each insurance policy also shali include an
endorsement providing that coverage in favor of Lender will not be impaired in any way by any
act, omission or default of Grantor or any other person. in connection with all policies
covering assets in which Lender holds or s offered a security interest, Grantor will provide
Lender with such loss payable or other endorsements as Lender may reasonably require. If
Grantor at any time fails to obtain or maintain any insurance as required under this
Agreement, Lender may (but shall not be obfigated to) obiain such insurance as Lender
deems appropriate, including if Lender 50 chooses "single interest insurance,” which will cover
only Lender's interest in the Collateral.

Application of Insurance Proceeds. Grantor shalt promptly notify Lender of any material
loss or damage to the Collateral. Lender may make proof of loss if Grantor fails to do so
within fifteen {15} days of the casualty. All proceeds of any insurance on the Collateral,
including accnued proceeds thereon, in excess of $100,000 shall be held by Lender as part of
the Collateral. So long as no Event of Default shall have occurred and be outstanding, Lender
shall, upon satisfactory proof of expenditure, pay or reimburse Grantor from the proceeds for
the reasonable cost of repair or restoration. I following an Event of Default and during the
continuance therecf, Lender does not consent to repair or replacement of the Collateral,
Lender shall retain a sufficient amount of the proceeds io pay all of the Indebtedness, and
shall pay the balance fo Grantor. Any proceeds which have not been disbursed within six (6)
months after their receipt and which Grantor has not committed to the repair or restoration of
the Collateral shall be used to prepay the Indebledness.

Financing Statements. Grantor authorizes Lender to file & UCC-1 financing statement, or
alternatively, a copy of this Agreement to perfect Lender's security interest. At Lender's
reasonable request, Grantor additionally agrees to sign all other documents that are
necessary to perfect, protect, and continue Lender's security interest in the Collateral. Grantor
will pay all filing fees, title transfer fees, and other fees and costs involved unless prohibited by
law or unless Lender is required by faw to pay such fees and costs. Grantor imevocably
appoints Lender to execute documents of title in Grantor's name and to execute all documents
necessary to transfer title if there is an Event of Default. ¥ Grantor changes Grantor's name
or address, or the name or address of any person granting a security interest under this
Agreement changes, Grantor will promptly notify the Lender of such change.

GRANTOR'S RIGHT TO POSSESSION. Until an Event of Default, Grantor may have possession of
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the tangibie personal property and beneficial use of all the Collateral and may use it in any lawful
manner not inconsistent with this Agreement, provided that Grantor's right to possession and
beneficial use shall not apply to any Collateral where possession of the Collateral by Lender is
required by law to perfect Lender's security interest in such Collateral. If Lender at any time has
possession of any Collateral, whether before or after an Event of Default, Lender shall be deemed to
have exercised reasonable care in the custody and preservation of the Collateral if Lender takes such
action for that purpose as Grantor shall request or as Lender would take with respect to its own
property, but failure to honor any request by Grantor shall not of itself be deemed to be a failure to
exercise reasonahle care. Lender shall not be required to take any steps necessary to preserve any
rights in the Collateral against prior parties, nor to protect, preserve or maintain any security interest

given to secure the Indebtedness.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect
Lender's interest in the Collateral or if Grantor fails to comply with any provision of this Agreement er
the Note, including but not limited to Grantor’s failure to discharge or pay when due any amounts
Grantor is required to discharge or pay under this Agreement or the Note, Lender on Grantor's behalf
may upon reasonable prior written notice to Grantor (but shall not be obligated to) take any action that
Lender deems appropriate, in its commercially reasonable discretion, including but not limited to
discharging or paying all taxes, liens, security interests, encumbrances and other claims, at any time
ievied or placed on the Collateral and paying all costs for insuring, maintaining and preserving the
Collateral. All such expenditures incurred or paid by Lender for such purposes will then bear interest
at the rate charged under the Note from the date incurred or paid by Lender to the date of repayrnent
by Grantor. All such expenses will become a part of the Indebtedness and, at Lender's option, will
(A) be payable on demand; (B} be added to the balance of the Mote and be apportioned among and
be payable with any installment payments to become due during either (1) the term of any applicable
insuranca policy; or (2) the remaining term of the Note: or' (C) be treated as a balloon payment
which will be due and payable at the Note's maturity. The Agreement also will secure payment of
these amounts, Such right shall be in addition to all other rights and remedies to which Lander may
be entitled upon an Event Dafault,

DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:

Paymant Default. Borrower fails fo make any payment when due under the Indebiedness
(after expiration of any applicable notice or cure period).

Other Defaults. Borrower or Grantor fail to comply with or to perform any other ferm,
obligation, covenant or condition contained in this Agreament or in the Note and such failure
shall remain outstanding following thirty (30) days written notice to Grantor.

False Statements. Any warranty, reprasentation or statement made or furnished to Lender
by Borrower or Grantor or on Bomower's or Grantor's behalf under this Agreement or the Note
is false or misleading in any material respect, either now or at the time made or furnished.

Defective Collateralization. This Agreement or the Note ceases to be in full force and effect
{(including failure of any collateral document to create a valid and perfected security interest or
lien) at any time and for any reason.

Inselvency. The Bommower shall commence (i} a voluntary case under any applicable
bankruptey, insolvency or other similar law or consent to the entry of an order for relief in an
invaluntary case under any such law, or consent to the appointment of a receiver, liquidator,
custodian or trustee for any substantial part of the property of the Borrower or the Borrowsr
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shall make any general assignment for the benefit of creditors or (i} an involuntary case shall
be commenced against the Bomower seeking fiquidation, reorganization or other relief with
respect to it or its debts under any applicable bankruptey, insclveney or other similar law and
such case shall remain unstayed and undismissed for & period of sixty (60} days.

Craditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiturs
proceedings, whether by judicial proceeding, seif-help, repossession or any other method, by
any creditor of Borrower or Grantor or by any govermmental agency against any Collaterai
securing the Indebtedness. However, this Event of Default shall not apply if there is a good
faith dispute by Borrower or Grantor as to the validity or reasonableness of the claim which is
the basis of the creditor or forfeiture proceeding and if Borrower or Grantor gives Lender
written notice of the creditor or forfeiture proceeding and deposits with Lender monies or a
surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its
sole discretion, as being an adequate reserve or bond for the dispute,

Cure Provisions. If any default, including a default in payment, is curable and if Grantor has
not been given a notice of a breach of the same provision of this Agreement within the
preceding four (4} months, it may be cured {and no event of default will have occurred) if
Grantor, after receiving wtitten notice from Lender demanding cure of such default; (1) cures
the default within ten (10) days; or (2) if the cure requires more than ten (10} days, promptly
initiates steps which Lender deems in Lender's commercially reasonable discretion fo be
sufficient to cure the default and thereafter continues and completes all reasonable and
naecessary steps sufficient to produce compliance as soon as reasonably practical,

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Agreement, at any
time thareafter, Lender shall have all the rights of a secured party under the California Uniform
Commercial Code. In addition and without limitation, Lender may exercise any one or more of the
following rights and remedies:

Accelerate Indebtedness. Lender may deciare the entire Indebtedness, immediately dus
and payable.

Assemble Collateral. Lender may require Grantor to deliver to Lender all or any portion of
the Collateral and any and all cerdificates of title and other documents relating fo the Collateral.
Lender may require Grantor to assemble the Collaieral and make it available to Lender at a
place to be designated by Lender. Lender also shall have full power to enter upon the
property of Grantor to take possession of and remove the Collateral. If the Collateral contains
other goads not covered by this Agreement at the time of repossession, Grantor agrees
Lender may take such other goods. provided that Lender makes reasonable efforts to return
themn to Grantor after repossession.

Sell the Collateral. Lender shall have full power to sell, lease, transfer, or otherwise deal with
the Coltateral or proceeds thereof in Lender's own name or that of Grantor. Lender may sell
the Ceollateral at public auction or private sale. Unless the Collateral threatens to decline
speedily in value or is of a type customarily sold on a recognized rmarket, Lender will give
Grantor, and other persons as required by law, reasonable notice of the time and place of any
public sale, or the time after which any private sale or any other disposition of the Collateral is
to be made. However, no notice need be provided to any person who, after Event of Default
occurs, enters into and authenticates an agraement waiving that person's right to notification
of sale. The requirements of reasonable notice shall be met if such notice is given at least ten
(10) days before the: time of the sale or disposition. Al expenses relating to the disposition of
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the Collateral, including without limitation the expenses of retaking, holding, insuring,
preparing for sale and selling the Collateral, shall become a part of the Indebtedness secured
by this Agreament and shall be payable on demand, with interest at the Note rate from date of
expenditure until repaid.

Appoint Recelver. Lender shall have the right to have a receiver appointed to take
possession of all or any part of the Collateral, with the power to protect and preserve the
Collateral, to operate the Collateral preceding foreclosure or sale, and to collect the Rents
frorm the Collateral and apply the proceeds, over and above the cost of the receivership,
against the Indebtedness. The receiver may serve without bond if permitted by law. Lender's
right to the appointment of a receiver shall exist whether or not the apparent value of the
Collateral exceeds the Indebtedness by a substantial amount. Employment by Lender shall
not disqualify a person from serving as a receiver,

Collect Revenues, Apply Accounts. Lender, either itself or through a receiver, may collect
the payments, rents, income, and revenues from the Collateral. Lender may at any time in
| ender's discretion transfer any Collateral into Lender's own name or that of Lender's nominee
and receive the payments, rents, income, and revenues therefrom and hold the same as
security for the indebtedneass or apply it to payment of the Indebtedness in such order of
preference as Lender may determine. Insofar as the Collateral consists of accounts, general
intangibles, insurance policies, instruments, chattel paper, choses in action, or similar
property, Lender may demand, collect, receipt for, sete, compromise, adjust, sue for,
foreclose, or realize on the Collateral as Lender may determine, whether or not Indebtedness
or Collateral is then due. For these purposes, Lender may, on behalf of and in the name of
Grantor, receive, open and dispose of mail addressed to Granlor; change any address to
which mail and payments are to be sent; and endorse notes, checks, drafts, money orders,
documents of title, instruments and items pertaining to payment, shipment, or storage of any
Callateral. To facllitate collection, Lender may notify account debtors and obligors on any
Collateral to make payments directly to Lender,

Obtain Deflciency. If Lender chooses to sell any or all of the Collateral, Lender may obtain a
judgment against Borrower for any deficiency remaining on the Indebtedness due to Lender
after application of all amounts received from the exercise of the rights provided in this
Agreement. Borrowers shall be liable for a deficiency even if the transaction described in this
subsection is a sale of accounts or chattel paper.

Other Rights and Remedies. Lender shall have all the rights and remedies of a secured
creditor under the provisions of the California Comimercial Code, as may be amended from
time to time. In addition, Lender shall have and may exercise any or all other rights and
remedies it may have available at law, in equity, or otherwise.,

Election of Remedies. Except as may be prohibited by applicable law, all of Lender's rights
and remedies, whether evidenced by this Agreement or by any other writing, shali be
cummuiative and may be exercised singularly or concurrently. Election by Lender to pursue any
remedy shall not exclude pursuit of any other remedy, and an election to make expenditures
or to take action to perform an obligation of Grantor under this Agreement, after Grantor's
fallure to perform, shall not affect Lender's right fo declare a default and exercise its remeadies.

COLLATERAL SCHEDULES AND LOCATIONS, As often as Lender shall require, and insofar as the
Collateral consists of accounts and general intangibles, Grantor shall deliver to Lender schedules of
such Collateral, including such information as Lender may reasonably require, including without
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limitation names and addresses of account debtors and agings of accounts and general intangibles.
Insofar as the Collateral consists of inventory and equipment, Grantor shall deliver to Lender, as often
ais Lender shall require, such lists, descriptions, and designations of such Collateral as Lender may
require to identify the nature, extert, and location of such Collateral. Such information shall be
submitted for Grantor and each of its subsidiaries or related companies.

TERMINATION. This Agreement shall terminate upon payment in full of the principal, interest and
fees (if any) on the Note. Upon such payment, the Holder shall promptly file appropriate financing
statement terminations and return any Coliateral in its possession.

MISCELLANEOUS PROVISIONS., The following miscellaneous provisions are a part of this
Agreement:

Amendments., This Apgreement and the Note constitutes the entite understanding and
agreement of the parties as to the matters set forth in this Agreement, No alteration of or
amendment to this Agreement shall be effective unless given m writing and signed by the party
or parties sought to be charged ot bound by the alteration or amendment.

Arbitration. Borrower and Grantor and Lender agree that all disputes, claims and
controversles between them whether individual, joint, or class in nature, arising from
this Agreement or otherwlse, Including without limitation contract and tort disputes,
shall be arbitrated pursuant to the Rules of the American Arbitration Association In
affact at the time the claim is filed, upon request of either party. No act to take or
dispose of any Collateral shall constitute a waiver of this arbitration agreement or be
prohibited by this arbitration agreement. This includes, without limitation, obtaining
injunctive relief or a temporary restraining order; invoking a power of sale under any
dead of trust or mortgage; obtaining a writ of attachment or imposition of a recelver; or
exercising any rights relating to personal property, Including taking or disposing of
such property with or without judicial process pursuant to Article 9 of the Callfornia
Commercial Cade. Any disputes, claims, or controversies concerning the lawfulness
or raasonableness of any act, or exercise of any right, concerning any Collateral,
including any clalm to rescind, reform, or otherwise modify any agreement relating to
the Collateral, shall alse be arbitrated, provided however that no arbitrator shall have
the right or the power to enjoin or restrain any act of any party. Judgment upon any
award rendered by any arbitrator may be entered in any court having jurisdiction.
Nothing In this Agreement shall preciude any party from seeking equitable relief from a
court of competent jurlsdiction. The statute of limitations, estoppel, waiver, laches,
and similar doctrines which would otharwise be applicable in an action brought by a
party shall be applicable in any arbitration proceeding, and the commencement of an
arbitration proceeding shall be deemed the commencement of an action for these
purposes. The Federal Arbitration Act shall apply to the construction, interpretation,
and enforcement of this arbitration provision.

Attorneys’ Fees; Expenses. Grantor agrees to pay upon demand all of Lender's actual and
reasonable costs and expenses, including Lender's attormeys' fees and Lender's legal
expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or
pay someone else to help enforce this Agreement, and Grantor shall pay the costs and
expenses of such enforcement Costs and expenses incude Lender's atiorneys' fees and
legal expenses whether or not there is a fawsuit, including attomeys’ fees and legal expenses
for bankruptey proceedings (including efforts to modify or vacate any automatic stay or
injunction), appeals, and any anticipated postjudgment collection services. Grantor also shall
DAVEX Caltius Senior Security Agreement!,D0OC
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pay all court costs and such additional fees as may he directed by the court.

Caption Headlngs. Caption headings in this Agreement are for convenience purposes anly
and are not to be used to interpret or define the provisions of this Agreement.

Governing Law. This Agreement will be governed by, construed and enforced in
accordance with federal law and the laws of the State of California. This Agreement
has been accepted by Lender in the State of California.

Prafarance Paymants, Any monies Lender pays because of an asserted preference claim in
a Borrower's or Grantor's bankruptey will become a part of the Indebtedness and, at Lender's
option, shall be payable by Borrowers and Grantor as provided in this Agreement.

No Walver by Lender. Lender shall not be deemed to have walved any rights under this
Agreement unless such waiver is given in writing and signed by Lender. No delay or omission
on the part of Lender in exercising any right shall operate as a waiver of such right or any
other right. A waiver by Lender of a provision of this Agreement shall not prejudice or
constitute a waiver of Lender's right otherwise to demand strict compliance with that provision
or any other provision of this Agreement. No prior waiver by Lender, nor any course of
dealing between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of
any of Grantor's obligations as to any future fransactions. Whenever the consent of Lender is
required under this Agreement, the granting of such consent by Lender in any instanca shail
not constitute continuing consent to subsequent instances where such consent is required,
and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Notices. Any notice required to be given under this Agreement shall be given in writing, and
shall be effective when actually detivered (i) if delivered personally to a party hereto or to an
officer of the party to whorm the same is directed as of the date so delivered, (i} an the first
business day, when actually received by telefacsimile (unless otherwise required by law), (ji))
on the first business day foliowing the date when deposited with a nationally recognized
overnight courier, or, (iv) if mailed, three business days following the date when deposited in
the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses shown near the beginning of this Agreement. Any party may ¢hange its

address for notices under this Agreement by giving formal written notice to the other parties,

specifying that the purpose of the notice is to change the party’s address. For notice
purposes, Grantor agrees to keep Lender informed at all imes of Grantor's current address,
Uniess otherwise provided or required by law, if there is more than one Grantor, any natice
given by Lender to any Grantor is deemed to be notice given to all Grantors.

Power of Attorney. Grantor hereby appoints Lender as Grantor's imevocable attorney-in-fact
for the purpose of executing any documents necessary to perfect, arnend, or to continue the
security intarest granted in this Agreement or to dernand termination of filings of other secured
parties. Lender may at any time, and without further authorization from Grantor, file a carbon,
photographic or other repreduction of any financing statement or of this Agreement for use as
a financing statement. Grantor will reimburse Lender for ail expenses for the perfection and
the continuation of the perfection of Lender's security interest in the Collateral.

Severabliity. If a court of competent jurisdiction finds any provision of this Agreement to be
illegal, invalid, or unenforceable as to any circumstance, that finding shall not make the
offending provision illegal, invalid, or unenforceable as to any other circumstance. If feasible,
the offending provision shall be considered modified so that it becomes legal, valid and
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enforceable. If the offending provision cannot be so modified, it shall be considerad deleted
from this Agreement. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Agreement shall not affect the legality, validity or
enforceability of any other provisicn of this Agreement,

Successors and Assigns. Subject to any limitations stated in this Agreement on transfer of
Grantor's interest, this Agreement shall be binding upon and inure to the benefit of the parties,
their successors and assigns. If ownership of the Collateral becomes vested in a person other
than Grantor, Lender, without notice to Grantor, may deal with Grantor's successors with
reference to this Agreement and the Indebtedness by way of forbearance or axtension without
releasing Grantor from the obligations of this Agreement or liability under the Indebtedness.

Survival of Representations and Warranties. All representations, warranties, and
agreements made by Grantor in this Agreement shall survive the execution and delivery of this
Agreement, shall be continuing in nature, and shall rermain in full force and effect until such
time a&s Borrower's Indebtedness shall be paid in full.

Time is of the Essence. Time is of the essenca in the performance of this Agreement,

DEFINITIONS. The following capitalized words and terms shall have the following meanings when
used in this Agreement. Unless specifically stated to the confrary, all references to dollar amounts
shall mean amounts in lawful monay of the United States of America. Words and terms used in the
singular shall include the plural, and the piural shall include the singular, as the context may require.
Words and terms not otherwise defined in this Agreement shall have the meanings attributed to such
terms in the California Commercial Code:

Agreement. The word "Agreement" means this Security Agreement, as this Security
Agreement may be amended or madified from time to time, together with all exhibits and
schedules attached to this Security Agreement from time to time.

Borrowar. The word "Borrower” means DAVEX LABS, LLC, a Delaware limited labillty cornpany.

Collateral. The word "Collateral” means all of Grantor's right, title and interest in and to all the
Collateral as described in the Collateral Description section of this Agreement,

Default. The word "Default” means the Default set forth in this Agreement in the section fitled
"Default”.

Environmental Laws. The words "Envircnmental Laws” mean any and all state, federal and
local statutes, regulations and ordinances relating to the protection of human bealth or the
environment, including without limitation the Comprehensive Environmental Response,
Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section 9601, et seq.
("CERCLA")}, the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No.
99-409 ("BARA"), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et
seq., the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq.,
Chapters 6.5 through 7.7 of Division 20 of the California Health and Safety Code, Section
25100, et seq., or other applicable state or federal laws, rules, or regulations adopted pursuant
thereto.

Event of Default. The words "Event of Default™ mean any of the events of default set forth in
this Agreement in the default section of this Agreement.
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Grantor. The word "Grantor” means DAVEX LABS, LLC, a Delaware limited liability company.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because
of their quantily, concentration or physicat, chemical or infectious characteristics, may cause
or pose a present or potential hazard to human heailth or the environment when improperly
used, ftreated, stored, disposed of, generated, manufacfured, transported or otherwise
handled. The words "Hazardous Substances” are used in their very broadest sense and
include without limitation any and all hazardous or toxic substances, materials or waste as
defined by or listed under tha Environmental Lawe. The terrn "Hazardous Substances® also
includes, without limitation, petroleum and petroleurn by-products or any fraction thereof and

asbestos,

Indebtedness. The word "Indebtedness”™ means the indebledness evidenced by the Note
including all principal and interest together with all other costs and expenses for which
Bormower is responsible under this Agreement.

Lender, The word "Lender” means Caltius Private Equity Partners I, LP, its successors and
permitted assigns. ‘

Note. The word "Note" means the Nate executed by Borrower in the principal amount of
$2,000,000.00 dated January 9, 2004, together with all renewals of, extensions of,
modifications of, refinancings of, congolidations of, and substitutions for the note or credit
agreement.

Permitted Liens. The word "Permitied Liens” means: (i) Liens at any time granted in favor of
Lender; (if) Liens for taxes, assessments or governmental charges not yet delinquent, or being
contested in good faith; (iii) Liens arising in the ordinary course of the business of Grantor by
operation of law or regulation, but only if payment in respect of any such Lien is not at the fime
reqguired or is being contested in good faith and such Liens do not, in the aggregate, materially
detract from the value of the Property of Borrower or materially impair the use thereof in the
operation of the business of Borrower; (iv) Purchase Money Liens securing Purchase Money
Indebtedness; (v) such other Liens as disclosed to Lender hereto and acknowledged in writing
by Lender and any renewals/extensions or amendments thereof, provided that the obligations
secured or benefited thereby are not increased and such Liens are not extended beyond their
scope from that existing on the date hereof; {vi) Liens incurred or deposits made in the
ordinary course of business in connection with (1) worker's compensation, social security,
unemployment insurance and other fike Jaws or (2) sales contracts, leases, statutory
obligations, work in progress advances and other similar ebligations not incurred in connection
with the borrowing of money or the payment of the deferred purchase price of properdy: (vii)
reservations, covenants, zoning and other land use regulations, ftitle exceptions or
encumbrances granted in the ordinary course of business, affecting real Property owned or
leased by Borrower; provided that such exceptions do not in the aggregate matedally interfere
with the use of such Property in the ordinary course of Borrower's business; and {viii) such
other Liens as Lender may hereafter approve in writing.

Property. The word "Property” means all of Grantor's right, title and interest in and to all the
Property as described in the "Collateral Description” section of this Agreement.

Purchase Money Indebtedness. The word "Purchase Money Indebtedness” means and
includes (i} indebtedness for the payment of all or any part of the purchase price of any fixed
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assets, (ii) any indebtedness incutred at the time of or within thirty (30) days prior to or after
the acquisition of any fixed assets for the purpose of financing all or any part of the purchase
price thereof, and (i} any renewals, extensions or refinancings thereof, but not any increases
in the principal amounts thereof outstanding at the time.

Purchase Money Lien. The word "Purchase Money Liens" means a Lien upon fixed assets
which securas Purchase Money Indebtedness, but only if such Lien shall at all times be
confined solely to the fixed assets the purchase price of which was financed through the
ingurrence of the Purchase Money Indebtedness secured by such Lien.
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BORROWER AND GRANTOR HAVE READ AND UNDERSTOOD ALL THE PROVISIONS
OF THIS SECURITY AGREEMENT AND AGREE TOQ ITS TERMS. THIS AGREEMENT IS DATED

JANUARY S, 2004.
GRANTOR and BORROWER:
DAVEX, LABS, LLC, a Delaware fimiied liability company.

By: (}l&:ﬁ?’/—\

David Berglzss
Ms: Chief Executive Officer

LENDER:
CALTIUS PRIVATE EQUITY PARTNERS |, 1P, a Dalawade imited partnership

By: LFE, LLC, its Generat Partner
By: Libra Investors I, L C, s Managing Membor

By:

arrick Ahn
H=: Managing Director
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BORROWER AND GRANTOR HAVE READ AND UNDERSTOOD ALL THE PROVISIONS
OF THIS SECURITY AGREEMENT AND AGREE TO ITS TERMS. THIS AGREEMENT IS DATED

JANUARY 9, 2004,
GRANTOR and BORROWER:

DAVEX LABS, LLC, a Delawara limited liablity compary.

By:

David Berglass
its: Chief Executive Officer

LENDER:
CALTIUS PRIVATE EQUNTY PARTNERS |, LP, a Delaware limited partnership
By: LFE, LLC, its General Partner

By: Libra Investars [, LLE, its Managing Member

By:

Azarrick Ahn —,
its: Managing Diractor
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