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SECURITY AGREEMENT

This Security Agreement {as amended, modified or otherwise supplomented from time to
time, this "Security Apreement”™). dated as of Aprill 6, 2011, iz executed by Trax Holdings,
Incorporated, an Arizona corporation (together with its sucosssors and assigns, the "Company™),

RECITALS

A Company and Lender have sptered into a Secured Note Purchase Agroement,
dated as of the date hereof (the "Purchase Apreoment™), pursuant to which the Company has
issued a secured convertible promissory note (as amended, modified or otherwise supplementad
from time © time, (the "Note"} in an aggregate principal smount of up $3,200,000. in faver of
Lender.

B. In order to induce Lender to extend the credit evidenced by the MNote, Company
has agreed 1o enler into this Security Agreement and to grant Lender, the security intersst in the
Collatersl describad below,

AGREEMEMNT

MOW, THEREFORE. in consideration of the shove reciials and for other good and
valuable consideration, the roveipt and adequacy of which are hereby acknowledged, Company
hereby agress with Lender as follows:

i Befinitions and Interpretation.  When used in this Security Agresment, the
following terms have the following respective meanings:

"Collateral” has the meaning piven to that ferm in Section 2 horeof.

"Qbligations” means sll loans, advances, debis, labilities and obligations,
howsoever grising, owed by Company to Lendor of every kind and desoription {whether or not
evidenced by any note or jnstrument and whether or not for the payment of money), now existing
or hereafter arising vnder or pursusnt to the terms of the Note and the other Transaction
Documents, including, all interest, fees, charges, cxpenses, attomeys’ fees and costs and
acoountants’ tees and costs chargeable to and payable by Company hereunder and thereunder, in
each case, whether direct or indivect, absolate or contingent, dus or o become doe, and whether
or not arising after the commencement of & procesding vnder Title 11 of the United Siates Code
(11 LLE.C. Section 101 g seq.}, as amended from time fo time {including post-petition interest)
andd whether or not allowed or allowable g5 & claim in any such procesding,

“Permitied Liens” means {a) Liens for taxes and other government charges not yet
delinguent or Liens for taxes being contested in good faith and by appropriate proceedings for
which adequate reserves have besn cstablished: (b} Liens in respect of property or assets
mnposed by law which were incurred in the ordinary course of buginess, such as carriers’,
warehonsemen's, materialmen's and mechanics’ Lions and other similar Lisns arising in the
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ordinary course of business which are not delinguent o remain payable without penalty or which
are being contested in good faith and by appropriate proceedings; (e} Liens incurred or deposits
made in the ordinary course of business in commection with workers' compensation,
eneroployment insurance and other types of social security, and landlord’s Licns, mechanic's
Liens, carrier's Liens and other Liens to secure lease obligations, the performance of tenders,
statutory obligations, contract bids, government contyacts, performance and returs of money
bonds and other similar obligations, incurred in the ordinary course of business, whether
pursuant to statutory requirements, common law or consensual arrangements; {d) Liens in favor
of the Lander; () any Liens existing on the date of this Security Agreement, including without
himitation, the Lien held by Partners for Growth 1, L.P. {"FFG"); (f) Liens () upon or in any
equipment scquired or held by the Company to secure the purchase price of such equipment or
ndebledness incurred solely for the pwrpose of financing the acquisition of such equipment or
{11} existing on such equipment at the time of its acquisition, provided that the Lien is confined
solely to the equipment 5o acquired, improvements thereon and the procesds of such equipment;
(g} any non-exclusive {or exclusive, if such exclusivity is limited solely to certain goopraphic
territories) right, title or interest of a Heensor under a license granted in the ordinary course of the
Company's business; and (h) casements, reservations, rights-of-way, restrictions, minor defects
or seregularities in title and other similar Liens affecting real property not interfering in any
material respect with the ordinary conduct of the business of the Company.

"UCCT means the Uniform Commercial Code as in effect in the State of Arizona
from time o time.

All capitalized terms not otherwise defined herein shall have the respactive meanings
given in the Note or, if not defined in the Note, as defined in the UCC.

2, Grant of Security Interest. As ssonrity for the Obligations, Company hereby
pledges to Lender a security interest of second priority {second only to the Liens heid by PFG) in
all right, title and interests of Company in and to the property described in Attachment 1 hereio,
whether now existing or hereafler from Himes to time scquired {collectively, the "Collateral™.
subject to that certain Subordination Agrecment of even date herewith by amd between the
Company, Lender and PFG {the "Subordination Agreement™.

3 General Representations and Warmanties. Company represents and warrants to
Lender that {g) Company is the owner of the Collateral {or, in the case of after-acquired
Collateral, at the time Company acquires rights in the Collateral, will be the owner thereof} and
that no other Person hes {or, in the case of after-acquired Collateral, at the time Company
acquires rights therein, will have) any right, title, claim or interest (by way of Lien or otherwise)
i, against or o the Collateral, other than Permiited Liens; (b)upon the filing of UCC.}
financing statements in the appropriate filing offices, Lender has {or in the case of after-acquired
Collateral, at the time Company acguires rights therein, will have) a perfected security interest in
the Collateral to the extent that a security inferest in the Collateral can be perfected by such
filing, except for Permitted Liens: (¢} all Inventory has been for, in the case of hereafter
produced Inventory, will he} produced in compliance with spplicable laws, including the Fair
Labor Stendards Act; (d} all accounts receivable and payment intangibles arc genuine and
enforceable againgt the party obligated to pay the same; (g} the originals of all documents
evidencing all accounts receivable and payment intangibles of Company and the only original
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books of account and records of Company relating thereto are, and will continue o be, kept at
the chief executive office of Company or st such other locations as Company may cstablish in
acoprdance with Section ${d); snd {§) all information set forth o Schedule A herolo is true and
corract,

4, Kepresenigtions and Warranties reparding Intellectual FPropertyv.  Company
represents and warranis to Lender that: (a) Company does not own any patenis, trademarks,
copyrights or mask works registersd in, or the subject of pending applications in, the United
States Patent and Trademark Office or the United States Copyright Office or any similar offices
or agencies in any other country or any political subdivision thereot, other than those described
on gehedule A hereto; (b} Company has, except for Pemnitted Licns, the sole, full and
unengumbered vight, title and interest in and to the trademarks shown on Schedule A and the
goods and services covered by the registrations thereof and, o the extent registered, such
registrations are valid and endorceable and in full force and effect; () Company has, except for
Permitted Liens, the sole, full and unencuwbersd vight, title and interest in and to sach of the
patents shown on Schedule & and the vegistrations thereof are valid and enforceable and in full
force and effect; and () Company has, oxcept for Permitied Liens, the sole, full and
unencumbered right, title and interest in and to sach of the registered copyrights shown on
Schedule A and according to the records of the United States Copyright Office, pach of said
copyrights is valid and enforcesble and in full force and effect,

5. Covenanis Relating to Collateral. Company hereby agrees {a} to perform all acts
that may be necessary o maintain, preserve, protect and perfoct the Collateral, the Lien granted
Lender herein and the perfection and priority of such Lien, except for Permitted Liens: {b) not to
use or permit any Collaleral to be used (1} in violation in any material respect of any applicable
law, rale or regulation, or (i} in violation of any policy of insurance covering the Collateral;
{c} to pay prompily when due all taxes and other governmenial charges, all Liens and all other
charges now or hereafler imposed upon or affecting any Collateral; (4} without 30 days’ written
notice to Lender, (i) not to change Company’s name or place of business {or, if Company has
more than one place of business, ity chisf executive office}, or the office in which Company's
records relating 1o accounts receivable and payment intangibles are kept and {ii) not to change
Company's state of incorporation, (£} to procurs, exscuie and deliver from time to time any
endorsernents, sssignments, financing statemenis and othor writings reasonably deemed
necessary of appropriate by Lender to perfect, maintain and protect its Lien hereunder and the
pricrity thereo! and to deliver promptly upon the request of Lender all originals of Collateral
consisting of instruments; (g} to appear in and defend any action or proceeding which may affect
itg title 1o or Lender’s inlerest in the Collateral; (h) if Lender gives value to enable Company t©
acquire rights in or the use of any Cellateral, o use such value for such purpose; {i) to keep
separate, accurate and complete records of the Collsteral and to provide Lender with such
records and such other reponis and information relating to the Collateral as Lender may
reasonably request from fime fo time; () not o surrender or lose posseesion of {other than to
Lender}, sell, encumber, lease, rent, or otherwise disposs of or transfer any Collateral or right or
interest therein, and to keep the Collateral free of all Lions except Permitted Liens: provided thag
Company may sell, lease, transter, Heense or otherwise dispose of any of the Collateral in the
ordinary course of business consisting of non-exclusive loenses and similar avrangements for the
use of the property of Company, (k)if requested by Lender, to type, print or stamp
conspicucusly on the face of all oniginal copies of all Collateral consisting of chattel paper a
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tegend sabistactory to Lender indicating that such chaitel paper is subject o the security inforest
granted hereby; (1) to collect, enfores and receive delivery of the accounts receivable and
payment intangibles in accordance with past practice uniil otherwise notified by Lender; (m) o
comply with all material requirements of law relating to the production, possession, operation,
maintenance and control of the Collateral (including the Fair Labor Standards Act) and () to
permit Lender and its representatives the right, at any tise during normal business hours, upon
reasonable prior notice, o visit and inspect the properties of Company and s corporate,
financial and operating records, and waks abstracts therefrom, and to discuss Company's affairs,
finances and accounts with its directors, officers and independent public accountants, if any.

&, Authorized Action by Lender. Company hereby irrevocably appoints Lender as
ity attorney-in-fact (which appointment is coupled with an intercst) and agrees that Lender may
perform {but Lender shall not be obligated to and shall incur no Hability to Company or any third
party for failure so to do) any act which Company is obligated by this Security Agreement
perform, and 1o exercise such rights and powers as Company might exercise with respect to the
Collateral, including the vight to {8} collect by legal proceedings or otherwise and endorse,
recerve and receipt for all dividends, interest, payments, proceeds and other sums and property
now or hereafler payable on or on account of the Collateral; (b)enter into any extension,
reorgenization, deposit, merger, consolidation or other agreement perlaining to, or deposit,
surrender, accept, hold or apply other property in sxchange for the Collateral; (o) make any
compromise or settfement, and take any action it deems advisable, with respect to the Collateral;
{3} insure. process and preserve the Collateral; {2} pay any indebledness of Company relating io
the Collsteral; and {f} file UCC financing statermenis and notices with the United States Patent
and Trademark Office and execute other documents, instruments and agreements teguired
hereunder; provided, however, that Lender shall not exercize any such powers granted pursuant
to subsections {a) through (e} prior 1o the ocourrence of an Event of Defaunlt {as defined in the
Motes} and shall only exercise such powers during the continuance of an Event of Default
{Company agrees o reimburse Lender upon demand for any reasonable costs and expenses,
including attorneys’ fees, Lender may incwr while acting as Company's attorney-in-fact
hereunder, all of which costs and expenses are included in the Obligations. 1 is forther agreed
and understood between the parties hereto that such care ag Lender gives to the safekeeping of its
own property of like kind shall constitute reasonable care of the Collateral when in Lenders
possession; provided, further, bowsver, that Lender shall not be reguired to make any
presentment, demand or protest, or give any notice and need not take any action 10 preserve any
rights against any prior party or any other person in connection with the Obligations or with
respost to the Collatersl

7. Litigation and Other Froceedings.

{a} Company shall have the right and obligation o commence and diligently
prosecute such ewts, proveedings or other actions for infringement or other damage, or
reexarmination or reissue proceedings, or oppositiovn or cancellation proceedings as are
reasonable to protect any of the patents, trademarks, copyrights, mask works or trade secrets of
the Company. Mo such suit, proceeding or other actions shall be settled or voluntarily dismissed,
nor shall any party be released or excused of any claims of or Hability for infringement, without
the prior written consent of Lender, which consent shall not be unreasonably withheld,
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k3 Upon the occurrence and during the continoation of an Event of Defanly,
Lender shall have the right but not the obligation to bring suit or instifute procesdings in the
name of Company or Lender to enforce any rights in the Collateral, including any lHeense
thereunder, i which event Company shall at the reguest of Lender do such Jawful acts and
exeoute such docwments as are reasonably required by Lender in sid of such enforcement. If
Lender elects not o bring suit to enforce any right voder the Collateral, including any Heense
thereunder, Company agrees to use reassonable measores, whether by suil, procesding or other
action, to cause to cease any infringemant of any right under the Collateral by any Person and for
that purpnse agrees o diligently masntain any action, suit or proceeding against any Person o
infringing ressonably necessary to prevent such infringement.

2. Defaull and Remedies.

{a} Default,  Compsny shall be desmed in defaolt under this Security
Agreement upon the ocowrrence and during the contineance of an Event of Default, subject to
arvy applicable cure periods.

{b} Kemedies. Upon the occurrence and during the continuance of any such
Event of Default, Lender shall have the rights of a secured creditor under the UCC, all rights
granted by this Security Agrecment and by law, including the right tor (i} require Company to
assemibie the Collateral and make it available o Lender at a place to be designated by Lender;
and (i1} priot to the disposition of the Collateral, store, process, repair or recondition it or
otherwise prepare it for disposition in any manner and o the exient Lender deems appropriate.
Company hereby agress that twenty (20} days’ notice of any intended sale or disposition of any
Collateral is reasonable. In furtherance of Lender's rights hereunder, upon the occurrence and
during the continuance of any such Event of Defuull, Company hereby grants to Lender an
wrevocable, non-exclusive license, exercisable without rovalty or other payment by Lender, and
only in connection with the exercise of remediss hereunder, o use, Heense or sublicense any
patent, irademark, trade name, copyright or other intellectual property in which Company now or
hereatier bas any right, title or inferest together with the right of sccess 1o all media in which any
ot the foregoing may be recorded or stored.

(e} Application of Collateral Provesds. The proceeds of the Collateral, or any
part thereof, and the procesds of any remedy hereunder {as well as any other amounts of any
kind held by Lender at the time of, or received by Lender afier, the ocowrrence of an Event of
Detault, subject to any applicable cure periods) chall, subiect 1o the terms and conditions of the
subordination Agreement, be paid 1o and applied az ollows:

all amounts expended to preserve the value of the Collateral, of foreclosure or sult, if any, and of
such sale and the exercise of any other rights or remedics, and of all proper fess, expenses.
Hability and advances, including reasonable legal expenses and attomnevs’ fees, incurred or made
hereunder by Lender;

{1} Firsi, to the payment of reasonable costs and expepses, including

(it} Seeond, to the payment to Lender of the amount then owing or
unpaid on such Lender's Note, and in case such proceeds shall be insufficient to pay in full the
whole amount so due, owing or vepaid upon such Notg,
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(111}  Thurd, 1o the payment of other amounts then payable to Lendsr
undder any of the Transaction Documents; and

{ivi ELourth, to the payment of the surplus. if any, to Company, #s
successors and assigns, or to whomscever may be lawfully entitied to receive the same.

9. Mizcellanenus.

{al Pigtices. Except as otherwise provided herein, sll notices, requests,
demands, consents, instructions or other communications to or upon Company or Lender under
this Security Agreement shall be in writing and faxed, mailed or delivered 10 cach party to the
faceimile number or its address set forth below {or 1o such other faesimile number or address ag
the recipient of any notice shall have notified the other in writing). Al such notices and
corumunications shall be effective (1) whon sent by Federal Express or other overnight service of
recogized standing, on the business day following the deposit with such service; {ii) when
mailed. by registered or certified mail, first class postage prepaid and addressed as aforesaid
throuagh the United States Postal Bervice, upon receipt; {H1) when deliversd by hand, upon
delivery: and (v} when faxed, upon confirmation of receipt.

Lender

Capital Southwest Corporation
2900 Preston Boad, Suite 700
Datlas, Texas 75230
Telephone: {972} 233.8242
Facsmale: (9723 233-73482

Locke Lord Bissell & Liddell LLP
2200 Ross Avenue, Suite 2200
Daliag, TX 75201

Atine Ging Betis

Telephone: (214) 740-8515
Facsimile: {214) 740-8800

Company:
Trax Holdings, Incorporated
F4500 N, Northsight Blvd,, Suite 113
Seotiedale, AZ BS240
Telephone: (4807 5548711
Facsimile: (488} 396-3808

with a copy 1o
Osborn Maledon, PLAL
2929 N, Central Ave., Suite 2100
Phosmiz, AL 85012
At Chris Stachowiak
Telephone: (402} 640-9333
Facsimile: {602} 640-9050
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{b} Termination of Security Intersst.  Upon the payment in full of all
Obligations. the securtty inferest granied herein shall lorminate and all rights to the Collateral
shall revert to Company. Upon such termingtion, Lender hereby authorizes Company to file any
UCC tenmination siatements necessary to offet such termination and Lender will, at Company's
expense, execute and deliver to Company any additional documents or instruments as Company
shall reasonably request {0 evidence such termination,

{c} Monwaiver. No failure or delay on Lender's part in exercising any right
hereunder shall operate 4 g waiver thereof or of any other right nor shall any single or partial
exercise of any such right preciude any other further exercise thereof ar of any other right,

{1} Amendments and Waivers. This Sscurity Agreement may not be amendsd
or modified, nor may any of its terms be waived, except by written instruments signed by
Company and Lender. Each waiver or consent under any provision hereof shall be effective only
in the specific inslances for the purpose for which given.

{&) Assignments. This Security Agreement shall be binding upon and inure 1o
the benefit of Lender and Company and their respective successers and assigns; provided,
however, that Company may not sell, assign or delepate rights and obligations hereunder without

the prioy written consent of Lender,

{1} Cumulative Righis, ete. The rights, powers and remedies of Lender under
this Security Agreement shall be in addition to all rights, powers and remedies given o Lender
by virtug of any applicable law, rule or regulation of any governmmental auwthority, any
Transaction Document or any other agroement, all of which rights, powers, and remedies shali be
cumnulative and may be exercised successively or concurrently withowt impairing Lender's rights
hereunder. Company watves any nght to require Lender to proceed against any person or entity
or to exhaust any Collateral or to pursue any remedy in Lender's power,

{£} Payments Free of Taxes, Bic. All payments made by Company under the
Transaction Documents shall be made by Company tree and dlear of and without deduction for
any and all present and fubure taxes, levies, charges, deductions and withholdings. In addition,
Company shall pay upon demand any stamp or other taxes, levies or charges of any jurisdiction
with respect 10 the execulion, delivery, registration, performance and enforcement of this
Security Agreement. Upon request by Lender, Company shall furnish evidence satisfactory o
Lender that all requisite authorizations and approvals by, and notices to and filings with,
govermmentsl authorities and regulstory bodies have been obtained snd made and that sl
requisits taxes, levies and charges have been paid.

{h} Partial lovalidity. 11 at any time any provision of this Sscority Agreement
i or becomes tllegal, mvalid or unenforceable in any respect under the law of any jurisdiction,
neither the legality, validity or enforceability of the remaining provisions of this Security
Agreement nor the legality, validity or enforceability of such provision uwnder the law of any
other jurisdiction shall in any way be affected or impaired thereby.
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{1} Dxpenses.  Company shall pay on demand all reaconable fees and
expenses, including reasonable attorneys’ fees and expenses, incurred by Lender in conmection
with custody, preservation or sale of, or other reslization on, any of the Collateral or the
enforcement or attempt to enforce any of the Obligations which is uot performed as and when
reguired by this Security Agreement.

{3 Consiraction. Each of this Security Agreement and the other Transaction
Documents 15 the result of negotiations between, and has been reviewsd by, Company and
fender and their respective counsel,  Accordingly, this Seccurity Agreement and the other
Transaction Documents shall be deemed to be the product of all parties hereto, and no ambiguity
shatl be constrend in favor of or against Company or Lender.

k3 Entire Agreement. This Security Agreement taken together with the other
Transaction Documents, including but not Hmited to the Subordination Agreement, constitute
and contain the entire agresment of Company and Lender and supersede any and all prior
agreements, negotiations, correspondence, understandings and communications ameng the
parties, whether written or oral, respecting the subject matier herenf.

{4 {her Interpretive Provisions. References in this Security Apreement and
each of the other Transaction Docaments to any document, instrument or agreament {1} includes
all exhibits, schedules and other attachments thereto, (1) includes all documents, instruments or
agreements issued or executed in replacement thereof, and (i) means such document, instrument
or agreement, or réplacement or predecessor thereto, as amended, modified and supplemented
from Hme o {ime and in ¢ffect at any given time. The words "hereof,” "herein” and "hereunder”
and words of similar boport when used in this Security Agreement or any other Transaction
Brocurnent refer o this Security Agreement or such other Transaction Document, as the case may
be, as a whole and not o any particular provision of this Security Agreement or such other
Trapsaction Document, as the case may be. The words "include” and "including” and words of
similar import when used in this Security Agreemsni or any other Transaction Document shall
nest be construed o be Hmiting or exclugive,

{m}  Coverning Law. This Sccurity Agreement shall be governed by and
consirued in accordance with the laws of the State of Delaware without reference o the confHots
of law rules thereof {except to the extent governed by the UCCHL

{r} Counterparts. This Securlty Agreement may be executed by facsimile and
it any number of counterparts, sach of which shall be an original, but all of which together shall
be deemed o constitule one ingirument,

[Signaturs Page Follows]
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N WITNESS WHEREQF, the Company and Lender have caused this Security
Agreement 1o be exccuted as of the day and yvear first above writien.

COMPANY:

Trax Holdings, Incorpornied

MName: ‘{;:11.'\1{_ o, L,{_XJ;L Abtee s ﬁ
Title: AT .
LENDER:

Capital Bowtbwest Corporation

98
By: O}H P
Name: Gléfin M. Neblett
Title:  Vice President

Signarure Page to Secwrity Agreement} 3591964
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ATTACHMENT §
TOSECURITY AGREEMENT

The Collateral shall include all of the assets of Trax Holdings, Incorporated, including, by
way of ilhustration and not Hmitation, the fbllowing:

{a} Al acoounts, recetvables, contract rights, leases, rights (o payment, chattel paper,
feases, instruments, notes, documents of tile, money, deposit accounts, certificates of deposit,
atility deposits or other security posted for utility service, imvestment property, intellectual
property {inciuding but not lmited to rademarks and service marks), general intangibles, letiar
of-credit rights, Jetters of credit, rights to payment arising out of the use of credit or charge cards,
promissory notes, documenis, electronic chattel paper, payment intangibles, software, computer
programs and any supporting information provided in conmection therewith, including but not
tnited to all source codes for all computer software, and all stock and all partnership and Hmited
Hability company membership inferests owned by the Company {including but not Hesited to the
stock of any subsidiary owned by the Company);

{b} Al invenfory, paris, raw materials, work-in-process or materisls used or
consmned in the business of the Company, whether in the possession of the Company,
warehouseman, bailee or any other person or entity;

{c} All goods, machinery, fueniture, fixturss and other eguipment;

{3 Al negotiable and nonnegotiable documents of title;

{¢} All attachments, accessions, tools, parts, supplies, incresses and additions to and
all replacements, substitutes, extensions, renewals, modifications of and substitutions for any of
the above-described propenty:

{fy Al books snd records pertaining to any of the above-described property,
including any computer readable memory and any computer hardware or sofiware necessary o
process such memory;

{g All produocts of any of the above-described property;

{h) Al rights under contracts of insurance covering any of the above-described
property; and

{1 All proceeds of any of the above-described property.

Attachment 1, p
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Trademarks

SCHEDULE A
TOSECURITY AGREEMENT

Trax Holdings, Incorporated

L.
TINRR42, O2WOT filing date

TRAX

Trax Technologies, Ine

po
H

7
f

6/696,994

TRAX and Design

Copyrighis

None Registersd

Diomain Bighisg

FederstedWebServices.com V.00 8/2272014
Federated Webbeorvices,nat Oodaddy.com 812212014
Fileo.com Godaddy.onm 11172018
PublicFed net Godaddy.com B/22/2014
PublicFederation.net Godaddy.com 82272014
SecureFod.com Godaddy.com B22/2014
TransporistionSource.com Godaddy.com 4372018
TraxTech.com Godaddy.com V22018
TraxTech.us Godaddy.com 16/3/2014

RECORDED: 05/19/2011

Schadule &, p.1
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