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Security Agreement

This SECURITY AGREEMENT, dated as of December 20, 2004 (the “Security
Agreement™) is by and among Michael R. Farley, Sally L. Farley, husband and wife, Cart V.
Venters I, individuaily, DRM Technologies, L.1..C., an Arizona limited liability company, DRM
Management, 1.1.C., an Arizona limited liability compuny, Digital Containers, Inc., 2 Delaware
corporation, Farley & Associates, Inc., an Arizona corporation (collectively referred 1o ns the

“Debtor”), and Commerce Bank of Arizona, an Arizona corpordtion authorized to do business in
Arizona (the “Secured Party™).

WHEREAS, the Debtor has cxecuted a promissory note dated os of December 20, 2004 (the

“Note™), pursuant to which the Sccured Party, subject to the terms and conditions contained therein,
is 1o make a $420,000.00 loan (the “Loan™) to the Debtor, and

WHEREAS, it is a condi tion precedent to the Seeured Party's making the Loan to the Debtor
under the Promissory Note that the Debtor exerute and deliver to the Sccured Party a secority
* agreement in substantially the form hereof: and

WHEREAS, the Debtor wishes to grant a security interest in favor of the Secured Party as
herein provided,

NOW, THEREFORE, in consideration of the
and valuable consideration, the receipt and sufficiency
hereto agree as follows:

promiscs contained herein and for other good
of which are hereby acknowledped, the parties

1. Definitions. All eapitalized terms used herein without definitions shall have the respeetive
meanings provided thercfore in the Note. The lerm “State,”

48 used herein, means the State of
Arizona. Allterms defined in the Uniform Commercial Codeo

f'the State and used herein shall have
the same definitions herein as specified therein, However, if o term is defined in Article 9 of the
Uniform Commercial Code of the State differenty than in another Article of the Uniform
Commereial Code of the State, the term has the meaning specified in Article 9,

11  “Obligations,” as used herein, means all of the indebledness, obligations, and
linbilities of the Debtor to the Secured Party, individually or collectively, whether direct or indirect,
jointorseveral, absoluts or contingent, due or to become due, now existin Borherealter arising under
or in respect of the Note, any promissory notes or other instruments Or agreements cxecuted and
delivered pursuant thereto or in conneetion therewith or this Apgreement, including the full and timcly
payment of all amounts due and payable by Debtor to Secured Party, now or hercafter in effeet

between Debtor and Secured Party, whether such amounts are due and puyable on the date(s)
scheduled therefor, or otherwise.
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12 "Eventof Default,” The occurrence of any of the following events or conditions will
constitute an "Event of Defanlt", under this Security Agreement:

(@) Anyfailure to pay any prineipal, interest or any other amount under the Note,
or any of the Related Documents, when the same becomes due and payable, and which failure is not
cured within ten (10) days, after written notice to Borrower,

(b)  Any failure to neglect to perform or obscrve any of the covenants, conditions
or provisions of the Note,

this Agreement or any of the other Related Documents and such fajlure
or neglect continues unremedied for thisty (30) days, after wrilten notice to Borrawer.

(¢}  Any warranty, representation or statement contained in the Note, this
Agreement or any of the Related Documents, or made or furnished to Sccured Party by or on behal f
of the Debtor, that is or is proven to have been false in any material respect when made or furnished
or when deemed to have been made or furnished, :

(d)  The filing by Debtor (or if filed ngainst Debtor to which Debtor acquiesces
or that is not. dismissed within sixty (60) days after the filing thereof) of any procecding under the
federal bankruptey laws now or hereafter existing or any other similar statute now or hereatter in
cffect: the entry of an order for relief under such laws with respect to Debtor; or the appointment of
a receiver, trustes, custodian or conservator of all or any purt of the assets of Debtor.

(¢)  Theinsolvency of Debtor, or the execution Ey Debtor of an assignment for

the benefit of creditors; or the convening by Debtor of 1 meeting of its creditors, or any class thereof,
for purposes of cffectin

£ 2 moratorium upon or extension or composition of its debts; or the fajlure

of Debtor to pay its debts os they mature; or if Debtor is generally not paying jis debts as they
malure, :

() The admissions in writing by Debtor that it is unablé to pay its debts as they
mature o that it is generally not paying its debts as they mature,

(8)  The liquidation, termination or disselution of Debtor,

()  Other than subordinated debts sp
Documents, or unless Lender has agreed in writing,
Collateral: () mokes any voluntary transfer of any Collateral (dcfined below) other than to affiliates
of Debtor upon providing thirty (30) days prior written notice to Seeurad Party; (3i) grants any other
interest in or right to any Collateral; (ii) uny Lien or Encumbrance exists or is placed on Collateral,
now or hereafter, voluntarily or involuntarily, in favor of any Person other than Secured Party, (iv)
any Collateral or any interest in or right to Collateral becomes vested in any Person, other than
Debtor and Seeured Party, whether volun

tacily or involunturily, or (v) any Financing Statement
covering any Collateral is filed in favor of any Person other than Sccured Party.

ecifically permitted under the Related
Debtor docs any of the following with the

@) Giving of notice of a sale under the Uniform Commercial Code, foreclosurce

2
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on the Real Property by notice and sale or by judicial foreclosure under a deed of trust, or any other
action by any person, other than Secured Party, to reolize upon any Collateral under any lien or
encumbrance, regardless of whether such lien or encumbrance is specifically parmitted under the
Note and the Related Documents and regardless of whether Junior or senior to this Sceurity Interest
granted under this Seeurity Agreement and the Related Documents,

, )] Any or all Collateral ccases to be in the exclusive control or posécssién of
Debtor.

(k)

Any Collateral violates any law, ordinance, regulation orrule, whether federal,
state, local or foreign,

() Anylevyorexecution upon, or judicial seizure of, any portion of any of the
Collateral,

(m)  Any attachment or garnishment of, or the existence of filing of any lien or

encumbrance against any portion of the Collateral that is not removed bonded over arreleased within
fifteen (15) days ofter its creation, :

(n)  The institution of any legal action or pruéccd'mg 10 enforce any lien or
cocurmbrance upon any portion of any of the Collatera), that is not dismissed or bonded over, within
fifteen (15) days after its institution,

(0)  The occurrence of any Event of Default under the Note, this Security
Agreement or any of the Related Documents,

(p)  Theoccurrence of an
Secured Party, in its reasonable diseretion,
that the prospect of puyment or performanc
is impaired.

y adverse change in the Ananeial condition of Debtor that
decms material, or if Secured Party in goad faith beljeves
e by Debtor of its obligations in connection with the Logn

13 “Reluled Documents,” as used herein, means the foll owing documents;
notes, credit agreements, loan agresments, envi
dgreements, mortgages, deeds of trust, seenrity deeds, collateral mortgages, and all other instruments
and agreements and documents, whether now or hereafter existing, cxecuted in connection with the
Loan or the Obligations, including, but not limited to the agreements and instruments of even date
herewith executed in connection with or velating 1o the Loan by Secured Party 1o Borrower

including: Assignment of Life Insurance Policy as Collateral, Deed of Trust, Commereial Pledge
Agreement and Collateral Assignment of Beneficial Riglts.

all promissory
ronmental agreements, guarantics, security

2 Grant of Sccurity Interest. The Debtor hereby grants to the Securcd Party, to sectire the
payment and performance in full of all of the Obligations, a security interest in and so pledges and
assigns to the Secured Party the assets, interests and rights of the Debtor, wherever located, whether

3
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now owned or hereafter acquired or arising, and all proceeds and products thercof as provided on
Exhibit “A” which is attached to this

Agreement and incorporated by this reference (the
“Collateral™).

3. Authorization to File Financing Statements.
the Secured Party at any time and from time to time ¢
Commercial Code jurisdiction any initjal financing stat

The Debtor heraby irrevocably authorizes
o file in any fling office in any Uniform
ements and amendments thereto that:

(a) indicate the Collateral

§)) as assets of the Debtor or wards of similar cffect, regardlcss of whether
any particular asset comprised in the Collateral falls within the scope of Article 9 of the Uniform
Commercinl Code of the State or such jurisdiction, or

(i) asbeing of an equal or lesser scope or with greater detail, and

(b)  provide any other information required by part 5 of Article 9 of the Uniform
Commercial Code of the State, or such other jurisdiction, for the sufficiency or filing office
acceptance of any financing statement or amendment, incloding

()  whetherthe Debtorisan organization, the type of organization and any
organizational identification number issued to the Debtor and,

(i) inthecaseofa financing statement filed as a fixture filing, a sufficient
description of real property to which the Collateral relates. The Debtor agrees to furnish any such

information to the Secured Party promptly upon the Secured Parly's request. TheDebtor also ratifies
its authorization for the Sccured Party to have filed in any Uniform Commercial Code jurisdiction
any like initial financing statements or amendments thereto if filed prior to the date hereof,

4. Borrower’s Waivers and Responsibilities. Except as otherwise requived under this
Agreement, the Related Documents, or by applicable law:

(1)  Debtor agrees that Secured Party need not tell Debtor about any action or
inaction Secured Party takes in connection with this Agreement;

(b)  Debtor assumes the responsibility for being and keeping informed about the
Collaterl: and

() Dcbtor waives any defenses that may arise because of any action or inacdon
of Secured Party, including without limitation any failure of Secured Party in realizing upon the
Collatern! and Debtor agrees to remain lable under the Note no matter what sction Seeured Party
takes or fails to take under this Agreement,
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5. Other Actions as to Any and All Collateral. The Debror agrees, at the Teques
of the Secured Party, to take any and all other acti

necessary or uscful for the atachment, perfection and
Party to enforce, the Secured P
without limitation,

t and option
ons the Secured Party may determine to be
first priority of, and the ability of the Secured
arty's sccurity interest in any and all of tha Collateral, including,

(8)  executing, delivering and, where appropriate, filing financing statements and
amendments relating thereto under the Uniform Commercial Code, to the extent, if any, that the
Debtor's signature thereon is required therefor,

(M)  consing the Secured Party's name to be noled as seeured party on any

certificate of title for a titled good if such notation is a condition 1o attachment, perfection or priority

of, or ability of the Secured Party 10 enforce, the Secured Party's security interest in such Collaternl,

(©)  complying withany provision ofany stalute, regulation or treaty of the United
States as to any Collaternl if com pliance with such provision is a condiiion te attachment, perfection

or priority of, or ability of the Secured Party to enforce, the Secured Party's security interest in such
Collateral,

, ()  obteining governmentnl and other third partyv.vnivers, consenis,
in form and substance satisfactory to Seeured Party, including,

licensor, lessor or other person obligated on Collateral,

and approvals
without Limitation, any consent of any

(¢)  obtaining waivers from

mortgagees and landlords in form and substance
satisfactory to the Secured Party, and

() takingall actionsunder any
or under any other law,

relevant Uniform Comm

carlier versions of the Uniform Commereial Code
85 reasonably delermined by the Secured Party to be applicable in any
ercial Code or other jurisdiction, including any foreign jurisdiction,

6. Relation to Other Security Documents, The provisions of this Agreement supplement the
provisions of any real estate mortgage or deed of trust granted by the Debtor to the Secured Party that
secures the payment or performance of any of the Obligations. Nothing contained in any such real

estate mortgage or deed of trust shall derogate from any of the rights or remedies of the Secured
Party hereunder.

7. Representations and Warranties Concerning Debtor's Legal Status. The Debtor
represents and warrants to the Securcd Purty as follows:

(3)  theDebtoris organized as an Arizona corporation, an Arizona limited liability
company, or Delaware corporation, as applicable and as indicated above, and the Debtor is duly
otganized, in good standing in its state of incarporation or formation,
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() duly authorized financing statements, it a form aceeptable to the Seeured
Party and containing the indication of the Collaters] have been or concurrently with the execution
of this Agreement shall be duly filed in the central Uniform Commerein] Code filing office with the
Arizona Secretary of State and the Pima County Recorder's Office.

8. Covenants Concerning Debtor's Status. The Debtor covenants with the Sectred Party ns
follows: - : ' '

(@)  without praviding at least 30 d
the Debtor will nat change its name,

or its mailing address or organizati

ays prior wrilten notice to the Secured Party,
its place of business or, if more than one, chief exccutive office,
onal identification number if it has one:

(b)  theDebtorwill notchangeits type of organization, jurisdiction of orpanization
or other legal structure, without written consent from Sccured Party's; and

(©)  The Debtor is not insolvent on the da

te hereof, and will not be rendered
insolvent as a result of the punranty of security interest in'the

Collateral of Secured Party.

9. Representations and Warranties Concernin

g Collateral, ete. The Debtor further
represents and warrants to the Secured Party as follows:

(a) the Debtor is the owner of or has ofher rights in or power to tansfer the
Collateral, free from any right or claim or any person or any adverse lien, sceurity interest or other
encumbrance, except for the security interest created by this Agreement and other licns permitted
by the Note and the Related Documents and except for the security interest of Wachovia Bank in
some of the Collatera) and except for the seetrity interest of Horseshoe Management Company, an
Arizona corporation, in some of the Collateral to seoure repayment of Debtor®s indebtedness in the
original principal sum of $300,000.00 and except for any lien or encumbrance reflected on the
preliminary title report prepared by Lawyers Title for the rea) property owned by Debtor Michgel R.
Farlcy and Debtor Sally L. Farley located at 2933 N, Calle Ladera, Tucson, Arizona,

(™  none of the Collateral constitutes, or is the proceeds of, “farm products” ns
defined in Section 9-102(a)(34) of the Uniform Commercial Cade of the State

»
"+

(€©)  noncoftheaccount debtors orother persons abligated on any of the Coliateral
s & governmenta] authority covered by the Federal Assignment of Claims Act or like federal, state
or local statute or rule in respect of such Collateral:

(d)  the Debtor holds no commercial tort claims; and

(&) the Debtor has at all times opernted its business in compliance with all
applicable provisions of federal, stats, and local statutes and ordinances.

10.  Covenants Concerning Collateral. The Debtor further covenants with the Secured Party

6
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a5 follows:

(#)  the Collateral, to the extent not delivered to the
Section 4, will be kept at those locations listed ns Debtor's principal place of business as provided
in Scetion 6(¢) above, and the Debtor will not remove the Collateral from such locations, without
providing at least thirty dnys prior written notice to the Sccured Party;

Secured Party pursuant to

‘(™  exceptforthescouri

ty interestherein granted and liens permitted by the Note,
this Agreement and Related Docments,

the Debtor shall be the owner of or have other rights in the
Collateral free from any right or cloim of any other person. licn, security intersst or other
encumbrance, and the Debtor shall defend the same against all claims and demands of all persons
at any time claiming the same or any imterests therein adverse to the Secured Party:

() The Security Interest Agreement (3) is lepal, valid, binding, and enforceable,
(i) is a perfected sccurity interest in all Collateral, and (iii) is a first priority security interest in ull
Collateral, except otherwise provided herein;

(d)  theDebtor shall not pledge, mortgnge or creale,
ary person in or claim by any person 1o the Collateral, of uny sceurity

in the Collateral in favor of any persan, other than the Seeured Party,
this Agreement and the Related Documents:

or suffer 1o exist any right of
interest, Jien or encumbrance
except for liens permitted by

_ () the Debtor will keep the Collateral in good order and repair and will not use
‘the same in violation of law or any policy of insurance thereon;

(B the Debtor will permit the Secured Party, or its designee, to inspect the
Collateral at any reasonable time, wherever located:

(8)  theDebtor will pay promptly when due 21l taxes, nssessments, goveramental
charges and levics upon the Collateral or incurred in connection with the use or operation of such
Collateral or ineurred in connection with this Security Apteement; )

(h)  the Debtor will continue to operate its business in compliance with ol]
applicable provisions of federn), state, and Jocal statuies and ordinances; and

6)) the Debtor will not sell or otherwise dispose of, or offer to sell or otherwise

dispose of the Collateral or any interest therein except for sales of inventory in the ordinary course
of business; and
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11.  Debtor’s Representations and Warranties. Debtor, as grantor, represents and warrants
as follows: - .

(@)  this Agrecment is not executed at the request of Secured Party;

(®)  bysigning below, each Debtor has the full £
into this Agreement and to pledge the Collateral to Secured P
Collateral in accordance with the terms and conditions of this A
other agreement or instrument entered into b
respeet to the Collateral;

ght, power and authority 1o enter
arty and Dcbtor’s pledge of the
greement is not in violation of any
¥ Debtor with any other person or third party with

(¢) Debtor has established ade
information about Debtor’s fnancial condition and
Secured Party upon receipt of a written request of th

fquale means of obtaining ond maintaining
Debtor agrees 1o provide such information to
¢ information from Secured Party; and

. (@  Secured Party makes no represeniation  about Debtor or Debtor's
creditworthiness Lo any other Debtor who is a party to this Agrecment,

12, Insurance.

12.1 Maintcnance of Insurance. The Debtor will maintain with financinlly sound and
teputable insurers insurance with respeet to its properties and business against such casualties and
contingencies as shall be in accordance with genern] practices of businesses engaged in similar
activities in similar geographic arcas. Such insurance may be maintained through a combination of
self-insurince and other insurers as described above. Such insurance shall be in such minimum
amounts thatthe Debtor will notbe deemed a co-insurer under spplicable insurance laws, regulations
and palicies and otherwise shall be in such amounts, contain such terms, be in such forms and be for
such periods as may be reasonably satisfactory 10 the Secured Party. In addition, all such insurance
shall be paynble (o the Sceured Party as loss payee. Without limiting the foregoing, the Debtor will

(@  keep all of its physical property insured with casualty or physical hazard
insurance on an “all risks” basis, with broad form food coverage and clectronic data processing
coverage, with a full replacement cost endorsement and an “agreed amount” ¢lause in an amount
cqual to 1009 of the full replacement cost of such property;

()  maintain all such workers' compensation or similar insurance as may be
required by law; and

(¢)  maintin, inamounts and with deductibles cqual to those generally maintained
by businesses engaged in similar activities in similar geopraphic areas, geners] public liability
insurance ageinst claims of bodily injury, death or property damage ocenrring, on, in or about the
properties of the Debtor: business interruption insurance: and product liability insurance,

8
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122 Insurance Proceeds. The proceeds of any casualty insurance in respect of any
casualty loss of any of the Collateral shall, subject to the rights, if any, of other parties with an
interest baving priority in the property covered theraby,

(@  solongas no Default or Event of Default has occurred and is continuing and
to the extent that the smount of such proceeds is less than $1,000,000, be disbursed to the Debtor

for direct application by the Debtor solely to the repair or replacement of the Debtor's property so
damaged or destroyed; and

(b}  inall other circumstances, be held by the Secured Party as cash collateral for
the Obligations. :

The Sccured Party may, at jts sole option, disburse from time to time all or any part
of such proceeds 50 held as cash collateral, upon such terms and conditions as the Secured Party may
reasonably preseribe, for direct application by the Debtor selely to the repair or replacement of the
Debtor's property so dumaged or destroyed, or the Secured Party may apply all or any part of such

proceeds to the Obligations, with the Comrmitment (if not then terminated) being reduced by the
amount so applied to the Obligations.

123  Continnation of Insurance. All policies of insurance shall provide for atleast thirty
(30) days prior writlen cancellation notice to the Sccured Party. Inthe event of failure by the Debtor
1o pravide and maintain insuranee as herein provided, the Securcd Party may, at jts option, provide
Such insurance and charge the amount thereof to the Debtor. ‘The Debtor shall furnish the Secured

Purty with certificates of insurance and policies evidencing compliance with the foregoing insurance
provision,

13.  Collateral Protection Expenses; Preservation of Collateral.

13.1 Expenses Incurred by Sccured Party, In the Secured Parly's discreiion, if the

Debtor fails to do so, the Secured Party may discharge taxcs and other encumbrances at any time

levied or placed on any of the Collateral, maintain any of the Collateral, make vepairs thereto and pay
any necessary filing fees or insurance

premiumsg, The Debtor agrees to reimburse the Secured Party
on demand for all expenditures so made. The Secured Party shall bave no obligation to the Debtor
to make any such expenditures, nor shall the making thereof be construed as the waiver or cure of
any Default or Event of Defanls, '

132 Sccured Party's Obligations and Duties. An
notwithstanding, the Debtor shall remain oblj

comprised inthe Collateral tobe observed orp
shall niot have any obligation or liability under
out of this Agreement or the receipt by the
Collateral, nor shall the Secured Party be obli
of the Debtor under or pursuant to any such ¢

ything herein to the contrary
guted and Hable under each contract or agreement

erformed by the Debtor theretnder. The Secured Party
any such contract or agreement by reason of or arisin B
Secured Party of any payment relating to any of the
gated in any manner to perform any of the abligations
ontract or agreement, to make inquiry as to the nature

9
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or sufficiency of any payment received by the Secured Party in respect of the Collateral or s to the
sufficiency of tny performance by any p

arty under any such contract or agrecment, to present or file
any claim, to take any action to enforce any performance or to collect the payment of any amounts
which may have been assigned to the Secured Party or to which the Secured Party may be entitled
at any time or times. The Secured Pary's sole duty with respect to the custody, safe kesping and
physical preservation of the Collat

eral in its posscssion, under Section 9-207 of the Uniform_
Commercial Code of the State or otherwise, shall be to deal with such Collateral in the same manner
a8 the Secured Party deals with similar property for its own account.

14.  Notification to Account Debtors and Other Persons Obligated on Collateral. If an Event
of Default shall have occurred and be continuing, the Debtor shall, at the request and option of the
Secured Party, notify account debtors and other persons obligated on any of the Collateral of the
security interest of the Secured Party in any account, chattel paper, general intangible, instriment
or other Collateral and that payment thereof is to be mads directly to the Secured Party or to any

financial instimation designated by the Secured Party 18 the Secured Party's agent therefor, and the
Secured Party muy itself, if a Default or an Event of Default sha

I have oceurred and be continuing,
without notice 1o or demand upon the Debtor, so notify aceount debtors and other persons obligated

on Collateral, After the making of such a request or the giving of any such notification, the Debtor
shallhold any praceeds of collcetion of aecounts, chattel paper, general intanpibles, instruments, and
other Collateral received by the Debtor as trustee for the Secured Party without commingling the
same with other funds of the Debtor and shall turn the same over to the Seeured Party in the identienl
form received, together with any necessary endorsements or assignments, The Seetred Party shall
apply the proceeds of collection of accounts, chatel papet, general intangibles, instuments, and
' other Collatera] received by the Seeured Party to the Obligations, such proceeds to be immediately

credited after final payment in cash or other immediately available funds of the jtems giving tise to
them.

15.  Power of Attorney.

151 Appointment and Powers of Secured Party.
constitutes and appoints the Sceured Party and any officer or a
substitution, as its true and lawfid attorncys~in-fact with full irrev
place and stead of the Debtor or in the Seeyred Party's own name,
terms of this Agreement, to take any and all uppropriate action and to exccule any and all documenty
and instruments that may be necessary or useful to accomplish the purposes of this Agreement and,

without limiting the gencrality of the foregoing, hereby gives suid attomeys the power and ripht, on
behalf of the Debtor, without notice to or assent by the Debtor, to do the following:

The Debtor hereby imrevocably
gent thereof, with full power of
ocable power and authority in the
for the purpose of carrying out the

(@)  upon the occurrence and during the continuance of a Default or an Event of
Default, generally to sell, transfer, pledge, make any agreement with respect to or otherwise dispose

of or deal with any of the Collatera! in such manner as is cansistent with the Uniform Commercial
Code of the State and as fully and completely as though the Secured Party were the absolute owner
thereof for all purposes. and to do,

at the Debtor's expense, at any time, or from time to time, all acts
and things which the Secured Party deems necessary or useful to protect, preserve or reulize upon

10
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the Collateral and the Secured Party's security interest therein, in order to cffect the intent of this
Agreement, all at least as fully and effectively as the Debtor wiight do, including, without limitation,

(D thefilingand prosceuting of registration and transter applications with
the appropriate federal, state, local or other apencies or authorities with respect to tradernarks,
copyrights and patentable inventions and processes,

() upon writien notice to the IDébtor, the exercise of voling rights with
respeet to voling securitics, which rights may be exercised, if the Secured Party so elects, with a view
to causing the liguidation of assets of the issuer of any such securities, and

(i)  the exceution, delivery and recording,
other disposition of any Collateral, of the endorsements,

conveyance or transfer with respect to such Collaternl: and

in connection with any sale or
assignments or other instruments of

()  totheextentthat the Debior's authorization givenin Section 3 isnot sufficient,
to file such financing staternents with respect hereto, with or without the Debtor's signature, or o
photocopy of this Agreement in substitution for a financing statement, as the Secured Party may
dcem appropriate and to execute in the Debtor's name such financing statements and amendments
thereto and continuation statements which may require the Debtor's signature.

152 Ratification by Debtor. To the cxtent
all that said attorneys shall lawfully do or cause to be d
is a power coupled with an interest and is irevocable.

permitred by law, the Debtor hereby ratifics
one by virtue hereof. This power of attorney

153 NoDuty on Sccured Party. The powers conferred on the Secared Party hereunder
are solely 1o proteet ils interests in the Collatern] and shall not impose any duty upon it to exercise
any such powers, The Secured Party shall be accountable only for the amounts that it actally
reccives a8 a result of the exereise of such powers, and neither it nor any of its officers, dircctors,
cmployess or agents shall be responsible to the Debtor for any act or fajlure 1o act, except for the
Secured Party's own gross negligence or willful misconduct.

16.  Rights and Remcdies. If an Event of Default shall have oceurred and be continuing, the
Secured Party, without an

y other notice to or demand upon the Debtor have in any jurisdiction in
which enforcement hereof is sought, in addition to all other vights and remedies, the rights and
remedies of a secured party under the Uniform Commetcial Code of the Stale and any additionn]
rights and remedics that may be provided to a seeured party in any jurisdiction in which Collateral
is located, including, without limitation, the right to tuke possession of the Collateral, and for that
purpose the Sceured Party may, so far as the Debtor can give authority therefor, cnfer upon any
premises on which the Collateral may be situated and remove the same therefrom. The Secured Party
may in its discretion require the Debtor to assemble all or any part of the Collateral at such locatjion
ar Jocations within the jurisdiction(s) of the Debtor's principal office(s) or at such other Jocations as
the Sceured Party may veasonably designate, Unless the Collateral is perishable or threatens to
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decline speedily in value or is of a type customarily sold on a recognized market, the Secured Parly
shall give to the Debtor at least fiv

¢ Business Days prior written notice of the time and place of any
public sale of Collateral or of the time after which any private sale or any other intended disposition .
is 1o be made. The Debtor hereby ncknowled ges that five Business Days prior written notice of such
sale or sales shall be reasonable notice, In addition, the Debtor waives any and all rights that it may
have 1o a judicial hearing in advance of the enforcement of any of the Securcd. Party's rights and
remedies hereunder, including, without limitation, its right following an Eveni of Default to take
immediate possession of the Collateral and to exercise its rights and remedies with respect thereto,

17.  Standardsfor Exercising Rights and Remedics. T the extent that applicablelaw imposes
duties on the Sceured Party to exercise remedies in a commercially rensonable manner, the Debtor
acknowledges and agrees that it is not commercially unreasonable for the Secured Party

(@)  tofailto incur expenses rensanably decmed significant by the Secured Party
to prepare Collateral for disposition or otherwisc to fail to complete raw material or work in process
into finished goods or other finished products for disposition,

(b)  tofail to obtain third party consents For aceess to Collateral to be disposed of,

or to obtain or, if not required by other law, to fail to obiuin governmental or third party consents for

the collection or disposition of Collateral to be collected or disposed of,

(©  tofailtoexercise collection remedics against account debtors orother persons

obliguted on Colluteral or to fail to remove liens or encumbramees on or any adverse claims against
Collateral,

(d) 1o exercise collection remedics against account debtors
abligated on Collateral direct

specialists,

and other persons
y or through the use of collection agencies and ofher collection

(e)  toadvertisedispositions of Collateral through publications or media of general
circulation, whether or not the Collateral is of a specialized nature,

H 1o contact other persons, whether or ot in the same business as the Debtor,
[or expressions of interest in acquiring all or any portion of the Collateral,

(8)  to hirc one or more professional auctioneers to assist in the disposition of
Collateral, whether or not the collateral is of a specialized nature,

, (M todispose of Collateral by utilizing Internet sites that provide for the auction
of assets of the types included in the Collateral or that have the reasonable capability of doing so,
or that match buyers and sellers of assets,

@ to dispose of assets in wholesale rather than ratail markets,
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G to disclaim disposition warrantics,

(k)  to purchase insurance or credit enthancements to insure the Secured Party

against risks of loss, collection or disposition of. Collateral or to provide 10 the Secured Party o
guaranieed retum from the collection of disposition of Collateral, or

() totheextent deemed appropriate by the Secured Pm'ty; 10 obtain the services
of other brokers, investment bankers, consultants and oth

er professionals to assist the Secured Party
in the collection or disposition of any of the Collateral.

The Debtor acknowledges that the purpose of this Section 16 is to provide non-exhausiive
indications of what actions or omissions by the Secured Party would fulfil] the Sceured Party's duties
under the Uniform Commercial Code or other law of the State or any other relevant jurisdiction in
the Secured Party's exercise of remedies against the Collateral and that other getions or omissions
by the Secured Party shall not be deemed to fail to fulfill such duties solely on account of not being
indicated in this Section 16, Without limitation upon the foregoing, nothing contained in this Section

16 shall be construed to grant any rights to the Debtor or to impose any duties on the Secured Party

that would not have been granted or imposed by this Agreement or by applicable law in the absence
of this Section 16.

18.  No Waiver by Secured Party. The Secured Party
of its rights or remedies in respect of the Obligations
in writing and signed by the Sccured Party, No dél
in exercising any right or remedy shall operate as o
or remedy. A waiver on any one occasion shal
or remedy on any futive occasion, All rights an

Obligations or the Collateral, whether cvidenced hereby or by any other instrument or papers, shall
be eumulative and may be exercised singul arly, alternatively, suceessively or concurrently at such

time or at such times as the Securcd Party deems expedient.

shall not be deemed 1o have waived any
or the Collateral unless such waiver shall be
ay or omission on the part of the Secured Party
waiver of such right or remedy or any other right
not be construcd as o bar to or waiver of any right
d remedies of the Secured Party with respect to the

19.  Surctyship Waivers by Dcbtor. The Debtor waives demund, notice, protest, notice of
receptance of this Agreement, notice of loans made, credit extended, Collateral received or delivered
or other action taken in reliance hercon and all other demands and notices of any deseription. With
respect o both the Obligations and the Collateral, the Debtor assents to any extension or
postponement of the tme of payment or any other indulgence, to any substitution,
release of or Fuilure to perfect any security interest in any Collate
party or person primarily or secondarily liable, to the acceptan
sctilement, compromising or adjusting of any thereof, all in s
as the Secured Party may deem ndvisable. The Secured Party shall have no duty as to the collection
or pratection of the Collateral or any income therefrom, the preservation of rights agginst prior

pariies, or the preservation of any rights pertaining thereto beyond the safe custody thereof as set
forth in Section 11,2, The Debtor further waives any and all other suretyship defenses,

exchangs or
ral, to the addition or relcase of any

ce of partial payment thercon and the
tich manner and at such time or times
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20.  Marshalling. The Secured Party shall not be required to marshal any present or future
collateral sceurity (including but not limited to the Collateral) for, or other nssurances of payment
of, the Obligations or any of them or to resort to such collateral-security or other assurancey of
payment in any particular order, and all of its rights and remedies hereunder and in respect of such
collateral security and other assurances of payment shall be cumulative and in addition to all other
rights and vemedies, however existing or arising. To the extent that it lawfully may, the Debror
hereby agvecs that it will not invoke any law relating to the marshalling of collateral that mi ght cause
delay in or impede the enforcement of the Secured Party's vi ghts and remedics under this Agreement

or under any other instrument creating or evidencing any of the Obligations or under which any of
the Obligations is outstanding or by which any of the Obligations is secured or payment thereof is

otherwise assured, and, to the extent that it lawfully may, the Debtor hercby irrevocably waives the
benefits of all such laws.

21.  Proceeds of Dispositions; Expenses. The Debtor shall
any and all expenses, including reasonable attorneys' fees and disbursements, incurred orpaid by the
Secured Party in protecting, preserving or enforcing the Secured Party's rights and remedies under
or in respect of any of the Obligations or any of the Collateral. After deducting all of snid expenses,
the residue of any proceeds of collection o sale or other disposition of the Collaters! shall, to the

~extent actually reeeived in cash, be applicd to the payment of the Obligations in such order or
preference as the Secured Party may determine or in such order or preference as is provided in the
Loan Agreement, proper allowance and provision being made for uny Obligations not then due,
Upon the final payment and satisfaction in full of all of the Ohlj gotions and after making any
payments required by Sections 9-608(a)(1)(C) or 9-615(a)(3) of the Uniform Commercial Code of
the State, any excess shall be returned to the Debtor. I the absence of final payment and satisfaction
in full of all of the Obligations, the Debtor shall remain liable for any deficiency.

22.  Overdue Amounts. Until paid, all amounts due and payahle by the Debtor hersunder shall
be u debt secured by the Collateral and shall bear, whether before or after Jjudgment, interest at the
rale of interesl for overdue principal set forth in the Note.

pay to the Secured Party on demand

23.  Governing Law; Consent to Jurisdiction. This Agreement shall be governed by, and
consirued in accordance with, the laws of the State of Arizona. The Debtor agress that any action
or claim arising out of, or any dispute in connection with, this Agreemeat, any rights, remedies,
obligations, or duties hereunder, or the performance or enforcement hereof or thereof, may be
brought in the courts of the State or any federn] court sitting therein and consents to the
non-cxclusive jurisdiction of such court and to service of process in any such suit being made upon
the Deblor ry mail at the address specified in the Loan Agreement. The Debtor hereby waives any

objection that it may now or herealter have 1o the vanue of any such suit or any such court or that
such suit is brought in an inconvenient court.

24.  Waiver of Jury Trial. The Debtor waives its right 1o a jury trial with Tespect to any sction
or claim arising out of any dispute in conncction with this Agrecment, any rights, remedies,
obligations, or duties hereunder, or the performance or enforcement hereof or thereof, Except as
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prohibited by law, the Debtor waives any right that it may have to claim or recover in any litigation
referred to in the preceding sentence any special, exemplary, punitive or consequential damoges or
any damages other than, or in addition to, actual dumages. The Debtor

(@)  centifies that neither the Secured P
attorney of the Secured Party has
not, in the event of litigation,
Agreement, and ’

AIty nor any representative, agent or
represented, expressly or otherwise, that the Seeured Party would,
seck to enforce the foregoing waivers or other waivers contained in this

()  acknowledges that, in entering into the Loan Agreement and (he other Loan

Documents to which the Secured Party is a party, the Secured Party is relying upon, among other
things, the waivers and certifications contained in this Section 24, '

25.  Jointand Several Liability. All Obligations of each Debtor under the Note, this A Brecment
and Related Documents shall be joint and scveral, and all referenced to Debtor shall mean each and

every Debtor, This means that each Debtor signing below is responsible for all Obligations
contained in this Agreement.

26.  Miscellancous. The headings of cach section of this Agreement are for convenience only
and shall not define or imit the provisions thereof. This Agreement and alt rights and obligations
hereunder shall be binding upon the Debtor and its respective syceessors and assigns, and shal) inure
lo the benefit of the Secured Party and its Successors and assipns, If any term of this Agreement shall
be held to be invalid, illegal or unenforceable, the validity of all ether terms hereof shall in no way
be affected thereby, and this Agreement shall be construed and be enforceable as if such invalid,
illegal or unenforceable term had not been included herein, The Debtor ncknowledges reesipt of o
copy of this Agreement, This Agreement, together with any Related Documents, constitutes the
entire 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 in writing and signed
by the party sought to be charged or bound by the alleration or amendment.

IN WITNESS WHEREOF, intending to be legally bound, the Debtor has caused this

Agreement to be duly executed as of (he date first above writien,
¥, Individually /

Michael R. Farlcy, Individually /7 Sally L. Farle
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(o) L

Carl V. Venters, I, Individually

DRM Technologies, L.L.C. DRM Management, L.L.C.
By By: i 4
By: : By:.
Its: Its:
Digital Containers, Inc, Farley & Associates, Inc.
Dbl K %d, Bl n 2

y: By:
Its: It.z:. : /

@Q@ L\ w //R

By: By:
Its: Its:
Accepted:
co CE BANK OF ARIZONA

p——)
By Fred Da yﬁn
215944
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EXHIBIT A

All Debtors® ceonomic right, title, and interest in and to all distributions and proceeds it is
eligible to receive as a partner of CA Associates Limited Partnership, an Arizona Limited
Partmership; SUBIECT TO an assignment of interest in favor of Horseshoe Management

Company dated May 15, 2001, recorded at File No. 01175398 in the offices of the Arizona
Secretury of Stale:

All Debtars® economic right, title, and interest in and to 4l proceeds of that Life insurance policy

issued on life of Michae] R, Farley by Northwestern Muton) Life Insurance, Policy Number
16523635;

All Debtors® beneficial interest in that Multiple Advance Promissory Note dated March 28, 2003,
in the amount of $75,000.00 made by Bugene 13. Phillips IT;

All Debtors’ beneficial interest in that Mult ple Advance Promissory Note dated March 28, 2003,
in the ameunt of $200,000.00, made by Carl V. Venters 1L .

All Debtors' economic right, title, and interest in and to all distributions and proceeds they are
cligible toreccive, either individunlly or comm unally, a5 50% owner of DRM Management, LL.C.,
and all general jntangibles, including but not limited 1o all right, title, and intercst in DRM
Technologies, L.L.C., an Arizona limited Hability company, and Digital Containers, Ine., aDelawars
corporntion, whether any of the forepoing is owned now or acquired later; all accessions, additions,
replacements, and substitutions relating to any of the foregoing; all records of any kind relating to

any of the foregoing; all proceeds relating to any of the foregoing (including ingurance, general
intangibles, and accounts procesds); '

All Debtors” econamic right, title, and interest in and to all general intangibles, distributions, and
proceeds, they are oligible to.receive, either individually or communally, as owners of Farley &
Associates, Ine., an Arizona corporation, whether any of the foregoing is owned now or acquired
later; all accessions, additions, replacements, and subskitutions reluting to any of the forepoing; all

vecords of any kind relating to any of the foregoing; all proceeds relating to any of the foregoing
(including insurance, general intangibles, and accounts proceeds):

All Debtors’ cconomic right, title, and interest in and to the following Arizona partnerships,
SUBIECT TO an assignment of interest in favor of Horseshos Management Company dated May
13, 2001, recorded at File No., 01175398 in the offices of the Arizona Secrctary of State;

15.04% interest in Pima Investment Limited

17.60% in Xolb Road Development LP through ownership by Arapaho Investment

Limited (17.374%); Havasupai Investment Limited (21.317%); Shoshani Investment
Limited (13.399%); and Zuni Tnvestment Limited (11.861%)
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3.78% GP interest, .625 Special LP Interest, and 3,145 LP intercst in Arapaho
Investment Limited

3.77% GP interest, .625 Special LP Interest, and 7.52% LP interest in Havasupai
Invesiment Limited

3.79% GP interest, .625 Special LP Interest, and 6,29 LP interest in' Shoshoni
Iovestmeat Limited Partncrship

3.77% GP intercst, .625 Special LP Interest, and 7.08% LP interest in Zuni
Investment Limited »

4.16% GP interest and .42 Special LP Interest in Alponquin Investment Limited

All Debtor’s right, title, and inferest in and to the patents trademarks, trade names, soflware, and
technology relating to the following (the "Technology™: (2) a general purposc digital rights
management software suite known as "VIA EXPRESS" which includes components known as
"VIAexpress envelope,” "TalkBack lectmolopgy" and the "VIApublishing tool," which soflware,
among other things, purportedly cnables copyright protection, distribution, usage ofund payrrient for
digital content such as text, music or images via the Internet; (b) TulkBack Telesales Internet
solutions; (c) sofiware known as the "Automatic Commerce Management System" databass
manapement tool; (d) "QuickClhick! banner ad tectmology; (¢) all servers and related host Bystems
pertuining to the technology described hercin; () all technology that is cavered by, related to or
comnected with the Patent Applicotions deseribed below; (g) all of the source code related to the
loregoing; (). any other technology thet has been developed by either M2Direct or DRM
Technolopies, LLC, at any time, as well as anyrights that M2Direct or DRM Technologies, LLC has
inandtoany technology described herein, including anyriphis that M2Direct or DRM Technologies,
LLChas in and to any technology developed by any employes during his or her employment by any
of the Companies (defined below), including without limitation any shop rights; and (i) any other

software or other technology, data, proprietary information mmd records, i any form, related to,
comnected with or derived from the foregoing: ‘

Together with all right title and intercstof DRM Technologies, LLC in and to the
following patent and patent applications:

.S, Patent
Patent No. Issne Date Title
6,389,541 5114/02 Regulating Access to Digital Content
(09/079,5435)
.S, Pﬂf;cnt Applications
Serial No. - Filing Date ' Title :
09/199,150 11/24/98 Vinexpress Tracking Electronic Contem
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05/231,714 01/15/99
10/110,718 4/11/02

Get-It-Via Delivering Electronic Content
Controlling Access to Electronic Content

Forcign Patent Abplications

Serial No. F’i]ing. Date
CA2,332.447 05/14/99
EPYD925632.4 05/14/99

PCT/US99/10686  05/14/99
PCT/US00/41167  10/13/00
EP00581032.6 10/13/00

Title
Crnada~Regulating Access fo Digital Content
Europe-Regulating Access to Digital Content
Regulating Access to Digital Content
Controlling Access to Eleetronic Content
Controlling Access to Electronic Content

Topgether with all right, title und interest of Seller in and to all trademarks, including

but not limited to:

US Reg, 2,085,643
US Reg. 2,102,995
US Reg. 2,102,877
US Reg, 2,381,682

“Deskvanlt™ fHled 08/05/97;

“PC Deskegate” filed 10/07/97;

“PC Gate” filed 10/7/97;

“Universe] Envelope” filed 08/29/00;

US Appl. 75/794,143 “Talkbuck Envelope™ filed 09/09/99;
US Appl. 75/794,144 “Talkback Tunes” filed 09/09/99

and copyrights, trade names, servicem
inventions (whether patented or p

arks, trade sccrets, ﬁatcuts, patent applications,
atentable or not) and technical information,

procedures, designs, software, data, models, drawings, registrations, computer
programs and goodwill related to any of the above-described property; and

Together with all right, title and interest of M2Direct or DRM Technologies, LLCin
and to any other equipment, inventory, general intangible or dosument relited to the
above-deseribed property, including any books and records and customer lists,

The "Companies” shall mean M2Direct,

Inc., a Georgin corporation, and jts

subsidiaries DeskGate Technologies, Inc., 2 Delaware corporation, Contro] Group,
Ltd., a Georpiacorporation, Aberdeen Marketing Group, Inc., 2 Georgia corporation,
Genesis Direet, Inc., a Georgla corporution, and UST, Inc., a Georgia corporation,

All patents end patent applications, demestic or forcign, all licenses relating to any
ofthe foregoing and all income and royalties with respect to any licenses (including
such patents and patent applications as deseribed in Schedule A), el Tights to sue for
past, prescnt or future infringsment thereof, all f ghis arising therefrom and
pertaining thereto snd all reissues, divisions, continuations, renewals, extensions and

continvations-in-part thercol:
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(i) all peneral intangibles and all intangible intellectual or other similar propetty of
Debtor of any kind or nature, associated with or arising out of any of the
aforementioned properties and assets and not otherwise described above:

(ill) all proceeds of any and all of the foregoing Collateral (including license
royalties, rights to payment, accounts and proceeds of inFingement suits) and, to the
sxtent not otherwise included, all payments under insurance (whether or not Secured
Party is the loss payee thereof) or any indemnity, warranty or guaranty payable by
reason of loss or damage to or otherwise witls respest to the foregoing Collateral,

All Debtors® economic right, title, and interest in and to all distributions and

procseds it is eligible
to receive as the Manager and 20% owner of DRM Technolopies, L.1L.C.:

AllDebtors® economic ri

ght, title, and interest in and to 2,000,000 shares oftreasury stock of Digital
Containers, Inc.;

All Debtors® right title and intarest in and to that real property located at 2033 N. Calls Ladera,
Tucson, Arizona 85715, and more particularly described as

Lot 10 of SUNSET NOR'I'H, Pima Co unty, Arizona, according to the plat of record
in the Office of the Pima County Recorder in Book 28 of Maps, Page 14.

EXCEPT that portion eonveyed to David D, Cohn and Elizabeth C. Cohn, husband
and wile, by Warranty Deed récorded In Docket 895 6, Page 1964,

FURTHER EXCEPT that portion conveyed to Devid D. Comn and Elizabeth C,
Cobm, husband and wife, by Deed recorded In Docket 9528, Page 2016 and further

described In Deed racorded T Docket 3547, Page 1569 and re-recorded In Docket
96353, Page 337,

F’URTI-IER EXCEPT (hat portion convcyéd to Daniel L Swango and Melissa J,
Swango, described 25 follows: ’

All of that part, of Lot 10 of SUNSET NORTH, Pima County, Arizonn, according to

the plat of record In the Office of the Pima County Recorder In Book 28 ofMaps, Page
14, more particularly deseribed a8 follows:

BEGINNING st the Northeasternmost comer of Lat 10 according to said Plat;

THENCE South 89 degrees 32 minutes 20 seconds West, along the Northerly line of
said Lot 10, a distance of 25.83 feet;

THENCE Sonth 6 dcgrc&s 41 minutes 02 sceonds West, a distance of 74.92 feet;
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THENCE South 17 degrees 08 minutes 22 seconds West, a distance 0f42,52 fest;

THENCE South 13 degrees 50 minates 52 seconds West, a distance of 8,11 feets
THENCE South 11 degrees 32 minutes 05 seconds West,  distance 0f 9,50 feet;
THENCE South 17 degrees 02 minutes 38 scconds West, a distance of 5.73 feet;
TEHENCE South 23 degrees 23 minutes 24 seconds West, u distance of 5.89 feet:
THENCE South 28 degrees 18 minutes 28 seconds West, a distance of 5,59 feet:

THENCE South 37 degrees 24 minutes 19 seconds West, a distance of 2,57 fect;

THENCE South 38 deprees 58 minutes 46 scco

nds Wcst, a distance of 3.64 feet to
the Southerly line of said Lot 10; :

THENCE South 38 degrees 17 minutes 48 seconds East, nlong said Southerly line,
a distance of 3,70 feet to the Southernmost corner of said Lot 10;

THENCE North 20 degrees 45 minutes 50 scconds Enst, a distance of 166.85 faet to
the Northeasternmost corner of said Lot 10 and the TRUE POINT OF BEGINNING,

pursuant to a Security Agresment dated , 2004, and a Deed of Trust of even date;
SUBTECT TO that Deed of Trust recorded at Docket 11867 Page 5675 in the offices of the Pima
County Recorder, with subscquent assignments recorded at Docket 11867 Page 5695 and Docket
12017 Page 1383, and Docket 12397 Page 3890 in the offces of the Pima County Recorder; and
SUBJECT TO that Deed of Trust recorded at Docket 11868 Page 3860 in the offices of the Pima
County Recorder; and SUBJECT 10 existing taxes, assessments, liens, encumbrances, covenants,
conditions, restrictions, right of way, and casements of record,
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