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Amended Secured Promissory Note and Agreement

For good value, PATRICT SCIENTIFIC CORPORATION (“PATRIOT” or "Borrower”) promises to
pay to the order of SWARTZ PRIVATE EQUITY, LLC (“SWARTZ" or the "Holder”) an amount
equal fo the Principal Balance (as dsfined below), together with interest at the rate of 5% per

annum on the unpaid balance, paid in the following manner:

1. Principal Amount and Offsets. This promissory note (the “Note”) is for an amount which
shall initially equal $87,200 (the “Initial Principal Amount’). Upon mutual agreement of the
parties, SWARTZ may advance additional amounts ("Additional Amounts”) to PATRIOT which
shall be documented on Schedule A, and signed by both parties. The Additional Amounts shall
become part of the principal balance of this Note, and shall be secured by the Collateral.
Anytime during the term of this Note that amounts become due and payable to PATRIOT by
SWARTZ, SWARTZ may satisfy such payment by agreeing to reduce the Principal Amount by
the amount of such payment (each, an “Offset”). Any Offset shall be documented in writing, and
signed by bath parties, on Schedule A to this Note. As used herein, “Principal Balance® shall
mean the Initial Principal amount, as it may be increased or deﬂreased from time to time by

Additienal Amounts or Offsets.

2, Term, interest and Pavments. The term of this Note is one (1) year from the date heraof,
after which this Note shall become due and payable in full. The principal balance shall accrue
interest at a rate of 5% per annum, beginning on October 9, 2001. Payments on this Note
("Payments”) shall be due on the 1st day of each month beginning on January 1, 2002. Each
Payment shall be for an amount equal to at least 20% of the dollar trading volume for PATRIOT's
common stock for the twenty (20) trading day period immediately preceding the date of such
Payment. Payments shall be first applied to interest and the balance to principal. The Principal
Balance and any accrued but unpaid interest shall ba due and payabie on October 9, 2002. This
Note may be prepaid at any time, in whole or in part, without penalty.

3. Acceleration. This Note shall, at the option of the Holder hereof upon written notice to the
Berrower, become immediately due and payable in full upon the;

(a) Failure to make any payment within fifteen (15) days of its due date.

(b) Breach of any security interest, mortgage, loan agreement, pledge agreement or
guarantee granted as collateral security for this Note.

(c) Filing by PATRIOT of an assignment for the benefit of creditors, bankruptcy or other
form of insolvency, or by suffering an involuntary petition in bankruptcy or receivership not

vacated within thirty (30) days.

(d) Any breach of the provisions of Section 5 of this Note.
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(8} The Failurs of the Company, at any time after June 1, 2002, io have z sufficient
number of shares of common stock authorized and reserved to cover the issuancs of all of
the Warrant Shares underlying all of the Note Warrants issued since the inception of this

Note up through the date in question,

4. Default. if this Note shall be in default and placed for coliection, PATRIOT shall pay all
reasonable attorney fees and costs of collection. Payments shall be made to such address as
may from time to time be designated by the Holder. Notwithstanding any default or acceleration
of this Note and regardiess of whether the Warrant S8hares underlying any or alf of the Note
Warrants are ever authorized and reserved for issuance, the Note Warrants shall be retsined by
Swartz and shall remain in full force and effect. In the event that the Company, at any time after
June 1, 2002, does not have a sufficient number of shares authorized and reserved to cover the
Warrant Shares underlying a particular Note Warrant or Note Warrants, then, in addition to any
remedies under Section 3 above, the term of the affected Note Warrant(s) shall be extended by
an amount of time equal fo the period beginning on June 1, 2002 through the date (the
“Reservaiion Completion Date’) that the Company authorizes and reserves & sufficient number of
shares of common stock to cover the Warrant Shares underlying that affected Note Warrant(s).

. Security. As security for the Loan, the Borrower does hereby grant, pledge, transfer, sell,
ass;gn convey and deliver to the Holder, and do grant to the Holder a security interest in, alf of
the right, fitle and interest of such Borrowers, in, {o and under the following (hereinafter
collectively referred to as the “Collateral”); All of the Borrower's patents, frademarks and other
intellectual property, including but not limited to those set forth on Schedule B annexed hereto.

Except as otherwise set forth on Schedule C annexed hereto, the Borrower hereby represants -
that the Holder has a senior iien on the Collateral, and agrees not to grant any liens on the
Collateral that are either senior to, or in parity with, the Holder’s lien. The Borrower agrees to
take all necessary actions to assist the Holder in perfecting the Holder's lien on each piece of
Collateral within fifteen (15) days of the date hereof, including but not limiting to signing and

delivering the appropriate forms.

6. Warrants. In partial consideration for the advancement by Swariz of the Initial Principal
Amounts and the Additional Amounts, Pafriot agrees to issue to Swartz a number of warrants
(the "Warrants” or “Note Warranis”) to purchase common stock of Patriot, as described below:

In connection with the initial Principal Amount, Patriot shall issue to Swartz a Warrant to
purchase 718,400 shares of common stock, at an initial exercise price of $0.10282 per share. in
connection with each advance {each an “Advance”) of Additional Amounts, Patriot shall issue to
Swartz a Warrant to purchase a number of shares of common stock equal to the Additional
Amounts advanced, multiplied by 8.25, at an initial exercise price of $X per share, where X shall

be defined as follows:
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X7 shall egual the average of the Modified VWAP's for sach trading day in the period
beginning on the date of the previous Advance and ending on the frading day immediately
precading the date of the current Advance.

“Modified VWAP” shall equal the lesser of (i) volume weighted average price (“VWAP”") per
share of Patriot's commen stock for the trading day in question, as determined by
Bloomberg L.P., minus $0.05, or (ii} the VWAP per share of Patriot's common stock for the
trading day in question, multiplied by 0.70.

The amounts and exercise prices of each Warrant, as described above, shall be documented on
Schedule A, and initialed by each of the parties promptly following each Advance.

The Warrants shall be in the form attached hereto as Exhibit A, shall have a 5 year term and shall
have resat provisions. The Warrants shall be issued to Swartz in a pnvate placement (the
“Private Placement”) exempt from registration under Reguiation D of the Securities Act of 1933.
Holder is an accredited invesior, as defined in Rule 501 of Regulation D, and has checked the
applicable box set forth in Section 11 of this Agreement. The common shares issuable upon
exercise of the Warrants (the "Warrant Shares”) shall be restricted shares, but shall carry
- piggyback registration rights, as further described below.

7. _Authorization and Reservation of Shares. The Company shall use its best efforts to, by
nat, later than June 1, 2002, obtain the approval of its shareholders to amend its Certificate of
Incorporation to increase the number of authorized shares by at least a number (the “Minimum
Authorized Number’) equal to the number of Warrant Shares underlying all Note Warrants issued
since the inception of this Note up through the date of the amendment to the Certificate of
Incorporation. Promptly after such amendment to the Certificate of Corporation, the Company
shall reserve at least a number of shares equal to the Minimum Authorized Number for issuance
to Swariz as Warrant Shares underlying the Note Warrants. The Company shall not reserve any
of the shares newly authorized after the date hereof (“Newly Authorized Shares”) for issuance o
anyone other than Swariz until the Company has first reserved at least a number of shares equal
to the Minimum Authorized Number for issuance to Swartz as Warrant Shares underlying Note
Warrants issued or issuable pursuant to this Note.

8. _Piggyback and Demand Registration. If anytime after the date hereof the Borrawer
propeses to register (including for this purpose a registration effecied by the Borrower for
shareholders other than the Warrant Holders, as defined below) any of its Common Stock under
the Securities Act in connection with the public offering of such securities soiely for cash (other
than a registration relating solely for the sale of securities to participants in a Company stock plan
or a registration on Form S-4 promulgated under the Securities Act or any successor or similar
form registering stock issuable upon a reclassification, upon a business combination involving an
exchange of securities or upon an exchange offer for securities of the issuer or another entity),
the Borrower shall, at such time, promptly give each holder of the Warrant, including but not
fimited to any assignee(s) of the original holder of the Warrant (each referred to herein as a
“Warrant Holder”), written notice of such registration (@ ‘Piggyback Registration Statement”).
3
Patriot (Final) Amended Secured Promissory Note ( /%’W é, // /'/é .

Patriot's initials Date:

Sw ar"shmomfz //'/ pate: 2/ /1 o2,
77

'l?RADEMARK
REEL: 002513 FRAME: 0359



Upon the written request of sach Warrant Holdsr given by fax within ten (10) days after mailing of
such notice by the Bomower, the Borrower shall cause to be included in such registration
statement under the Securifies Act all of the Warrant Shares that each such Warrant Hoider has
requested fo be registered (“Piggyback Registration”). Anytime that Swariz or its afiliates or
assignees owns and holds Warrants representing, in the aggregate, a face amount in excess of
ten million (10,000,000} Warrant Shares (notwithstanding any 4.88% limitations therein), Swartz
may require the Company to file a registration statement (a2 “Demand Registration Statement”)
covering the resale of all of the Warrant Shares, within thity (30) days of such request.
Notwithstanding the above, the Company shall not be required to inciude in any Piggyback
Registration Statement or any Demand Registration Statement Warrant Shares that are not
authorized for issuance under the Company’s Certificate of Incorporation.

o, Waiver of Demand and Presentment. PATRIOT and zali other parties to this Note, whether
as endorsers, guarantors or sureties, shall remain fully bound until this Note is paid and waive
demand, presentment and protest and all notices thereto and further agree to remain bound,
notwithstanding any extension, modification, waiver, or other indulgence or discharge or release
of any obligor hereunder or exchange, substitution, or release of any collateral granted as
security for this Note. No modification or indulgence by the Holder hereof shall be binding uniess
in writing; and any indulgence on any one occasion shall not be an indulgence for any other cr
future occasion. The rights of the Holder hereof sheall be cumulative and not necessarily

successive.

10. Investor's Right of First Refusal and Rights of Participation. For any private capital
raising transacticns of Debt or Equity Securities (as defined below) of the Company which close
after the date hereof and on or prior to March 15,2003, not including any Note Warrants issued in
conjunction with this Note, the Company agrees to deliver to the Holder, at least ten (10) days
prior to the closing of such transaction, written notice describing the proposed transaction,
including the ferms and conditions thereof, ‘and providing the Holder and its affiliates an option
(the “Right of First Refusal’) during the ten (10) day period following delivery of such netice to
purchase the securities being offered in such transaction on the same terms as contemplated by
such transaction. The Investor's Right of First Refusal may not be waived orally, but may be
waived only by way of a writing signed by one of the members of the Holder. For purposes
hereof, the following shall be collectively referred to herein as the “Debt or Equity Securities”: (i)
Common Stock or any other equity securities, (i) any debt or equity securities which are
convertible into, exercisable or exchangaable for, or carry the right to receive additional shares of
Common Stock or other equity securities, or {iii) any securities of the Company pursuant to an
equity line structure or similar format whereby the Company is entitled to sell securities to an
investor from time to time. Notwithstanding the above, the Holder shall not have any Rights of
First Refusal on any financing (“Excluded Financings”) directly related to raising funds for the
acquisition of Aspect Semiquip International, or other similar acquisitions, so long as such
financing(s) closes prior to September 31, 2002 and do not exceed an aggragate of $3,000,000.

With respect to Exciuded Financings, the Holder shall have Rights of Participstion, as
described below. For any Excluded Financing (as defined above), the Company agrees o
deliver to Holder, at least ten (10) days prior to the closing of such transaction, written notice

4
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describing the propesed transaction, inciuding the terms and conditions therscf, and providing
the Helder and its affiliates an option (the “Right of Participation”), during the ten ( ’J) day period
following delivery of such notice, to participate in the offering by purchasing securities on the
same terms as the securities being offered in such transaction in an amount equal o the
aggregate amount of securities being issued to investors other than the Holder in sucn

transaction.

The provisions in this section are in addition to and do not amend or replace any capital
raising limitations, rights of first refusal or rights of participation provided for in any prior
agreesments between the parties.

11. Governing Law. This Note shall take effect as a sealed instrument and be govemned and
enforced in accordance with the laws of the state of New York.

12. Arbifration. Any controversy or claim arising out of or related tc this Note or the breach
thereof, shall ba settled by binding arbitration in New York, NYY in accordance with the Expedited
Procedures (Rules 53-57) of the Commercial Arbifration Rules of the American Arbitration
Association ("AAA™). A proceeding shall be commenced upon written demand by Borrower or the
Holder to the other. The arbitrator(s) shall enter a judgment by default against any party, which
fails or refuses to appear in any properly noticed arbitration proceeding. The proceeding shall be
conducted by one (1) arbitrator, unless the amount alleged to be in dispute exceeds two hundred
fitty thousand dollars ($250,000), in which case three (3) arbitrators shall preside. The
arbitrator(s) will be chosen by the parties from a list provided by the AAA, and if they are unabie
to agree within ten (10) days, the AAA shall sslect the arbitrator(s). The arbitrators must be
experts in securities law and financial transactions. The arbitrators shall assess costs and
expenses of the arbitration, inciuding all attomeys’ and axperts’ fees, as the arbitrators believe is
appropriate in light of the merits of the parties’ respective positions in the issues in dispute. Each
party submits irrevocably to the jurisdiction of any state court sitting in New York, NY or to the
United States District Court sitting in New York, NY for purposes of enforcement of any discovery
order, judgment or award in connecticn with such arbitration. The award of the arbitrator(s) shall
be final and binding upon the parties and may be enforced in any court having jurisdiction. The
arbitration shail be held in such place as set by the arbitrator(s) in accordance with Rule 55.

Although the parties, as expressed above, agree that all claims, including claims that are
equitable in nature, for example specific performance, shall initially be prosecuted in the binding
arbitration procedure outlined above, if the arbitration panel dismisses or otherwise fails to
entertain any or all of the equitable claims asserted by reason of the fact that it lacks jurisdiction,
power and/or authority to consider such claims andfor dirsct the remedy requested, then, in only
that event, will the parties have the right to initiate litigation respecting such equitable claims or
remedies. The forum for such equitable relief shall be in either a state or federal court sitting in

New York, NY. Each party waives any right to a trial by jury, assuming such right exists in an
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squitable proceeding, and irrevocably submits to the jurisdiction of said New York court. New
York law shall govern both the proceeding as well as the interpretation and construction of this
Note.

[INTENTIONALLY LEFT BLANK]
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413, Aporedited investor. Holder is sn “acoredited investor” |
boxes):

(a) [ ] it is an organization described in Section 301(c)(3) of the Internal Revenue Code, or
a corporation, limited duration company, fimited lability company, business trust, or
partnership not formed for the specific purpose of acquiring the securities offersd,
with fotal assets in excess of $5,000,000.

(b) [] any frust, with total assets in excess of $5,000,000, not formed for the specific
purpose of acquiring the securities offered, whose purchase is directed by &
sophisticated person who has such knowledge and sxperiance in financial and
business matiers that he is capable of evaluating the mernis and risks of the

prospective investment.
. {©) [1] a natural person, who

[ 1] is a director, executive officer or general partner of the issuer of the securities being
offered or sold or a director, execuiive officer or general partner of a general partner

of that issuer,

[ ] has an individua! net worth, or joint net worth with that person 'S spouge at the time
of his purchase exceading $1,000,000.

[] had an individual income in excess of $200,000 in each of the two most recent
years or joint income with that person's spouse in excess of $300,000 in each of
those years and has a reasonable expactation of reaching the same income level in
the current vear. "

(d) [ \/]/ an entity each equity owner of which is an entity described in a - b above oris an
individual who could check one (1) of the last three (3) boxes under subparagraph

(c) above.

(®) [] other [specify]

Dated: October 9, 2001

BORROWER: HOLDER:
PATR!O;S?ENTFF!C CO ORATION | SWARTZ PRIVATE UITY, LLC
By: yAPUN By: M .
il /
Lowell W. Giffhomn, CFO Eric S. Swa;;fz,/Manager
’ /
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SCHEDULE

Funds

Advanced to

Patriot by
Swartz

jon | Warrant

Parties’

Funds

- Offset

Principal

Balance of

the Note

Current
Principal
Balance of
Note

10/9701

$87,200
(inital

Principal
Amount)

$0.10282

e

$87,200

10/23/01

$125,000

1,631,250

$212,200

1172101

$50,000

412,500

$262,200

11/5/01

$75,000

618,750

saé?,ooo

11/49/01

$100,000

825,000 -

$437,200

12/3/D1

$125,000

1,021,250

$562,200

12117101

$125,000

1,031,250

[ s667.200

12/28/01

| $100,000

825,000

$787,200

1114102

$15€}§

1,237,500

$937,200

2802

$_1‘0,_0,»-

825,000

$1,087,200

2112102

$75,000

‘818,7526

$1,112,200

2118/02

$25,000

206,250

| 81,137,200

$75,000

| 818,750
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SCHEDULE A (confinued from page 8}

—d

Date I Funds Number of | Initial Parties’ Funds Current
Advanced to | Warrants Exercise | Signatures | Offset Principal
Patriot by issuable in | Price of Against the | Balance of
Swartz Connection | Warrant Principal Note
, With the Balance of
E Advance the Note
3!12/02 $200,000 1,650,000 $0.07583" 7”4‘”/[7\ $1,412,200
b\:ﬁlm Sorea”  AEad Ao mun-W J/\Vf \& B e |

I o

R
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Pairiot Sclenptific Corporation
imteliectusl Property Schedule

Letter Patents

U.S. Patent No. 5,440,749 Issued August 8, 1995
U.S. Patent No. 5,457,784 Issued October 10, 1995
V.5, Patent No. 5,530,890 Issued June 25, 1296

U.S. Patent No. 5,604,915 Issued February 18, 1997
U.S. Patent No. 5,648,787 Issned July 15, 1997

U.S. Patent No. 5,659,703 issued August 19, 1997
1.8, Patent No. 5,784,584 Issued July 21, 1998

U.S. Patent No. 5,809,336 Issued September 15, 1998

Japanese Patent No. 2566085

Fatent Applications

U.S. Patent Application Serial No. 09/779,395
U.S. Patent Application Sertal No. 09/872,762
European Patent Application Serial No. 97200767.8
European Patent Application Senial No. 96934069.4

Japanese Patent Application Serial No, 9-515848

Trademarks

Issued October 25, 1909

Filed February 7, 2001
Filed Junc I, 2001
Filed August 2, 1990
Filed Oclober 4, 1996

Filed October 4, 1996

- U.S. Trademark Application for the “ShBeom™ mark, U.S. Class 21, Ind Class 9 along
with any and all good will associated therewith

U.S. Trademark Appiication for the *“NetShark™ mark, U.S. Class 21, Ind Class @ along

with any and all good will associated therewith

75/699,034 7/28/98

U.S. Trademark Application for the “PTSC™ marlk:, U.S. Class 21, Ind Class 9 along with

any and all good will associated therewith 76/170283 11/21/00
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Secured Interest Semior to Swariz Frivate Eguty, LLC:

1. A UCCI Fiiing in faver of Silicon Valley Finance to secure advances agrinst a

$400,000 accounts receivable factor line.

Amount outstanding on the factor Iine as of November 5% 2001 equals less than $10,000.
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ADDENDUM TO
AMENDED SECURED PROMISSORY AOTE

THIS AGREEMENT ({this "Note Addendum" or “Agreement”) is entered into as of
March 12, 2002, by and among Patriot Scientific Corporation, a corporation duly organized and
existing under the laws of the State of Delaware (the "Company") and Swartz Private Equity,
LLC (hereinafter referred to as “Swartz” or “Lender”). This Note Addendum supplements the
Amended Secured Promissory Note dated as of October 9, 2001 between the Company and
Swartz (the “Secured Note” or the “Note”) and amends and supersedes the agreement (the “Loan
Advance Agreement”) between the Company and Swartz dated on or about January 28, 2002, a

copy of which is attached hereto as Exhibit A.

RECITALS:

WHEREAS, the Company and Swartz entered into the Secured Note dated as of October
9 2001;

WHEREAS, Swartz agreed to loan one hundred thousand dollars ($100,000) to thé
Company on or about January 28, 2002 subject to the terms of the Loan Advance Agreement,

WHEREAS, Swartz agreed to defer certain payments under the predecessor to the
Secured Note pursuant to the Loan Advance Agreement from January 1, 2002 until June 1, 2002;

WHEREAS, as additional consideration for this Note Addendum, Swartz has agreed to
loan an additional two hundred thousand dollars ($200,000) to the Company subject to the terms
hereof to further defer payments .under the Secured Note from June 1, 2002 until October 9,

2002.
TERMS:

NOW, THEREFORE, in consideration of the mutual promises, representations,
warranties, covenants and conditions set forth in this Note Addendum and for other good and
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties

hereto agree as follows:

1. Advance of Funds. The Company acknowledges the receipt of funds from Swartz in the
amount of one hundred thousand dollars ($100,000) on or about January 28, 2002 and the receipt
of additional funds from Swartz in the amount of two hundred thousand dollars ($200,000) on or
about March 12, 2002, where the above $300,000 aggregate amount is referred to herein as the

“Advanced Funds.”

2. Deferral of Note Payments. Swartz hereby agrees that the payments on the Note that
would otherwise be due on the first day of each month beginning January 1, 2002 shall be
deferred (the “Payment Deferral”) until October 9, 2002, at which time all outstanding principal
and accrued interest under the Note shall become due and payable in full The parties
acknowledge that the principal balance of the Note as of the close of business on March 12, 2002

is $1,412,200.
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3. Consideration for Advanced Funds and Payment Deferrals. As consideration for the
Advanced Funds and the Payment Deferral, the Company agrees to the terms of this Note

Addendum:

A, Secured Promissory Note. As part of the consideration for the advance of the
Advanced Funds by Swartz to the Company and the Payment Deferral, and m addition to
the other consideration set forth in this Note Addendum, the Advanced Funds shall
become part of the balance of the Secured Note for all purposes (including but not limited
to the issuance of the corresponding number of Note Warrants), and shall be repaid to
Swartz in accordance with the terms of the Secured Note. The parties agree to sign a
Schedule A pursuant to the Secured Note in order to document the addition of the
Advanced Funds to the Promissory Note.

B. Issuance of Warrants. As part of the consideration for the advance of the Advanced
Funds by Swartz to the Company and the Payment Deferral, on April 1, 2002 and on each
three (3) month anniversary of April 1, 2002 thereafter (and if such date 1s not a business
day, then on the next business day)(each, a “Snapshot Date”) continuing throughout the
term of this Agreement, the Company shall calculate a value for “X,” as defined below,
with respect to that Snapshot Date. Within three (3) business days of each Snapshot
Date, the Company shall issue and deliver to the Lender warrants (the “‘Snapshot
Warrants’), to purchase a number of shares of common stock of the Company (*‘Common
Stock™), if ariy, equal to the value of “X” for that Snapshot Date.

For purposes hereof:

“X" = (0.20) multiplied by [“Cwrent Adjusted FDO” minus 110,500,000 shares].

“Current Adjusted FDO” shall mean (i) the number of Fully Diluted Shares (as defined
below) of Common Stock of the Company determined after the close of business on the Snapshot
Date with respect to which Snapshot Warrants are being issued (the “Current Snapshot Date”),
minus (i) any Snapshot Warrants that are issued to Swartz under this Note Addendum, minus
(iii) any shares or warrants (“Future Agreement Shares”) that are issued to Swartz under any new
agreement(s) which are entered into between Swartz and the Company after the date hereof
(where, for purposes of this paragraph, it is expressly understood that any shares or warrants
issued in the future pursuant to the existing Amended Secured Promissory Note between the

parties shall not be considered to be Future Agreement Shares).

“Fully Diluted Shares” shall mean, as of a given date, the sum of (i) the number of shares
of Common Stock of the Company that are issued and outstanding, plus (ii) the number of shares
of Common Stock that are or may become issuable pursuant to the conversion or exercise of any
outstanding warrants or other stock options, convertible debentures, convertible preferred stock,
other convertible securities or any securities or agreements which carry with them the right to
receive additional shares of Common Stock in the future.

“Evaluation Period” shall be defined as follows: For the first Snapshot Date occurring
on April 1, 2002, “Evaluation Period” shall mean the period of time from January 28, 2002
through and including April 1, 2002, and for each Snapshot Date thereafier, “Evaluation Period”
shall mean the period of time beginning on the date immediately following the Previous Active
Snapshot Date through and including the Current Snapshot Date.

2
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“Previous Active Snapshot Date” shall mean the most recent Snapshot Date prior to the
Current Snapshot Date where the 5 Day Average Price (as defined below) was less than $1.00.

Notwithstanding the above, if the average closing bid price of the Company’s common
stock for the five (5) trading days immediately preceding a given Snapshot Date (the “5 Day
Average Price”) is greater than or equal to $1.00 (subject to appropriate adjustments for stock
splits), then no Snapshot Warrants shall be issued with respect to that Snapshot Date, provided
that if the 5 Day Average Price for one or more subsequent Snapshot Dates is less than $1.00
(subject to with appropriate adjustments for stock splits), then Snapshot Warrants shall be 1ssued
with respect to such subsequent Snapshot Dates as set forth in this Agreement.

The Snapshot Warrants shall be in the form of Exhibit B hereto, and shall initially be
exerciseable at the average closing bid price of the Company’s common stock for the five (5)
trading days immediately preceding the applicable Snapshot Date, shall have piggyback
registration rights, reset provisions and shall have a 5-year term.

4. Term. The term of this Agreement shall be from the date hereof through the date that is 5
years after the date hereof.

5. Opinion of Counsel. Concurrently with the issuance and delivery of each Warrant
hereunder, the Company shall deliver to the Lender an Opinion of Counsel (signed by the
Company’s independent counsel) covering the issuance of the Shapshot Warrants, and the
issuance and resale of the Common Stock issuable upon exercise of the Snapshot Warrants.

6. Change in Corporate Entity. The Company shall not, at any time after the date hereof,
enter into any merger, consolidation or corporate reorganization of the Company with or into, or
transfer all or substantially all of the assets of the Company to, another entity unless the resulting
suCCessor OT acquiring entity in such transaction, if not the Company (the “Surviving Entity”), (i)
has Common Stock listed for trading on Nasdaq or on another national stock exchange and is a
Reporting Issuer, (ii) assumes by written instrument the Company's obligations with respect to
this Agreement and the Snapshot Warrants, and agrees by written instrument to reissue, in the
name of the Surviving Entity, any Snapshot Warrants (each in the same terms, including but not
limited to the same reset provisions, as the Snapshot Warrants originally issued or required to be
issued by the Company pursuant to this Agreement) that are outstanding immediately prior to
such transaction, making appropriate proportional adjustments to the number of shares
represented by such Snapshot Warrants and the exercise prices of such Snapshot Warrants to
accurately reflect the exchange represented by the transaction.

7. Repayment of Funds. Notwithstanding the full repayment of the Advanced Funds, this
Agreement, including but not limited to the Company’s obligation to issue the Snapshot Warrants,
shall remain in full force and effect throughout the term hereof, and may not be terminated.

8. Arbitration; Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of New York applicable to agreements made in and wholly
to be performed in that jurisdiction, except for matters arising under the Act or the Securities
Exchange Act of 1934, which matters shall be construed and interpreted in accordance with such
laws. Any controversy or claim arising out of or related to the this Agreement or the breach

S
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Expedited Procedures {Rules 53-57) of the Commercial Arsbitration Rules of the American
Arbitration Association {*AAA”). A proceeding shall be commenced upon written demand by
Company or any Lender to the other. The arbitrator(s) shall enier a judgment by default against
any party, which fails or refuses to appear in any properiy noticed arbitration proceeding. The
proceeding shall be conducted by one (1) arbitrator, unless the amount alleged to be in dispute
exceeds two hundred fifty thousand dollars ($250,000), in which case three (3) arbitrators shall
preside. The arbitrator(s) will be chosen by the parties from a list provided by the AAA, and if
they are unable to agree within ten (10) days, the AAA shall select the arbitrator(s). The
arbitrators must be experts in securities law and financial transactions. The arbitrators shall assess
costs and expenses of the arbitration, including all attorneys’ and experts’ fees, as the arbitrators
believe is appropriate in light of the merits of the parties’ respective positions in the issues in
dispute. Each party submits irrevocably to the jurisdiction of any state court sitting in New York,
New York or to the United States District Court sitting in New York for purposes of enforcement
of any discovery order, judgment or award in connection with such arbitration. The award of the
arbitrator(s) shall be final and binding upon the parties and may be enforced in any court having
jurisdiction. The arbitration shall be held in such place as set by the arbitrator(s) in accordance

with Rule 55.

Although the parties, as expressed above, agree that all claims, including claims that are
equitable in nature, for example specific performance, shall initially be prosecuted in the binding
arbitration procedure outlined above, if the arbitration panel dismisses ‘or otherwise fails to
entertain any or all of the equitable claims asserted by reason of the fact that it lacks jurisdiction,
power and/or authority to consider such claims and/or direct the remedy requested, then, in only
that event, will the parties have the right to initiate litigation respecting such equitable claims or
remedies. The forum for such equitable relief shall be in either a state or federal court sitting in
New York, New York. Each party waives any right to a trial by jury, assuming such right exists
in an equitable proceeding, and irrevocably submits to the junisdiction of said New York court.
New York Iaw shall govern both the proceeding as well as the interpretation and construction of

this Agreement and the transaction as a whole.

[INTENTIONALLY LEFT BLANK].
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IN WITNESS WHEREQF, the undersigned have executed this Note Addendum as of this
it 12" day of March, 2002.

 PATRIOT SCIENTIFIC CORPORATION | SWARTZ PRIVATE EQUITY, LLC.

By _

B S Swart Manager

' 300 Colomal Center Parkwav

-mw‘-n‘ GA 30076

'Facsumlé (858) 6745005

Pomio {Final 5-12-C2) Addendmem o Secured Nois

TRADEMARK
REEL: 002513 FRAME: 0373



PTSC

April 23, 2002

Swartz Private Equity, LLC

Attn: Enic S. Swartz
300 Cotonial Center Parkway, Suite 300

Roswell. GA 30076

Re: Amendment to Addendum to Amended Secured Promissorv Note

Dear Eric:

” This letter sets forth in writing the agreement made during a telephone conversation between Mr.
Brad Hathorn, Mr. Mike Kendrick and Ms. Jessica Wenzell on Monday, April 22, 2002 with

| regards to the calculation of the Current Adjusted FDO under the Addendum to Amended

‘ Secured Promissory Note dated March 12, 2002 (the "Note Addendum"), by and among Patriot
Scientific Corporation, a Delaware corporation (the "Company") and Swartz Private Equity,
LLC, a Georgia limited liability company ("Swartz"). Capitalized terms used herein and not
otherwise defined herein shall have the meanings set forth in the Note Addendum.

J Pursuant to the conversation noted above, the Company and Swartz herewith agree that any
shares of Common Stock or warrants that are issued by the Company to Lincoln Ventures, LLC,
‘ an Arizona limited liability company, under any existing or future agreement shall be considered
Future Agreement Shares and shall be deducted from the number of Fully Diluted Shares for
purposes of calculating the Current Adjusted FDO pursuant to the Note Addendum.

Should you have any questions or require any additional information, please do not hesitate to
contact me directly at any time.

Smcerely, /

ﬁ///”//ﬁ 4
Lowell W. Gifthorn, CFO

ACKNOWLEDGED AND ACCEPTED:

SWARTZ ??QQUITY, LLC
; /
By: /

Eric S/Swartzé.’Manager

Dated: L /2._3 /’27/-670;’_.
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