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Harrig Law Practice LLC

6351 Lakeside Drive
Suite 2100
Reno, Nevads 83513
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STEPHEN R. HARRIS, ESQ.
Nevada Bar No. 001463
HARRIS LAW PRACTICE LLC
6151 Lakeside Drive, Suite 2100
Reno, NV 89511

Telephone: (775) 786-7600

E-Mail: steve@harrislawreno.com

Attorneys for Revested Debtors

UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF NEVADA

I
INRE: Case No.: BK-13-52337-btb
(Chapter 11)
: REVESTED DEBTORS® MOTION FOR
DAVID M. SEMAS and )
SUSAN O. SEMAS, ORDER AUTHORIZING SALE OF

PERSONAL PROPERTY (11 US.C.
§363(b) and ()}

Debtors.

DATE: February 22, 2017
TIME: 2:00 p.m.

Est. Time: 20 minutes

Set by: Calendar Clerk

DAVID M. SEMAS and SUSAN O. SEMAS, husband and wife, Revested Debtors
heremn ("Revested Debtors"), by and through their attorney STEPHEN R. HARRIS, ESQ. of
HARRIS LAW PRACTICE LLC, hereby file their REVESTED DEBTORS’ MOTION FOR
ORDER AUTHORIZING SALE OF PERSONAL PROPERTY (11 U.S.C. §363(b) and ()
(“Motion™), and state and allege as follows:

FACTS

1. On December 11, 2013, Debtors David M. Semas and Susan O Semas filed their
Voluntary Petition for relief under Chapter 11 of the United States Bankruptcy Code. On April
6, 2015, this Court entered its ORDER CONFIRMING DEBTORS’ SECOND AMENDED
PLAN OF REORGANIZATION, AS AMENDED (Docket No. 321) (“Confirmation Order™).
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As a result of the Confirmation Order, the assets of the bankrupt estate revested in the Debtors
upon Plan confirmation, thereby making them Revested Debtors.

2. Revested Debtor David Semas previously scheduled a 20% ownership interest
(“Semas Ownership”) in Metalast International, LLC, a Nevada limited liability company
(“MILLC”), and Revested Debtor David Semas also scheduled a claim against MILLC for
unpaid wages, bonuses and promissory notes payable (collectively the “Semas Claims™).
Unbeknownst to Revested Debtor David Semas, during the course of the State Court
recetvership of MILLC, the Receiver changed the name of MILLC to MI94, LLC, a Nevada
limited liability company. While the assets of MILLC/MI94 were purchased by certain parties
pursuant to a State Court Order, the ownership of MILLC/M194 did not change. Additionally,
Revested Debtor David Semas is the owner of the Metalast Trademark, also as previously
scheduled with the Court.

3. Revested Debtors have received an offer from MI-16, LLC, a Nevgda limited
liability company (“Buyer™), for a) the purchase of the Semas Claims, including the surrender
and release of any claim for unpaid wages, bonuses and/or promissory notes payable held by
Revested Debtor David Semas against MILLC and/or MI94, LLC, b) for the purchase of the
Sernas Ownership, and ¢) for the purchase of the Metalast Trademark, for the total sum of
$7,500,000.00, payable upon the following terms and conditions:

a. Within thirty (30) days from approval of this Motion by the Court, the Buyer

will pay the sum of $100,000.00 to the bankrupt estate of the Revested Debtors, to be

applied to the outstanding post-confirmation attorney’s fees owed to Harris Law Practice

LLC (estimated at $50,000.00) and to Hoy Chrissinger Kimmel, PC (estimated at

$50,000.00). Additionally, the Buyer shall pay $25,000.00 to Metalast International,

Inc. (“MII”) and $25,000.00 shall be paid to Metalast, Inc. (“MTT"), which entities, in

exchange for payment of these monies, will amend their articles of incorporation to

change their names so that the companies no longer utilize the term “Metalast” as part of

the corporate names;
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b. Revested Debtor David Semas shall transfer and assign all rights to the Metalast
Trademark to MI-16, including the right to defend the pending Petition For Cancellation
now pending with the United States Patent and Trademark Office Before the Trademark
Trial and Appeal Board (“TTAB”) in Case No. 92064833. Due to the fact that a Motion
for Partial Summary Judgment is pending before the United States District Court, on
January 18, 2017, David M. Semas, in Pro Se filed a motion before TTAB under Rule
2.117(a) Suspension of Proceeding, seeking to suspend the Petition for Cancellation of
the Metalast Trademark that was filed by the Meilings on or about November 16, 2016;
c. Within thirty (30) days of entry of the Court Order approving the sale, the
Buyer’s offer to purchase herein shall be evidenced by execution of a Senior Secured
Promissory Note in the stated principal amount of $7,350,000.00, coupled with
execution of a Security Agreement joined with a filed UCC-1, and after payment of the
initial non-refundable $150,000.00, the principal amount of $7,350,000.00 shall accrue
interest at the rate of 6% per annum and will be all due and payable within three (3)
years from the date of funding of the initial deposit, or within ten (10) days of receipt of
a settlement or court award in the class action law suit that has been filed in the United
States District Court, captioned as Jerry Alexander, et al. v. Dean Meiling, Madylon
Meiling, James Proctor, Janet Chubb, Chemeon Surface Technology, LLC, Metalast
Surface Technology, LLC, D&M-MI, LLC, DSM Partners, Ltd.,, Meiling Family
Partners, Ltd., and Meridian Advantage; Case No. 3:16-cv-00572-MMD-VPC (“Investor
Litigation™), Copies of the Senior Secured Promissory Note and the Security
Agreement are both attached hereto as Exhibit A. Upon approval of this Motion by the
Court, and payment of the non-refundable down payment by the Buyer, Buyer shall seek
to become a member of the proposed Class in the Investor Litigation; and

d. Until such time as the $150,000.00 down payment is paid, Revested
Debtors shall retain the right to terminate the transaction at their sole and complete
discretion, notwithstanding Court approval of this proposed sale. Further, Revested

Debtors reserve the right to sell the Metalast Trademark to a third party for any amount
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of cash or consideration as they deem reasonable, subject to Court approval, in which

case the Buyer may still purchase the Semas Claims.

LEGAL ARGUMENT

4. This Court has jurisdiction over this matter by reason of 28 U.S.C. 157(b) and
1334(a). This is a core matter by reason of 28 U.S.C. §§157(b)(2)(M), (N) and (0).

5. Bankruptcy Code § 363(b) provides that “the trustee [or debtor-in-possession],
after notice and hearing, may use, sell, or lease other than in the ordinary course of business,
property of the estate.” This provision generally allows a trustee, subject to court approval, to
sell property of the estate outside of the ordinary course of business when proposed sale is a
sound exercise of trustee’s business judgment and when the sale is proposed in good faith and

for fair value. Committee of Equity Security Holders v, Lionel Corporation (In re Lionel

Corp.), 722 F.2d 1063, 1070 (2d Cir. 1983); In re Ernst Homes Center, Inc., 209 B.R. 974, 980

(Bankr. W.D. Wash. 1997); Walter v. Sunwest Bank (In re Walter), 83 B.R. 14, 1988 Bankr.
LEXIS 579, 18 Collier Bankr. Cas, 2d (MB) 26, 17 Bankr. Ct. Dec. 101 (B.A.P. 9th Cir. Cal.
1988);. When a debtor articulates a reasonable basis for its business decisions, “Courts will
generally not entertain objections to the debtor’s conduct.” Committee of Asbestos-Related

Litigants v. Johns-Manville Corp. (In re Johns- Manville Corp.), 60 B.R. 612, 616 (Bankr. S.D.

N.Y. 1986). In making such a determination, courts may look to the following factors, not all of

which are relevant here:

1. Has the debtor articulated a business justification for the request;
2. Is it good business judgment for the debtor to enter into the proposed transaction;

3. Will the proposed transaction further the dirverse interest of the debtor, creditors and
equity holders alike;

4. Is the asset increasing or decreasing in value;

5. Does the proposed transaction specify terms for adoption of the reorganization plan;
and




Harpis Law Practice LLC
6153 Lakoside Drive
Suite 2100
Reng, Nevada 89511
{775} 7HE 7600

[ N o N I e . DT - T = B o SR

[0 T NG R N R G S Y N0 TN S JUNE S S N YO o OO0 OO
o = 1 T O S - RN o TR '+ TP, S o SN O TS » S U T N Ty

Case 13-52337-btb Doc 518 Entered 01/23/17 11:30:01 Page 5 of 20

6. Will approval of the proposed transaction effectuate a de facto reorganziation in such
a fundemental fashion as to render creditors’ rights under the other provisions of
chapter 11 meaningless?

In re Work Recovery, 202 B.R. 301, 1996 Bankr. LEXIS 1405 (Bankr. D. Ariz. 1996); In re
Wilde Horse Enterprises, Inc., 136 B.R. 830, 1991 Bankr. LEXIS 2028 (Bankr. C.D. Cal. 1991)

sold.”™).

(“In any sale of estate assets, the ultimate purpose is to obtain the highest price for the property

11 U.S.C 363(f) further provides:

f) The trustee may sell property under subsection (b) or (¢) of this section free and clear

of any interest in such property of an entity other than the estate, only if—

(1) applicable non-bankruptcy law permits sale of such property free and clear of such
interest;

(2) such entity consents;

(3) such interest is a lien and the price at which such property is to be sold is greater
than the aggregate value of all liens on such property;

{4) such interest is in bona fide dispute; or
(5) such entity could be compelled, in a legal or equitable proceeding, to accept a
money satisfaction of such interest.

Rule 6004(t) of the Federal Rules of Bankruptcy Procedure provides that “{a}ll sales

not in the ordinary course of business may be by private sale or by public auction.” A trustee
has broad discretion in determining the manner of sale, including whether to sell property by
public or private sale. In re Canyon Partnership, 55 B.R. 520, 524 (Bankr. S.D. Cal. 1986; In
1e Frezzo, 217 B.R. 985, 989 (Bankr. M.D. Penn. 1988). Sales of property other than in the

ordinary course of business of a debtor are to be approved only after notice and a hearing.
Sections 363(a) and (b). A trustee or debtor in possession is entitled to utilize its business
Jjudgment in determining the merits of a sale such as the one contemplated in this Motion.

The rule is as stated in Southwestern Media, Inc., v. Rau, 708 F.2d 419 (9" Cir. 1983):

“The decision concerning the form of sale therefore rested within the business
Judgment of the trustee. Liability will not be imposed for the exercise of such
judgment, absent negligence. See Mosser v. Darrow, 341 U.S. 267, 272-73, 95
L. Ed. 927, 71 8.Ct 680 (1952); In re Cochise College Park, Inc.. 703 F.2d 1339,
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6. The Revested Debtors are charged with the duty of liquidating the Revested
Debtors’ non-exempt assets pursuant to the terms of their confirmed Plan, and are entitled to
exercise their business judgment in determining how to best liquidate their non-exempt assets
i order to obtain a fair market value for those assets to be sold. Further, the confirmed Plan
called for the Revested Debtors to market the Metalast Trademark for sale, a process that has
been hindered by the constant and multiple litigation efforts of Madylon and Dean Meiling
and Chemeon Surface Technology, LLC (collectively the “Meilings”). Ownership of the
Metalast Trademark is the Revested Debtors’ most valuable non-exempt asset, and the assets
to be sold herein are not encumbered

7. As this Court is well aware, the Metalast Trademark has been the subject of
significant dispute during the course of this Chapter 11 case. In a settlement agreement that
resulted from a mediation with Judge Gregg Zive and approved by this Court on March 11,
2015 (Docket No. 305), the parties agreed that the Meilings would no longer utilize the term
“Metalast” in any fashion after a 90 day period, and that the ownership of the Metalast
Trademark was specifically determined to be the personal property of Revested Debtor David
Semas. In spite of that Court approved settlement agreement, the Meilings, through Chemeon
Surface Technology, LLC, have continued to use the Metalast Trademark, and have instituted
and are still pursuing litigation in the United States District Court as Case No. 3:15-cv-
000294, which litigation seeks to nullify Revested Debtor David Semas’ ownership of the
Metalast Trademark. Additionally, the Meilings have now initiated and filed a PETITION
FOR CANCELLATION with the United States Patent and Trademark Office (“USPTO™),
before the Trademark Trial and Appeal Board (“TTAB”), Cancellation No. 92064833. All of
the Meilings’ efforts to separate the Metalast Trademark from Revested Debtor David Semas
without compensation have continued, even while the Meilings have attempted to determine
who Revested Debtor David Semas may be negotiating with for the sale of the Metalast
Trademark (see Docket No. 446 — Request for Production Number 9) and complaining that
the Revested Debtors have not complied with their confirmed Plan by not selling the Metalast

Trademark,
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8. There is ample justification for approving this proposed sale. The Metalast
Trademark and Revested Debtor David Semas’ potential interest in and claims against
MILLC/MI94, LLC, are the estate’s largest remaining non-exempt assets. The sale of these
assets may provide sufficient proceeds to make payment to the remaining allowed general
unsecured creditors estimated at $2,500,000.00 to $3,000,000.00 over the life of the
confirmed Plan, and will eliminate ongoing legal expenses to the Revested Debtors in
defending Revested Debtor David Semas’ ownership of the Metalast Trademark. While it is
anticipated that the Meilings will object to the proposed sale detailed herein, the ultimate
transfer of these assets to a third party will resolve trademark issues as they relate to the
Revested Debtors, and will allow for closure of this long-running Chapter 11 case after the
Senior Secured Promissory Note is paid.

9. Revested Debtors respectfully request that the proposed sale proceed foward
subject to overbid(s) in open Court, however, the potential overbidding buyer would only be
purchasing the Metalast Trademark, and would not acquire the Semas Ownership interest in
MILLC/MI94, nor would it acquire any claims of Revested Debtor David Semas for unpaid
wages/bonuses and promissory notes payable from MILLC/MI94.  Further, as the
overbidding buyer would only be acquiring the Metalast Trademark, that overbidder would
be required to pay the entire purchase price to the Revested Debtors within five (5) days of
entry of the Court Order approving the sale. Any overbid must exceed the estimated value of
the Metalast Trademark of $2,350,000.00, by at least 5%, with bids thereafter to be made in
increments to be established by the Court. Further, any potential overbidder(s) must provide
written proof of funds available to consummate the transaction to the Revested Debtors’
attorney at least 24 hours prior to the scheduled hearing for approval of this sale, and must
also concurrently provide a cashier’s check payable to the Client Trust Account of Harris
Law Practice LLC for a minimum amount of $150,000.00.

Revested Debtors request that the Court order that the proposed sale of the Semas
Claims, the Semas Ownership and the Metalast Trademark not be subject to the 14 day stay
provisions of Fed. R. Bankr, P, 6004(h).
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CONCLUSION

Based on the foregoing, the Revested Debtors respectfully request that this Court enter
its Order authorizing the Revested Debtors to a) sell Revested Debtor David Semas’ 20%
interest in MILLC/MI94, to sell the Metalast Trademark and to surrender and release David
Semas’ claims of unpaid wages, bonuses and promissory notes payableagainst MILLC/MI94,
LLC, for a total of $7,500,000.00, upon the terms and conditions set forth above; b) for a waiver
of the stay provisions contained in FRBP 6004(h); c) execute any documents necessary in order
to effect the transfer of these assets; d) for an Order that the Buyer is deemed a good faith
purchaser and is protected by the “safe harbor” provisions contained in 11 U.S.C § 363(h); and
¢) for such other relief as the Court may deem appropriate under the circumstances.

Dated this 23rd day of January, 2017,

STEPHEN R. HARRIS, ESQ.
HARRIS LAW PRACTICE LLC

/s/ Stephen R. Harris

Attorneys for Revested Debtors
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SECURITY AGREEMENT

THIS SECURITY AGREEMENT (this "Agreement”} is made and effective as of
this 200 day of January, 2017, by and between Manager MI-16, LLC, a Nevada Hmited
Hability company UMI-16" or "Debtor”™ and Bavid ¥ Semas, an individuas! or his
nomiges (Hereinalter "Secured Party™). Debtor and Secured Parly agree as follows:

WITNESSETH

WHEREAS, Debtor has, executed a Senior Secured Promissory Note
{"Promissory Note™) in favor of Secured Party, An important term and consideration
of the Promissory Note is Debtor's agreement o enler Inte this Agreemaent for the
beaelil of Secured Party whereby Debtor will grant, transfer and assign to Secured
Party 3 superior, unsubordinated securily mnterest in and (0 the collateral, as defined
Below &g security tor Debior's repayiment of the Promissory Mote; and

WHEREAS, Deblor inntends to secure Hs oblizations 1o Secured Party ag
specifind in the Promissory Note by granting 2 security interest in all of Debtor's
rights, tide and interest to incduding, withoot mitation s intellectual proporty,
copyrights, partnership agreements, 2l other contracts, scoounts receivable and all
amounts received from awards of the Court, legal settiements from privale parties,
insurance carriers, fnancial institutions or the U Sovernment (hereinafter
"Collateral”™). The Collatera! owned by Debtor pursuant to the provisions of this
Agreement and the Promissory Note, a copy of which is attached herero as Exhibit A"
and incorporated hersin as i set forth in full; and

WHEREAS, pursuant to the Oporating Agreoment of Debror, the Debior's
Manager has full, exclusive and complete authority to act for Debtor in all matters,
without Preferred or Common interests owners approval, including, without
Himitsdon, approval of all contracts, promissary notes and other Instruments which
the Manager may suthorize, including this Agreement.

NOW, THEREFORE, in consideration of the above-stated rocitals, cach and
svery one of which are true and accurate, and an impeortant term and condition of this
Agreement and incorporated intn this Agreement as though set forth verbatisn below
and upon the lollowing torms and provisions, the parties horetn agree as fellows:

1. Grantof Security Interest Providing Debtor pays the Secured Party the
surn of S150.000.00 as a down payment in accordance with paragraph 2 of the
Promissory Note attached hereto as Exhibit A Debtor hereby grants, transfers and
assigns w0 Secured Party, 188 successors and assigns, & security interest in alt of
Debtor's rights, title and interest in s Collatera) including all of the above-referenced
property, whether now owned or subseguently acguired and wherever located, of
every kind and description, and shall include all rangible and intangible persona!
property, and shall include every deposit account of Debior with any financial or

Heenrity Agpreermunt & Prosissery Hute Feoe | of &
hii-1h, 1100
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bunking institution, and any other clalm of Deblor against any person or entity, and all
money, instruments, securities, documents, chattel paper, claims and any other
proparty of Debter, incduding prececds,

Iy addizion to the above-deseribed Oollatersl, there is also included within
the securily interest granted (o Secured Party in this Agreement, any and all other
assets of Debtor, the purpose of this Agreement being that all property of Debtor of
every kind and nature, and all beneficial interests belonging to or to which Debtor
may be entitled, and all property and assets that shall after the effective dute of this
Agresment come into the possession of or belong to Debtor, are included within the
scone of this Agreement,

Z. Hepreseatations and Warranties Concerning Collaterak The Debior
further represents and warrants to the Secured Party that the Debtor i3 the owner of
the Colfateral, froe from any right or clahm or any person or any adverse Hen, security
interest or other encumbrance, except for the security interest created by this
Aereoment,

3. Filing Financial Statements; Further Acts: The Secured Party, inits
sole ¢iscretion, may file one or more Financial Statements {including initial Grancing
statements, amendments and extensions thereto]} under the Uniform Commercial Code
adopted by the Swmte of Nevada in any appropriste filing office, naming Debtor as
cebtor and Secured Party as secured party, and indicating the Collateral specified in
this Agreement. Without prior written consent of Secursd Party, Debtor shall not fle
or permit to e filed any Financing Statement in which Secured Party i3 not named as
the sole senior secursd Secured Party. Deblor further agrees, at the request of Secured
Party, to promptly take 3il other actions Secured Party dotermines to he necessary or
useful for the allachment, perfection and {irst priority of, and the ability of Secured
Party W enforce the security interest in the Coliateral. Sccured Party may record this
Agreement, an abstract theraul, o1 any other document describing Secured Party's
brierest in the Collateral with any applicable 11 §. federal agency, at the expense of
Debior

4, Termination: Deblor and Secured Party agree that, upon Debtor's
sutisfaction of &l puyment and other obligations under the Promissory Note as
specified pursuant W its terms, specifically pursvant to Paragraph 8 of the
Promissory Note, Secured Party will releass 2l secusity interesis in Deblor's
Collateral and will release any UCC Financing Statement filed with the Nevada
Secretary of Swate. Upon Debtor's satisfaction of sl payment and other obligations
under the Promissory Note, Secured Parly agrees that it shall execute such
instrement or instrumenis reasonably reguired by Deblor Wo release, cancel and
rescind this Agreement and UCE Financing Statement, which has been Slad,

5. Defauit  Undl default, Debtor may have possession of the Collateral and
use it in any awful manser, and upon default Secured Party shall have the immediote
right to the possession of the Collateral. Debtor shall be in defauit under this Security

Segurily Agrosinaen & Prombaoy Mok Pogse T ol'f

Mi-f4, LLC
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Agresment upon the happening of any of the following svents {an "Byent of Default™:

{2} defaultin the payment or performance of any obligation, covenant or
Liability contained or veforred o in the Promissory Note or in this
Securiy Agreement; or

fh}  loss, theft, damage or destruction (o or of any of the Colisteral which
shall materidglly and substantially diminish the aggrogate value of the
Collaterad, the sale or encumbrance of any of the Cotlateral, or the
making of uay levy, ssizoure ge attachmoent on or to the Collateral

tpon an event of Default and at any tme thereafter, Secured Party may declare
the Promissory Note bnmediately due and paysble and shall hove the remediss of a
securesd party under the applicable provisions of the Uniform Commercial Code
adopted by the State of Nevada [the "Code™). Secured Party may require Deblor to
assemble the Coliatersd and deliver ¢r make it available to Secured Party ata place to
be designated by Secured Party which is reasonably convenient both purties

Deblor sgrees 1o pay o Secuved Party in zddition to the indebiedness secure
hereby, &l expenses of retaking, holding, preparing for sale and selling lncurred by
Secured Party in connection with realization on the Collaters! including reasonable
strarneys’ foos ond costs. In addition, In the event suit or zetion is institured o
enforce or interpret this Aprecment {Including without Hmitation efforts to modily or
vacale any automatic stay or injuncrion]), the prevailing party shall be entitled to
recover all expensey reasonably incurred e, before or sfter trial and on appeal
whothor or not taxable as costs, or in any bankruptey procesding, including, witheut
linddtation, atterneys’ lees, wilness fees {expert and otherwise], deposition costs,
copving charees and other exoenses,

secured Party's rights under this Agreement, on the defauit of Debtor, shall be
i addilion W those rights and remedies of Secured Party as provided the Promisce of
e Promizssory Motz

6. Deblor's Secured Parties: Debtor's Manager shall reflect on the books
and records of MI-16 thal Secured Party enjovs a senior socured position as a creditor
of the Deblor in the amount of $7,350,000.00, plus accrued interest as adjusted on g
monthly busls, and that all ether creditors of Debtor, except as provided in paragraph 3
of the Promissory Note shall he subordinate to Secured Party's rights as provided in
this Agreement and in the Promissory Note. All of the Collatersl sublect o this
Agregment is or the security of Secured Party, and for the performance of the orms of
the Promissory Mot

Seourlty Aprecenens & Proolssory Mg Page 3 aft
A6, LLL
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7. Miscellaneous Provisions:

a. Any notice, demand, reguest or other instrument, which may be given
under this Agreement shall be delivered in person ur sent by United States cortified
matl, postage prepaid, and shall he addroessed:

To Secured Parly:

Davigd M. Semas

G006 Wilbur May Parkway
Uniy 24806

Renn, NV 89521

Yo Debior:

Bii-14, LI

Artention: Muarce Harrls and jeffrey M, Mackinen, Co-Managers
PO Box 1311

Minden, NV 894373

B This Agreement shall be construcd according to the laws of the Swre
uf Nevada as smended from te (o time, Venue of any proceedings brought to
enfurce the Promissory Note shall be in the ULS. District Court, Disteict of Novada.

. Failare of the Secored Party to exercise any right or remedy
hereunder or under applicable law shall not constitute 3 waiver of the right to
exercise the same right or remedy in the event of any subsequent defauls, orin the
event of any continuance of any existing default,

d. No provision of this Agreement shall be modified except by written
instrument expressly referving to this Agreement and 1o the provision modified, and
signed by Secured Party and Deblor, This Agreement and its provisions are bindingon
the heirs, executors, administrators, assigns or successors of Secured Party and
Debtor, ‘

g. Thewaiver by either party of any breach of any term, covenant or
condidon hereln contained shall not be deemed 1o be & walver of such torm,
covenant, or condition, or any subseguent breach of the same, or any other term,
covenatl or condition hereln contained. The subsequent zeceptance hereunder by o
parey hereto shall not be deemed to be a waiver of any preceding breach by the other
party of any term, covenant or condition, No term, covensnt or condition of this
Agreement shall be deemed o have been waived hy cither party unless such waiver
is in writing signed by both parties.

f. I for any reason whatsoever any one or more of the provisions of this

Recurity Agrecumnl & Fromisory Moty Prge 4 ol'd
SE-14 LLO
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Agreement shall be held or deomed to be itlegal, inoperative, unenforceable or invalid
as applied to any particalar case or in sl cases, such bolding or determination shall nat
have the offect of rendering such provision iHegal, inoperative, unenforcsable or
invalid in any other case or of rendering any of the other provisions of this Agreement

illegal, inoperative, unenforceable or invalid. Furthermore, in lieu of each illegal,
invatid, unenforceable or inoperative provision, the provision shall be construed so as
a0t Lo be an illegal, invalid, unenforceable or Inoperative provision. The remainder of
this Agreement, and the application of such provision, covenant or condition o
parsons or circumsiances olher than those as to which it is held or determined to be
illegal, invalid, inoperable or unenforceable shall not be alfected thereby, and sach
worm, covenant or condition of this Agreement shall be valid and enforced to the fuliest
extent permitted by faw.

g This Agrecment and the Promissory Note sets forth sl (e covenants,
promises, agreementy, conditions and understendings between Debtor and Secured
Party concgriring the Collateral, and there dre no covenants, promises, agresments,
conditiens or understandings either oral or wrilten between them olhes than as are
herein set forth. Excoptas hevein otherwise provided, no subiseguent alteration,
smendment, change or atddition o this Agresment shall be binding upon Debtor and
Secured Party unless reduced to weiting snd sisned by both of them.

h. The headings appearing in this Agreement are inserted anly as a matter
of comvenience, and in no way defing, lmit, construe or describe the scope or intent of

L This Agreement may be executed in any number of counterparts, cach of
which shall be deemed an original but 2l of which shall constitute one in the same
instrument; but in making proof of this Agreement, it shall not be necessary to produce

or account for more then one such counterpart. Itis not necessary that each party
herele execute the same counterpart so long as identical counterparts are executed by
all parties.

j- The parties agroe that they have had an opportunily to have this
Agresment reviewed by each party's respeclive counsel. The parties sgree that this
Agreement has been mutually prepared. Since the Agreement was mutually nrepared,
the terms of this Agreement shall nol be construed or interpreted sgainst any one
pariy hersto,

. Any righzs not expressly granted berein are reserved.
8. Successers: The rights and obligations of the parties fo this Agreement

shall inure o the benefit of and be binding vpon the parties hevetv and their respective
SUCLCSSOTS, ereculors, administralors and heirs,

Security Agreement & Promissery Ko Fape F ol e
BALA, 150
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9. Amendments. This Agreement shall not be amended, altered or modified
except hy written instrument signed by Finder and the Company.

18, Eomg}imﬁ Agreement. This Agreement sels forth the entire under a&mémg
of the parties hergto md supersedes all prioe contracts, sgreements, communications,
representations, worrants, whether oral or written, by any party hereto,

PN OWTTRESS Wﬁ%ﬁﬁﬁ? thiy Agreement has been executed a5 of the date firs
abive-written.

"DEBTOR™

Aitp— wfﬁgﬁ
Mare rém‘rﬁ; i,s;a Lﬁawgw
%ﬁ Eﬁ» 9 x’?f Kevads fj’x/;te#} -liability company

iv: fw/ L

—,

%ﬁﬁ’g&‘{ ’%ﬁ M;éﬁﬂm Co-Manager

MI-16, LLC, & Nevada lmited liability company

“saﬁgﬁmwf
K ”’i %u M@vf
W % R AF
BAVID B, ‘SEMF&MH individusl

ety Agresmend & Promssosy Mok Fagne bl 6
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ERIBIT =47
PROMISSORY BOTE

SENIOR SECURED PROMISSORY NOTE

Heno, Nevada
fanuary 20, 2017
FOR VALUE RECEIVED, MI-16, » Nevada limited Hability company [*ME-167)
["Provsisor”), snd David M. Seras, an individual ("Promisee” or “Semas™} and Scwmas
as President/OBQ of Metalast Internationsd, Inc, [“MI™) and Semas as President /CED
of Metalast, b, ["MTI7), both Nevads corporations, enter into this senior secured
promwissory note {"Promissory Note™], subject to terms, conditions and provisions as

herein dofined.

1. Promisor and Promisce agree that as of the date of approval of this
Promissory Note, if so approved by the US. Bankruptoy Cours, District of Nevada and
funding of the $150,000.00 down payment delinsated in paragraph 2 below,
Promisor shall, at materity of this Promissory Note pay Promisee, the principal sum
of SEVEN MILLION THREE HURDRED AND FIFTY THOUSAND DOLLARS
£57.250,000.00], togeiher with interest scorual st the rate of six percent (5%) Der
anrum. The consideration is for an avsignment of all Semas owned rights fo the
“Metalast®” rrademark and MI94 LLE, a Nevida limited Hability company formerly
known s Metshast Internationad, LLC ["MI94") ownership interests and debt
obtigations owed andfor legal vights a6 Semas has or may have i MI94 ag

hercinaftor defined.

2. Within 30-days after the approval of the bankruptey court Promisor shail pay
the totai sum of $350,008 00 (“down payment”} aliocated with $100,000.00 paid w0
Semag, $25,000.00 to Mit and $25,000.00 o MTI for all rights granted to Promisor
herein, As provided in paragraph 11, within 90-days after the receint by Promisor of

the down payment, MI] and MT1 shall stop the use of the Metalast® name,

3 The rights granted to Promisor shall include all rights owned by Semas 1o the
United States Patent and Trademark Office (*USPTO™ registered Metalast

trademarks, service marks, applivations for resisiration, trade name, logo,

Mg, L Sentor Secured Promissory Note
By GL/10730LY
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EXHIBIT =&~
PROMISSORY NOTE

commen law eights and the entive gondwill associated with the Metalast name and
brand ["trademarks™). Specifically, included in the sale and transfer of the

rademarks from Promisee to Promisaer, but in no way intendod o Bmit Promisor’s
legal rights, whatever they may be to the trademarks, are the Promizsec's interests
and ownership rights o pursue trademark infringement and False claires of
ownership or logal rights of use by 2l third perties presenty infringing on the
trademarks. This includes but is not limited to third parties siatming a false
designation of origin and without avthorization lcensing or sub-licensing the
wademarks, manufacturing, lebeling technical Herature, selling and advertising the
trademarks. The trademarks have been owned or controlled by Semas since first put
inty commerce in 1993 and formally registored with the USPTO tn 1997, These logal
ownership rights were further validated under the terms and conditions ol a binding
settierent sgreement approved by the LS. Bankruptoy Court - District of Nevads
{Case No. BE-N-13-52337-8T8) on March 11, 2015 by judge Bruce T. Beesley,

&, In consideration of the down paymen! and good will ME-16 shall receive all
Semas owned MI94 Membership Interests, MI94 warrants and an assignment of
198% ownership to all Semas Promissory Notes documenting loans made to MI94,
Mi-16 aiso receives assignment of wages or componsation due Semas or Metalas
internationzl, Inc and any other rights Semas has or is endted 1o with refervnce to

ali other monetary obligations as may be owed by Mi94 o Sermas ("MI94 Interests”).

5. The Promisor and its individual LLC members filed a class action lavesuir
against the parties that acquired the MILLL sssets and others, Alexander v Meiling,
Cuse Ko 3I6-CVAGO572 Melass action™). The Promiser shall reflect the obligations
Herein on the books and records of Mi-16, subject only and subsrdingte o class
action attesrney fees, court costs, MI-16 class action contributor loans advanced and
aucrued interest w be paid. This Promissory Note shall be assigned a first priority of
repapment over alt other debt of Promisor and all Preferred and Common interests of
the Fromisor in MI94 and in MI-16 untl the Promissory Note is repaid in full or as

mayhe discounted at the sole and complete discretion of Somas,

M, LT Senlns Seurud Proedsuwry Mot
R fed TFE ”ii“ HilT
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RYHIBIT =&~
PROMISSORY NOTE
B Subject to the provisions in paragraph § above Promisor agrees to execute the

security Agreement sltached assigning Promisee 3 superior sacured position for
repayment of this Promissory Note secured by the assets of Promisor, including,
without limitation, all of Promisocs rights and future rights, vitle and interestin it

swned or controlled intellectual property, copyrights, partnership agmem&ﬁm,‘até
ather contracts, sccounts receivable and all amounts received from awards of the
Court, legal sertloments from private parties, insursnce carriers, Snancial institutions
or the U8, Government

Promisor consents to the preparation and filing of 2 UCC-1 Financing

Statement with the Nevada Secretary of State evidencing Promisor's obligation to
repay the Fromissory Note and ol other obligations herein, Promisee in its sole
discretion may file one or more fingncing statements, in any appropriate filing office
winder the Unilors Commercial Code naming Promisor (MI-16]) as Debtor and
Promisee as the senior secured party and referring to and recoiving the coliateral
specified in the Securtly Agreement and this Promissery Note. Without prior written
consent of Promisee, Promisor shall not file or permit to be filed, any financial

statement in which Promisee is nol mamed as the sole secured party,

7. Until the down payment is paid hy the Promisor and received by Promises as
defined in paragraph 2, the Promisee shall have the right to torminate this
iransaction for any reason in s sole and complete discretion. Further, Promizoe has
the right to sell the trademarks to o third party for any amount of cash or other forms
of vonsiderstion as it deems ressonable, subject only to court approval. In the event
of any such sale by the Promisee ali rights contemplated ta be grented herein to MIY4
and MI-16, specificaily as defined in paragraph 4 may remain intact and #f mutually
agreed to the nancial obligation of the Promisor under this Promissery Note shall

be reduced by an amount egual to the net sale proceeds received by Promises.

g, The term of the Promissory Note is three(3) years from date of the receipt by
Promisee of the down payment, or 10-days after Promisor receives 2 settiement or
court award of te class action, whichever occurs first {“maturity date”).

M4, LLE Senior Seourad Promissory Nose
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BIBIT “4”
PRUOMISSORY WOTE
% Promisee shall assign il rights in the trademark to Promisor including the

right to defend the pending legal actton with the Trademark Trial and Appeal Board
and USPTO [No. 92064833), or file a Rule 2.117{2) Suspension of Proceedings.

10 Al poyments of principal and interest of this Promissory Note are payahle in

iowial money of the United States of Amarica.

1% Agthe founder of the Motalostd® rademark, nome and brand Semas and his
farmily members shall have the irrevacable right to reference Metalast® as a part of
their history. This includes but is not limited to publishing, printing or in any
manner whatsoever publicly using the Metolast® trademark, name and logo and all
ather Mi94, LLC owned images or service marks. As provided for in paragraph 2
Semas shall change the names of M and MT1 and shall not use the Metalast@

trademark or name i commerce in the metal inishing or cherical industry,

12, Timeis of the essence for the payment of the Promissory Note. Upon fatlure
to make payment of the principal, interest and any other amount due under this
Promissory Note gt the maturity date termination the Promisor shali be in defaul,
upan which any unpaid principal sum and sccrued interest thereon shall become
immediately due and puyable. ARer any default and 50 long as such defauls rersaing
uncured, the unpaid principal sum of this Promissory Note shall bear interest &l the
rabe of tweive percent {12%) per annee Al such tme as 4 judgment is obtained for
any and all amounts owing under this Promissory Nole, interest shall continue to

accrue on the amount of the fudgment at eighteen pereent [18%) per annum.

13, This Promissory Note may be prepaid al any Uime, without penalty. &8

payments shall be applied Drst w the principal and then 1 acorued interest

L4, This Promissory Note shall be construed sccording to the laws of the State of
Mevada as amended from fime to time. Venue of any proceedings brought to enforee
this Promissory Note shall be in the US, District Court, Distrivt of Nevads, City of
Reno, Sate of Nevada,

I, LLT Seainr Sroarad Promiysory Note
BN BES1RSANT
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EXHIBIT «a»
PROMISSORY NOTE
15, Bvery provision of this Agreement is intended to be severable, any term ar
provision horeo! is Blegal or fnvalid for any rezson, such illegality or invalidity shall

not affect the validity of the remainder of this Agreement.

16, HNo provision of this Promissory Nate shall be modified except by written
ingirument expressiy refoering to this Promissery Note and to the provision
modified, and signed by Promisee and Promisor. This Promissory Note and its
provisions are binding and shall fnure to the benefiz of on the heirs, execuiors,

administrators, assigns or successors of Promisor or Promises.

17, Should Promisor fail wo fund the down payment as requived by paragraph 2,
unless extended by Promisee the Promissory Note and Security Agreemont shall be
immediately terminated. Upon such event all provisions herein shall be null and void

and both parties shall be relieved of any responsibility or lability to each other,

18, This Apreement sols forth the entire understanding of the parties herele and
supersedes all prior agresments, communications, representations, warrants,

whgther oral or written, by etther party hereto.

I WITKESS WHEREQGF this Senior Secured Promissory Note has been

executed a5 of the date Orst above-writlen.

“PROMISOR” - Accepted

Hate _a*‘-“f*f Z

Mam /A) Mamg@r

M- 1 g,a:;g P LYY,
o w’? o f{ - A
% f?é L %é"“‘““ Bamé ?ﬁ‘ Sﬁmm gfg
- ;eg{mﬂs B Mae:%«,mm Un-Manager President, CEQO -~
Bli-16, LLE Mergl asfy?"”tfermy?nd  Ing,

MLW

z&%wm Gid M. Sentas,
President, CEO
Meralase, Inc
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