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To the Honorable Commissioner of Patents and Trademarks: Please record the attached 1 02571 1 52
1. Name of conveying party(ies): 2. Name and address of receiving party(ies)
Name: HSBC Bank Canada
Priority Management International Inc. Internal
Address:
[:I Individual(s) D Association 885 West Georgia Street
I:I General Partnership |:| Limited Partnership Street Address: BC Canada V6C 3G1
Corporation-State City:_Vancouver _ state:____ Zip’
[ ] other British Columbia, Canada [[] individual(s) citizenship
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3. Nature of conveyance: D Limited Partnership
D Assignment D Merger D Corporation-State
Security Agreement D Change of Name other Canadian chartered bank
If assignee is not domiciled in the United States, a domeshc
D Other representative designation is attached: - Yes
. . (Designations must be a separate document f] a55|gn pent)
Execution Date! Febmary 7’ 2003 Additional name(s) & address( es) attached? E Yes TH No
4. Application number(s) or registration number(s):
A. Trademark Application No.(s) 76/366’299/’”\ B. Trademark Registration No.(s) _1,335,493; 1,452,075,

1,566,799; 2,209,176; and 2,228,318

Additional number(s) attached |__—| Yes No

5. Name and address of party to whom correspondence 6. Total number of applications and
concerning document should be mailed: registrations involved: ...................... [ZI
Name: Richard A. Flynt, Esq.

Roylance, Abrams, Berdo & 7. Total fee (37 CFR 3.41) $ 165.00
Internal Address: Y ’ ’ : AV

Goodman, L.L.P. [/] Enclosed
Authorized to be charged to deposit account

1300 19th Street, NW 8. Deposit account number:
18-2220

Street Address:

Suite 600

DC 7200361649
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City: Washlngton State:

9. Signature.

Richard A. Flynt %/M C 2003
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INTELLECTUAL PROPERTY SECURITY AGREEMENT
(United States)

This Intellcctual Property Security Agreement dated for refeyence February 7, 2003, is made by
Priority Management International Inc. (the “Guarantor™), a company incorporared under the
jaws of the Province of British Colurnbia, in favour of HSBC Bank Canada (the “Bank™), 2
Canadian chartered bank, in its capacity as lender pursuant to the Offer Letter (as defined
below).

WHEREAS:

A, The Bank has made available to Priority Managerment Systems (Canada) Inc. (“Priority
Management™) and Darwin Industries Inc. (together. the “Borrowers™) ccrtain credit
facilities on the terms and conditions contemplated in the offer letter from the Bank 1o the
Borrowers dated October 9, 2001, as renewed and amended by letter dated July 23, 2002
(as they may be further amended, supplementcd, restated or replaced from time to time,
the “Offer Letter™),

B. The Guarantor has acquired from Prionity Management and is the holder of certain IP
Collareral (as hereinafier defined);

C. The Guarantor has executed in favour of the Bank the general security agrecment dated
for reference the 15™ day of September, 2001 (the “GSA™) and has agreed to execute and
deliver this Intcllectual Property Security Agreement for the purpose of recording the
security interest of the Bank created hereunder in certain public offices.

NOW THEREFORE THIS AGREEMENT WITNESSES that, in consideration of payment
of the swm of $1.00 by the Bank to the Guarantor and of the premises and other good and
valuable consideration (the receipt and sufficiency of which is hereby acknowledged by the
Guarantor), the Guagantor hereby covenants and agrees in favour of the Bank as follows:

1.  INTERPRETATION
1.1.  Defiitions

In this Agreement, unless the context shall otherwise require, all capitalized terms used but not
expressly defined hercin shall have the meanings ascribed thereta in the Offer Letter and the
following words and terms shall have the following meanings:

“Copyright”” means any copyright referred o in section 2.1. (c) and 2.1 {f) and “Caopyrights”
means all of them;

“Imtellectual Property” means the TP Collateral other than any procecds or payments;

“IP Collateral” has the meaning given to it in section 2.1,
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Y jcense”™ means any license, sub-license, Jease, right of use or control, agreement to license or
sub-license, or to lease or to grant a ripht of use or control, in respect of or in connection with the
acquisition, owmnership, use, control or explojtation of the Intellectual Property, together with any
armendments, supplements, modifications, cxtensions, renewals or replacements thereof;

“Obligations’” has the meaning given to that term in section 2.2(a);

“Patent” means any patent referred to in section 2.1(a) and 2.1(f) and “Patcnts” means all of
them;

“Security Documents” meaps that term as defined in the Offer Letter:
“Security Interest’? has the meaning given to it in section 2.2(a); apd

“Trade-mark® means any trade-mark referred to in seetion 2.1(b) and 2.1({) and “Trade-marks™
mezans all of them.

1.2. Governing Law

This Security Agreement will be governed by and construed in accordance with the laws of the
Province of British Columbia and the Jaws of Capada applicable therein.

1.3. Iocorporation of edules

The attached Schedules A, B and € are incorporated into and form part of this Secunty
Agrecment,

1.4. Headings etc.

The division of this Security Agreement into sections and subsections and the interdon of
headings arc for convenience of refersnce only and will not affect the comstruction or
intexpretation hercof,

2. SECURITY
2.1, rant ecnri t in 1P Collaternl

To secure the payment and performance of the Obligations (as defined below), the Guarantor
docs hereby mortgage, pledge and hypothecate to the Bank, and granis 10 the Bank a security
interest in, all of the following property (collcetively, the “TP Collateral™), whether now owmed
or hereafter acquired or existing:

(a) all right, title and interest of the Guarantor in and to any patents, including
without Jimitation, those registered or filed patents listed on Schedule A-1
and all reissucs, extensions or rencwals thercof, including without
limitation, all patent registrations made with the United States Patent and
Trademark Office and pending applications to register one or more patents
with the United States Patent and Trademark Office;
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®) all right, title and interest of the Guarantor in and to any trade-murks,
including without limitation, those lrade-marks listed on Schedule B-1
attached hereto and all eissucs, extensions or renewals thereof, including,
without limitation, all tradc-mark registrations made with the United
States Patent and Trademark Office, and pending applications to register
one¢ or more trade-marks with the United States Patent and Trademark
Office;

(©) all xight, title and interest of the Guaranior in and to any copyrights,
including without limitation, those listed on Schedule C-1 attached hereto
and all rejssues, extensions or repewals thcruof, including, without
limitation, ‘all copyright registrations made with the United States
Copyright Office and pending upplications to register onc or more
copyrights with the United States Copyright Office;

(D) all right, title and interest of the Guarantor in and to any trade names
confusingly similar to any of the foregoing rade-marks and all goodwill
in, to or associated with such trade names;

(e) the right (without obligation) to suc third partics for past, present and
future infringements of any of the IP Collateral described in this section
2.1 or 1o bring opposition, cancellation or expungement proceedings in the
name of the Guagantor or the Bank; and

[43] all proceeds of, and rghts associated with, the foregoing, inclading any
claim by the Guarantor against third parties for past. present or fumre
infangement or dilufon of any Patenr, Tradc-mark and Copyright
including any Patent, Trade-mark or Copyright registration or application,
or any license, or atising from or out of any actions refecrred to in section
(e).

22 Qbli ccured

(a2) The morigages, charges. pledges and security interests granted hereby
(collectively, the “Security Tnterest”) are granted as continuing collateral
security for the due payment and performance of all debts, liabilites and
obligations, present or future, direct or indirect, absolute or contingent,
matured or unmatured, joint or several, at any time due or aceruing duc of
the Guarantor o the Bank (collectively, and together with the expenses,
costs and charges set out in subscction (b) of this section 2.2, the
“Qbligations™).

(b) All reasonable expenses, costs and charges incurred by or on behalf of the
Bank in connection with the preparation and issuance of this Securty
Agreement, the perfection, preservation, protection. recordation in
governmental registries of the Security Interest and the enforcement of the
Bamk's rights and remcdics hereunder, including the realization of the wr
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Collateral, and incloding all legal fees (on a solicitor and solicitor’s own
client basis) and disbursements, court costs, receiver’'s or agent’s
remunecration and other expenses of taking possession of, repairing,
protecting, insuring, preparing for disposition, tealizing, collecting,
selling. licensing, ransferring, delivering or obtaining payment of the IP
Collateral, will be added to and form a part of the Obligations.

23. Attachment

The Guarantor and the Bank hereby acknowledge that (i) value has been given; (i) the
Goarantor has rights in the IP Collateral (other than aftcr-acquired IP Collateral); and (jii)
the Guaragtor and the Bank have not agreed to postpone the time of attachment of the
Secirity Interest

24. Scope of Security Interest

(a) Unti) the Security Interest will have become enforceable, the grant of the
Security Interest in the Intellectual Property will not affect in any way the
Guarantor’s rights to commerrially exploit the Inwellectual Property, to
defend the Intcliectual Property, to enforce the Guarantor’s rights in or
with respect to the Intellectual Property against third parties in any court
or to claim and be entitled to receive any damages with respect io any
infringement or violation thereof.

(b) The Security Interest will not extend or apply to the last day of any term of
years reserved by a License, but the Guarantor will stand possessed of any
such reversion in 1rust to assign and dispose thereof as the Bank may
direct.

() The Bank will not be deemed in any manner o have assumed any
obligation of the Borower under any License or otherwise relating to or
arising in conmection with any of the IP Collateral, nor will the Bank be
liable to any official body or party to a license or any other third party by
meason of any default by any person wvoder any contract. The Guarantor
agrees to indemnify and hold the Bank harmless of and from all liability,
loss, damage or expense which it may or might incur by reason of any
claim or demand against it based on its alleged assumption of the
Guarantor's duty and obligation to perform and discharge any terms,
covenants and agreements in any License or otherwise relanng to or
arising in connection with any of the IP Collateral.

(d) Tt is expressly acknowledged by the Quarantor that, notwithstanding any
right or authority granted to the Guarantor in this Secutity Agreement or in
any other agreement or instrurpent to deal with the [P Collateral, it is the
intention of the Guarantor and the Bank that (i) the Security Interest will
operate and be construed as a fixed and specific charge of all IP Collateral
in respect of which the Guarantor presently has rights, and as a fixed and
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specific charge of all after acquited IP Collareral which will arntach
forthwith upon the Guarantor acquiring rights therein, and (3i) the Sccurity
Interest will neither operate nor be construed as a floating charge.

2.5. Pexfection of Security Interest

Exeept for the filing of a financing statement with the Pcrsonal Property Registty for British
Columbia and filings with the United States Patent and Trademark Officc or the United States
Copyright Office, as the case may be, no authorization, approval or other action by and no notice
to or filing with any governmental authorily or regulatory body is required for any of the grant
by the Guarantor of the Security Interesr, the execution, delivery or performance of this Security
Agreement by the Guarantor, the perfection of the Security Interest or for thc exercise by the
Bank of its rights and remedies in respect of the IP Collateral.

26. Securi reeim

This Agreement has been executed and delivered by the Guarantor for the purpose of recording
the security interest of the Bauk in the IP Collatcral with applicable offices of public record in
the United States. The security interest granted hereby has been granted as a supplement to, and
not in substitution for and shall not in any way limit any other mortgage, charge, assignfent,
pledge, hypothecation or security interest granted in favour of the Bank including, without
limitation, the sccurity interest created under the GSA.

3. COVENANTS
3.1 ntor’s Dealing with I¥ Collaleral

Except as permitied by the Offer Letter, the Guarantor will not, without the prior written consent
of the Bank, sell, exchange, license, releasc or abandon or otherwise dispose of the [P Collateral
of create, assume or permit any mortgage, charpge, assignment or lien of or security interest or
other encumbrance in, on or of the IF Collatersl.

3.2. Maintenance of Registrations

The Guarantor will keep all registrations and applications of the Intellectual Properny in good
standing, and renew all registrations and file new applications where comumercially reasonable.
The Guarantor will not allow any registered or pending IP Collateral which is material to the
operation of the busipness of the Guarantor to lapse, expire, become abandoned, expunged orx
cancelled in the United Statcs Patent and Trademark Office, the United States Copyright Office
or other applicable office of public record in the Unitcd States.

33. Reporting

The Guarantor agrees (o provide to the Bank, within 60 days after the acquisition by the
Guarantor of any rights, titlc or intorest in or 1o any registerable or unregistcrable Intellcctual
Property, including any rights, title or interest in and to any Patent, Trade-mark or Copyright not
expressly identified in any of the Schedules hereto and the entitlement to the benefit of any
application or registration for any such Patent. Trade-mark or Copyright, written notice of such
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acquisition containing a detailed description of the Intcllectual Property so acquired and the
Guaranter agrees to execute and deliver at its own expense from tme to time amendments to this
Agrcement or the schedule hereto ar additional security agreements or schedules as may be
required by the Bank. The Guarantor will advise the Bank of the occurrcace of any event which
advcrscly affacts the status of the Intcllectual Property, including, without limitation, any
changes to the status of thc Intellectual Property resulting from cxpungement, cancellation,
expiration, non-rencwal, abandonment, apposition to, or ¢claim, action or suit against any of the
Intellectual Property.

34. Litigetion and Proceedings
The Borrower will:

(2) commence and diligently prosecute such suits, administrative proceedings
or other actions for infringement or other causes of actiom as are in its
reasonable business judgment necessary to protect the IP Collateral; and

(§5)) diligently defend all suits, administrative proceedings, oppaositions or other
actions brought by third parties in respect of the JP Collateral or use
thereof.

The Guarantor agress to provide to the Bank on reasonable request any information with respect
w any such suits, administrative proceedings or other action. Following the Guarantor becoming
aware thereof, the Guarantor will promptly notify the Bank of the institution of. or any adverse
determination in, any proceeding involving any IP Cellateral in any patent, trade-mark or
copyright office or regulatory authority, or in any court in the United States.

3.5. Protective Dishursements

If the Guarantor fails to perform any covenant on its part contained in this Security Agreement
then the Bank may, in its absolute discretion, but without any obligation, perform any such
covenant capable of being performed by it and, if any such covenant requires the payment of
expenditure of money, the Guarantor may muKe, but will be under no obligation to make, such
payment or expenditure, and all sums so paid or expended by the Bank will be immediarely
payable by the Guarantor, will bear interest at the highest ratc sct forth in the Offer Letter unul
paid and will be secured hereby, having the benefit of the Security Interest hereby created in
priority to the other indebtedness secured by this Security Agreement. No such performance or
payment will relieve the Borrower from any default under this Security Agreement or any
consequences of such default.

4. RE AT] WARRANTIE
41. Guarantor’s Representations and Warranties.
The Guarantor hereby represents, warrants and covenants thar:

(a) All registrations for the IP Collateral set out in Schedules A, B and C are
valid and subsisting and:
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6)) at a] times subsequent to its acquisition of the IP Collateral, the
Guarantor has; and

(i to the best of the Guarantor's knowledge, due and diligent inquiry
having been made, the Guarantor has,

maintained direct or indirect control over the character and quality of the wares
and services in association with which the IP Collateral has been used so that
nene of the IP Collateral has not lost its distinctiveness.

(b) The Guarantor is or wili be thc owner of the Intellectual Property, free and
clear of any mortgages, charges, plcdges, assignments, security interests or
other encumbrances, and has the exclusive right to usc and to grant others
the right to use the Inte]lectual Property.

5 ENFORCEMENT.
5.1. Default

The Security Interest will be and become enforceable against the Guarantor upon the eadier of
any demand for payment being made by the Bank under the Offer Letter or upon the occurrence
of an Event of Default (as that term is defincd in the Offer Lerter).

5.2. Remedjes

Whenever the Security Interest has become enforceable, the Bank may realize vpon the IP
Collateral and enforce the rights of the Bank by

(a) sale, assignment, license, sub-license, grant of rights or options te
purchase or any other disposal of the IP Collateral and, if applicable, any
goodwill associated therewith;

) collection of any proceeds arising in respect of the IP Collateral;

() the exercise of any contractual, legal or other rights or interests of the
Guarantor under or in respect of the IP Collateral;

(d) the institution of proceedings in a court of competent jurisdiction for the
appointmment of a receiver of the IP Collateral;

(=) the appointment by instrument in writing of a receiver or agent of the TP
Collateral and the removal or replacement of such receiver or agent from
time to time;

() the institntion of proceedings in any court of competent jurisdiction for
sale or foreclosure of the TP Collateral;
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(g) filing proof of claim and other documents to establish claims and any
proceeding relating to thc Guarantor; and

(h) any other remedy or procecding authorized or perrnitted by any applicable
Iaws.

In addirion, upon the occurrence of an Event of Default the Guarantor will grant to the
Bank a royalty-frcc exclusive licensc to use the Infellectual Property, to the exrent
necessary to enable the Bank to use, possess or realize upon the IP Collareral

Such remedics may be exercised from bme to time scparately or in combination and ar:
in addition to and not in substitution for any other rights of the Bank however created,
The Bank may procesd by way of any action, suit or other proceeding available at law
and no right, remedy or power of the Bank will be exclusive of or dependant on any
other. The Bank may exercise any of its nights, remmedies or powers separately or in
combination and at any time. The Bank will not be bound ta exercise any such rights or
remedies, and the exercisc of such nghts and remedies will be without prejudice to the
rights of the Bank and the Bank in respccrt of the Obligations including the right to any
claim for any deficicncy.

5.3. Additional Rights

In addifion to the remedies of the Bank set {orth in sccion 5.2, the Bank may whenever the
Security Intercst has become enforccable, domand, commence, continue or defend any judicial or
administrarive proceedings for the purpose of protecting, seizing, collecting, realizing or
obtaining possession or payment of the IP Collateral, and give valid and etfectual receipts and
discharges therefore and ¢ormpromise or give time for the payment or performance of all or any
part of the accounts or any contact or any other obligation of any third party to the Guarantor
relating to the IP Collateral.

54. Appointment of Aftorney

The Guarantor hereby irrevecably appoints the Bank (and any officer thereof) as attorney for the
Guarantor (with full power of substitution) to cxercise, whenever the Security Interest has
become enforceable, in the name of and on behalf of the Guarantor any of the Guarantor’s right
{including the right of disposal), title and interest in and to thc [P Collateral including, without
limnitation, the execution, endorsement and delivery of any agrecements, documents, instruments
and any notices, reccipts, assignments or verifications. All acts of any such attomey are hereby
rutified and approved, and such attorney will not be liable for any act, failure to act or any other
matter of thing in connection therewith, cxcept for its own negligence or willful misconduct.

6. GENERAL
6.1. Release of Security Interest

Upon payment in full of all Obligations and the termination and permanent cancellation of the
Bank's obligations and commitments under the Offer Letter, the Bank shall, at the Guarantor’s
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expense, execute and deliver o the Guarantor all instruments and other documents as may be
necessary or proper to release the Security Interest in the IP Collateral.

6.2. No Merger

No judgment recovercd by Bank will operate by way of merger of or in any way affect the
Security Interest, which is in addition o and neot in substitution for any other security now or
hereafter held by the Bank in respect of the Obligations.

6.3. Acknowledgement

The Guarantor does hereby further acknowledge and affirmn that the rights and remedies of the
Bank with respect to the Security Interest in the IP Collateral granted hereby are more fully set
forth in the Offer Lerter, the terms and provisions of which (including the remedies provided for
therein) are incorporated by reference herein as if fully set forth herein.

6.4. Waivers

No amendment, consenl or waiver by the Bank will be effective unless made in wriling and
signed by an authotized officer of the Bank and then such amendment, waiver or consent will be
effective only in the specific instance and for the specific purpose for which it is given.

6.5. Further Assurances

The Guarantor will from time to time, whether before or affer the Security Interest will have
become enforceable, do all such acts and things and cxecutc and deliver al] such deeds, transfers,
assignments and instruments as the Bank may reasonably require for the protection of the IP
Collateral or perfecting the Security Interest and for exercising all rights. remedies, powers,
anthorities and discretions hereby conferred upon the Bank, and the Guarantor will, from time to
time aftcr the Security Intercst has become enforceable, do all such acls and things and execute
and deliver all such deeds, wansfers, assignments and instnunents as the Bank may require for
facilitating the sale or other dealing with the IP Collareral in’ connection with any realization
thereof including the execution and delivery of assignments of the Patents, Trade-marks and
Copyrights in form acceptable to the Bank for filing with thec applicable public office in the

United States,
6.6. Copy of Apreement and Financing Statement
The Guarantor hereby:

{(a) acknow]edges receiving a copy of this Security Agreement;

™) waives all rights 1o rcecive from the Bank a copy of any financing
statement, financing change statement or verification statement filed at
any time or fyom time to time in any personal propesty security or similar
Tegistry in any jurisdiction ss the Bank or its solicitors may reasonably
require, in respect of this Security Agreement; and
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(<) waives all rights to receive from the Bank a copy of any [iling statement
fifed ot any time or from ume to time at the United States Patent and
Trademark Office or the United States Copyright Office in respect of this
Security Agreement.

6.7. Successors and Assizns

This Security Agreement will be binding vpon the Guarantor, its successors and permitted
assigns and will epure 1o the benefit of the Bank and its successors and assigns. The Guarantor
may not assign or novate any of its rights or obligations under this Security Agreement withour
the prior written consgent of the Bank. All rights of the Bank hereunder will be assignable in
accordance with the terms of the Offer Letter.

IN WITNESS WHEREOF the Guarantor hereto has caused this A greement to be duly executed
and delivered by its officer thereunto duly authorized as of the day and year first above wiitten.

FRIORITY MANAGEMENT IN ATIONAL INC.

by its authorized signatory:

By:
Authorized Signatory \
Director ar Officer
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SCHEDULE A-1

United States Registered or Filed Patents

NIL
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Schedule B-1

United States Registered or Filed Trademarks

Application Serial No.

Application Date

Trademark or or
Registration No. Registration Date
PRIORITY 76/366,299 January 31, 2002
PRIORITY (Stylized) & 2,228,318 March 2, 1999
Design
PRIORITY MANAGER 2,209,176 December 8, 1998
(Stylized) & Design
PRIORITY MANAGEMENT 1,566,799 November 21, 1989
& Design
TIME:TEXT 1,452,075 August 11, 1987
PROFILE 1,335,493 May 14, 1985
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SC ULE C-1
United States Registered or Filed Copyrights

NIL
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