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Attorneys for Channel Technologies Group, LLC, Debtor and
Debtor in Possession

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
NORTHERN DIVISION

In re: Case No.: 9:16-bk-11912-PC

CHAI}INEL TECHNOLOGIES GROUP, Chapter 11
LLC,

Desc

Debtor. NOTICE OF MOTION AND MOTION FOR AN

TIFFANY

Requested Hearing:
Date: March 22, 2017
Time: 10:00 a.m.
Place: Courtroom “201”
1415 State Street
Santa Barbara, CA 93101

Judge: Hon. Peter H. Carroll

ORDER AUTHORIZING DEBTOR TO ENTER
INTO ASSET PURCHASE AGREEMENT AND
SELL PROPERTY FREE AND CLEAR
THROUGH PRIVATE SALE TO SONATECH,
LLC; MEMORANDUM OF POINTS AND
AUTHORITIES; DECLARATION OF DAVID

TO THE HONORABLE UNITED STATES BANKRUPTCY JUDGE, THE OFFICE OF THE
UNITED STATES TRUSTEE, THE 20 LARGEST UNSECURED CREDITORS, BLUE

WOLF CAPITAL FUND 11, L.P., AND OTHER PARTIES IN INTEREST:

PLEASE TAKE NOTICE that Channel Technologies Group, LLC, the above-captioned

debtor and debtor in possession (“CTG” or the “Debtor”), hereby moves (the “Motion”) the Court

! The last four digits of the Debtor’s Tax Identification Number are: 0460. The Debtor’s mailing address is: 879 Ward

Drive, Santa Barbara, CA 93111.
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for entry of an order substantially in the form attached hereto as Exhibit “A,” (a) authorizing the
Debtor to enter into that certain Asset Purchase Agreement dated February 22, 2017 (the “APA”), a
copy of which is attached hereto as Exhibit “B,”? between the Debtor, as seller, and Sonatech, LLC,
as buyer (the “Buyer™); (b) authorizing the private sale (the “Sale”) of the assets set forth in the APA
(the “Property”) to Buyer free and clear of all liens, claims, rights, encumbrances, and other interests

(“Interests™) pursuant to sections 105, 363(b), and 363(f) of the Bankruptcy Code and Federal Rules

of Bankruptcy Procedure 6004(f)(1), for cash consideration in the amount of $328,750 (the
“Purchase Price”); and (c) granting related relief.

PLEASE TAKE FURTHER NOTICE that, pursuant to the APA, any applicable sales,
purchase, transfer, stamp, documentary stamp, use or similar taxes which may be payable by reason
of the sale or transfer of the Property shall be borne and paid by the Buyer.

PLEASE TAKE FURTHER NOTICE that the Motion is based on and supported by this
Notice, the attached Memorandum of Points and Authorities, the attached Declaration of David

Tiffany, Chief Restructuring Officer of the Debtor (the “Tiffany Declaration”), and the record in this

case. In addition, the Debtor requests that the Court take judicial notice of all documents filed with
the Court in this case.

PLEASE TAKE FURTHER NOTICE that a hearing on the Motion, if necessary, will be
held on March 22, 2017 at 10:00 a.m. in Courtroom 201, 1415 State Street, Santa Barbara, California
93101, before the Honorable Peter H. Carroll, for the Court to consider the Motion.

PLEASE TAKE FURTHER NOTICE that, pursuant to Local Bankruptcy Rule 9013-1(f),
if you wish to oppose the Motion, you must file a written response with the Court and serve a copy
of it upon the undersigned counsel no later than fourteen (14) days prior to the hearing on the
Motion. The failure to properly file and serve an opposition may be deemed consent to the relief
requested in the Motion or a waiver of any right to oppose the Motion.

PLEASE TAKE FURTHER NOTICE that if a response is not timely filed and served, the

Debtor will request that the court grant the relief requested in the Motion without further notice or

% The APA has been filed without schedules due to certain confidentiality restrictions. The Debtor will provide copies to
interested parties upon request, subject to an appropriate non-disclosure agreement. The Debtor reserves the right to
withhold schedules in whole or in part if the Debtor believes that they are being sought for an improper purpose.
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hearing.

PLEASE TAKE FURTHER NOTICE that if a response is timely filed and served upon the
Debtor’s counsel, the Court, in its discretion, may treat the initial hearing as a status conference if it
determines that the Motion involves disputed factual issues or will require presentation of substantial
evidence or argument.

WHEREFORE, the Debtor respectfully requests that this Court enter an order
(a) authorizing the Debtor to enter into the APA; (b) authorizing the Sale of the Property to Buyer

free and clear of all Interests; and (c) granting such other and further relief as is just and proper.

Dated: March 1, 2017 PACHULSKI STANG ZIEHL & JONES LLP

By /sl Jeffrey W. Dulberg
Jeffrey W. Dulberg

Attorneys for Channel Technologies
Group, LLC, Debtor and Debtor in
Possession
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MEMORANDUM OF POINTS AND AUTHORITIES
l.
STATEMENT OF FACTS

A. Jurisdiction and Venue

This Court has jurisdiction over this Motion pursuant to 28 U.S.C. 88 157 and 1334. This is
a core proceeding pursuant to 28 U.S.C. § 157(b)(2). Venue is proper pursuant to 28 U.S.C. 8§ 1408
and 14009.
B. Background

On October 14, 2016 (the “Petition Date™), the debtor filed a voluntary petition for relief

under chapter 11 of title 11 of the United States Code (the “Bankruptcy Code”). The Debtor

continues to operate its business and manages its affairs as a debtor in possession pursuant to
sections 1107(a) and 1108 of the Bankruptcy Code. No trustee, examiner, or committee has been
appointed in this chapter 11 case (the “Case”).

The Debtor designs and manufactures piezoelectric ceramics, transducers, sonar equipment
and other related products sold primarily to military, commercial, and industrial customers in the
United States and internationally. Founded in 1959, the Debtor is based in Santa Barbara, California
and previously operated a second manufacturing site with respect to its MSI subdivision (the assets
of which were previously sold in this case) in Littleton, Massachusetts. The Debtor supplies its
products to a variety of end-users, including the U.S. Navy and energy services companies. Among
the Debtor’s customers are some of the largest United States defense contractors, including Northrop
Grumman, Lockheed Martin and Raytheon.

Certain long-term supply contracts are onerous to the Debtor and have negatively impacted
and continue to negatively impact the Debtor’s cash flow. Despite efforts to consensually address
the problematic aspects of certain of its contracts with the counterparties through negotiations, prior
to the Petition Date, with some minor exceptions, the Debtor was unable to stop the significant
negative impact of such contracts on the Debtor’s business. Although customer demand for its
products and services remains substantial, the Debtor has been unable to obtain necessary further

outside funding to complete certain long-term contracts (as they currently exist) and invest in new

DOCS_LA:304185.4 13817/002 1
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equipment and research and development.

The Debtor commenced the Case to expeditiously pursue a potential sale of some or all of the
Debtor’s business to one or more third parties and an orderly wind down of the remaining business.
C. The Property

The Property consists of certain equipment, materials and other assets specifically described
on the schedules attached to the APA and related to certain classified projects of the Debtor’s
Sonatech division for the U.S. Navy. The Buyer is owned by certain non-insider employees of the
Debtor that have requisite security clearance to work on the projects.

The Debtor has conducted a UCC search of purported lienholders of the Property in
conjunction with the proposed Sale of the Property. The only party asserting a lien on the Property
of which the Debtor is aware is Blue Wolf Capital Fund 11, L.P. (“Blue Wolf”).

D. The APA

The key terms of the APA are summarized below.® The description below only summarizes

certain provisions of the APA as a convenience to the Court and parties in interest, and the terms of

the APA control in the event of any inconsistency.

a. Purchase Price. The consideration to be paid by Buyer to the Debtor for the
Property shall be cash in an amount equal to three hundred twenty five
thousand dollars ($328,750.00) (the “Purchase Price™), paid in the following
installments: (i) $50,000 concurrent with the mutual execution and delivery of
this APA; and (ii) the balance at the closing.

b. Assumption of Liabilities. Effective as of the closing, Buyer shall assume all
of the following: (i) without in any way limiting Buyer’s obligations to bear
and pay any and all cure amounts that are payable with respect to any period
prior to the closing and are identified on Schedule 2.2.1 to the APA as “cure
amounts” being assumed by Buyer, all liabilities and obligations of the Debtor
first arising or accruing after the closing under the leases and contracts to be
assumed and assigned under the APA, and (ii) all additional liabilities and
obligations set forth or described on Schedule 2.2.1 -(ii) to the APA
(collectively, the “Assumed Liabilities™).

c. Sales, Use, and Other Taxes. Any sales, purchase, transfer, stamp,
documentary stamp, use or similar taxes under the laws of the states in which
any portion of the Property is located, or any subdivision of any such state, or
under any federal law or the laws or regulations of any federal agency or
authority, which may be payable by reason of the sale or transfer of the
Property under the APA shall be borne and paid by Buyer. Rent, current

! Capitalized terms used in this section but not otherwise defined herein shall have the meanings ascribed to them in

the APA.
2
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taxes, prepaid advertising, utilities and other items of expense (including,
without limitation, any prepaid insurance, maintenance, tax or common area
or like payments) shall be prorated between Debtor and Buyer as of the
closing.

Free and Clear. The Property shall be transferred to Buyer free and clear of
all liens, security interests, claims and encumbrances (other than the lien of
current taxes not yet payable with respect to any Property).

“AS 1S” Transaction. The Buyer acknowledges and agrees that, except only
as set forth in the APA, the Debtor neither makes nor has made any
representations or warranties whatsoever, express or implied, with respect to
any matter relating to the Property. Without in any way limiting the foregoing,
Debtor disclaims any warranty (express or implied) of merchantability or
fitness for any particular purpose as to any portion of the Property. The Buyer
has conducted an independent inspection and investigation of the Property and
all such other matters relating to or affecting the Property as Buyer deemed
necessary or appropriate and Buyer is acquiring the Property based solely
upon such independent inspections and investigations.

Deadlines. The APA provides that the deadline to obtain approval of the Sale
and APA and to close the Sale is March 31, 2017.

Restriction on Competition By Buyer Post-Closing. For a period of one (1)
year after the Closing Date, the Buyer shall not engage in the direct marketing
or direct selling to persons who are Customers (as defined in Section 11.18 of
the APA) of the Debtor and/or distribution of any transducers of the type
currently produced or proposed to be produced by the Debtor, nor shall Buyer
use any of the Debtor’s Intellectual Property Rights directly or indirectly to
reverse engineer, reverse assemble, decompile or disassemble any Debtor
product that is not provided to Buyer in source code.

Employee Confidentiality and Proprietary Rights Agreements. Closing is
conditioned upon each of the Transferred Employees (as defined in Section
10.1 of the APA) having executed and delivered to the Debtor a
Confidentiality and Proprietary Rights Agreement (in favor of the Debtor with
respect to confidential, proprietary and other information and assets of the
Debtor not included in the Property).

Sublease. Closing is conditioned upon Buyer and the Debtor, as Sublessee
and Sublessor, respectively, having entered into a sublease relating to a
portion of the Sonatech facility.

Proposed Novation of Navy Contracts. (i) It is the intent of the parties to
transfer to and vest in Buyer all of the Debtor’s right, title, and interest in and
to the Contract Nos. 13G5232 and N00167-14-D-0003, each between the
Debtor and the United States Navy (the “Navy Contracts™), and (ii) at the
request of the Navy, the Parties are effecting such transfer by novation rather
than by the Debtor’s assumption of such Navy Contracts and assignment
thereof to Buyer, and (b) in furtherance of the foregoing, the Debtor covenants
and agrees that, the Debtor will not (and will not seek to) convey, transfer or
assign its right, title and interest in and to the Navy Contracts to any third
party other than to a successor of the Debtor which is bound by the preceding
covenants. As further provided in section 11.10 of the APA, any such
novation must fully release the Debtor with respect to the Navy Contracts and
may not impose further liability or material cost on the Debtor.

3
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Notwithstanding any other provision of the APA to the contrary, nothing in
the APA or other related documents implementing the Sale, authorizes the
transfer or assignment of any licenses, authorizations, guaranties, leases,
contracts, easements, rights of way, agreements or other interests of the Navy
Contracts without compliance with all applicable legal requirements under
non-bankruptcy law governing such transfers or assignments. The United
States’ rights to offset or recoup any amounts due under, or relating to, any
Federal Interests are expressly preserved. Further, the Debtor’s rights and
defenses with respect to the United States’ offset or recoupment of any
amounts due under, or relating to, any Federal Interests are expressly
preserved.

1.
ARGUMENT

A. The Proposed Sale of the Property Should be Approved Under Section 363(b) of the

Bankruptcy Code

A trustee, after notice and a hearing, may use, sell, or lease property, other than in the
ordinary course of business. 11 U.S.C. 8 363(b)(1). A trustee’s application of his or her sound
business judgment in the use, sale, or lease of property is subject to great judicial deference. See,
e.g., In re Moore, 110 B.R. 924 (Bankr. C.D. Cal. 1990); In re Canyon P’ship, 55 B.R. 520 (Bankr.
S.D. Cal. 1985); see also Walter v. Sunwest Bank (In re Walter), 83 B.R. 14, 19-20 (B.A.P. 9th Cir.
1988) (“[T]here must be some articulated business justification for using, selling, or leasing the
property outside the ordinary course of business . . . whether the proffered business justification is
sufficient depends on the facts of the case. As the Second Circuit held in Lionel, the bankruptcy
judge should consider all salient factors pertaining to the proceeding and, accordingly, act to further
the diverse interests of the debtor, creditors and equity holders, alike.”).

In interpreting section 363(b)(1) of the Bankruptcy Code, courts have held that a transaction
involving property of the estate generally should be approved where the debtor or trustee can
demonstrate “some articulated business justification for using, selling, or leasing property outside of
the ordinary course of business.” In re Continental Airlines, Inc., 780 F.2d 1223, 1226 (5th Cir.
1986); accord In re Lionel Corp., 722 F.2d 1063, 1071 (2d Cir. 1983); Walter, 83 B.R. at 19-20; In
re Curlew Valley Assocs., 14 B.R. 506, 513-14 (Bankr. D. Utah 1981). Among other factors, courts
should consider the consideration to be paid, the financial condition and needs of the debtor, the

qualifications of the buyer, and whether a risk exists that the assets proposed to be sold would

4
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decline in value if left in the debtor’s possession. See Equity Funding Corp. of Am. v. Fin. Assocs.
(In re Equity Funding Corp.), 492 F.2d 793, 794 (9th Cir. 1974) (affirming trial court’s finding that
the proposed sale of the debtor’s assets would be in the best interest of the estate in light of
impending deterioration of market value of debtor’s assets).

The Debtor believes that, as a result of the marketing efforts that have been undertaken as
described below, and particularly given the circumstances, the Sale will provide maximum value to
the Debtor under the current circumstances. The fairness and reasonableness of the consideration to
be paid by the Buyer is demonstrated by the marketing efforts that the Debtor has undertaken,
followed by a fair and reasonable sale process. The sale of the Property is supported by sound
business reasons and is in the best interests of the Debtor and its estate. Accordingly, the Debtor
requests approval under Bankruptcy Code section 363(b) of the Sale to the Buyer, as set forth herein.

B. The Buyer Acted in Good Faith in Connection With the Sale

The Sale was negotiated in good faith, at arm’s length and, to the best of the Debtor’s
information and belief, without collusion or fraud of any kind. The Debtor’s chief restructuring
officer and his assistants provided by CR3 Partners, LLC (“CR3”) have been marketing the Debtor’s
assets to a number of parties since October. The Debtor has received various offers for different
portions of its assets. Based on this process, the Debtor believes that the Buyer is willing to pay the
most for the Property. As noted above, the Property consists of certain equipment, materials and
other assets primarily related to certain classified projects of the Debtor’s Sonatech division for the
U.S. Navy. The Buyer is owned by certain non-insider employees of the Debtor that have requisite
security clearance to work on the projects. Realistically in the short term the Buyer is best
positioned to pay, and is paying, the highest and best value for the Property. Therefore, the Buyer’s
bid was selected for the following reasons, among others: (a) the Buyer offered fair consideration;
(b) the Buyer’s demonstrated ability to close the transaction promptly; (c) the Buyer is already
familiar with the Debtor’s assets and operations due to its having been long-time employees of the
Debtor; and (d) the Property is program specific, meaning that the assets constituting the Property
are not general assets that are easily used in a variety of functions or programs, but rather is of

greatest value to the Buyer. The Debtor initially approached the Buyer about a potential transaction

5
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in December 2016. Once the parties agreed on principal terms, the parties (each represented by
counsel) negotiated the APA, resulting in substantial give and take by both parties. Accordingly,
this Court should find that Buyer acted in good faith within the meaning of section 363(m) of the
Bankruptcy Code. See generally Ewell v. Diebert (In re Ewell), 958 F.2d 276, 280 (9th Cir. 1992);
Marin v. Coated Sales, Inc., (In re Coated Sales, Inc.), No. 89 Civ. 3704 (KMW), 1990 WL 212899
(S.D.N.Y. Dec. 13, 1990) (holding that to show lack of good faith, a party must demonstrate “fraud,
collusion, or an attempt to take grossly unfair advantage of other bidders”); see also In re Sassoon
Jeans, Inc., 90 B.R. 608, 610 (S.D.N.Y. 1988) (quoting In re Bel Air Assocs., Ltd., 706 F.2d 301,
305 (10th Cir. 1983)); In re Pisces Leasing Corp., 66 B.R. 671, 673 (E.D.N.Y. 1986) (examining the
facts of each case, concentrating on the “integrity of [an actor’s] conduct during the sale
proceedings” (quoting In re Rock Indus. Machinery Corp., 572 F.2d 1195, 1998 (7th Cir. 1978)).

C. The Sale of the Property Free and Clear of Liens, Claims, And Interests Pursuant to 11

U.S.C. 8 363(f) Should be Approved

The Debtor requests that the Court approve the sale of the Property free and clear of all
Interests, with any such Interests to attach to the Sale Proceeds with the same validity, enforceability,
and priority, if any, as existed with respect to the Property as of the date of the commencement of
this chapter 11 case.

Section 363(f) of the Bankruptcy Code expressly authorizes a debtor to sell property outside
the ordinary course of business “free and clear of any interest in such property of an entity” if any
one of the five following conditions is met:

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.

DOCS_LA:304185.4 13817/002
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11 U.S.C. § 363(f). Because section 363(f) of the Bankruptcy Code is written in the disjunctive, any
one of these five conditions provides authority to sell the Property free and clear of liens. See
Citicorp Homeowners Servs., Inc. v. Elliot (In re Elliot), 94 B.R. 343, 345 (E.D. Pa. 1988).

As discussed above, the only Interests encumbering the Property of which the Debtor is
aware is the lien of Blue Wolf.

If the holder of a lien or claim receives notice of the sale and fails to object, the Property may
be sold free and clear of that lien or claim under section 363(f)(2) of the Bankruptcy Code. Thus, a
sale free of Interests is permitted.

D. The Court Should Authorize the Sale of the Property Pursuant to a Private Sale Under

Bankruptcy Rule 6004(f)(1)

Bankruptcy Rule 6004(f)(1) authorizes the Court to approve the sale of estate property in
connection with a private sale (“All sales not in the ordinary course of business may be by private
sale or by public auction”). The circumstances of this case justify sale of the Property through a
private sale to Buyer. As discussed above, the Property is specialized for relatively narrow
applications that are mission critical for the Buyer’s customers. The Debtor believes the Buyer will
pay the highest and best consideration for the Property and the offer by Buyer as set forth in the
APA is the best offer received, or expected by the Debtor to be received, for such assets.

E. Waiver of Bankruptcy Rule 6004(a) and 6004(h)

To implement the foregoing successfully, the Debtor requests that the Court enter an order
providing that notice of the relief requested herein satisfies Bankruptcy Rule 6004(a) and that the
Debtor has established cause to exclude such relief from the 14-day stay period under Bankruptcy
Rule 6004(h). The Buyer’s obligation to perform under the APA is conditioned upon entry of an
order approving the transaction and the closing taking place by March 31, 2017. As discussed
above, the Debtor believes that the consideration offered by the Buyer is the most that the Debtor is
likely to receive for the Property. Accordingly, the Debtor requests that Rule 6004(h) be waived so
the Sale may be closed by the drop-dead date in the APA of March 31, 2017.

F. Notice
In accordance with the Court’s Order Granting Emergency Motion Limiting Notice [Dkt.

7
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No. 62], entered October 20, 2016, a copy of this Motion has been given to the following parties or
their counsel, if known: (a) the Office of the United States Trustee, (b) the creditors appearing on the
list filed in accordance with Bankruptcy Rule 1007(d) by the Debtor, (c) the United States of
America by service to the Attorney General of the United States and the United States Attorney for
the Central District of California, (d) parties that have filed with the Court and served upon the
Debtor requests for notice of all matters in accordance with Bankruptcy Rule 2002(i), (e) Blue Wolf,
(f) the Buyer, and (g) other known parties that may assert an interest in the Property.
1.
CONCLUSION

WHEREFORE, the Debtor respectfully requests that the Court enter an order (a) authorizing
the Debtor to enter into the APA; (b) authorizing the Sale of the Property to Buyer free and clear of

all Interests; and (c) granting such other and further relief as is just and proper.

Dated: March 1, 2017 PACHULSKI STANG ZIEHL & JONES LLP

By /sl Jeffrey W. Dulberg

Jeffrey W. Dulberg

Attorneys for Channel Technologies Group,
LLC, Debtor and Debtor in Possession
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DECLARATION OF DAVID TIFFANY

I, David Tiffany, hereby declare that the following is true to the best of my
knowledge, information and belief:

1. I am a Director of CR3 Partners, LLC (*CR3”), an advisory firm with offices
in Dallas, Texas and other cities in the United States. As of the Petition Date, | am the Chief
Restructuring Officer of Channel Technologies Group, LLC, the above-captioned debtor and
debtor-in-possession (“CTG” or the “Debtor™). If | were called to testify as a witness in this matter,
I could and would competently testify to each of the facts set forth herein based upon my personal
knowledge, review of documents, or opinion. | am authorized to submit this Declaration on behalf
of the Debtor.

2. I submit this declaration (the “Declaration”) in support of the Debtor’s Motion
for an Order Authorizing Debtor to Enter Into Asset Purchase Agreement and Sell Property Free

and Clear Through Private Sale to Sonatech, LLC (the “Motion”). Except as otherwise indicated, all

statements in this Declaration are based upon my personal knowledge, my review of the Debtor’s
books and records, relevant documents and other information prepared or collected by the Debtor’s
employees, or my opinion based on my experience with the Debtor’s operations and financial
condition. In making my statements based on my review of the Debtor’s books and records, relevant
documents and other information prepared or collected by the Debtor’s employees, | have relied
upon these employees accurately recording, preparing or collecting such documentation and other
information.

3. I and my assistants provided by CR3 Partners, LLC (“CR3”) have been
marketing the Debtor’s assets to a number of parties since October. The Debtor has received various
offers for different portions of its assets. Based on this process, the Debtor believes that Sonatech,
LLC (the “Buyer”) is willing to pay the most for the Property. As noted above, the Property consists
of certain equipment, materials, contracts and other primarily related to certain classified projects of
the Debtor’s Sonatech division for the U.S. Navy. The Buyer is owned by certain non-insider
employees of the Debtor that have requisite security clearance to work on the projects. Realistically

in the short term the Buyer is best positioned to pay, and is paying, the highest and best value for the

9
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Property. Therefore, the Buyer’s bid was selected for the following reasons, among others: (a) the
Buyer offered fair consideration; (b) the Buyer’s demonstrated ability to close the transaction
promptly; (c) the Buyer is already familiar with the Debtor’s assets and operations due to its having
been long-time employees of the Debtor; and (d) the Property is program specific, meaning that the
assets constituting the Property are not general assets that are easily used in a variety of functions or
programs, but rather is of greatest value to the Buyer. The Debtor initially approached the Buyer
about a potential transaction in December 2016. Once the parties agreed on principal terms, the
parties (each represented by counsel) negotiated the APA, resulting in substantial give and take by
both parties.

4, The Sale was negotiated in good faith, at arm’s length and, to the best of the
Debtor’s information and belief, without collusion or fraud of any kind. Accordingly, I believe that
Buyer acted in good faith within the meaning of section 363(m) of the Bankruptcy Code.

5. The Debtor has conducted a UCC search of purported lienholders of the
Property in conjunction with the proposed Sale of the Property. The only party asserting a lien on
the Property of which the Debtor is aware is Blue Wolf Capital Fund II, L.P. (“Blue Wolf™).

6. The offer by Buyer as set forth in the APA is the best offer received for such
assets. To the best of my knowledge, neither the Debtor nor CR3 has been contacted by any
potential overbidder. In my business judgment, there are no viable alternative purchasers for the
Property.

7. The Buyer’s obligation to perform under the APA is conditioned upon entry
of an order approving the transaction and the closing taking place by March 31, 2017, to ensure that
the Buyer can timely perform obligations to its customers. As discussed above, | believe that the
consideration offered by the Buyer is the most that the Debtor is likely to receive for the Property.

8. To the best of my knowledge and upon review, | am unaware of any claims of
the Debtor against the Buyer.

9. For the foregoing reasons, | believe that the Sale is supported by reasonable

business judgment and is in the best interests of the estate.
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I declare under penalty of perjury under the United States of America that the foregoing is

true and correct,

Executed this day of March, 2017 at Santa Barbara, California.

DOCS_LA:304185.4 13817/002

- DAVID TIRPANY
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Proposed Form of Order




PACHULSKI STANG ZIEHL & JONES LLP

ATTORNEYS AT LAW
Los ANGELES, CALIFORNIA

© 00 ~N o o b~ w N

S T N N N O T N T N T N O e e N N Y S = N T e =
©® N o g B~ W N P O © O N o o~ W N Lk O

d

hse 9:16-bk-11912-PC  Doc 211 Filed 03/01/17 Entered 03/01/17 15:32:44

Main Document  Page 16 of 121

Laura Davis Jones (DE Bar No. 2436) (Admitted Pro Hac Vice)

Jeffrey W. Dulberg (CA Bar No. 181200)

Victoria A. Newmark (CA Bar No. 183581)

PACHULSKI STANG ZIEHL & JONES LLP

10100 Santa Monica Blvd., 13th Floor

Los Angeles, CA 90067

Telephone: 310/277-6910

Facsimile: 310/201-0760

E-mail:  ljones@pszjlaw.com
jdulberg@pszjlaw.com
vhewmark@pszjlaw.com

Attorneys for Channel Technologies Group, LLC, Debtor and
Debtor in Possession

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
NORTHERN DIVISION

In re: Case No.: 9:16-bk-11912-PC

CHAI}INEL TECHNOLOGIES GROUP, Chapter 11
LLC,

Desc

Debtor. ORDER AUTHORIZING DEBTOR TO

SALE TO SONATECH, LLC

Hearing
Date: March 22, 2017

Time: 10:00 a.m.
Place: Courtroom “201”
1415 State Street
Santa Barbara, CA 93101

Judge: Hon. Peter H. Carroll

ENTER INTO ASSET PURCHASE
AGREEMENT WITH AND SELL PROPERTY
FREE AND CLEAR THROUGH PRIVATE

THIS MATTER CAME BEFORE THE COURT at the above-captioned date and time

before the Honorable Peter H. Carroll, United States Bankruptcy Judge, to consider the Motion for

Order Authorizing Debtor to Enter Into Asset Purchase Agreement and Sell Property Free and

Clear Through Private Sale to Sonatech, LLC [Dkt. No. ] (the “Motion”), filed on March 1,

2017.% The Court having considered the Motion and the Declaration of David Tiffany in support

! The last four digits of the Debtor’s Tax Identification Number are: 0460. The Debtor’s mailing address is: 879 Ward

Drive, Santa Barbara, CA 93111.
2 Capitalized terms not defined herein shall take the meaning ascribed thereto in the Motion.

1
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thereof, and finding that notice of the Motion was appropriate and sufficient and that no other notice
need be given, after due deliberation and sufficient cause appearing therefor
THE COURT HEREBY FINDS AS FOLLOWS:

A. This Court has jurisdiction to hear and determine the Motion pursuant to 28 U.S.C.
§§ 157 and 1334.

B. Venue of this case in this district is proper pursuant to 28 U.S.C. 8§ 1408 and
1409(a).

C. Determination of the Motion is a core proceeding under 28 U.S.C. § 157(b)(2)(A),
(M) and (N).

D. The statutory predicates for the relief requested herein are section 363 of the
Bankruptcy Code and Bankruptcy Rules 2002 and 6004.

E. Proper, timely, adequate and sufficient notice of the Motion has been provided in
accordance with Sections 102(1) and 363 of the Bankruptcy Code and Bankruptcy Rules 2002 and
6004 and no other or further notice of the Motion is required.

F. The terms of the APA? are fair and reasonable in all respects and the terms of the
Order shall not modify the terms of the APA except as specifically set forth herein.

G. A reasonable opportunity to object or be heard with respect to the Motion and the
relief requested therein has been afforded to all interested persons and entities, including: (a) the
Office of the United States Trustee, (b) the creditors appearing on the list filed in accordance with
Bankruptcy Rule 1007(d) by the Debtor, (c) the United States of America by service to the Attorney
General of the United States and the United States Attorney for the Central District of California,
(d) parties that have filed with the Court and served upon the Debtor requests for notice of all
matters in accordance with Bankruptcy Rule 2002(i), (e) Blue Wolf Capital Fund 11, L.P. (“Blue
Wolf”), and (f) other known parties that may assert an interest in the Property.

H. The transfer of the Property to Sonatech, LLC (the “Buyer”) pursuant to the APA is a

valid, legal and effective transfer of the Property to the Buyer, free and clear of all liens, claims,

® As used herein, “APA” shall mean that certain Bill of Sale and Agreement dated February 22, 2017, attached as Exhibit
“B” to the Motion, and any and all amendments, schedules and exhibits thereto, and all agreements and documents
contemplated thereby, executed in connection therewith, or related thereto.

2
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interests and encumbrances whatsoever (other than the lien of current taxes not yet payable, if any,
with respect to any Property) (collectively, “Interests”) under section 363(f) of the Bankruptcy Code.

l. The Debtor may sell the Property free and clear of all Interests because, in each case,
one or more of the standards set forth in section 363(f)(1)-(5) of the Bankruptcy Code has been
satisfied. Those holders of Interests who did not object, or who withdrew their objections, to the
Motion are deemed to have consented pursuant to section 363(f)(2) of the Bankruptcy Code. Those
holders of Interests who did object are adequately protected by having their Interests, if any, attach
to the proceeds of the sale, with the same validity and priority as existed prior to the sale.

J. The APA is necessary to effectuate the transfer of the Property to the Buyer and the
other transactions contemplated in the APA and is enforceable pursuant to its terms and applicable
law.

K. The Debtor has demonstrated that approval of the APA and consummation of the Sale
at this time is in the best interests of the Debtor, the estate and its creditors. The Debtor has
advanced good and sufficient business justification supporting the sale of the Property to the Buyer
pursuant to section 363(b) of the Bankruptcy Code and outside of a plan of reorganization, as set
forth in the Motion and at the Hearing, and it is a reasonable exercise of the Debtor’s business
judgment to consummate a sale of the Property on the terms and conditions set forth in the APA, and
to execute, deliver and perform its obligations thereunder.

L. The Debtor has full corporate power and authority to execute and deliver the APA,
and documents contemplated thereby and to perform the transactions contemplated thereby; no
consents or approvals, other than those expressly provided for in the APA, are required for the
Debtor to consummate the Sale.

M. The consideration to be paid by the Buyer under the APA constitutes reasonably
equivalent value and fair consideration under the Bankruptcy Code and under the laws of the United
States, and any state, territory or possession of the United States or the District of Columbia.

N. The APA was negotiated, proposed and entered into in a non-collusive, good faith,
“arm’s-length” manner by the Debtor and the Buyer. The transaction proposed in the APA

constitutes the highest or otherwise best offer for the Property received by the Debtor. Buyer is a

3
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good faith Buyer of the Property. The Buyer is entitled to the protections of a good faith purchaser
pursuant to section 363(m) of the Bankruptcy Code with respect to the transactions approved hereby.

0. Authorizing the Sale as a private sale is justified by the exigent circumstances,
including the Debtor’s marketing efforts, the lengthy arm’s length negotiations between the parties
each represented by counsel and the Debtor’s anticipated cessation of operations as part of its
contemplated sales and wind down.

P. The Buyer would not have entered into the APA and would not consummate the
transactions contemplated thereby, thus adversely affecting the Debtor, its estate and its creditors, if
the sale of the Property to the Buyer was not free and clear of all Interests of any kind or nature
whatsoever, or if the Buyer would, or in the future could, be liable for any of the Interests.

Q. The Debtor does not have any interest in the Buyer or any party affiliated with the
Buyer.

R. The Buyer is not an “insider” of the Debtor or any party affiliated with the Debtor, as
that term is defined in section 101 of the Bankruptcy Code.

S. Time is of the essence in consummating the sale. In order to maximize the value of
the Property and preserve the viability of the business as a going concern, it is essential that the sale
of the Property occur immediately. Accordingly, there is cause to determine inapplicable the stay
contemplated by Bankruptcy Rule 6004(h).

T. Approval of the APA and consummation of the Sale at this time are in the best
interests of the Debtor, its creditors, its estate and other parties in interest.

NOW, THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED AS

FOLLOWS:

1. The Motion is granted and approved in all respects.

2. This Court has jurisdiction to hear and determine the Motion pursuant to 28 U.S.C.
8§ 1334.

3. As evidenced by the declarations of service previously filed with this Court, proper,

timely, adequate and sufficient notice of the Motion, the Hearing and the Sale has been provided in

accordance with sections 102(1) and 363 of the Bankruptcy Code and Bankruptcy Rules 2002 and

4
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6004, and no other or further notice of the Motion, the Hearing or of the entry of this order is

required.
4. All objections to the Motion not withdrawn are overruled and denied.
5. Where appropriate herein, findings of fact shall be deemed conclusions of law and

conclusions of law shall be deemed findings of fact.

6. Each and every term and provision of this Order shall be binding in all respects upon
the Buyer, the Debtor, the Debtor’s bankruptcy estate, any trustee who may be appointed after entry
of this Order, its creditors, and all individuals or entities holding an interest in the Debtor, including,
without limitation, any entity purporting to hold an Interest in the Buyer.

7. The Sale of the Property to Buyer on the terms and conditions set forth in the APA is
hereby approved.

8. The Debtor is authorized to proceed with the Sale. The Debtor and each other person
having duties or responsibilities under the APA or this Order, and its respective members, managers,
directors, officers, agents, representatives, and attorneys, are authorized and empowered to carry out
all of the provisions of the APA, to issue, execute, deliver, file and record, as appropriate, the APA,
and any related agreements, and to take any action contemplated by the APA or this Order, and to
issue, execute, deliver, file and record, as appropriate, such other contracts, instruments, releases,
deeds, bills of sale, assignments, or other agreements, and to perform such other acts as are
consistent with, and necessary or appropriate to, implement, effectuate and consummate the APA
and this Order and the transactions contemplated thereby and hereby, all without further application
to, or order of, the Court or further action by the Debtor’s members, managers, directors or
stockholders, and with like effect as if such actions had been taken by unanimous action of its
members, managers, directors and stockholders. Without limiting the generality of the foregoing,
this Order shall constitute all approvals and consents, if any, required by applicable business,
corporation, limited liability company, trust and other laws of applicable governmental units with
respect to the implementation and consummation of the APA and this Order and the transactions
contemplated thereby and hereby.

0. As and to the extent provided for in the APA, upon the Closing Date, all right, title

5

DOCS_LA:304186.3 13817/002




PACHULSKI STANG ZIEHL & JONES LLP

ATTORNEYS AT LAW
Los ANGELES, CALIFORNIA

© 00 ~N o o b~ w N

S T N N N O T N T N T N O e e N N Y S = N T e =
©® N o g B~ W N P O © O N o o~ W N Lk O

d

hse 9:16-bk-11912-PC  Doc 211 Filed 03/01/17 Entered 03/01/17 15:32:44 Desc

Main Document  Page 21 of 121

and interest in and to the Property shall be immediately vested in the Buyer pursuant to section
363(b) and (f) of the Bankruptcy Code free and clear of Interests, except for Assumed Liabilities.

10. Effective upon the Closing Date, any Interests (except for the Assumed Liabilities)
against the Property shall attach to the proceeds of the APA with the same extent, validity, priority
and effect, if any, as the Interests formerly had against the Property, subject to the Debtor’s ability to
challenge the extent, validity, priority and effect of the Interests (except to the extent such ability is
limited by any financing order). Without limiting the generality of the foregoing, the liens of Blue
Wolf shall attach to the proceeds of the APA with the same extent, validity, priority and effect, if
any, as such liens formerly had against the Property, subject to the terms of the Final Order
Pursuant to Sections 105, 361, 362, 363 and 364 of the Bankruptcy Code and Bankruptcy Rules
2002, 4001 and 9014: (1) Authorizing Postpetition Financing, (2) Granting Liens and Providing
Superpriority Administrative Expense Priority, (3) Authorizing Use of Cash Collateral and
Providing for Adequate Protection, and (4) Modifying the Automatic Stay [Dkt. No. 110].

11. This Order is and shall be effective as a determination that all Interests (except for
Assumed Liabilities) existing as to the Property conveyed to the Buyer have, effective as of the
Closing Date, been and hereby are terminated and declared to be unconditionally released,
discharged and terminated, and such determination shall be binding upon and govern the acts of all
entities, including all filing agents, filing officers, administrative agencies or units, governmental
departments or units, secretaries of state, federal, state and local officials and all other persons and
entities who may be required by operation of law, the duties of their office, or contract, to accept,
file, register or otherwise record or release any documents or instruments, or who may be required to
report or insure any title or state of title in or to the Property conveyed to the Buyer. Each of the
Buyer and the Debtor may take such further steps and execute such further documents, assignments,
instruments and papers to implement and effectuate the transactions contemplated in this paragraph.
All Interests (except for Assumed Liabilities) of record as of the date of this Order and the Closing
Date shall be forthwith removed and stricken as against the Property.

12. Except for the Assumed Liabilities expressly assumed under the APA, the Buyer shall
not be liable for any claims against the Debtor, its predecessors or affiliates, and the Buyer shall

6
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have no successor or vicarious liabilities of any kind or character whether known or unknown as of
the Closing Date, now existing or hereafter arising, whether fixed or contingent, with respect to the
Debtor. Except for the Assumed Liabilities expressly assumed under the APA, under no
circumstance will the Buyer be deemed a successor of or to the Debtor for any Interest against the
Debtor or the Property, and the Buyer shall have no liability as a successor to the Debtor. The sale,
transfer, assignment and delivery of the Property shall not be subject to any Interests, except that the
Buyer shall assume the Assumed Liabilities the Buyer is expressly required to assume under the
APA.

13. Upon the Closing of the transactions contemplated by the APA, the Buyer shall
assume the Assumed Liabilities in accordance with the express terms of the APA, including, but not
limited to, all responsibilities of the Debtor under the Property that arise from and after the Closing
Date as more specifically and to the extent provided in the APA.

14. Except as provided in the APA or this Order, after the Closing, the Debtor and the
estate shall have no further liabilities or obligations with respect to any Assumed Liabilities and all
holders of such claims are forever barred and estopped from asserting such claims against the
Debtor, its successors or assigns, its property or its assets or estate.

15.  As the Sale was non-collusive, fair and reasonable and conducted in good faith, and
the transactions contemplated by the APA have been bargained for and undertaken by the Debtor
and the Buyer at arm’s length and without collusion, the Sale approved by this Order is not subject
to avoidance pursuant to section 363(n) of the Bankruptcy Code.

16. Nothing contained in any plan of reorganization (or liquidation) confirmed in this
case or the order of confirmation confirming any plan of reorganization (or liquidation) shall conflict
with or derogate from the provisions of the APA or the terms of this Order. Further, the provisions
of this Order and any actions taken pursuant hereto shall survive the entry of any order which may
be entered converting the Debtor’s case from Chapter 11 to a case under Chapter 7 of the
Bankruptcy Code.

17. The terms and provisions of the APA, together with the terms and provisions of this
Order, shall be binding in all respects upon, and shall inure to the benefit of, the Debtor, its estate,

7
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any trustee appointed in this case (whether in Chapter 7 or Chapter 11), its creditors, the Buyer and
its respective affiliates, successors and assigns, and any affected third parties, including but not
limited to, any and all persons asserting a claim against or interest in the Debtor’s estate or the
Property.

18. The APA may be modified, amended, or supplemented by the parties thereto, in a
writing signed by the parties in accordance with the terms thereof without further order of the Court,
provided that any such modification, amendment, or supplement is immaterial and the Debtor is
authorized to execute any additional documents reasonably necessary to consummate the
transactions set forth in the APA.

19.  On the Closing Date, this Order will be construed and constitute for any and all
purposes a full and complete general assignment, conveyance and transfer of the Property or a bill of
sale transferring title in the Property to the Buyer. Each and every federal, state, and local
governmental agency or department shall be, and it hereby is, directed to accept any and all
documents and instruments, including this Order, necessary and appropriate to consummate the
transactions contemplated by the APA.

20. No bulk sales law, or similar law of any state or other jurisdiction shall apply in any
way to the transactions contemplated by the APA, the Motion or this Order.

21. Notwithstanding any other provision of the APA to the contrary, nothing in the APA
or other related documents implementing the transactions contemplated herein (collectively,
“Documents™), authorizes the transfer or assignment of any licenses, authorizations, guaranties,
leases, contracts, easements, rights of way, agreements or other interests of the United States relating

to the Navy Contracts (collectively, the “Federal Interests”) without compliance with all applicable

legal requirements under non-bankruptcy law governing such transfers or assignments. Moreover,
without limiting the foregoing, nothing in the Documents shall be interpreted to set cure amounts
with respect to any Navy Contract or to require the United States to novate or otherwise consent to
the transfer of any Federal Interests. The United States’ rights to offset or recoup any amounts due
under, or relating to, any Federal Interests are expressly preserved. Further, the Debtor’s rights and

defenses with respect to the United States’ offset or recoupment of any amounts due under, or
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relating to, any Federal Interests are expressly preserved.

22. Because the Court finds that the Buyer is a good faith purchaser within the meaning
of section 363(m) of the Bankruptcy Code, in the event that the parties to the Sale consummate the
transactions contemplated thereby while an appeal of this Order is pending, the Buyer shall be
entitled to rely upon the protections of section 363(m) of the Bankruptcy Code, absent any stay
pending appeal granted by a court of competent jurisdiction prior to such consummation.

23. This Court retains jurisdiction to:

a. Interpret, implement and enforce the terms and provisions of this Order and
the terms of the APA, all amendments thereto and any waivers and consents thereunder and of each
of the agreements executed in connection therewith or related thereto;

b. Compel delivery of the Property to the Buyer;

C. Until the entry of a final decree in this case, resolve any disputes arising under
or related to the Sale; and

d. Adjudicate all issues concerning alleged Interests and any other alleged
interests in and to the Property or the proceeds of the Sale, including the extent, validity,
enforceability, priority and nature of all such alleged interests relating to the proceeds of the Sale.

24, Notwithstanding Bankruptcy Rules 6004 and 7062, this Order shall be effective and
enforceable immediately upon entry and its provisions shall be self-executing, and the Motion or
notice thereof shall be deemed to provide sufficient notice of the Debtors’ request for waiver of the
otherwise applicable stay of the order. This Order shall be effective immediately upon entry

pursuant to Rule 7062 and 9014 of the Federal Rules of Bankruptcy Procedure.

HiHt
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ASSET PURCHASE AGREEMENT
(Sonatech Assets)

THIS ASSET PURCHASE AGREEMENT (the “Agreement”) is made and entered
into as of this 27" day of February, 2017, by and between Sonatech, LLC, a California limited
liability company (the “Buyer”), on the one hand, and Channel Technologies Group, LLC, a
California limited liability company (the “Seller” and, together with Buyer, the “Parties”),
Seller being a Debtor and Debtor in Possession under Case No. 9:16-bk-11912-PC (the “Case”)
in the United States Bankruptcy Court for the Central District of California — Santa Barbara
Division (the “Bankruptcy Court”).

RECITALS

A. Seller wishes to sell to Buyer, pursuant to Sections 363 of Chapter 11 of Title 11
of the United States Code (the “Bankruptcy Code”), certain assets of Seller (as more
particularly described in the Schedules hereto) heretofore used exclusively in connection with
Seller’s classified “Sonatech” project activities and operations (the “Sonatech Project
Activities”) at 879 Ward Drive, Santa Barbara, California (the “Facility”), all at the price and on
the other terms and conditions specified in detail below.

B. Buyer wishes to so purchase and acquire such assets from Seller.

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency
of which is hereby acknowledged, the Parties agree as follows:

1. Transfer of Assets.

1.1  Purchase and Sale of Assets. On the Closing Date, as hereinafter defined,
in consideration of the covenants, representations and obligations of Buyer hereunder, and
subject to the conditions hereinafter set forth, Seller shall sell, assign, transfer, convey and
deliver to Buyer, and Buyer shall purchase from Seller, Seller’s right, title and interest as of the
Closing Date in and to the following assets and properties, and only such assets and properties of
Seller (collectively, the “Property”):

1.1.1 Leases and Contracts. Seller’s right, title and interest in and to (i)
the lessee’s interest under those equipment, personal property and intangible property leases,
rental agreements, licenses, contracts, agreements and similar arrangements, if any, described on
Schedule 1.1.1-(i) attached to this Agreement and incorporated herein by this reference
(collectively, the “Equipment Leases”), and (ii) those other contracts, orders, purchase orders,
licenses, contracts, agreements and similar arrangements described on Schedule 1.1.1-(ii)
attached to this Agreement and incorporated herein by this reference (collectively, the “Other
Contracts” and together with the Equipment Leases, the “Leases and Contracts™).

1.1.2 Personal Property. Those items of equipment and tangible
personal property owned by Seller which are specifically listed or described in Schedule 1.1.2
attached to this Agreement and incorporated herein by this reference (collectively, the “Personal
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Property”). For the avoidance of all doubt, the Personal Property shall expressly exclude any
equipment or other tangible property held by Seller pursuant to a lease, rental agreement,
contract, license or similar arrangement (a “Contract”) where Buyer does not assume the
underlying Contract relating to such personal property at the Closing.

1.1.3 Intangible Property. To the extent of Seller’s interest and only to
the extent transferable, those books, records, patents, processes, trademarks, trade names, service
marks, catalogues, customer lists and other customer data bases, correspondence with present or
prospective customers and suppliers, advertising materials, software programs, and telephone
exchange numbers identified with the Sonatech Project Activities, but, in each of the foregoing
cases, only if and to the extent such items are specifically described on Schedule 1.1.3 attached
hereto and incorporated herein by this reference (collectively, the items specifically described on
Schedule 1.1.3, the “Intangible Property”). As used in this Agreement, Intangible Property
shall in all events exclude(i) any materials containing privileged communications or information
about employees, disclosure of which would violate an employee’s reasonable expectation of
privacy and any other materials which are subject to attorney-client or any other privilege, and
(i) any software or other item of intangible property held by Seller pursuant to a license or other
Contract where Buyer does not assume the underlying Contract relating to such intangible
personal property at the Closing.

1.1.4 Governmental Permits. To the extent transferable and assignable
and to the extent relating solely and exclusively to Seller’s Sonatech Project Activities at the
Facility, Seller’s interest in all licenses, certificates of occupancy, permits, registrations,
certificates of public convenience and necessity, approvals, licenses, easements, authorizations
and operating rights which are both (i) issued or granted by any governmental or similar
authority having jurisdiction over the Sonatech Project Activities at the Facility, and (ii)
specifically described on Schedule 1.1.4 attached hereto and incorporated herein by this
reference (collectively, such items satisfying both the criteria set forth in clauses (i) and (ii) of
the Section 1.1.4, the “Permits and Licenses”).

1.1.5 Inventory. All supplies, goods, materials, work in process,
inventory and stock in trade owned and held by Seller relating exclusively to the Sonatech
Project Activities and described or listed on Schedule 1.1.5 attached hereto and incorporated
herein by this reference, in each case as the same may exist as of the Closing (collectively, the
“Inventory”™).

1.1.6 Vendor Iltems. Those promotional allowances and vendor rebates
and similar items, if any, which relate exclusively to the Sonatech Project Activities and are
specifically described and listed on Schedule 1.1.6 attached hereto and incorporated herein by
this reference, as the same may exist as of the Closing (collectively, the “Vendor-Related
Assets”).

1.1.7 Claims, Etc. Both (a) those claims, prepayments, warranties,
guarantees, refunds, reimbursements, causes of action, rights of recovery, rights of set-off and
rights of recoupment, if any, specifically described and listed on Schedule 1.1.7 attached hereto
and incorporated herein by this reference, as the same may exist as of the Closing, and (b) all
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rights to assert claims, if any, for infringement of any Intellectual Property Rights (as such term
is defined below) to the extent the same relate to or arise solely and exclusively out of assets or
interests included as part of the Property (collectively, the “Claims™).

The items and assets described in Sections 1.1.2 and 1.1.4 through 1.1.7 are sometimes
collectively referred to herein as the “Assignment Property.” For purposes of this Agreement,
the term "Intellectual Property Rights” means any and all, whether domestic or foreign,
patents, patent applications, patent rights, trade secrets, confidential business information,
formulae, processes, laboratory notebooks, computer software source code and object code,
algorithms, copyrights, mask works, claims of infringement against third parties, licenses,
permits, license rights, contract rights with employees, consultants and third parties, trademarks,
trademark rights, inventions and discoveries, and such other rights generally classified as
intangible, intellectual property assets in accordance with generally accepted accounting
principles. For the avoidance of all doubt, Buyer expressly acknowledges that following the
Closing, Buyer’s sole and exclusive right to use or utilize in any way (directly or indirectly) any
property or assets of any type or kind of Seller (whether tangible, intangible or otherwise) owned
or theretofore owned by Seller shall be limited to the Property and the rights acquired hereunder
with respect to such Property.

1.2 Excluded Assets. Notwithstanding anything to the contrary in this
Agreement, the Property shall be limited solely and exclusively to the Property and any and all
other assets and property of Seller (or in which Seller has any right, title or interest whatsoever)
shall be excluded from and not be a part of the transactions contemplated herein in any respect.

1.3 Instruments of Transfer. The sale, assignment, transfer, conveyance and
delivery of the Property to Buyer shall be made by deeds, assignments, bill of sale, and other
instruments of assignment, transfer and conveyance provided for in Section 3 below and such
other instruments as may reasonably be requested by Buyer to transfer, convey, assign and
deliver the Property to Buyer, but in all events only to the extent that the same do not impose any
monetary obligations upon Seller or in any other respect increase in any material way the
burdens imposed by the other provisions of this Agreement upon Seller.

2. Consideration and Liguidated Damages.

2.1 Purchase Price.

2.1.1. The cash consideration to be paid by Buyer to Seller for the Property (the
“Purchase Price”) shall be an amount equal to Three Hundred Twenty-Eight Thousand Seven
Hundred Fifty Dollars ($328,750.00).

2.1.2 The Purchase Price shall be paid as follows:

€)) Concurrently with the mutual execution and delivery of this
Agreement (the date of such mutual execution and delivery is sometimes referred to herein as the
“Execution Date”), Buyer shall deposit into an escrow (the “Escrow”) with a licensed escrow
agent (the “Escrow Holder”) reasonably designated by Seller an amount equal to $50,000.00
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(the “Deposit™) in immediately available, good funds (funds delivered in this manner are
referred to herein as “Good Funds”), pursuant to joint escrow instructions to be delivered to the
Escrow Holder on or before the Execution Date. In turn, the Escrow Holder shall immediately
deposit the Deposit into an interest-bearing account. The Deposit shall become nonrefundable
upon the termination of the transaction contemplated by this Agreement by reason of Buyer’s
default of any obligation hereunder (a “Buyer Default Termination™), it being agreed that
Seller shall not have the right to so terminate this Agreement unless Buyer has failed to cure the
applicable default within five (5) days following its receipt of written notice thereof from Seller.
At the Closing, the Deposit (and any interest accrued thereon) shall be credited and applied
toward payment of the Purchase Price. In the event the Deposit becomes nonrefundable because
of a Buyer Default Termination, Escrow Holder shall immediately disburse the Deposit and all
interest accrued thereon to Seller to be retained by Seller for its own account. If the transactions
contemplated herein terminate by reason of (A) Seller’s material default under this Agreement, it
being agreed that Buyer shall not have the right to so terminate this Agreement unless Seller has
failed to cure the applicable default within five (5) days following their receipt of written notice
thereof from Buyer, or (B) the failure of a condition to Buyer’s obligations hereunder, the
Escrow Holder shall return to Buyer the Deposit (together with all interest accrued thereon), but
less Buyer’s one-half share of the Escrow Holder’s escrow fees and charges.

(b) LIQUIDATED DAMAGES. BUYER AND SELLER HEREBY
ACKNOWLEDGE THAT, IN THE EVENT OF BUYER'S DEFAULT, IT WOULD BE
IMPRACTICABLE AND EXTREMELY DIFFICULT TO ESTIMATE THE DAMAGES
SELLER MAY SUFFER OR INCUR IN THE EVENT THAT THE TRANSACTION
CONTEMPLATED HEREIN FAILS TO CLOSE BY REASON OF SUCH DEFAULT.
ACCORDINGLY, NOTWITHSTANDING ANYTHING TO THE CONTRARY HEREIN,
BUYER AND SELLER HEREBY AGREES THAT CONSIDERING ALL OF THE
CIRCUMSTANCES EXISTING AT THE EXECUTION OF THIS AGREEMENT, A
REASONABLE ESTIMATE OF THE TOTAL DETRIMENT THAT SELLER WOULD
SUFFER IN THE EVENT THAT THE TRANSACTION CONTEMPLATED HEREIN FAILS
TO CLOSE BY REASON OF BUYER'S DEFAULT IS AND SHALL BE AN AMOUNT
EQUAL TO THE AMOUNT OF THE DEPOSIT. EXCEPT AS OTHERWISE PROVIDED IN
CLAUSES (ii) AND (iii) BELOW, SAID AMOUNT SHALL REPRESENT THE FULL,
AGREED, AND LIQUIDATED DAMAGES TO WHICH SELLER IS ENTITLED BY
REASON OF BUYER'S BREACH AND SELLER HEREBY EXPRESSLY WAIVES ANY
AND ALL OTHER CLAIMS TO DAMAGES OR OTHER REMEDIES (WHETHER AT LAW
OR IN EQUITY). THE PAYMENT OF SUCH AMOUNT AS LIQUIDATED DAMAGES IS
NOT INTENDED AS A FORFEITURE OR PENALTY WITHIN THE MEANING OF
CALIFORNIA CIVIL CODE SECTIONS 3275 OR 3369, BUT RATHER IS INTENDED TO
CONSTITUTE LIQUIDATED DAMAGES TO SELLER PURSUANT TO CALIFORNIA
CIVIL CODE SECTIONS 1671, ET. SEQ. UPON BUYER'S DEFAULT AND SELLER’S
ELECTION TO TERMINATE THIS AGREEMENT BY REASON THEREOF, THIS
AGREEMENT SHALL TERMINATE AND EXCEPT FOR (i) SELLER’S RIGHT TO
COLLECT THE AMOUNT OF SUCH LIQUIDATED DAMAGES, (ii) ANY PROVISIONS
AND OBLIGATIONS (INCLUDING, WITHOUT LIMITATION, BUYER'S INDEMNITY
OBLIGATIONS) OF THIS AGREEMENT WHICH BY THEIR TERMS SURVIVE ANY
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TERMINATION OF THIS AGREEMENT, AND (iii) THE PARTIES' RESPECTIVE
OBLIGATIONS UNDER SECTION 11.2 OF THIS AGREEMENT, THE PARTIES HERETO
SHALL BE RELIEVED OF ANY FURTHER LIABILITY OR OBLIGATION UNDER THIS
AGREEMENT. BY PLACING THEIR INITIALS IN THE SPACES PROVIDED BELOW.
EACH PARTY SPECIFICALLY ACKNOWLEDGES AND CONFIRMS THE ACCURACY
OF THE STATEMENTS SET FORTH ABOVE AND THAT THEY WERE REPRESENTED
BY COUNSEL OF THEIR CHOICE WHO FULLY EXPLAINED THE CONSEQUENCES OF
THIS LIQUIDATED DAMAGES PROVISION AT THE TIME OF EXECUTION OF THIS
AGREEMENT.

Seller’s Initials: ﬁﬂ/ Buyer's Initials: /A7 >

(c) On the Closing Date, Buyer shall (A) cause the Escrow Holder to
deliver the Deposit (together with all accrued interest thereon) to Seller. and (B) pay and deliver.
in Good Funds, the balance of the Purchase Price to Seller.

2.2 Assumed Liabilities; Purchase Price Allocation.

2.2.1. Effective as of the Closing Date, Buyer shall assume all of the following:
(1) without in any way limiting Buyer’s obligations to bear and pay any and all cure amounts that
are payable with respect to any period prior to the Closing and are identified on Schedule 2.2.1
hereto as "cure amounts” being assumed by Buyer, all liabilities and obligations of Seller first
arising or accruing after the Closing Date under the Leases and Contracts. and (ii) all additional
liabilities and obligations set forth or described on Schedule 2.2.1-(ii) hereto (collectively. the
“Assumed Liabilities”). For the avoidance of all doubt. Buyer acknowledges and agrees that
Seller shall not have any obligation to assume and assign (or otherwise assign) to Buyer any
Lease or Contract with respect to which there is a “cure amount” payable that is not assumed by
Buyer and that Seller’s failure to assign any such Lease or Contract shall have no effect
whatsoever on the Purchase Price or Buyer’s obligation to otherwise consummate the
transactions contemplated by this Agreement.

2.2.2. Purchase Price Allocation. The Purchase Price shall be allocated among
the various assets comprising the Property in accordance with the allocation schedule attached
hereto (the “Allocation Schedule”) in accordance with Treasury Regulation 1.1060-1 (or any
comparable provisions of state or local tax law) or any successor provision. Buyer and Seller
shall file or cause to be filed any and all tax forms (including U.S. Internal Revenue Service
Form 8594), statements and schedules with respect to the transactions contemplated by this
Agreement (including any required amendments to such forms. statements and schedules) strictly
in accordance with the allocation of the Purchase Price set forth on the Allocation Schedule.

3. Closing Transactions.

3.1 Closing Conference. The Closing of the transactions provided for herein
(the “Closing”) shall take place at such place or places as the Parties may mutually agree upon.

n
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3.2  Closing Date. The Closing shall be held upon the earlier to occur of (i) the
second (2"%) business day following the satisfaction of the last of the conditions set forth in
Sections 4.1 and 4.2 below, and (ii) March 31, 2017 (the “Outside Date”); provided, however,
in the event the conditions to Closing have not been satisfied or waived by the Outside Date, then
any Party who is not in default hereunder may terminate this Agreement. Alternatively, the
Parties may mutually agree to an extended Closing Date. Until this Agreement is either
terminated or the Parties have agreed upon an extended Closing Date, the Parties shall diligently
continue to work to satisfy all conditions to Closing and the transaction contemplated herein
shall close as soon as such conditions are satisfied or waived.

3.3 Seller’s Deliveries to Buyer at Closing. On the Closing Date, Seller shall
make the following deliveries to Buyer:

3.3.1 An Assignment and Assumption of Contracts substantially in the
form and content attached as Exhibit “A” hereto, duly executed by Seller pursuant to which
Seller shall assign to Buyer such Seller’s interest, if any, in the Leases and Contracts (the
“Assignment of Leases”).

3.3.2 A BiIll of Sale and Assignment, duly executed by Seller in the form
and on the terms of the bill of sale attached hereto as Exhibit “B,” pursuant to which Seller
transfers and assigns to Buyer such Seller’s right, title and interest in and to the Personal
Property and the Assignment Property (the “Bill of Sale”).

3.3.3 A counterpart Assignment of Intangible Property, duly executed by
Seller, in the form and content of the assignment of intangible property attached as Exhibit “C”
hereto, pursuant to which Seller assigns to Buyer such Seller’s interest, if any, in and to the
Intangible Property (the “Assignment of Intangible Property”).

3.3.4 A counterpart of the Sublease Modification Agreement (as defined
in Section 4.1.8 below), duly-executed by Seller.

3.3.5 Any such other documents, funds or other things reasonably
contemplated by this Agreement to be delivered by Seller to Buyer at the Closing.

3.4 Buyer’s Deliveries to Seller at Closing. On the Closing Date, Buyer shall
make or cause the following deliveries to Seller:

3.4.1 Payment of the Purchase Price.

3.4.2 A counterpart of the Assignment of Leases, duly-executed by
Buyer.

3.4.3 An Assumption of Liabilities with respect to the Assumed
Liabilities, in the form and content attached as Exhibit “D” hereto and incorporated herein by
this reference, duly-executed by Buyer (the “Assumption of Liabilities™).
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3.4.4 A counterpart of the Sublease Modification Agreement, duly-
executed by Buyer.

3.4.5 Any such other documents, funds or other things reasonably
contemplated by this Agreement to be delivered by Buyer to Seller at the Closing.

3.5  Prorations. Rent, current taxes, prepaid advertising, utilities and other
items of expense (including, without limitation, any prepaid insurance, maintenance, tax or
common area or like payments under the Leases and Contracts, or any of them) relating to or
attributable to the Seller’s Sonatech Project Activities at the Facility and/or the Property shall be
prorated between Seller and Buyer as of the Closing Date. All liabilities and obligations due in
respect of periods prior to or as of the Closing Date shall be paid in full or otherwise satisfied by
Seller and all liabilities and obligations due in respect of periods after the Closing Date shall be
paid in full or otherwise satisfied by Buyer; provided, however, the provisions of this Section 3.5
are subject to Buyer’s obligations to assume liabilities and obligations pursuant to Section 2.2,
above. Rent shall be prorated based on a thirty (30) day month.

3.6  Sales, Use and Other Taxes. Any sales, purchase, transfer, stamp,
documentary stamp, use or similar taxes under the laws of the states in which any portion of the
Property is located, or any subdivision of any such state, or under any federal law or the laws or
regulations of any federal agency or authority, which may be payable by reason of the sale or
transfer of the Property under this Agreement or the transactions contemplated herein shall be
borne and paid by Buyer.

3.7  Possession. Right to possession of the Property shall transfer to Buyer on
the Closing Date. Seller shall transfer and deliver to Buyer on the Closing Date such keys, locks
and safe combinations and other similar items as Buyer may reasonably require to obtain
occupation and control of the Property, and shall also make available to Buyer at their then
existing locations the originals of all documents in Seller’s actual possession that are required to
be transferred to Buyer by this Agreement.

4. Conditions Precedent to Closing.

4.1  Conditions to Seller’s Obligations. Seller’s obligation to make the
deliveries required of Seller at the Closing Date and otherwise consummate the transaction
contemplated herein shall be subject to the satisfaction or waiver by Seller of each of the
following conditions:

4.1.1 All of the representations and warranties of Buyer contained herein
shall continue to be true and correct at the Closing in all material respects.

4.1.2 Buyer shall have executed and delivered to Seller the Assignment
of Leases and the Assumption of Liabilities.

4.1.3 Buyer shall have delivered, or shall be prepared to deliver to Seller
at the Closing, all cash and other documents required of Buyer to be delivered at the Closing.
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4.1.4 Buyer shall have delivered to Seller appropriate evidence of all
necessary entity action by Buyer in connection with the transactions contemplated hereby,
including, without limitation: (i) certified copies of resolutions duly adopted by Buyer’s
members approving the transactions contemplated by this Agreement and authorizing the
execution, delivery, and performance by Buyer of this Agreement; and (ii) a certificate as to the
incumbency of those Managers of Buyer executing this Agreement and any instrument or other
document delivered in connection with the transactions contemplated by this Agreement.

4.1.5 No action, suit or other proceedings shall be pending before any
court, tribunal or governmental authority seeking or threatening to restrain or prohibit the
consummation of the transactions contemplated by this Agreement, or seeking to obtain
substantial damages in respect thereof, or involving a claim that consummation thereof would
result in the violation of any law, decree or regulation of any governmental authority having
appropriate jurisdiction.

4.1.6 Buyer shall have substantially performed or tendered performance
of each material covenant on Buyer’s part to be performed which, by its terms, is required to be
performed at or before the Closing.

4.1.7 Buyer and Seller, as Sublessee and Sublessor, respectively, shall
have entered into a Sublease relating to a portion of the Facility (the “Sublease™), which
Sublease shall be identical in form and content to Exhibit “E” attached hereto and incorporated
herein by this reference.

4.1.8 The Bankruptcy Court shall have entered the Approval Order in
accordance with Section 8 below and the Approval Order shall not have been stayed as of the
Closing Date.

4.1.9 Each of the Transferred Employees (as defined in Section 10.1
below) shall have executed and delivered to Seller a Confidentiality and Proprietary Rights
Agreement (in favor of Seller with respect to confidential, proprietary and other information and
assets of Seller not included in the Property) in the form and content attached as Exhibit “F”
hereto and incorporated herein by this reference.

4.2 Conditions to Buyer’s Obligations. Buyer’s obligation to make the
deliveries required of Buyer at the Closing and otherwise consummate the transaction
contemplated herein shall be subject to the satisfaction or waiver by Buyer of each of the
following conditions:

4.2.1 Seller shall have substantially performed or tendered performance
of each and every covenant on Seller’s part to be performed which, by its terms, is required to be
performed or capable of performance at or before the Closing.

4.2.2 All of the representations and warranties of Seller contained herein
shall continue to be true and correct at the Closing in all material respects.



Case 9:16-bk-11912-PC Doc 211 Filed 03/01/17 Entered 03/01/17 15:32:44 Desc
Main Document  Page 34 of 121

4.2.3 Seller shall have delivered, or shall be prepared to deliver to Buyer
at the Closing, all documents required of Seller to be delivered at the Closing.

4.2.4 No action, suit or other proceedings shall be pending before any
court, tribunal or governmental authority seeking or threatening to restrain or prohibit the
consummation of the transactions contemplated by this Agreement, or seeking to obtain
substantial damages in respect thereof, or involving a claim that consummation thereof would
result in the violation of any law, decree or regulation of any governmental authority having
appropriate jurisdiction.

4.2.5 The Bankruptcy Court shall have entered the Approval Order in
accordance with Section 8 below and the Approval Order shall not have been stayed as of the
Closing Date.

4.2.6 Buyer and Seller shall have entered into the Sublease .

Any waiver of a condition shall be effective only if such waiver is stated in writing and signed by
the waiving Party; provided, however, that the consent of a Party to the Closing shall constitute a
waiver by such Party of any conditions to Closing not satisfied as of the Closing Date.

5. Seller’s Representations and Warranties. Seller hereby makes the following
representations and warranties to Buyer:

5.1  Organization, Standing and Power. Seller is a limited liability company,
duly organized, validly existing and in good standing under the laws of the state of California.
Seller has all requisite entity power and authority to own, lease and, subject to the provisions of
the Bankruptcy Code applicable to debtors in possession, operate its properties, to carry on
Seller’s business as now being conducted. Subject to entry of the Approval Order, Seller has the
power and authority to execute, deliver and perform this Agreement and all writings relating
hereto.

5.2  Validity and Execution. This Agreement has been duly executed and
delivered by Seller and, upon entry of the Approval Order, will constitute the valid and binding
obligation of Seller enforceable against it in accordance with its terms, except as may be limited
by any bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or other laws
(whether statutory, regulatory or decisional), now or hereafter in effect, relating to or affecting
the rights of creditors generally or by equitable principles (regardless of whether considered in a
proceeding at law or in equity).

5.3 No Conflict. Subject to entry of the Approval Order, the consummation of
the transactions herein contemplated, and the performance of, fulfillment of and compliance with
the terms and conditions hereof by Seller do not and will not: (i) conflict with or result in a
breach of the articles of incorporation, by-laws or operating agreement, as applicable, of Seller;
(i) violate any statute, law, rule or regulation, or any order, writ, injunction or decree of any
court or governmental authority, or (iii) violate or conflict with or constitute a default under any
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agreement, instrument or writing of any nature to which Seller is a Party or by which Buyer or its
assets or properties may be bound.

6. Buyer’s Warranties and Representations. In addition to the representations and
warranties contained elsewhere in this Agreement, Buyer hereby makes the following
representations and warranties to Seller:

6.1  Organization, Standing and Power. Buyer is a corporation duly organized,
validly existing and in good standing under the laws of California. Buyer has all requisite entity
power and authority to own, lease and operate its properties, to carry on its business as now
being conducted and to execute, deliver and perform this Agreement and all writings relating
hereto.

6.2  No Conflict. The execution, delivery and performance of this Agreement
and all writings relating hereto by Buyer have been duly and validly authorized. The execution
and delivery of this Agreement, the consummation of the transactions herein contemplated, and
the performance of, fulfillment of and compliance with the terms and conditions hereof by Buyer
do not and will not: (i) conflict with or result in a breach of the articles of incorporation or by-
laws of Buyer or, if applicable, other organizational documents or agreements of Buyer; (ii)
violate any statute, law, rule or regulation, or any order, writ, injunction or decree of any court or
governmental authority; or (iii) violate or conflict with or constitute a default under any
agreement, instrument or writing of any nature to which Buyer is a Party or by which Buyer or
its assets or properties may be bound.

7. “AS IS” Transaction. Buyer hereby acknowledges and agrees that Seller makes no
representations or warranties whatsoever, express or implied, with respect to any matter relating
to the Property, or any portion thereof (including, without limitation, income to be derived or
expenses to be incurred in connection with the Property, the physical condition of the Personal
Property or Inventory, the environmental condition or other matter relating to the physical
condition of any real property or improvements which comprise the Facility, the zoning of the
real property or improvements which comprise the Facility, the value of the Property (or any
portion thereof), the transferability of any intellectual property licenses or any other portion of
the Property, the terms, amount, validity, collectability or enforceability of the Accounts
Receivable or any Assumed Liabilities or Lease or Contract, the merchantability or fitness of the
Personal Property, the Inventory or any other portion of the Property for any particular purpose,
whether the assignment of any Lease or Contract without the consent of the counterparties
thereto or any Lease or Contract would constitute a breach or default under such Lease or
Contract). Without in any way limiting the foregoing, Seller hereby disclaims any warranty
(express or implied) of merchantability or fitness for any particular purpose as to any portion of
the Property. Buyer further acknowledges that Buyer has conducted an independent inspection
and investigation of the physical condition of all portions the Property and all such other matters
relating to or affecting or comprising the Property and/or the Assumed Liabilities as Buyer
deemed necessary or appropriate and that in proceeding with its acquisition of the Property,
Buyer is doing so based solely upon such independent inspections and investigations.
Accordingly, Buyer will accept the Property at the Closing “AS IS, “WHERE IS,” and “WITH
ALL FAULTS.”

10
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8. Bankruptcy Court Approvals. Promptly following the Execution Date (and in no
event later than two (2) business days thereafter), Seller will make a motion (the “Sale Motion”)
for an order (the “Approval Order”) from the Bankruptcy Court which approves the sale of the
Property to Buyer on the terms and conditions set forth in this Agreement and authorizes the
Seller to proceed with this transaction, which Approval Order shall be substantially in the form
and content attached as Exhibit “G” hereto and incorporated herein by this reference. If
requested by the Bankruptcy Court or Seller, Buyer shall provide adequate assurance of future
performance (satisfactory to the Bankruptcy Court) to the counterparties to the Leases and
Contracts. Following the filing of the Sale Motion, Seller shall use commercially reasonable
efforts to obtain the Approval Order. Both Buyer’s and Seller’s obligations to consummate the
transactions contemplated in this Agreement which the Buyer and Seller may hereafter enter into
shall be conditioned upon the Bankruptcy Court’s entry of the Approval Order. If (i) the
Bankruptcy Court refuses to issue the Approval Order at the hearing on the Sale Motion, or (ii)
the Approval Order is for any reason whatsoever not entered by the Bankruptcy Court on or
before March 31, 2017, then, in either circumstance, either Seller or Buyer shall have the right
to terminate this Agreement upon written notice to the other, whereupon Seller and Buyer shall
be relieved of any further liability or obligation hereunder unless the failure of the Approval
Order to get entered is the result of a Party’s breach hereunder, in which case the non-breaching
Party shall have the right to pursue its remedies for the other Party’s breach hereof. In the event
of any such termination, and provided that Buyer is not in default hereunder, the Escrow Holder
shall return to Buyer the Deposit (together with all interest accrued thereon), but less Buyer’s
one-half share of the Escrow Holder’s escrow fees and charges. Upon entry of the Approval
Order in accordance with the provisions of this Section 8, the condition set forth in this Section 8
shall conclusively be deemed satisfied, unless the Approval Order is stayed by the Bankruptcy
Court prior to the Closing. Seller shall promptly provide Buyer with drafts of all documents,
motions, orders, filings or pleadings that Seller proposes to file with the Bankruptcy Court which
relate to the consummation or approval of this Agreement and to the extent practicable will
provide Buyer with reasonable opportunity to review such filings and Seller shall consider in
good faith Buyer’s reasonable and customary suggestions and comments to those filings.

9. Pre-Closing Covenants.

9.1  Except (i) as otherwise expressly contemplated by this Agreement, (ii)
with the prior written consent of Buyer, or (iii) as prohibited or restricted by the Bankruptcy
Code or orders of the Bankruptcy Court, from the date hereof until the Closing Date, the Seller
shall use commercially reasonable efforts to: (a) conduct the Sonatech Project Activities at the
Facility in a manner substantially similar to the manner in which the Seller has conducted such
Sonatech Project Activities during the period immediately prior to the Execution Date, (b)
preserve intact the Sonatech Project Activities at the Facility, to keep available, either through
active, full-time employment with Seller or through active on-call employment with Seller, the
services of the employees listed on Schedule 9 attached hereto and incorporated herein by this
reference (collectively, the “Employees™); provided that, without limiting any other caveats to
Seller’s obligations, nothing herein shall be deemed to impose on Seller any obligation to incur
any additional costs to so retain the Employees, nor shall this covenant be deemed breached by
Seller’s termination of any such Employee by reason of any violation by such Employee of
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Seller’s standard terms of employment or any employment agreement between Seller and the
applicable Employee, (c¢) without limiting the generality of the foregoing clauses "(a)" and "(b),"
keep Contract Nos. 13G5232 and N00167-14-D-0003, each between Seller and the United
States Navy (collectively, the "Navy Contracts") in full force and effect and discharge the
obligations of Seller thereunder on or before the due date of Seller's performance, provided,
however, for the avoidance of any doubt, nothing in this Section 9shall require Seller to bear or
pay any cure amounts relating to the Navy Contracts (all of which shall be borne and paid as and
when required by Buyer) or to cure any other presently existing defaults on Seller’s part under
the Navy Contracts, and (d) not take any action inconsistent with this Agreement or with the
consummation of the Closing.

9.2 Notwithstanding any other provision of this Agreement to the contrary,
nothing in this Agreement or other related documents implementing the transactions
contemplated herein (collectively, "Documents'), authorizes the transfer or assignment of any
licenses, authorizations, guaranties, leases, contracts, easements, rights of way, agreements or
other interests of the United States relating to the Navy Contracts (collectively, the ""Federal
Interests') without compliance with all applicable legal requirements under non-bankruptcy law
governing such transfers or assignments. Moreover, without limiting the foregoing, nothing in
the Documents shall be interpreted to set cure amounts with respect to any Navy Contract or to
require the United States to novate or otherwise consent to the transfer of any Federal Interests.
The United States' rights to offset or recoup any amounts due under, or relating to, any Federal
Interests are expressly preserved.

10. Employee Matters.

10.1  Prior to the Closing, Buyer shall offer to employ all of the Employees at
their salaries, compensation levels and terms and conditions of employment applicable to their
employment by Seller immediately prior to the Closing. Such Employees who become
employees of Buyer shall be collectively referred to as the "Transferred Employees."

10.2  To the extent permitted by applicable law, Buyer shall give Transferred
Employees full credit for purposes of eligibility and vesting and benefit accrual (other than
benefit accrual under a defined benefit pension plan) under the employee benefit plans or
arrangements maintained by the Buyer in which such Transferred Employees participate for such
Transferred Employees' service with the Seller.

10.3  With respect to any welfare benefit plans maintained by Buyer for the
benefit of Transferred Employees on and after the Closing Date, Buyer shall, to the extent
permitted under applicable law and the terms of Buyer's benefit plans, (i) cause there to be
waived any eligibility requirements or pre-existing condition limitations, and (i1) give effect, in
determining any deductible and maximum out-of-pocket limitations, amounts paid by such
Transferred Employees with respect to benefit plans heretofore maintained by the Seller.

10.4  Seller shall be responsible for paying and discharging all liabilities for
vacation time, sick leave, personal leave and other compensated time off accrued by the
Transferred Employees as of the Closing Date.
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11. Miscellaneous.

11.1 Risk of Loss, Damage and Destruction; Condemnation. Seller shall
promptly notify Buyer of the occurrence of any material damage to or destruction of the Property
that occurs prior to the Closing Date. In the event of any uninsured damage to or destruction of
the Property prior to the Closing Date the cost of which to repair would total $10,000.00 or less,
then such damage or destruction shall have no effect whatsoever on the Purchase Price or
Buyer’s or Seller’s obligation to close. Should any uninsured damage or destruction to the
Property occur prior to the Closing Date the cost of which to repair would total more than
$10,000.00 but less than $25,000.00, then unless Seller causes the same to be repaired and
restored in all material respects prior to the Closing Date (in which case the Purchase Price shall
be unaffected and the parties shall proceed with the Closing as though such damage, destruction
or proceedings had never occurred or been initiated), Buyer’s sole remedy shall be to receive a
dollar-for-dollar reduction in the Purchase Price in an amount equal to the sum of (i) the cost of
such repairs, less (ii) the amount of any insurance proceeds with respect thereto assigned to
Buyer at the Closing, and consummate the transaction contemplated herein. If any uninsured
damage or destruction to the Property occurs prior to the Closing Date the cost of which to repair
would total $25,000.00 or more, then irrespective of whether the same can be repaired and/or
restored prior to the Closing Date, Buyer shall have the right and option to either (i) terminate the
transaction contemplated herein, or (ii) elect to receive, as its sole and exclusive remedy by
reason of such damage, destruction, a Purchase Price reduction in the amount of $25,000.00 and
consummate the transaction contemplated herein as though the damage or destruction had never
occurred or been initiated. In all other events or in the event that Buyer elects to consummate the
purchase pursuant to clause (ii) above, (xx) all insurance or condemnation proceeds, including
business interruption and rental loss proceeds, collected by or paid to Seller prior to the Closing
Date, shall be credited against the Purchase Price on Buyer’s account or the Purchase Price shall
be adjusted by an amount agreed between Buyer and Seller, and (yy) all entitlement to all other
insurance or condemnation proceeds arising out of such damage or destruction or proceedings
and not collected prior to the Closing Date shall be assigned to Buyer at the Closing.
Notwithstanding anything to the contrary in this Agreement, the risk of loss or damage to the
Property shall unconditionally shift to the Buyer on the Closing Date. For avoidance of doubt,
Buyer and Seller intend that the provisions of this Section 11.1 shall control over any right or
remedy to which the Buyer may otherwise be entitled under this Agreement by reason of the
occurrence of any event subject to this Section 11.1.

11.2 Attorneys’ Fees. In the event that either Party hereto brings an action or
other proceeding to enforce or interpret the terms and provisions of this Agreement, the
prevailing Party in that action or proceeding shall be entitled to have and recover from the non-
prevailing Party all such fees, costs and expenses (including, without limitation, all court costs
and reasonable attorneys’ fees) as the prevailing Party may suffer or incur in the pursuit or
defense of such action or proceeding.

11.3 Reasonable Access to Records and Certain Personnel; Certain Shared

Expenses.
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@) In order to facilitate Seller’s efforts to administer and close the
Case (including, without limitation, the preparation of filings in the Case and state, local and
federal tax returns and other filings, reconciliation of claims filed in the Case, removal of
corporate and other records and information relating or belonging to entities other than Seller),
for a period of four (4) years following the Closing, (i) the Buyer shall permit Seller’s counsel
and other professionals and counsel for any successor to Seller and its respective professionals
(collectively, “Seller Permitted Access Parties”) reasonable access to the financial and other
books and records relating to the Property or the Business and the systems containing such
information, books and records, which access shall include (xx) the right of such Seller Permitted
Access Parties to copy, at such Seller Permitted Access Parties’ expense, such documents and
records as they may request in furtherance of the purposes described above, and (yy) Buyer’s
copying and delivering to the relevant Seller Permitted Access Parties such documents or records
as they may request, but only to the extent such Seller Permitted Access Parties furnish Buyer
with reasonably detailed written descriptions of the materials to be so copied and the applicable
Seller Permitted Access Party reimburses the Buyer for the reasonable costs and expenses
thereof, and (ii) Buyer shall provide the Seller Permitted Access Parties (at no cost to the Seller
Permitted Access Parties) with reasonable access to the Transferred Employees during regular
business hours to assist Seller and the other Seller Permitted Access Parties in their post-Closing
activities (including, without limitation, preparation of tax returns), provided that such access
does not unreasonably interfere with the Buyer’s business operations.

(b) During the fourteen (14) day period immediately following the
Closing (the “Service Cooperation Period”), Buyer may require certain services from Seller,
specifically those described on Schedule 11.3 attached hereto and incorporated herein by this
reference (collectively, the “Services”). Upon Buyer’s written request and provided that Seller
still has or controls the resources necessary to provide the Services to Buyer, Seller shall use
commercially reasonable efforts to provide the requested Services or access thereto (in each case
without warranty of any kind) during the Service Cooperation Period. For all Services so
provided to Buyer, Buyer shall pay Seller upon being invoiced therefor by Seller at the
applicable rates set forth on Schedule 11.3. Without limiting Seller’s remedies in the event that
Buyer fails to pay in full any such invoice within three (3) business days of Buyer’s receipt
thereof, in such event, Seller shall have the right to suspend provision of all Services to Buyer
until the applicable invoice is paid in full, together with interest thereon at the rate of 7% per
annum on the delinquent amount from the fourth (4') business day following Buyer’s receipt of
the invoice until Seller receives payment in full. Should Buyer fail timely to pay more than one
invoice during the Service Cooperation Period, Seller shall have the right permanently to cease
providing any further Services.

(©) Seller acknowledges that, although Buyer has made copies of such
books and records relating to the use and operation of the Property prior to the Closing, Seller is
retaining the originals of such historical books and records, and that Buyer may need to have
access to the originals of such books and records in order to address issues raised by the counter-
parties to the Contracts being assigned to and assumed by Buyer hereunder or governmental
agencies with jurisdiction over Seller, Buyer, and the Property, and in order to facilitate Buyer's
efforts to administer the Property and address such issues, until such time (and only until such
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time) as Seller sells, transfers, assigns or otherwise disposes of a material portion of the assets or
property retained by Seller following the Closing (it being expressly understood and agreed that
the obligations of Seller under this Section 11.3(c) shall automatically lapse, terminate and cease
to be of any further force or effect whatsoever upon the consummation of any such transaction) ,
Seller hereby agrees that:

Q) Seller shall permit Buyer and its counsel and other
professionals (collectively, “Buyer Permitted Access Parties™) reasonable access to the
financial and other books and records to the extent relating directly to the Property or the
Business (collectively, the “Relevant Records™) and the systems containing such Relevant
Records, which access shall include (xx) the right of such Buyer Permitted Access Parties to
copy, at such Buyer Permitted Access Parties’ expense, such Relevant Records as they may
request in furtherance of the purposes described above, and (yy) Seller’s copying and delivering
to the relevant Buyer Permitted Access Parties such Relevant Records as they may request, but
only to the extent such Buyer Permitted Access Parties furnish Seller with reasonably detailed
written descriptions of the materials to be so copied and the applicable Buyer Permitted Access
Party reimburses the Seller for the reasonable costs and expenses thereof, and

(i) Seller shall provide the Buyer Permitted Access Parties (at
no cost to the Buyer Permitted Access Parties) with reasonable access to Seller's employees
during regular business hours to assist Buyer and the other Buyer Permitted Access Parties in
their post-Closing activities (including, without limitation, preparation of tax returns), provided
that such access does not unreasonably interfere with the Seller’s business operations.

11.4 Notices. Unless otherwise provided herein, any notice, tender, or delivery
to be given hereunder by any Party to the other may be effected by personal delivery in writing,
or by registered or certified mail, postage prepaid, return receipt requested or by facsimile, and
shall be deemed communicated as of the date of mailing or facsimile transmission (with answer
back confirmation of such transmission). Mailed notices shall be addressed as set forth below,
but each Party may change his address by written notice in accordance with this Section 11.4.

To Seller: c/o David Tiffany
Chief Restructuring Officer
13727 Noel Road,
Suite 200
Dallas, TX 75240
Facsimile: (214) 276-1417
Email: david.tiffany@cr3partners.com

With a copy to: Laura Davis Jones, Esq.
Pachulski Stang Ziehl & Jones LLP
919 North Market Street, 17th Floor
Wilmington, DE 19899-8705 (courier 19801)
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Fax: 302.652.4400
Email: ljones@pszjlaw.com

To Buyer: Sonatech, LLC
Attn:  Mr. Mark Shaw
5535 Huntington Drive
Santa Barbara, CA 93111
Facsimile: (805) 966-3320
Email: mtsinsbca@gmail.com

With a copy to: Reicker, Pfau, Pyle & McRoy LLP
Attn: Michael E. Pfau
1421 State Street, Suite B
Santa Barbara, CA 93101
Facsimile: (805) 966-3320
Email: mpfau@rppmh.com

11.5 Entire Agreement. This Agreement and the documents to be executed
pursuant hereto contain the entire agreement between the Parties relating to the sale of the
Property. Any oral representations or modifications concerning this Agreement or any such
other document shall be of no force and effect excepting a subsequent modification in writing,
signed by the Party to be charged.

11.6  Modification. This Agreement may be modified, amended or supple-
mented only by a written instrument duly executed by all the Parties hereto.

11.7 Closing Date. All actions to be taken on the Closing pursuant to this
Agreement shall be deemed to have occurred simultaneously, and no act, document or
transaction shall be deemed to have been taken, delivered or effected until all such actions,
documents and transactions have been taken, delivered or effected.

11.8  Severability. If at any time any provision of this Agreement is or becomes
illegal, invalid or unenforceable in any respect under the law of any jurisdiction, neither the
legality, validity or enforceability of the remaining provisions hereof nor the legality, validity, or
enforceability of such provision under the law of any other jurisdiction will in any way be
affected or impaired thereby, and the remainder of the provisions of this Agreement will remain
in full force and effect.

11.9 Captions. All captions and headings contained in this Agreement are for
convenience of reference only and shall not be construed to limit or extend the terms or
conditions of this Agreement.

11.10 Further Assurances. Each Party hereto will execute, acknowledge and
deliver any further assurance, documents and instruments reasonably requested by any other
Party for the purpose of giving effect to the transactions contemplated herein or the intentions of
the Parties with respect thereto (including, without limitation, to assign to Buyer if requested
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post-Closing in connection with the novation of the Navy Contracts all of Seller’s right, title and
interest in and to the Navy Contracts); provided that nothing herein shall be deemed to require
any Party to execute or deliver any such further assurance, document or instrument to the extent
that the same could in any material way increase the burdens, obligations or liabilities otherwise
imposed upon such Party by this Agreement. Notwithstanding the previous sentence, to the
extent it could impose broader obligations on Seller, as to the Navy Contracts, Seller agrees to
execute and deliver such documents (in form and content satisfactory to Seller) as may
reasonably be requested by the United States Navy or Buyer following the Closing in
connection with the novation of the Navy Contracts; provided that, in no event shall Seller be
required to execute any document or agreement relating to any such novation (i) which does not
include a full release of Seller of and from any and all further liability and obligations arising
under or in connection with the Navy Contracts (including, without limitation, any obligation to
pay or bear any cure or other amounts that may be owing thereunder) or (ii) which would
impose on Seller any liability or any material cost or expense whatsoever. Further, and
notwithstanding any other provision of this Agreement to the contrary, Seller hereby (a)
acknowledges that, subject to the limitations on the Seller’s obligations set forth above in this
Section 11.10 and in Section 9.1 hereof) and so long as Buyer performs its obligations hereunder
and this Agreement remains in full force and effect and is not terminated by either Buyer or
Seller, (i) it is the intent of the Parties hereto to transfer to and vest in Buyer all right, title, and
interest in and to the Navy Contracts, and (ii) at the request of the Navy, the Parties are effecting
such transfer by novation rather than by Seller's assumption of such Navy Contracts and
assignment thereof to Buyer, and (b) in furtherance of the foregoing, covenants and agrees that,
Seller will not (and will not seek to) convey, transfer or assign its right, title and interest in and to
the Navy Contracts to any third party other than to a successor of Seller which is bound by the
covenants set forth in this Section 11.10.

11.11 Waiver. No waiver of any of the provisions of this Agreement shall be
deemed, or shall constitute, a waiver of other provisions, whether or not similar, nor shall any
waiver constitute a continuing waiver. No waiver shall be binding unless executed in writing by
the Party making the waiver.

11.12 Brokerage Obligations. Seller and Buyer each represent and warrant to the
other that such Party has incurred no liability to any broker or agent with respect to the payment
of any commission or other compensation regarding the consummation of the transaction
contemplated hereby. It is agreed that if any claims for commissions, fees or other
compensation, including, without limitation, brokerage fees, finder’s fees, or commissions are
ever asserted against Buyer or Seller in connection with this transaction by any party, all such
claims shall be handled and paid by the Party whose actions form the basis of such claim and
such Party shall indemnify, defend (with counsel reasonably satisfactory to the Party entitled to
indemnification), protect and save and hold the other harmless from and against any and all such
claims or demands asserted by any person, firm or corporation in connection with the transaction
contemplated hereby.

11.13 Payment of Fees and Expenses. Except as provided in Section 11.2 above,
each Party to this Agreement shall be responsible for, and shall pay, all of its own fees and
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expenses, including those of its counsel, incurred in the negotiation, preparation and
consummation of the Agreement and the transaction described herein.

11.14 Survival. The respective representations and warranties of Buyer and
Seller under this Agreement shall lapse and cease to be of any further force or effect effective
upon the Closing. Except as provided in the immediately preceding sentence, the covenants and
agreements of Seller and Buyer herein, or in any certificates or other documents delivered prior
to or at the Closing, shall not be deemed waived or otherwise affected by the Closing.

11.15 Assignments. This Agreement shall not be assigned by any Party hereto
without the prior written consent of the other Party hereto, which consent the Parties may grant
or withhold in their sole and absolute discretion.

11.16 Binding Effect. Subject to the provisions of Section 11.15, above, this
Agreement shall bind and inure to the benefit of the respective heirs, personal representatives,
successors, and assigns of the Parties hereto.

11.17 Applicable Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of California.

11.18 Restriction on Competition By Buyer Post-Closing. For a period of one
(1) year after the Closing Date, Buyer shall not, and shall cause each of its subsidiaries and
Affiliates not to, engage in (whether directly or as owner or as a controlling partner, shareholder,
lender, investor, consultant, agent or co-venturer) or directly manage persons or entities engaged
in, the direct marketing or direct selling to persons who are Customers (as defined below in this
Section 11.18) of Seller and/or distribution of any transducers of the type currently produced or
proposed to be produced by Seller, nor shall Buyer use any of Seller's Intellectual Property
Rights directly or indirectly to reverse engineer, reverse assemble, decompile or disassemble any
Seller product that is not provided to Buyer in source code format.

11.18.1 The restrictions of this Section 11.18 shall apply to Buyer and its
subsidiaries and Affiliates in each and every country, province, state, city or other political
subdivision of the world, including, without limitation, those in which Seller is currently engaged
in business or otherwise distributes, licenses, or sells any products.

11.18.2 For purposes of this Section 11.18, the term:

@ “Affiliate” means with respect to any person or entity, any other
person or entity directly or indirectly controlling, controlled by or under direct or indirect
common control with such first person or entity where “control” means the possession, directly
or indirectly, of the power to direct or cause the direction of the management policies of a person
or entity, through the ownership of voting securities, by contract, as trustee, executor or
otherwise.

(b) "Customer™ means and refers to each person and entity described
or listed on Exhibit “H” attached hereto and incorporated herein by this reference.

18



Case 9:16-bk-11912-PC Doc 211 Filed 03/01/17 Entered 03/01/17 15:32:44 Desc
Main Document  Page 44 of 121

11.19 Good Faith. All Parties hereto agree to do all acts and execute all
documents required to carry out the terms of this Agreement and to act in good faith with respect
to the terms and conditions contained herein before and after Closing.

11.20 Construction. In the interpretation and construction of this Agreement, the
Parties acknowledge that the terms hereof reflect extensive negotiations between the Parties and
that this Agreement shall not be deemed, for the purpose of construction and interpretation,
drafted by either Party hereto.

11.21 Counterparts. This Agreement may be signed in counterparts. The Parties
further agree that this Agreement may be executed by the exchange of facsimile signature pages
provided that by doing so the Parties agree to undertake to provide original signatures as soon
thereafter as reasonable in the circumstances.

11.22 Time is of the Essence. Time is of the essence in this Agreement, and all
of the terms, covenants and conditions hereof.

11.23 Interpretation and Rules of Construction. In this Agreement, except to the
extent that the context otherwise requires:

11.23.1 when a reference is made in this Agreement to an Acrticle, Section,
Exhibit or Schedule, such reference is to an Article or Section of, or an Exhibit or a Schedule to, this
Agreement unless otherwise indicated,;

11.23.2 the headings and captions used in this Agreement are for reference
purposes only and do not affect in any way the meaning or interpretation of this Agreement;
11.23.3 whenever the words “include,” “includes” or “including” are used in this
Agreement, they are deemed to be followed by the words “without limitation”;

11.23.4 the words “hereof,” “herein” and “hereunder” and works of similar
import, when used in this Agreement, refer to this Agreement as a whole and not to any particular
provision of this Agreement;

11.23.5 all terms defined in this Agreement have the defined meanings when
used in any certificate or other document made or delivered pursuant hereto, unless otherwise defined
therein;

11.23.6 the definitions contained in this Agreement are applicable to the singular
as well as the plural forms of such terms;

11.23.7 any law defined or referred to herein or in any agreement or instrument
that is referred to herein means such law or statute as from time to time amended, modified or
supplemented, including by succession of comparable successor laws;

11.23.8 references to a person are also to its permitted successors and assigns
and the use of “or” is not intended to be exclusive unless expressly indicated otherwise.
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In Witness Whereof, Buyer and Seller have executed this Asset Purchase
Agreement as of the day and year first above written.

BUYER:

Sonatech, LLC, a California
limited liability company

By:?%_—;

Name: LA T Sl
Its: TPRESITDEA T

SELLER:

Channel Technologies Group, LLC, a
California limited liability company
and Debtor and Debtor in Possession

Name: Da¢id Tiffany~
Its: Chief Restructuring Officer
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All SCHEDULES

[To be attached]

Redactec
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Exhibit “A”

ASSIGNMENT AND ASSUMPTION OF LEASES AND CONTRACTS

This Assignment and Assumption of Leases and Contracts (this “Assignment”) is
entered into as of this___th day of , 2017, between Channel Technologies Group,
LLC, a California limited liability company ( the “Assignor”), Assignor being a Debtor and
Debtor in Possession under Case N0.9:16-bk-11912-PC in the United States Bankruptcy Court
for the Central District of California — Santa Barbara Division, on the one hand, and Sonatech,
LLC, a California limited liability company (the “Assignee”), on the other hand, with respect to
the following facts and circumstances:

A. Assignor, as the Seller, and Assignee, as Buyer, have heretofore entered into that
certain Asset Purchase Agreement dated February 22, 2017 (the “Purchase Agreement”).
Except for terms specifically defined herein, the capitalized terms used in this Assignment shall
have the same meanings as capitalized terms used in the Purchase Agreement.

B. Concurrently with the mutual execution and delivery of this Assignment,
Assignor and Assignee are consummating the transactions contemplated by the Purchase
Agreement. Assignor and Assignee are executing and delivering this Assignment in satisfaction
of certain of their respective obligations pursuant to Sections 3.3 and 3.4 of the Purchase
Agreement.

NOW, THEREFORE, for good and valuable consideration, the receipt and adequacy of
which Assignor and Assignee hereby acknowledge, Assignor and Assignee hereby agree as
follows:

1. Assignment. Effective as of the Closing Date, Assignor hereby assigns to Assignee
all of his right, title and interest in and to the Leases and Contracts (collectively, the “Assigned
Contracts”).

2. Assumption. Effective as of the Closing Date, Assignee hereby accepts the foregoing
assignment and assumes and agrees to be bound by the terms and provisions of the Assigned
Contracts and to faithfully perform all of Assignor’s obligations thereunder to be performed from
and after the Closing Date as though Assignee had been the original contracting Party
thereunder.

3. Attorneys’ Fees. In the event that either Party hereto brings and action or other
proceeding to enforce or interpret the terms and provisions of this Assignment, the prevailing
Party in that action or proceeding shall be entitled to have and recover from the non-prevailing
Party therein all such fees, costs and expenses (including, without limitation, all court costs and
reasonable attorneys’ fees) as the prevailing Party may suffer or incur in the pursuit or defense of
such action or proceeding.
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4. Amendments. This Assignment may only be amended by a writing signed by both
Assignor and Assignee.

5. Execution in Counterparts. This Assignment may be executed in counterparts and
delivered by the delivery of facsimile signatures; provided, however, that if the Parties exchange
facsimile signatures, each of them agrees to provide the other with a copy of this Assignment
bearing their original signature promptly thereafter.

6. Delivery Pursuant to Purchase Agreement. Notwithstanding anything to the contrary
herein, Assignor and Assignee are executing and delivering this Assignment in accordance with
and subject to all of the terms and provisions of the Purchase Agreement (including, without
limitation, the acknowledgement and disclaimer set forth in Section 7).

7. Governing Law. This Assignment shall be governed by and construed and enforced
in accordance with the laws of the State of California.
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IN WITNESS WHEREOF, Assignor and Assignee have executed this Assignment as of
the day and year first set forth above.

ASSIGNOR:

Channel Technologies Group, LLC a
California limited liability company
and Debtor and Debtor in Possession

By:
Name: David Tiffany
Its: Chief Restructuring Officer

ASSIGNEE:

Sonatech, STI, LLC, a California
limited liability company

By:
Name:
Its:
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Exhibit “B”

BILL OF SALE AND ASSIGNMENT

Pursuant to Section of that certain Asset Purchase Agreement dated February 22,
2017 (the “Agreement”), by and between Sonatech, LLC, a California limited liability company
(“Buyer”), on the one hand, and Channel Technologies Group, LLC, a California limited
liability company (“Seller”), Seller being a Debtor and Debtor in Possession under Case No.
N0.9:16-bk-11912-PC in the United States Bankruptcy Court for the Central District of
California — Santa Barbara Division, on the other hand, and for good and valuable consideration,
the receipt and sufficiency of which Seller hereby expressly acknowledges, Seller hereby sells,
transfers, assigns and delivers to Buyer Seller’s right, title and interest in and to (i) the Personal
Property, and (ii) the other Assignment Property.

Except for terms specifically defined in this Bill of Sale, all capitalized terms used in
herein shall have the same meanings as such terms have when utilized in the Agreement.

Seller covenants and agrees to execute and deliver further instruments of transfer and
assignment and take such other action as Buyer may reasonably request to more effectively
transfer and assign to and vest in Buyer each of the Personal Property and Assignment Property;
provided that nothing herein shall be deemed to require Seller to execute or deliver any such
further document or instrument or take any such action to the extent that the same could in any
material way increase the burdens, obligations or liabilities otherwise imposed upon Seller by
this Agreement.

Notwithstanding anything to the contrary herein, Seller is executing and delivering this
Bill of Sale and Assignment in accordance with and subject to all of the terms and provisions of
the Agreement (including, without limitation, the acknowledgement and disclaimer set forth in
Section 7 of the Agreement).
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IN WITNESS WHEREOF, Seller has caused this Bill of Sale and Assignment to be
executed as of the day of , 2017.

SELLER:

Channel Technologies Group, LLC a
limited liability company
and Debtor and Debtor in Possession

By:
Name: David Tiffany
Its: Chief Restructuring Officer
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Exhibit “C”

ASSIGNMENT OF INTANGIBLE PROPERTY

Channel Technologies Group, LLC, a California limited liability company (“Assignor™),
Assignor being a Debtor and Debtor in Possession under Case No. N0.9:16-bk-11912-PC in the
United States Bankruptcy Court for the Central District of California — Santa Barbara Division is
executing this Assignment of Intangible Property (this “Assignment”) as of this
2017, in favor of Sonatech, LLC, a California limited liability company (the “Assignee”), W|th
respect to the following facts and circumstances:

(A)  Assignor and Assignee have heretofore entered into that certain Asset Purchase
Agreement dated February 22, 2017 (the “Agreement”). Except for terms specifically defined
in this Assignment, the capitalized terms used in this Assignment shall have the same meanings
as such terms when used in the Agreement.

(B)  Concurrently with the execution and delivery of this Assignment, Assignor and
Assignee are consummating the transactions contemplated by the Agreement.

NOW, THEREFORE, FOR GOOD AND VALUABLE CONSIDERATION, the
receipt and sufficiency of which Assignor hereby expressly acknowledges, Assignor hereby
assigns, conveys, transfers and sets over unto Assignee, all of its right, title and interest, if any, in
and to all Intangible Property. This Assignment shall inure to the benefit of, and be binding
upon, the successors, executors, administrators, legal representatives and assigns of Assignor and
Assignee.

Notwithstanding anything to the contrary herein, Assignor is executing and delivering
this Assignment in accordance with and subject to all of the terms and provisions of the
Agreement (including, without limitation, the acknowledgement and disclaimer set forth in
Section 7).

In the event that Assignor or Assignee brings an action or other proceeding to enforce or
interpret the terms and provisions of this Assignment, the prevailing Party(ies) in that action or
proceeding shall be entitled to have and recover from the non-prevailing Party(ies) all such fees,
costs and expenses (including, without limitation, all court costs and reasonable attorneys’ fees)
as the prevailing Party(ies) may suffer or incur in the pursuit or defense of such action or
proceeding.

This Assignment shall be governed by and construed and enforced in accordance with the
laws of the State of California.
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IN WITNESS WHEREOF, Assignor and Assignee have executed this Assignment as of
the _ day of , 2017.

ASSIGNOR:

Channel Technologies Group, LLC a
California limited liability company
and Debtor and Debtor in Possession

By:
Name: David Tiffany
Its: Chief Restructuring Officer

ASSIGNEE:

Sonatech, STI, LLC, a California
limited liability company

By:
Name:
Its:

28



Case 9:16-bk-11912-PC Doc 211 Filed 03/01/17 Entered 03/01/17 15:32:44 Desc
Main Document  Page 54 of 121

Exhibit “D”

ASSUMPTION AGREEMENT

This Assumption Agreement (this ""Assumption') is entered into as of this__ day of
, 2017, by Sonatech, LLC, a California limited liability company (the '"Buyer”) in
favor of Channel Technologies Group, LLC, a California limited liability company (the
Seller”), Seller being a Debtor and Debtor in Possession under Case No. N0.9:16-bk-11912-PC
in the United States Bankruptcy Court for the Central District of California — Santa Barbara
Division with respect to the following facts and circumstances:

A. Seller and Buyer have heretofore entered into that certain Asset Purchase
Agreement dated February 22, 2017 (the ""Purchase Agreement™). Except for terms
specifically defined herein, the capitalized terms used in this Assumption shall have the same
meanings as capitalized terms used in the Purchase Agreement.

B. Concurrently with the execution and delivery of this Assumption, Buyer and
Seller is consummating the transactions contemplated by the Purchase Agreement.

NOW, THEREFORE, for good and valuable consideration, the receipt and adequacy of
which Buyer hereby acknowledges, Buyer hereby agrees as follows:

1. Assumption. Effective as of the Closing Date, Buyer hereby assumes and agrees
fully and faithfully to perform all of the Assumed Liabilities.

2. Attorneys’ Fees. In the event that either Party(ies) hereto brings an action or
other proceeding to enforce or interpret the terms and provisions of this Assumption, the
prevailing Party(ies) in that action or proceeding shall be entitled to have and recover from the
non-prevailing Party(ies) therein all such fees, costs and expenses (including, without limitation,
all court costs and reasonable attorneys' fees) as the prevailing Party(ies) may suffer or incur in
the pursuit or defense of such action or proceeding.

3. Amendments. This Assumption may only be amended by a writing signed by
both Buyer and Seller.

4. Governing Law. This Assumption shall be governed by and construed and
enforced in accordance with the laws of the State of California.

5. Execution in Counterparts. This Assumption may be executed in counterparts and
delivered by the delivery of facsimile signatures; provided, however, that if the parties exchange
facsimile signatures, each of them agrees to provide the other with a copy of this Assumption
bearing their original signature promptly thereafter.
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IN WITNESS WHEREOF, Buyer has executed this Assumption as of the day
and year first set forth above.

BUYER:

Sonatech, STI, LLC, a California
limited liability company

By:
Name:
Its:

SELLER:

Channel Technologies Group, LLC a
California limited liability company
and Debtor and Debtor in Possession

By:
Name: David Tiffany
Its: Chief Restructuring Officer
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Exhibit “E”

Sublease
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SUBLEASE

1. Identification and Parties. This Sublease, dated for reference purposes only January 30,
2017, is made by and between Channel Technologies Group, LLC, a California limited liability
company (the “Sublessor”) and Chapter 11 Debtor and Debtor-In-Possession in Case No 9:16-
bk-11912-PC (the “Case”) pending in the United States Bankruptcy Court for the Central
District of California-Santa Barbara Division (the “Bankruptcy Court”),as sublessor, and
Sonatech, LLC, a California limited liability company (the “Sublessee”), as sublessee.

2. Premises and Use. Sublessor hereby subleases to Sublessee and Sublessee hereby
subleases from Sublessor for the term, at the rental and upon all of the terms, covenants and
conditions set forth herein or incorporated herein by reference, approximately ten thousand
(10,000) rentable square feet of space located in the building commonly known as 879 Ward
Drive, Santa Barbara, California 93111 (such building is referred to in this Sublease as the
“Building”), which premises are delineated by bold outlining on Exhibit “A” attached hereto
and incorporated herein by this reference (such space is referred to in this Sublease as the
“Premises”). Sublessee shall use the Premises only for general office, research and
development purposes and for no other purpose whatsoever and shall otherwise comply in all
respects with the provisions of Paragraph 6 of the Master Lease regarding use of the Premises.

3. Term. The term of this Sublease (the “Term”) shall commence on Closing Date of the
Sonatech APA, tentatively 24 March 2017 (the “Commencement Date”) and, unless sooner
terminated by mutual agreement of Sublessor and Sublessee or pursuant to any provision hereof,
shall terminate on the date (the “Expiration Date”) of the termination of the Master Lease (as
defined in Paragraph 6, below) for any reason whatsoever, whether involuntary or voluntary
(including, without limitation, pursuant to Sublessor’s rejection of the Master Lease in the Case).
Upon the Expiration Date, Sublessee shall vacate within the lesser of (x) 7 days’ prior written
notice and (y) such shorter period of time as Sublessor may have to vacate the Premises under
the circumstances of the termination, and surrender the Premises in the condition required by the
terms and provisions of this Sublease and/or the terms and provisions incorporated herein.

4, Rent.

4.1 Commencing on the Commencement Date and continuing for the balance of the
Term, Sublessee shall pay to Sublessor monthly base rent for the Premises at the rate of $10,000
per month (the “Base Rent”). On the Commencement Date, Sublessee shall pay to Sublessor
an amount equal to one (1) month’s Base Rent; provided that if the Commencement Date occurs
other than on the first day of a month, then the payment due on the Commencement Date shall be
a prorated portion of the Base Rent calculated by multiplying the Base Rent by a fraction, the
numerator of which shall be number of days remaining (inclusive of the Commencement Date)
in the month in which the Commencement Date occurs and the denominator of which shall be
the number of days in the month in which the Commencement Date occurs. Likewise, in the
event that the Expiration Date occurs for reasons other than a default by Sublessee on a day other
than the last day of a calendar month, the Base Rent for such month shall be a prorated portion
thereof, calculated by multiplying the Base Rent by a fraction, the numerator of which shall be
number of days of such month that have elapsed to and including the Expiration Date and the
denominator of which shall be the number of days in the month in which the Expiration Date
occurs. In such event, the parties shall make a cash adjustment between them on the Expiration
Date such that the Base Rent paid by Sublessee with respect to the last month of the Term is the
prorated amount contemplated by the immediately preceding sentence. Sublessee shall pay the
Base Rent payable with respect to all months of the Term following the month in which the
Commencement Date occurs in advance on the first day of the applicable month.

4.2 In addition to the Base Rent, during the Term, Sublessee shall pay to Sublessor as
and when due and payable under the Master Lease Real Property Taxes (as defined in the Master
Lease) and the payments required to be made by Sublessor pursuant to Paragraph 11 of the
Master Lease (collectively, the “Pass-Through Obligations™), but in all events only such
portion of the Pass-Through Obligations as is attributable to the Premises. The Base Rent,
Sublessee’s share of the Pass-Through Obligations and all other monetary obligations of
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Sublessee under the terms and provisions of this Sublease are collectively deemed to be rent (the
“Rent”). All Rent shall be payable in lawful money of the United States to Sublessor at the
address stated herein or to such other persons or at such other places as Sublessor may from time
to time designate in writing.

5. Security Deposit. Concurrently with the mutual execution of this Sublease, Sublessee
shall also deliver to Sublessor a security deposit in the amount of $10,000 (the “Security
Deposit™). The Security Deposit shall be held by Sublessor without liability for interest and as
security for the performance by Sublessee of Sublessee's covenants and obligations under this
Lease, it being expressly understood that the Security Deposit shall not be considered an advance
payment of Rent or a measure of Sublessor's damages in case of default by Sublessee. Unless
otherwise provided by mandatory nonwaivable law or regulation, Sublessor may commingle the
Security Deposit with Sublessor's other funds. Sublessor may, from time to time, without
prejudice to any other remedy, use the Security Deposit to the extent necessary to make good any
arrearages of Rent or to satisfy any other covenant or obligation of Sublessee hereunder.
Following any such application of the Security Deposit, Sublessee shall pay to Sublessor on
demand the amount so applied in order to restore the Security Deposit to its original amount. If
Sublessee is not in default at the termination of this Sublease, the balance of the Security Deposit
remaining after any such application shall be returned by Sublessor to Sublessee. If Sublessor
transfers its interest in the Premises during the term of this Lease, Sublessor may assign the
Security Deposit to the transferee and thereafter shall have no further liability for the return of
such Security Deposit.

6. Master Lease. Reference is made to that certain Standard Industrial/ Commercial Single-
Tenant Lease — Net dated as of December 29, 2011(the “Master Lease”), between Sublessor, ,
as tenant and Channel Technologies, Inc. (the “Master Landlord™), a copy of which is attached
as Exhibit “B” to this Sublease and incorporated herein by this reference. Any terms capitalized
but not defined herein shall have the meaning given to them in the Master Lease. Except for
those terms and provisions of the Master Lease described in Paragraph 8 below and incorporated
herein by this reference (collectively, the “Inapplicable Provisions”), which shall NOT apply to
or be deemed part of this Sublease, all of Sublessor’s obligations to the Master Landlord under
the Master Lease with respect to the Premises shall be obligations of Sublessee to Sublessor
under this Sublease. Accordingly, with the exception of the Inapplicable Provisions and any
provisions of the Master Lease which are expressly contradicted by the terms and provisions
hereof, as between Sublessee and Sublessor, wherever the term “Tenant” is used in the Master
Lease, that term shall be deemed to refer to Sublessee and wherever the term “Landlord” is used
in the Master Lease, that term shall be deemed to mean and refer to “Sublessor.” This Sublease
is and shall be at all times subject and subordinate to the Master Lease. During the Term and for
all periods subsequent for obligations that have arisen prior to the expiration or any earlier
termination of this Sublease, to the extent applicable to the Premises, Sublessee hereby expressly
assumes and agrees to perform and comply with, for the benefit of Sublessor and Master
Landlord, each and every obligation of Sublessor under the Master Lease other than those arising
under the Inapplicable Provisions (such assumed obligations are referred to herein as the
“Sublessee’s Assumed Obligations™). Sublessee shall hold Sublessor free and harmless from all
liability, judgments, costs, damages, claims or demands, including reasonable attorneys’ fees,
arising out of Sublessee’s failure to comply with or perform Sublessee’s Assumed Obligations.

7. No Assignment. Notwithstanding any provisions of the Master Lease to the contrary,
Sublessee shall have no right to assign this Sublease or to sublease all or any portion of the
Premises. Any attempted sublease in violation of this Paragraph 7 and any attempted assignment
by Sublessee shall be null, void and of no effect, and shall constitute a material default by
Sublessee under this Sublease.

8. Certain Inapplicable Provisions of Master Lease. Notwithstanding any provisions of
the Master Lease to the contrary, Sublessee shall NOT have any (i) right or option to extend the
Term; (ii) right or option to expand the Premises or acquire any additional space in the Building
(whether by right of offer, right of first refusal, right of first negotiation or otherwise); (iii) right
to have any improvements or alterations installed in the Premises by Sublessor or to receive any
improvement or refurbishment allowance of any kind; or (iv) right to receive any free rent or
other concessions; or (vi) right to name identification or signage on any exterior portion of the
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Building or the property on which it is located. Without limiting the foregoing in any way,
Paragraphs 51 through 54 of the Master Lease shall be entirely inapplicable to this Sublease and
the respective rights and obligations of Sublessee and Sublessor hereunder.

9. “AS IS” and No Alterations. Sublessee hereby acknowledges that Sublessee has
inspected the Premises and is fully familiar and satisfied with the condition of the Premises and
other matters relating to the Premises and its use and that, notwithstanding anything to the
contrary in the Master Lease, Sublessor has not made and is not making any representations or
warranties whatsoever concerning any of the foregoing or any other matter relating to the
Building, the Premises or the Master Lease. Accordingly, on the Commencement Date,
Sublessee agrees to and shall accept the Premises “AS IS.” Notwithstanding anything to the
contrary in the Master Lease, without limiting in any way Sublessee’s obligations with respect to
repair and maintenance of the Premises, Sublessee shall not have the right to make any
Alterations, Utility Installations or other modifications to the Premises.

10. Attorneys’ Fees. If any party hereto brings an action or other proceeding to enforce the
terms hereof or to declare rights hereunder, the prevailing party in any such action or proceeding
shall be entitled to have its reasonable attorneys’ fees and costs paid by the non-prevailing party
therein.

11. Interpretation. As between Sublessor and Sublessee, in the event of any inconsistency
between the terms and provisions of the Master Lease and those of this Sublease (including,
without limitation, any inconsistency arising by virtue of the fact that any of the provisions of
this Sublease are more restrictive than the Master Lease), the terms and provisions of this
Sublease shall govern and control.

12. Entire Agreement. This Sublease sets forth the entire agreement between Sublessor and
Sublessee with respect to the subleasing of the Premises to Sublessee. Any prior or
contemporaneous statements, representations, covenants or agreements of any kind or nature that
are not expressly set forth herein are superseded by and merged into this Sublease.

13. Bankruptcy Court Jurisdiction. BUYER AND SELLER AGREE THAT THE
BANKRUPTCY COURT SHALL HAVE EXCLUSIVE JURISDICTION OVER ALL
DISPUTES AND OTHER MATTERS RELATING TO (i) THE INTERPRETATION AND
ENFORCEMENT OF THIS AGREEMENT; AND/OR (ii) THE PROPERTY, AND BUYER
EXPRESSLY CONSENTS TO AND AGREES NOT TO CONTEST SUCH EXCLUSIVE
JURISDICTION.

14. Counterparts. This Sublease may be signed in one or more counterparts, each of which
shall be deemed an original, but all of which together shall comprise one and the same document.

[BALANCE OF PAGE INTENTIONALLY LEFT BLANK]



Case 9:16-bk-11912-PC Doc 211 Filed 03/01/17 Entered 03/01/17 15:32:44 Desc
Main Document  Page 60 of 121

IN WITNESS WHEREOF, the parties hereto have executed this Sublease as of the day
and year first written above.

“SUBLESSOR”

Channel Technologies Group, LLC, a
California limited liability company and
Chapter 11 Debtor and Debtor-in-Possession

By:
David Tiffany, Chief Restructuring
Officer

Address For Notice:

c/o David Tiffany

Chief Restructuring Officer

13727 Noel Road, Suite 200

Dallas, TX 75240

Facsimile: (214) 276-1417

Email: david.tiffany@cr3partners.com

“SUBLESSEE”

Sonatech, LLC, a
California limited liability company

By:

Name: Mark T. Shaw
Title: President

Address For Notice:

Attn:  Mr. Mark Shaw

5535 Huntington Drive

Santa Barbara, CA 93111
Facsimile: (805) 966-3320
Email: mtsinsbca@gmail.com

9990050000-1247101.1 4
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AIR COMMERCIAL REAL ESTATE ASSOCIATION
STANDARD INDUSTRIAL/COMMERCIAL SINGLE-TENANT LEASE -- NET
(DO NOT USE THIS FORM FOR MULTI-TENANT BUILDINGS)

1. Basic Provisions ("Basic Provisions™).
1.1 Parties: This Lease ("Lease"), dated for reference purposes only December 29, 2011 ,

is made by and between  Channel Technologies, Inc., a California corporation

("Lessor™)

and Channel Technologies Group, LLC, a California limited liability company

("Lessee"),

(collectively the "Parties," or individually a "Party™).

1.2 Premises: That certain real property, including ali improvements therein or to be provided by Lessor under the terms of this Lease,
and commonly known as 839, 859/861, and 869/879 Ward Drive, Santa Barbara, California 93111 ,
located in the County of Santa Barbara ,State of California ,
and generally described as (describe brieﬂy the nature of the property and, if applicable, the "Project"”, if the property is Iocaged within a Projecf)
three buildings comprising a total of approximately 126,293 square feet of space and the
land upon which such buildings are located, which is more particularly described on the

attached Exhibit A ("Premises™). (See also Paragraph 2)
1.3 Term: 12 years and 0 months ("Original Term™) commencing on the date hereof

("Commencement Date") and ending on the day before the twelfth anniversary of such date ("Expiration

Date"). (See also Paragraph 3)
1.4 Eardy-Pos

QFEFF.I‘EES SORHRORGIRG n : "

1.5 Base Rent: $119, 978.35 per month ("Base Rent"), péyable on the twenty-ninth- (29th) day of
each month commencing December 29, 2011, provided that in February, Base Rent will be payable
on the twenty-eighth (28th) day of the month . {See also Paragraph 4)

B I this box is checked, there are provisions in this Lease for the Base Rent to be adjusted. See Paragraphs 53 and 54
1.6 Base Rent and Other Monies Paid Upon Execution:

(a) Base Rent: $119, 978.35 for the peried first month's Base Rent.

(b) Security Deposit: $ NONE . ("Security Deposit"). (See aiso Paragraph 5)
(c) A iatien-Foosr-$ for-the-peried

(d) Other: $ . for

(e) Total Due Upon Execution of this Lease: § .
1.7 Agreed Use: General office, research, development, manufacturing and assembly.
(See also Paragraph 6)

1.8 Insuring Party: Lessor Lessec is the "Insuring Party” unless otherwise stated herein. (See also Paragraph 8)
1.9 )
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&
B AIR COMMERCIAL REAL ESTATE ASSOCIATION
STANDARD INDUSTRIAL/COMMERCIAL SINGLE-TENANT LEASE -- NET
(DO NOT USE THIS FORM FOR MULTI-TENANT BUILDINGS)

1. Basic Provisions {"Basic Pravisions").
1.1 Parties: This Lease z«“Lease"}. dateg for reference purpases omy December 29,

i 7 by ar WEEN [als R -2 ,
. {"Lessor™;
and Channel Technologles Group, LLE, = California limited liapility company

‘ {"Lessee™),

inctively the "Parties,” or individuaily s “Party™).

1.2 Premises: That certan real property, inctuding all improvements thersin or 1o be provided by Lessor under the tarms of this Lease,

Santa

and commorly known as

) L State of sl rIL A
e property and i applicable. the "Project”. if ibe property is located within a Project)

If*catm in the Cuun(\, of

&
<

particulsy My Cesc

{"Premises”). (See also Paragraph 2)

1"3 -
{"Commencement Date”} and ending on thse day
Date”). {See also Paragmbh 3}

1.4 EasyRos fenmth-ihe-Rramisas-are-avaiable-hessee—may-have-neaxelusive-postessisn—ai-the
Pramisae aom G FEanyPos F“’m;@ai&%{%&-&i&gﬁgﬁ@g&%&«v&

1.5 Base Rent: o per momi {"Base Rent”). payable on the

each month commencing

&4 if this box is checked, there arg provisions in this Leass for the Base Rent o be adjusied. See Paragraphs
1.8 Base Rant and Other Monies Pzid Upon Execution:

€3] Base Rent; $1

nnints

978

for the peded fivsty -

(b} Security Depositz: § MO {"Security Deposit"). {See alzo Paragraph 5)
{C} A iombiesen T oo s wdenp fhme 35"': of

{dy Other: § foor

(&) Total Due Upon Execution of this Lease: §

1.7 Agreed Use:

e siso Paragraph 6

18 !usurmg Party EBESGE L is the “lnsuring Party” uniess other\"sf«e stated hﬁrmn (Voe atso Paragraph 8)
1.9 Rea-Estats-Brokers(Sas-alse-Rarggraphi5-and.28)
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serdsas-randersd-by-the-Brokers-the-fos-agrond-to-in-the-atiached-separate-witten-agreemant-orif-no—sush-agreament-lo-attached-tha-sum-of
’ ar- -of-tho-letal-Base-Rent-payabie-for-ihe-Odginal-Torm-the-sum-of——————gr —————of lno-total- Base
. Rentpayable-during-any-perad-of-imethatdhe-Lesses-aocupies-the-Premises-cubsequant-la-tho-Orginal Term:-and/or-tha-sum-ef-

" e 8 of tha.purchase-paca-in-the-svont-that-the-Lasceg-or-anyons-affiliated with-hessas-acquiras-from-Lasterany-Aghts-to-tha- Premises:

creememe— 340 Guarantor-The-obligations-of-tho-Lesses-undar-this-Laate-ara-to-ba-guaraaicad-by—
{:Guarantoi}—{Sao-aleo-Paragreph-34}

1.11  Attachments. Attached herelo are the following, all of which constitute a part of this Lease:

& an Addenda um consisting of Paragraphs 51 through 54 H
I a plot plan depicting the Premises; '

O a cumrent set of the Rules and Regulatlons;

O a work Letter;

M other (speciy Exhibit A ~ Legal Description of the Premises

2. Premises.
241 Lotting. ‘Lessor hereby leases to Lesses, and Lassea haraby leases from Lessor, the Premises, for the term, at the rental, and

upon all of the terms, cavenants and conditions set forth in this Lease. While the approximale square footags of the Premises may have been used in
the marketing of the Pramises for purposes of comparison, the Base Rent stated herein is NOT tied to square footage and Is not subject to adjustment
shoutd the actual size be detarmined to be different. Note: Lessaee Is advised to verify the actual size prior to executing this Lease,

2.2 Condition. Lessee acknowledges that it Is In possession of the Premises and has accapted the Premises in thelr "as-s* condition
existing on the Commencement Date kossor-shall-dalivarthe-Rromises-to-Lasses-broom-clean-and-free-of-deobrs-en-the-Commencemant-Data-or-the

Early-Rossession-Date,-whichever-first-eecurs-("Start Date™), and without fimiting the generatity of the foregoing, Lessee furlher agress acknewledges
that Lessea shall bie responsible for comecting or repalring any defeats in-so-long-as-the-required-sandea-contracts-decerbed dn-Paragraph-7-4{b)-halow

are-obialned-by-Lessoe-and-n-ofect-wihin-thidy days-follewing-the-Start-Date.-warmnis-that-the exisling electdcal, plumbing, fire sprinkler, lighting,
heating, ventllafing and air conditioning systems ("HVAC"), loading doors, sump pumps, If any, and ak other such elements in the Premises, and ether
than-those-cansircted-by-Lassas—ars-shall-be-in-gead-aparaling-condition-an-sald-datethat-the structural elements of the roof, bearng walls and

foundation of any bulidings an the Premises {the "Building™) which may exist as of the Commencement Dale. are-shall-be-frea-of-materal defosisr-and
that-the-Pramises-do-Aet-contaln-hazardoustavels-of any-mold-grfungl-dofinad-as-loxie-underapplicable-slata-ar-fadera-law-f-o-non-compliarca-with

sald-waranty-oncic-as-af-the-Star-Datororif-ora-of-sush-syslams-ar-alements-chauld-malfurction-orfail-within-the-approprate-warranty-perad-Lescer
chatl-as-Lescors-eele-obligalien-with-raspect-lo-such-maller-excopt-as-altherwiss-pravided-in-hls-Lease-promptiy-afterracelpt-ofwditton-nallca-rom
Loseas-satiingforth-with-spacificitythe—nalure-and-axtant-of-such-Aon-complianea—malfunclion-ar-fallura—reclifcame-at-Loessers-oxpanse—Tha
warranty-perleds-shall bo-as-follows+{l)-6-monihs-as-lo-the-HUAC-systome-and-{i)-30-days-as-ta-the-remalalng-systeme-and-other-clomants-of-the
Bullding—{f Lessea-doas-rot ghve-Lesser-tha-raquired-nollsa-within-the-approprate-warranty-porod,-coraction-ef-any-such-Ranr-aempliance- malfunsction
erfallure-chall- ba-the-ebllgation-of Lessas-at-Lasseo's-sola-cost-apd-expanse,

23 Compliance, -Lessor wamants that lo the best of its knowledge the improvements on the Premises comply with the buliding codes,
applicable laws, covenants or restdctions of recond, regulations, and ordinances {"Applicable Requirements") that were In effect at tha time that each
Improvement, or portlon thereof, was constructed. Sald warranty does not apply to the use to which Lesses will put the Premises, modifications which
may be required by the Americans with Disabllities Act or any similar faws as a result of Lessee's uss (see Paragraph 50}, aor to any Alterations or Utility
instaliations (as defined in Paragraph 7.3(a)) made or to be mtade by Lesses, NOTE: Lessee is responsible for determining whether or not the
Applicable Requirements, and especially the zoning, are appropriate for Lessee’s intended use, and acknowledges that past uses of the
Premises may no longer be allowed, [f the Premises do not comply with sald warranly, Leseershall-oxcept-as-otherwice-providedr-pramptiy-atior
recelpt-of-written-netice-from-Losces-selting-ferdh-with-cpaciiiciy-the-Ratura-ard-axtant-of-such-ron-compliance, raclfy-the-same-at Lassort-oxpanse—if
Lassas-dogs-hot-giva-Lessorwittan~rolse-of-a—ner-sompliansa—with-his-waransty-within-8-moenths—-fallowlng-the~Star-Bale: correction of that
nan-compflance shall be the obligation of Lessee at Lessee's sole cost and expense. If the Applicable Requirements are hereafter changed so as to
require diring the term of his Lease the conslruclion of an addition to or an alteralion of the Premises andfor Bullding, the remediation of any
Hazardaus Substance, ar the reinforcement ar other physical modification of the Unlt, Premises and/or Building, {8Capital-Expendituret)-Lessarand
Lessoe-shall-allocate-tha-cest-of-sush-wark-as-follows:--Lessee shall be fully responsible for the cost thereof. '

(a) As uezd In this Paragraph 2.3, the term “Capital Expenditures” shalt mean replacemant of the roof, roof membrane, foundation,
Ng? PAGE 2 OF 25 Q&_
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structural walls, HVAC system, or other structural partion of the Premiges.

{b) If any Capltal Exponditures are requlred during the Orightal Term of thig Leage, Lesgee shall be fully responsible therefor: provided, however, if
any Capital Expenditure i& required during or after the last twelve (12) monthe of the Original Term of this Lease, and such Capital Expenditurs Is not the result of the
specific and unique use of the Premises by Lassee (for cxample, IF such Capltal Expenditure tnvolves a roof replacement, new governmental requirements such as
selomic modifications, replacsment of the HYAC system), then Lossor shall pay for such Capital Expenditurs and such Capital Expenditurs shall be amortized over its
usaful ife as determined in accordance with generally accepted accounting principles, and Leasee shall anly be obligated to pay the amartized portion of such Capital

Expenditura relating to the last twelve (12) months of the Origlnal Term of this Lease.

{a)-Subject-io-Rargraph-23(c)-below-J-cush-Gapital-Expandituras-are-reguirad-as-a-rosult-of-the-specific-and-unlqus-usa-of-the
Promisos-by-Lossoe-as-eomparad-with-uses-by-tenanisin-genaral-Loeses-shall-bo-fully-racponsible-for-the-cost-theresh-previded-hawavar that i -such
Caplital- Expendilure-is-requirad-during-the-last-2-years-of-hie-Leace-and-tha-cest thareok-axcaeds-§-monthe-Base-RertrLessea-may-lnsisad-terminate
this-Lease-urloss-Locsornoliflgs-Lessootn-willng—within-10-daye-afier-racolpt-of Losses’s-lermination-nolico-that-Lessarhas-alectod-to-pay-the
difiersnca-betwaen-the-actual-cost-thereol-and-an-ameunt-equal-lo-6-menthst - Bace-Rent—if-L.assee-slects-tarminalionrkessas-shallimmedlately-caase
the-use-of the-Rromises-which-requires-such-Caplal-Expenditure-and-daliver-lo-Lessor-wrilien-notica-specifying-a-termination-date-at-least-00-days
thersaftar— Such-lerminalion-dato-shall-howevor—in-ne-event-be-sadior-thuntha-last-day-that-bessee-ceuld-logally-wiilize-the-Rremises-without
commensing-eteh-Capital-Expanditure- -
—-————m(ia-)-#i-sueh-Capltal-EnpendnumJHeHhmsulbeL&&spsdﬁeand-uniquwseeHh&Emmises-b&Lesses-{su&h-asrgewmmaﬂtally
mandated-colemic-medifications)-then-Lesser-chall-pay-for-sush-Capital Expenditure-and-Lesses-shall-only-ba-obligated-le-pay-eachmanth-durdagthe
eemalinderof-the-lorm-ofHhis-Loase-arany-axtansion-thoraoion-the-date that-op-which-the-Base-Rentis-due-an-amseuntequalio-t144ih-of- the-portion
eisuch-costs-raasonably-atidbutable-lo-the-Pramicas.—Lassaa-shall-pay-intoresi-on-the-balance-but-may-prepay-ils-obligaion-at-any-ime—{f-hewaver
such-GCapital- Expenditure-le-roquired-durngtheJact-2-yeare-of thic-Loase-orifl-ossorreaconably-delarmines-thatitis-not- sconromically-faasible-to-pay-lis
chare-theraof-Lasear-shall have-the-aplion-to-lerminate-this-L.ease-upen-00-days-pror-wrtlan-nolce-to-L-assee-unless-Locsae-netilios-Leseor-in-wiling:
within-10-days-after-recelpt-of-kocsods-tommination-nolica-that-Lesses-will-pay-for-such-Capital-Expenditura~ - kessor-deas-net-elact-te-torminatoand
fails-to-tendaritsshara-of-any-such-Capiial-Exponditure-Lossaa-may-advance-such-funds-and-dedustcamer-with-Intaract-from-Ront-uniil Lacseds-share
ef-puch-cosie-have-beonfuliy-pald~+-Lessesls-unable-to-finance-Lossads-char-orif- the-balanse-at the-Renrt-dus-and-payable-for-the-remalnder-of thic
Lease-is-net-sufficlont-to-fullyrelmburse-Lossas-on-an-offset-basls-Lesses-shall-have-the-right-a-isrminate-this Lease-upon-30-days-writlen-nollco-to
Lasear
mwmdwmmm&mmhg—cammuamHMQwnded—MpﬁMﬁly—to—aemlm&am
unsxpeetsé.—aad—nawqt\ppﬁmbteaaqulmman&s,-me&p&@pen&ummh%ﬂﬂgmé%&mmwmhkws&a%mwm
Mse—shaaga—in—tn&ensi&yvaf-usaremdMM&M%S&&GWMMWMH%@WM%WWWE@M&
MWMWMWWMHWWQMWMMMRWWMMMMMww
Capltal Expenditure-atits swn-expanse-Lesses-challnot-howevar-have-any-ightieterminatehis-Lease.

24 Acknowledgements. lLessee acknowledges that: (a) it has bean given an opporiunity to Inspect and measure the Premises, (b) it
has been advised by Lessor andlar-Brokets to salisly itself with respect to the size and condition of the Premises (ncluding but not limited to the
electrical, HVAC and fire sprinkler systems, security, environmantal aspecls, and compliance with Applicable Requiremenls and the Americans with
Disabllifies Act), and thelr sultability for Lessee's intended uss, (c) Lessee has made such investigatlon as it deems necessary with raference to such
matters and assumas all responsibility therefor as the same refate o lts occupancy of the Premises, {(d} It Is not relying on any representation as to the
size of the Premises made by Brakers or Lessor, () the square footage of the Premisas was not material to Lessee’s decislon 1o lease the Pramises
and pay the Rent stated hereln, and {f) neither Lessoar, Lessar’s agents, nar Brakers have made any oral or wiilten representations or warranties with
respect to sald maltars other than as set forth In this Lease or in the Slesk Equity Purchase Agreement dated as of [December ___, 2011], by and
between Lossoe-and-lbassed Lessor and BW Pisze Holdings LLC {the "Purchase Agreement’). in addition, Lessor acknowledges that-f)-Brekers-have
made-no-toproseatations—promises-ar-wamanties-cancarming-Lassaes-abllity-lo-horarthe-Lease-ar-sultabllily-to-ocsupyhe-Promises—and-i | Is
Lessor's sale responsibility to investigate the financial capability andfor sultebility of alf proposed tenants. Nothing In this Lease shall reduce or diminish
the reprasentations and wamanties made by Channel Technologles, Inc. under the Puschase Agreement.

2:5———Llessas-as-Rrior-OwnerOccupant.—Tho-warrantios-made-by-Lesser-in-Parmgraph-2-sholl-he-ef-ne-force-or-sfect-iimmudiataly
priorto-the Star-Dato-Losces-was-the-ownerer-oscupant-of-the-Premices—Ia-such-avent-Lessas-shall-be-responsible-for-any-nocossan-coractive
3. Term.

3.1 Term. The Commencement Date, Explration Date and Original Term of this Lease are as specified In Paragraph 1.3.

3.2 Easly-Roscossion—ARy-provision-hereln-granting-Losse o-Eary-Ressassion-af-the-Rromicos-is-subjectte-and-conditiened-upon-the
Eramicos-balng-avallable-for-sush-possession-prdoria-the-Cammencemant-Date—Any-grant-of-Eady-RPossession-onl-cenveys-a-non-exclucive-rightle
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oosupy-the-Rremices—lf-lossoa-totally-or padialiy-eccuplas-the-Rromicas-pror-to-the-Commencoment-Dale-the-ebligation-to-pay-Bass-Rant-shall-be
abatad-for-the-pered-of-such-Eady-Possssslon—All-othertarme-of this-hoase-(ineluding-but-nat-imited-to-the-shllgations-ta-pay-Real-RrportyTaxes-and
insurance-premiume-and-lo-maintaln-the-Prorisos)-shall- beln-sffect during-such-pariet—Any-such-Early.Possession-shall-rataffact-the-Expiralion-Date.
3.3 Balay-In-Rossasslon—Leccor-agraas-lo-use-lis-bast-commersialiy-roaserablo-fars-to-doliver-possession-of-the-Promises-la
Lacsea-by-the-Gommensomant-Daterif-dacplie-sald-offors-Lesserls-unable-to-daliver-possassion-by-such-dater-bossar-shall-not-be-subjest-to-any
fiablliythereforrner-chal-such-fallure-affect thevalidiy-of - this Lease-ar-change-the-Explmiien-Date~Lossee-shall-nal-howaver-be-abligated-to-pay-Rent
er-porform-itc-other-obligations-unil Lassar dalivers-passession-of-tho-Rramises-and-any-perdad-afrert-abatement-that-Lessea-would.cthervice-have
enjoyed-chall-run-from-the-date-of- delivery-ol pessecsion-and-cantinue-for-a-pevod-squal-to-whatLessen-wauld-athervise-hava-arjoyed-under-the-terme
horeaf-butminuc-any-days-of-delay-caused-by-the-asts-or-amisslone-af-bossee~ifpossacsion-ls-not-daliverad- within-60-days-after-the-Commencement
Date,-ac-the-same-may-be-odended-underthe-tame-of-any-Wark-Lotter-axesutod-be-Radias-Losgaa-mayratiic-aplion-by-rotice-In-witing-within-10
dave-after-the-ond-of-such-80-day-pariad-cancol-thiz-LoaceIn-which-ovent-tha-Rarllos-shall-be-discharged-from-all-abligations-hereunder—If-such
written-notice-ls-ratracelvad-by-Lescer-within-cald-10-day-perod,-Lessea's-+Hght-te-cancel-chall-tarminata—IF possession-of-the-Rromisesis-retdelivered
within-120-days-aftor-the Commensemont-Data-this-Loaca-shall-tomminate-unless-olhor-agreaments ato-roached-balwaen-Lessor-snd-LassaaJa-wiling.
—F b8 S0 omplianea—Lossor-shall-not-be-required-te-delivarpossasslen-of-the-Rramices-ta-Lesses-urtiHosssn-complios-with-iis
ebligationle-pravide-svidence-of Insurance-{Raragraph-8.5)Pending-delivary-of-such-svidence-Lescee-chall-be-raquired-to-porfarm-allotits-obligations
underthis-Leaso-frem-and-aftorthe-Stakt-Dateinsluding-the-payment-af-Rent-rotwithstanding-Lessars-olection-to-withhald-postassien-pending-recalp!
of-such-svidance-of- Insuranco—Furiher-it-Lossee-ls-roquired-to-parforn-any-olther-sondiions-pror-to-or-consurrant-with-the-Stad Dalo-the-Sart-Date
shall-sccurbutbessor-may-aloot-te-withhold-passessian-upiil-such-canditions-ara-catisfiad-

4, Rent.

4.1. Rent Defined. All monetary obfigations of Lessee to Lessor under the ferms of this Lease {(except for the Security Deposit) are
deemed to be rent ("Rent™). )

42 Payment.  Lessee shall cause payment of Rent o be recelvad by Lessor in lawful money of the United States, without offset or

deduction (except as specifically permiited in this Lease), on or before the day on which it Is due. All-monetary-ameunis-shall-be-raunded-to-the-rearast
whele-goliar—in the event that any invalce prepared by Lessor is inaccurate such inaccuracy shall not constilute a walver and Lessee shall be obilgated
fo pay the amount set forih In this Lease. Rent for any period during the term hersof which is for less than ona full calendar manth shall be prorated
based upon the actual number of days of sald month. Payment of Rent shall he made ta Lessor at Its address stated harein or to such other persons or
place as Lessor may from time to me desigrate in writing. Accabtance of a paymant which is less than the amount then due shall not be a waiver of
Lessor's rights to the balance of such Rent, regardless of Lessor's endorsement of any check so stating. In the event that any chack, draft, or other
instrument of payment glven by Lasses to Lessor Is dishonared for any reason, Lessee agrees to pay to Lessor the sum of $25 In addition o any Late
Charge and Lessor, at its option, may require alt future Rent be pald by cashier's check. Payments will be applied first to accrued late charges and
altorney’s fees, second to acerued Interest, then to Base Rent, lasurance and Real Properly Taxes, and any remalning amount to any other outstanding
charges or cosis.

4.3 Assosistion-Foes—in-addiion-to—tho-Base-Rent—teseas-shall-pay-te-l-usser—each-month-an-omount-agual-lo-any-owners
aseosiation-arcondeminlum-feeslovied-ar-ascesead-agalast-the-Rremisas.~Sald-manlas-challbe-pald-at-the-same-ime-and-In-the-game-mapnerasthe
Baso-Ront:

S-S acurity-Dapesit-Lossas-challdopasibwith-Lesserupon-exasullon-harectthe-Sosudiy-Depesit-as-sacurity-for-Lessee’s-falthiul-gedermance
eflis-ebligations-under-thls-Loaso—if-hascos-falls-to-pay-Rent-or-otherwise-Defaulis-under-this-Lease-Lessermay-use-apply-errolaln-all-orany portion
of-gald-Sesurily-Dapoesit-forthe-payment-ef-any-amount-akraady-due-kassor-for-Rents-which-will-be-dus-in-the-fukster-andl-erto-ralmbursa-or
componsate-Lassor-for-anyllability-oxpancer-less-or-damage-which-Lessor-may-suffer-orincur-byreasen{hereeh-iF-Lesser-uses-ar-agplles-all-arany
porien-of-the-Sasurity-Depesti-Lessan-shallwithin-10-days-aRerwhtien-requast-therefar-dopasit-manias-whh-tossor-sufficlent-ie-restore-sald-Securily
BPapasit-to-the-full-amount-roquired-by-this-Lease—f-the-Base-Rent-lncreasos-durng-the-torm-of-this-Loaso--aseee-shall-upap-witten-request-fram
kassar.—dapssit—addmsnal—mGBSGMMMMHMG&WWMLMMMWWPQQGMe
Irereaced-Base-Rent-as-tha-lnllal-Secudty-Depasit-bora-te-the-lnltial-Bace-Reat—Should-the-Agreed-Use-ba-smended-to-accommodate-a-matoral
change-ir-the-busirsse-of-k-esran-arto-accommodate-a-sublassee-or-acsigrasLessershall-have-the-fight-le-Increasehe-Sesufily-Baposit-te-the-axtent
nocessary-n-Lessars-reasenablejudgment-lo-aceount-far-any-increased-woar-and-loar-that-the-Rremisas-may-suffor-as-a-rasult thoroof—If a-changen
contral-of Lessan-ooours-during-thic-Lease-anrdJoliowdng-such-change-the-financial-condiien-of-Lecsoe-ls-in-L-assors-reasonablojudgment.-slgniflantly
redusad Loscea-chall-dapesit-such-addifional-menles-with Lessor-as-chall-be-suffislontlo-sause-the-Socuriy- Deposit-te-be-at o commardially.reasonabla
levat-hassd-on-such-changen-financlal-condiion—-ecear-chall-net-be-raguirad-lo-kaep-the-Securily-Degosit-soparate-fram-Hs-goneral-acsounts~-Withia
80-days-after-the-oxplralion-ertermination-ofthis-LeaseLessarshallretum-that-perion-of-the-Securiy-Dapsosit-not-used-or-appliad-by Leseor-Mo-partaf
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the-Sacurity-Doposit-shali-be-cansiderad-to-be-hald-in-trsst-io-bear-inlerast-or-lo-be-prapaymentfor-any-menles-le-be-paid-by-Leceas-urder-this-Laate:
6. Use.
6.1 Use. Lassea shall use and occupy the Premises only for the Agreed Use, or any other fegal use which Is reasanably comparable
therelo, and for no other purpose. Lesses shall not use or permit the use of the Premises in a manner that Is unlawful, creates damage, waste or a
nuisance, or that disturbs cccupants of or causes damage to nelghboring premises or properties, Otherthan-gulde—sigral-and-seaing-eye-degs-Lestee
_ehall-not-kesp-arallown-the-Rramises-any-peis-arimalebirds-fich,-orrapiles~Lessor shall not usreasonably withheld ar delay its consent to any
wiitten request for 8 modification of the Agreed Use, so long as the samae will not impair the structural Integrity of the improverents on the Premises or
the mechanical or electrical systems therein, and/or is not significantly more burdensome to the Premises. If Lessor elacts lo withhold consent, Lessor
shall within 7 days after such recuest give written notification of same, which notice shall include an expfanation of Lessor’s objections io the changs In
the Agreed Use,

6.2 Hazardous Substances.
{a) Reportable Uses Require Consent, The term “Hazardous Substance" as used in this Lease shall mean any product,

substance, or waste whose presence, use, manufacture, disposal, transportalion, or release, ellher by itself or in combination with other materials
expected to be on the Premises, is efther: {1) potentially injurlous to the public health, safety or welfare, the environment or the Premises, (i) regulated or
monitored by any govemmental authority, or {il} a beais for potential liabilily of Lessor to any govemmental agency or third party under any applicable
statule or common law theory. Hazardous Substances shall Include, but not ba limited to, hydrocarbons, petroleum, gasoline, and/or crude olf or any
products, by-products or fractions thereof. Lessee shall not engage In any aclivity in or on the Premises which conslitutes a Reportable Use of
Hazardous Substances without providing Lessor with prior weitten natice thereof pureuant to Saction 6.2(p) below the-expracs-pror-wrlton-consantof Lessor
and imely compliance (at Lesses's expenss) with all Applicable Requirements, “Reportable Usa" shall mean (i) the instzllation or use of any above or
below ground storage tank, (i) the generalion, possession, storags, use, yansportation, or dispusal of a Hazardous Substance that requires a permit
from, or with respect to which a report, notice, registration or business plan Is required to be filed with, any goveramental authority, andfor (ifi} the
presence at the Premises of a Hazardous Substance with respect to which any Applicable Regulrements requiras that a nolice be given to persons
entering or otcupying the Premises or neighboring properfies. Notwithstanding the foregoing, Lessor acknowledges that Lesses's curment and past use
of the Premises has Involved and continues to involve the use of Hazardous Substances. Accordingly, "Reportable Use" shall not include the presence
of, or the yse, genaration, possession, slorage, transporiation or disposal of, any Hazardous Substances or slorags tanks of the types and for tha
purposes currenlly ar previously used by Lessee in connection with ifs operations at the Pramises. By signing this Lease, Lessor hereby consents lo
Lessae's continued use, generation, possession, storage, Iransportation or disposal of Hazardous Substances and storage tanks of the types and for the
purposes currantly or previously used by Lessee in connection with lts operations at the Premises, as long as the use, storags, transportion and disposal
of such Hazardous Substances and storage tanks comply with all Applicable Rerqulrements. Notwilhstanding the foregolng, Lasses may use any
ordinary and customary materals reasonably required to be used In the normal course of the Agreed Use, ordinary office supplies (capler toner, fiquid
paper, glue, etc.) and common household cleaning malerials, so long as such use Is In compliance with afl Applicable Requirements, Is not a Reportable
Use, and does not expose the Premisas or nalghboﬁng properly fo any meaningful risk of contarnination or damage or expose Lessor lo any liability
therefor, in addition, Lessor may condition lts consent to any Reportable Use upon recelving such additlonal assurances as Lessor reasonably deems
necessary to protect itself, the publlg, the Premises and/or the environment agsinst &amaga. contamination, injury and/or liability, including, but not
limited to, the installation {and removal on or before Lease axplration or termination) of protective medifications {such as concrete encasements) and/or
Increasing the Security Depasit.

{b} Duty to Inform Lessor, If Lessee knows, or has reasonable cause to belleve, that a Hazardous Substance has come to be
jocated in, on, under or about the Premises from and after the Commencemsnt Date, other than Hazardous Substances of the types and for the

purposes currently or previously used by Lesses in connection with its operalions at the Premises; and; other than as previously consented 1o by Lassor,
Lessea shall iInmadiately give written notice of such fact lo Lessor, and provide Lessor with a copy of any repor, notice, claim or other documentation
which It has congerning the prasence of such Hazardous Substance, )

{c) Lessee Remadiation, Subject lo Lessor's obligalions relating to Hazardous Substances as stated In the Purchase Agreement,
from and after the Commancament Date, Lessee shall not cause or permit any Hazardous Substance 1o be spilled or released in, on, under, or about
the Premises (including through the plumbing or sanitary sewer syslem) and shall promptly, at Lessee's expense, comply with all Applicable
Requirements and take all Investigalary and/or remedlal action reasonably recommended, whether or not formally ordered of required, but only to the
extent required by Applicable Requirements, for the cleanup of any contamination of, and for the malntenance, security and/or monitoring of the Premises or
neighboring properties, that was caused or matertaily cantributed to by Lessee from and after the Commencement Data, or pertaining fo or involving any
Hazardous Substance brought onto the Premises from and afier the Commencement Datedurng-the-torn-ofihis-Laass: by or for Lessee, orany third

party.
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{d) Lessee indemnification. Lesses shall indemnlfy, defend and hold Lessor, its agents, employess, lenders and ground lessor, if '
any, harmiless from and against any and sl loss of renls andfor damages, Habifilies, judgments, claims, expenses, penalies, and atlomeys' and
consuitants' fees {"Claime") arising out of or Involviag any Hazardous Substance brought anlo the Premises by or for Lassee, or any third party from and
afler the Commencement Date (provided, however, that Lessee shalf have no fiabllity under this Leasa with respect to underground migration of any
Hazardous Substance under the Premises from adjacent properties not caused or contributed ta by Lesses). Lessee's obligations.shall include, but not
be timited 1o, the efiects of any contamination or Injury to person, property or the envionment created or suffered by Lesses, and the cost of
Investigation, removal, remediation, restoration and/or abatement, and shalf survive the explkation or termination of this Lease. No termination,
cancellation or release agreoment entared into by Lessor and Lessae shall release Lessee from Its obligations under this Lease with respect
to Hazardous Substances, unless specifically so agread by Lessor in writing at the time of such agreement. The {foregoing Indemnification
specifically excludes Clalms relating to Hazardous Substances Materdats-that existed In, on, above, under or about the Premises grior fo the

Commencement Date,

{e}-Lossor-Indemnification.—l-assor-chall-rolaln-rospensibiiiy-and-pay-for-invesigations-or-ramedialion-measuras—requlired-by
govemmental-agencies-having-judsdicion-with-raspest-lo-the-axiclence-of Hazardous-Substances-or-he-Rromises-plar-te-the-Commencament-Date
aad-ahaluadamal%-defasd‘-celmqund-haImmmwymmmmmmmmmmmmge&
Insluding-the-cost-of romadiation-which-casult from-Hazardous-Substancec-which-exisled-en-the-Rremises-pror-lo-the-Commencement-Dator-all-as
provided-ln-the-Rurehase-Agreement—Lossorindemnification.—Losceor-and-lts-sucsessors-and-ascigre-shall-indermnify-defendralmburse-and-held
Lesesolts-amploysssandiendeas-harmloss-from-and-agalnstany-and-all-environmental-damages-including-the-cost-aframediatien~which-result-ram
Hazardeus-Subslanses-which-axlstad-an-the-Pramlses-pror-to-Lessee's-gesupancy-er-which-ara-causad-by-tho-gross-negligenca-or-willful-missandust-of
Lessar-Hs-agoats-or-employees—LiLacsors-obligallens,-as-and-when-+tequirad-bythe-Applicable-Regulrements—shall-ackidobut-not-be-limited-to-the
cost-of-nvostigatiorromoval-romedialionr-resteralion-andler-abatementand-challsurvive-the-expiratien-artormination-ofthis- Lease -

(f) Investigations and Remedfations, Lossorshaitrelain-theraspensiblity-and-pay-for-anyInvestigations-erremadialion-measures
requirad-by-govermmental-entities-having-Jursdision-with-raspesi-te—the-axstence-of-Hazardous—Substanses-en—tho-Presmisas-paor-to-kaseas's
eceupansy—uRless-such-romadialien-measuro-ls-roquired-as-a-result-of- Lessaa's-use-fircluding-“Altarations®-ac-defined-In-paragraph-7-3(a)-below)-of
tha-Pramises-in-which-event--essee-shall-ba-racponsiblo-for-such-payment.  Lessee shall cooperate fully In any sush-astivities Investigations or
remediation measures required by governmental entifies having jurisdiction with respect {o the existence of Hazardous Substances on the Premises at
the requsst of Lessor, including sliowing Lessor and Lessor's agents to have reasonable acaess {o the Premises (subject to the limite descrived In Saction

32 balow) at reasonable imes In order to canry out Lessersnvestigative-and-ramediskrospensibilites any such activilies.
(g) Lessor Tarmination Option, If a Hazardous Substance Conditfon {ses Paragraph 8.1(e)) accurs during the term of this Lease,

unless Lesses is legally responsible therefor (in which case Lesses shall make the investigation and remediation thereof required by the Applicable
Requirements and this Lease shall continue In full force and effect, but subject lo Lessor's rights under Paragraph 6.2(d) and Paragraph 13), Lessor
mayr-at-kessors-aption; shall elther () Investigate and remediate such Hazardous Substance Candition, if required, as soon as reasonably possible at
Lessor's expense, in which event this Lease shall continue in full force and affect unless terminated by Lesses ae provided below, or (i) I the estimated cost

‘a remediate such condition excaeds 12 times the then monthly Base Rent or $1,000,000$4,00,000, whichever is grealer, give written notice to Lessee,
within 30 days after recelpt by Lessor of knowledge of the occurrence of suth Hazardous Substance Conditlon, of Lessor's desire fo terminate this

Lease as of the date 60 days fallowing the date of such nolice. in the event Lessor elects to glve a lermination notlce, Lesses may, within 10 days
thereafter, give written natice to Lessor of Lessse's commitment to pay the amount by which the cost of the remediation of such Hazardous Subslance
Condition exceeds an amount equal to 12 Hmes the then monthly Base Rent or $1,000,000 $100,880, whichever Is greater. Lessee shall provide Lessor
with seld funds or satisfactory assurance thereof within 30 days following such commitment. In such event, this Lease shall continue in fsll force and
effect, and Lessor shall proceed lo make such remediation as soon as reasonably possible after the required funds are avallable. If Lessee does not
give such nolice and pravide ths required funds or assurance thereof within the Ume provided, this Lease shall terminale as of the date specified In
Lessor's natice of termination. If Lessor dees not terminate this Lease ae provided In this paragraph, If the Hazardous Substancs Condition or the required or
proposed remediation thereof would materially and advoreely affect Leseed's use of the Premises for We Intanded purposes, Lesses may elect to tarminate this Lease
by providing Lessor with written notice within thirty (30) daye after Lesoss's recalpt of notice of Lessor's proposed remediation plan, or within sixty (60) daye after
Lessec's recelpt of notice of the Hazardous Substance Condition, whichever Ie later. For the avoldance of doubt, the Hazardous Substance Conditlon existing on the
Commencemeont Date shall not qualify se a Hazardous Substance Condition under this Lease,

6.3 Lessee’s Compliance with Applicable Requirements. Except as otherwise provided in this Lease, Lesses shall, at Lessae's sole
expanse, fully, diligently and In a timely manner, materially comply with ali Applicable Requirements, and the requirements of any applicable fire
Insurance underwriter or rating bureau, and-the-recommandations-of-Lessars-engineers-and/or-consuiianis-which-ralate-ln.any-mannerlo
the-such-Requiremente-without regard to whether such Requirements ara now in effect or bacome effective after the Start Date. Lessee shall, within
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40 30 days after receipt of reasonabls Lessarie-wiittan request from Lessor, provide Lessor with coples of all permils and other reasonable documents, and

" ather reasonabls information evidencing Lessee's compliance with any Applicable Requirements specified by Lessar, and shalt iImmediately upon receipt,

notify Lessor in writing (with coples of any documents Involved) of any threatened or actual claim, nofice, citation, waming, complaint or report pertaining

to or Involving the fallure of Lessee or the Premises o comply with any Applicable Requirements, Likewlss, Lessee shall immeadiately give wiilten notice

{o Lessar of: (I) any water damage to the Premises and any suspected seepags, pooling, dampness or other condition conducive to the production of
mold; or (1} any mustiness or other adors that might indicate the presence of mold In the Premises.

6.4 inspection; Compliance. Lessor and Lessors "Lender” {25 defined in Paragraph 30) and consultants shall have the right to enter

into Premises at any time, In the case of an emergency, and otherwise at reasonable limes aRerreaserable-nelice; (subject to the lmite descrived In

Section 52 below) for the purpose of inspecting the condition of the Premises and for verifying complance by Lessee with this Lease. Lessor and

Lessor's Lender and consultants shalt take all commercially reasonable steps not to interfere with the operation of Lesses’s Lessers-business, The cost
aof any such inspections shall be pald by Lessor, unfess a violation of Applicable Requiremenls, or a Hazardous Subslance Cendition {see paragraph

9,1) Is found to exisl-ae-badmmineat, or the inspeclion is requasted or ordered by a governmental authority. in such case, Lessee shall upon request
reimburse Lessor for the cost of such inspaction, so long as such Inspection Is reasonably related to the violation or centamination. In addition, Lesses
shall provide coples of all relevant materal safety data sheets (MSDS) to Lassor within 10 days of the receipt of a written request therefor,
7. Maintenance; Repairs, Utility Installations; Trade Fixtures and Alterations.
7.1 Lessee’s Obligations.
(a) In General. Subject to the provisions of Paragraph 2-1-{Cenditian)-2-3{Camplianse}); 6.3 (Lessee's Compliance with Applicable
Requirements), 7.2 {Lessor's Obiigations), 9 (Damage or Dastruction), and 14 (Candemnation), Lessee shall, at Lessee's sole expense, keep the
Premises, Ulllity installations {intended for Lessae's exclusive use, no matter where located), and Alterations In good onder, condition and repair
{whether or not the portion of the Premises requlring repairs, or the means of repalring the same, are reasonably or readlly accessible tn Lesses, and
.whelher or not the need for such repalrs ocours as a result of Lessae's usa, any prior use, the elements or the age of such porfion of the Pramises),
Including, but not limited to, all equipment or facilities, such as plumbing, HVAC equipment, electrcal, Highting facillties, bollers, pressure vessels, fire
protection system, fixdures, walls (interar and exterior), foundations, celiings, roofs, roof drainags systems, floors, windows, doors, plate glass, skylights,
landscaping. driveways, parking lots, fences, retalning walls, signs, sidewalks and parkways located In, on, or adjacent fo the Premises. Lessee, In
keeping the Pramises in good order, candition and repair, shall exerclse and perform good malntenance pragtices, specifically including the procurement
and malntenance of the service contracts required by Paragraph 7.1(b) below. Lessee's obligations shall include restorations, replacements or renewals
when necessary to kaep the Pramises and all improvements thereon or a part thereof in good order, condlifon and state of repair. Lesses shall, during

the term of this Lease, keep the exterlor appearance of the Bullding In a first-class condition (including, e.g. graffitl removal) consistent with the exterior
appearancs of other similar faclities of comparable age and size in the vicialty, Including, when necessary, the exterior repalnting of the Bullding.

{b) Service Contracts. [essee shall, at Lessea's sole expense, either procure and maintaln contracts, with coples to Lessar, in
customary form and subslance for, and with contractors spedlalizing and experienced In the maintenance of the following eguipment and improvements,
if any, If and when installed on the Premises or rataln reasonably qualified on-site staff to maintain; (1) HVAC equipment, {Il) ballar, and pressure vessels,
(i} fire extingulshing systems, including fire atarm andfor smoke detection, (iv} landscaping and inigation systems, {v) roof covering and drains, and (vi)
clarifiers, Howevar-Lesserresaras-tha-Aght-upon-nelice-to-Leseeer-to-prosurs-and-mainiain-any-or-ali-of-such-sarvice-contrasts-and—Lasses-shall
relmburse-Lossor-upon-demandfor-the-cest thetaet

{c) Failure to Perforyn. If Lessee falls to perform Lesses'’s matertal obligalions under this Paragraph 7.1, Lessor may eater upon
the Premises afer 10 days' priar written notice fo Lesses (except in the case of an emergency, In which case no notice shall be requirad), perform such
obligations on Lessee’s behalf, and put the Premises in good order, condition and repalr, and Lessee shall promplly pay o Lessor a sum aqual to HO%
#46% of the cost thereof.

{d)}-Raplacemont—Subject-to-Lessas's-jrdemnaificalion-of-Laseor-ae-cot-forih-n-Raragraph-8-7-belowsand-without relleving Lassse
of-liabilty—resuling-{from-Lesseo's-fallureto-exercles-and-pardarm-gead-malnienanse-practicas-l-an-llem—deseibod-in-Paragraph-7-Hb}-cannet-be
ropalred-otharthan-at-a-cast-which-le-in-axeees-0f-50%-ot-the-cost-otraplacing-aush-lom—then-such-tem-chall-ba-raplaced-by-Lessen-and-the-cast
theractshall-be-proratod-betwesn-the-Partias-and-Loscee-chall-only-be-obligated-to-pay-sach-menth-durng-the-romalrderotthoterm.ofthis-Loace-on
the-date-on-which-Base-Rentls-dus-an-amount-equaklo-the-product-of-multiplying-the-cest-of- such-raplacement by-a-fraclienthe-aumentorobwhichds
ererand-the-derominatorof-whichs-144-{le-H144th-of the-cact por-month)—Lascaa-chall-pay-interest-on-the-uramartized-balance-but-may-propay-its
abligalier-at-any-time:

7.2 Lessor's Obligations. Subject to the provisions of Paragraphs 2-2-{Cerdition)-2.3-{Gampliance); 9 (Damage or Destruction) and
14 (Condemnation), it is intended by the Parties hereto that Lessor have no obligation, in any manner whatsoever, to repair and maintain the Premises,
or the aquipment thereln, all of which obligations are intended to ba that of thae Lessee. [t is the Intentlan of the Parlles that the terms of this Lease
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govem the respective obligations of the Parties as to maintenance and repalr of tha Premises, and they expressly walve the benefit of any slatute now
or hereaftar in sffect to the extent it Is inconsistent with the terms of this Lease.
7.3 Utility Installations; Trade Fixtures; Alterations.
(a) Definitions. The term “Utllity Installations" refers to all floor and window coverings, alr and/or vacuum fines, 'power panels,
slectrical disiribution, security and fire protection systems, cammunication mbltng. fighting fixtures, HVAC equipment, plumblng, and fencing in or on the

Premises. The term “Trade Fixtures" shall mean Lessee's machinery, aad equipment and other personal properly used in connection with Lessee's

activities at the Premises that can ba removed withaut dolng malerial damage to the Premises. The term "Alterations” shall mean any modificalion of
the lmprovements, other than Ulifity Insialiations or Trade Fixiures, whether by addition or deletion. "Lessee Owned Alterations andfor Utility

Installations" are defined as Allerations and/or Utility Installations made by Lessee that are not yet owned by Lessor pursuant to Paragraph 7.4(a).

{b) Consent. Lessee shall not make any Allerations or Utliity Installations to the Premises without Lessar's prior wrilten consent.
Lessae may, howaver, make non-structural Alterations or Utility (nstallations to-thalaierier-of the Premises (exciuding the roof) without such consent bust
upon notice ta Lessor, as ong as they are nat visible from the outsids, do not involve puncturing, relocaling or removing the roof or any existing walls,
will not affect the electrical, plumbing, HVAGC, and/or lifs safely systems, and the cos! of any such non-structural Alteration or Utllity Instaliation does not
exceed three (3) twe-{2) months' éase Rent.and-the-cumulative-sost-herssfduring-this-Laase-as-exiondad-decs-nat-axcasd-a-sum-aqual-lo-3-moenth's
Base-Rentln-the-aggragale-or-a-cum-aqual-lo-cao-monrth's-Base-Rent-ln-any-ena-year: Nolwithstanding the foregolng, Lessae shall not make or permit
any roof penetrations and/or-insiall-anyihing-on-the-rasf without the pror written approval of Lessor, so long as the fess and costs of the contractor
chogen by Lessor are not grester than the estimates provided by other contractors obtalned by Lesses. Lessor may, as a pracondition to granting such
approval, require Lessee {o ulllize a contractor chosen and/or approved by Lessor. Any Alterations or Uty Installations that Lessee shall desire to
make and which requlre the consent of the Lessor shall be presented to Lessor in written form with detalled plans. Consent shall be deemed
canditioned upon Lessee's: (1) acyuling ali applicable governmental penmits, (1) fumishing Lessor with coples of both the permits and the plans and
spacifications prior to commencement of the work, and (i) compifance with all conditions of said permits and other Applicable Requiremants In a prompt
and expeditious mariner. Any Alterations or Utllity Installations shall be performed in @ workmanfike manner with good and sufficient malerfals, Lessee
shall promplly upon completion fumish Lessor with as-butlt plans and speciiications. Ferwark-which-cosls-an-ameurt-n-excass-of sns-month's-Base
Rapt-Leccor-may-condition-le-sansant upor-Lessae-providing-a-flor-and-sompletion-bend-In-an-ameunt-oqual-to-150%-of-the-estimated-cost-of such
Alteratian-er-Uiiliy-nctaliation-andlor-upon-bussea's-pesting-an-additional Seeurity-Doposit-with-Lasser.

. {c) Liens; Bonds. Lessae shall pay, when due, all claims for labor or materials fumished or alleged to have been fumished to or for
Lessea at or for use on the Premisas, which clalms are or may be secured by any mechanic's or materialmen's flen against the Premises or any Interest
thereln, Lessee shall give Lessor not less than 10 days notice prior to the commencement of any work in, on or about the Premises, and Lessor shall
have the right to post notices of non-respansibiiity. If Lessee shall contest the validity of any such llen, claim or demand, then-Lessee shall, at its sole
expense defend and protect ltself, Lessar and the Pramises against the same and shall pay and satisfy any such adverse judgment that may be
rendered thereon before the enforcement thereof. If Lessor shall require, Lessee shall fumish a surely bond In an amount sufficlant to cause such Hen
to be removed from the Premises.equal-to-150%-of-the-amount-of-uch-sontostad-llen—claim-or-domand-lndemnlfying-Lesseragalnstiabliity-for-the
sama— l{-Lassor-alasie-te-padicipate-in-any-such-aclion-Lossee-shall-pay-Lessars+oasenable-allomeys{aas-and-casls,

7.4 Qwnership; Removal; Surrender; and Restoration.

_ {a) Ownership. Subject to Lessor's right to require remaval or elect ownership as hereinafter provided, all Alterations and Utliity
Installations (but specifically excluding Trade Fixtures) made by Lesses shall be the property of Lessae, but considered a part of the Premises. Lesser
mawat—any—ﬁmerelae&lnmMWW%@MMWMMW%H%WMW%WW& otherwise
instructed per paragraph 7.4(b) hereof, afl Lessee Owned Alteratlons and Utllity installations {but specifically excluding the Trade Fixtures) shall, at the
expiration or termination of this Leass, become the properly of Lessor and be surrendared by Lessee with the Premises.

(b) Removal. By detivery lo Lessee of written notice from Lessor not earlier than 80 and not later than 30 days prior to the end of
the term of this Lease, Lessor may require that any or ali Lessea Owned Alterations or Ulility Installations be removed by the explration or termination of
this Lease. Lessor may require the removal at any time of all or any part of any Lessee Owned Afterations or Utliity installations made without the
required consent. .
(c) Susrender; Restaration. Lesses shall surrander the Premises by the Explration Dats or any earller termination date, with alf of
the improvements, parls and surfaces thersof broom clean and free of dabrls, and In commarclally reasonable geed-operating order, condillon and siate of
repalr, ordinary wear and tear exceplad, "Ordinary wear and tear shall not Include any damage or deteroration that would have been prevenied by

clally ble geod maintenance practice. Notwithstanding the foragoing, if this Lease Is for 12 months or fess, then Lesses shall susrendsr the
Premisas in the same condition as delivered to Lessee on the Start Dale with NO allowance for ordinary wear and tear. Lessee shall repalr any damage

occasioned by the installation, maintenance or removal of Trade Fixtures, Lessee owned Alterations and/or Utllity Installations, furnishings, and
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equipment as well as the removal of any storage tank installed by or for Lessee. Lessee shall completely remave from the Premises any and all
Hazardous Substances brought onto the Premises by or for Lessae, or any third parly {except Hazardous Substances which were deposiled via
underground migration from areas outside of the Premises) to levels necassary ta cause the Premises to comply wish Applicabic Reguirements, -aven-iE-eueh
ramoval-would—roquire-Lessea-to-pardorm-or-payfor-work-{hat-axsoeds-statitory—raquirermants—Any remediation of Hazardous Materials in the
Improvements, solis or water of the Premises shall be as required by Applicable Law. Trade Fixiures shall remain the property of Lassee and shall be
removed by Lessee. Any personal properly of Lessee not removed on or before the Expiration Date or any earlier termination date shall be deemed to
have been abandoned by Lessee and may be disposed of or retalned by Lessor as Lessor may desire, The fallure by Lessee ta fimely vacale the
Premises pursuant to this Paragraph 7.4(c) withoul the express written consent of Lessor shall constitule a holdover undar the provisions of Paragraph

286 below.

8. Insuranee; Indemnity, NOTE:-ALL-OR-ARTICLE 84S SUBJECT-TO-REVIEW - BYLESSEE'S-INSURANCE CARRIER;
8.1 Payment For Insurance. Lessea shall pay for all Insurancs required under Pamgraph B. excepl-lo-the--extent-of-the-cest

attibutable-te-llabiliy-insurance-earad-byLessor-undac-Raragraph-8.2{b)-in-axce6s-0f-$2,000,000-peroccurance~ Premiums for palicy periods
commencing prior to or extending beyond the Lease term shall be prorated to comespond to the Lease lerm, Paymant shall ba made by Lessee directly
to the Insurer or nourers, o-kassor-within-14-days-following-recelptof-an-inveles:
8.2 Liabllity Insurance.
{a) Carvied by Lessee. Lessee shall oblain and keep In force a Commerclal General Liabllity policy of Insurance protecling Lessee

and Lessor as an additiona! insured agsinst clalms for bodily Injury, personal Injury and properly damage based upon or arising out of the ownarship,
use, occupancy or malntenancs of the Premises and all areas appurtenant thereto, Such Insurance shalf be on an occurrence basis providing single
limit coverage In an amount nat less than $2,:000,000 $4.006,000 per occurrence with an annual aggregate of not less than $6,000,000 $2:000,000,
Lessee shall add Lessor as an additional Insured by means of an endorsement at least as broad as the Insurance Service Organization's "Additional
Insurad-Managers or Lessors of Premises" Endorsement. The palicy shall nol contain any intra-insured exclusions as between insured persons or
organizations, but shail Include coverage for liability assumed under this Lease as an *insured contract” for the performance of Lesses's indemnity
obligations under this Lease, The limlts of sald Insurance shall not, hawever, iimit the liabllity of Lessee nor relieve Lesses of any obligation hereunder.

Lessee shall provide an endorsement on lis Rabllity policy(las) which provides that Its insurance shall be primary to and not contributory with any stmitar
insurance carried by Lessor, whose insurance shall be cansidered excess Insurance only. Novwithstanding the foregoing, Lessee may elect to cany a policy
of Commerclal Ganeral Liabllity Insurance with limlts of One Million Dollars ($3,000,000) per occurrence and an annual agaregate of Twa Milfon Dollare ($2,000,000),
and to malntain the additlonal coversge requirad by thie paragraph through ons or mtore umbrelia policles.

(b} Carrlad by Lessor. Lessor may, at Lassor's cost, shall maintain Habliity Insurance as described In Paragraph 8.2(a), In addition
(0. and not In feu of, the insurance raquired to be malntained by Lessen. Lessee shall not be named as an additional Insured thereln,

8.3 Propesty Insurance - Building, Improvements and Rental Value,

(=) Buiiding and lmprovements. The insuring Party shall oblain and keep In force a palicy or policles in the name of Lessor, with
loss payable to Lessor, any gmund-lessar. and o any Lender insuring loss or damaga 1o the Premises. The amount of such insurance shall be equal to
the full insurable replacement cost of the Pramises, as the same shall exist from time to fime. Teﬁ&hwmeunweqalmd—bsusny-hendeﬁ but-in-ne-ovant
mora-than-the-commerclally-reasonable-and-avallablo-dncurable-value-theresf: lessee Owned Allerations and Hility Instaliations, Trade Fixtures, and
Lessee's personal properly shall be insured by Lessee not by Lessor. H-the-coverage-is-available-and-cemmercially-appropriate-eush Such policy or
palicles shall insure agalnst all risks of direct physical loss or damage (except the perils of flood andfor earthquake unlege required by a Lender),
tinsludingexeapt the-padis-of flacd-andior earhquake unrloss-requlrad-by-a-Lender), including coverage for debrs removal and the enforcement of any
Applicable Requirements requiring the upgrading, demolition, recanstruction or replacement of any partion of the Premises as the rasull of a covered
loss. Sald palicy or policies shall alse contaln an agreed valuation provision In fieu of any coinsurance clause, walver of subrogation, and inflation guard
protection causing an Increase in the annual property Insurance coverage amount by a factor of not less than the adjusted U.S. Depariment of Labor
Consumer Prce Index for All Urban Consumers for the city nearest 1o where the Premises are located, If such Insurance coverage has a deductible
clausa, the deductible amount shall not exceed $5,000 per oceurrence, and Lessee shall be llable for such deductible amount In the event of an insured
Loss.

{b) Rental Value, The Insuring Parly shall obtain and kesp in force a policy or policies In the name of Lessor with loss payable lo
Lessor and any Lender, Insuring the loss of the full Rent for one year with an exiended perod of indemnity for an additional 180 days {("Rental Valus
Insurance"), Said insurance shall contaln an agreed valuation provislon in lleu of any colnsurance clause, and the amount of coverage shall be adjusted
annually {o reflect the projectad Rent otherwise payable by Lessee, for the next 12 month period. Lessee shall be liable for any deductible amount In
the event of such loss.

{c}-Adjacont-Rremises—iHho-Pramisos-are-partofa-larger-hullding:-or-of a-group-oEbulldings-owned-by-Lesserwhich-ara-adjacent
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to-the-Premices-tha-Lessas-challpay-forany-lncroase-in-the-pramiums-fer-the-prapany-Insurance-afeuch-bullding-sr-bulldings-iEgalel-insroasels-caused
by-Lessed's-acteromissions,-ues-araccupancy-ofthe-Premises:

8.4 Lessee’s Property; Business interruption Insurance; Worker's Compensation insurance.

{a) Property Damage. Lessee shall obtain and maintain insurance coverage on all of Lessee's personal property, Trade Fixtures,
and Lesses Owned Alteralions and Utlity Instaliations. Such insurance shall be full replacement cost coverage with a deductible of not to exceed
$1,000 per occumrence. The proceeds from any such insurance shall be used by Lesses for the replacement of personal property, Trade Fixtures and
Lessae Owned Alterations and Utillty instafiations. Lessee shall provide Lessor with written evidence that such Insuranca is In force.

{b) Business Inferruptlon. Lesses shall oblain and maintain loss of incoma and exira expense insurance in amounts as wilf
relmburse Lessee for direct or indirect loss of samings atiribulable to all perls commonly insured against by prudent lessees In the business of Lessee
or atidbutable to prevention of access o the Premlses as a rasult of such perils.

{c) Worker's Compensation Insurance. Lessee shall obtain and maintaln Worker's Compensatien Insurance fn such smount s
may be raquired by Applicable Requirements.

(d) No Representation of Adsquate Coverage. Lessor makes no representation that the llmits or forms of coverage of Insurance
spacified hereln are adequate to cover Lessee’s property, business operations or obligations under this Lease.

8.5 Insurance Policles. Insurance required hereln shall be by companies malntalning during the pollcy lenm a "General Policyholders
Rating” of at least A-, VI, as set forth In the most current Issue of "Best's Insurance Guids", or such other raling as may be required by a Lender.
Lesses shall not do or permit to be done anyihing which Invalidales the required Insuranes policles. Lessea shall, prior to the Starl Date, deliver to
Lessor certifled coples of policles of such insurance or cerlificates with coples of the required endarsemsnis evidencing the existence and amounts of
the required insurance. No such policy shall be cancelable or subject i modification except after 30 days prior written nolice to Lessor. Lessee shall, at
least 10 days prior to the expiration of such policies, furnish Lessor with evidence of renewals or *Insurance binders” evidencing renewal thereof, or
Lessor may order such insurance and charge the cost thereof lo L.esses, which amount shall be paysble by Lessee to Lessor upon demand. Such
policias shall be for a term of at least one year, or the length of the rematning term of this Lease, whichever is less. If elther Parly shall fall to procure
and malintain the insurance required to be carried hy #, ths other Parly may, but shall not hie required to, procure and malntaln the same.

8.6 Walver of Subrogation, Without affecting any other rights or remedies, Lessee and Lessor each hereby release and relleve the
other, and walve thelr entire right to recover damages agalnst the ather, for loss of or damage to its property arising out of or Incident o the perils
required to be Insured agalnst harein. The effect of such releases and waivers !s not fimited by the amaunt of insurance canied or required, or by any
deductibies applicable hersto, The Pariies agres {o have their respective property damage Insurance carriers walve any right to subragation that such

companies may have agalnst Lessor or Lessee, as the case may be, sa fong as the insurance Is not validated thereby.
8.7 Indemnity,

_ {(a) Except for Lessor's gross negligence or willful misconduct, Lesses shall indemnify, protect, defend and hold harmless the
Premises, Lessor and its agents, Lessor's master or graund Jessor, pariners and Lenders, from and agalast any and all clalms, loss of rents andfor
damages, llens, judgments, penalties, attomeys’ and consultants' fees, expenses andfor liabilities arising out of, invalving, ar In connection with, the use
andfor occupancy of the Premises by Lassse. If any action or proceeding Is brought against Lessor by reason of any of the foregoing matters, Lessee
shall upan nolice defand the same at Lessee's expanse by counsel reasonably satisfactary to Lassor and Lessor shall cooperate with Lessee tn such

defense. Lessor need not have first pald any such clalm in order to be defended or indemnified.

{b) Except for Lessee's grass negligence or wiiliul misconduct, Lessar shall indemnify, protect, defend and hold hamnless the
Premises and Lessee and its agents, from and against any and all clalms, damages, Hens, judgments, penalties, altomeys' and consulants' fees,
expenses andfor Habilittes arsing out of, Invalving, or in connection with Lassor's activitles on the Premisegs, other than those activitles related to the
remediation of Hazardous Substances under the Purchase Agresment:; provided, however, I Lessor sells the Premises and in connection with such eale the purchaser
asoumes, In writing, Lessor’s obligatione under the Purchase Agresment relating to the remediation of Hazardoue Substances (but without implying any cbligation of
Lossor to cause a purchaser to assume duch obligations), the Indemuification provided In thls paragraph ehall include. all activitles of Lessor on the Premises,
inchiding activitiea related to the remediation of Hazardous Sub under the Purchase Agreement, -fallurs—to—remediate-Hazardous-Matedals-en-the
Pramlsoc-on-the-Commeneement-Date-as-roquirad-under-the-Rurchase-Agreament, If any action or proceeding is brought against Lessee by reason of
the foregoing matiers, Lessor shall upon notice defend the same at Lessor's expense by counsel reasonably satisfaclory to Lessee and Lassee shall

cooperate with Lessor in such defanse. Lessee nead not have first pald any such clatm in order to be defended or Indemnifled.

- 88 Exemption of Lessor and its Agents from Liabllity. Except for Notwithstanding the gross negligence, willful misconduct, or
breach of this Lease by Lessor or its agenis, nelther Lessor nor its agents shall be llable under any clreumstances for: () injury or damagse to the parson

or goods, wares, merchandise or other praperty of Lesses, Lessea’s employees, contractors, invilees, customers, or any other person In or about the
Premises, whether such damage corinjury is caused by aor resulis from fire, stoam, electricity, gas, water or rain, indoor afr quality, the presence of mold
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or fram the breakage, leakage, obstruction or other defects of pipes, fire sprinkiers, wires, appliances, plumbing, HVAC or lighting fixtures, or from any
other cause, whether the sald Injury or damage results from conditions arising upon the Premises or upon other porfions of the bullding of which the
Premises are a part, ar from other sources or places, {il) any damages arising from any act or negiect of any other {enant of Lessor or from the failure of
Lessor or lis agents to enforce the provisions of any other lease In the Project, or (iii) injury lo Lessee's business or for any loss of income or profit
therefrom. Instead, I is intended that Lessee's sole recourse In the event of such damages or injury be to fite a ciaim on the insurance policy(les) that
Lesses is required to maintaln pursuant to the provisions of paragraph 8.

8.9 Failure to Provide Insurance. Lesses acknowledges that any failure on Its part to obtaln or maintaln the Insurance required herein
wiil expose Lessor to risks and potentially cause Lessor to Incur costs not contemplated by this Lease, the extent of which wilt be extremely difficuit to
ascerain. Accordingly, for any month or portion thereof that Lessee does not malritain the raquired Insurance and/or does not provide Lessor with the
requirad binders or ceriificates evidencing the existence of the required Insurance, the Base Rent shall be automatically increased, without any
requiremant for notice to Lessee, by an amount equal to 3% 30% of the then existing Base Renl or $100, whichever is greater untl such time as the

required Insurance ls obtained or the required binder or certification I¢ delivered, at which time Baes Rent shall revert to the rate ptherwiae provided In this Lease.
The parlies agree that such Increase In Base Rent represents falr and reasonable compensation for the additional risk/costs that Lessor will incur by

reason of Lessee's fallure fo malntain the reguired Insurance. Such increase In Base Rent shall In no event conslilute a walver of Lessee's Default or
Breach with respect {o the fallure to maintaln such insurance, prevent the exercise of any of the other rights and remedies granted hereunder, nor
refleve Lessee of its obligation to malntain the insurance spacified in this Lease.
9. Damage or Destruction.

9,1 Definitions,

(a) "Premises Partial Damage® shall mean damaga or destruction 1o the Improvements on the Promlses, other than Leseee Owned Alterations
and Utllity Instaliatione, which can reasonably be repalred in 7 months or less from the date of the damage or destruction. Lessor shall notify Leasee In writing within
30 daye fram the date of the damags or deatrustion as to whether or not the damage Is Partial or Total. Such detarmination shail be binding on Lessao, except that
If Lesgor dotermines that the damage is Partial, and if {f) Lessee In good falth believes that the damage lo Total and (I} such damage materially and adverssly
affecte at least 10% of the ugeable space in the Improvements an the Premlaes, thon Lessee may, within ten (lb) days after recelpt of Lageor's notificatlion, provide
Leseor with written notice that Lesogs objects to euch dstermination. In that event, the parties shall abtempt to resolve the dispute. [F the partlse are not able to
resolve the dispute within tzn (10) days after Lessor's receipt of Leesce's objection notice, Yhen such dleputs shall be settled by binding arbltration to be held in
Santa Barbara, Californla. Such arbitration shall be In sccordance with the ihen-ap]pllcable Construstion Industry Arbitration Rules of the Amerlcan Arbitration
Agsociation, I the partias shall nat have agreed on a mubually satisfactory arbitrator within ten (10) days of the request of any party for arbitration hersunder, the
President of the American Arbltratlion Assoclation shall appoint the arbitrator. The deslslon of the arbltrator shall be final, conciueive and binding on the partles. The
arvivrator shall award to the provalling party that party's reasonable attorneys’ fees and coste. The acteal cost of the arbitration lbeelf shall be borne by the losing
party. .
{b) "Premlses Total Destruction” shall mean damage or destruction to the Improvements on the Premlecs, other than lessee Owned
Alterations and Utility Inetaliations and Trade Fixtures, which cannot rcasonably be repalred in 7 months or less from the date of the damage or destruction. Lessor
shall notlfy Lagges In writing within 30 daye from the dats of the damage or destruction as to whether or not the dsmage is Partlal or Total, Subject to the
exceptions in Sectlon 9.1(a) abave, such determination shall be binding on Lesses,

{a)-Rromises—Rartial-Damage-shall-mean-damage-or-destaistion-le-the-Improvemenis-or-tha-Rramisas~athar-than-Losses
Qwned-Alterations-and-Yillllyinslaliations-which-can-roasenably-bo-repaired-in-6-months-orlgst-from-the-dato-of-the-damage-er-dactriclion—LiLoesor,
shall-netify-Losses-ln-wiling-within-30-daysfrom—tho-date—of-tho-damage-or-dastruction-as—te-whether-or-rol-the-damage-ls-Parlial-or-Fotal:
HNobwithslanding-the-foragolng~Rromisas-Rartial-Damage-shall-netinclude-damags-le-windawsdeoreardiocother-simiiar-itemes-which- Lessee-has-the
rasponsibility-to-ropairerreplaco-pursant-lo-the-provislons-of Paragraph - Zoh

{b)"Rromicos-Total-Dastruction -chall-mean-damaga-or-destruclion-o-the-Rromises-olherthan-kossos-Ownad-Alerations—and
Ullliy-insialiations-and-Frada-HExiures.which-cannet reasonably-be-ropalred-In-6-monthe-or-loss-from-the-date-of-the-damage-or-destructior—Lkossar
chall-retif- Lossee-in-writing-within-30-days-from-the-dale-of the-damage-se-dastuction-as-to whathor-ernel-the-damageJs Parial-or-Talal

{c) "insured Loss" shall mean damage or destruction to Improvements on the Premises, other than Lessee Owned Allerations and
Ulllity Instaliations and Trade Fixtures, which was caused by an event required to be covered by the Insurance described In Paragraph 8.3(a),
irraspactive of any deductible amounts or coverage limits Involved.

{d) "Replacement Cost” shall mean the cost to repair or rebuild the improvements owned by Lessor at the time of the occumrence
to their condition existing Immediately prior therelo, including demalition, debrls removal and upgrading required by the operation of Applicable
Requirements, and without deduction for depreclation.

' (2) "Hazardous Substance Condition” shall mean the occurrence or discovery of a condition lnvolving the presence of, or a

e
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contamination by, a Hazardous Substancs , In, an, or under the Premises which raquires remediation to a level necessary to cause the Premises to be

in compllance with Applicable Requirements. pursuant-io-a-final-ren-appealable-crdor-of-a-goverment-agensy-
82 Partial Damage - Insured Loss. If a Premises Partial Damage that [s an Insured Loss occurs, then Lessor shall, at Lessar's

expense, repalr such damage (but not Lessee's Trade Fixiures or Lessee Owned Allerations and Utlity Instaliations) as saon as reasonably possible
and this Lease shall continue in full farce and effect; provided, however, that Lessse shall, at Lessor's eleclion, make the repalr of any damage or
deslruction-the-telal-cost-lo-repalr-af-which-Is-$10,000-ar-lees, and, In such evant, Lessar shall make any applicable insurance proceeds available to
Lessee en-a-toasenable-basis for that pumpose. Notwithstanding the foregoing, If the required Insurance was not In force or the Insurance proceeds are
nat sufficlent ta effact such repalr, the Insuring Parly shall promptly contribute the shortage in proceeds {(except as to the daductible which is Lessee's
responsibility) as and when required to camplele sald repairs. In the event, however, such shorlage was due to tha fact that, by reason of the unique
nature of the Improvemenis, full replacement cost insurance coverage was not commercially reasonabile and avallable, Lessor shall have ro obligation
io pay for the shortage in Insurance proceeds or lo fully reslore the unique aspacts of the Premises unless Lessee providas Lessor with the funds to
cover same, or adequate assurance thereaf, within 10 days following recelpt of wrtten notice of such shortage and request therefor,  If Lessor racaives
sald funds or adequale assurance thereaof within sald 10 day periad, the party responsible for making the repalrs shall complete them as scon as
reasonably possible and this Lease shall remain in full farce and effect. If such funds or assurance are not received, Lessor may nevertheless elect by
writien nolice to Lessee within 10 days thereafter to: () make such resloration and repair as is commerelally reasonable with Lessor paying any
shortage in proceeds, in which case this Lease shalf remaln in full force and effect, or (if} hava this Lease terminate 30 days thereafter. Lessee shall not
be entitled to reimbursement of any funds contibuted by Lesse to repalr any such damage or destruction, Pramises Partial Damage due fa flood or
earthquake shall be subject to Paragraph 9.3, notwithstanding that there may be some insurance coverage, but the net proceeds of any such Insurance
shall be made avallable for the repairs If made by elther Parly.

9.3 Partial Damage - Uninsured Loss, {f a Premises Partial Damage that Is not an insured Loss accurs, unless caused by a negligent
ar wiliful act of Lessee (in which event Lessee shall make the repalrs al Lessee's expense), Lessor may either: (1) repalr such damage as soon as
reasonably possible at Lessor's expense, In which event this Lease shail continue In full force and effect, or (i) terminate this Lease by giving written
notice to Lessee within 30 days after recelpt by Lessor of knowledge of the accurrence of such damage. Such temmination shall be effective 1560 days
following the date of such rotice. in lhe event Lessar elecls to terminate this Lease, Lesses shall have the right within 10 days after recelpt of the
termination notice to glve written notice to Lessor of Lessee's commitment to pay for the repalr of such damage without relmbursement from Lessor.
Lessee shall provide Lessor with sald funds or satisfactary assurance theraof within 30 days after making such commitmeat. In Such event this Lease
shall continue in full force and effect, and Lessor shall proceed to make such repairs as soon as reasonably possible afier the required funds are
avallable. If Lessee does not make the required commitmen, this Lease shall terminate as of the date specified in the termination notice.

8.4 Tatal Destruction. Notwithstanding any ather provision hereof, if a Pramises Total Destruction accurs, this Lease shall terminate
60 days following such Destruction. If the damage or destruction was caused by the gross negligence or willful misconduct of Lessea, Lessar shall have
the right to recover Lessor’s damages from Leséee. except as provided in Paragraph 8.6.

a.5 Damage Near End of Term. If af any time during the last 6 months of this Lease there Is damage for which the cost ta repair
exceads one month’s Base Rent, whether or not an Insured Loss, either Lesses or Lessor may tenminale this Lease effective 60 days following the date
of aceurrence of such damage by giving a written termination notice to the other party Leseae within 30 days after the date of occurence of such
damagse. Notwithstanding the loregoing, If Lessor elects to terminate this Lease and Lesses at thal time has an exercisable option to extend this Lease
or to purchase the Premises, then Lessee may preserve this Lease by, (a) exercising such option and {b) providing Lessor with any shortage in
Insurance procesds (or adequate assurance theraof) needed to make the repalrs on or before the earller of (i) the dats which is 10 days afier Lessee's
racelpt of Lessor's written nolice purporting to terminate this Lease, or (i1} the day prior to the date upon which such oplion explres. if Lesses duly
exercises such option during such periad and provides Lessor with funds (or adequale assurance thereof) to cover any sharlage In Insurance procseds,
Lessor shall, at Lessor's commercially reasonable expense, repair such damage as soon as reasonably possible and this Lease shall continue in full
force and effect. If Lessae falls lo exercisa such aplion and provide such funds or assurance during such period, then this Lease shall tenminate on the
date specified In the termination notice and Lessea’s option shall be extingulshed.

9.8 Abatement of Rent; Lessee's Remadies.

{a) Abatement. In the event of Premises Partial Damage or Premises Total Destruction, or a Hazardous Subslance Condition for
which Lassee is not responsible under this Lease; and which results In Lesses’s inablity to use elther the entire Premiges or an entire bullding within tha
Premisas because the Santa Barbara Fire Department, the County Department of Envirommental Health, or other governmental agency prohiblts such uss ae a resutt
of such Hazardous Subsvance Condition, the Rent payable by Lessee for the perlad requisad for the repair, remediation or restoration of such demaga shall
be abated In propostion to the degrae to which Lessee's use of the Premises Is Impalrad, but not to exceed the proceeds recelved from the Rental Value
insurance. All other obligations of Lessee hereunder shall be parformed by Lessee, and Lessor shall have no liabliity for any such damage, destuction,
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ramediation, repalr or restoration except as provided herein. Notwithstanding anything In this Lease to the contrary, Lessee shall not be entified to
terminate the Lease or to any abatement of rent (except For tha rent abatoment specifically provided for in thie paragraph) arising out of or relaling lo
Hazardous Substances Matarals on the Premises as of the Commencement Date which Lessor Is required to remediate pursuant to the terms of the

Purchase Agrasment.
(b) Remadies. If Lessor is obligated to repair or restore the Premises and does not commence, In 8 substantial and meaningful

way, such repalr or restoration within 80 days after such obligation shall accrue, Lesses may, at any time prior {o the commencament of such repair or
restaration, glve written notice to Lessor and 1o any Lenders of which Lessee has actual nofice, of Lessea's election to terminate this Lease on a date
niot less than 60 days following the giving of such notice. If Lessee gives such notice and suchi repalr or restaratlon Is not commenced within 30 days
thereafter, Ihis Lease shall terminate as of the date spacified In sald notice, If the repair or restoration 1s commenced within such 30 days, this Lease
shall continue in full force and effect. "Commence” shall mean either the unconditional authordzation of the preparation of the required plans, or the
baginning of the actual work on the Premises, whichever first occurs.

8.7 Termination; Advance Payments, Upon termination of this Leass pursuant to Paragraph 6.2(g) or Paragraph 9, an equitable
adjustment shall be made conceming advance Base Rent and any other advance payments made by Lesses to Lessor, Lessor shall, in addition, retum
to Lessee so much of Lessee's Securty Depasit as has not bean, or ts not then required to be, used by Lessor,

10. Real Property Taxes. )

10.1 Definition. As used hereln, the tean "Real Property Taxes" shall include any form of assessment; real estate, general, special,
ordinary or extracrdinary, or rental levy or tax (other than inheritance, personal Income or eslate taxt_as); fmprovement bond; and/or Hcense fee imposed
upon or levied agalnst any legal or equitable Interest of Lessor in the Premises or the Praject, Lessor's right o other income tharefrom, and/or Lessor's
business of leasing, by any authorlly having the direct or indirect power ta fax and wherae the funds are ganera(ed with referenca ta the Bullding address
and where Ihe proceeds so generatad ara to be applled by the clty, county or othar local taxing authority of a jurisdiction within which the Premises are
focated. Real Property Taxes shall also include any tax, feg, levy, assessment or charga, or any increase thersin: {f} imposed by reason of events
oceurring during the tenm of this Lease, Including but not limited to, a change In the ownership of the Premises, and (it} levied or assessed on machinery
or equipment provided by Lessor lo Lessea pursuant to this Leass.

10.2 Payment of Taxes. In addltion to Base Rent, Lessee shall pay to Lessor an amount aqual to the Real Property Tax instaliment due
at least 20 days prior to the applicable delinquency date and Lessar shall pay such amount to the applicable taxing authority priar to the applicable dus

delinquency date (and Lessor shall be liable for all penalties IF Lessor falle to pay such amount prior to delinquency). I any such instaliment shall cover any pericd
of time prior to or afier the expiration or terminalien of this Lease, Lesses's share of such instalfment shall be prorated. In the event Lessse incurs a late

charge on any Rent payment, Lessor may estimate the cunent Real Property Taxes, and require that such taxss be paid in advance to Lessor by
Lessee monthly In advance with the payment of the Base Rent. Such monthly payments shall be an amount equal {o the amount of the estimated
installment of taxes divided by the number of months remaining before the month in which sald Instaliment becames delinquent. When the aclual
amaunt of the applicable tax bill is known, the amount of such equal monthly advance payments shall be adjusted as requlred to provide the funds
neesdad to pay the applicable taxes, If the amount collected by Lessor is Insufficlent to pay such Real Property Taxes when due, Lessee shall pay
Lessor, upon demand, such additional sum as Is necessary. Advance paymenis may be intermingled with other moneys of Lessor and shall not bear
intaresl. In the avent of a Breach by Lessee in the paerformance of its obligations under this Lease, then any such advance paymenis may be lreated by
Lessor as an additional Security Deposit.
10.3———Jolnt-Accessmont—ii-the-Bromises-are-not-separately-acsessed - Lessos's-iability-chall-ba-an-cquliable-properion-of-the-Real
Rmpemme&iar-au-enhe-laﬂMWMMiWEHmMW%&MﬁMMW&MMﬁWf
from-the-respastive-valuatlons-ascigned-ln-the-ascassars-work-sheats-or-such-etherinfarmalon-as-may-be-reasanably-avallable:

10.4 Personal Property Taxes. Lessee shall pay, prior to delinquency, alt taxes assessed against and levied upon Lesses Owned
Alterations, Utllity Instaliaions, Trade Fixtures, fumishings, squipment and all personal properly of Lessee. When possible, Lessee shall cause lts
Lesses Owned Alterations and Ulllity instaliations, Trade Fixluras, fumishings, equipment and all other personal property 1o be assessed and billed
separately fram tha real property of Lessor, {f any of Lessee's said property shall be assessed with Lessor’s real properly, Lessee shall pay Lessor the
taxes atlributable 1o Lessee’s property within 10 days after receipt of a written statement setling forth the laxes applicable ta Lessee's property.

. Utilitles and Services. Lessee shall pay for all water, gas, heat; fight, power, telaphons, trash dispasal and other ulifitles and services
supplied to the Premises, tagether with any laxes thereon. If any such services are not separately metered or billed to Lessee, Lessee shall pay a
reasonable proporiion, to be determined by Lessor, of all charges jointly matered or billed. There shall be no abatement of renl and Lessor shall not be
llable In any respect whatsoever for the Inadequacy, stoppage, Interrugtion or discontinuance of any utliity or service due fo riot, sirike, labor dispute,
breakdown, accident, repalr or olher cause beyond Lessor's reasonable coniral or In cooperation with governmental request or directions.

12, Assignmeant and Subletting.
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12.1 Lassor's Consent Raguired.,

(a) Lesses shall nof voluntarly or by cperation of law asslgn, transfer, morigage or encumber (collectively, "assign or
assignment”) or sublet all or any part of Lessee's interest in this Lease or in the Premises without Lessor’s prior written consant. Lessor’s fallure to
provide written notics of tts consent or disapproval of any requested assignment or sublease within 30 days after Lessor's recelpt of Lessee's written
request and all information described in Section 12(e) below shall constitute Lessor's consent fo the requested asslgniment or sublease.

Notvithstanding the provisions of this Section, Lassee shall not be requlred {o ablain Lessors lessors consent to subleases of less than 10,000 5000

square feet ("Permifted Subleases”).
(&) Unless Lessee Is a corporation and Hts stock Is publicly traded ont a natlonal stock exchange, a changs in the contro) of Lessee

shall constitute an assignment requiring consent. The transfer, on a cumulative basls, of 26% or more of the voling contral of Lessee shall constilute a
change in centrol for this pumose.

MWWWWRWGHmm%nuWWW@GMme
finanslagrtransior-leveragad-buy-cut-erathersse)-whathor-or-not-a-formal-asslgrment-er-hypethesalien-ofthic-koace-or Laceoe's-assets-aocusrwhich
racultc-or-will-resuit-n-a-roduslion-of-the-Not-Worth-of Lassoo by an-amount greater-than-25%of such-Net-Worh-as-bwas-ropresentad-at-the-lime-of-the
axacution-ef-this-oase-brat-the-lirmo-of-the-mestracant-assigareant-lo-which-Lesser-has-coneantad-oras-it-axistsimmodiatoly-priorte-sald-trancastion
ortransactions-constituling-such-reduction- whichever-was-ar-ls-greatar-chall-be-consldered-an-assignment-of-thie-baasa-lo-which-kossermay-withheld
“&sonsen&-liNeL%FMaosseor-shaIM&mmMLesseHe&dudiagaﬂrguamﬂem)as&abllshed«ndekgemmﬁ%&eeepﬁed—aseamﬂag
principles:

(d} An asslgnment or sublefting witheut-{other than a Permitted Sublease) without consent shall, at Lessor's opfion, be a Defautt
curable after notice per Paragraph 13.1{c), or a noncurable Breach without the necessiy of any notice and grace perod. If Lessor elects to treat such
unapproved assignment or subletting as a noncurable Breach, Lesser may elther: (1) lerminate this Lease, or (iI} upon 30 days wiltten nolice, increase
the monthly Base Rent to 110% of the Base Rent then in effect. Furiher, in the event of such Breach and rental adjustment, (1) the purchase price of
any option lo purchase the Premises held by Lessee shall be subject to simliar adjustment to 110% of the price previously In effect, and (ii) all fixed and
non-fixad rental adjustments scheduled during the remalnder of the Leass term shall be increased to 110% of the scheduled adjusted rent.

(e) Lessse's remedy for any breach of Paragraph 12.1 by Lessor shall be limited to compensatory damages and/or injunclive relief,

f) Lessor may masonébly withhold consent to a propased assignment or subletling If Lesses Is In Default at the time consent Is
requested.

(g} Notwithstanding the foregoing, allowing a de minimis portion of the Premlses. ie. 20 square feet ar less, 10 be used by a third
parly vendor in connection with the installation of a vending machine or payphone shall not constitute a subletting.

{h) Lessor acknowledges that Lessor currantly has leased a poriion of the Premises to GRT Inc., a Delaware corporation (“GRT"),
pursuant to that certain Standard Industdal/Commercial Multi-Tenant Lease - Net dated as of July 15, 2004, as amended by a First Amendment dated
as of April 18, 2007, and a Second Amendment dated as of July 17, 2010 {collectively, the "GRT Leasa"). Lessor shall assign the GRT Lease to
Lessee and Lessee shall accopt the assignment thereof effective as of the Commencement Date, and oblaln GRT's wilten cansent to such assignment
and GRT’s written agreement that the GRT lesse shall, from and after the Commencement Date hereof, be a sublease that is subject and subordinate
to this Lease, '

As of the Commencement Date, Lessor and Lessee agrea that the leases described below are terminaled and of no further
force and effact: .
(1) Standard IndustdatfCommercial Single-Tenant Lease - Net dated December 1, 2000 between lessor Ghaanel
Fechrologlastne--asdesser, and Leesee GFG (as successor to lnternational Transducer Corp. I¥G), as lasses,
(2) Standard Indusiial/Commercial Single-Tenant lLease - Net dated December 1, 2000 botween Lessor Ghannel
Tachnelagles-{rc-aslecsor, and Lessee GTG (as successar to Sonatech, inc.), as lessee,
(3) Oral lease between Lesaor Ghannel and Leascs 6¥6 ragarding 839 Ward Drive.
12.2 Terms and Conditions Applicable to Assigniment and Subletting.

(a) Regardless of Lessar's consent, no assignment or sublelting shall: (/) be effective without the express written assumplion by
such assignee or sublessee of the obligations of Lesase under this Lease, (1) releass Lessee of any obligatlons hereunder, or (i) alter the pimary
Habliity of Lessee for the paymant of Rent or for the performance of any other cbligations to be performed by Lesses. '

{b) Lessor may accept Rent or performance of Lessee's obligations from any person other than Lesses pending approval or
disapproval of an assignment. Nelther a delay in the appraval or disapproval of such assignment nor the acceplance of Rent or performance shalt
caonsfitute a walver or estoppel of Lessor's right lo exercise its remedles for Lessee’s Dafault or Breach,

{c) Lassar's consent to any assignment or sublefting shall not constitute a consent to any subsequent assignment or subletfing,
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{d) in the event of any Default or Braach by Lesses, Lessor may proceed direclly against Lesses, any Guarantors or anyane else
respansible for the performance of Lessee's obligations under this Laass, including any assignee or sublessee, without first exhausting Lessor’s
remedies againsl any other person or entily responsible therafor to Lessor, gr any security held by Lessor.

{e) Each request for cansent to an assignment or sublelling shall be in writing, accompanied by Iformation refevant lo Lessor's
determination as to the financlal and operational responsibliity and appropriateniess of the proposed assignes or sublesseg, including but not fimiled to
the intended uss and/or requirad modification of the Premdses, if any, togather with a fee of $500 as consideralion for Lessor's considering and
processing sald request. Lessee agraes to provide Lessar with such other or additional Information andfor documentation as may be reasanably
requested. {Ses also Paragraph 36)

{f) Any assignee of, or sublessee under, this Lease shill, by reason of accepling such assignment, entering into such sublease, or
entering info possesslon of the Premises or any portion thereof, be deamed to have assumed and agreed to conform and comply with each and evary
terrn, covenant, conditton and obligation hereln to be obaerved or performed by Lessee during the lerm of sald assignment or sublease, other than such
obligations as are contrary {o or Inconsistant with provisions of an assignment or sublease to which Lessor has specifically consented fo in writing.

{g) Lessor's consent to any assignment or sublelting shall nol transfer fo the assignee or sublesses any Option granted to the
original Lessee by this Lease unless such transfer Is spacifically consented to by Lassor In writing. (See Paragraph 39.2)

12.3 Additional Terms and Conditions Applicable to Subletting. The following terms and conditions shall apply to any subletiing by
Lessee of alf arany pairt of the Premises and shall be deemed included In all subleases under this Lease whether or not expressly Incomporated thereln;

(a) Lessee hereby assigns and transfers lo Lessor all of Lessee's Interest in all Rent payable on any sublease, and Lessor may
collect such Rent and apply same toward Lessee's obligations under this Lease; provided, however, that unlil a monetary Breach shall occur in the
performance of Lessee’s obligations, Lessee may collscl sald Rent. In the event that the amount collected by Lessor exceads Lesses’s then oulstanding
ohiigations any such excess shall be refunded to Lessee, Lessar shall not, by reason of the foregoing or any assignment of such sublease, nor by
reason of tha collection of Rent, be deemed liable o the sublessee for any fallure of Lessee o perform and comply with any of Lessee's obligations o
such sublessee, Lesses hereby imevocably authorizes and directs any such sublessee, upon recelpt of a written notice from Lessor stating that a
monstary Breach exists in the performance of Lessee's obligations under this Lease, to pay to Lessor all Rent due and fo become due under the
sublease, Sublessee shall rely upon any such naotlcs from Lessor and shall pay all Rents te Lesser without any obligatlon or right to Inguire as to
whether such Breach exists, notwithstanding any clalm from Lassee to the conlrary.

(b} in-the-avent-of-a-Braach-hy-Lesgae; If this Lease tenminates, Lessor may, at its option, reguire sublessee {o attom fo Lessor, in
which event Lessor shall undertake the obligations of the sublessor under such sublease from the time of the exerclse of sald eption to the expiration of
such sublease; provided, however, Lessor shall not be flable for any prepald rents or secusity deposit pald by such sublessee to such sublessor or for
any prior Defaults or Breachaes of such sublessor.

{o) Any matter requlring the consent of the sublessor under a sublease shall also require the consent of Lessor,

{d} No sublessee shall further assign or sublet all or any part of the Premises withaut Lessor's prior written consent.

(e) Lessor shall defiver a copy of any notice of Default or Breach by Lessee to the sublessee, who shall have the right to cure the
Default of Lessee within the grace period, If any, specified In such nolice, The sublessea shall have a right of relmbursement and offset from and
agalnst Lessee for any such Defaults cured by the sublessee.

13, Default; Breach; Remedies.

13.1 Default; Breach. A "Default” is defined as a failure by the Lessee to comply with or perform any of the terms, covenants,
canditions or Rules and Regulations under this Lease. A "Breach” is defined as the occusrence of one or mare of the followlng Defaulls, and the faflure
of Lessee to cure such Default within any applicable graca period:

{2} The abandonment of the Premises; or the vacating of the Premises without providing a commerclally reasonable level of
security, or where the coverage of the property insurance described in Paragraph 8.3 Is jeopardized as a result thereof, or without providing reasonable
assurances to minlmize potentlal vandalism. .

{b) The fallure of Lesses to make any payment of Rent or any Security Depasit required to be made by Lessee hereunder, whether
to Lessor or o a third party, when due, to provide reasonable evidence of insurance or surety bond, or fo fulfili any obligation under this Lease which
endangers or threatens life or property, where such fallura continues for a period of 3 business days following written nafice to Lesses. THE
ACCEPTANCE BY LESSOR OF A PARTIAL PAYMENT OF RENT OR SECURITY DEPOSIT SHALL NOT CONSTITUTE A WAIVER OF ANY OF
LESBOR'S RIGHTS, INCLUDING LESSOR'S RIGHT TO RECOVER POSSESSION OF THE PREMISES.

{c) The fallure of Lessee lo allow Lessor andiar its agents access to the Premises subject to the limits stated In Section 32 below, or
the commisslon of waste, act or acts constituling public or private nuisance, and/or an HHegal activity on the Premises by Lessas, where such actions
continue for a period of 3 business days following written notice {o Lessea.
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{d) Either (1) the fallure by Lessce to provide an Estoppel Certificate or financlal statements in accordance with Section 16 below, or a
requested subardination In accordance with Sectlon 30 below. within ten (10) days Fallowing Lesses’s recelpt of a wiitten request from Lessor, or (If) the fallure by
Lessee to provide the following materiale within a reasonable perlod of time (not to exceed thirty (30) days) following Lesses’s recelpt of & written request from .
Lessor which ehall not be made more than onga every six (6) months dutlng the Term hereaf (except In connection with any potential financing, refinancing, or sals of
the Promises): (A) reasonabie written evidence of compliance with Appilcable Requiremente as required by Sectlon 6.5 above: (B) the senice contracts If required
pursuant to Sectlon 7.t} above; (C) any document requested under Section 42 below, or (D} any other documentation or Information reasonably required under the
terms of this Lease. The-fallure-by-Lessas-ta-provide-{i}-reasopablo-wrillon-evidense-ef-compliance-with-Applisable-Requirements,{Il)-the—service
eontricte~-{iil)-tha—resdlsclon-of-an-unauthodzed-assignment-or-subloting,-(iv}-an—Eclappel-Cerifisate—orfinanslal-slatoments— A -a-requostad
subordinalion—{vi}-ovidense-consaming-any-guaraaly-and/erGuaranior-{vi}-any-documsent-requested-undar-Raragraph-42-pvil)-matedal-safety-data
cheels-(MSDS)-ar-thk)-any-other-documentalion-ar-nformation-which-Lessormay-roasonably-requlre-of Lessee-under-tho-tlorme-of-this-Lease,-whare
anpy-cush-faliure-contirues-fora-porded-ol-10-daye-fellowing-witton-noticate-Losses:

{e) A Default by Lessee as to the terms, cavenants, conditions or provislons of this Lease, or of fhe rules adopted under Paragraph
40 hereof, other than those described in subparagraphs 13.4(a), (b), (c) or {d), above, whera such Dafault continues for a period of 30 days after written
notlce; provided, however, that if the nalure of Lessee's Defaull is such that more than 30 days are reasonably required for its cuve, then it shalt not be
deemed to be a Breach If Lesses commences such cure within said 30 day period and thereafter diligently prosscutes such cure to completian,

(f) The cccumence of any of the following events: (I} the making of any generél arrangement or assignment for the benefit of -
creditors; (I} becoming a “debtor” as defined in 11 U.S.C. §101 or any successor statute thereto (unless, In the case of a pelition filed against Lassee,
the sama Is dismissed within 60 days); (il}) the appointment of a trustee or recelver fo take possession of substantially alt of Lessee's assets located at
the Premises or of Lessee's inlerest in this Lease, where possession is not restored fo Lesses within 30 days; or {iv) the attactiment, execution or other
judicial selzure of substantially all of Lessee's assets located at the Premises or of Lessae's interest In this Lease, whara such selzure s not discharged
within 30 days; pravided, hewevar, in the event that any pravision of this subparagraph Is contrary to any applicable law, such provision shall be of no
force or effect, and not affect the validity of the remalning provisions.

(g) The discovery that any financlal statement of Lesses or of any Guarantor given lo Lessor was malenaily false.

hH#-the-porformanco-of-kosce's-obligations-under-this Leaseds-guarntsadi—{H-{he-death-of-a-Buarmnler-(ii-the-terminalion-of-a
Guarantors-llabliity-with-raspact ta-this-Lease-othar-than-ln-accardance-with-the-torme-of-such-guaranky-Hi-a-Guaranters-bocarming-incelvant-ar-the
subjest-of-a-bankaiptoy-fillng-{iv}-a-Guarsnlors-refusal-te-honor-ihe-guaranty—ar-{v)-a-Guaranlars-breach-af-lis-guaranly-ebligation-ca-an-aatisipatery
basle-and-asses's-fallure-within-60-days-foliewlng-wrilten-notice-of-aay-such-event-to-prodde-wrdtlon-altamative-aseurance-ar-sacurltywhish,-whep
eoup!sd-wﬂh—!h&{hen—exisﬂng—mseuraas-ef—kassee;—equals—ar-exseed&&a%emblnad—ﬂnaada#ﬁ&emwmwe&anw@@uamnmmmiﬂam
the-ime-ofexecution-ofthis-Leage: :

13.2 Remedias. If Lasses falls to perform any of iis matertal affirmative duties or obligations, within 10 days after written notice (or In
case of an emergency, without nofice), Lessor may, at its oplion, perform such duty or cbligation on Léssea’s behalf, Including but not limited to the
oblaining of reasonably required bands, Insurance policles, or govemmental licenses, permils or approvals, Lesses shall pay to Lessor an amount
equal to 110% 445% of the costs and expenses Incurred by Lessor in such performance upon receipt of an mvolce therefor. In the event of a Breach,
Lessor may, with or without further notice or demand, and without limiting Lessor in the exerclse of any right or remedy which Lessor may have by
reason of such Breach:

(a) Terminate Lessse's right Io possesslon of the Premises by any lawful means, In which case this Lease shall terminate and
Lessee shall immediately surrender possession to Lessor, in such event Lessor shall be entitled to recover from Lesses: (i) the unpald Rent which had
besn eamed at the time of termination; (1) the worth at the time of award of the amount by which the unpaid rent which would have been eamed after
termination untif the time of award exceeds the amount of such rental foss that the Lessee proves could have been reasonably avolded; (1) the worth at
the time of award of the amount by which the unpald rent for the balance of the tenm aflar the time of award exceeds the amount of such rental loss that
the Lessee proves could be reascnably avoided; and (iv) any other amount necessary to compensate Lessor for all the deiriment proximately caused by
the Lessee's fallure to perform its obligations under this Lease or which In the ordinary. course of Hilngs would be Tikely to result therefrom, including but
not fimited to the cost of recovering possessian of the Premises, expenses of telatting, including necessary renovation and alteration of the Premises,
reasonable stlomeys’ fees, and that portion of any leasing commission pald by' Lassor in connection with this Lease applicable ta the unexpired term of
this Lease. The worth at the ime of award of the amount referred to In provision () of the Immedlately praceding sentence shall be computed by
discounting such amount at the discount rate of the Federal Reserve Bank of the District within which the Pramises are located at the time of award plus
one percent. Efforts by Lessor {o miligate damages caused by Lessee's Breach of this Lease shall not walve Lessor's right lo recaver damages under
Paragraph 12, if termination of this Lease Is obtained through the pravisional remedy of unlawful detainer, Lessor shall have tha right to racover in such
praceeding any unpald Rent and damages as are recoverable thereln, or Lessor may reserve the right to recover all or any part thereof in a separate
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suit. If a nofice and grace pericd required under Paragrapﬁ 13.1 was not previously given, a notice to pay rent or quit, or to perform or quit given to
L.essee under the unlawful detainer statite shall also constitute the nofice required by Paragraph 13.1. in such case, the applicable grace period
required by Paragraph 13.1 and the unlawful detalner statute shall run concumrently, and the fallure of Lessee to cure the Default within the greater of
the two such grace periods shall constitute both an uniawﬁ.;l detainer and a Breach of this Lease eniiliing Lessor o the remedies provided for in this
Lease and/or by sald statute. )

{b} Continue the Leass and Lassee's right to possesslon and recover the Rent as it becomes due, in which event Lessee may
sublet or assign, subject only to reasonable fimiations, Acts of maintenancs, efforts to relat, and/or the appointment of a receiver lo protect the Lessor's
interests, shall ol constitute a termination of the Lessae's right to possession.

{c} Pursue any other remedy now or hereafter avallable under the laws or judicial declsions of the slate wherein the Premises are
located. The explration or termination of this Leese andfor the farmination of Lessee's right to possesslon shall not relieve Lessee from llabllity under
any indemnity provisions of this Lease as lo malters occurring or accruing during the term hereof or by reasan of Lesses's occupancy of the Premises.

133 inducement Recapture. Any agreement for free or sbatad rent or other charges, or far the giving or paying by Lessor to ar for
Lessee of any cash or other bonus, inducement or consideration far Lessee's entering Into this Lease, all of which concessions are hereinafier referred
to as "tnducement Provistons,” shall be deemed conditioned upon Lessee’s lull and faithful perfarmance of all of the temms, covenants and conditions
of this Lease. Upan Breach of this Lease by Lessee, any such Inducement Provision shall automatically be deemad deleted from this Lease and of no
further force or effect, and any rent, other charge, bonus, Inducemant or consideration therelofore abaled, given or pald by Lessor under such an
Indugement Provision shall be immediately due and paysble by Lessee to Lessor, notwiihstanding any subsequent cure of seid Breach by Lessee. The
acreplance by Lessor of rent or the cure of the Breach which initlated the operation of this paragraph shali not be desmed a walver by Lessor of the
provisions of this paragraph unless spacifically so stated in writing by Lessor at the time of such acceplance.

134 Late Charges. Lesses hersby acknowledges that late payment by Lessee of Rent will cause Lessor to incur costs not
contemplated by this Lease, the exact amount of which will ba exiremely difficult to ascertain. Such casts include, but are nol imited to, procassing and
accounting charges, and late charges which may be imposed upon Lessor by any Lender. Accordingly, If any Rent shall not be recsived by Lessor
within § days after such amount shall ba due, then, without any requirement for notjce to Lessee, Lessea shall iInmediately pay to Lassor a one-time
late charge equal to 3% 10% of cach such overdus amount or $100, whichever Is greater. The Pastles heraby agree that such Jate charge represents a
fair and reasonable estimate of the cosis Lessor will incur by reason of such late payment. Acceplance of such late charge by Lessor shall in no avent
consfitute a waiver of Lessee's Default or Breach with respact to such overdua amount, nar prevent the exercise of any of the other rights and remedies
grantad hareunder. In the event that & lete charge Is payabla heraunder, whelher or not collected, for 3 consecutive instaliments of Base Rent, then
notwithstanding any provision of this Lease to the contrary, Base Rent shall, at Lessor's option, become dua and payable quarterly In advance.

13.5 Interest. Any monelary payment due Lessor hereunder, ather than lale charges, not recelved by Lessor, when due as to scheduled
payments (such as Base Rent) or within 30 days following the data on which it was due for non-scheduled payment, shall bear interest from the date
when due, as to scheduled payments, or the 31st day after R was due as {o non-scheduled payments. The interest ("interest") charged shall be
computed at the rate of 10% per annum hut shall not exceed the maximum rale allowed by law. Interast is payable in addition to the potential late
charge provided for In Paragraph 13.4.

138 Breach by Lessor. )

(a) Notlce of Breach. Lessor shall not be deemed in breach of this Lease unless Lessor falis within a reasonable time te perform
an obilgation required to be performed by Lessor, For purposes of fhis Paragraph, a reasonable time shall in ne event be less than 30 days afier recelpt
by Lessor, and any Lender whose name and address shall have been fumished Lessea In wiiting for such purpose, of wrltlen notice specifying wherein
such oﬁllganon of Lessor has not baen performed; provided, however, that if the nafure of Lessor's obligatlon is such that more than 30 days are
reasonably required for Its parformance, then Lessor shall not be in breach If performance is commenced within such 30 day perdod and thereafter
diligently pursued to complation.

' {b) Performance by Lessee on Behalf of Lessor. In the event that nelther L.essor nor Lender cures sald breach within 30 days
after receipt of said notice, or If having commenced sald cure they do not diligently pursue it to completion, then Lessee may elect fo cure sald breach at
Lessee's expense and offset from Rent the actual and reasonable cost lo perform such cure, provided, however, that such offset shall not exceed an
amount equal to the greater of one monih's Base Rent or ihe Security Depaosit, reserving Lessee's right to seek reimbursement from Lessor for any such
-expensa in excess of such offiset. Lessee shall document the cost of sald cure and supply sald documentation to Lessor. Notwithstanding the
foregolng, Lessee reserves all rights and remecles at iaw or in equlty, and the offset of Rent shalt not be Lessee’s exclusive remedy.

14, Condemnation. If the Pramises or any parfion thersof are taken under the power of eminent domain or sold under the threat of the exercise
of sald power (coltactively “"Condemnation™), this Lease shall lerminale as to the part taken as of the date the condemning authodly lakes tille or

possesslon, whichever first occurs. If more than 10% of the Bullding, or more than 10% 25% of that portton of the Premises not occupied by any bullding,
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is taken by Condemnation, Lessea may, at Lessee's option, fo be exercised In writing within 10 days after Lassor shall have given Lesses writlen nofice
of such laking (or in the absence of such nolice, within 10 days after the candemning authority shall have taken possesston) terminate this Lease as of
the dale the condemning authority takes such possession. if Lessee does not terminate this Lease In accordance with the foregoing, this Leass shall
remain In full force and effect as to the partion of the Premises remaining. except that the Base Rent shall be reduced in proporiion to the reduction in
utility of the Premises caused by such Condemnation. Condemnation awards andfor payments shalt be the property of Lessor, whelher such award
shall ba made as compensation for diminution In valus of the teasehold, the value of the part taken, or for severance damages; provided, hawavar, that
Lessee shall he entitled to any compensation paid by the condemnar for Lessee's relocation expensas, loss of business goadwill ancifor Trade Fixtures,
without regard to whether or not this Lease s terminaled pursuant to the provislons of this Paragraph. Al Alterations and Ulllity Installations made to
the Pramises by Lesses, for purposes of Condemnation only, shall be considered the properly of the Lessee and Lasses shall be entitled to any and all
compensalion which Is payable therefor. In the event that this Lease Is not terminated by reason of tha Condemnation, Lessor shall repair any damage
fo the Premises caused by such Condemnation,
18, Brokerage-Faos.
— 3Gt ——Additional-Commission—f-a-soparato-brakerage-fos-agreemeant-ls-attachad-thann-addiion-to-the-payments-owed-pursuant-te
Raragraph-1.0-ahove-and-weless-Lessor-and-the-Brokom-ntharwice-agreo-in-wriling-Lascor-agrees-that—{a}-i-Lessas-oxercisas-any-Oplion-fh)-if
Lassea-aranyone-affilated-with-Lasesa-acquiras-any-tights-to-the-Rramices-or-olher-promises-owned-by-Lasser and-locatod-within-the-same-PrajactH
ary-withinowhich-the-Promises fe-lecated-(o)E-banses-ramalneIa-possastion-of-the-Rramises—with-the-concent-of-Lossar-afiar tho-expiration-of-this
Leaser-or-{d}--Bace-Rent-Is-insreased-whether-by-agroement-or-operation-of-an-ascalatien-clause-hereln-ther—kesser-shall-pay-Brokers-a-fes-in
aseapdance-with-the-sehedula-aliachad-lo-such-brakerage-fes-agraament:
M%WMMngmw%mwwanMemmmummm
ebligatien-hereundar—Brokers-shall-bo-third-party-boreficlades-ofthe-provislons-aFParsgrphs-1.0,-15,-22-ard-31--Lesserfalle-to-pay-le-Brokars-any
amounts-dus-at-and-for-brokerage-fees-paralning-te-this-boase-when-due;-thar-sush-amounts-chall-assrue-tnerast—la-additien-if-L-esear-falls-to-pay
awgaua&s—te—&assae%&akar—%en~due&ems%@mhmamﬂ%mt%%mwaﬂemwmwmn%mmﬂﬂwm
amounis-within-10-days-aftor-sald-netice,-Lossos-shall-pay-cald-monlas-ta-its-Broker-and-offset-cuch-amounis-agalnst-Rent—n-addilon.—Lessee's
Brakershall-be doamad-to-ba-a-third-party benoficiany-of ary-cammicsion-agraemant antaradJnto-by-andler betwean-Lesser and-Lossors Brakaror-the
Hmked-pwae&o—af-aeﬂeeungany-bmkarage-fae-ewade

Rop : hips—tassaa-and-Lassor-aach-rapresent-and-warant-to-the-other-that
mmummmmmmmmmmmmmmmm&mmm%ﬁmma
aamad-Bmke;s-is—anl%ﬂed—te-aﬂy-aemmtss!an-er—-ﬁnde#s—iaa—in-aeanesﬂen—hemwm—Lema—and-l:esse;-dmaeh—heﬁaby-agm@adamatﬁ;;—pne&as&
dafend-anrd-hold-the-olther-harmlessfrom-and-agalnstliabliibefor-componsation-or-sharges-which-may bo-clalmed-byany-sueh-unnamad-broker-findar-or
cther-similac-pary-by-roasen-of-any-dealings-or-acions-of-the-lndemnliying-BartyIncluding-any-cosis-enpensecatlameys' fess-reasonably-lnsurod
with-recpecthersie:
16. Estoppel Gertificates,

{a) Each Party {as "Responding Pasty") shall within 10 days after wrilten notice from the other Parly (the "Requesting Party")

execute, acknowledge and deliver to the Requesting Parly a statement in writing in form similar to the then most cuent "Estoppel Certificate” form
published by the AIR Commercial Real Eslate Assoclation, plus such addiffionat information, confirmation and/or statements as may be reasonably
requested by the Requesting Party, :

(b} If the Responding Parly shall fall lo execute or deliver the Estoppel Cerlificate within such 10 day period, the Requesting Party
may execute an Estoppe! Certificate stating that: (i} the Lease [s tn full force and effect withoul modification except as may be represented by the
Requesling Parly, (If) thers are no uncured defaults In the Requesting Parly’s performance, and (lil} if Lessor Is the Regquesting Party, not more than one
month's rent has been paid In advance. Prospective purchasers and encumbrancers may rely upon the Requesting Party’s Eslopps! Certificate, and the

Rasponding Party shall be estopped from denying the truth of the facts contained in sald Cerlificate, _
{c) If Lessor deslres to finance, refinance, or sell the Premises, or any part thereof, Lessee and all Guarantors shall within 10 days

after written notice from Lessor deliver to any potential lender or purchaser designated by Lessor such financial stalements as may be reasonably
‘required by such lender or purchaser, Including but not fimited lo Lessee’s financlal statements for the past 3 years. All such financiai statements shail
he receivad by Lassor and such lendar or purchassr in confidence and shall be used only for the purposas herein set forth.

17. . Definition of Lessor. The lemn "Lassor” as used herain shall mean the owner or owners at the time In question of tha fea tile to the
Premises, or, If this is a subleass, of the Lassed's Inlerest in the prior lease. In the event of a transfer of Lessor's title or Interest in the Premises or this

Lease, Lessor shall deliver to-the transferas or assignee {in cash or by credit), with written notlce to Leseso, any unused Securlly Deposit held by Lessor,
Upon such transfer or assignment and detivery of the Security Deposit, as aforesaid, the prior Lessor shall be relleved of all iabllity with respect to the
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obligations and/or covenants under this Lease thereafter to ba performed by the Lessor. Subject to the foregolng, the obllga'ﬁoqs andfor covenants in
this Lease to be performed by the Lessor shalt be binding only upan the Lessor as hereinabove defined.

18. Saverability. The invalidity of any provision of this Lease, as determined by a court of compelent jurisdiction, shall in no way affect the
validity of any other provision heseof., :

19, Days. Unless otherwise specifically indicated to the contrary, the word “days" as used in this Lease shall mean and refer to calendar days.
20. Limitation on Liabillty. The obligations of Lessor under this Lease shall not constilute personal cbligations of Lessor or fis partners,

members, diractors, officars or shareholders, and Lessee shall faok to the Pramises, and to no ather assets of Lessor, for the safisfaction of any lisbillty
of Lassor with respect to this Lease, and shalf not seek recourse against Lessor’s partners, members, directors, officers or shareholders, or any of their

personal assels for such satisfaction.

21. Time of Essence. Time Is of the assence with respect to the performance of all obligations to be performed or observed by the Parlies under
this Lease,

22, No Prior or Other Agraeements;-Broker-Diselaimar. This Lease contains all agreements between the Parlies with respact to any matter
mentioned hereln, and no other prior or contemporaneous agresment or understanding shall be effective—kessor-and-Lossas—bach-reprosenis-and
warrante-ta-the-Brokers-that-lt-has-made-and-lo-ralylng-solely-upan—ie-ownlrvastigation-ac-ta-the-Raturer-quality-sharacter-and-financial-respensibilily
eftha-athor-Pary-to-this-kease-and-as-la-tho-use-nature-qualily-and-charaster-of iho-RPromices—Brokers-have-no-respensibllity-with-raspect therato-or
with-recpestio-any-default-or-braash-heraofby-olthar-Bary.

23. Notices.

23.1 Notice Requirements. Al nofices required or permitted by this Lease or applicable law shall be in wiiting and may be defivered In
persan (by hand or by courler) or may be sent by regular, cerlified or registared mall or U.S. Pestal Service Express Mall, with pestage prepald, or by
- facsimile transmisslon, and shall be deemed sufficlently given If served in a manner specified in this Paregraph 23, The addresses noted adjacent to a
Party's signature on this Lease shall be that Parly's address for delivery or mailing of nofices. Elther Parly may by written notice to the other specify a
different address for notice, except that upon Lessee's laking possession of the Premises, the Premises shall constitute Lessee’s address for notice. A
copy of all notices to Lessor shall be concurrently transmitted to such parly or pariies at such addresses as Lessor may from time ta time hereafter
designate in writing.
23.2 Date of Notice. Any nolice sent by reglstered or cerlified mall, retum receipt requested, shall be desmed given on the date of

delivery shown on the recelpt card, or if no delivery date Is shown, the postmark thereon. !f sent by regular mait the notica shall be deamed given 72
hours after the same Is addrassed as raguired heraln and malied with postage prepald. Notices delivered by United States Express Mail or ovesnight
courier that guaraniaes next day delivery shall be deemed given 24 haurs after dellvery of tha sama to the Postal Service or courfer, Notices transmitted
by faesimile transmission or simllar means shall be deemed delivared upon telephone confirmation of recelpt {confirmation report from fax machine Is
sufficlent), provided a copy is also delivered via delivery or mall. If notice is recelved on a Saturday, Sunday or legal holiday, it shali be desmed
received on the next business day.

24. Waivars.

(a) No walver by Lessor of the Default or Breach of any term, covenant or condition hereof by Lessee, shall be deemad a
walver of any other term, covenant or condifion hereof, or of any subsequent Default or Breach by Lessee of the same or of any other term, covenant or
condition hereof, Lessor's consent to, or appraval of, any act shall not be deemed to render unnecessary the ablaining of Lessor's consent to, or
approval of, any subsequent or simliar act by Lesses, or be canstrued as the basis of an astoppel to enforce the provision or provisions of this Lease

" requiring such consent. .
[(9)] The acceptance of Rent by Lessor shall not be a waiver of any Default or Breach by Lessee, Any payment by Lessee
may be accepted by Lessor on account of monsys or damages due Lessor, nolwithstanding any qualifying statements or conditions made by Lessee in
connection therewith, which such statements and/or condltions shall be of no force ar effect whatsoever uniess spedifically agreed i in writing by Lessar
at or before the time of depostt of such payment.

(c) THE PARTIES AGREE THAT THE TERMS OF THIS LEASE SHALL GOVERN WITH REGARD TO ALL MATTERS
RELATED THERETO AND HEREBY WAIVE THE PROVISIONS OF ANY PRESENT OR FUTURE STATUTE TO THE EXTENT THAT SUCH
STATUTE IS INCONSISTENT WITH THIS LEASE,
25, Disclosures-Ragarding Tha-Nature-of-a-Real Ectate-Agoncy Rolationship,
e AN BB RO R G HRG-RtO-a-discuBslon-with-a-real-astate-agentragarding-a-real-sstate-lransaciion—a-Lasser-ar-t-ascee-cheuld
from-the-outsat-understand-what-lype-of-agency-relationship-os-roprosentation-it-has-with-the-agent-ar-agents-in-the-fransastien—Lessor-and-Lassoe

acknowiadge-belng-advised-by-the-Brokers-In-this-transaction,-as-follows:

£ Lessords-Agent—A-Lassors-agent-undar-a-lisling-agreement-with-the-Lesser-asis-as{he-agant-for-the-Lasser
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emwngmmwmmmmwwmumammmmm
leyaity-in-dealings—with-the-Le BE pean--a-Diiigent-exerslse-ef+easonable-ckills-and-care-in-porornance-o--the-agonts
wmmmmmmmmmmwmmwwrmw
efthe-proporty-thature-ratknown-torarwithin-the-diligent-alianlion-and-abeeration-af-the-Rariss—an-agent-le-not-obilgated-le-raveal-lo-olther-Rary
mmmmmtmwwmemm

4 memmmmWMMMmamﬂm
&mmmmmmmmmmmmemmmm@m
acling-orly-for-a-Lessea-has-the-fallewing-affimmative-obligations—Ta-tha-Lessesi--A-flduslary-duty-of-utmast-care-lrlegrty-horestk—and-leyaliy-in
deallngs-with-the-Lesses—Ta-the Leceen-and-the-Losser—a. Diligent exerclee o raasonable-skills-and-cara-In-parfarnanice-of-the-agonts-duties—b-A
duty-of-honast-and-fale-doaling-and-good-falthr—ceA-duly-ta-dlsclors-all-faots-krowa-to-tha-agent.matedaliy-affecting-the-value-er-desiabiliy-of-the
propertythat-ars-not-known-io,-as-within-the-diligant-attention-and-obeervatisn-of-the-Paries—Ar-agont-ds-notabligatod-to-roveal-to-aither-Rary-any
canfidentiabinformation-oblained-from-tha-other-Rarywhich-dess-natlnvelvetho-afirmalive-dulles-cat-larth-above,

fit} Agent-Reprecenting Both-Lessorand-Lassaa—A-raal-aciaie-agant-oliher-acling diractly-or theaugh-ona-ormors
assoslate-licanses—sandogally-bo-tha-agont-af-holh-the-Lassorand-the-Lescee-in-a-transaction-but-only-with-the-krowlodge-and-censant-of-bath-the
Lasear-and-the-Lossee~-ln-a-dual-ageney-eituationthe-agenthas-the-follewing-affirmative-obligations-to-beth-the-Lascor-and-the-Lasses:-o-A-fidusiant
duty-ef-uimost-cara-integrity-honesty-and-loyaltyln-the-dealinge-with-alther-Lossor-or-the-Losses—b-Other-dulies-to-the-Lessor-and-the-Lesses-as
statad-above-In-cubparagraphs-{i)-or-{il}—ta-roprosonting-both-Lossar-and-Lessae,the-agent-may-Aet without the-axprese-permisclon-of-the-rospactive
Party-discloso-to-tho-alhar Party-that-the-Lessor-will-acespt-rent n-an-ameuntiess-than-thatindisatednthe-Ysting-arthat- the- Lesses-de-willlngto-pay-a
Glghsr-rent-than-that-effered~The-above-duties-of-the-ageat-in-a-real-astate-ransastion-de-net-relleve-a-Lessar-or-kessse-from-the-raspeneibilite-e
protect-thelrewn-intoreclet-assor-and-Lascee-should-carefully-read-all-agresmenis-lo-assure-that-they-adaquately-engress-thel-undersianding-oE-the
transaction—A-Foat-aciaio-agentls-a-percon-qualified-to-advisa-about-real-aslate—lf legator fax-advice-ls-dacled - consulta-competont-profosslonal:
' —) 8rokers-have-ra-recponsiblity-with-respect-lo-any-default-er-braash-hereot-by-olther-Rary.—Fhe-Rarles-agrae-that-no
fawsult-or-other-logal pracaading-invahing-any-braach-sf-duty-erar-ar-omisslon-relating-to-this-kease-may-be-brought-agalnet-Broker-mere-thar-ane
Wmmmnmambmwm&ammmwﬁWMemmmmwmmmg
praceading-chall-rot-axcand-tho-foe-racslved-by-such-Braker-pursiant-io-this-l.easer-provided--hawever-that-the-feregelng-limitation-on-each-Brokers
{labllity-shall-not-bo-applicable4o-any-grass-negliganse-crwilliul-miccanduct-af such-Brakar:

{c} Lassor-and-L-essae-agree-io-ldantify-lo-Brakerms-as-"Confidental-any-communication-orinformation-given-Brokersthatis
consldared-by-such-RPary-to-be-confidential
28, No.Right To Haldaver. Lessee has no righl to retain possession of the Premises or any part thereof beyond the expiration or termination of

this Lease. In the event that Lessee halds ovar, then the Base Rent shall be Increased to 160% of the Base Rent applicable immadiately preceding the
expiration or temmination, Nothing confalned hereln shall be constyued as consent by Lessor fo any holding over by Lesses. kessae-chall-nst-be
resparslbla-for-lost-profits-ar-punitive-ar-cenesquential-damages-underthis-Leasa.  In the event Lessee becomes a holdover tenant following any
termination of this Leasa prior to the expiration of the Original Tarm, Lessae lesssa-shall not be responsible for lost profits or punitive damages suffered
by Lessor. Lessee lessse shall be responsible for lost profits in the event it holds over after the expiration of the Original Term. in all cases, Lessee
shall be fiabile for damages pursuant to Saction 1851 et seq. of the California Civil Code.
27. Cumulative Remedies. No remady or eleclion hereunder shall be deemed exclusive bul shall, wherever possible, be cumulative with all
other remedies at law or In equity.
28. Covenants and Conditions; Construction of Agreement. Aff provisions of fhis Lease lo be abserved or performed by Lesses are bath
covenanis and condillons. In construing this Lease, all headings and tiliss are for the convenlence of the Parlles anly and shall ‘nat be considered a
part of this Lease. Whanaever raquired by the context, the singutar shall Inciude the plural and vice versa. This Lease shall not be construed as i
prepared by one of the Parties, but rather according to its falr meaning as a whaie, as if both Parties had prepared It.
29, Binding Effact; Choice of Law. This Lease shall be binding upon the Parlies, thelr persona! representatives, successors and assigns and
be govemed by the laws of the State in which the Premises are located. Any litigation belween the Parlies herelo cancerning this Leasa shall bs
iniiated in the county In which the Premises are locatad.
3o, Subordination; Attornment; Non-Disturbance,

30.1 Subordination. This Lease and any Oplion granted heraby shall ha subjact and subordinate to any ground leasa, morigage, desd
of trust, or other hypothecation or securily device {callectively, “Sacurity Device™), now or hereafter placed upon the Premises, to any and all advances
made on the sscwily thereof, and to all renewals, modifications, and extensions thereof but only if Lender or the holder of such Security Device agrees

In writing for the benafit of Lessee (o the requirements of Paragraph Sestion-30.3 below. Lessee agrees that the holders of any such Security Devices
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{in this Leass together referred o as "Lender") shali have no Hability or obligation to perform any of the obligations of Lessor under this Lease. Any
Lender may elect to have this Lease and/or any Oplion granted hereby superior to the llen of lts Security Device by giving written notics thereof to
Lessee, whereupon this Lease and such Options shall be deemed prior o such Security Device, notwithstanding the refative dates of the documentation
or recordalion thereof,

30.2 Attornment. in the event that Lessor transfers fitla fo the Premises, or the Premises are acquired by another upon the foreclosure
or termination of a Sacurity Devise to which this Lease Is subardinaled (1) Lesses shall, subject to the non-disturbance provisions of Paragraph 30.3,
attom to such new gwner, and upon request, enter Into a new lease, containing all of the terms and provisions of this Lease, with such new owner for
the remainder of the term hareof, or, at the election of the new awner, this Lease will automatically become a new lease between Lessee and such new
owner, and (Il) Lessor shall thereafter he reliaved of any further abligations hereunder and such new owner shall assume all of Lessor's cbfigations,
except that such new owner shall not: {a) be llable for any act or omisslon of iy prior lessor ar with respect fo events oceurring prior to acquisition of

ownership; {b) be subject to any offsels or defenses which Lessee might have agalnst any prior lessor, or (c) be bound by prepayment of more than cne
month's rent-ar{d)-belisble-for-tho-rotum-of-any-eecuriy deposit-paid-lo-any-preclesserwhich-was-Rotpald-ar-sradited-lo-such-rRow—owner:
0.3 Non-Disturbance. WIith respect to Sacurlty Devices entered Into by Lessor after the exsculion of this Lease, Lessee's

subordination of this Lease shali be subject ta recelving a commerclally reasonable nen-disturbance agreement (a "Non-Disturbance Agreement”)
from the Lender which Non-Disturbance Agreement provides that Lessee’s possession of the Premises, and this Lease, including any options to extend
the term hereof, will not be disturbed so long as Lessee is not in Breach hereof and afloms lo the record owner of the Premises. Further, within 60 days
after the execution of this Lease, Lessor shall, If requestad by Lessee, use its commerclally reasonable efferis to eblaln @ Non-Disturbance Agreement
from the holdar of any pre-existing Security Device which Is Secured by the Premises. In the event that Lessor is unable to provide the Non-Disturbance
Agreement wilhin sald 60 days, then Lessee may, ot Lessae's oplion, directly contact Lender and attempt to negotiate for the execution and delivery of
a Non-Disturbance Agreament.

30.4 Self-Executing. The agreements contained In this Paragraph 30 shali be effective without the execution of any further documents;
provided, however, that, upon written request from Lessor or a Lender In cannection with a sale, financing or refinancing of the Premises, Lessee and
Lessor shall exacule such further wrilings as may be reasanably required to separately document any subordination, attornment andfor Non-Disturbance
Agresmeat provided for herein. :
3t. Attorneys' Feas, [f any Party or Broker brings an aclion or procesding Invalving the Pramises whether founded In towt, contract or equity, or
to declare rights hareunder, the Prevailing Party (as hereafter defined) In any such praceeding, action, or appeal thereon, shall be entilled to reasonable
attomeys' fees, Such fees may be awarded In the same sult or racovered in a separate suit, whether or ot such action or proceeding is pursued fo
decision or judgment, The tem, “Prevailing Party" shall include, without imitation, & Parly or Broker who substantially obtains or defeals the refief
sought, as the case may be, whether by compromise, sefifemant, judgment, or the abandonment by the other Parly or Broker of its claim or defense.
The atlomeys' fees award shall not be computed in accordance with any court fas schedule, but shalt be such as to fully relmbursa ail attorneys' fees
reasonably Incurred. In addition, Lessar shall be entitled to atiomeys' fees, costs and expénses incurred In the preparation and service of notices of
Default and consultations In connection therewith, whather or not a legat action is subsequently commenced In conneciion with such Default or resulting
Breach ($200 Is a reasonable minlmum per accurrence for such services and cansuliation). '

32, Lessor's Access; Showing Premises; Repairs. Lessor and Lessor's agents shall have the right to enter the Premises at any time, In the

cage of an emergency, and otherwise at raasonable times after at lzast forty-clght (48) hours prior written natice (or, In connection with Lessor'e access for
purposes of conducting ite remediation of Hazardous Substances pursuant to the Purchase Agreement, such shorter rotlce as may be reasonable under the

clrcumetances) reasenable-pder nafice for the purpase of showing the same to prospective purchasers, landers, or tenants, and making such alterations,
repalrs, improvements or addiffons to the Premises as Lessor may deem necessary or desirable and the erecting, uslng and malntaining of utilities,
services, pipes and condulls through the Premises andfor other premlises as long as there Is no material adverse effect ta Lessee's use of the Premises.
All such activitles shall be without abatement of rent or Habllity to Lessee. Lessor acknowledges that Leesee 1o subject to cortaln federal and state
confidentldiity and security requirements which prohibit Lessee from permitting accese to certaln portlons of the Premises to peraons who do not possess adequate
seourlty clsarances. Accordingly, notwithstanding anything to the contrary In this Lesse, whenever Lessor Is provided the right to have access to the Premiocs
pureuant ta the terme of thia Lease, such right of accese shall aut Include accese to those indoor portions of the Premises designated by Leeses aa being restricted

to peraons with adequate eecurity clearances.

3a. Auctions. Lessee shall no! conduct, nor permit fo be conducted, any auclion upon the Premises without Lessor's prior written cansent.
Lessor shall not be abligated to exerclse any standard of reasonableness in determining whether to permit an auction,
34. Signa. Lessor may place on the Premises ordinary “For Sale" signs at any time and ordinary "For Lease® signs during the last 6 months of

the term hereof. Except for ordinary “for sublease” signs, Lessee shall not place any sign upon the Premises without Lessor's prior written consent, All
slgns must comply with all Applicable Requirements.

35. Termination; Merger. Unless specifically stated atherwlse In writing by Lessor, the voluntary or other surrender of this Lease by Lassee, the
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mutual termination ar cancellation heraof, or a termination hereof by Lessor for Breach by Lessee, shall automatically terminate any sublaease or lesser
esiate in the Premisas; provided, howaver, that Lessor may elect to continua any one or all existing subtenancies. Lessor's failure within 10 days
following any such event to elect to the contrary by written nofice lo the holder of any such lesser Intarast, shall canstifute Lessor’s election to have such
event constitute the termination of such Interest. ’

36, Consents. Excapt as otherwlse provided hereln, wherever in this Lease he consent of a Party is required to an act by ar far the other Party,
such consent shall not be unreasaonahly withheld or delayed. Lessors actual reasonsble costs and expenses {Including but not lfimited 10 architects’,
attorneys’, engineers' and other consultants’ fees) incurred In the consideration of, ar response to, a request by Lessee for sny Lessor consent, Including
but not limited to consents to an asslgnment, a subletting or the prasence or use of 3 Hazardous Substance, shall be pald by Lessee upon receipt of an

invoice and supporting documentation therefor (excopt Lessor shall not be entitled to more than $2,000 for each request for cansent to a sublease or
ssolgnment). Lessors consent to any act, assignment or subleliing shall not constitule an acknowledgmant that no Default or Breach by Lessee of this
Lease exists, nor shall such consent be deemed & walver of any then existing Default or Breach, except as may be otherwise specifically stated in

writing by Lessor at the llme of such consent. The failure to specify herein any particidar condilion to Lessor’s consent shall not precluds the imposition
by Lessor at the time of consent of such further or other condifions as are then reasonable with reference to the particular matter for which consent Is
being given. in the event that elther Farty disagrees with any determination made by tha other hersunder and reasonably requests the reasons for such
determination, the determining party shall furnish its reasons in wriling and in reasonable detall within 10 business days following such request.

37. Guarantos

e S ——Eixacutlon—Fho-Guarantorsrif-any-chall-each-axacute-a-guaranty-in-ho-form-mest-recently-published-by-the-AHR-Commerslal-Real
Estate-Associalion;-and-sach-such-Guarantorchall-have-the-same-obligalions-as-Leesee-undorthis Loace: '
e G 2B a0 -shal-coRSio-a-Dofauit-of-the-Lasssa--ary-Guaranior-falls-orrefuses-uponr-requost-lo-provida:—{a}-avidance-af-the
exacuiion-af-the-guaranty-including-the-autherity-of-the-pariy-signing-on-Guaranters-behalf-ta-abligate-Guaranior-and-in-tie-cass-of-a-somorio
Guaranter—a-corifiod-copy-of-a-reseluion-of-lis-board-of dirociers-autherizlng-the-making-of-sush-guaranty ~{b)-curant-inanclal-slatamants-{c)}-am
Estoppel-Corlificate or{d)}witten confirnation-that-the-guarantye-eliilin-affect: '

38. Quiet Possassion. Subject to payment by Lesses of the Rent and performance of alf of the covenants, conditions and provisions on
Lessee's part to be observed and performed under this Lease, Lessee shall have qulet possession and guiet enjoyment of the Premises during the term

heraof.
39. Opfions. If Lessee is granted an Oplion, as defined below, then the following provisions shall apply:

39.1 Definition. "Option” shall mean: (a) the right to extend or redizce the tarm of or renew this Lease or 1o extend or reduce the term
of or renaw any lease that Lessee has an other property of Lessor; (b} the right of fitst refusal or first offer to lease elther the Premises or other property
of Lessor; (c) the right to purchass, the right of first offer to purchase or the right of first refusal {o purchase the Premises or other properly of Lessor.

39.2 Options Personal To Original Lessea. Any Option granted to Lessee in this Lease Is personal lo the original Lessee, and cannot
be assignad or exercised by anyana other than sald original Lessea and only while the original Lessee Is In full possesslon of the Premises and, if
requested by Lessor, with Lesses cerifying that Lessee has no intention of thereafter assigning or subletting.

383 Multiple Options. In the event that Lessee has any muliple Options to extend or renew this Lease, a later Option cannot bs
exarcised unless the prior Options hava been validly exercised.

39.4 Efiect of Default on Options.
(m) Lessee shall have no right to exercise an Oplion: {f) during the perod commencing with the giving of any notice of Default and

continuing until sald Default Is cured, {11} during the period of time any Rent Is unpaid {without regard to whather notice thereof Is given Lesses), (ffi)
during the time Lessee Is In Breach of this Lease, or (iv) In the event that Lesses has been given 3 or more nolises of separate Default, whether or not
the Defaulls are curad, during the 12 manth period Immediatély preceding the exercise of the Option,

(b) Thae period of #mea within which an Option may be exercised shall not be extended or enlarged by reason of Lessee's inabliity to
exercise an Oplion because of the provisions of Paragraph 39.4(a).

{c) An Opttan shall terminate and be af no further force or effect, natwithstanding Lessee’s due and limely exercise of the Optlon, if,
after such exercise and prior to the commencement of the extended term or completion of the purchase, {i) Lessee falls to pay Rent for a perlod of 30
days after such Rent becomes due {without any necessity of Lessor to give notlce thereof), or () if Lessee commits a Breach of this Lease.
4&«——Mu¥§p!o—8uildings-—4f—!heﬂeWWMUIldmmmmmmwg@eMbmm%m%
all-vaasenable-rulos-and-rogulations-which-Lossor-may-make-fram-imea-to-ime-forthe-management-safatyr-and-care-of-sald-properiesncluding-the
sara-and-sloanliness-af-the-grounds-and-including-the-parking.-loading-ard-unlaading-ef-vehlclas—and{a-cause-lic-omployees—suppliars~shippers,
customers-coniracters-and-Invitossto-se-abldo-and-conform—l-assae-alca-agreas-lo-pay-lte-faleshare-ol-cormonr-oxpanses-ineuradln-connection-with
such-rulas-andragulations:

L3
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41, Security Measures. Lessas hershy acknowledges that the Rent payable to Lessar heraunder daes not include the cost of guard service or
other security measuras, and that Lessor shall have no obligation whalsoever lo provide same. Lesses assumes all responsibllity for the protection of
the Premises, Lesses, its agents and invilees and thelr propeny from the acts of third pariies.

42, Reservations. Lassor reserves to itself the right, from time to time, to grant, withaut the consent or Joinder of Lessee, such easements, rights
and dedications that Lessor deems naecessary, and to cause the recordation of parcal maps and restictions, so long as such easements, rights,
dedlcations, maps and restrictions do not unreasonably interfere with the use of the Premises by Lessee. Lessee agrees fo sign any documents
raasonably requested by Lessor lo effectuate any such easement rights, dedication, map or restrictions.

43. Performance Under Protest. lf‘at any time a dispute shall arise as to any amount or sum of money to be pald by one Party lo the other
under the provisions hereof, the Party against whom the obligation to pay the money Is asseriad shall have the right to make payment "under protest’
and such payment shall not be regarded as a voluntary payment and thers shall survive the right on the part of sald Party te institute sult for recovery of
such sum. If It shall be adjudged that there was no legal obligation on the part of safd Parly lo pay such sum or any part thereof, sald Party shall be
entitied to recover such sum or o much thereof as it was not legally required lo pay. A Party who does not Initiate sult for the recovery of sums pald
‘under protest" with 8 months shall be deemed to have walved its right {o protest such payment.

44, Authority; Muitipie Parties; Execution,
{a) If dlther Parly hersto ls a corporation, trust, limited flabllity company, parinership, or similar enfity, sach individual

executing this Lease on behalf of such entity represents and warrants that he or she Is duly authorlzed to exacute and deliver this Lease on lts behalf,

Each Party shall, within 30 days after raquest, deliver to the other Parly a corporate or entity resolution svidencing catisfaclory-evidence-of such authority,
{5)}———Ihis-L-aase-is-axacuted-by-more-than-aRs-porser-or-enliy-as-lessae’-aach-such-porson-arantity-shall-beJelntly-and

eavaraliy-Kablo-hereunder-li-ls-agracd-that-any-one-of-the-ramed-Lessess-shal-be-smpewerad-io-axecule-any-amardment-{a-thic-Leacs—oar-other

desument-ancililan~therate-and-bind-all-ofthe-ramed-tossees,-and-Lossarmay-raly-on-the-same-as-i-all-af- the-namod-kosceas-had-exacutod-sush

dosument:

{c) This Lease may be executed by the Parties in counterparts, each of which shall be deemed an ariginal and all of which
together shall constitute one and the same instrument.
45, Conflict. Any confliet batween the printed provislons of this Lease and typewritten or handwiitten provisions shall be controlied by the
typawritten or handwritlen provisions,
48, Offer. Preparation of this Lease by elther Party or thelr agent and ‘submission of same 1o the other Party shall not be deemed an offer to
lease to the other Party. This Lease is not intended {o be binding until executed and delivered by al} Partles hereto. '
47, Amendments. This Lease may be modified only In wiiting, signed by the Partles In interest at the time of the modification. As long as they

do not materially change Lessea's obllgations hersunder, Lessae agrees (o make such reasonable non-monetary modifications lo this Lease as may be
reasonably required by a Lender In connestion with the obtalning of normal finaneing or refinancing of the Premises.

48. Walver of Jury Trlal. THE PARTIES HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO TRIAL BY JURY {N ANY ACTION OR
PROCEEDING INVOLVING THE PROPERTY OR ARISING OUT OF THIS AGREEMENT.

49, Arbitration of Disputes. An Addendum requiring the Arbitration of all dispules between the Parlies and/or Brokers arising aut of this Lease
[0 is & is not attached to this Lease.

60, Americans with Disabilities Act. Since compllance with the Americans wilh Disabllities Act (ADA) is dependent upon Lessee’s specific use
of the Premises, Lessor makes no wamanty or representation as to whather or not the Pramises comply with ADA or any simllar legislation. In the event
that Lessee's use of the Premises requires modifications or addltions to tha Premises In order to be In ADA compliance, Lessea agress o maks any
such necessary modifications and/or addifions at Lassee's expensa.

5i. Nat Worth of Lessee. it shall be a Breach of this Lease if the Net Worth of Leasee shall fall to be at least $4,000.000 at any time, "Net Worth of Lesses”
shall mean the net worth of Leeees {excluding any guarantors) establisted under gencrally accepied aceounting princlples, Lessee shall pramptly deliver to Lessor
such avidence of the Net Worth of Lessee a3 may be reaganably requested by Lessor from time to time (but In no event more fraquently than ance per calendar yoar
quarter).

g2, Complation of Annex Il items. Within & raasonable perlod of time after the Commencement Date, Lesase shall, at Lessee's expense, complete all of the
repaire, renavations, and cther irens descrived on Annex it to the Purchase Agreement,

LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION CONTAINED HEREIN, AND
BY THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED AND VOLUNTARY CONSENT THERETC. THE PARTIES HEREBY AGREE THAT,
AT THE TIME THIS LEASE IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AND EFFECTUATE THE INTENT
AND PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE PREMISES.

ATTENTION: NO REPRESENTATION OR RECOMMENDATION IS MADE BY THE AIR COMMERCIAL REAL ESTATE ASSOCIATION OR BY ANY
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BROKER AS TO THE LEGAL SUFFICIENCY, LEGAL EFFECT, OR TAX CONSEQUENCES OF THIS LEASE OR THE TRANSACTION TO WHICH
IT RELATES, THE PARTIES ARE URGED TO:

1. SEEK ADVICE OF CGUNSEL AS.TO THE LEGAL AND TAX CONSEQUENGES OF THIS LEASE.

2. RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE THE CONDITION OF THE PREMISES. SAID INVESTIGATION
SHOULD INCLUDE BUT NOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDOUS SUBSTANCES, THE ZONING OF THE PREMISES,
THE STRUCTURAL INTEGRITY, THE CONDITION OF THE ROOF AND OPERATING SYSTEMS, AND THE SUITABILITY OF THE PREMISES FOR

LESSEE'S INTENDED USE,
WARNING: tF THE PREMISES IS LOCATED IN A STATE OTHER THAN CALIFORNIA, CERTAIN PROVISIONS OF THE LEASE MAY NEED TO
BE REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE PREMISES IS LOCATED.
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The parties hereto have executed this Lease at the place and on the dales specified above thelr respective signatures.

Exaculed at: Executed at

On: On:

By LESSOR: By LESSEE: .

Channel Technologies, Inc. Channel Technologies Group, LLC

TR A

By: \7(“/-—— D" -
Name Printed:

Title: ) Tithe:

By: By

Name Printed: Name Printed:

Title: Title:

Address: Address:

Telephona:( } Telephona:( )

Facsimilie ) Facsimile:( )

Emall: Email:

Emali: Ematl

Federal ID No. . Federal 1D No,

At At

Tile— Fitly—

Addrasg— Addrogsi—

Felophonei—)— Folophenext—-

Faeslmlio——}-—— Faosimlie—)

Email-— Epalls- . .

Fodorldb-No: Eaderal4b-Na:

BrokerAgent-DRE-Liveree- BrekerAgent-DRE-Licansa#-

NOTIGE: These forms are often modified to meet changing requirements of faw and industry needs, Always write or call to make sure you
are utilizing the most current form: AIR Commercial Real Estate Assoclation, 800 W 6th Street, Suite 800, Los Angeles, CA 96017,

Telephone No. {213) 687-8777. Fax No.: (213) 687-8616.

® Copyright 2001 - By AIR Commercial Real Estate Assoclation, Al rights reservad,

No part of these works may be reproduced In any form without permisslon in writing.
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.Cannil)C)AL.
AnapctaTion

RENT ADJUSTMENT(S)

STANDARD LEASE ADDENDUM

Dated December ,2011

By and Between (Lessor) Channel Technologies, Inc., a California
corporation

(Lessee) _ Channel Technologies Group, LLC, a California

limited liability company

Address of Premises: _839, 859/861 and 869/879 Ward Drive
Santa Barbara, CA 93111

Paragraph 93
A RENT ADJUSTVIENTS:

The m'ontmy rent for each month of the adjustment pericd(s) specified below shall be increased using the method(s) indicated betow:
(Check Methad(s} to be Used and Fiit in Appropriately)
M 1. Costof Living Adjustment{s) {COLA)

a. On(Fillin COLADates) each anniversary of the Commencement Date (other than MRV

Adjustment Datas)
the Base Rent shall be adjusled by the change, if any, from the Base Month specified below, In the Consumer Price Index of the Bureau of Labor

Statistics of the U.S. Department of Labor for {select one):& CPI W (Urban Wage Eamers and Clerical Workers) or T CP{ U {(All Urban Consumers),

for (Fil 1o Urban Area); .
Los Angeles ~ Riverside -~ Orange County, Califoxrnia

, Alt ltems

{1952-1984 = 100), herein referred fo as "CPI".

b. The monthly rent payable In accardance with paragraph A.l.a. of this Addendum shall be calculated as follows: the Base Rent set forth in
paragraph 1.5 of the attached Lease, shatl be multiplied by a fraction the numeratar of which shall be the CPt of tha calendar month 2 months prior to
the month(s) specified in paragraph A.l.a. above during which the adjustment Is to take effect, and the denominalor of which shall be the CPi of the
calendar month which Is 2 months prior ta (select one): the I ftrst manth of the term of this Lease as set forth in paragraph 1.3 ("Base Month*)or  [J
{Flil In Other "Base Month"); . . The sum so calculated shall
conslitute the new monthly rent hereunder, but in no event, shall any such new monthly rent be fess than the rent payable for the month immediately
preceding the rent adjustment. For purpases of the rent adjustment on the seventh {7th) anniversary of the Commencement Date and each adjustmant
thereafter, the Bass Month shall be the calendar month which is two (2) months prior to the MRV Adjustment Date,

¢ In the event the compliation andfor pubneaﬁon of the CP} shall be transferred to any other govemmental depariment or bureau or agency
or shall ba discontinued, then the index most nearly the same as the CPI shall be used to make such calculation. In the event that the Partles cannot
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agree on such alternaive index, then the matler shall be submitted for decision to the American Arbifralion Assaclation in accordance with the then rules
of sald Association and the declslen of the arbitrators shall be binding upon the parlies. The cost of said Arbitration shall be pald equally by the Parties,

@ u. Market Rental Value Adjustment{s) (MRV) '
a. On (Fill in MRV Adjustment Date(s): _the sixth (6th) anniversary of the Commencement Date

the Base Rent shall be adjusted to the *Market Rental Value™ of the property as follows:

1) Four months prior to each Market Rental Value Adjustment Date described ahove, the Partles shall atlempt to agree upon what the
new MRV wiil be on the adjusiment date. If agreement cannot be reached within thirly days, then:

(a) lLessorand Lessee shall immediataly appoint a mutually acceptable appraiser or broker to establish the asw MRV within
the next 30 days. Any essoclated costs will be split equally between the Parties, or

{b) Both Lessor and Lessee shalf each immediately make a reasonable determination of the MRV and submit such
determination, in writing, to arbitration In accordance with the foliowing provislons:
(i) Within 15 days thereafler, Lessor and Lessae shall each select an £ appralser or broker ("Consultant™ -
check ane) of thelr cholce to act as ar arblirator. The two arbltrators so appointed shall Immediately select a third mutually acceplable Consultant to act
as a (hird arbitrator.

(i} The 3 arbitrators shall within 30 days of the appaintment of lhe third arbitrator reach a decision as to what the
actual MRV for the Premises is, and whether Lessor's or Lessee's submitled MRV Is the closest thereto. The declslon of a majority of the arbitrators
shall be binding on the Partles. The submitied MRV which Is determined v be the closest to the actual MRV shall thereafter be used by the Parlies.

(M) If elther of the Parties falls to appoint an arbitrator within the specified 15 days, the arbitrator timely appolnted by
one of them shalt reach a decision on his or her own, and sald decislon shall be binding on the Parties.

{iv) The entire cost of such arbitration shall be pald by the party whose submitted MRV Is nol selacted, i.e., the one
that is NOT the closest fo the actual MRV.

2} Nowithstanding the foregoing, the new MRV shall not be less than the rent payable for the month tmmediately preceding the rent
adjustment.

b. Upon the establishmeni of each New Markel Rental Value:
1) the new MRV will become the new "Basa Rent" for the purposs of caleulating any further Adjustments, and
2) the first month of each Market Rental Vaiue term shaill become the new '‘Base Month' for the purpose of calculating any further

Adjustments.

O m. Eixed-Renatal- Adjustment{s| - {ERA)
Fhe-Bass-Rentshallbeinersasedle-the-fellewing-amounts-on-the-dates-sat-forth-belows--
Or-{Filin-FRA-Adjustment-Datels)) The-New-Base-Rent-chall-bor--

B. NOTICE:
Unlass spacifted otherwise hereln, notice of any such adjustments, other than Fixed Rental Adjustments, shall be made 55 specified in
paragraph 23 of the Lease.

C. BROKER'S-FEE:
—m——-liha-afekeﬁeshall-ba-pald-a-ﬂrekamge—Fea«fef—eashadjustmeat—spes&ﬂaéabwﬂnassapdaaeeﬂ%h-pamgmms-eﬁhe&éam
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NOTICE: These forms are often modified ta mest changing requirements of faw and industry neads, Always write or ¢zll to make sure you
are utilizing the most current form: AIR Commerclal Real Estate Association, 800 W 6th Street, Suite 800, Los Angales, CA 80017,

Telgphone No, {213) 687-8777. Fax No.: (213) 687-8616.
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EXHIBIT A
' LEGAL DESCRIPTION OF THE PREMISES

ALL THAT CERTAIN LAND SITUATED IN THE CITY OF GOLETA, COUNTY OF SANTA BARBARA,
STATE OF CALIFORNIA DESCRIBED AS FOLLOWS:

BARCEL 1

THAT PORTION OF THE RANCHO LA GOLETA IN THE COUNTY OF SANTA BARBARA, STATE OF
CALIFORNIA, DESCRIBED AS FOLLOWS:

BEGINNING AT A 3/4 INCH PIPE SURVEY MONUMENT SET ON THE NORTHERLY LINE OF THE
2ND PARCEL OF LAND DESCRIBED IN THE DEED TO W.C. DAKLEY, JR., AND A. BONNETTI,
RECORDED IN BOOK 3, PAGE 375 OF OFFICIAL RECORDS OF SAID COUNTY, FROM WHICH A 1-
1/2 INCH PIPE SURVEY MONUMENT SET WITH ITS TOP ABOUT ONE FOOT BELOW SURFACE OF
THE GROUND, AT THE NORTHEAST CORNER OF SAID SECOND PARCEL OF LAND DESCRIBED
IN SAID DEED BEARS SOUTH 82° 31' 38" EAST 196.75 FEET; THENCE SOUTH 0° 49' 30" WEST
PARALLEL WITH THE EAST LINE OF SAID LAND 194.92 FEET TO A 3/4 INCH SURVEY MONUMENT;
THENCE AT RIGHT ANGLES SOUTH 89° 10' 30" EAST 194.48 FEET TO A POINT ON SAID EAST
LINE FROM WHICH A 1/2 INCH PIPE SURVEY MONUMENT BEARS NORTH 89° 10' 30" WEST 40.00
FEET; THENCE SOUTH 0° 49' 30" WEST ALONG SAID EAST LINE 662.8 FEET TO THE TRUE POINT
OF BEGINNING; THENCE AT RIGHT ANGLES NORTH 89° 10' 30" WEST 451.10 FEET TO THE
-SOUTHEASTERLY LINE OF THE TRACT OF LAND DESCRIBED IN THE DEED TO THE STATE OF
CALIFORNIA, RECORDED DECEMBER 28, 1960, AS INSTRUMENT NO, 40066, IN BOOK 1811, PAGE
268 OF OFFICIAL RECORDS, RECORDS OF SAID COUNTY; THENCE SOQUTH 33° 38' 40" WEST
ALONG SAID SOUTHEASTERLY LINE 207.05 FEET, THENCE SOUTH 89° 10' 30" EAST 375,32 FEET,;
THENCE, NORTH 0° 49' 30" EAST, 154.00 FEET, THENCE SOUTH 89° 10’ 30" EAST, 188.00 FEET;
THENCE NORTH 0° 49' 30" EAST, 20.00 FEET TO THE TRUE POINT OF BEGINNING.

APN 071-170-77 (AKA 839 Ward Dr.)

PARCEL 2

PARCEL B OF PARCEL MAP NO. 12-843 ON FILE IN BOOK 24, PAGES 98 AND 97, OF PARCEL
MAPS IN THE OFFICE OF THE COUNTY RECORDER QF SAID COUNTY,

APN 071-170-078 (AKA 859/861 and 869/879 Ward Dr.)

ﬂ. EXHIBIT A Q,ﬁ
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AIR

COMMEIICIAL .
RoAL CLIATE
AfagTiarian

OPTION(S) TO EXTEND
STANDARD LEASE ADDENDUM

Dated ‘ December , 2011

By and Between (Lessor) __Channel Technologies, Inc., & California
coxrperation

By and Between (Lessee) _ Channel Technologies Group, LLC, a

California limited liability company

Address of Premises: 839, 859/861 and 869/87% Ward Drive
Santa Barbarxa, CA 93111

Paragraph 54

A. OPTIONIS) TO EXTEND:
Lessor hereby grants {o Lessee the oplion o extend the term of this Lease for  two  (2) additional twenty~four (24)
month period(s) commencing when the prior tenn explres upon each and all of the following terms and condifians:

@i} inorder to exercise an optlon to extend, Lessae muat give written notice of such election to Leasor and Lessor must receive the same at
laast 9 butnotmarethan 12  months prior to the date that the option perod would commence, time being of the essence. If proper
notification of the exercise of an option is not given andfor received, such aption shall automalically expire. Optlons {if there are more than one) may
only be exercised conseculively. ’

(i} The provisions of paragraph 39, Including those relating fo Lessee's Default set forth in paragraph 39.4 of this Lease, are conditfons of
this Option.

(I!i'} Except for the provisions of this Lease granting an opfion or optlons ta extend the term, all of tha terms and conditions of thls Lease
except whera specifically modifled by this option shaft apply. .

(iv)} This Option Is personal to the original Lessee, and canrot be assigned or exerclsed by anyone ather than sald original .esses and only
while the ariginal Lesses Is in full possesslon of the Premises and without the intention of thereafter assigning or subletting.

{v) The monthly rent for each month of the optian peried shall be caloulated as follows, using the method(s) indicated below:
(Check Method(s) to be Used and Flll in Appropriately)

Y] L Cost of Living Adjustment(s) (COLA)

a. On{Filliln COLADates): each anniversary of the Commencement Date {other than MRV Adjustment
Dates )
the Base Rent shall be adjusted by the changs, if any, from the Base Month specified below, In the Consumer Price Index of the Bureau of Labor
Statistics of the U.S. Department of Labor for (sefect ona): I CP! W (Urban Wage Eamers and Clerical Workers) or 1 CPt U (Al Urban Consumers),
for {Fil) In Urban Area): ' .

Los Angeles — Riverside — Orange County, California

All ltems (1982-1984 = 100), herein referred to as "CPI",

b. The monthly rent payable in accordance with paragraph A.la, of this Addendum shall be calculated as foliows: the Base Rent set forth in

QEZ < PAGE10F 3 d‘ 34—
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paragraph 1.5 of the aftached Lease, shall be mulliplied by a fraction the numerator of which shall be the CPI of the calendar month 2 monaths prior to
the month(s) specified in paragraph A.l.a. above during which the adjustment is to take effect, and the denominator of which shalt be the CP! of the

calendar monlh which Is 2 months prior to {select one): & the first month of the term of this Lease as set forth In paragraph 1.3 ("Base Month") or L]
{Fill in Other "Base Month"): .

The sum so calculated shall constitute the new manthly rent hereunder, but in no event, shall any such new monthly rent ba less than the rent payable
for the monih immediately preceding the rent adjustmant.

¢ In the event the compilalion and/or publicatian of the CPI shall be transfared to any other govemnmental depariment or bureau or agency or
shall be discontinued, then the Index most nearly the same as the CPI shall he used fo make such cafcufation. In the event that the Partles cannot
agres on such allarnative index, then the matier shall be submitted for decision to the American Arbltration Association In accordance with the then rules
of sald Assoclation and the dacislon of the arbitrators shall be binding upon the parties. The eost of sald Arbliration shall he pald equally by the Parties,

@ #. Market Rental Value Adjustmant(s) (MRV) .
a. On (Fil In MRV Adjustment Date(s}) _the first day of each option period

the Base Rent shall be adjusted to the "Market Rental Value® of the property as follows:
1) Four manths prior lo each Market Rental Value AdJustment Date described above, the Parties shall altempt to agree upon what the new

MRV will be on the adjustment date. If agreement cannot be reached, within thirty days, then:

(a) t.essor and Lessee shall Immediately appaint a mutually acceplable appralser or broker to establish the new MRV within the next 30
days. Any assoclated costs will be spiit equally between the Parties, or

(b) Both Lessor and Lessee shall each immediately make a reasonable determination of the MRV and submit such determination, in
writing, o arbitratlon in accardance with the following provisions:

() Within 18 days thereaffor, Lessor and Lessea shall each select an [ agpralser or I3 broker ("Consultant” - check one) of their
choles lo act as an arbilrator, The two arbiiratots so appointed shall Immediately salect a third mutually accaptable Consullant to act as a third
arbitrator. .

(i) Tha 3 arblirators shall within 30 days of the appointment of ihe third arblitrator reach a decislon as to what the actual MRV for
the Premises Is, and whether Lessor's or Lessee’s submitied MRV is the closest therelo. The decision of a majority of the arbitrators shall be binding on
the Pariies. The submitted MRV which Is detennlned to be the closest o the aciual MRV shall thereafter be used by the Parties.

(lity If elther of the Pariies falls to appoint an arbiirator within the specified 15 days, the arbitrator imely appainted by one of them
shall reach a decision on his or her own, and said detision shal! be binding on the Parfles.

{iv) The entire cost of such arbitration shall be paid by the party whose submitted MRV Is not selacted, le. the one that Is NOT the
closest to the actual MRV.

2) Notwithslanding the foregoing, the new MRV shall not be less than the rent payable for the month immediately preceding the rent
adjustment.

b.  Upon the establishment of each New Market Rental Value:

1) the new MRV will bacome the new "Base Rent” for the purpose of calculating any furlher Adjustments, and
2) the first month of each Market Rental Value tarm shall become the new "Base Mornth” for the purpose of calculating any further

Adjusiments.

O W, Eixed-Rentat-Adjustmentis){ERA)
The-Bace-Reptshall-baincreased-to-the-follewing-ameunis-on-the-datassot-forth-belows- -

On{FilHa-FRA-Adjustment-Data(s}): : > The-Now-Basa-Raat-shall-ber~

251 PAGE 20F 3 é 2{3

INITIALS _ INITIALS
©@2000 - AIR COMMERCIAL REAL ESTATE ASSOCIATION FORM OE-3-8/00E
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8. NOTICE: _ o :
Unless specified otherwise hereln, nofice of any rental adjustments, other than Fixed Rental Adjustments, shall be made as specified In

paragraph 23 of the Lease.

——Tha-Brekars-shall-he-pald-a-Brokeraga-Foe-for-oach-adjustment-spacified-above-n-sccordance-with-paragraph-16-of-the-Lease:

NOTICE: These forms are often modified to meet changing requirements of law and industry needs. Always write or call to make sura you
arg utllizing the most current form: AIR Commercial Real Estate Association, 800 W 6th Street, Suite 800, Los Angeles, CA 90017.

Telephona No. {213) 687-8777. Fax No.: (213) 687-8816,

INITIALS INITIALS

©20800 - AIR COMMERCIAL REAL ESTATE ASSOCIATION FORM OE-3-8/00E
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Exhibit "'F"

Confidentiality and Proprietary Rights Agreement

[To be Attached]

32
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Confidentiality and Proprietary Rights Agreement (California)

This Employee Confidentiality and Proprietary Rights Agreement ("Agreement") is
entered into by and between Channel Technologies Group, LLC, a California limited liability
company (the "Employer"), Employer being a Debtor and Debtor in Possession under Case No.
9:16-bk-11912-PC (the “Case”) in the United States Bankruptcy Court for the Central District of
California — Northern Division (the “Bankruptcy Court”) and [TRANSFERRED EMPLOYEE
NAME] (the "Transitioning Employee") (the Employer and the Transitioning Employee are
collectively referred to herein as the "Parties") as of , 2017 (the "Effective Date")
with respect to the following facts and circumstances:

A. Employer and Sonatech, LLC, a California limited liability company (“Sonatech™)
are parties to that certain Asset Purchase Agreement dated February _ , 2017 (the
“Sonatech APA”) pursuant to which Sonatech is acquiring from Employer certain
specified and limited assets of Employer, all as more particularly described in the
Sonatech APA (such assets of Employer being so acquired are referred to herein as
the “Sonatech Assets”).

B. Transitioning Employee has been (and was as of the execution of the Sonatech APA)
an employee of Employer and concurrently with the consummation of the
transactions contemplated by the Sonatech APA will leave Employer’s employ and
become an employee of Sonatech.

C. While employed by Employer, Transitioning Employee has had access to and
acquired knowledge of much secret, confidential and proprietary information and
materials of Employer that does not comprise part of the Sonatech Assets.

D. Employer is retaining substantially all of its business and assets (other than the
Sonatech Assets) and wishes to protect such secret, confidential, and proprietary
information and materials not comprising part of the Sonatech Assets from use,
disclosure or exploitation following the consummation of the transactions
contemplated by the Sonatech APA and Transitioning Employee leaving Employer’s
employ.

E. Employer’s obligation to consummate the transactions under the Sonatech APA are
conditioned upon Transitioning Employee and others executing this Agreement.
Transitioning Employee understands and acknowledges that, but for Transitioning
Employee’s execution and delivery of this Agreement, Employer is not willing to and
would not proceed with the closing of the transactions provided for in the Sonatech
APA.

In order to induce Employer to proceed with the consummation of the transactions under
the Sonatech APA and understanding that Employer will do so in material reliance upon this
Agreement, which the Transitioning Employee acknowledges to be good and valuable
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consideration for [his/her] obligations hereunder, the Employer and the Transitioning Employee
hereby agree as follows:

1. Confidentiality and Security.

@) Confidential Information.

The Transitioning Employee understands and acknowledges that during the
course of employment by the Employer, [he/she] has had access to and learned about
confidential, secret and proprietary documents, materials and other information, in tangible and
intangible form, of and relating to the Employer and its businesses and existing and prospective
customers, suppliers, investors and other associated third parties (expressly excluding any of the
foregoing that relate solely and exclusively to the Sonatech Assets, the "Confidential
Information"). The Transitioning Employee further understands and acknowledges that this
Confidential Information and the Employer's ability to reserve it for the exclusive knowledge and
use of the Employer is of great competitive importance and commercial value to the Employer,
and that improper use or disclosure of the Confidential Information by the Transitioning
Employee might cause the Employer to incur financial costs, loss of business advantage, liability
under confidentiality agreements with third parties, civil damages and criminal penalties.

For purposes of this Agreement, except in each case to the extent any of the
following comprise part of the Sonatech Assets, Confidential Information includes, but is not
limited to, all information not generally known to the public, in spoken, printed, electronic or any
other form or medium, relating directly or indirectly to: business processes, practices, methods,
plans, documents, research, development, operations, strategies, techniques, agreements,
contracts, terms of agreements, potential transactions, negotiations, pending negotiations, know-
how, trade secrets, computer programs, computer software, applications, operating systems,
software design, work-in-process, databases, manuals, records, systems, material, sources of
material, supplier information, vendor information, financial information, accounting
information and records, pricing information, design information, personnel information,
employee lists, supplier lists, vendor lists, internal controls, security procedures, sales
information, costs, formulae, algorithms, product plans, designs, models, molds, ideas,
inventions, unpublished patent applications, original works of authorship, discoveries,
experimental processes and results, specifications, customer information, customer lists,
manufacturing information, and factory lists of the Employer or its businesses or of any existing
or prospective customer, supplier, or other associated third party, or of any other person or entity
that has entrusted information to the Employer in confidence.

The Transitioning Employee understands that the above list is not exhaustive, and
that Confidential Information also includes other information that is marked or otherwise
identified as confidential or proprietary, or that would otherwise appear to a reasonable person to
be confidential or proprietary in the context and circumstances in which the information is
known or used.

The Transitioning Employee understands and agrees that Confidential
Information heretofore developed by [him/her] in the course of [his/her] employment by the
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Employer shall be subject to the terms and conditions of this Agreement as if the Employer
furnished the same Confidential Information to the Transitioning Employee in the first instance.
Confidential Information shall not include information that is generally available to and known
by the public at the time it was disclosed to the Transitioning Employee, provided that such
disclosure was through no direct or indirect fault of the Transitioning Employee or person(s)
acting on the Transitioning Employee's behalf.

(b) Disclosure and Use Restrictions.

The Transitioning Employee agrees and covenants: (i) to treat all Confidential
Information as strictly confidential; (ii) not to directly or indirectly disclose, publish,
communicate or make available Confidential Information, or allow it to be disclosed, published,
communicated or made available, in whole or part, to Sonatech or any other entity or person
whatsoever (including other former employees of the Employer ); and (iii) not to access or use
any Confidential Information, and not to copy any documents, records, files, media or other
resources containing any Confidential Information, or remove any such documents, records,
files, media or other resources from the premises or control of the Employer. Nothing herein
shall be construed to prevent disclosure of Confidential Information as may be required by
applicable law or regulation, or pursuant to the valid order of a court of competent jurisdiction or
an authorized government agency, provided that the disclosure does not exceed the extent of
disclosure required by such law, regulation or order. The Transitioning Employee shall promptly
provide written notice of any such order to an authorized officer of the Employer within 24 hours
of receiving such order, but in any event sufficiently in advance of making any disclosure to
permit the Employer to contest the order or seek confidentiality protections, as determined in the
Employer's sole discretion. In addition, this Section does not, in any way, restrict or impede the
Transitioning Employee from disclosing information as permitted by law.

(© Duration of Confidentiality Obligations.

The Transitioning Employee understands and acknowledges that [his/her]
obligations under this Agreement with regard to any particular Confidential Information shall
commence immediately upon the Effective Date and shall continue (a) with respect to
Confidential Information that is eligible for protection under applicable law as a "trade secret,"
for so long as such Confidential Information continues to be eligible for protection as a "trade
secret" (without regard to any breach by Transitioning Employee of the obligations imposed
upon Transitioning Employee hereunder), and (b) with respect to all other Confidential
Information of Employer, until such time as such Confidential Information has become available
to the public other than as a result of the Transitioning Employee's breach of this Agreement or
breach by those acting in concert with the Transitioning Employee or on the Transitioning
Employee's behalf.
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2. Inventions.

@) Employer Inventions.

The assignment provisions in Section 2(b) shall apply only to "Employer
Inventions" as defined herein. Employer Inventions shall mean any inventions, improvements,
developments, ideas or discoveries whether patentable or unpatentable (collectively hereinafter
referred to as "Inventions") that is not part of the Sonatech Assets and which meets any one of
the following criteria:

Q) Related, at the time of conception or reduction to practice of the Invention
to: (A) the Employer's business, project or products, or to the manufacture or utilization thereof;
or (B) the actual or demonstrably anticipated research or development of the Employer.

(i) Resulted from any work performed directly or indirectly by the
Transitioning Employee for the Employer.

(ifi)  Resulted, at least in part, from the Transitioning Employee's use of the
Employer's time, equipment, supplies, facilities or trade secret information.

Provided, however, that an Employer Invention shall not include any Invention which qualifies
fully under the provisions of California Labor Code Section 2870 (a copy of which is attached as
Exhibit “A” hereto), including any idea or invention which was developed entirely on the
Transitioning Employee's own time without using the Employer's equipment, supplies, facilities
or trade secret information, and which is not related to the Employer's business (either actual or
demonstrably anticipated), and which did not result from work performed for the Employer.

(b) Assignment of Employer Inventions.

The Transitioning Employee hereby assigns, and agrees to assign, to the
Employer, all [his/her] rights, title and interest in and to all Employer Inventions.

(©) Execution of Necessary Documents.

The Transitioning Employee agrees that, upon request and without compensation
therefor, but at no expense to the Transitioning Employee, the Transitioning Employee will all
do lawful acts, including the execution of papers and lawful oaths and the giving of testimony,
that in the opinion of the Employer, its successors and assigns, may be necessary or desirable in
obtaining, sustaining, reissuing, extending or enforcing United States and foreign Letters Patent,
including Design Patents, on all of such Employer Inventions, and for perfecting, affirming,
maintaining or recording the Employer's complete ownership and title thereto, and to otherwise
cooperate in all proceedings and matters relating thereto.

The Transitioning Employee hereby irrevocably grants the Employer power of
attorney to execute and deliver any such documents on the Transitioning Employee’s behalf in
[his/her] name and to do all other lawfully permitted acts to transfer the Employer Inventions to
the Employer and further the transfer, issuance, prosecution and maintenance of all rights
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therein, to the full extent permitted by law, if the Transitioning Employee does not promptly
cooperate with the Employer's request (without limiting the rights the Employer shall have in
such circumstances by operation of law). The power of attorney is coupled with an interest and
shall not be effected by the Transitioning Employee's subsequent incapacity.

(d) Work Made for Hire.

The Transitioning Employee acknowledges that, to the extent permitted by law,
all writings, works of authorship, technology, inventions, discoveries, ideas and other work
product of any nature whatsoever (collectively referred to as “Work Product”) consisting of
copyrightable subject matter authorized by Transitioning Employee during the term of
Transitioning Employee's employment with Employer is "work made for hire" as defined in the
Copyright Act of 1976 (17 U.S.C. § 101), and such copyrights are therefore owned by the
Employer. For the avoidance of all doubt, nothing contained in this Agreement shall be
construed to reduce or limit the Employer's rights, title or interest in any Work Product or
Inventions so as to be less in any respect than that the Employer would have had in the absence
of this Agreement.

(e) Moral Rights.

To the extent any copyrights are assigned under this Agreement, the Transitioning
Employee hereby irrevocably waives, to the extent permitted by applicable law, any and all
claims the Transitioning Employee may now or hereafter have in any jurisdiction to all rights of
paternity, integrity, disclosure and withdrawal and any other rights that may be known as "moral
rights" with respect to all Inventions and Work Product therein.

U] No License.

The Transitioning Employee understands that this Agreement does not, and shall
not be construed to, grant the Transitioning Employee any license or right of any nature with
respect to any Inventions, Work Product, or any Confidential Information, materials, software or
other tools made available to [him/her] by the Employer.

3. Security. The Transitioning Employee agrees and covenants not to access or use any
of Employer's computer equipment, telephone systems, voicemail systems, facilities intranet,
internet, social media and instant messaging systems, computer systems, e-mail systems,
computer networks, document storage systems, software, data or any other Employer facilities,
IT resources or communication technologies ("Facilities Information Technology and Access
Resources").

4. Non-Disparagement. The Transitioning Employee agrees and covenants that [he/she]
will not at any time make, publish or communicate to any person or entity or in any public forum
any defamatory or disparaging remarks, comments or statements concerning the Employer's
products or services, or make any maliciously false statements about the Employer's employees
and officers.
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5. Acknowledgement. The Transitioning Employee acknowledges and agrees that the
services heretofore rendered by [him/her] to the Employer are and were of a special and unique
character; that the Transitioning Employee obtained knowledge and skill relevant to the
Employer's industry, methods of doing business and marketing strategies by virtue of the
Transitioning Employee's employment; and that the terms and conditions of this Agreement are
reasonable under these circumstances. The Transitioning Employee further acknowledges that
[he/she] will not be subject to undue hardship by reason of [his/her] full compliance with the
terms and conditions of this Agreement or the Employer's enforcement thereof; and that this
Agreement is not a contract of employment and shall not be construed as a commitment by either
of the Parties to continue an employment relationship for any certain period of time.

6. Remedies. The Transitioning Employee acknowledges that the Employer's Confidential
Information and the Employer's ability to reserve it for the exclusive knowledge and use of the
Employer is of great competitive importance and commercial value to the Employer, and that
improper use or disclosure of the Confidential Information by the Transitioning Employee will
cause irreparable harm to the Employer, for which remedies at law will not be adequate. In the
event of a breach or threatened breach by the Transitioning Employee of any of the provisions of
this Agreement, the Transitioning Employee hereby consents and agrees that the Employer shall
be entitled to seek, in addition to other available remedies, a temporary or permanent injunction
or other equitable relief against such breach or threatened breach from any court of competent
jurisdiction, without the necessity of showing any actual damages or that monetary damages
would not afford an adequate remedy, and without the necessity of posting any bond or other
security. The aforementioned equitable relief shall be in addition to, not in lieu of, legal
remedies, monetary damages or other available forms of relief.

7. Successors and Assigns.

@ Assignment by the Employer.

The Employer may assign this Agreement to any successor or assign (whether
direct or indirect, by purchase, merger, consolidation or otherwise) to all or substantially all of
the then remaining business or assets of the Employer. This Agreement shall inure to the benefit
of the Employer and permitted successors and assigns.

(b) No Assignment by the Transitioning Employee.

The Transitioning Employee may not assign this Agreement or any part hereof.
Any purported assignment by the Transitioning Employee shall be null and void from the initial
date of purported assignment.

8. Governing Law; Jurisdiction and Venue. This Agreement, for all purposes, shall be
construed in accordance with the laws of California without regard to conflicts-of-law principles.
Any action or proceeding by either Party to enforce this Agreement shall be brought (i) only in
the Bankruptcy Court for so long as the Case remains open, and (ii) thereafter, only in any state
or federal court located in the state of California, county of Santa Barbara. The Parties hereby
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irrevocably submit to the exclusive jurisdiction of such courts during the applicable periods set
forth in clauses (i) and (ii) above, respectively, and waive the defense of inconvenient forum to
the maintenance of any such action or proceeding in such venue brought in accordance with the
requirements of clauses (i) and (ii) of the preceding sentence.

9. Entire Agreement. Unless specifically provided herein, this Agreement contains all the
understandings and representations between the Transitioning Employee and the Employer
pertaining to the subject matter hereof and supersedes all prior and contemporaneous
understandings, agreements, representations and warranties, both written and oral, with respect
to such subject matter; provided, however, that Transitioning Employee’s obligations under this
Agreement shall not be deemed to discharge or relieve any obligations Transitioning Employee
would have to Employer in the absence of this Agreement.

10. Modification and Waiver. No provision of this Agreement may be amended or modified
unless such amendment or modification is agreed to in writing and signed by the Transitioning
Employee and by a duly-authorized representative of the Employer. No waiver by either of the
Parties of any breach by the other party hereto of any condition or provision of this Agreement to
be performed by the other party hereto shall be deemed a waiver of any similar or dissimilar
provision or condition at the same or any prior or subsequent time, nor shall the failure of or
delay by either of the Parties in exercising any right, power or privilege hereunder operate as a
waiver thereof to preclude any other or further exercise thereof or the exercise of any other such
right, power or privilege.

11.  Severability. Should any provision of this Agreement be held by a court of competent
jurisdiction to be enforceable only if modified, or if any portion of this Agreement shall be held
as unenforceable and thus stricken, such holding shall not affect the validity of the remainder of
this Agreement, the balance of which shall continue to be binding upon the Parties with any such
modification to become a part hereof and treated as though originally set forth in this Agreement.
The Parties further agree that any such court is expressly authorized to modify any such
unenforceable provision of this Agreement in lieu of severing such unenforceable provision from
this Agreement in its entirety, whether by rewriting the offending provision, deleting any or all
of the offending provision, adding additional language to this Agreement or by making such
other modifications as it deems warranted to carry out the intent and agreement of the Parties as
embodied herein to the maximum extent permitted by law. The Parties expressly agree that this
Agreement as so modified by the court shall be binding upon and enforceable against each of
them. In any event, should one or more of the provisions of this Agreement be held to be invalid,
illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall not
affect any other provisions hereof, and if such provision or provisions are not modified as
provided above, this Agreement shall be construed as if such invalid, illegal or unenforceable
provisions had not been set forth herein.

12.  Attorneys’ Fees. In the event that either Party hereto brings an action or other proceeding
to enforce or interpret the terms and provisions of this Agreement, the prevailing Party in that
action or proceeding shall be entitled to have and recover from the non-prevailing Party all such
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fees, costs and expenses (including, without limitation, all court costs and reasonable attorneys’
fees) as the prevailing Party may suffer or incur in the pursuit or defense of such action or
proceeding.

13.  Captions. Captions and headings of the sections and paragraphs of this Agreement are
intended solely for convenience and no provision of this Agreement is to be construed by
reference to the caption or heading of any section or paragraph.

14.  Counterparts. This Agreement may be executed in counterparts, each of which shall be
deemed an original, but all of which taken together shall constitute one and the same instrument.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of the Effective

Date above.

[TRANSITIONING EMPLOYEE
NAME]

Signature:

Print Name:

Channel Technologies Group, LLC, a
California limited liability company,
Debtor and Debtor in Possession

By:
Name: David Tiffany
Title: Chief Restructuring Officer

Desc
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Exhibit “A”

Copy of California Labor Code Section 2870

[To Be Attached]

10
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Exhibit "G"
Approval Order

[To be Attached]
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Laura Davis Jones (DE Bar No. 2436) (Admitted Pro Hac Vice)

Jeffrey W. Dulberg (CA Bar No. 181200)

Victoria A. Newmark (CA Bar No. 183581)

PACHULSKI STANG ZIEHL & JONES LLP

10100 Santa Monica Blvd., 13th Floor

Los Angeles, CA 90067

Telephone: 310/277-6910

Facsimile: 310/201-0760

E-mail:  ljones@pszjlaw.com
jdulberg@pszjlaw.com
vhewmark@pszjlaw.com

Attorneys for Channel Technologies Group, LLC, Debtor and
Debtor in Possession

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
NORTHERN DIVISION

In re: Case No.: 9:16-bk-11912-PC

CHAI}INEL TECHNOLOGIES GROUP, Chapter 11
LLC,

Desc

Debtor. ORDER AUTHORIZING DEBTOR TO

SALE TO SONATECH, LLC

Hearing
Date: March 22, 2017

Time: 10:00 a.m.
Place: Courtroom “201”
1415 State Street
Santa Barbara, CA 93101

Judge: Hon. Peter H. Carroll

ENTER INTO ASSET PURCHASE
AGREEMENT WITH AND SELL PROPERTY
FREE AND CLEAR THROUGH PRIVATE

THIS MATTER CAME BEFORE THE COURT at the above-captioned date and time

before the Honorable Peter H. Carroll, United States Bankruptcy Judge, to consider the Motion for

Order Authorizing Debtor to Enter Into Asset Purchase Agreement and Sell Property Free and

Clear Through Private Sale to Sonatech, LLC [Dkt. No. ] (the “Motion”), filed on March 1,

2017.% The Court having considered the Motion and the Declaration of David Tiffany in support

! The last four digits of the Debtor’s Tax Identification Number are: 0460. The Debtor’s mailing address is: 879 Ward

Drive, Santa Barbara, CA 93111.
2 Capitalized terms not defined herein shall take the meaning ascribed thereto in the Motion.

1
DOCS_LA:304186.3 13817/002




PACHULSKI STANG ZIEHL & JONES LLP

ATTORNEYS AT LAW
Los ANGELES, CALIFORNIA

© 00 ~N o o b~ w N

S T N N N O T N T N T N O e e N N Y S = N T e =
©® N o g B~ W N P O © O N o o~ W N Lk O

d

hse 9:16-bk-11912-PC  Doc 211 Filed 03/01/17 Entered 03/01/17 15:32:44 Desc

Main Document  Page 109 of 121

thereof, and finding that notice of the Motion was appropriate and sufficient and that no other notice
need be given, after due deliberation and sufficient cause appearing therefor
THE COURT HEREBY FINDS AS FOLLOWS:

A. This Court has jurisdiction to hear and determine the Motion pursuant to 28 U.S.C.
§§ 157 and 1334.

B. Venue of this case in this district is proper pursuant to 28 U.S.C. 8§ 1408 and
1409(a).

C. Determination of the Motion is a core proceeding under 28 U.S.C. § 157(b)(2)(A),
(M) and (N).

D. The statutory predicates for the relief requested herein are section 363 of the
Bankruptcy Code and Bankruptcy Rules 2002 and 6004.

E. Proper, timely, adequate and sufficient notice of the Motion has been provided in
accordance with Sections 102(1) and 363 of the Bankruptcy Code and Bankruptcy Rules 2002 and
6004 and no other or further notice of the Motion is required.

F. The terms of the APA? are fair and reasonable in all respects and the terms of the
Order shall not modify the terms of the APA except as specifically set forth herein.

G. A reasonable opportunity to object or be heard with respect to the Motion and the
relief requested therein has been afforded to all interested persons and entities, including: (a) the
Office of the United States Trustee, (b) the creditors appearing on the list filed in accordance with
Bankruptcy Rule 1007(d) by the Debtor, (c) the United States of America by service to the Attorney
General of the United States and the United States Attorney for the Central District of California,
(d) parties that have filed with the Court and served upon the Debtor requests for notice of all
matters in accordance with Bankruptcy Rule 2002(i), (e) Blue Wolf Capital Fund 11, L.P. (“Blue
Wolf”), and (f) other known parties that may assert an interest in the Property.

H. The transfer of the Property to Sonatech, LLC (the “Buyer”) pursuant to the APA is a

valid, legal and effective transfer of the Property to the Buyer, free and clear of all liens, claims,

® As used herein, “APA” shall mean that certain Bill of Sale and Agreement dated February 22, 2017, attached as Exhibit
“B” to the Motion, and any and all amendments, schedules and exhibits thereto, and all agreements and documents
contemplated thereby, executed in connection therewith, or related thereto.

2
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interests and encumbrances whatsoever (other than the lien of current taxes not yet payable, if any,
with respect to any Property) (collectively, “Interests”) under section 363(f) of the Bankruptcy Code.

l. The Debtor may sell the Property free and clear of all Interests because, in each case,
one or more of the standards set forth in section 363(f)(1)-(5) of the Bankruptcy Code has been
satisfied. Those holders of Interests who did not object, or who withdrew their objections, to the
Motion are deemed to have consented pursuant to section 363(f)(2) of the Bankruptcy Code. Those
holders of Interests who did object are adequately protected by having their Interests, if any, attach
to the proceeds of the sale, with the same validity and priority as existed prior to the sale.

J. The APA is necessary to effectuate the transfer of the Property to the Buyer and the
other transactions contemplated in the APA and is enforceable pursuant to its terms and applicable
law.

K. The Debtor has demonstrated that approval of the APA and consummation of the Sale
at this time is in the best interests of the Debtor, the estate and its creditors. The Debtor has
advanced good and sufficient business justification supporting the sale of the Property to the Buyer
pursuant to section 363(b) of the Bankruptcy Code and outside of a plan of reorganization, as set
forth in the Motion and at the Hearing, and it is a reasonable exercise of the Debtor’s business
judgment to consummate a sale of the Property on the terms and conditions set forth in the APA, and
to execute, deliver and perform its obligations thereunder.

L. The Debtor has full corporate power and authority to execute and deliver the APA,
and documents contemplated thereby and to perform the transactions contemplated thereby; no
consents or approvals, other than those expressly provided for in the APA, are required for the
Debtor to consummate the Sale.

M. The consideration to be paid by the Buyer under the APA constitutes reasonably
equivalent value and fair consideration under the Bankruptcy Code and under the laws of the United
States, and any state, territory or possession of the United States or the District of Columbia.

N. The APA was negotiated, proposed and entered into in a non-collusive, good faith,
“arm’s-length” manner by the Debtor and the Buyer. The transaction proposed in the APA

constitutes the highest or otherwise best offer for the Property received by the Debtor. Buyer is a

3
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good faith Buyer of the Property. The Buyer is entitled to the protections of a good faith purchaser
pursuant to section 363(m) of the Bankruptcy Code with respect to the transactions approved hereby.

0. Authorizing the Sale as a private sale is justified by the exigent circumstances,
including the Debtor’s marketing efforts, the lengthy arm’s length negotiations between the parties
each represented by counsel and the Debtor’s anticipated cessation of operations as part of its
contemplated sales and wind down.

P. The Buyer would not have entered into the APA and would not consummate the
transactions contemplated thereby, thus adversely affecting the Debtor, its estate and its creditors, if
the sale of the Property to the Buyer was not free and clear of all Interests of any kind or nature
whatsoever, or if the Buyer would, or in the future could, be liable for any of the Interests.

Q. The Debtor does not have any interest in the Buyer or any party affiliated with the
Buyer.

R. The Buyer is not an “insider” of the Debtor or any party affiliated with the Debtor, as
that term is defined in section 101 of the Bankruptcy Code.

S. Time is of the essence in consummating the sale. In order to maximize the value of
the Property and preserve the viability of the business as a going concern, it is essential that the sale
of the Property occur immediately. Accordingly, there is cause to determine inapplicable the stay
contemplated by Bankruptcy Rule 6004(h).

T. Approval of the APA and consummation of the Sale at this time are in the best
interests of the Debtor, its creditors, its estate and other parties in interest.

NOW, THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED AS

FOLLOWS:

1. The Motion is granted and approved in all respects.

2. This Court has jurisdiction to hear and determine the Motion pursuant to 28 U.S.C.
8§ 1334.

3. As evidenced by the declarations of service previously filed with this Court, proper,

timely, adequate and sufficient notice of the Motion, the Hearing and the Sale has been provided in

accordance with sections 102(1) and 363 of the Bankruptcy Code and Bankruptcy Rules 2002 and

4
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6004, and no other or further notice of the Motion, the Hearing or of the entry of this order is

required.
4. All objections to the Motion not withdrawn are overruled and denied.
5. Where appropriate herein, findings of fact shall be deemed conclusions of law and

conclusions of law shall be deemed findings of fact.

6. Each and every term and provision of this Order shall be binding in all respects upon
the Buyer, the Debtor, the Debtor’s bankruptcy estate, any trustee who may be appointed after entry
of this Order, its creditors, and all individuals or entities holding an interest in the Debtor, including,
without limitation, any entity purporting to hold an Interest in the Buyer.

7. The Sale of the Property to Buyer on the terms and conditions set forth in the APA is
hereby approved.

8. The Debtor is authorized to proceed with the Sale. The Debtor and each other person
having duties or responsibilities under the APA or this Order, and its respective members, managers,
directors, officers, agents, representatives, and attorneys, are authorized and empowered to carry out
all of the provisions of the APA, to issue, execute, deliver, file and record, as appropriate, the APA,
and any related agreements, and to take any action contemplated by the APA or this Order, and to
issue, execute, deliver, file and record, as appropriate, such other contracts, instruments, releases,
deeds, bills of sale, assignments, or other agreements, and to perform such other acts as are
consistent with, and necessary or appropriate to, implement, effectuate and consummate the APA
and this Order and the transactions contemplated thereby and hereby, all without further application
to, or order of, the Court or further action by the Debtor’s members, managers, directors or
stockholders, and with like effect as if such actions had been taken by unanimous action of its
members, managers, directors and stockholders. Without limiting the generality of the foregoing,
this Order shall constitute all approvals and consents, if any, required by applicable business,
corporation, limited liability company, trust and other laws of applicable governmental units with
respect to the implementation and consummation of the APA and this Order and the transactions
contemplated thereby and hereby.

0. As and to the extent provided for in the APA, upon the Closing Date, all right, title

5
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and interest in and to the Property shall be immediately vested in the Buyer pursuant to section
363(b) and (f) of the Bankruptcy Code free and clear of Interests, except for Assumed Liabilities.

10. Effective upon the Closing Date, any Interests (except for the Assumed Liabilities)
against the Property shall attach to the proceeds of the APA with the same extent, validity, priority
and effect, if any, as the Interests formerly had against the Property, subject to the Debtor’s ability to
challenge the extent, validity, priority and effect of the Interests (except to the extent such ability is
limited by any financing order). Without limiting the generality of the foregoing, the liens of Blue
Wolf shall attach to the proceeds of the APA with the same extent, validity, priority and effect, if
any, as such liens formerly had against the Property, subject to the terms of the Final Order
Pursuant to Sections 105, 361, 362, 363 and 364 of the Bankruptcy Code and Bankruptcy Rules
2002, 4001 and 9014: (1) Authorizing Postpetition Financing, (2) Granting Liens and Providing
Superpriority Administrative Expense Priority, (3) Authorizing Use of Cash Collateral and
Providing for Adequate Protection, and (4) Modifying the Automatic Stay [Dkt. No. 110].

11. This Order is and shall be effective as a determination that all Interests (except for
Assumed Liabilities) existing as to the Property conveyed to the Buyer have, effective as of the
Closing Date, been and hereby are terminated and declared to be unconditionally released,
discharged and terminated, and such determination shall be binding upon and govern the acts of all
entities, including all filing agents, filing officers, administrative agencies or units, governmental
departments or units, secretaries of state, federal, state and local officials and all other persons and
entities who may be required by operation of law, the duties of their office, or contract, to accept,
file, register or otherwise record or release any documents or instruments, or who may be required to
report or insure any title or state of title in or to the Property conveyed to the Buyer. Each of the
Buyer and the Debtor may take such further steps and execute such further documents, assignments,
instruments and papers to implement and effectuate the transactions contemplated in this paragraph.
All Interests (except for Assumed Liabilities) of record as of the date of this Order and the Closing
Date shall be forthwith removed and stricken as against the Property.

12. Except for the Assumed Liabilities expressly assumed under the APA, the Buyer shall
not be liable for any claims against the Debtor, its predecessors or affiliates, and the Buyer shall

6
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have no successor or vicarious liabilities of any kind or character whether known or unknown as of
the Closing Date, now existing or hereafter arising, whether fixed or contingent, with respect to the
Debtor. Except for the Assumed Liabilities expressly assumed under the APA, under no
circumstance will the Buyer be deemed a successor of or to the Debtor for any Interest against the
Debtor or the Property, and the Buyer shall have no liability as a successor to the Debtor. The sale,
transfer, assignment and delivery of the Property shall not be subject to any Interests, except that the
Buyer shall assume the Assumed Liabilities the Buyer is expressly required to assume under the
APA.

13. Upon the Closing of the transactions contemplated by the APA, the Buyer shall
assume the Assumed Liabilities in accordance with the express terms of the APA, including, but not
limited to, all responsibilities of the Debtor under the Property that arise from and after the Closing
Date as more specifically and to the extent provided in the APA.

14. Except as provided in the APA or this Order, after the Closing, the Debtor and the
estate shall have no further liabilities or obligations with respect to any Assumed Liabilities and all
holders of such claims are forever barred and estopped from asserting such claims against the
Debtor, its successors or assigns, its property or its assets or estate.

15.  As the Sale was non-collusive, fair and reasonable and conducted in good faith, and
the transactions contemplated by the APA have been bargained for and undertaken by the Debtor
and the Buyer at arm’s length and without collusion, the Sale approved by this Order is not subject
to avoidance pursuant to section 363(n) of the Bankruptcy Code.

16. Nothing contained in any plan of reorganization (or liquidation) confirmed in this
case or the order of confirmation confirming any plan of reorganization (or liquidation) shall conflict
with or derogate from the provisions of the APA or the terms of this Order. Further, the provisions
of this Order and any actions taken pursuant hereto shall survive the entry of any order which may
be entered converting the Debtor’s case from Chapter 11 to a case under Chapter 7 of the
Bankruptcy Code.

17. The terms and provisions of the APA, together with the terms and provisions of this
Order, shall be binding in all respects upon, and shall inure to the benefit of, the Debtor, its estate,

7
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any trustee appointed in this case (whether in Chapter 7 or Chapter 11), its creditors, the Buyer and
its respective affiliates, successors and assigns, and any affected third parties, including but not
limited to, any and all persons asserting a claim against or interest in the Debtor’s estate or the
Property.

18. The APA may be modified, amended, or supplemented by the parties thereto, in a
writing signed by the parties in accordance with the terms thereof without further order of the Court,
provided that any such modification, amendment, or supplement is immaterial and the Debtor is
authorized to execute any additional documents reasonably necessary to consummate the
transactions set forth in the APA.

19.  On the Closing Date, this Order will be construed and constitute for any and all
purposes a full and complete general assignment, conveyance and transfer of the Property or a bill of
sale transferring title in the Property to the Buyer. Each and every federal, state, and local
governmental agency or department shall be, and it hereby is, directed to accept any and all
documents and instruments, including this Order, necessary and appropriate to consummate the
transactions contemplated by the APA.

20. No bulk sales law, or similar law of any state or other jurisdiction shall apply in any
way to the transactions contemplated by the APA, the Motion or this Order.

21. Notwithstanding any other provision of the APA to the contrary, nothing in the APA
or other related documents implementing the transactions contemplated herein (collectively,
“Documents™), authorizes the transfer or assignment of any licenses, authorizations, guaranties,
leases, contracts, easements, rights of way, agreements or other interests of the United States relating

to the Navy Contracts (collectively, the “Federal Interests”) without compliance with all applicable

legal requirements under non-bankruptcy law governing such transfers or assignments. Moreover,
without limiting the foregoing, nothing in the Documents shall be interpreted to set cure amounts
with respect to any Navy Contract or to require the United States to novate or otherwise consent to
the transfer of any Federal Interests. The United States’ rights to offset or recoup any amounts due
under, or relating to, any Federal Interests are expressly preserved. Further, the Debtor’s rights and

defenses with respect to the United States’ offset or recoupment of any amounts due under, or

8
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relating to, any Federal Interests are expressly preserved.

22. Because the Court finds that the Buyer is a good faith purchaser within the meaning
of section 363(m) of the Bankruptcy Code, in the event that the parties to the Sale consummate the
transactions contemplated thereby while an appeal of this Order is pending, the Buyer shall be
entitled to rely upon the protections of section 363(m) of the Bankruptcy Code, absent any stay
pending appeal granted by a court of competent jurisdiction prior to such consummation.

23. This Court retains jurisdiction to:

a. Interpret, implement and enforce the terms and provisions of this Order and
the terms of the APA, all amendments thereto and any waivers and consents thereunder and of each
of the agreements executed in connection therewith or related thereto;

b. Compel delivery of the Property to the Buyer;

C. Until the entry of a final decree in this case, resolve any disputes arising under
or related to the Sale; and

d. Adjudicate all issues concerning alleged Interests and any other alleged
interests in and to the Property or the proceeds of the Sale, including the extent, validity,
enforceability, priority and nature of all such alleged interests relating to the proceeds of the Sale.

24, Notwithstanding Bankruptcy Rules 6004 and 7062, this Order shall be effective and
enforceable immediately upon entry and its provisions shall be self-executing, and the Motion or
notice thereof shall be deemed to provide sufficient notice of the Debtors’ request for waiver of the
otherwise applicable stay of the order. This Order shall be effective immediately upon entry

pursuant to Rule 7062 and 9014 of the Federal Rules of Bankruptcy Procedure.

HiHt
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Exhibit “H”
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PROOF OF SERVICE OF DOCUMENT

| am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:
10100 Santa Monica Blvd., 13th Floor, Los Angeles, CA 90067

A true and correct copy of the foregoing document entitled (specify): NOTICE OF MOTION AND MOTION FOR AN
ORDER AUTHORIZING DEBTOR TO ENTER INTO ASSET PURCHASE AGREEMENT AND SELL PROPERTY FREE
AND CLEAR THROUGH PRIVATE SALE TO SONATECH, LLC; MEMORANDUM OF POINTS AND AUTHORITIES;
DECLARATION OF DAVID TIFFANY will be served or was served (a) on the judge in chambers in the form and manner
required by LBR 5005-2(d); and (b) in the manner stated below:

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): Pursuant to controlling General
Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On (date)
March 1, 2017, | checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that the
following persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated below:

X Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:

On March 1, 2017, | served the following persons and/or entities at the last known addresses in this bankruptcy case or
adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mall, first class,
postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the judge will
be completed no later than 24 hours after the document is filed.

Sonatech, LLC Counsel for Sonatech, LLC

Attn: Mr. Mark Shaw Reicker, Pfau, Pyle & McRoy LLP
5535 Huntington Drive Attn: Michael E. Pfau

Santa Barbara, CA 93111 1421 State Street, Suite B

Santa Barbara, CA 93101

XI Service information continued on attached page

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method
for each person or entity served): Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on (date) March 1, 2017, | served the
following persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to
such service method), by facsimile transmission and/or email as follows. Listing the judge here constitutes a declaration
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is
filed.

By Federal Express

The Honorable Peter H. Carroll

United States Bankruptcy Court

Central District of California

1415 State Street, Suite 230/ Ctrm. 201
Santa Barbara, CA 93101

[] Service information continued on attached page

| declare under penalty of perjury under the laws of the United States that the foregoing is true and correct.

March 1, 2017 Nancy H. Brown /s/ Nancy H. Brown
Date Printed Name Signature

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
June 2012
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Mailing Information for Case 9:16-bk-11912-PC
1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):

Desc

Brian D Fittipaldi
Michael S Greger
William W Huckins
Elan S Levey
David W. Meadows
Samuel A Newman
Victoria Newmark
Reed H Olmstead
United States Trustee (ND)
Alan J Watson

Daniel Denny  ddenny@gibsondunn.com
brian fittipaldi@usdoj.gov
mgreger@allenmatkins.com
whuckins@allenmatkins.com, clynch@allenmatkins.com
elan.levey@usdoj.gov, louisa.lin@usdoj.gov
david@davidwmeadowslaw.com
snewman@gibsondunn.com
vnewmark@pszjlaw.com
reed@olmstead.law, olmstead.ecf@gmail.com
ustpregion16.nd.ecf@usdoj.gov
alan.watson@hklaw.com, gloria.hoshiko@hklaw.com

2. SERVED BY UNITED STATES MAIL:

Channel Technologies Group, LLC
Ch 11 Case No.: 9:16-bk-11912-PC
2002 Service List

Brian Fittipaldi, Esq.
United States Trustee

128 East Carrillo Street
Santa Barbara, CA 93101

CR3 Partners

Attn: William Snyder; David Tiffany;
Robert Carringer; Michael Nguyen

13727 Noel Road, Suite 200

Dallas, TX 75240

Jeff Sessions

U.S. Attorney General

U.S. Dept. of Justice

950 Pennsylvania Avenue NW
Washington, D.C. 20530-0001

Kamala D. Harris

State of California

Office of the Attorney General
1300 “I” Street

Sacramento, CA 95814-2919

Internal Revenue Service
P.O. Box 7346
Philadelphia, PA 19101-7346

Debtor

Channel Technologies Group, LLC

Attn:  David Tiffany

Chief Restructuring Officer

879 Ward Drive
Santa Barbara, CA 93111

United States Trustee
915 Wilshire Blvd., Suite 1850
Los Angeles, CA 90017

Claims Agent
Prime Clerk

Attn: Michael J. Frishberg
830 3rd Avenue
New York, NY 10022

Government Entities

U.S. Dept. of Justice
Ben Franklin Station
P.O. Box 683
Washington, DC 20044

Felix E. Leatherwood
Supervising Deputy AG
Brain D. Wesley, Deputy AG

300 South Spring Street, Suite 1702

Los Angeles, CA 90013

Internal Revenue Service
1332 Anacapa St.
Santa Barbara, CA 93101

Charles Miller, Member
5916 Carnegie Lane
Plano, Texas 75093

Bank

CIT/One West

Gordon Lenarth, Director
Treasury Management Group
888 East Walnut Street
Pasadena, CA 91101

Email: gordon.lenarth@cit.com

Eileen M. Decker, U.S. Attorney
Dorothy A. Schouten, AUSA, Civil Chief
Elan S. Levey, AUSA

United States Attorney’s Office

312 North Spring Street, Suite 1200
Los Angeles, CA 90012

DFAS

Attn: Office of the General Counsel
8899 East 56" Street

Indianapolis, IN 46349-0160

CA Franchise Tax Board

BK Section, MS: A-340

P.O. Box 2952

Sacramento, CA 95812-2952

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012
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Littleton Massachusetts Chief Assessor
Attn: Katherine Miller

37 Shattuck Street, Room 206

Littleton, MA 01460

Santa Barbara County Tax Collector
Attn: Harry E. Hagen

105 East Anapamu Street, Suite 109
Santa Barbara, CA 93102

Massachusetts Dept. of Revenue
P.O. Box 9550
Boston, MA 02114-9550

BAE Systems

Attn: Kim Dean

65 River Road

Hudson, NH 03051-5228

ALION

Attn: Paul Hendryz

1000 Burr Ridge Parkway
Suite 202

Burr Ridge, IL 60527

ADVANCED GEOENVIRONMENTAL,
INC.

2300 KNOLL DR., UNIT L
VENTURA, CA 93003

CNC MACHINING, INC.

Attn: Greg Brous, President/CEO Admin.

510 S. Fairview Avenue
Goleta, CA 93117

ASTRO INDUSTRIES, INC.
Attn: A. Hinders

4403 DAYTON XENIA ROAD
BEAVERCREEK, OH 45432

NRL & ASSOCIATES, INC.
Attn: Jeff Rumsey

245 Log Canoe Circle, Suite |
Stevensville, MD 21666
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Littleton Massachusetts Tax Collector
Attn: Deborah Richards

37 Shattuck Street, Room 207
Littleton, MA 01460

Employment Development Dept.
Bankruptcy Group MIC 92E
P.O. Box 826880

Sacramento, CA 94280-0001

Massachusetts Dept. of Revenue
P.O. Box 7010
Boston, MA 02204

TOP 20 LARGEST

LEIDOS

Attn: Kristin M. Grimes, Legal Dept.
11955 Freedom Drive, 16" Floor
Reston, VA 20190

HERAEUS PRECIOUS METALS
NORTH AMERICA

Attn: Ryan Hermann

24 UNION HILL ROAD

WEST CONSHOHOCKEN, PA 19428

KAYO DENSHI CO., LTD.

Attn: Ms. Chieko Murakami
5-19-13 Suneori-cho
Tsurugashima, Saitama 350-2211
Japan

CAL WEST ENVIRONMENTAL
Attn: Cathy Williams

2386 First Street

La Verne, CA 91750-5545

MI-TECH METALS, INC.
Attn: Kathi Slaughter

4701 Massachusetts Avenue
Indianapolis, IN 46218-3144
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CA Franchise Tax Board
P.O. Box 942857
Sacramento, CA 95812-2952

State Board of Equalization

Special Operations BK Team, MIC: 74
P.O. Box 942879

Sacramento, CA 94279-0074

SCIENCE APPLICATION INT'L CORP.
Attn: Laura Hyden

151 Lafayette Drive, Suite 301

P.O. Box 2501

Oak Ridge, TN 37830

PRECISION SCREW MACHINE
PRODUCTS, INC.

Attn: Joseph A. Moreshead

30 GOOCH STREET

P.O. BOX 1944

BIDDEFORD, ME 04005

MEL CHEMICALS

Attn: Patricia Jones

14271 Collection Center Drive
Chicago, IL 60693

VALUE BASED SOLUTIONS
Attn: Roland Ciaramitaro
1651 Crossings Parkway
SuitesB & C

Westlake, OH 44145

PHOENIX INTL HOLDINGS, INC.
Attn: O.Glover/Ken Pollock

9301 Largo Drive West

Largo, MD 20774

GRAINGER

Attn: SCD; Ref. #805196730
7300 North Melvina

Niles, IL 60714

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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MORGAN TECHNICAL CERAMICS
Attn: Kay Griffiths

Vauxhall Industrial Estate

Ruabon Wrexham LL14 6HY

United Kingdom

Amerisource Funding, Inc.
7225 Langtry Street
Houston, TX 77040

Michelle Salazar

Tiger Group

340 N. Westlake Boulevard, Suite 260
Westlake Village, CA 91362

Sharon Kopman

Great American Global
21860 Burbank Blvd.
Suite 350 North
Woodland Hills, CA 91367

Counsel for Northrop Grumman Corp.

Samuel A. Newman

Daniel B. Denny

Gibson, Dunn & Crutcher LLP
333 South Grand Avenue

Los Angeles, CA 90071-3197

Counsel to Blue Wolf Capital Fund I,
L.P.

Alan J. Watson

Holland & Knight LLP

400 South Hope Street, 8" Floor

Los Angeles, CA 90071-2040

Main Document
GLENAIR, INC.
Attn: Pam Ama-Hawkins
1211 Air Way

Glendale, CA 91201

Secured Creditors

Prepetition Secured Creditor/DIP
Lender

Blue Wolf Capital Partners
Attn: President

One Liberty Plaza, 52" Floor
New York, NY 10006

Interested Parties

Fidus Mezzanine Capital Il, L.P.

as Collateral Agent
1603 Orrington Avenue, Suite 1005
Evanston, IL 60201

Wells Fargo Business Credit
Government Services Group

A Div. of Wells Fargo Bank, N.A.

2010 Corporate Ridge, Suite 900

McLean, VA 22102

Nick Dove

Heritage Global

12625 High Bluff Drive
San Diego, CA 92130

Kevin Otus

Onyx Asset Advisors, LLC

535 Mission Street, Suite 1400
San Francisco, CA 94105

Request for Special Notice

Counsel for Attorneys for Creditor
BAE Systems Information and Electric
Systems Integration, Inc.

Robert R. Moore
Michael S. Greger
William W. Huckins
Allen Matkins

Three Embarcadero Center, 12" FlI.

San Francisco, CA 94111

Counsel for Landlord
Thomas N. Harding

Seed Mackall LLP

1332 Anacapa St., Suite 200
Santa Barbara, CA 93101
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MISSION UNIFORM SERVICE
Attn: William Slade

725 E. Montecito

Santa Barbara, CA 93102

Counsel to Blue Wolf Capital Fund II, L.P.
John J. Monaghan

Holland & Knight, LLP

10 St. James Avenue, 11" Floor
Boston, MA 02116

Gladstone Investment Corporation
1521 West Branch Drive, Suite 200
McLean, VA 22102

Counsel for MSI Transducers Corp.
Christopher M. Candon

Sheehan Phinney Bass & Green
1000 Elm Street, 17" Floor
Manchester, NH 03101

Nyk Westbrook

Industrial Assets

11426 Ventura Boulevard,
Studio City, CA 91604

Marc D. Mazzalupo
The Branford Group
896 Main Street

Branford, CT 06405

Counsel for Lockheed Martin Corp.
Christopher R. Donoho, llI

M. Shane Johnson

Hogan Lovells US LLP

875 Third Avenue

New York, NY 10022

Brent A. Lindstrom

Electro Optical Industries
Sales Director

410 Canon Drive

Santa Barbara, CA 93105
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	I.
	statement of facts
	A. Jurisdiction and Venue
	B. Background
	C. The Property
	D. The APA
	a. Purchase Price.  The consideration to be paid by Buyer to the Debtor for the Property shall be cash in an amount equal to three hundred twenty five thousand dollars ($328,750.00) (the “Purchase Price”), paid in the following installments: (i) $50,0...
	b. Assumption of Liabilities.  Effective as of the closing, Buyer shall assume all of the following: (i) without in any way limiting Buyer’s obligations to bear and pay any and all cure amounts that are payable with respect to any period prior to the ...
	c. Sales, Use, and Other Taxes.  Any sales, purchase, transfer, stamp, documentary stamp, use or similar taxes under the laws of the states in which any portion of the Property is located, or any subdivision of any such state, or under any federal law...
	d. Free and Clear.  The Property shall be transferred to Buyer free and clear of all liens, security interests, claims and encumbrances (other than the lien of current taxes not yet payable with respect to any Property).
	e. “AS IS” Transaction.  The Buyer acknowledges and agrees that, except only as set forth in the APA, the Debtor neither makes nor has made any representations or warranties whatsoever, express or implied, with respect to any matter relating to the Pr...
	f. Deadlines.  The APA provides that the deadline to obtain approval of the Sale and APA and to close the Sale is March 31, 2017.
	g. Restriction on Competition By Buyer Post-Closing.  For a period of one (1) year after the Closing Date, the Buyer shall not engage in the direct marketing or direct selling to persons who are Customers (as defined in Section 11.18 of the APA) of th...
	h. Employee Confidentiality and Proprietary Rights Agreements.  Closing is conditioned upon each of the Transferred Employees (as defined in Section 10.1 of the APA) having executed and delivered to the Debtor a Confidentiality and Proprietary Rights ...
	i. Sublease.  Closing is conditioned upon Buyer and the Debtor, as Sublessee and Sublessor, respectively, having entered into a sublease relating to a portion of the Sonatech facility.
	j. Proposed Novation of Navy Contracts.  (i) It is the intent of the parties to transfer to and vest in Buyer all of the Debtor’s right, title, and interest in and to the Contract Nos. 13G5232 and N00167-14-D-0003, each between the Debtor and the Unit...


	II.
	ARGUMENT
	A. The Proposed Sale of the Property Should be Approved Under Section 363(b) of the Bankruptcy Code
	A trustee, after notice and a hearing, may use, sell, or lease property, other than in the ordinary course of business.  11 U.S.C. § 363(b)(1).  A trustee’s application of his or her sound business judgment in the use, sale, or lease of property is su...
	The Debtor believes that, as a result of the marketing efforts that have been undertaken as described below, and particularly given the circumstances, the Sale will provide maximum value to the Debtor under the current circumstances.  The fairness and...

	B. The Buyer Acted in Good Faith in Connection With the Sale
	The Sale was negotiated in good faith, at arm’s length and, to the best of the Debtor’s information and belief, without collusion or fraud of any kind.  The Debtor’s chief restructuring officer and his assistants provided by CR3 Partners, LLC (“CR3”) ...

	C. The Sale of the Property Free and Clear of Liens, Claims, And Interests Pursuant to 11 U.S.C. § 363(f) Should be Approved
	The Debtor requests that the Court approve the sale of the Property free and clear of all Interests, with any such Interests to attach to the Sale Proceeds with the same validity, enforceability, and priority, if any, as existed with respect to the Pr...

	D. The Court Should Authorize the Sale of the Property Pursuant to a Private Sale Under Bankruptcy Rule 6004(f)(1)
	E. Waiver of Bankruptcy Rule 6004(a) and 6004(h)
	F. Notice
	1. I am a Director of CR3 Partners, LLC (“CR3”), an advisory firm with offices in Dallas, Texas and other cities in the United States.  As of the Petition Date, I am the Chief Restructuring Officer of Channel Technologies Group, LLC, the above-caption...
	2. I submit this declaration (the “Declaration”) in support of the Debtor’s Motion for an Order Authorizing Debtor to Enter Into Asset Purchase Agreement and Sell Property Free and Clear Through Private Sale to Sonatech, LLC (the “Motion”).  Except as...
	3. I and my assistants provided by CR3 Partners, LLC (“CR3”) have been marketing the Debtor’s assets to a number of parties since October.  The Debtor has received various offers for different portions of its assets.  Based on this process, the Debtor...
	4. The Sale was negotiated in good faith, at arm’s length and, to the best of the Debtor’s information and belief, without collusion or fraud of any kind.  Accordingly, I believe that Buyer acted in good faith within the meaning of section 363(m) of t...
	5. The Debtor has conducted a UCC search of purported lienholders of the Property in conjunction with the proposed Sale of the Property.  The only party asserting a lien on the Property of which the Debtor is aware is Blue Wolf Capital Fund II, L.P. (...
	6. The offer by Buyer as set forth in the APA is the best offer received for such assets.  To the best of my knowledge, neither the Debtor nor CR3 has been contacted by any potential overbidder.  In my business judgment, there are no viable alternativ...
	7. The Buyer’s obligation to perform under the APA is conditioned upon entry of an order approving the transaction and the closing taking place by March 31, 2017, to ensure that the Buyer can timely perform obligations to its customers.  As discussed ...
	8. To the best of my knowledge and upon review, I am unaware of any claims of the Debtor against the Buyer.
	9. For the foregoing reasons, I believe that the Sale is supported by reasonable business judgment and is in the best interests of the estate.
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