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SECURITY AGREEMENT

THIS SECURITY AGREEMENT (the “Agreement”) is made effective as of September 12,
2003 (the “Effective Date™) by and between USHIP INTELLECTUAL PROPERTIES, LLC a
Connecticut limted liability compary (ths “Debtor™) and ST. CROLX ADVANCED COMPUTING,
GP, a Minnesota general partnership(the cgacured Party’™). The addresses of the parties are as follows:

Secured Party: St. Croix Advanced Computing, GP
153 East Lake Street
Wayzata, MN 55391
Atin: Peter Lytle

Debion Uship Intcllectua] Properties, LT1.C ”
17 Conpecticut Drive South
East Granby, CT 06026
At Peter Fliyom

WHEREAS, on the date hereof, Secured Party bas made a loan of $91,000 to Debtor (the
“1,0an™) pursuant to that certain Asset Purchase Agresment dated as of the date hereof between
Debtor and Secured Party (the ‘Purchase Agreement”) to allow Debtor to purchase the Assets (as
dchimed therein and incorporated herein by refezence) of the Secured Party {collectivaly, the “Assets™),

WHEREAS, pursuant to the Purchase Agreement, Debtor has executed and delivered to
Secured Party fts Secured Prummssury Note datcd as of tho date hereof (the ‘Wote™)} in the onginal
principal amount of $91,000 (the Purchase Agreement, the Note, this Agreement, and all docuroents

and insttuments executed in connection therewith are hereioafter collectively referred to as the
“Transaction Documents™); '

WHEREAS, to secure the performance of Debtor’s obligations under the Note and the other

Trapsaction Docurnents, inchuding without limitation the repayment of the Loan pursuant to the Note (all

. of the foregoing collectively referred to as the “Obligations™), the Debtor has agreed to grant to Secured

Party a security intarcat in the Collatexal (us defined below), pywsnant to the terms and comditions
hersof,

NOW, 'IHEREFORE, in consideradon of the fmegoing ccitals and the wotual corvepants
hereinafier set forth, the Debtor and Secured Party agree as follows:

1. SECURITY INTEREST. To secure the payment and performance of the Ubligations, the
Debtor grants the Secured Party a security interest (hereinafter the ‘Security Interest™) in @ all of the
Assets (as defined in the Purchase Aprecment; (ii) all substitutions, modifications, immprovements, and

replacements of the Assets; and (ifi) all products and proceeds of the foreguing (hevsinafier the
“Collateral™).,, )
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2  REPRESENTATIONS, WARRANTIES AND AGREEMENTS. The Debtor
and Cuarantors, jointly and severally, represent, warragnt and agree, and each Secured Party relies
upon such representaiions, werranties and agreements in entering into the Transaction Documments, a5
follows: ‘

a. mnebmrisalimihdﬁabﬂitymmnyvaﬁdlyeﬁmngmdnﬂmlawsofihﬂ
sﬂtcameﬂcﬁcuLandtheaddrmsofﬂmDﬂhmfscmefmmve offices i3 shown at the beginning of
this Agreement. The Debtor shall give the Secured Party prior written notice of auy chapge m such
address. The Debtor has authority to execute and perform this Agresment. The Taxpayer Identification
miumber of the Debtor is applied for

h. Imentionally omitted.

c. The Debtor is the owner of the Collateral, or will be the owner of the Collateral
hereafter acquired, free of all sscurity interests, liens and encumbrances other than the Secunty Intersst
andotlu:rlimsap_pmvadbyﬂ:aSmmdPa:tymwﬂﬁngorﬁenscxisﬁngatﬁmaﬂmCoﬂmﬂwas
rrangfirred to Debtor by Secured Party . The Debtor shall defend the Collateral agamst the claims and
dﬂmﬂndsofallpmansoﬂmrthmtbaﬂemuﬂdetyorﬁmmdsﬁngatﬁmCoﬂamml wag transferred
to Debtor by Serured Party, and shall promptly pay all taxes, assesswents and other govemment
charpes upou or against the Debtor, any Collateral and the Security Interest. Except as conternplated by
the first sentence of this pamgraph ¢, po financing statement covering aoy Collateral is on file m amy
public office

d The Debtor shall not sell or otherwise dispose of any Collateral or any mterest
therein, without the prior written consent of the Secured Pazty, except that, wniil the ocemrrence of an
Event of Defimlt and the revocation by the Seaimed Party of the Debtor's right so to do, the Debtor may
sefl or lease any Collateral constituting inventory in the ordimary course of business. For prrposes of this
Agreempent, a transfey in partial or total satisfaction of a debt, obligation ot liability shall not constitute a
gale or Yease in the ordinary course of business.

¢, . Intentionally omatted

, £ Other than inventory i transit, all tangible Collateral ghall be Jocated at the
addresses of Debtor set forth on the fixst page of this Agresment, and no such Collateral shall be
located at any other address withowt the prine written consent of the Secured Party.

z The Debtor shail (i) promptly notify the Secured Party of amy loss of or
material damage to any Collateral or of any adverse change in. the prospect of payment of any account,
instrament, chatiel paper, other right to payment or genesal intangible constitutng Collateral; (i) keep all
tangible Coliateral inswed it such amounts, ageins: such risks and im such companies as shall ko
reasonably acceptable to the Secured Party, with loss payable clauses m favor of the Secured Party to
the extent of its iterest in form satisfactory to the Secured Party, and deliver policies or certificates of
quch imsutmce to the Seanred Parly: (i) at the Debtor’s chief executive office, keep accurate and
complete records pertaining to the (nllateral and the Debtor's business and financial condition, and
submit to the Secured Party such periodic reports concermning the Collateral and the Debtor's business
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and financial condition as the Secured Party may fom time to tivae reasonably Tequest (v) at all
reasonable times permit the Secured Party and its representztives to examine and inspect any Collareral,
and to examine, inspect and copy the Debtor's records pertaining to the Collateral and the Debtor's
business and financial conditiom; (v) at the Secured Party's requsst, promptly execute, endorse and
deliver such fnancing statements and other insturmmnts, doruments, chattc] paper and writinge and tsks
such other actions deemed by the Secured Party to be necessary or desirable to establish, protect,
perfect or enforce the Security Interest and the rights of the Secured Party under this Agreement, and
paarallmstaof'ﬁlingﬁum«ﬁngmmmﬂamﬂ cther writings in all piblic offices where filing is deemed
by the Secured Party to be necessary or desirable; and (vi) notify the Secured Party it writing of the
aecurrence of an Event of Default within two (2) days-of such occurrence.

3. Intentionally omitted.

4, LIMITED POWER OF ATTORNEY. If the Debtor at any tme fhils to perform or
observe any agrecmernt herein, the Securcd Party, i the nams and, on behalf of the Debtor or, in its wn
name, may perfomn or cbserve such agreement and take any action. which the Secured Party may deem
necessary or desixable to cure ar correct such fattore. The Debtor rrevocably authorizes Secured Party
and grants the .‘»‘,emredPamra]imitedmw:rafmmmeyinﬂmnamnandmhchn]foﬂhenebtmmat
its option, in its own natme, after and chring the contimation of an Event of Default to collect, receive,
receipt for, create, prepers, complets, executs, endorse, deliver and file any and all financmng
statements, nsurance applications, remittances, instruroents, domunents, chattel paper and ather
writings, to grant any extension to, compromise, settle, waive, notify, amend, sdiust, chirnpe aud L=lsase
any obligation of any accomnt debtor, obligor, insurer or other person pertaining to any Coilateral, and
to take any other action desmed by the Secured Party to be necessary of desirabie to establish, perfect,
potect or eaforec the Seourty Tmpest AN advances, charges, cngin and expenses, including
reasomable attorneyy' fies, incurred or paid by the Secured Party in comection with the enforcement of
the Obligations and in the protection and exercise of any zights or remedies hereunder, together with
interest thereon from the date incurred or paid by the Secured Party at the highest rate then apphicable
to any of the Obligations, shall be secured hermmder and shall be prid by the Debtor to the Secured
Patty on demand.

5. EVENTS OF DEFAULT. The vwunencs of any of the following evente shall
constitute an "Event of Default": (a) defamilt in the due and punciual payment or performance of any of
the Obligations #nd the contimuation of such defmit for a period of ten (10) days after notice thereof
from the Secured Party: (5) defwit or breach of any covenant or agremment of Debtor contained or
referred to in this Agreement, the Transaction Docunoents (including without limitstion the occumence of
any “Event of Defiult” as defined in any of the Transaction Documents), or any other agreement,
instrument or writing conternplated by or made or delivered pursuant ta or in connection with any of the
foregoing and the continuation of sach default for a period of 30 days after notice thereof fom the
Secured Party, mless Debtor fails to give notice of an Event of Default as required by paragtaph
Mhmﬂinwhimhmthamﬁmmmaﬂfmchd&aMtﬁrapmhdofﬁw (5) days after such
autice should heve boon given, rogandless of whether notice is recaived fiom the Secured Party, shall
constitute an Event of Default, or () any staternent, representation or Wwarranty made by the Debtor, or
any endorser, gnarantor or surety of the Debfox’s Qbligations, to the Secured Party at any time shall
prove to have been mcorrect or misleading in any material respect when made. :
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6, REMEDIES, Upan the seaurrence of any Event of Default and at any time thereafter,
thuSmmd?any,msry.a!:itsopﬁm,mr:bemumwmmof%follm&ngﬁghumdrgmd@:{a}
daclare all Cbligations 1o be immnediately dus and payable, and the same shall therrupon be iprmediaeEly
due and payabie, withous presentisent ot other natice or demand; (b) require thach!mmas?mnble alt
or any pawt of the Collateral and make it available 10 the Qecurcd Party at a place to be designated by
the Secured Parey wrhich ja reasonably convenieot to both parties; (c) kxercise and enfores amy and ail
ﬂghﬂmdmnadiﬂwﬁhmcupmduﬁukmdmﬂﬁammmgﬂwmmﬁmDmmmg
Uniform Commersial Code, and any other applicsble agreements 20d laws, ol of winch rights and
remedies shall be camulative. If notica 1o the Debror of any intendad disposition of Collateral ot other
action is Tequired, such notice shall be desned reasonably and properly given if mailed by regular or
covdfied mail, postage prepaid, to the Debtor at the address stated at the heginning of this Agreement or
at the most mcent address shown i the Secured Party's records, at et 5 days prior to the actem
describad in such notice. The Debi consents 1o the personal jurisdiction of the state and fedexal courts
Tocated in the State of Minnesota in comection with any controversy related to this Agreemext, waives
myargmmm:huvmeinmchhnmisnmamwrﬁmmdagrmthatmyuﬁgaﬂminiﬁmndbyﬁm
Secured Party against the Debtor in connection with this Agreement or any of the Chbligationa shall be
venued m cither the Digmict Court of Hennepin County, Minnesot, or the Unired Sums Disaier Court,
Diatrict of Minnesats, Fourth Divizion.

7. MISCELLANEOUS. A curbon, photographic or other reproduction of this
Agreement is sufficient as a finapcing statement. This Agreemen cannot be waived, modified, amended.
abridged, supplemanted, werminaved or discharged and the Security Interest carmot be released or
texminated, except by 4 writing duly executed by the Secured Party. A waiver shall be effective anly in
the specific mstance and for the specific parpose given. No delay or faflore 1o act shal} preciude the
exercise or enforcemment of any of the Secured Party’s xights or remedies. All rights and wemedies of the
Secured Party shail be ounmilative and 7oay be exercised singularly, concurrently or succossively, at the
Secured Party's option, and the exercise or smforcement of any one such right or remedy shall not be a
condition to or bar the exercise or emfoxcement of any other. This Agresment. shall be binding upon and
imare to the bepefit of the Delntor and the Secured Party, and their me9pective successors and assigne
and shall mkes effect when executed by the Debtor and defivered to the Securad Party, and the Debtor
waives potica of the Secured Pacy's accepmnce hereof I any provision or application of this
Agreement is bald wnlawfil or imenforceable in, sny tespect, such flegulity ar mmenforceability shall net
affect other provisions or applications which can be given effect, and this Agreemens shall be construed
aa if the unlawfu]l or upenforcmable provision or application had never beon comtained herein or
paescribed heeby. All represemtations and wamanses contained in this Agreement shall sutvive the
execation, delivery and pexformance of this Agreememt and the Transaction Documents, and the
areation, payment snd perfompanee of the Obligations. This Agreement shall be govemed by and
construed i aceondance with the laws of the State of Minnesota,
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ASSETS
1. Aﬂafthmﬁ:ﬂmﬂnglocatzdatlonglachMagﬂ,ngi;akthmmmKinsks,cumpany
records, signage, and software and related development marexial.
2. 2 Kiosks shipped from Texas.
3. | Kiosk located at 153 Bast Lake Street, Wayzatz, Mionesota.
4. All patents aud patents pending inclnding but not mited to the followng:
U1.5. Patents
4,900,908 5,360,221
5,025,385 5,481,464
5,065,000 5,658,798
5,233,532 5,831,220
5,340,948 8,105,014
LS. Patent Appiications
Sarial Number Filing Date
LEWES",TEG April 18, 2000
n | ol (v}
Application No. Filing Data
PCTAIS02/34111 Qctober 24, 2002
Forejgg Patents
lasued:
1. ERO 4 579 T17 Bi Validated in Germany, italy, Spain, France O7H1697
2 CA 2,108,280 Canadian Patant QINTITZ
3. JP 4-5087 Japaness Patant AT
4, EPO 0 758 444 B1 UK, Germany, Francs, jtaly, Natherlands Q427195
5. GA 2,190,150 Canadian Fatent 12/28/01
8. CA 2 000,882 Canadian Patent . 05/04/9%9

5 The trademark “U-Ship™ and any other trade names associated with the above,
including any logo and brand development associated with this.
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6. All software used in connection with for the Kiosk applications.

T, Any and all trade secrets related to the sbove inchading but nat limited to retail success
and other development.

8. Amy and all intellectual property related to the above including business pians and
proprietary information
9. Axny and all trade dress related to the above.
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