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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 
 vnewmark@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: 
 
CHANNEL TECHNOLOGIES GROUP, 
LLC, 1 

 Debtor. 

 Case No.:  9:16-bk-11912-PC 
 
Chapter 11 
 
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 
 
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 

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

                                                 
1 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,”2 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 

                                                 
2 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 /s/ 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 

 I. 

 STATEMENT OF FACTS 

A. Jurisdiction and Venue 

This Court has jurisdiction over this Motion pursuant to 28 U.S.C. §§ 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. §§ 1408 

and 1409. 

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 
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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 II, L.P. (“Blue Wolf”).  

D. The APA 

The key terms of the APA are summarized below.1  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 

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

the APA.  
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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. 
 

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 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. 
 

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 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. 

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 Agreement (in favor of the Debtor with 
respect to confidential, proprietary and other information and assets of the 
Debtor not included in the Property). 

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 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. 
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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. 

 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 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 
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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 
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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. § 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. 
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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. 
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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. 

III. 

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 /s/ 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, I am the Chief 

Restructuring Officer of Channel Technologies Group, LLC, the above-captioned debtor and 

debtor-in-possession (“CTG” or the “Debtor”).  If I 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.  I 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, I 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 

Case 9:16-bk-11912-PC    Doc 211    Filed 03/01/17    Entered 03/01/17 15:32:44    Desc
 Main Document      Page 12 of 121



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

10 
DOCS_LA:304185.4 13817/002 

P
A

C
H

U
L

S
K

I 
S

T
A

N
G

 Z
IE

H
L

 &
 J

O
N

E
S

 L
L

P
 

A
T

T
O

R
N

E
Y

S
 A

T
 L

A
W

 
L

O
S

 A
N

G
E

L
E

S
, 

C
A

L
IF

O
R

N
IA

 

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, I 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, 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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EXHIBIT A 

Proposed Form of Order 
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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 
 vnewmark@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: 
 
CHANNEL TECHNOLOGIES GROUP, 
LLC, 1 

 Debtor. 

 Case No.:  9:16-bk-11912-PC 
 
Chapter 11 
 
ORDER AUTHORIZING DEBTOR TO 
ENTER INTO ASSET PURCHASE 
AGREEMENT WITH AND SELL PROPERTY 
FREE AND CLEAR THROUGH PRIVATE 
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 
 

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, 

2017.2  The Court having considered the Motion and the Declaration of David Tiffany in support 

                                                 
1 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.   
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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. §§ 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 APA3 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 II, 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, 

                                                 
3 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.  
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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. 

I. 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)(l)-(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 
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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. 

O. 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. 

§ 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 
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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. 

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

 
### 
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EXHIBIT B 

APA 
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ASSET PURCHASE AGREEMENT 

                                                             (Sonatech Assets) 

 

 THIS ASSET PURCHASE AGREEMENT (the “Agreement”) is made and entered 

into as of this  27th 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 

(ii) 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 Items. 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 Liquidated 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: 

(a) 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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3.2 Closing Date. The Closing shall be held upon the earlier to occur of (i) the 

second (2nd) 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 Bill 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. 
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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; 

(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 
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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.” 
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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 (ii) 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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(a) 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 (4th) 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. 

(c) 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: 

(i) 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  

(ii) 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: 

(a) “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. 
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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 Article, 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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All SCHEDULES 

 

[To be attached] 
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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 No.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. 

No.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. No.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”), with 

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:  __________________________________ 
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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. No.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]
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 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  
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AIR COMMERCIAL REAL ESTATE ASSOCIATION
STANDARD INDUSTRIAUCOMMERCIAL 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 --,-::D~e:..:c:..:e::::mb::=:::e.::r--=2:..:9:...!,:....-:2=-=-0.::1.::1,-- _
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 all 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 -..::C:..:a:.:l:.:l=-·f=--=-o.=r.:.:n:..:i:..::a=-- _
and generally described as (describe briefly the nature of the property and, if applicable, the "Project", if the property is located within a Project)

three buildings comprising a total of approximately 126,293 sguare 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 eaFly Pes sessieA: If tAe Premises are availallie bessee may I'la',<e AOA xelllsive ~essessioA of tAe

Premises oommeAeiA9 ("eaFly PessessioA Date"). (aee also Para9ra~hs :1.2 aml :1.:1)

1.5 Base Rent: $119,978.35 per month ("Base Rent"), payable 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)

0' If this box ischecked, 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 peFioQ first month's Base Rent.

(b)

(c)

(d)

Security Deposit: $ N_O'_N_E -...:____ ("Security Deposit"). (See also Paragraph 5)

Jl.ssoGiatieA Fees: $ for tl'le !'leneE!

(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: bessof Lessee is the "Insuring Party" unless otherwise stated herein. (See also Paragraph 8)

1.9 Real Estate Srokers: (aee also Paragraph 15 aml 25)

(a) RepreseAtatioA; The follo'NiAg real estate brokers (tl'le "SrgkeF6") aml llrokerage relatioAsl'li~s exjst fA tI'lis traAsaGtioA (Gl'leGk

a~~liGallle lloxe6):

o
g
g

re~reseAts bes60r eXGllIsi',<ely ("le6sor's E;lroker");

re~re6eAt6 bes6es exelll6ivsly ("bessee's E;lreker"); or

re~reseAts lletl'l bss6er aAE! be66ee ("Ololal /I,geAGY")·

(ll) PaymeRt te E;lrokeF6: U~OA exeGlItioA aAE! delivery of tI'li6 bease lly 1l0tA Parties, besser shall ~ay to tI'le Brokers for tI'le llrokerage
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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 1(~~~:?.E!'E ~:'!:1_~U-=-_ __ __ .

("Lessor")

cacti rnonth commencing

{"Lessee").

(o:;iiective!y the "Parties," or individually a "Party"}.

1.2 Premises: That ceft~'lin feal property. inCluding all improvements therein or to be provided by Lessor under the tenns of this Lease,

;and comnlOnly known as ....:::... ::.::..2..__.::..."....:....:...:.:...::..::'-'-__.::.0.:...:.:.

located in the County 01 . State of :::: ..:.:..:: ::._::...:::=::.= _ _..•__..__.._ __ _

and gEmerally descnbecl as (describe briefly the nature ollne property ,me, if applic.3ble.. the "Project". 'I the property is located within a Projoct)

("Commencement Date-} and ending

Date") (See also Paragraph 3)

1.4 ~-~>&&----_ .._----_.~~+;-~f,-.H~i666 arc ava'!aale-bflS6Ei8 may ha_~6.El5SiQA of the

~"i~OOflH;;a~-;g-=_=============f(·=!iE~ar!1'..j?-o~l-liJai¢). (See alsG-P-ara€lrapR: 'J.2 1R4~
15 Base Rent: payabln on the _ .._ :c :::..: ::..i_.'.::.::::.:..: : ..:.: ·c.=:-=-'=:.:_ __

f2! if th~s bO'x is checked. t.here: are provisions in this Lease fer thi1- Base Rent to be adjustecL See Par<3graph:s .--=..:: :::;;:::......::'-'-----
1.6 Base Rent and Other Monies Paid Upon Execution:

(3)

(b)

(e)

(d)

Base Rent:

Security Deposit:

Other: lor

("Security Deposit"). (See also Paragraph 5)

(e) Total Due Upon Execution of this lease: $

Agreed Use:

(See ill~:,o P",ragraph 6)

I.e Insuring Party: ba650F Le""e" is (he "Insuring Party" unless otherwise state<! herein (See also Paragraph 8)

19 ~o 6-okors;(S8e-aJf:;£42<;"Bi.lf<lr)l:;'+'5--a,:;.;i25)

..~··,--,··"···_-----{-a1-~Q&ORtationi "r;t~~~~"";:~f...-.e&.~!?ftk6';:~5-+~~...a~~flfJ-e-· rG;at!:;;:chff.1&-.exi£~ 'in t.hi,f;.·-4;,a;~-ftl'l~&(;k

i*;::-4f£dtA4,,·bQ.x~,

, ..

t:::,--_· __. __ .. ::::::::::::::======:= :::====:::._ __.:::::::::::::~re~Hl&-beSSEi~:()~~V~..O(-

=.::::::=:::: :::..::...::::==:::-.::.=:::=--.==:::::::::::.....__..._.....:::::::::::::==::::::=:::::====:::=_.._ ffiill'e5€~-fj~-ar.d LosaGe ("Oual P.eeA r;y"},
-----..".."'"".,"~ {b; P3ymGR" t ... erOI"GfSi fJpoR ox<&~j~),~aA4-4e,4y6;!y,,(};~U1~:fa~r-bG1h Part'~oo;·LGGcor CR3~pay-t,,~AG; ;;;'0 brokerage
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6I*Vlsas FeRdsFaa By Iha 9RlkeF6 the faa ajFeed 19 IA Iha allaGRsEi sspslala wfltteR-aflFesFRaRtar if A9 &ash 'agFellFRaRt-lIHlttaGl:le&rths &YFR af

eF %9f lI:Ie letal 6a~llt payable far lila QRgIAaI-+afm.,lRe-sYFR af -eF- af IRe talal 8ase

ReRI payaBle dYJiAg-a~eHf.tlFFMHRat-tk!H.e6se~e&-#l&$!reFRlse6-6lll:J6eqYeRt te IR9 ORDinal Temr,.QREII~~I~f =======-
-til' %af the flllmllase pFkle IA the S'..ellt-ll:laMlla lessee SF any9Re affiliates 'lAtH lessee sGqlllFes fmFR be6&ar allY IIghls te IRe PFeFRI68S.

1.10 Gllal'aAwr. rAe sbllgallGR6 af!tla bessae llFliilaF4hI&-baaSlHlFEFeI-lIeD-GIl&a'fJ!Jllll<a1l'iraafAWlailEslllEl-l;Il~y-================

======;:=:::::::====::::::::;:====':::::;::;:=:::;':::;:::;:::;===';:::=~::;:::::=7=~("~G~llaiIFl'aa;Fl~t9:ll=F':.:t·) ...--t:(Sii9s,e-aI69-ParagfapR-3+)
1.11 Attachments. Attached hereto are the followIng, all of which consUtute a part ofthls Lease:

o aA Acklendll Yffi consisting of Paragraphs 51 through _.=.5~4 _

o a plot plan depicting the Premises;

o a current set of the Rules and RegulaUons;

o a Work Letter;

6!f olher (specify): Exhibit A - Legal Description of the Premises

2. Premises.

2.1 Letting•.Lessor hereby leases to les~ll~e, and Lessee hereby leases from Lessor, the Premises, for the term I at the rental, and

upon all of the terms, covenants and condlUons set forth In this Lease. While the approximate square footage of the Premises may have bean used in

the marketing of the Premises for purposes of comparlson, the Bese Rani staled herein Is NOT tied 10 square footage and Is nol SUbject to adjustment

should the actual size be determined to be dlfferenL Note: Lessee Is advised to verify the actual slite prior to executing this Lease.

2.2 Condition. Lessee acknowledges that It Is In possession of the Premises and has accepted the Premises In their "as.Js" condillon

exisUng on the Commencement Date besseF s1'lall del~..er the PFeRllse6-tG-be5lilllHJfaeFR-GIeaIH3R~kkl~&-GemmeFJGeFRallt 9als SF Ille

~stlGGGI~te,-wRIGhavar-ftF6kl6GUrs-{"StartDate"), and without IfmlUng the generality of the foregoing, Lessee I\Jrther agreesaGkAGWlEKfgss
that Lessee shall be responsible for correcting or repairing any defeats Inr69-1GR~e-tR9-l'BIjU\reG-sef¥iGe-GeRIIaGI6 eessrlged-tFl-PaFaflRlfilh 7.1(9) ~elew

are-eStalRee.1Jy bessee-e1l9--lA-effaGl-wltlllA-Ulll'ly4ayo-/"al1awiRg-tAe SlaFt gale. ·.·.'aFl'aIlls-tRal-the eXlsllng eleclfical. plumbing, fire sprinkler. I1ghllng,

healing, venlllaUng and air condiIJonlng systems ("HVAC"). loading doors, sump pumps. If any, and all olher such elements in the Premises, and etReF

tI'lal'l-lOOll&-GeRstNGl&d-by-ba6SB&rl3"" shall ge 1R-iJ'lSG-apalallR9-00ooIfum..GR-Sald dale. lRal the structural elements of the roof, bearing walls and

foundation of any buildings on the Premises (the "Building") which may exist as of the Commencement Date. tlFHRaJl.be-fFeEl af malefial-defaGts, aRe
tllat..ll'lEH;ZreFRI~GkGAlal~QYs-t~f..aFlY-fJlGl~klellRae as taxllrYlidar-aIlPlklabl&-6tate-eHallaFaJ 13!l'" If a'RaA-G9fRjlllaRGa-Wllfl

sate-wafF3flly-elllst&il&-EIf IRe SIaFt gale, SF If aRe Elf st:lsh sy&!eFR6-£lr-alemaRt&-sReYlQ-malMlGllaA-9I'-falJ-wHl:llR..tRlHlPlJF9PFlat&-waffaR\¥-parlag, besaeF

shalI,-a&-l.e~I&-e91lgaIlQR wllR FSspsst-4e-6Y6IHflattefr-Ell<Gepl-alHllRefWl6Elilf9\llElelf..lA..tllls bease, fjreFRPll¥-afteF-feoolpklf wrlltBR-ll9liS&-fFem

beS$B&--S8!t1f:11rfsflh......lth spelllflsity tl:le Rall:lFe-3RQ...exteRt-ef...6y~QFHlQmpllaRGe;-FRaIftlAGtl~IlFe. FGellf¥ saffle at be6G9l'6slIpen~e

WSmlAty..peFi9S&-&tlaIl-elHls-fGllBWS; (I) II RlQRthS as Ie tI'ls HVP.c sysleFRG-;-aA9-(ll.}-3(k1ays-i1&-la the FeFRalRIllg systems aRel..eli:leF-elsFRsRt&-ef..ll:i6

8YI1E1IAg,-#-ba666Hees-MIiII\'B besSBF tll&-FeqllIraHelISG-WilhIR-!hlHlPPFeprlate-waFl'aRty-peFieGrooll'e6tlaA-9f..aflY"SllGlHlQR-OOFRflIIaAG&;4llsl*iR&IleR

eF-fallllf&-GRall-bEl-lhe-ebllgalleR-ll(..bessee-at-be&seo's 6010 GOskm~QIlSB,.

2.3 Compliance. Lessor warrants tha~ to the best of Its knowledge the Improvements on the Premises comply with lh~ bUilding codes,

applicable laws, covenants or restrictions of record, regulations, and ordinances ("Applicable Requirements") that were In effect althe llme lhat each

Improvement, or portion thereof. was constructed. Said warrenty does not apply to ale use to which lessee will put the Premises, modlllcations which

may be required by the Americans with OlsablilUes Act or any similar laws as a result of Lessee's use (see Paragraph 50). or to any Alterations or utllfty

Installations (as dellned In Paragraph 7.3(a») made or !l,l be made by Lessee. NOTE: Lessee is responsible for determining whether or no! the

Applicable ReqUirements, and especially the ?;Qnlng, are appropriate for Lessee's Intended use, and acknowledges that past uses of the

Premises may no tonger be allowed. If the Pramlses do not comply with said warranty, be669f 61:1all, exsept-a~afWI6a flre·.~i:lelir-pmm~F

raG8lpt-ef-w1ltlelHl9Use-freFR-bessee-settlRg fertA 'lAth 6fi1ssIflslty-II:lB llalllFB aAlH!xlaRt-ef-sll~R-G9FIlpIIaRGerfBsUf¥ tI'le 63FRB at besseFs-exp6Rsa.--#

be666lHlBeG Ral gf.ve be6sor wrllteR-ReUGe sf a AOR-GElmpiIaFlse 'A'IlJ:l IRIs-waRaRty-wllJ:lIA II FROAtR&-followl~taFt-QatBr correction of that

non-eompllance shall be the obligation of Lessee at Lessee's sole cost and expense. If the Applicable ReqUirements are hereafter changed so as to

require during the term of this Lease the construcllon of an addlUon to or an alteration of the Premises and/or Building, the remediation of any

Hazardous Substance, or the reinforcement or other physical modlllcaUan of the Unit, Premises and/or Bl.Illdlng, ("Capital 6l(peAdlhlfll"). be669Hi1A6

be&see-si:lall-alle6ate-tfl&-ll&Gt-eHlilGlHwFk-as-fGllElWln-Lessee shall be fully responsible for the cost thereof.
(a) Ae ueeel In thJl; Paragraph 2.3. the unn "Caplttll expenditure!!" ehall mtlan replBCtlmtlnt of the roof, roof meml1rano. foundation,
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"l:ructurlll walle. HVAC sYI>l;(:m. or oClter e\;l'UG1Oural por;lon ofthe Preml!ie!l.

(11) If sny capltsl Expe"d"Jt~re!larl: re~ulred d~r1ne the Orlamlll Tlmn of thlfi W:lJie. Leefille I>hsll17e fully reeponlJlWlI tttilrefor: provided, however, if

any Capital Expenc:llturlllll requIred durIn~ or IIfI:er the IS91: l:welvo (12) monClt6 ofthe OrigInal Term ofthlll Lell9l1. and 9UGh CSpll:s1 Clpllndlturllls no; thIl rel>ul1; of the

llPlIClflc and unfllue U58 of the Preml589 l7y Leooee (fur exsmple, If eUGh capital Explind/l:Ure Involve!l II roof rllp/aGl:mllnt, nllW pernmental r~ulrcment5 !luch 89

ec15mJc modlficatklns. replacement of the HVAC 5y.>t<:m). tlu:n LcS90r ehall pay for eUI;h Capital expenditure and such CapltBl Ellpendlturll ehall beamor;1zec:l over its

u5llfulllfe S!l dllt<:rmlned In scrordanGe with genlll'ally SGClIpt<:a s~lJntln!l prlnclplll5, lind le!lsclI shall only lie ollllgal:ed to pay thll amor;lzed portlon of aUGh Caplul!

Expenditure relating to tlte IS$1: "tWelve (12) mantha ofthe Orle1na( TlIrm of thl5 Lca5Cl.
~Qt te flaFa!lFallll 2,3(9) belaw. If 6ysh Cafllla~'BlUIlllim6-8f&.f9E11lifeEl..a6-a-feSYlI-ef..ti:ltHpllSlfi&-afl4.yAl~t*-lR9

Pfemlses by lGIl69a-as-sGmpaFed vAlh llses llylBRaRt&-l~,..t.all69e-shali~6f*lIlslble far the sast lReree~ pmvkled, ha'o'.'B'.'or that If SYS!l

Caplta~AGlluF9 Is ~'1\lIf6El.4YriFl!l the last:! yeafS sf thJ&.l.aa~Q.tll&-Gllst!hemef 8KGelKl&-6-meFllhs' 8a68 R8~e.may..lR6\eaQ-teFmiRale

thl6-beaIi8-4lRlass L.os69~elIlleG Lessee, lR-WAtlRg,-WithlA 1g days after reGalfl~66ee!s-\lilrmIRalloR Fletl6El--lha~Il69r-Ms..eleGtad Ie P3¥ the

GIffeFeAG&-hetwe8R-the-asWaklast-tllflFOOHlfl4..aR..aIR611Flt-eqllal te Ii meR!h6' El:aS&-ReRI, If bll6689 e1eGts-teRl'llFlallaFl, lessee sllalllmmeolalBly se3se

thEHI~mlse6 'o','hlGR F9'1H'Fll6-6YsII-CaplIa~AlIitloIFB-aFMkfeilYeF-4G-l.eS6GF-WFItteIHl811SS speGlf}~Flg a toFmIRatlOA date at least gg days

tllemafteF. SlIah lermlflallEl~h-h8W6YeF,-l~El eveRt 1;)0 allflleHhllR-tRe-last day !hal baSS6lH;llul4-legally4ltlllae tAe I2mmlse6-WIlheut

oomfOOR6lAg-&HeI:l-Gapltal liillpeAEllluRlr-

-------{(~li)HI'f-h6!u~G~h.(;C:aappll~tal_ellpeRaituFB-I6-flllt..lh6-fElstM-ef !he 6lleGlliIraRHRI(JUe-Y~f-lh&-PFeml~ssee (slim illit-9EMlffimeffially
maRdatea sel&lllkrmellllisatlaR&},tl'l4IR-ld!SIl6I'-sIlall pay far SYGR Cafllta~'~lluFfHlRS-bell69e-shalklR~Jsated te lla~Gh meRIIIElu~
FBm3IRdeF·Qf·tJ:ltHGffIl.Gf..lhl6-bease.efl.a~6Iefl.lheFBef.-eR the Elate that a~sMhe-Base-ReRt-l&4Il9rQR-alRlluflt.e"YaI te 1/~44th4th&ilaFtl9R

af.6uGlHiasts-Fea6eRa~utab\e.t9-tR~IRl&Els. lessee shill~FEll1klfHlla-balaflG9-l;lyt-may-prepay-lllHlb"gatklR-at-aAY-tlme.-tf,-R~

sush-Gapltal-el(fl9RElltlire Is reqYIreEi aYflRg-IRe-Ia~FEi af tills lease 9f#.I:ElS6GHIIil6GFlably-detemHR6s-lhat-tt-1&-flGHG9Remlsally-fea61bl9 la fl3¥ ·116
sIlare-thereeM::e66GHha~HplI9Fl-t9-tefflllflate-Ull6-beaGe-llllaR 99 dayll-jlrl9f-WfltteR Ra!k;s to be6&ElEHIAleS6 bessee RatlIIes-beS6GFr!IHYfI.llRg,
wlthlR 19 days afte~~sseF6-tefflllRallefHlellsB !hat lessea-wll~faF SUGR Call1tall!llJleA~66GHe8S-R&klleet te tofflllRato, aREI
1aI1s-te-teAgeF-ll&-6Ra~RY sllsh Cafllla~RdItllFB,-l.essee-may.aElYaml&-8iJGMuml&-aRd-dedll6l same, 'lAth IAierast. ti:am ReIlf..ilRlll-1dlll69FH1:lam
of SYGh Gesls I:!a'Je Beo~kJ,.-l.f.I,.essee-is-l:lFlable la f1RaR SB besser's shaRf).-Gr-If.lhe-lialaAGe-9f.tl:le-ReRt-ElllNflG.payable-f9F-tR6-femalmleF-Sf-lIll6
bease-ls Rot symsleA4-te-fQI~R!&-I:eSllBe en aR affaet-Nsh;, 1::86680 6h:11l ha-fa the Fl§lll:-te-lsrmlAat&-tRls lease !l~eR 39 days wFltleFl RetIG&4a
besser.
-------1([Gs}~~II"atl~J.'"~U/:llf:l6~taaRRdlR9 the al:leve, If:le 1l19...'sleR~mIfl!rGapltal EKpeA9ltllre&-af&-lfltoR~llPly eFlty te RBFl-WIIIfllafY;

uRexpellted, aRd-flew-Applisable-RaqlllreIRG~e Capita! 5KlleRdltllre&-af&lFl&teaEllrtggel'El~EH:Ia-a-F96Ylt-9klR-aGlual-ef.9mpeGe~

fR USB. s!:laRge-IFl-lRteA61ly of Y6B, Elf'oRl9alliGatlsn to thB PFeml&El&-lha~R-liJ:lat 8~9t=it. l.e~I-eltl:lB~IR9t'IJately-seaS9-6\lGl:l4laRgeG-Yse

er-lRteflslly 9f 1:169 oRElle~sh other skips as may be AeEle66alY-!a-ellmmlale the requlre~F-6UGh-Capltal El!flBAElltYF9r'9F-{1l}-semplete-611M

Capital 6xp6Rdltym at lis B'llfl BlIlleRse.-beS6!le-sllall-fletrRBWe¥e~~lIt-tG-tefflllRate-lhJs.t,ease.

2.4 Acknowledgements. Lessee aclmowledges"that: (a) It has bean given an opportunity 10 Inspect and measure the Premises, (b) It

has been advlGed by Lessor BAQlaF-ifekef6 to sallsfy itself with respect to the size and condlllon of the Premises (In.e1udlng but not limited to the

electrical, HVAC and fire sprinkler systems. security, environmental aspects, land compliance wllh Applicable Requlremenls and the Americans with

Disabllllles Act), and their suitability for lessee's Intended use, (c) lessee has made such InvesUgatlon as It daems necessary with reference to such

matters and assumes all responsibility therefor as the same relale 10 Its occupancy of the Premises, (d) Ills not relying on any represenlaUon as to Ihe

sIze of !he Premises made by Brokers or Lessor, (a) tha square footage of the PremIses was nol malerial to Lessee's declslon to lease the Premises

and pay the Rent staled herein, and (I) neilher Lessor. lessor's agents, nor Brokers have made any oral or wrlUen representations or warranties with

respect to said malters other than as sel forth In this Lease or In the SleGk E~i~lt;y Purchase Agreement dated as of (December __, 2011}, by and

bel\lleen bell69EH1fld-{bessar} L8seor and 5W rf~ Holellllgll llC (the "Purchase Agreement"). In addition, lessor acknOWledges Ihat~kel'&-flaw

maalHlEH'BfJF9G9RtatlllFlS;-f*Bmlse&-aF-WaFFaAtle~R&ElmTRg Lessee's alllllty-le-hsA9F-the-bease-eF-SUlta9lllly te aGGl;!f)Y-Ihe-Pfemtse6;-BAE!-(ii} It Is

Lessor's sole responsibility 10 Investigate the financtal capability and/or sUltebfti~, of all proposed tenants. Nothing In this Lease shall reduce or diminish
Ihe reprasanlallons and warranlles made by Channel Technologies, Inc. under the Purchase Agreement.

2.5 bess;; as PFier OWRefiOGGllpaAt, :rt'Ie-waFfaFltles made By besseF IR-f2aFagtapf:l 2 6halJ..be-eHle-faFG&-9F-6ffuellf ImfflsElialaly

prIeHe-tIl~IHJ:Ie..GWfler-er-ssQl,lpaFlt ef tf:l~mlses.-l~1 liuGh 8Yem,besse~I~lH'B6f3Gm;lbls for BAy FlSseGSary-69EfElStiya
wefk,.

3. Term.

3.1 Term. The Commencement Dale, Explrallon Date and Original Term of Ihls lease are as speclller:l In Paragraph 1.3.

3.2 Early Pesses6h~ll.-A~BR-Re~R{J-beS6!lHia~S6!ISlllaR et !h~ flremlGe&.fs-subjeGt-te-aRHaFlG1lI6Fl9Eklf:JQfHlIB

f'!fe1R!Gas-baIA§'BYBIIallIa-fGF-SllaA-pell69sslsll-flrler Ie !hB CemmaROOIR9AW)atIl.--ARy.§RlRt sf Eafly PGs6e6SlBR-QAIy.ooR'Ifl)'S a Rerrel«ll~gI:lt-4g
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aGllYpy tha FlFElmlses. If LAlssee-tl3ta(Jy-9F;laFtially aSSYfl/e~RII66s-pAar 16 «Ie CaRlffi6l'l6llIRElAI [lala, the-e9ilgaliaR Ie pay Base ReRI sRallee

a9&laa fur IRe PeRaa af 611sf.lliaFly ~8Ei666leRI All e1Ref.t6~&-I.ease{iflelYEliFlllIlYI Aet-llmlteEi to Ihe eeRgalieR6 to pay Real I2f:upertyTaxelHlR6

IRSYFSFlGa pFElmlums aFl~IRlalR lAa PFElml6as) sIlallba IA-effellt ElYRAg 6Ysl\-peFie9. lll<A~' SysIl E3Fl~asllB6S1aR shall Rei arfest tRe &Jxpifall~

3.3 Delay IR PessesslaR, besser agrees Itl lise 116 eest semmsrslally FElas9Aa131tl affeFt6 Ie Eltlll\'eF-f*lSEi6ssltlA-ef..tR!H2FEIFllise&-te

l.e~FAaAStlmaAt Dale. If.rlIesplte-6akl afferl6, bassar Is YFlalll&-tlHlellveF-JlQS6eS61eA by SYsIl EIale, besGar silall Rat be sYiljeGt te aAY
11ahI1~refeli FIeF sRali-sYGMallYFEI-affest Ihe Yalkll~' sf IRIs-beat;e.eF-GRaRge tile explFSlIaA Dale. bell66HRall-Rel,-Rewe'l9r, be sbli!lClte~ Ie pay ReAl

sr perferm lis atllar aallial/9AlHIRlII--beS69HlaIlIJaRl passassleFl sf IRa PremlEi6EHlflll..aA¥-f*lllaa af FElF1t abatomeFlllhat ba~!kltReP,\4se Raila

aRjeyad sIlall Nfl~m IRa dale af dell'/ery af pesses&laR aFKl-6eRl!Rye far a flaRed equal Ie '...4Ial b8tj609-W6YkklJlerwlse l:llWa aAJeyeEI-IlFlEklF-tRe-terms

AeFe9frlIlII-miAYs SRy clays af delay 63ysed by Iha ssts af-QR'1lssleRs af bessea. If flessessillFl-l&-R9t4e1I¥eFEKil-wltllhHJ~&-aftertl=le Camll19RG8IRE1At

Qater-a6-tlle-6ame-may ge eKteAGerl4uldeF-llla.tem1&-Gf.-aAY 'A~rk be~slollecl lie (aaFtie&,-besseo-may, allte epll~lIs&-IAwllllAg 'IIllhl~

Elay&-afler IRe eAd af sloIllll 60 .clay ptlRed, 68llse~Is-beaaer-lA-oWltl6l-HlV6At-lhe-PartJ9&.shaU-tle-4lsGRarged I'mm all e9llgatlaR6-MFaUOOBF. If SIIGR

WJillSA-Relise Is Ret FElseIIJ6~SGGI'-WIIhIR salcl10 day period, bes6oo'G Fl8l*tG-llaAsel-sAall-termlR3lEl.-1f.ileS66ss19A-&f..tR&-l:lfemi6es-l64l~11Yere!I

wltI=IlA 120 days afteF-lRe CemmeRllEllREIF!t gale, tills lease Ghall-termlRale IIRr66S-GtR9HlgretlfMAt&-3~Gll6d-1letweeA-beS6GHlfld lessoe. IA 'J.'rltlAg,

:J.4 bo&&oQ CompliaPGo, l.e~l-Rgt-ll&4iKIYlreII-t~iYeJ:..p6ll66S619A-e~e-f4emI6e6 Ie lss66lH1Rtll-l.essaa-semJilQaB-WitM16

ellllgallaA-tB-f1FElYiEltHYklellGHf.!RSlIraAG&-{Fa!'afFapll 8.5). PeR9IAg4etI¥e!¥'9k\l6h-aYlEleRse,bell66e-sRalJ.!llH8qYlred-te-perferm-alkl~91lgal19A6

umleF-tllls baSES ~m aAEI afteF !he Start gals,...lRGludIRg-the paymeAt sf ReAt, RsmitR6laREIlAg4:essaRHllllGll~A-lG-WI«IRGId-poose~FIEI1Rg-Feselpi

ef.6usR elJIGeR68 ef IA6I:lRl~FlheF;-lf-t.essee-llH'eqylrell-ta-perfeRll-9ll)'-ell=let'-69RallleA&-flrl6fote-(lt'-69f\SlIFFSRi-wttll-tf.le-sta~ft-Qa«l

ERallllSSYF bYI be6ser-may.e1eet-t&-wllhhekI;iJB669661sA YRllI SysI:l ElsRefIlIBRlHlre-sati6lla6r

4. Rent.

4.1. Rent Defined. All monelary obRgatlons of Lessee to lessor under the terms of this Lease (except for the Securlty Deposlt) are

deemed to be rent ("Rent").

4.2 Payment. lessee shall cause payment of Rent to be recelved by Lessor In lawful money of the United Slates, without offset or

dedUCUon (except as specifically permitted in this Lease), on or before the day on which It is due. AlI-m9RoIar:raIRElYAt&-6RaI~E1Elli-tEl-tAe-AElaFB&l

wIlGIe-I1eIlafr-In the event that any Invoice prepared by L.essor Is inaccurate such Inaccuracy shall not consOlute a walvllr and Lessee shall be obligated

to pay the amount set forth In this Leasll. Rent for any perlod during the term hareof which Is for less than ona full calendar month shall be prorated

based upon the aclual number of days of said month. Payment of Rent shall be made to Lessor at Its address staled herein or to such other persons or

place as lessor may !'rom Ume to lime designate In writing, Acceptance of a payment which Is lass Ihan the amount then due shall not be a waiver of

Lessor's rlghts to the balance of S'Jch Rent. regardless of Lessor's endorsement of any check so slating. In the event that any Check, draft, or other

Instrument of payment given by L.essee to Lessor Is dishonored for any reason, Lessee agrees to pay to Lessor the sum of $25 In addlllon to any Late

Charge and Lessor, at lis opllon, may requlra all future Rent be paid by cashier's check. Payments wnJ be applied first to accrued late charges and

attorney's fees, second to accrued Inleres~ then 10 Base Rent, mSlllaR66 and Real Property Taxes, and any remainIng amount to any other oulstandlng

charges or costs.
4.3 AesoGlatielt ~e6, IA alllllUeR tEl lAe Ba~Atr-l=e6669-6haIl-;N!y-te-keSSGHl3Gll-moml:l-aFHlmeuRt-eqYal-te-aRY-OWReR;

aSSGGiatleIHlf.OORGemIRkJm-feelTlevlaHF-all66668Ek1galREI tile PFBml6Ss.-SakHAoRla~II-9B-f*l1dallRe salllel1me aRd-lIHREHlame-maAA~e

8ase-R9ftt.

5. $UGllflty goposlb be66S&4lalkle~eslkYJtR.be6&9HlpeA-9*aGYllafl-hereef.the-SeSlllllyD8pGSl~Rty-fer-be666e!&.faltJ:lM.pelf9rRlaRllEl

ef..ltHllllgatl6R6-l1flder-lRl&o6ea~ll66&-fal1sIe pay ReAtrer-elfll3lWlse-Qefayl(&-YfIEler-tRls-Yia6\'1.-l;essElr may YEi6r-3flply-e~lalA-all-er-aFlY-P9rlleA

ef-6a1a-sellYflly-OepGslt-fer IRe paymeAI af BAY amauFlk!Irea~Ye-be666li-feI'-ReAls-wl:tIGR-wlIl-be-dYe-lR-lh&-fl:llYFEl, aAE!I elF t9-f8lRlOOR>e-GF

aempeRsate-bessel'-fer-a~lasll~Aser-le6lHlr-Elamage-whlsll-be660F may SYffef09F-if1GY~IHRaFeef.. If bell66F-UllEJ6.oQr-app\les-all-er-aRy

paRleR sf lI=Ie SSllyfity-DeflQSll, le6ses 6Ilall-wll"'IA 1Q days sftsr-wRltefl-l'e{jYest-tRemfeF ll9fleelt meRle&-wIll:l-beBSefo6lll'fielellt-le-reBt9FEl-6a1I!-aeGYlil¥

QepGlllt Ie Iha full-am9llRt FeElYlfeEl-by-tl:lls bease. It tR&-8aae-ReRt-ll'lGf68S9EHl\lFlflg-lhe-taFll'l-Gf..tRl&-bease, LAlssae ERall,-upaF! wflUe~Y8st-fmm

beSSGF;-depot;lt-adElltl9Ral--moAles \·.~Ih bsssaF llEl lIlat tAe Ielal-amsYflI at «Ie-Se~pG6It GRail al alJ-tllRElG sear tha salR8-ilRlp~FtIeA-le-ll=le

1R6f6ased-8ase-Ra~s-.Illa-lRltlal-SellllFity gepesl bare ta !he IRlllal BS~R~allld tile Agreed Use l1a 3fMRaaG-te-aGGBmmaEiate a mateRaI

G!laRga IF! lAe IlYGlIless-ef.bee&elHlr-lG-3GG9mmadate-a.sYblsooee-aF-assi9fles. be6se~1 Rave Ille FlghHe-ffisrea&e-!ll&SesYFil.y Qaps&lt4e-llle-eKtaAI

Re~R beG6Sr's FElsstlRasl&-jlldgmaAI, te 3GsellFlt-feF allY InllFElaseli wGaF-aflQ teaF tRallJ:la I?rsmlGes may sllffer-aa a rElslllt lIlareef. If a sI:laAge-!A

GCIfllmk*-bessss BllllYRl ElYrlng-thls.lease aRIl fGllawlRg EYSR stlaRBe IRe flAaAslal G9R9l1lBR-ef-l.esaee-lS, lR l.essElAHeaseAa9!e-jullgmElAt, SI!)RllIeaAtly

FEIlN~esee-slla1kl8paslt.GYsR.aEltfltlenakReAles wlIR beGseF-a6-6haU-be-6YffieleF!t-te-saY&e-!ll&SellllRt¥-OafJS&ll-ta-Ile at a semmeRllalIy.reaseRaels

IGYeI-9aseEi-elHJYsIH;l:IaAg&-lR-flmlRllIaI-GeRElIIIIlR. b6SGer-6llaIl-Ret-QEH'9qlliFElG-le-keefHRe-SaGllFily-OepeGll-separate-ffe~RIlfaklBG9IlRls. '.~AIIlJA

gQ aays afteFol~tlA-eF-laFFFIIRSlieR-9f-ll:li6-l:eas&;-bell66I4lAaIl-FElwm IRal fle~Il~slt-R9t-Y66Ei-eF-aPflllalll1y besse~rklr
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tAe SeSlJfIty Depesit-shall-9EHlE1flsIEIllfQQ...ltHle-l:lalQ.lll-1Rlsl, to sear iflieRlGl-ef-tG.bEl-flRlp!J¥ffia~l'-a~eRles Ie B&-pald lay las6e8 "'Rliler !t416-lease..

6. Use.

6.1 Use. Lessee shall use and occupy the Premises only for Ule Agreed Use, or any other legal use which Is reasonably comparable

Ihereto. and for no other purpose, Lessee shall not use or permIt the use of tihe PremIses In a manner that Is unlawful. creates damage, waste or a

nuisance. or t!lat disturbs occupants of or causes damage to neighboring preml~;es or properties, QlRer tAaR 9'*'9, slgRal-aR1ke9lnfl eye segs, 69669B

shall-Rot-keBIl SF alIB'o'" IR Ille PfemISBS aRy pels. aRiRlal6rB~6:-fl6ll;-e~B&.-Lessor shall not unreasonably wllhhold or delay Its consent to any

written request for a modfficaUon of the Agreed Use. so long 8S the same wiD not Impair the structural Integrity of the Improvements on the Premises or

the mechenlcal or elecltlcal systems therein, and/or Is not significantly more burdensome to the Premises. If Lessor elects to wIthhold consent, Lessor

shall withIn 7 days after such request gIve written noUfication of same, which no,lIce shall Include an explanallon of Lessor's obJecllons to the change 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. lransportallon, or release, either by Itself or In combination with other materials

ellpecled 10 be on the Premises, Is either: (I) potentially Injurious 10 the public health, safety or welfare, the environment or the Premises, (II) regulated or

monitored by any govemmental authority, or (III) 8 basis for potentlaillablllly of Lessor to any govemmental agency or third party under any applicable

statute or common law theory. Hazardous Substances shall Include, but not biB Ilmlled to. hydrocarbons, pelroleum, gasoline, and/or crude all or any

products, by-products or li'acllons thereof. Lessee shall not engage In any iacUvity In or on the Premises which constitutes a Reportable Use of

Hazardous Substances Without providing l.t:~otwlth prior lI'rittcn notice thereof pureullnt to Sectlon 6:2(11) below tRe-elrpfll6&-flfklr-wFitteA-llllR69R~6&eF

and timely compliance (at Lessee's expense) wlU, all Applicable Requirements. "Reportable Use" shall mean 0) Ihe Inslallatlon or use of any above or

below ground storage tank, (II) the generation, possession. $lOrag6, use, lransportaUon, or disposal of a Hazardous Substance that requires a pennlt

from, or with respect to which a report. notice, reglslratlon or business plan t.s required to be flied with, any governmental authority, andfor (111) the

presence at the Premises of a Hazardous Subslance with respect to which any Applicable RequIrements requires that a nollca be given to persons

entering or otf,;upying the Premises or neIghboring propertIes. Nolwlthslandlng tha foregoIng, Lessor acknowledges that Lessee's current and past use
of the Premises has Involved and continues to Involve t1he use of Hazardous Sulbstances. Accordingly, "Reportable Use" shall not Include the presence

of. or the use. generation. p05sess!on, storage, transportation or disposal of. any Hazardous Substances or storage tanks of the types and for the

purposes currently Clr prevloullly used by Lellsee In connection with Its operatlons at the Premises. By signIng this Lease, Le$Sor. hereby ·consents 10
Lessee's continued use, generaUon, possessIon. storage, traosporlallon or dlspe,sal ofHazardoUS Substances and storage tanks of the types and for the

purposes currently C1r pnwlou$ly used by Lessee In connection wltlh Its operations at the Premises, as long as the use, slorage,transportlonand disposal
of such Hazardous SUbstances and storage tanks comply with all ApplIcable Requirements. NotwIthstanding the foregoing, Lessee may use any

ordInary and customary materials reasonably reqUired to be used In the normal course of the Agreed Use, ordinary office supplies (copier toner, liquid

paper, glue, elc.) and common household cleaning malerlals, so long as such use Is In compliance with all Applicable Requirements, Is not a Reportable

Use, and does not expose the Premises or neIghboring property to any meaningfUl risk of cont<lmlnaUon or damage or expose Lessor to any liability

therefor. In addition, Lessor may condltlon lis consent to any Reportable Use upon receiving such addftlonal assurances as Lessor reasonably deems

necessary 10 protect Itself, the publlIJ, the Premises and/or the environment agalnsl d<lmage. contamlnaUon. Injury andfor liability, Including, but not

limited 10, the installetlon (and removal 00 or before I.ease ellplratlon or termination) of protective modifications (such as concrele encasements) and/or

Increasing the Security Deposit

(b) Duty to Inform Lessor. If Lessee knows, or has reas'onable cause to believe. that a Hazardous Subslance has come to be

located In, on. under or about the Premises from and after the Commencement Data, other than Hazardous Subslancas of the types and for the

purposes currently Dr .prevlouely used by Lessee In connection with Its operations at the Premises, alldr other than as previously consented to by Lessor,
Lessea shall Immediately give written notica of such fact to Lessor, and provide: Lessor with a copy or any report, notice, claim or other documentation

which It has concerning the presence of such Hazardous Substance,

(c) Lessee Remediation. Sut!lectlo Lessor's obllgatlons relating to Hazardous Substances as stated In the Purchase Agreement.

from and after Ihe Commencement Dale, Lessee shall not cause or pennlt any' Hazardous Substance to be spilled or released In, on, under. or about
the Premises (Including through the plumbing or sanitary sewer system) and shall promptly. at Lessee's expense, comply with all Applicable

Requirements and take all Investigatory and/or remedial aellcin reasonably recl)mmended, whelher or not formally ordered or required, !lut; only to the

extent re'lulrcd I1y Applicable. Rc'lulrDmenta, for the cleanup of any contamlnaUon of, and for the maintenance. security and/or monitoring of the PremIses or

neighborlng propertIes. that was caused or materially contributed 10 by Lessee from and after the Commencament Dale. or pertaining to or involving any
Hazardous Substance brought onto the Premises from and after the Commencement OaleeklFIR~rm-ef-tI:II&-beaaa, by or for Lessee, or·any third

party.
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(d) Lessee Indemnification. Lessee shall IndemnIfy, defend and hold Lessor, lis agents. employees, lenders and grOUnd lessor. If

any, harmless from and agalnsl any and all loss of renls and/or damageli, IlabinUes, judgments. claims. expenses, penalties. and attorneys' and

consultants' fees ("ClaIms") arising out of or Involving any Hazardous Substance brought onlo the Premises by or for lessee, or any third party from and

after the Commencement Date (provided, however, that lessee shall have no Dablllty under this Lease with respect to underground migration of any
Haurdous Substance under the Premises from adjacent properties not caused or contributed 10 by Lessee). Lessee's obllgaUons shall Include, but not

be limited 10, the effects of any contamlnaUon or Injury to person, property or tile envlronment CfBated or suffered by Lessee, and the cost of

Invesllgallon, removal. remedlaUon. restoration andfor abatement, and shan survive the explraUon or termination of this LeasEl. No termlnatTon.

cancellation·or release agreement entered Into by Lessor and lessee shall release Lessee from Its obligations under this Lease with respect

to Hazardous Substances. unless specIfIcally so agreed by Lessor In writing at the time of such agreement. The foregoing lndemnilicallon

speclncaUy excludes Claims relallng to Hazardous 5U~9tanCll5 Ma\eFlals-that existed In, on, above, under or about the Premises prior to the

Commencement Date.
~1laffi!!!llGa119a.--t-e&Sel'-6Ra'l-felaIR-fe&peRsI9lIlty-aRd flay rer IRI"estlgallsfl&-9I'-RilmeElIall9lHlleaSYRJIl-F6~~

§9Y6mmeAlaklgeRGles lla'.tfAg jllfl~lGII9l'\-WlllHeSflBSt te \l:ls slIlsleASB e~R1ell&-SYbsla~seG-f*lar>-t9-lRe-G9mmeAGQmeAt-Qate

BA~U·lAdemRlfy, defeA£l;-1:eJmby.me SAd llelrl-bessee,..lls-9mpleYS8S aAd-l6R~m:lless fi=em aREI agalAst-aRy-aAd-aIJ..eAYlmAn\8flta!-dam3ijes,

IMll:lglftg4l1~kemadlatlQflr'NtlldHeslllt--ffem H;gardeYs-SYIl6laRse&-Wtl1liJ:HH;i6tell-eIl-lRe ~remlse&-f*l~&-Gemm8R68ms'*-Oaler-a/k1e

pFeYlIla9-lR-lflEHZuFeha&e-AgreBfll8fl1. bes69r IRdemRlf.IsatlsR, be668F-aReI 100 SYGfla668re-amkl6SlSfl&-Glla~AdeRmIfy,4efeREIr-RllmbYFS6-BAli-Hekl

bessee, Its amployEl6&ilRd-I8fldem;harmlese-freR:HlRH!J'IIR&t-aA}'-aAHlkllWlremmlFllakiamages,-loolWlR§-\l:l64:G6klf.remeEllatleR,-WhlGil-tesylt-ftgm

Waea~~5laAses-wRl~EklR-lAa-PreflllseG-f*lar>-to-bessee'e SEiSllpaAsy-er-wIlI6R-af&.GaIlll9E1l1y the gfQEIG-fl8!lIigeA~lflll-ml6GllAdt.lllt-ef

be668rrlts-ageAta-er-emp!eyeeBr4e668F&-OO1lgatlIlAs, se aRd 'NllS~lllre9-ily-tA~IGallI~lllremaAtsr-sllall-lRsltlge, but RSf..be.llmiteel-tt;l,-llte

eest-ef.lfweeligalleAI rSfIlEMlI, remedlallaArrestaralieR 8AelJer aealemeRl;-aA9-sha1l'6Ilrvllls Ille aKJllf:atleA-6F-teFmlAatl9fHl~Is-l.ease.-.

(f) Investlgallons and RemedlaUons. bassar BRall relalr!-lhe-respclAslbllll1fartli-pay-feHA}'-lAll66llgallsAHf-l'elflQ£ilatleR msasyres

fl*jYlreEl lil~' gSY9R'1ffieRtal-eRtltleB-offiwlt1j-Jl:lflsdk;UIlA '.'JItI:l fEl6flssi te-IRe-axl6teR6flooGf...I;Ia;mfElSy&-SWstaI\BllBllA Ole' PF8mlse5-fJfier fa lessee's
eGGllpaRsy,YRIe&6-6YsR4emeQIaIleR fIlsa6\IRH&-feql;lIFGEl-aG-a-f96Ylklt'-l:ell6ee's 1oI6S (IRsiloldlRfj ·,A.lteFatl~HellRell:-lR-pafa!lFiapR-+.3(a}-6elewt-ef

Il:Ie F'RlmlseBr-lfHYhlGl:l-eYeRl-bessBs sl:Ialf....9a...respeRSlble-fBF-OllGI:I fla~'IfIsm,. lessee shall cooperate fully In any 6UliR-asllllllles InvesllgaUons or

remedlallon measures reqUired .by governmental entilles having JUf'isdlcllon with respect to the existence of Hazardous Substances on the Premises at
the request of lessor, Including allowing Lessor and Lessor's agents to have reasonable access to the Premises (6u17ject to thellmlt9 de5crl~6d In t1ectlan

3217elow) at reasonable Urnes In order to carry out I.es&eRrllWesllgall\'8 BR9-rBmeEIlaI-l:e&p9R&lbliltlesany such acUvJlies.
(g) Lessor Termination Option. If a Haurdous Substance Condition (see Paragraph 9.1 (e» occurs dUring the term of this Lease.

unless Lessee (s legally responslble therefor (In which case Lessee shall make the Investlgallon and remedlaUon lhereof required by the AppUcable

Requirements and this Lease shall continue In full force and effect, but sUbject to Lessol's rights under Paragraph 6.2(d) and Paragraph 13}, Lessor

may,at-beBSa~IaA; 'ball either (I} Investigate and remedlale such Hazardous Subslance Condition, If required. as soon as reasonably possible at

Lessor's expense, in which eventlhls Lease shall continue In full force end effect unl600 termfnated I>y LeascD Da provldad ~elow, or (II) If the estimated cost

to remedlate such condition exceeds 12 times the then monthly Base Rent or $1,OOO.OOO~Q. whichever is grealer, give written notice to Lessee,
wllhln 30 days after receipt by Lessor of knowledge of the occurrence of such Halardous Substance Condition, of lessor's desire to tef!tllnate this

Lease as of the date 60 days following the date of such notice. In the event Lessor elects to give a termlnaUQn nollce, lessee may, within 10 days

thereafter, give wrillen nollce to Lessor of Lessee's commitment to pay the amount by which the cost of the remediation of such Hazardous Subslance

CondlUon exceeds an amount equal to 12 Umes the then monthly Base Rent or$1,OOO,OOO~G;WG, whichever Is greater. lessee shall provide Lessor
with said funds or satisfactory assurance thereof within 30 days following suCh commltmenL In such evenl. thIs leass shall continue in full force and

effect. and Lessor shall proceed to make such remedlallon as soon as reasonably possible after the required funds are available. If Lessee does not

gille such oollce and provIde the required funds or assurance thereof within the lime proVided, this lease shall termlnale as of the date specilled In

Lessots notice of termlnallon. If 1.6!l60r doe!l not: terminate thIs I.t;tl61:' 116 provided In thl9 paragraph, If thll Hazardous 5uP!ltallGD Condition or tile rlll\ulred or
proposed rllmlldlatlon tbereof would materially and Mvllrll/lly affect l.aeElcue (lGC oftht: Prllml5e5 for Ita lntlsnde:d pUrpo51lS, 1.6!l!l61l may eleCt. to termInate this lease

I>y providing Le!l50r with IYI'ltUn notlce WIthin thirty (150) daye aft;cr LellllIlC'& n:celpt or notlce of le!i50r's propollcd r~mcdllltlon plan, Or withIn e!Kty (60) daya after

LIl55&:'!l receIpt of notIce of t:ho HaUlrdous Su1761OS/Ulll COndition, whlchc:vcr l!llster. For thc avoIdance of doul7t.U1c HSZIlrdou5 5ubst:ancc COndition eKl!ltlng on the:

ComllUlllcemClnt Oll1:l:' shall not l\ualllY 119 a Hszal"doUll 5u17l1tllnce Condition undel" til/IS Ulase.
6.3 Lessee's Compliance willi Applicable Requirements. Except as otherwise proVided In thIs Lease. Lessee shall, at Lessee's sale

sxpense, fully, diligently and In a timely manner, materially comply wlth all Applicable ReqUirements, and Ihe requirements of any applicable fire

Insurance underwriter or rating bureau, aRG the F8GemmendatleAs af besser's engineers and/or saAsblltants wllisl:l Felale In aAy maAner to
tltlHiYSJ:l RequifemeAts;-wlthout regard to whether such Requirements are now In effect or become effective after the Start Date. Lessee shall, within
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.w 30 days after receipt of rcsllOnablt: besseF%-wrilten request from Lceaor, provide Lessor WIth copies ofall pannUs and other rcaeona17lc documents. and

other teallOnablc InfonnaUon evidencing Lessee's compliance with any Applicable Requirements specified by Lessor, and sI1alllmmedlately opon receipt,
notify Lessor In WliUng (with copies of any documents Involved) ofany threatened or actual claim, noUce, cltaUon. wamlng, complaint or report pertaining

to or Involving the failure of Lessee or the Premises to comply with any Appllcablle Requirements. Likewise, Lessee shall Immediately give wollen notice

to Lessor of. (I) any water damage to Ihe Premises and any suspected seepag1i'l, pooling, dampness or olher conditIon conducive to Ihe production of

mold; or (II) any mustiness or other odors that might Indicate the presence of mold In Ihe Premises.

6.4 Inspection; Compliance. Lessor end Lessor's "Lender" {liS defined In Paragraph 3D} and consultants shall have the rlghtto enter

Into Premises at any time. In Ihe case of an emergency. and otherwise at reasonable limes afteHeaS9R31l1e-R9lll;e; (eubJcct to "tha limite deflGribcd 'n

5cctlan S2 I7clow) for the purpose of Inspecting Ihe condiUon of Ihe Premises and for verifying compliance by Lessee with Ihls Lease. Lessor and

Lessor's Lender and consultants shall take all commercially reasonable steps not to Intenere with Ihe operanon of Lessee's bas6eFs-buslness. The cost
of any such inspections shall be paid by Lessor, unless a vlalaUon of Applicable Requirements. or a Hazardous Substance Condltlon (see paragraph

9.1) 15 found to exlst-6l'obe-lmmlfl6Rt. or Ihe InspectIon Is requesled or ordered by a govemmental aulhority. In such case, lessee shall upon request

reimburse Lessor for Ihe cost of such Inspection. so long as such Inspecllon Is masonably related to the violation or contamination. In addinon, Lessee

shall provide copies of all relevant material safety data sheets (MSDS) to Lessor within 10 days of the receipt of a written requestlherefor.

7. Maintenance; Repalrs,Utlllty Installatlonsj Trade Fixtures and Altl~ratlons.

7.1 Lessee's Obligations.

(a) In General. Subject to the provisions of Paragraph ~;;eAGltlaA), 2.3 {CeRlplfaAl;e}. 6.3 (Lessee's CompllancB with Applicable

RequIrements), 7.2 (Lessor's ObllgaUons), 9 (Damage or Destruction), and 1-t (Condemnation), Lessee shall, at lessee's sale expense, keep the

Premises, UUllty Installations (intended for Lessee's exclusive use, no matter where located), and Alterations In good order, condillon and repair

(whether or not Ihe portion of the Premises requlnng repairs, or the means of (l~palring the same, are reasonably or readily accessible 10 Lessee, and

•whether or not the need for such repairs occurs as a result of Lessee's use, a~IY prior use, the elements or Ihe age of such portion of the Premises),

IncItJdlng, but not limited to, all equipment Dr facllllles, such as plumbing, HVAG equipment, eleclrlcal, IlghUng facilities, boilers, pressure vessels, fire

protection system, fixtures, walls (Interior and sxtenor). foundatIons. ceilings, roofs, roof drainage systems, Ooors. windows, doors, plate glass, skylights,

landscaping, driveways, parklng 1015, fences, retalnlng walls, signs, sidewalks land parkways located In, on. or adjacent to the Premises. Lessee, In

keeping the Premises In gOod order, condlllon and repair. shall exercise and pelfonn good maintenance pracllces, specifically Including Ihe procurement

and maintenance of Ihe service contracts requIred by Paragraph 7.1(b) below. L4i'lSSee'S obligations shall Include restorations, replacements or renewals

when necessary to keep !he PremIses and all improvements Ihereon or a part thereof In good order, candilion and state of repair. Lessee llhall, during

·_··Ih-eterrnoTihIS1ea~e.-keep-lhe-axterior-appearanceoilhe6UII(jing·illafti6kiaS&condlliDii(jncludfng~-e~g:-graffjuiemovai)Ci:iiiSlstenrwiihUieextertor·

appearance of other sImilar facilities of<:omparabJe age and size In Ihe vlclnlty, Including. when necessary, Ihe exterior repalnUng of the Building.

(b) Service Contracts. lessee shall, at Lessee's sole expense, elthtlr procure snd maintain contracts, with copies to Lessor. In
customary form and sl,lbstanc::e for, and wllh contractors speclalizlng ..nd experienced In the maintenance of Ihe follOWing equipment ..nd Improveme.nts,

If any, If and when Installed on the Premises or retaln rell50nably quallfled on'"6lte f.tllffto maIntain: (I) HVAC eqUIpment, (II) boller, and pressure vessels,
(III) Rra extinguishing systems, Including Rra alarm andlor smoke detection. (Iv) 113lndscaplng and Irrigation systems, (v) roor covering and drains, and (Vi)

clarifiers. MawaYaF;-b8ssaH'6S61W&-1J:19-1'i~ElA-RGlkle-te-beS&eet-te-pfa!AA'<;..aRli-malAta~f-8l1-6f..Q1GIHleFYIGB-6l3atralltG;-aRl!---l:essee-sAaII

F8IRlb\lfSe-I.e~MIemaREl;-faF-#le-GgsWl6l'6gf.

(c) Failure to Perform. If Lessee falls to perform Lessee's material obligations under thIs Paragraph 7.1, Lessor may enter upon
the Premises after 10 days' prior written nollce to Lessee (except In the case of lin emergency, In which case no nollce shall be required), perfolTl1 such

obllgalfons on lessee's behalf, and put the PremiSes In good order, condlllon and repair, ane! Le5$se shall promplly pay to Lessor a sum equal 10 110r.

44fi!l(, of the cost thereof.

(e) R41fllaGemeRt.-&lb)e~ssee!6-ltlsEllM!fi6alI~IS68F-B&-66t-fet:tJ:1.lR-J2aFagfapJ:Hl,+.llelaw,-.;lA9-wftlleut-falla>JlRg-kessee

ef..llabll~lUAg-ffGFR-bessa&6-fallllfe-tG..ellefllI6e aRE! fleffel:m-i:lee4-!JlaIFllElflafise jlFaGlises,-lf-aR-ilellT-BeliGRbed If! PaFail~h 7.1(1;)) GaRRat-be

fElf*llmMtRer thaR at a easl whlGtrl~ss af 00% ll~el sf FelllaGlR!~RljtheR sysI:lltem sAa~plaeeQ by Lesoon-aflEJ..tRlH>i;)el

~el'Qef.6RaJl..be.fJmsted-batweeR the FlaFUes-aRd-bessaa-sJ:lalklAly-9a-e1l1lgateIJ' Ie pay, easl:l RlllRlh dllRRlllhe fGRlalRgeF-llJ.tl:le laRA-of tRio-bea6Elr9R

tHe date aR ·.·.'lIlsIIl:la69 ReAl Is eYe, sR aR'l9Y~~mElllsl at Rllll~lg-tRe Gael af 6YGA replaseFReAt by a fFastleRrlA9-ffilmBf8te~1GM6

~eRllRalar efwhlcl:l-l&-'l441f~ElHl'leRll:l}.-beS68B-6lla11 pay IRlefa61-9~!IRlQ~IaAG&-b~fa~
aellgallaR-at-eAY-UfR.&.

7.2 Lessor's Obligations. Subject to Ihe provlslons of Paragraphs ~AdltlaR), 2,3 (GempllaAGB); 9 (Damage or Destruction) and

14 (Condemnation). It Is Intended by Ihe Parties hereto Ihat lessor have no oblltraUon. In sny manner whatsoever. to repair and maintain Ihe Premises.

or Ihe equlpmentlhereln, all of which obligations are Intended to be that of the Lessee. It Is the Intention of the Parties that the leons of thIs Lease

PAGE70F25

INITIALS

(5)2001 • AIR COMMERCIAL REAL ESTATE ASSOCIATiON

INITIALS

fORM STN·13-3/10E

Case 9:16-bk-11912-PC    Doc 211    Filed 03/01/17    Entered 03/01/17 15:32:44    Desc
 Main Document      Page 70 of 121



govern Ihe respective obllgallons of the Parties as to maintenance and repaIr of the Premises, and they expressly waive the benefit of any slaMe now

or hereafter In effect to the extent Ills InconsIstent with the terms of this Lease.

7.3 Utility InstallatIons; Trade Fixtures; Alterations.

(a) Definitions. The tenn "Utility Installations" refers to all noor and window coverings, air andlor vacuum lines, power panels,

eleclrlcal d1sbibuUon, security and fire protection systems. communication cablln~, UghUng Ilxtures, HVAC equipment, plumbing, and fencing In or on the

Premises. The tenn "Trade Fixtures" shall mean Lessee's machinery. aM equIpment and other personal properly used In connecllon with Lessee's

acUvlUes at the Premises that can be removed without doing material damage 10 the Premises. The tenn "AlteratIons" shall mean any modmcallon of
the Improvemenls, olhar than Utility InslallaUons or Trade FIxtures, whether by addRion or delellon. "Lessee Owned Alterations andlor Utility

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

(b) Consent Lessee shall not make any AlteraUons or Ullllty Inslallatlons to the Premises without Lessor's prior written consent.

Lessee may, however, make non-slruclural AlteraUons or Ulllity Inslallations t~a-lRteR9f-Gf Ihe Premises (excluding lite roof) without such consent but

upon notice to Lessor, as long as they are not visible from the outsIde, do not Involve puncturing, relocaUng or removing the roof or anyexisting waifs,

will not affect the electrical, plumbing, HVAC. and/or life safety systems. and the cost of any such non-structural Alterallon or Ulllity InstallaUon does not

exceed threa(5)~ months' Base Rent.aREl-llle-Gllffll:lJati.ve..aesHReR:l9k1I1Fi~IG-bease-a&-ellteRl':lea E1aes Ret BKGeea a SIlffi-efllllll-l9-3-m9R~

8alle-ReA~a-a!¥.lI'Qgata.GF-a-6Yffi-6EfU3I-lfJ..e_e~&eoReA~lHlAY-Gll&-y9a'" Notwithstanding the foregoing, Lessee shall not make or pennlt

any roof penetrallons ~AGlaII-aRYttlIAg eA tIl&-fG9f without the prior written approval of Lessor. so long as the fees and costs or Ihe conlraclor

chosen by Lessor are not greater then the esUmates provided by other contractors obtained by Lessee. Lessor may, as a precondition to granUng such

approval, requIre Lessee to utilize a contraclor chosen andlor approved by Lessor. Any AlteraUons or UlIIlty Inslallallons Ihat Lessee shall desire 10

make and whIch requIre the coosant of the Lessor shall be presented 10 Lessor 1(\ wrIttetl fonn wllh detailed plans. Consent shall be deemed

condlUoned upon Lessee's: (I) acquiring all applicable governmental pennlts, (II) furnIshing Lessor with copies of both the pennlts and the plans and

speclficaUons prior to commencament of Ihe work, and (i1Q compliance with all conditions of said permits and other Applicable ReqUirements In a prompt

and expecllllous manner. Any AltetaUons or UUllty Installations shall be perfonned In a workmanlike manner wllh good and sufficient malerials. lessee

shall prompUy upon complellon furnish Lesoor with as-bullt plans and spectncallons. FeF-wafk..whlG!r6a&t&-aA-aRleIlRt fR eXGElss-&l'-eAe-meRlR!6-iase'

~Fltl lesser may GElAditieA Its seAseAt-llps$&&e&i*9\'ldiAg-a-lIeFl-aflEl-6eRlpleIlGR lleRG-{IHIR-ameIlAHlqllal-t94fi~e-e&tl~6l-eHYsR

AlleRltloA SF Utlllly 1A&la11ali9lHl~A-I.e~9&t1Rg.aA-aElElIlIeRal-SaGYllty gefiesft .....111:1 baB69N

(c) LIens; Bonds; Lessee shall pay, when due, all claims for labor or materials fumlshed or alleged to have been fumlshed to or for

Lessee at or for use em the Premises. which claims are or may be secured by any mechanIc's or materialmen's lien agalnst the Premises or any ln~erest

therein. lessee shall give Lessor not less than 10 days noUce prior to the commencement of any work In, on or C1bou.t the Premises, and Lessor shaH

have the right to post nollces of non-responsibility. If Lessee shall contest the validity of any such lien, claim or demand. then Lessee shall. at Its sole

expense defend and protect Ilself, Lessor and the Premises agaInst the same and shell pay and satisfy any such adverse JUdgment that may be

rendered thereon before the enforcement thereof. If Lessor shall require, Lessee shaH fumlsh a surety bond In an amount su~clant to cause such \len

10 be removed from tha Premlses.equal (g 150% ef ~e amlMl~~AtestaS-lleAimaim 9Hemamlt-lABeAmlfyl~66eHgaIFlSl-liablllty..feF-lRe

Elama.-"-be&66F-l1les!s (g paFtlslpate-lIHlRY SllsR actlGRrl:e669906tla1l;3ay-l.esoar's reasoAal:lkH!lWmey&:-feas-aAG-Ge615.
7.4 Ownership; Removal; Surrender; and Restoration.

(a) Ownership. Subject to Lessor's right to require removal or elect ownership as hereinafter provided, all Alteraftons and UUllty

Inslallallons (but speclfically excluding Trade Fixtures) made by Lessee shall be the property of Lessee, but considered a part of the Premises. beS69F

may, at aAy t1mereleet IA wilting te be lAo e.....Aer af all Elr any speellleel paFt ef tIle-t:eSS9e-OWfled-AlteratloR6-BAd-Y~1IaU9A6t-Unless othefWlse

Instructed per paragraph 7.4(b) hereof, all Lessee Owned Alterations and Utility Installallons (bul specifically excluding the Trade FIxtures) shall. at the
expiration or tennlnatlon of Ihls Lease, become the property of Lessor and be surrendered by Lessee wllh the Premises.

(b) Removal. By delivery 10 Lessee of written notice from Lessor nol earlIer than 90 and not later than 30 days prior to the end of

the tenn of this Lease, Lessor may require that any or all Lessee Owned Alterations or Ullllty Installations be removed by. the expiration or tennlnallon of

this Lease. Lessor may require the removal at any time of all or any part of any lessee Owned Alterations or UUllty Installations made without Ihe

required consent.

(c) Surrender; Restoration. Lessee shall surrender the Premises by the explrallon Date or any earlier termlnatlon date, with all of

the Improvements, parts and surfaces thereof broom clean and he of debris, and In comm"rcllllly rOBllonallkl geea.operatlng order, candlllon and slate of

repair. ordinary wear and tear excepted. "Ordinary wear and tear" shall not Include any demage or delerioraUon that would have been prevented by

commercially rcallOnllll'e geed malnlenance pracllce. Notwithstanding the foregoing, if thIs Lease Is for 12 monlhs or less, then Lessee shall surrender the
Premises In the same condlUon as delivered to Lessee on the Start Date with NO allowance for ordinary wear and tear. Lessee shall repaIr any damage

occasioned by the Instal/aUon, maIntenance or removal of Trade Fixtures. Lessee owned Allerallons and/or Utility Installatfons. furnishings, and
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equipment as well as the removal of any stoJCIge tank Installed by or for lessee. Lessee shall completely remove from the Premises any and all

Hazardous Substances brought onto the Premises by orfor Lessee, or any third party (except Hazardous Substances which were deposited via

underground migration ftom areas outsIde of Ihe Premises) to levlll!! ""C"!lllaIY 1<1 CaU51: the PremJae5 to comply \Vi$h Applicable RequlrliOment5.-6Y~
fiIlM'Ial-waYlli FeqlllFe lessee te PaRGRIHI~F weFk Ulat exseel'J6-6taMefY-f9ltlllremeRl6r-Any remediation of Hazardous Materials In the

Improvements, soils or water of the Premises shall be as required by Applicable law. Trade Axtures shall remain the property of Lessee 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 10

have been abandoned by Lessee and may be dIsposed of or retained by Les:;or as Lessor may desire. The failure by Lessee to IImely vacate Ihe

Premises pursuant 10 this Paragraph 7.4(c) without the express written consent lof Lessor shall conslllute a holdover under the proVisions of Paragraph

26 below.

8. Insurance; Indemnity. NOli; Alb OF AR.+ICbi 8 IS SY8J&CT +0 RtWIQIl.' BY liSSili'S INSURANCE GARRIIiR,
8.1 Payment For Insurance. Lessee shall pay for atl Insurance requlrad under Paragraph B. exoopt Ie Ihe exteAkl~st

altRtAAable-te-l~RSYfiIR66-6afflllli by besser YRder Par-aB!'3P~ 1l.2{b) Ill- ell6e66 Elf $2.0oo,Qoo P~FFllllGST- Premiums for potlcy periods

commenclng prior to or extending beyond the Lease term shall be prorated 10 correspond 10 the Lease term. Payment shall be made by Lessee directly

to the In!lurer or Irt!lurere. te-be669l'-WllRIA4lkIays.fellew~G6Ipt-ef.aA-lRVel6Eh
8.2 Uabllity Insurance.

(a) Carried by Lessee. Lessee shall obtain and keep In forc:e a Commercial General Uablllly policy of Insurance protecUng Lessee

and Lessor as an addll/onallnsured against claims for bodily Injury, personal InJury and property damage based upon or arising out of the ownership,

use, occupancy or maintenance of the Premises and all areas appurtenant therelo. Such Insurance shall be on an occurrence basis provldlng single

IImlt coverage In an amount not less than $2,.,000,000 $1.QQQ~gG per OCalrTenice with an annual aggregate of not less than $5,000,000 $3;QOOtQllG.
Lessee shall add Lessor as an addiUonallnsured by means of an endorsemenlt at least as broad as the Insurance Service Organization's "Additional

Insured-Managers or Lessors of Premises" Endorsement. The policy shall not contain any Intra-Insured exclusions as between Insured persons or

organlzallons. but shall Include coverage for lIablllly assumed under this Lease! as an "insured c;ontract" for the performance of Lessee's indemnity

obllgallons under this Lease. The limits of said Insurance shall no~ however, limn the lIablJlty of Lessee nor relieve Lessee of any obllgallon hereunder.

Lessee shall provide an endorsement on lIS liability pollcy(les) which provides th;~t Its InsuJClnce shall be primary 10 and not conlrlbutory with any similar

Insurence amed by lessor. whose Insurance shaH be considered excess Insurance only. NotlVlth!itandlnll the for/leolng,!.es;ge/l may <llee\; to Cllny II policy
ofCommercial Generlll !.labillt.y Insurance with limits ofOne Minion Dollare ($l,OOO,OOO) pCI' OCClJtrence and an snnualllti!!IrllgBte ofTwo Millon Dollara ($2,000.000),

and to maintain the aMltlonal COV"'"B!lC rliOl\ulred by $/00 paragraph through one or more umbrella pollcleg•.

(b) Carried by Lessor. Lessor may. at: l.ee90r'fI C06t. 6Ila1l maintain liability Insurance as described In Paragraph 8.2(a), In addlllon
to, and not In lieu of, the Insurance required to be maintained by I..essea. Lessee! shall not be named <IS an addItional Insured therein.

8.3 Property Insurance - Building, Improvements and Rental Value.

(a) Building and Improvements, The Insuring Party shall (,btaln and keep In force a policy or policies In the name of Lessor, with

loss payable to Lessor, any ground-lessor, and to any Lender Insuring loss or damage 10 the Premises. The amounl of such Insuranoe shall be equal to

the fulllnsurabJe replacement cost of the Premises, as Ihe same sha» exist from lime to time. r9i'-lRe-amel-lAt4eqYlFed-by-a~FlElefr aut-lA-fllHMlRt

FIlGFe-tI:t£Ul-lI:lS GGRlFFlsrGlally-rea6eRab/&-allll-avallable-iRSYfabI9-l.'8l1le-UlereGh ILessee Owned AlleraUons and UIlIlIy Installations, Trade Fixiures, and

Lessee's personal property shall be Insured by lessee not by Lessor. ~6-llE~r-a§&-lIHlVBlIa&le-aREkeFllffieF6lally.appFepfiaIe;-6Y6R Such policy or

polleles shall Insure against all risks of direct physical loss or damage (Ilxcept the peril!:! of flood anator ."llrthqlla~liO unl699 r"'1ulred toy II Lender).
{IA6kld~,* ~1s-4-ftaed alldlGF eaRIlE/Wke unless reqwlrael ay a baAG:sF), Including coverage for debris removal and the enforcement of eny

Applicable Requirements requiring the upgrading, demollllon, reconstruction or !replacement of any portion of the Premlses as the resull of a covered

Joss. Said policy or pollcles shall also contaIn an agreed valuation provision In UEIU of any coinsurance clause, waiver of subrogaUon, and Inflatlon guard

protection causing an Increase In Ihe annual properly Insurance coverage amoLlnl by a factor of not less than the adjusted U.S. Department of Labor

Consumer Price Index for All Urban Consumers for the city nearest to where Ihe Premises are located. If such Insurance coverage has a deductible

clause, the deductible amount shall not exceed $5,000 per occurrence, and Lessee shall be liable for such deducllble amount In the event of an Insured

Loss.

(b) Rental Value. The Insuring Party shall obtain and keep 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 wllh an extended period of Indemnity for an additional 180 days ("Renlal Value

Insurance"). Said Insurance shall contain an agreed valuallon provision In Jleu of any coinsurance clause, and the amount of coveJCIge shall be adjusted

annually to renect the projected Rent otherwise payable by Lessee, for Ihe nexl12 month period. Lessee shan be liable for any deducllble amount In

the event of such loss.

{vl Adjac:;oRt PreFFllslIs, If lR&-P-FeFlll6es-aFei*lrH!H:HaFQElF-l~l!IkIlRgrGFoO~gFellfJ-Gf-Ill-ilklirlgs.ewA~EGllr-wl:lIGh-aFlHldjaG(lRI
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Illlhe Premises, the lessee shall flay fGr any IAGfllsSS In I/1s preml\lms fer lila flFefleR¥-lRsura~f SYGllllYlI('jIA~lkllAlJS If ealEl-iAGFe3S9-lH3\l6GEl

by bU6&ue's a6lsr9mlsslell&r-US9 Sf' esoop3m:y Elf lila ftIamlsas,

8.4 Lesses's Property; BusIness Interruption Insurancej Worker's Compensation Insurance.

(a) Property Damage. Lessee shall obtain and maintain Insurance coverage on all of Lesses's personal property, Trade Fixtures,

and Lessee Owned Alterations and Utility InstallatIons. Such Insurance shan be full replacement cost coverage with a deductible of not to exceed

$1.000 per OCCUlT9llce. The proceeds from any such Insurance shall be used by Lessee for the replacement of personal property, Trade Fixtures and

Lessee Owned Alterations and UIlUty Installations. Lessee shall provide Lessor with written evidence that such Insurance Is In force.

(b) Business Interruption. lessee shall obtain and malnlaln loss of Income and extra expense Insurance In amounts as will

reimburse lessee for direct or Indirect foss of earnings ettrlbutable to all perlls commonly Insured against by prudent lessees In the business of Lessee

or attributable to prevenllon of access to the Premises as a result of such perils.

(c) Worker's Compensation Insurance. Lessee shall obtain and malnlaln Worker's Compensation Insurance In such amount as

may be required by Applicable Requirements.

(d) No Representation of Adequate Coverage. Lessor makes no represenlallon that the limits or forms of coverage of Insurance

specified herein are adequate to cover Lessee's property, business operatlons or obligations under this Lease.

S.5 Insurance Policies. Insurance required herein shall be by companies maintaIning during the polley lerm a "General Policyholders

Rallng" of at least A-, VII. as sel forth In the most currenI Issue of "Besl's Insurance GUide", or such other rating as may be required by a Lender.

Lessee shall not do or permit to be done anything which Invalldetes the required Insurance policies. lessee shall. prior to the Start Date, deliver to
Lessor certified caples of polIcies of such Insurance or certtncates with copies of the reqUired endorsements evidencing the existence and amounts of

the required Insurance. No such policy shall be cancelable .or subJootlo modlficallon except after 30 days prior written noUce to Lessor. Lessee shall, at

least 10 days prior to the expiration of such policies. fumlsh Lessor with evidence of ~enewals or "InsuraflCe blnders" evidencing renewal thereof. or

Lessor may order SUClh Insurance and chalile the cost thereof to Lessee. which amount shall be payable by Lessee to Lessor upon demand. Such

policies shall be for a term of at least one year, or the length of the remaining term of this lease, whichever Is less. If ellher Party shall fall to procure

and maintain the Insurance requIred to be carried by It, the other Party may, but shall not be required to, procure and maIntaIn the same.

8.6 Waiver of Subrogation. Without affecting any other rights or remedies, Lessee and Lessor each hereby release and relieve the

other. and waive their entire right to recover damages agalnstlhe other, for loss of or damage to Its property arising out of or Inoldent to the perils

required to be Insured against hereIn. The effectof such releases and waivers Is not limIted by the amount of Insurance carned or required, or by any

deducUbles applicable hereto. The Parties agree to have their respective property damage Insurance carriers waive any right to subrogallon that such
_m n_ --------comPanles may have against LeSScWiir-Cessee;-asfhecasemaYbe. so 1009 as the insurance Is not Invalklated thereoy;-------------------------------~~------·

8.7 Indemnity,

(a) Except for lessor's gross negllgence or willful misconduct, Lessee shall Indemnify, protect, defend and hold harmless the
Premises, lessor and 115 agents, Lessor's master or ground lessor. partners and lenders, from and against any and all claims, loss of renls and/or

damages. llens. jUdgments. panalUas, attorneys' and consullants' fees. expenses and/or llabllitles arising out of, InvolVing, or In canoecllan wllh, the use

and/or occupancy of the Premises by Lessee. If any action or proceeding is brought against Lessor by reason of any of the foregoing matters, Lessee

shall upon noUce defend the same at Lessee's elCpense by counsel reasonably satisfactory to lessor and lessor shall cooperate wllh Lessee In such

defense. Lessor need not have first paid aoy such claim In order to be defended or Indemnltled.

(b) Except for Lessee's gross negligence or willful misconduct, Lessor shall Indemnify, protect, defend and hold harmless the
PremIses and Lessee and Its agents, from and against any and all claims, damages, lIern>. judgments. panaltres, attomeys' and col1$ultants' fees,

expenses and/or llabllitles arising out of. Involving. or In connecUon wIth Lessor's sct1vltlcfi on 'the PremI91117. other thllll thOfiC olIctIvltlt:9 related to 'the

rllrnlldlatlon of Hazardous 5uln;tane:tlS under the f.'urchsfic AgrllMlllnl;; provided, however, If Ul550r !Selle tho Preml!5e5 and III collnec;t;lon with !luch llllk: the purcbseer

seeumll9. 'n writing, Ul511or'!7 obll{latlone under the Purchaeo Agreement relatlne to tho remediation of Hazardoue 5uln;tances (but; without Implylng any obligation of

lIleeor to ti.au511 a purcltaacr 1:0 assume llUtih ol:rllelitlonll). tha Indemnification prOVided In thiG paragraph llhllll InchldlHl1I llGtlvltlllll of Lee!'JOI' on tho Prllml!5es.

IncludIng actlvltlell related 1:0 the remediatiOn of HlIZZlrdoufi 5utletllttCIle undllr the Purcllaee Agre"l1IIlnt. -fallIlRH9-f9mealate Mai!anIQ\ls MatBRaI&-eA-the
12RmI16elKlA-tl'l&-GammSRS9ffiSAI Dale as rsqY!faIklRd6F-llle-f2lirQlasa-AgreameAt-t If any aellon or proceedIng Is brought against lessee by reason of

the foregoing matters, Lessor shall upon nol/ce defend Ihe same at Lessor's expense by counsel reasonably sallsfactory to Lessee and Lessee shall

cooperate with lessor In· such defense. lessee need not have flrst paid any such claim In order 10 be defended or Indemnlfled.

8.8 Exemption of Lessor and its Agents from LIability. Except for Nl'>tWllIlGlallEliAfl Ihe gross negligence, willful misconduct, or
breach of this Lease by Lessor or Its agElllts. neither Lessor nor Its agents shall be liable under any clrcumstences for. (I) InjUry or damage to the person

or goods, wares, merchandise or other property of Lessee. Lessee's employees. contractors. invitees, customers, or any other person In or about the

Premises. whether such damage or injury 15 caused by or results from lire, sleam, electricity. gas, waler or rain. Indoor air quaDly, the presence of mold
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or from the breakage, leakage, obstructlon or other defecls of pipes, lire sprlnlilers, wires, appliances, plumbing, HVAC or lighting fixtures, or from any

other cause, whether the said Injury or damage results from conditions arlsln~J upon the Premises or upon other portions of the bulldlng of which the

Premises are a part, or from other sources or places, (II) any damages arising ~rom any acl or neglect of any other tenant of Lessor or from the failure of

Lessor or lis agenls to enforce the provisions of any other leasa In the Prole:t, or "(Ill) Injury 10 Lessee's business or (or any ~ss of Income or prolll

therelrom. Instead, It is Intended that Lessee's sole recourse In the event of such damages or Injury be to file a claim on the Insurance pollcy(les) that

Lessee Is required to maintaIn pUr.:luant to the provisions of paragraph 8.
8.9 Falture to Provide Insurance. Lessee acknowledges that any failure on Its parllo obtaIn or maintain the Insurance reqUired herein

will expose lessor to risks and potenUally cause Lessor to Incur costs not contemplated by this Lease, the extent of which wlll be extremely difficult to

ascertain. Accordingly, for any month or porUon thereof that Lessee does not maintain the requIred Insurance andlor does not provide Lessor with the

requIred binders or certificates evidencIng the existence of the reqUired Insurance. the Base Rent shall be eutometlcally Increased, without any

requirement (or noUce to Lessee. by an amount equal to 3% -1Q%. of the then existing Base Renl or $100. whichever Is greater until &1!Gh time as tIw

rCf.\ulred In,urance Is oI7t:alned or the rcqulred vlnder or certification III deKvcrcd. aI; whIch time aaell R!:nt; shall revert: to thc rllte otherwlec provIded In thle Leaec.

The parties agree that such Increase In Base Rent represents fair and reasonable compensation for the additional risk/costs that Lessor will Incur by

reason of lessee's failure to maIntain the required Insuranoe. Such Increase In Base Rent shall In no event constitute a waiver of Lessee's Default or

Breach wllh respeol 10 the lallure 10 maintaIn such Insurance, prevent the exercise of any of Ihe other righis and remedIes grenled hereunder, nor

reHave Lessee of Its obllgallon 10 maintaIn the Insurance speclfied In Ihls Lease.

9. Damage or Destruction.

9,1 Definitions.

(a) "PremlliCll Partial Damage" shall menn damagll or destructIon to the Improvcments on the Premlscs. other than Lessee DlVnetl Alteratlon!l

IInA Utility Installatlone, which can reallonably blll'epa1rl:eI 'n 7 monthll- or IC99 from tI1Il date of the dsma¥ or delltructlon. u:s50r shall notify u:alllle In wrltln!l within

30 dll~ from the date afthe damagtl or dC!ltructlon all to wh/Jthor or not the dsmlJe(lls Part-Ial or fotsl. Such detBrmlnlltlon shalilTll blnAlng on lCllalI6. cxcept thai;

If l.e$sor dot<:rmlMll that the dams¥ Is PartIal, anA If (I) Ul1l911e In good faith ~lllve.5 that the dllmllgtl la Totsl and (II) such dllmsgc ma'tcrlal(Yand advcr66ly

affllCte 81; IIla&t 10"1. of the uscable epllCc In thc Improvemen1;5 an tilt: Premlecs,1:hlln Ulfll1lC1l may. withIn ten (lO) daya after receIpt of Loe50r', notificatIon, provide

Lcaecr with written notice that Ulllll6C obJcct5 to Eiuch Mt:<Irmlnatllln. In thai; IlVcnt. the pattlc& &hall attemp1; to rCfJolvc thc eIlapute. If the partle!! llrll not a11lc to

reSOlve "\:he diSpute withIn 'ten (10) dS.I'll sft<lr La!lf;Or'& receipt of lessec's olTjectlcm notice. then !loch dlllfluU ehall be llllttfed by blnalngllrl1ltrllt/on to I7c held In

Santa 6arl1ara. California. Such srilltratfon ellal' lie In s=rdanCll with the then-aplpllcablc Con5tl1letlon Induetry Ari>ltratlon ~ulll!l of thc Amcrlcllll Arbl1;ratlon

AlleoQatlon. If the partIes ehall nat havll sgreed on a mutually e<Jtl!;faCtor,y arbitrator withIn tIln (IO) day9 of tilt: tiltlUC5t of any party for arbitration hercunder. the

President of the American ArI1ltratlon A$l;oclatlon shall appoInt thearbltrlltor. The del:;/910n of the arbitrator shlilll be final. conclualve 1ll1e1 bindIng an the: partlC:9. The

ATI1f1;rlltor shall award to the prllVallfng f'8~ that party's rlla$Onable at;tomcys' fOeSlll1d com. The: acl;uaJ cost of tlw arbitration It!lelf shall be borne by thll 10151ng

party.

(b) 'Prlmll5e15 To~ Dee1:J'l:ctlrm" llhall mellll damago or Aetltrucl;lon to tho Improvllmllrtts an the PremlBll6. ather than t.e!lset: Owned

AltIlratlons and Utlllt.y Illlltadatlone anA Trade FIKturo6, whl~h /lannot rClI!lonably I1c teF!alrod In 7 months or ItIS!l from the dllte of the damaee or dcetructlon. Le5!lor

\Shall notIfY l..e!lliCll In wrltlng withIn 30 days from the "'lite of the· damage or destruction m; to IYhcthcr or nat the damage l!l Partllll "or Total. 5ubjllct to the

/lKceptione In Section 9.1(a) a17ovll. such determInation ahallvlllJlndlng on LaSBeC,

(3) "Pr-emls8S Partial Damage" shall-ffieaR-4amage...QF·d911WGlleFl til IRe ImIlFQ\l6R1BAt6-GFl llole J2r:em/666;--Gl\:IeF-lRaFl-l.eSG96
OwfIElfJ.AIteIiIlIeflHA9-UtIIlty-m6lallalleRs,...whiGll-GaMEla6EImmly ~a Rlfila1r:eS-lFHi-meRll:l&-a""e66-ffam IRs aate ef IRlHIame~F4eslRlG11QR,-\.e6S9F.

sloIall-f:l~B8e6 IA 'ImUng 'Nllhln 39 Elays rr:em lRe-Gate--of.-!hfHlaflw8&-Q~stIeR-as-te-w!lelh6HJF-Re~ ..t1u~..eama!J~F!IakIF-+9taf,.

fIlg~iR!J the fgr:e!J~mI6e~~II-fl9t..IRGlYlla-dam<lgEHe :wIAdaws. dQ9I'El;-aRGlGl'-GlReF-6lmIlaF-lteEA6-WJlIGf:l...ba6S9e-fta6-lAe

r-e1ijl9R6lhlll~IF-Gf-fefJlaGEl-flIlf6\;lllffi-tG-the.pRWl6l9Rs-eWaFa!ll'3IlR-+,:t.,.

(e) "Pr-emlees Thtal (}9stFUeliell" shall meaFi rlamagB-9F-<:festAIGIIeR-le-tRe-I'lfemlses,e\llaf-lRaFl-be6see-GwIl8EJ.Alteratl9ll&-aM

YtIIity-1R6tallatlGRs-aRB TFlIde Fixtures, wl:l16ll GaAAeHea6EIAably be FeflalfflG..lfl...fi..meAlh&-a""E1ss rr:em the date af tile E1amafj9-GHlaslfystleA. lO6S9F

sRalkKItlfy.t,e6698-1A wrltlFl8 wlll:llR-3Q.daYIl fmm lAe dale af thlHlama!iJ&'6l'4e611ystl9l'l-3s-lG-w!1alReF-GF-AElt-lhiHlamag~R/al-eF-+elal.

(c) "Insured Loss" shall mean damage or destruction to Improvements on the Premises, other than Lessee Owned Alterations and

Ulilily Installations and Trade Fixtures, which was caused by an event reqUired 10 be covered by Ihe Insurance described In Paragraph 8.3(a),

Irrespective o( any deductible amounts or coverage limIts Involved.

(d) "Replacement Cost" shali mean the cost 10 repair or rebuild the Improvements owned by lessor at the time of Ihe occurrence

to their condlUon existing Immediately prior thereto, Including demolition, debris removal and upgrading required by the operallon of Applicable

Requirements, and wlthout deduction for depreclatlon.

(e) "Hazardous Substance Condition" shall mean the o'ccurrence or discovery of a condition Involving the presence of. or a
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conlamlnatlon by, a Hazardous Subslance , In, on, or under the Premises which requIres remediation to slevel nece55a~ to cause the Prcm1fSlls to I7c

In compllancll with Applicable ~ll€tUlrement5.pl;lF6l1aRt 19 afiRaHl9lH1f'pea~mmeRt-agelf6Y.
9.2 Partial Damage -Insured Loss. If a Premises Partial Damage that Is an Insured Loss occurs. then lessor shall, at Lessor's

6lCpense, repair such damage (but not Lessee's Trade FIxtures or Lessee Owned Alleratlons and Utility Installations) as saon as reasonably possible

and this Lease shall continue In full force and effect: provided, however, that Lessee shall, at Lessor's elecUon, make the repair of any damage or

deslructlon-UuHolal GIlIit to F8palr of \'iR16Il1s $1 a,OOQ eJ'.lllSG, and. In such event. lessor shell make any applicable Insurance proceeds available to

lessee oil a Fea6eRa~16 basis for that purpose. Notwllhstandlng the foregoIng, If the raqulred Insurance was not In force or the Insurance proteeds are

not sufficient to effect such repair, the Insuring Party shallpromptfy conb1bute !he shortage In proceeds (elCcept as to Ihe deducllble which Is Lessee's

responslblllty) as and when requlrad to complete said repairs. In the event, however, such shortage was due to the fact that, by reason of !he unique

nature of the Improvements, full replacement cost Insurance coverage was not commercially reasonable and available, Lessor shall have no obligation

10 pay for the shortage In Insurance proceeds or to fully restore Ihe unique aspects of the Premises unless Lessee provides Lessor wlth the funds to

cover same. or adequate assurance thereof, within 10 days following receipt of written noUce of such shQrtage and requesllherefor, If Lessor receives

saId funds or adequate assurance thereof within said 10 day period, the party responstble for making the rapalrs shall complete them as soon as

reasonably possible and this Lease shall remain In fuK force and effect. If such funds or assurance are not received, Lessor may nevertheless elect by

wotlen nollce to Lessee within 10 days !hereafter to: (I) make such restoration and repaIr es Is commercially reasonable wllh Lessor paying any

Ilhortage In proceeds, In which case Ihls lease shall remain In full force and effect, or (II) have Ihls Lease lerminate 30 days thereafter. lessee shall not

be entiUed to reimbursement of any funds contributed by Lessee to repair any such damage or destrucUon. Premises Partial Damage due 10 flood or
earthquake shall be subjecllo Paragraph 9.3, notwithstanding that there may be some Insurance coverage, but the nel proceeds of any such Insurance

shall be made available for the'repalrs Ifmade by either Party.

9.3 Partial Damage· Uninsured Loss. If a Premises Partial Damage that Is not an Insured Loss occurs, unless caused by a negligent

or willful act of Lessee (In which event Lessee shall make the repairs at Lessee's expense), Lessor may ellher: (I) repair such damage as soon as
reasonably possIble at Lessor's expense, In which event !hIs Lease shall continue In full force and affect, or (II) terminate fhls Lease by giving written

noUce to Lessee within 30 days after receipt by Lessor of knowledge of the occurrence ofsuch damage. Such lermlnaUon shall ba effacUve 1500 days

following the data of such notlce. In the event Lessor elecls to lermlnate this lease, Lessee shall have the right within 10 dayp after receipt of the

termination noUceto glva written nollce to lessor of lessee's commitment to pay for the repaIr of such damage Without relmbul'llement from lessor.

Lessee shall provide Lessor with said funds or satisfactory assurance thereof within 30 days alter making such commitment. In such aventlhls Lease

shall continue In fun force and effect, and lessor shall proceed to make such repairs as soon as reasonably posslble after the required funds are

available. If lessee does not make the required commitment, this Lease shal/termlnate as of Ihe date specified In the termination notice.

9.4 Total Destruction. Notwithstanding any other provision hereof, if a Premises Totat Oestrucllan occurs, thIs Lease shalltermlnste

60 days following such Destruction. If the damage or destrucllon was caused by the gross negligence or willful misconduct of lessee, lessor shall have

the rfght to recover lessol's damages from lessee, except as provided In Paragraph 8.6.

B.5 Damage Near End of Tenn. If al any lime dUring the last 6 months of this Le~5e there Is damage for wlllcl1 the cost 10 repair

elCceeds one month's Base Rent, whelher or not an Insured Loss, either Lessee or Lessor may termlnale this Lease effective 60 days following the date
of occurrence of such damage by giving a written termlnalion notlce 10 the other party bessee within 30 days after the date of occurrence of such

damage. Notwithstanding the foregoing, If Lessor elects to terminate this Lease and Lessee atthal t!me has an eKerclsable option to elCtend this Lease

or to purchase Ihe Premises, then Lessee may preserve th!s lease by, (a) exercising such opUon and (b) providing Lessor Ivlth any shortage In

Insurance proceeds (or adequate assurance thereof) needed to make the repairs on or before the earlier of (I) the date which Is 10 days after Lessee's

receipt of Lessor's wrfUen notlce purport!ng to terminate this Lease. or (II) the day prior lo the date upon which such apUon expires. If l~ee duly

exercises such option during such period and provides Lessor wlth funds (or adequale assurance thereof) to cover any shorlage in Insurance proceeds,

Lessor shall, at lessol'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 to exercise such opllon and proVide such funds or assurance during such period. then thIs Lease shall termInate on the

date specified In the termlnalJon noUce and Lessee's option shall be extinguished.

9.6 Abatement of Rent; Lessee's Remedies.

(a) Abatement. In the event of Premises Partial Damage or Premises Total DestrucUon. or a Hazardous Substance Condition for

which lessee is not responsIble under this Lease, ana whlGh rllllulta In le5!leIl'1l Inal1lltty to Ill~1'S either the Ilntlr" Preml5cs dr an entire l1u1la(nEj within th"
f'rcmlllllal7CGllUllC tlte Santa 6arl7ara Fire Department. tIuI County Dllpllr1:mant of Enviranmlllltlli HDlIlth, or otl1llr govllrnmllntalllgcnc:y prohll1ltftllUGh USII as II rCElult

of 5UGh Hmsrdaull Sul1!ltancll Condition, the Rent payable by lessee for the period required for the repair, remediation or restoration of such demege shall
be abated In proportion to Ihe degree to which Lessee's use of the Premises Is Impaired. but not to exceed the proceeds received from the Rental Value

Insurance. All other obllgaUons of Lessee hereunder shall be performed by lessee, and lessor shall hava no liabIlity for any such damage, destruction.
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remediation, repair or restoration except as provided herein. Notwlthstandlnganythlng In this Lease to the contrary. Lessee shall not be entitled to

termInate the Lease or to any abatement of rent (tl(Cllpt for thll rent al7atcmllrlt '1'llclllcaily provided for In thlll I'araaraph) arising out of or relating to

Hazardous 5ullvtancell MateFiaIa on the Premises as of the Commencement Delte which Lessor Is required to remedlate pursuant to the terms of the

Purchase Agreement.
(b) Remedies. If Lessor. Is obligated to repair or restore the Premises and does not commence. III a substantial and meaningful

way, such repair orrestoreUon within 90 days after such obligation shall accrue, Lessee may. at any time prior to the commencement of such repair or

restoreUon, give written noUca to Lessor and to any Lenders of which Lessee h;~s actual noUce, of Lessee's election to terminate this Lease on a date

nolless than 60 days fonawlng the giving of such notice. If Lessee gives such nollce and such repair or restoration Is not commenced wilhin 30 days

thereafter, this Lease shalilermlnate as of the dale specified In said noUce. If the repair or restoration Is commenced within such 30 days, this Lease

shall continue In full force and effect. ·Commence· shall mean either the uncclndltlonal authorizatIon of the prepalaUon of the required plans. or the

beginning of the actual work on tha Premlses, whichever first occurs.

9.7 Termination; Advance Payments. Upon termination of thla Lease pUlSuant 10 Palagraph 6.2(9) or Palagraph 9, an equitable

adjustment shall be made concerning advance Base Rent and any other advanQ~ payments made by Lessee to Lessor. Lessor shall, In addillon. relum

to Lessee so much of I.essee's Security Deposit as has not bean, or Is not then I1squlred to be, used by Lessor.

10. Real Property Taxes.

10.1 Definition. As used hereln, the tenn "Real Property Taxes" shall Include any form of assessment: real estate, general. special,

ordInary or extraordinary, or rental levy or lax (other than Inheritance, personal Income or estate taxes); Improvemenl bond: and/or license fee Imposed

upon or levied against any legal or equllable Inlerest of Lessor In the Premises (lr the Project, Lesso~s right to other Income therefrom, and/or Lessor's

business of le8&109, by <loy <luthorlty having the dIrect or Indirect power to tax and where the funds are generated wllh reference to the Building address

and where the proceeds so generated are to be applied by the city, county or other local taxing authority of a JurlsdlcUon within which the Premises are

iocaled. Real Property Taxes shall also Include any tax, fee, levy, assessment or charge, or any Increase therein: (I) Imposed by reason of events

occurrlng during the tenn of this Lease, including but not limited to. a change In ~he ownership of the Premises. and Ql) levied or assessed on machinery

or equipment proVided by Lessor to Lessee pursuant 10 this Lease.

10.2 Payment ofTaxes. In addItion to Base Rent, Lessee shall pay 10 Lessor an amount equal to the Real Property Tax installment due

at leas! 20 days plfor to the applicable delinquency date and Lessor shall pay such amount to the appl!cable talling authority prior 10 the applicable elle

d~lIn'lujlncy dale (an<l1./l590r shsD bellal7lc for all pllllattle£i If l.e&BOr fanG to pBY such amount prkJr tQ deUnqU8ncy). If any such lnstallment shall cover any period

of time prior to or after Ihe expiration or termlnaUon of this Lease, Lesses's share of such Installment shall be proreted. In the event Lessee Incurs a late

charge on any Rent peyment, Lessor may estimate the current Real Property Taxes. and require that such taxes be paid In advance to Lessor by

Lessee monthly In advance wIlh the payment of the Base Rent. Such monthll' payments shall be an amount equat to the amount or the estimated

Installment of taxes divided by the number of months remaining before the ml)nlh In which said Installment becomes delinquent. When \he actual

amount or the applicable tax bill is known, the amount of such equal monthly 13dvance payments shall be adjusted as required to provide the funds

needed to pay the applicable taxes. If the amount collected by Lessor Is Insufficlenl to pay such Real Property Taxes when due, Lessee shall pay

Lessor. upon demand, such addlUonai sum as Is necessary. Advance payments may be Inlermlngled with other moneys of Lessor and shall not bear

interest In the event of a Breach by lessee In the performance of Its obligations under this Lease, then any such advance payments may be treated by

Lessor as an addlUonal Security Deposit.

10.3 .191m A66966m9Rt. If the-Pl'eml&9lHll'iH\et-&apaFately-asi;eIi6S~~hIUty-shaII-tll'Hl!HlEfl"llclbla-pf9peFliQA9f IAa Real

~e~&-faf-&lk*.lke-laRHAd Impf9\lemeRls IAsllldee.wlthlA the talE pa~16i-aIi6S669dr6YGIrflrepeRlElR-tG-lle-G&llGl\ffilvely-da!eRlllRed ~)' be66ef

frem-tlw-faspe&llve-lfaluatl9AlHl6S!gAeG In thB a66B66eA;.wBfk.sheel&-ef.6l:l6ll-etf19F-lAfaFma4lgR-a~&-fea$9Rably-aYallalll&r

10.4 Personal Property Taxes. Lessee shall pay. prior to delinquency, alllaxas assessed against and levied upon Lessee Owned

A1leraUons, Utility Inslallallons, Trade Fixtures, furnishings, equipment and illl lI'ersonill property of Lessee. When pos~lble, Lessee shall cause Its

Lessee Owned AlleraUons end Utlllty Installallons, Trade Fixtures, furnishings, equipment and all other personal property to be assessed and billed

separately from the real property of LesSOf. If any of Lessee's said property shall be assessed with Lessol's real property, Lessee shall pay Lessor the

taxes attributable \0 Lessee's property within 10 days after receipt of a written statement selting forth the taxes applicable to Lessee's property.

11. Utilities and Services. lessee shall pay fOf all weter, gas, heat; ll!~ht. power, tele~hone, trash disposal and other utilities and services

supplied to the Premises, together with any laxes thereon. If any such servlCEiS are not separalely metered or bllJed tQ Lessee, Lessee shall pay a

reasonable proportlon. to be delermlned by Lessor. of all charges jointly metered or billed. There shall be no abatement or rent and Lessor shan not be

liable In any respect whatsoever for the Inadequacy, stoppage, interruption or dlsconllnuance of any utility or service due to rlol, strike. labor dIspute,

breakdown, accident, repair or other cause beyond LesSQr's reasonable conlt'ol or In cooperallon with governmental request or directions.

12. Assignment and Subletting.
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12.' Lessor's Consent Required.

(a) lessee shall nof voluntarily or by operal/on of law assign, transfer. mortgage 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 consent. Lessor's failure to
provIde written nol/ce of lis consent or disapproval of any requested assignment or SUblease wlUtln 30 days after Lessor's receipt of Lessee's WrItten

request and all Information described In Secl/on 12(e) below shall consUlule Lessor's consent to the requested assignment or sublease.

NotvllUtstandng the provisions of this Section, lessee shall not be required to obtaIn Lessor's leSSGFs consent to subleases of less than 10.000~

square feet ("Permitted Subleases").

(b) Unless Lessee Isa corporation and Its stock Is publicly traded on a natlonal stock exchange, a change In the conll'Ol of Lessee

shall constitute an asslgnment requIring consent. The transfer, on a cumulative basis, of 250/0 or more of the voUng conll'Ol of Lessee shall constilute a

change In conlrol for this purpose.

(s) The Irwe!¥em~f Lessee llHls-assets IR aAy lFaA6aGIISAr9f-SElfle6-&f-.ll::aAssGlleRs (b¥ way-ef-mel99r. sals. aSfJlllsllleRr

IlAaAGlAg,-ltaAsfer; lavaFagelllnry ay. SF alhalWlsa), whetheF aF Ret a fermal-aBBlgARloot SF hyfletl:le6aUGIl.Qf.lhls lease llF-bessee's a66etB-G~&R

reSllIlB-GF-Wlll-fe6YJt.m.a..fe~he-Net-WaFtl'l-9~ssee fly 3IH1RlIlYAt-gl=aaIBF IAaA 25% af SYSR Net WGrlh-a6-lt-wa6-RlpKlElElAteg..al..lI:11HIRle-ef-lAe

elleGYlleA-6f-t1ll&-beaae-er-at-the.ufA9-9f..l1:1e-mesHeGeF\klssIgAmam-te-wRlsf:l-besserAa&-69flseAteElr-a6-ll-exisl6-lmmeEllalely-pr~eM&-sakl-tFaAsaGlleA

sF-tfaflsaS!leAs.G9A6t1M1Ag-sYslHe9YGtlBA. wAIGhe'/(Jl'oWalHlr..JGilRlataFrG!'laII-ba-G9Aslaerel'l aA asslgAmeAt-ef..ll:ll&-t.ease-tll-Wl:lIGl:l-besseF Rlay ',IIillmGld

Its-ooRseAh "Net Wgrtll gt lessee" shal~6-flekYeFlfl..ef..be6S8e-{axGlyElifl!J-'lAtilYaFaAt9fs}-eslallllsh6lklFKleI'-§eA6Fa~pteH6S8IlR11Ag

tmAGlplallr

(d) An assignment or sublelling wltIloot-{other than a PermItted Sublease) without consent shall, at Lessor's option. be a Default
ourable after nollce per Paragraph 13.1(0), or a noncurable Breach without the necessIty of any nollce and grace period. If Lessor elects to treat such

unapproved assignment or subleillng as a noncurable Breach, Lessor may either: (I) terminate thIs lease, or (Il) upon 30 days written nollce, Increase

the monthly Base Rent to 110% of the Base Rent then in effect. Further, In the event of such Breach and rental adJuslment, (i) the purchase prlce of

any option to purchase Ute PremIses held by Lessee shall be subject to similar adjUslment to 110"10 of the price prevIously In effect, and (It) all fixed and

non-fixed mntal adjustments scheduled during the remainder of the Lease term shall be Increased to 110% of the scheduled adjustl;ld rent.

(e) Lessee's remedy for any breach ofParagraph 12.1 by Lessor shall be limited to compensatorY damages and/or InJuncUve relief.

f) Lessor may reasonably wIthhold consent to a proposed assignment or subletting If lessee Is In Default at the time consent Is

requested.

(9) Notwithstanding the foregoing, allOWing a de mInImis portion of the Premises. lao 20 square feet Dr less, to be used by a third

party vendor In connection with the InstalialJon of a vending machine or payphone shell not constitute a subletting.

(h) Lessor acknowledges that Lessorcurranllyhas leased a parDon of the Premises to GRT Inc•• a Dalaware corporation ("GRT").
pursuant to that certain Standard IndustriallCommercial MulU-Tenant Lease· Net dated as of July 15. 2004, as amended by a Arst Amendment dated

~s of Aprll18, 2007. and a Second Amendment dated as of July 17, 2010 (collectlvely, the "GRT lease"). Lessor shall assign the GRT lease to

Lessee and Lessee shall accept the assignment thereof effective as of the Commencement Date. and obtain oors wrllten consent to such assignment

and GRrs written agreementlhat the GRT lease shall. from and after the Commencement Date hereof. be a sublease that Is subject and subordinate

10 this Lease.

As of the Commencement Date, Lalilsor and lessee agree that the leases descrtbed below are termlnaled and of no further

force and effect:

(') Standard Industrial/Commercial SIngle-Tenant Lease - Net dated December 1, 2000 between \.cellor GRaAAel

+eGRAelegleS;-4lS;;-G&-IesseF, and ~llIle G+G (as successor to Irrt:lIrnatlonlll Traneducer Corp.l=I=G). as lessee,

(2) Standard IndustrialfCommerclal Single-Tenant Lease • Net dated December " 2000 between LC$!ior GhaAIl6I

:r:aGRAelagleS;-4ls.,-a6-lesser, and LelilSeC G+G (as successor to Sonalech, Inc.), as lessee.

(3) Oralleass between LOll!lOr bRaMel and LCElllllC G+G regarding B39 Ward Drive.
12.2 Terms and Conditions Applicable to Assignment and Subletting.

(a) Regardless of Lessor's consent. no assIgnment or subletting s~all: (i) be effective without the express written assumpUon by

such assignee or sublessee of Ute obllgaUons of Lessee under this lease. (II) release lessee of any obllgaUons hereunder. or (1Il) alter the prlmary

lIab/llty of lessee for the payment of Rent or for the performance of any other obligations to be performed by Lessee.

(b) lessor may accept Rent or performance of lessee's obligations from any person other than Lessee pending approval or
disapproval of an assignment. Neither a delay In the approval or disapproval of such assignment nor the acceptance of Rent or performance shall

constitute a waiver or estoppel of Lessor's right 10 exerclse its remedies for Lessee's Default or Breach.

(0) Lessor's consent to any assignment or sUblelUng shall not constitute a consent to allY subsequent assignment or subleillng.
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(d) In the event of any Default or Breach by lessee, les:;;or may proceed dlrecUy against Lessea, any Guarantors or anyone else

responsible for the performance of Lessee's obllgaUons under Ihls Lease, Including any assIgnee or sublessee. without first exhausllng Lessor's

remedies against any other person or entfty responsible therefor to Lessor, or ,lOY security held by lessor.

(e) Each request for consent to an assIgnment or sublelling shall be In writing, accompanied by lilformallon relevant 10 Lessor's

determInation as to the financial and operational responsibility and appropriatllness of the proposed assignee or sublessee, Including but notllmlted to

the Intended use andlar required modlficatlon of the Premises, If any, together with a fee'of $500 as consideration for L855or's consIdering and

processing said request Lessee agrees to provide Lessor with such other or additional Informallon andlor documentation as may be reasonably

requested. (See also Paragraph 36)

(f) Any assignee of. or sublessee under, this Lease shall, by reason of accepting such"assignment, entering Into SUGh sublease, or

entering Inlo possessIon of Ihe Premises or any portion thereof, be deemed te, have assumed and agreed to conform and comply wIth each and every

term, covenant, condition and obllgallon herein to be observed or performed bl' lessee during !he term of saId assignment or sublease, olher than such

obligations as are contrary to or Inconsistent with provisions of an assignment clr sublease 10 which Lessor has speclflcally consented to In writing.

(g) Lessor's consent to any assignment or suble"'ng sha.ll not transfer to the assignee or sublessee any Option granted to the

origInal lessee by thIs Lease unless such transfer Is specIfically consented to by Lessor In writing. (See Paragraph 39.2)

12.3 Additional Terms and Conditions Applicable to Subletlilng. The following terms and condillons shall apply to any subletting by

Lessee of all or any part of the Premises and shall be deemed included In ail subleases under this Lease whether ornot expressly Incorporated therein;

(a) Lessee hereby assigns and transfers to Lessor all of Lessee's Interest in all Rent payable on any sublease. Bnd Lessor may

collect such Rent and apply same toward Lessee's obligations under this Le,ase; provIded, however, that unlll a monetary Breach shall occur In the
performance of Lessee's obllgallons, Lessee may collect said Rent In the event that the amount collected by Lessor exceeds Lessee's then outstanding

obllgatlons any such exGeSS shall be refunded to Lessee. Lessor shall not, by reason of the foregoing or any assignment of such sublease, nor by

reason of the collection of Rent, be deemed liable to Ihe sublessee for any failure of Lessee to perform and comply wlth any of Lessee's obligatIons 10

such sublessee. Lessee hereby Irrevocably authorizes and dlrecls any such sublessee, \lpon receIpt of a written notlce hom Lessor stating !hat a

monrotry Breach exists In the performance of lessee's obllgallons under Ih~. Lease, to pay to Lessor all Rent due and to become due under the
sublease. SUblessee shall rely upon any such notice from Lessor and shall pay all Rents to Lessor without any obllgallon or rIght to InquIre as to

Whether such Breach exists, notwithstanding any claim from lessee to !he conlrary.

(b) IA ll:le e'/eAl at a 8Fe3sh by bsS66Elr If this leasll 1:ermln,!Ittls, Lessor may, at its opUon, require sublessee to attom 10 lessor, In
whIch event Lessor shall undertake the obligations of the sublessor under such sublease from the time of ,the exercise ofsaid cpUon to the expIration of

such sublease; provIded, however, Lessor ;;hall not be liable for any prepaid mots or security deposit paid by such sublessee to such sublessor or for

any prior Defaults or Breaches of such sublessor.

(0) Any matter requIring the consent of !he sublessor under a sublease shall also require the consent of Lesso~.

(d) No sublessee shall further assIgn or sublet all or any palt of the Premises without Lessors prlorwlilten consent"

(e) Lessor shall deliver a copy of any notice of Default or Elreach by Lessee to the sublessee, who shall have the light 10 cure !he

Default of Lessee within the grace period. If any, spedfiad In such nollce. The sublessee snail have a right of reimbursement and offset from and

agaInst Lessee for any such Defaults cured by the sublessee.

13, Default; Breach; Remedies.

13.1 Default; Breach. A "Default" Is defined as B failure by the Lessee to comply with or perform any of the terms. covenants,

conditIons or Rules and Regulations under Ihls Lease. A "Breach" Is defined as the occurrence of one or more of lhe followIng Defaults, and the failure

of LB55ee to cure such DefaUlt within any applicable grace period:

(a) The abandonmenl of the PremIses; or the vacallng ctf tha Premises without provIding a commercially reesonable 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 minImize potential vandalism.

(b) The failure of Lessee to make any payment of Rent or any Seculily Deposit required to be made by Lessee hereunder, whether

to Lessor or 10 a Ihlrd party, when due, to proVide reasonable evidence of Insurance or surety bond. or to fulfill any obligation under this Lease which

endangers or threatens life or property, where such failure conllnues for a period of 3 business days followlng written notice to Lessee. THE

ACCEPTANCE BY LESSOR OF A PARTIAL PAYMENT OF RENT OR SECURITY DEPOSIT SHALL NOT CONSTITUTE A WAIVER OF ANY OF

LESSOR'S RIGHTS, INCLUOING LESSOR'S RIGHT TO RECOVER POSSESSION OF THE PREMISES.

(c) The failure of Lessee 10 allow lessor and/or Its E!gents .Iccess to the Premises sul1Ject: to the limits 5tatt:d In Section 5211eloIV, or
the commission of waste, act or acts constituting public or private nUisance, andlor an Illegal acUvlty on the Premises by Lessee, where such actions

continue for a period of 3 businass days followlng written notice to Lessee.
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(d) Either (I) the fallun: ~ U:lS5~ to provide an Estoppel Certlflcate or flnsnalal 6tatem"nts In accordance wfth Sealon 16 belGW, or a

requc&U:d llul7ordlnstlon In sccordance with Sec;t/on :;0 b"low. within ten (IO) dlly!! fallowIng l.essee·s rllCelpt of a written request trllfll U:liiliior, or (II) the failure: by

Lessee to pravlde the fllllClWing materlalli wfthln a reai50nable period of tIme (not to ellCeeD thIrty (00) days) followfl1gu:sse,,'s receipt of a written rlJllucllt from .

lC5liiOr whIch shall not bc made marc than once evcry 5J~ (6) months durl~ the Term hereof (cllCept In conl1lletlon wIth any potential flnanelnll. refinancing. or 5al" of

the PromIses): (A) realiiOnable written evidence of compliance With Applicable ~ulremellte ae reqUired by Section 6.5 above: (6) t~ servlcc contracts If rcqulred

pursuant to SectIon 7.1{1t) above: (e) any document rlJlluC5ted under Section 42 below. or (D) any ather documentation or Information reastmably rlJllulred under thc

termli of thle I.e.". +ile-falhlm by be6&6e tEl pFa\q"'e (I) Fea69Rable wfilteR-eYl6eAss af sampllaAee-wlUrA!lpll6all~lralReAts, {II)-tile-seTYloo
GElRlRiGt6r{jIlHl:l9-Fa6GIsslaA af alHlffillitl:lerizaa asslgRmeAt--&t-sYWetlIAgMiYt-aR estappel GeFtiftGata aF-tlAaflslal-&tatelReAts, E'~ a reEjue6tElll

6UlleIGlAatl9~deAGEHl8R6eR'l/Ag-aAY-flWFaAty-a,*"eF-GYaraRleFt-{Yll}-aAY-'!eGYmeAkaqwesteIl-uRdeF-Paragra~l}-materlal-6a~a

6Ilee~~lllSf4IeGYmeRlalieR-eF-ffifeRRaU9R-WIl1GlH.e66aF-may reaseAab1y.fequIre-ef..l.ea68HRaeHl1e-tel'f!l6-$J-IR16-I.ea6erWl'lere

aAY Elwell (aI/YFe ooRllallee fer apaRe£! lilf 19ea~le f9lIewIRg-wfltteFHlellse-te-heS&ee.-

(e) ADefault by Lessee as to the terms, covenants, conditions or provisIons of this Lease, or of the rules adopted under Paragraph

40 hereof, other than those deScribed In subparagraphs 13.1(a). (b), (c) or (d), above, where such Default continues for a period of 30 days aRer written

nollce; provided, however. that If the nature of Lessee's Default Is such that more than 30 days are reasonably reqUired for Its cure, then It shall not be

deemed to be a Breach If Lessee commences such cure within said 30 day period and thereafter dlllge~UY prosecutes such cure to completion.

(f) The occurrence of any of the following events: (I) the making of any general arrangement or assignment for the beneftt of .

credItors; (U) becoming a "debtor" as dellned In 11 U.S.C. §101 or any successor statute thereto (unless, In the case of a pelltlon flied against Lessee,

the same Is dismissed within 60 days); (III) the appointment of a trustee or receiver to take possession of substantially all of Lessee's assets located at

the Premises or of Lessee's Interest In this Lease, where possession Is not restored to Lessee within 30 days: or (IV) the attachment, execution or other

Judicial seizure of substantiallY all of Lessee's assets located at Ihe Premises or of Lessee's Interest In this Lease, where such selzure Is not d1scharged

within 30 days; prOVided, however. In the event that any provisIon 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 remaining provisions.

(g) The discovery that any flnanclal statement of Lessee or of any Guarantor given 10 Lessor was materlally false.

~e;HlFfef:maAG909f..l.e66ae!&-ebllgatloo6-UfIGef..tA1~&-flIlaTaAteeEli-{ij-tRe \lsalll af a fijwaraRter. ~I) lRe-tarmlrlaUeR-GH3

GWRlAter's liability willi mspeGt te lhls-beaS&-9tASI'olAaA-l~FGaRSS '....RIl lhe-tam:ls lilf SUSRlilIl8R1Rty. (IN) a GYafaRtaF!6-beaemiRg IRsslveffi..eF-#le

SIlBJest ef a l:laRknI~lagl ~V}. a GWRlAter's-fe~saI-t1Hl9flQMRe;}waRlRty, SF M a G\laraRleRHl~f-lt&;lYaraRty-GBllgalI9R-GA-aR-aAtlsIFJatBF¥

basI&,..3Fld-l.e6sea!s-fallurer-wlli:lln 00 E1aye fallowlRg WRiteR RsllG8-Elkmy-suc;R.evBAtr-teilfS'll£fe...wR«aA-altemativa as!l\lra~F-S6SllFlty.-wl:tIsR;-wAeR

GElIlpled wllft IRe IRelHll<l&lla!H'8SElYRlQS af be6Sa6rl*lYal6-Gf..9lI&8EK1s-tf:le-GerRllIRed-fiRaRslakesallfGEl6-G~SEl8EH1~YafaFltG£s.Ulaklxl6teG-at

the-llme Elf elleSllllen ef tIll~se.

13.2 Remedies. If Lessee falls to perfonn any of Its material affirmative duties or obligations, within 10 days after written nollce (or in

case of im emergency. without notice). Lessor may, at Its opUon, perform such duty or obligation on Lessee's behalf, Including but not limited to the

obtaining of reasonebly required bonds, Insurance policies, or govemmenlal licenses, permits or approvals. Lessee shall pay to Lessor an amount

equal to 110%~ of the costs and expenses Incurred by lessor In such performance upon receipt of an invoice therefor. In the event of a Breach.
Lessor may, with or without further noUce or demand, and without limiting Lessor In the exercise of any right or remedy wh1<;h Lessor may have by

reason of such Breach:

(a) TemJlnate Lessee's rlght to possession of the Premises by any lawful means, In which case this Lease shall terminate and

Lessee shalt Immediately surrender possession to Lessor, In such event Lessor shall be entitled to recover from Lessee: (I) the unpaId Rent which had

been earned at the lime of termination; (II) the worth at the time of award of the amount by which the unpaid rent which would have been earned after

termination until the time·of award exceeds the amount of such rental loss that the Lessee proves could have been reasonably avoIded; (Ill) the worth at

the time of award of the amount by which the unpaid rent for the balance of the teon after the lime of award exceeds the amount of such rental loss that

the Lessee proves could be reasonably avoided; and (Iv) any other amount necessary to compensate Lessor for an the delrlment proximately caused by

the Lessee's failure to perfonn 115 obligations under this Lease or which In the ordinary course of things would be likely to result thereFrom, including but

not limited to the cost of recovering possession of the Premises. expenses of relettlng, Including necessary ranavallon and alterallon of the Premises,

reasonable attomeys' fees, and that portion of any leasing commission paid by Lassor In connectron with this Lease applicable to the unexpired tenn of

lhls Lease. The worth at the Hme of award of the amount referred to In provision (1ft) of the Immediately preceding sentence shall be computed by

discounting such amount at the discount rate of the Federal Reserve Bank of the DistrIct wIthin which the Premises are located at the time of award plus

one percent. Efforts by Lessor to mlUgate damages caused by Lessee's Breach of this Lease shall not waive Lessor's right 10 recover damages under

Paragraph 12. If termination of thIs Lease Is obtained through the provisional remedy of unlawful detainer, Lessor shall have the right to recover in such

proceeding any unpaid Rent and damages as are recoverable thereIn. or lessor may reserve the right to recover all or any pari thereoF In a separate
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sull If a nolIce and grace period required under Paragraph 13.1 was nol previously given. a noUce to pay rellt or quit. or to perform or quit given to

Lessee under the unlawful detainer statute shall also constitute the nollce mqulred by Paragraph 13.1. In such case. the applicable grace period

required by Paragraph 13.1 and the unlawful detainer statute shall run concufirently. and the fallure of Lessee to cure the Default wIthin the grealer of

the two such grace periods shall consUtute both an unlawfui detainer and a I3lreach of this Lease enUUlng lessor to the remedies provided for In this

Lease and/or by saId stalute.

(b) Continue the Lease and Lessee's right 10 possession and recover Ihe Rent as It becomes due. in which event lessee may

sublet or assign, subject only to reasonable IImllalions. Acts of maIntenance, efforts to relet, andler the appointment of a receiver to protect the Lesso(s

Inlerests, shall nol constitute a tennlnaUon of the Lessee's right to possession.

(c) Pursue any other remedy now or hereafter available under the laws or ]udlclal decisions of the state wherein the Premises are

located. The explretion or tennlnaUon of this Lease and/or the termlnallon of Lessee's right to possession shall nol relieve less.ee from lIablllty under

any indemnity provisions of this Lease as to matters occurring or eccrulng during the term hereof or by reason of Lasses's occupancy of the Premises.

13.3 Inducement Recapture. Any agreement for free or aballad renl or other charges. or for the giving or payIng by Lessor to or for

lessee of any cash or other bonus, Inducement or consideration for Lessee's ""tering Into this Lease, all of which concessions are hereinafter referred

to as "Inducement Provisions," shall be deemed condilloned upon Lessee's roll and faithful perfonnance of all of the terms, covenanls and conditions

of this Lease. Upon Breach of this Lease by lessee, any such Inducement Pmvlslon shall aulomatically be deemed deleted from Ihls Lease and of no

further force or effect, and any rent. other chalQe. bonus, Inducement or consIderation theretofore abated, given or paid by Lessor under such an

Inducement Provision shall be Immediately due and payable by Lessee to Lessor. notwllhstandlng any subsequent cure of said Breach by Lessee. The

acceplance by Lessor of rent or Ihe cura of the Breach whIch lnfllated the opEllation of this paragraph shall nol be deemed a waiver by Lessor of Ihe

provisions of this paragraph unless speclflcally so slated In writing by Lessor at the Ume of such acceptance.

13.4 Late Charges. Lessee hereby acknoWledges that lalet payment by Lessee of Rent will cause Lessor to Incur costs not

contemplated by this Lease, the exact amount ofwhich will be extremely dlfficullt to ascertain. Such costs InclUde. but are not limited to, processing and

, accounting charges. and late charges whIch may be Imposed upon Lessor b~' any Lender. Accordingly, If any Rent shall not be received by Lessor

within 5 days after such amount shall be due, then, without any requirement Jor nollce to Lessee, Lessee shall Immediately pay to Lessor a one-Ume

late charge equal to a• .:tG% of each such overdue amount or $100iwhlchever Is greater. The Parties hereby agree that such late charge represents a
fair and reasona~e estimate of the costs lessor will Incur by reason of such lale payment Acceptance ofsuch lete ch8lQe by lessor shall In no event

constitute a waiver of Lessee's Default or Breach with respeclto such overdue :amount. nor prevent the exercise of any of the other righls and remedies

granted hereunder. In the event that a lete charge Is payable hereunder, whEllher or nol collected. for 3 consecullve Installments of Base Renl, then

notwithstanding any provtslon ofthis lease to the contrary, Base Rent shall, at Lessor's option, become due and payable quarterly In advance.

13.5 InteresL Any monetary payment due Lessor hereunder, other than late charges, not received by Lessor, when due as to scheduled

payments (such as Base Rent) or wllhln 30 days following the date on which Itwas due for non-scheduled payment. shall bear Interest from the date

when due, BS 10 scheduled payments. or the 31st day after It was dus as to non-scheduled ~ayments. The Interest ("'nterest") charged shall be

computed at the rate of 10·'" per annum but shall not exceed the maximum rale allowed by law. Interest Is payable In addition to the potentIal late

chalQe provided for In Paragraph 13.4.

13.6 Breach by lessor.

(a) Notice of Breach. Lessor shall not be deemed In breach of this lease unless Lessor falls within a reasonable lime 10 perform

an obllgallon reqUired to be performed by Lessor. For purposes of this Paragraph. a reasonable time shall In no event be less than 30 days after receIpt

by Lessor, and any Lender whose name and address shall have been furnished Lessee In willing for such purpose, of written notice specifying wherein

such obligation of Lessor has not been perfonned; provIded, however, that Iii the nalure of Lessors obllgallon Is· such that more than 30 days are

reasonably required for Its performance, then lessor shall not be In breach Ilf performance Is commenced within such 30 day period and Ihereafter

dlllganUy pursued to completion.

(b) Perfonnance by Lessee on Behalf of Lessor. In the event thai neither Lessor nor Lender cures said breach within 30 days

after recelpl of said notice. or If haVing commenced said cure they do not diligently pursue It 10 completion, Ihen Lessee may elect 10 cure saId breach at

Lessee's expense and offset from Rent the actual and reasonable cost 10 perlorm such cure, provided, however, that such offset shall nDt exceed an

amount equal to the greafer ofone month's Base Rent or the Security Deposit, reservIng Lessee's right 10 seek reimbursement from Lessor for any such

.expense In excess of such offset .Lessee· shali document the cost of said cure and supply said documcilOtaUon to Lessor, Notwlthslanding the
foregoing, Lessee reserves all righlli and remedies at law or In equity, and the offset ofRent shall not be lessee's exclusive remedy.

14. Condemnation. If Ihe Pramlses or any portion thereof are taken under the power of emlnenl domain or sold under the threat of the exercise

of said power (collectively "Condemnation"), this Lease shall termlnale as tel the part laken as of the date the condemning aUlharity takes title or

possessIon, whichever first occurs. If more than 1O~ of the BuildIng, or more Ul,an 101.~ of Ihat porUon of the Premises not occupied by any building,
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Is taken by Condemnation, Lessee may, at Lessee's option, to be exercised In writing within 10 days after Lessor shall have gIVen Lessee written nolice

of such taking (or In the absence of such notice, withIn 10 days after the condemning authority shall have taken possession) terminate this Lease as of

the date the condemning authority lakes such possession. If lessee does not tennlnate this Leese In accordance with the foregoing, this lease shall

remain In full force and effect as to the porOon of the Premises remainIng. except that the Base Rent shall be reduced In proporOon to the reducllon In

ullllty of the Premises caused by such Condemnallon. Condemnal/on awards andlor payments shall be the properly of Lessor, Whether such award

shall be made as compensation for dlmlnul/on In value of the leasehold, the value of the part taken. or for severance damages: provided. however, thai

Lessee shall be enl/I/ed to any compensal/on paid by the condemnor for Lessee's relocallon expenses,loss of business goodwill and/orTrade Fixtures,

without regard to whether or not this Lease Is tennlnaled pursuant to the provIsions of this Paragraph. All AlteraUons and Ulillty Installations made to

the f'remlses by Lessee, for purposes of Condemnation only, shall be consIdered the properly of the lessee and Lessee shan be enUlled to any and an

compensatIon which Is payable therefor. In the event that this Lease Is not lennlnated by reason of the CondemnaUon, Lessorshall repalr any damage

to the Premises caused by such Condemnation.

15. SFClkeFaSll fe9s,

1fi.1 ft.ddi«ollal Commission, lkJ..6eparatG-bfaker3ge-fea-agFClemeRt-llHlltasllEKl-tl:loo-lR-aaElItiOR Ie the paym~YFSllafll-te

PaFa§l'afll:l 1,9 aeev9;-aAHRless beSSEll'-aAd lAe Qrekam-ell:leswl!llHl§Fee-lA-wrillA{h-ldlSGElHJgFEI£l& tllall (a)lf..bessse-exeFSises-any..(;)ptIeRr(bHf

lessee er aRyGA6-affiIla16E1 wlttl bllS66e-Bc;qulfeHl\y-figllts te tile Pfsmlses-ef-9lheF-flFemf6eV-OWl'l~SS9r-aR9-Iesak:ld 'Nlthlfl-ll:l&-6affill-F!raj9Gt,-U

8f\YI-Wltl:llA-whisA il:le f!l:emfsa&-l&-!ElGated. {e} I~ be666lH'9maIA&-lA-fles6a6s1eA af the PFemlses,-wlltllha seAsellt-ef.bessar,afteF tAG explF<illaA-ef-ti:lll;

~r eel If 8ase-ReAt-l&-lAGfeasedr-wl:letlle~gFeemem-eF-9fleFall9fl-8f:.aA-essala!lefl..Glall5EHleRllAr-tI:leRr-beGSEll'-6llaI~kaF6-a-fee..lR

a66Grda~l*llll&-allasAed \9 sYGllllFekeraie-fae-BgreameAt,.

10,2 AG6llmpth~R gt OllIl83«oRS, AR'f buyar-er-tfaRsfeRillHlf besssr'6 IR16F6Bt-tA-tfiIs-bease sRallge deemed \9l:1alJS aSSIlIReG-!:6ssaR;

elall!)atioR.l!ereYRdeJ:r-Brekefs shall-be-UllF9 !laity lleReAGlal1es af tll~F9Yl6leAsaf flaFaIlf3!lhs 1.9, 15. 22 aRd 31, If bes&er-faIl.~!HJfakaRHlRY

ameYRfs..elle-a&-aOO-faF-9FekeRllJe-feEl&-P6F1alRl~lsbease wileR dW;-\llElft.6\j6lHlmeURtG shall aeGFYe IAteRil~ddltklfl;-lf-be&69f fall&-tlf1*lY

any.aFRellRtG te lessae's 8FGkef'JNileR-4~SS9a!s-8faker may seAd wJ'ltteA-flatfse..tG.l:,aSGElr-aIl9-beSS9e-aH;ystHallYl1H!R~S69r-fall&-l9-fl3Y"6UsR

amoYl1ts wlthlR4Q-days-afteF-6aId-A9tlse. lesses sRall-pay-sakl-m9fJlaa Ie Its BRilker aRa effset-suGh-amOOAt&-agaIR6t-RilAl In adElllloR;-bessae!s

8JGkaF-6llall-lle4eemed to lae a tt!lra !laFty-bEmellGlaP,f4a~mml~rBeme!!1 eR!efall.lrlte4Jy-aFlEileF-OOtweElR-be&ser-afl~R7-8faker-fer-the

IImlteli pll."OBsaf GelleaU!!!! aRY bFekelBo&f<le e'l.'ed.

15,3 RlIPFeSlIRtatlsAG aRd IRclelRRlUillii IIf Proker RelatlllR6/:lipll, be&seEHiRlI4essef-9!l~SeRt aRd waFf3flt-l6..l1:l&-9Uler-lRat-lt

ha6-llas Re sealiflg6-WI1h any pelSOR! llIIR. IilFGkilHlr-IlluJe~9tl'\e~FBkeIS, if aR~ IA 60RAe6lleR.wltlHhls-t:ea~e-eRe.etllar-IRaR-6ald

flaFRed BFGkeFS Is eflUUea teO aflY-G9mmlssleR-eF-fimla¢6 fee IA GeAFIBslleR-AeFQ'NllR. bessee-BRlUessGF-90 aaem l:IeFe&y-.agFGEHe-lRllelRlllfy,pf9l66lr

GefeRd-aRlUlalQ.ll:lEHllheF harmless frarR-afld.agaklst-llalillllty wr GQAlfleR6alla&eH!laFgas ""!lIsA FRay lle-Glaimellily aAY 611llh llflRaR'H:Hl-DFBkeFrliREler-er

etllet'-&lmllar-pllFt}' by reaSllA af :my aeallRlJS-6HGlloo& af tile IRdelRlllfyIRg.$!aRy,-lRsludiRi-ilflY-SEl~Rsa~86-f'ea&9R8bly-lAGllR'Bd

wIlIHespeet tl:larete.

16. Estoppel Certlficallils.

(a) Each Party (as "Responding Party") shall withIn 10 days after written notice from the olher Party (the "Requesting Party")

execute, acknowledge and deliver to tile Requesting Party a statement In writing In form similar to the then most current "Estoppel Certlflcate" form

published by the AIR Commercial Real Estate Assoclatlon, plus such addtllonal Informanon. conllnnallon and/or statements as may be reasonably

requested by the Requesting Party,

(b) If Ihe Responding party shall fall 10 execute or deliver the Estoppel Certilicate with1n such 10 day period, the Requesting Party

may execute an Estoppel Certillcate slaUng that (I) the Lease Is In full force and effect Without modlficallon except as may be represented by the

Requesllng Party, (II) there are no uncured defaults In the Requesllng Party's performance; and (Ill) If Lessor Is the Requesting Party, not more Ihan one

month's rent has been paid In advance. Prospective purchasers and encumbrancers may rely upon the Requesting Party's Estoppel Certll1cate, and the

Responding Party shall be estopped from denying the truth of the facts contaIned In saId Certlflcate.

(c) If Lessor desires to finance, refinance, or selllhe 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 statements as may be reasonably

"required by such lender or purchaser, Including but not limited to Lessee's financIal statements for the past 3 years. All such financIal statements shall

be received by Lessor and such lenderor purchaser In confidence and shall be used only for the purposes herein set forth.

17. Definition of Lessor. The term "lessor" as used herein shall mean the owner or owners at the lime In quesUon of the fea lltle 10 the

Premises. or, If this Is a sublease, of the Lessee's Interest In the prior lease. In the event ofa transfer of lessor's tlUe or Inlerest In the PremIses or this

Lease, Lessor shall deliver to'the transferee or assignee (In cash or by credit), wlth wrH;t;cn notice j;() 1.e!i56C, any unused Security Deposit held by Lessor.
Upon such transfer or assignment and delivery of the Security Deposit. as aforesaid, the prior Lessor shall be relieved of allilablllty with respect 10 the

PAGE 18 OF 25

INITIALS

@2001 • AIR COMMERCiAl REAL ESTATE ASSOCIATION

INITIALS

FORM STN-13-3/10E

Case 9:16-bk-11912-PC    Doc 211    Filed 03/01/17    Entered 03/01/17 15:32:44    Desc
 Main Document      Page 81 of 121



obligations anellor covenants under Illis Lease thereafter to be performed by the Lessor. Subject to the foregoing. Ille obllgail~s andlor covenants in

this Lease to be performed by the Lessor shall be binding only upon the Lessoras hereinabove defined.

18. Severability. The Invalidity of any provision of this LeaS9, as det€irmlned by a court of compelent jurisdlclfon, shall in no way affect the

validity ofany other provision hereof.
19. Days. Unless otherwIse specifically Indicated to the contrary, the word "days' as used In this Leese shall mean and refer to calendar days.

20. LImItation on Liability. The obllgaUons of Lessor under this Le,lse shall nol conslltute personal obllgaUons of Lessor or Its partners,

members. dlrectors, officers or shareholders, and Lessee shan look 10 the Premises, and to no other assets of Lessor, for the sallsfacllon of any liability

of Lessor with respect to this Lease, and shall not seek recourse against Lessclr's partners, members, directors, officers or shareholders, or any or their

personal assets forsuch sallsfacllon.
21. Time of Essence. Time Is of the essence with respect 10 the perfomlsnce of all obligations to ba performed or ObS8Ned by tha Parnes under

this Leasa.
22. No Prior or other Agreemenwi Sreker DlsclalmeF. This Lease contains all agreements between the Parnes wilh respeclto any matter

mentioned herein, and no other prior or contemporaneous agreement or und1erstanding shall be effeclive.-I.eliliQHlRll-I:essee-eaGl:l-fepr:e&eRt&-aRIi

WBIlaAts Ie lIle 9mkeFS-ttlat-it has mac;!e.-aR6-kH:elylRe-aelely-!J/lBfl, lis aWR IR\lesllga\lQR-a6-tG-lhe-Mtu~~FaIlter-MS--liRaHGial-fe6p&AsIIlillty

~1Re~~l&-bea6fHlREhaG la lila lise, RawF6r'IWII!¥-aRd-ehaFalltel~mml69&-BFt)ke~IHEISfl9A6llllllty ~'AtA F9Sf*l~6Fel1HlF

w1llHespesH9-aAY4efallll.-er-bFeaslHlamaf:.ay-eltltef'.l'!af(y.

23. Notices.

23.1 Notice Requirements. All notices required or permitted bll this Lease or appllcabla law shall be In writing and may be delivered In

person (by hand or by courter) or may be sent by regular, cerlified or registered mall or U.S. Postal Service Express Mall. with postage prepaid, or by

facsimile transmission, and shall be deemed sllfflclenlly given Ifserved In a manner specified In this Paragroph 23. The addresses noted adjacent to a

Party's slgnalure on this Lease shall be thaI Party's address for delivery or mailing of notices. Either Party may by written nollce to the other specify a

different address for noUce. except that upon Lessee's laking possession of IhE! Premises, the Premises shall consUlute Lessee's address for nollce. A

copy of all noUces to Lessor shall be concurrently transmitted to such party or parties al such addresses as Lessor may fJtlm time to lime hereafter

designate In writing.

23.2 Date of Notice. Any notice sent by registered or certified mall, retum receipt requested, shall be deemed given on the date of

dellvary shown on the receipt card. or if no dellvery date Is shown, the postmark thereon. If sent by regular mall the nollce shall be deemed given 72

hours after the same Is addressed as required herein end mailed with postagel prepaid. Nollces delivered by United States Express Mall or overnlghl

courier that guaranteesnex! day delivery shall be deemed given 24 hours after delivery of the same to the Postal Service or courier. Notices tronsmltted

by facsimile tlaosmlsslon or similar means shall be deemed delivered upon telephone confirmation of receIpt {confirmation reporl from fax machine Is

sufficient). pJtlvlded a copy Is also delivered via delivery or mall. If notice I~i received on a Saturday, Sunday or legal holiday, It shall be deemed

receIved on the next business day.
24. Waivers.

(a) No waiver by Lessor of the Default 'or Breach of any term, covenant or condition hereof by Lessee, shall be deemed a

waiver of any other lerm. covenant or condillon hereof, or of any subsequent Dl~fault or Breach by Lessee of the same or of any olher term, covenant or

condlllon hereof. Lessor's consent to, or appJtlval of. any acl shall not be deemed to render unnecessary the obtaining of Lessor's consent to, or

approval of. any subsequent or simIlar act by Lessee, or be construed as the basis of an estoppel 10 enforce the provisIon or pJtlvlslons of this Lease

requiring such consent.

(b) The acceptance of Rent by Lessor shall not be .3 waiver of allY Default or Breach by Lessee, Any payment by Lessee

may be accepled by Lessor on account of moneys or damages due Les50r. notwithstanding any quatlfying 5tatemenlls or condlllon:; made by Lessee In

connection therewith, which such statements andlor condlUons shall be of no fome or effect whatsoever unless speciliCillly agreed 10 in writing by Lessor

at or before the lime of deposit of such payment.

(c) THE PARTIES AGREE THAT THE TERMS OF THIS LEASE SHALL GOVERN WITH REGARD TO ALL MATIERS

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. D1sl;lg6Ur-eS RegaMIRg The ~Iature 9f a Real Estat9 ,II..g9RSYR9lat~

-------f«a*i--41•AAAlJAelHlRtlilflR!rlRt9-a-dl6GY66IeR-wlI11 a real eslalte ageAt l'ilijaF9k:lg-a-mal-aslate-lRmsastJOA. a besser af-b9S69a-sROllld

fra~e-ellt6ekJRl:leR;\aA~t type of ageAsy..relaIiell6Rlp-aF-mpr-e69AtatleA4Aa6-WltMl:Ie-ageRkJHl!ileAt6-lR-lRa-IfaR6a6tleR;-basseHlRd-t.eS6ge

aGkRewlel:lgHelAg-a«M69liI-9y.t!:le.smke~I&-tfaR63G\lQAra&-fg1klwl*

------------\(~I}------!;b~e6§!6a!2Effi-Aa!i::::tl@6l'l!m5b---A-tesseF&-ageRt-YAaler-a-llstlR§-agFeeffiQRt wllll the bOS69HlG1lHl6--lAe-ageRt-fGl'-lJ:i&.ke&6BF
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SAIy. l\ blJSssr's 30eRtar sullagellt has IRe fellewlRli aftiRllali¥a aB!lgaUeRs: Th ths bass9a-MElY~IIly-Gf-ulm9~Ategfity,...AeResty;-aRe

leyalty-l!HleallAgG willi lila LessaN fa !he be!!!lefHJ~B§9B a. gIIIgeFlHKeRllse-ekeaseAallla-6klllEHIRlkaRlIR flBr:fgFmaAGS af tJ:l&.agent!o

001186. b. '" gllly af haRB61 aRa fair aeaURli aRa 8age fal!h. G. ft, E1yty-to-ElISGlaGe-all ~615 knS\Wl Is lI:la ageRI maleRalIy-alfeGllRg lI:1B vallio-er-Eleeirabl1ily

af ltlo flRlflerly tf:lal are Ret kRawR ta, aF '.·JlllllR lI:le elllgeRt-atteRlIelHlRd-GbseMltl9R af, Itls. faaFlies. ,'\R ageRt-l&-R9t-allllgaleel te rBI/salla el!her FlaFty

aRY GeRfldeRtlallRfslmalleR ehlalAEll'l-fRlm IRa ather PaRy whist! eaas Ret-ffival'o'e the amFmaUve du1le&-GSt-ferll:l ailelo's.

----------ii(lfijl)---ibdf;!!!86S!Z§.!leMoo!:§'i:O!l~at.-An-a!lkgeRt GaR agree Is asla6 alieRt fer lI:1&-hessea aRIf. IR l!lase slwallBRs, ltlo-3§eRt-l6-Ret

tlie-l.e66Elr'&-afi9Rt,-eY6R If By agFeeFRaRt-tf:!e.ageRI may rsssl'lo galllpSRsaIl9R-fer sOFlo'I606 raRdarell, ellller Ifl full a~IR paFllfGlIl IRe basser.-AR-ageRt

aGIIRg Silly fer a Le66ss I:las IRs fells~YiRg-affII:malMHlllllgalleRs. Te 11:19 besss9l-A-fiGYGlaIo/ EMy ef YtIllEl~Rlegril.y;-lleResly;-aRe leyalty IR

deallRgs ','.q/R tile bessea. +e IRe bessas aRe !he bessGF. a. gUlgeR! eKflrsllla sf RlasaAabIHkIIl6-aRlI-6are-lfl-ilGFfufmaR~Rf!&..EIl;ItIes.-b.-A

Elyty..ef..AGltesH!llEl-falr EleallR!! aAEI geee falttl. G, ,t., dilly Ia dl6Glese all faels kRSWfl te IR&-,a!J6RWnaIaEially affssliRfl !he 'JaIIl&-al'-d6sllalilllty-Gf...tl.la

flRlpa~t-.a~ef.kRllwR W, er .....lthIFl-iKHllllieflt-attBRtlllfHlR9-eD66F1o<allsR aft 1R~s.--AR-ageRt-ls-AGklbl/galeQ.t~I-t~r Party aAY

GBRflQBRtlal-lAfefmaIlQR.8illalREKl-fl:aFR-lRa-alheHZaRy-w1llslr9Ba&-R9t-lrwal¥a-lRe-afIlfFRalWo-t:lutleG-GBt-fertJ:l.all9ll&r

~Il) t'\gaRH3esr.e69Rl/Rg-fffl!h-be660r-a!l!H;essaa..-A-raal-e&lato-a!l9flt.rtlltl:lel'-$t1Ri-GlRI~F-lRreugtraRo-ef,.ffiere

a&llGlllalEHiseRBe6t-G3A-legally De IRe agaR! af ilelR tIle-ba66eF-aRQ.tM..be668lHR a k't:IRsaGlIaFl;-l.mt-eAly-wllll-lR&-knewlmfg9-aREkeABGFlt-ef balA IRB

be66a~e-bessa&. Ie a ElllaklgeRlll/ sflllallsA, tlle-ag~&-tJ:le-fallewlRg afflFRlatl·,'e ebll§alleR&-le-aetA-tAe-bessar-aRll-tl:lo-lessaa;..a.,..A..flal:lGlaf}'

dllty.ekltlllest safB, lRtesfltyMleee6ty-aRd-leyalty..ffi-tlllHleallAge-wllA-eItll6f-be66GF-eF4he-bessee, Il. OIRer--eYlles-te-the-be66Gfo.aRB-Ih6-l:eIiSBB-aS

6laleEl-abe-ve-lR sllbpara!lfiijl~l}t-l!HepresaRtiRg 8ettlLe6SSF-aREI-beflsee;:.tho-ageffi-FR~at-wlll:leY!-th6-9llJlr86B .pGFmlookm-ef..tl:l6-fe6f*l6lWe

PaFty,416S1~Bf-Part}' IRa! IRe beGser 'HIli aBseil! reRt-lIHR-am9llRt-less tI:lsR tI:la! IRBisalell In the IIsllAl}-9F-lRat-4Re-l:as69o-l$-Willlflg III pay a

kI!lRer-fe~llat-effsraEi. +he abeYEHlYlle6-ef-tlio-agaRt IR a real elltale-tFaR636tleR de Ret relhwo- a LeS5ElF SF LS66ee l'Rlm--tl'l6-fe6fl8R6l81li!y-te

f*lltest-ttlelHlWn-IRIaRlGl6r-be6GB~ssee-sI'IeYkl-6arefyl1y-feafklIl-a9FeemeFlt&-to-a6SUFB lIlat IIlsy aEle$/l:l3tely expFBsS tHeir l:IRElarstaREliRg-ef-tlie

WRsastlSR. '" FBai B6late-ags~Rl9fHlI*lliflBEl-te-aElYlsa-aB9Yt-rea1 Bstate. If Isgal sr-tax-aElYlGQ-/lHle6lreEl, GeRSlilt a ooFRpeleAt;1Rlfe66leA3h­

--------il(IlI»)--l>JI8RlfUkeRl ha'o'e RElFB6pElR&lblllty-wltlHet;pllGt-ts-aR¥-Elefalll! tiT ilrllastl hGFB9~ll1lar J2arty. llIe PaFlles-agme that R9

/awsuIklF-Clfi:lEH'-le§al-pr:eooeEllRg-lIWQ"-'IR~reas!l sf ElII!',', eFRlr Br BFRls6IelHEllatlRg-te-lI:lls-l.ea~e-aRlYflRHlgelRIit-8JekeT mBRl lI:laFHilRa

yeaHlfter the Start gate aAd-lhat-Ihe-llablllty-{lFIGIYBlRg BSYr! Gellis aAEklttem~as}.-eHm¥-BmlIer-witiHEJspest la aRY SIIGII lawsuit anEller legal

pRlG69ElIAgo·ehall Ret sxBEleEl-tI:le-fee-reseI'leEl ily s~ 6Rl\w;*lF6l:laflt..tG-tRIs-bea68HlFBvldmf. RG'tl6'>'sli-tI:lat,.ll:le-feregelRfl-\IFRltatlefHlR-9a~fla

Ilatllll~et-be-appliGable-le-aRY'§R1S&-fl8illgeRGB-OF-WIIIfuI-lllISGBREllIst IIf SYGh Breker.
------'--t(SI9}~--lb,eB6GBF-aRG-be66ee agFBB Ie IrleR1I1'y IG Qmkers as ·CaRIiEleRtlaf!..aRy.G9ffiFRIlRIGaUGIHlHAfefmaIlGR-9i¥eR-BRlkeRHl:tat-lG

ooRSlElamd by sllah PaFty-to-lJo-GBRllEIaRllaI.

26. No.Rfght To Holdover. Lessee has no right to retain possession of the Premises or any.part thereof beyond tha expiration or termination of

this Lease. In the event that Lessee holds over, Ihen the BaSe Rent shall be Increased 10 150% of the Base Rent applicable Immediately precedIng the

expIratlon or terminal/on. Nothing contained herein shall be construed as consenl by lessor to any holding over by Lessee. 6essee-skaIl-Aat-6e
FBspeRSl9l&-fer-!ss&-pRlllt&-9F-PlffiItI¥e.-ef-GBRseqYeRIlaHiaFRagelHlRQeF...tJ:ds-l.ease. In the event LeS'See becomes a holdover tenant following any

tennlnatlon of thIs Lease prior to the expiration of the Orlglnal Tenn, Lessee ISS&EIo-Shall not be responsible for lost prolits or punlllve damages suffered

by Lessor. Lessee leEiSeEl shall be responsible for lost prollts In the event it holds over after the expiration of Ute Original Tenn. In all cases, Lessee

shall be liable for damages pursuant to Sectlon 1951 et seq. of the California Civil Code.

'2.7; CUmulative Remedies. No remedy or eteellon hereunder shall be deemed exclusive bUI shall, wherever possible, be cumulative with all

oUter remedies at law or In equity.

28. Covenants and Conditions; Construction of Agreement. All provisions of this Lease 10 be observed or performed by Lessee are both

covenants and condillons. In construing this Lease, all headings and tIlfes are for the c:;onvenlence of the Parties only and shall not be considered a

part of this Lease. Whenever required by Ihe contextl the singular shall Include the plural and vice versa. This Lease shall not be construed as If

prepared by one of the Parties, but rather according 10 Its fair meaning as a whole, as If both Parties had prepared n.
29. Binding Effect: Choice of law. This Lease shall be binding upon the Parties. their personal representatIVes, successors and assigns and

be governed by the laws of the State In which the Premises are located. My litigation between the Parties hereto concerning this Lease shall be

InlUated In Ute counly In which \he PremIses are located.

30. Subordination: Attornment: Non-Disturbance.

30.1 Subordination. This Leese and any Option granted hereby shall be subject and subordinate to any ground lease, mortgage. deed

of trust, or oUter hypolhecallon or securily device (collectively, "Security Device"), now or hereafter placed upon the Premises, to any and all advances

made on the security thereof, ..nd to all renewals, modlllcaUons, and extensions thereof but only If Lender or Ihe holder of such Security Device agrees

In writing for the benefit of Lessee 10 the reqUirements of Paragraph 8eGtIaA-30.3 below, lessee agrees that the holders of any such Security Devices
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(In this Lease together referred to as "lender") shall have no HabiHty or obfig.1Uon to perform any of the obllgallons of Lessor under this Lease. Any
Lender may elactlo have this Lease a~/or any OpHon granted hereby supel10r to the lien of Its Security Device by giving written noUce thereof to

Lessee, whereupon this Lease and such OpUons shaH be deemed prlDr to such Security DeVice, notwithstanding the relaUve dates of the documentation

or recordaUDn thereof.

30.2 Attornment In the event that LeS$or transfers fllle to the Premises, or the Premises are acquired by another upon the foreclosure
or tetmlnaUon of a Security Devise to which this Lease Is subordlnaled (I) lel:iseB shall, subject to tha non-dlslUrbance proVisions of Paragraph 30.3,

attorn to such new owner, 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 hereof, or, atlhe elecUon of ihe new OWner, this Lea~ie wJlJ automatlcally become a new lease balWeen Lessee and such new
owner, and (II) Lessor shall thereafter be relieved of any furlher obngations hl9reunder aod such new owner shall 8S$ume all of Lessor's obllgallons,
except that such new owner shall not: (a) be liable for any act or omission of ~Iny prior lessor or with respect to events occurring prior to acqulslUon of

ownership; (b) be subject to any offsets or defenses which Lessee might have a.galnst any prfor lessor. or (c) be bound by prepayment of more Ihan one
month's rentr6~e liable reF ItlEl return Elf a~flIy-Qeposlt pald Ie aAY-flR~e66eF wllleh W36-Ret.palEklF BFediteli Ie 611sll Re'.... e,,,.'R6f;-

~O.3 Non-Disturbance. With respect to Security Devices Elntered Into by lessor alter the execuUon of this Lease, LeS$ee's

subordination of IIlls Lease shall be subject to receiving a commercially reasonable oon-dlsturbance 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 opllons to extend

Ihe lerm hereof, will not be disturbed so long as Lessee Is not In Breach hereof and attoms 10 the record owner of the Premises. Further, wllllln 60 days

after the execution of this Lease, Lessor shall. If requested by Lessee, use Its l::ommerclaily reasonable efforts to obtain a Non-Disturbance Agreement

from the holder of any pre-exlsUng Security DeVice which Is secured by the PremIses. In lhe event thai Lessor Is unable to provide the Non-Disturbance

Agreement wIthin said 60 days, Ihen Lessee may, at Lessee's opUon, dlreclly conlaet Lender and attempt to negoUate for the execution and delfvery of

a Non-Disturbance Agreement

30.4 Self-executing. The agreements contained In this Paragr.lph 30 shall be effective wlthoulthe execuUon of any fUriher documents;. . .
provided. however, that, upon written request From Lessor or a Lender In connecllon with a sale, financing or refinancing of the Premises, Lessee and

Lessor shaH execute such furlher wriUngs as may be reasonably required to separately document any subordlnaUon. attornment and/or Non-Disturbance

Agreement provided for hereIn.

31. Attorneys' Fees. If any Party or Broker brings an acllcln or proceeding Involving Ihe Premises whether founded In tort, contract or equity, or

to deelers rights hereunder, the Prevailing Party (as hereafter defined) In any such proceedIng, action, or appeal thereon, shall be enlltled to reasonable

attomeys' fees. Such fees may be awarded In the seme suit or recovered Ina separate suit, whether or not such acUon or proceeding Is pursued 10

deelslon or Judgment. The term, "Prevailing Party" shall Include, wllhoutllmltallon, a Party or Broker who substanUally obtains or defeats the relfel

sought, as Ihe case may be, whether by compromise, settlement, Judgment. 01' Ihe abandonrtlent by the Dther Party or Broker of Its claim or defense.

The attomeys' fees award shall not be computed In accordance wilh any court fee schedule, but shaH be such as to Cuny reimburse all attorneys' fees

reasonably Incurred. In addition, Lessor shall be enUUed to atlomeys' fees, CIlSts and expElOses Incurred In the preparallon and service of noUces Df

Default and consultations In connecUon therewllll. whether or not a legal acllon Is subsequenlly commenced In connection with 'Such Default or resulting

Breach ($200 [s a reasonable minimum per occurrence for such servIces and consultellon).

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

case of an emergency, and otherwise at reasonable times after at lea5J; fortY-ellg!rt; (<lei) hourll prior written notice (or, In colUltlCtlon wfl:h I.ceeor·ll accelle; for
pUrpo91111 of l:iJndUGtlng ltll remediation of HllZ8rdoUll 5ull6tllnCl:fl pursuant to the Purchasc Agteement, lluch shorter notice " may be rea50nable under tho

clrcumetancell) fSlIseRahIe-pF!eF notice for the purpose of showing the same to prospective purchasers, lenders, or tenants, and making such alterations,
repairs, improvements or additions 10 the Premises as Lessor may deem necessary or desirable and the erecting, using and maintaining of utilities,

services. pipes and conduits through the Premises andlor other premises as long as there Is no malerial adverse effect to Lessee's use of the Premises.

All such activities shall be wllhout abatement of rent or lIabltlty to Lessee. L:eeor aCKnt>Wfe<lge6 thsr. leeeee Ie &IlbJect to ccrtllln federal and ..tate

confldentlDllty and !iiecurlty tllqulremcnt!l which prohibit lessee from permitting 8ccess, to certaln portion!! of the PremlSCfl to persons who do not P0!ii!iie!iil> adequate

ellcurlty cl4arSnCl:ll. AccordIngly. notwlth&tandln9 anythIng to thll contrary In thIs I.eD$/). whenever le!ii511r Is provided 'the right to have BCCess to the Preml9ce

pursuant to till! fllrme of thIs Lease. 6uch r~ht of acces" 5hllli not lnclud8 aCCl!Eie to tha!ie Indoor portion.. of the Prt:ml5c9 dell/gnated by Le"s.., 1!!rI bclng reetrlcted

to persan& wltll adequate 6CCUr!ty clearsncclI.
33. Auctions. Lessee shall not conduct, nor permit to be conducted. llOy aucUon upon the Premises w1thl?utt,essor's prior written consent.

lessor shall not be obligated to exercise any standard of reasonableness In detllrmlnlng whether to permn an auction.

34. Signs. Lessor may place on the Premises ordinary "For Sale" signs at aoy Ume and ordinary "For Leaso" signs during Ihe 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

signs must comply wllh an Applicable Requirements.

35. Tennlnatlon: Merger. Unless specifically slated otherwise In writing by Lessor, the voluntary or other surrender of this Lease by Lessee, the
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mutuallennlnaUon or cancellation hereof, or a tennlnatlon hereof by Lessor for Breach by Lessee, shall automallcally terminate any sublease or lesser

estate In Ihe Premises; provided, however, that Lessor mayelecl to continua anyone or all existing subtenancies. Lessor's failure wllhln 10 days

following any such event to elect to Ihe eonlrary by written nollce 10 the holdsr of any such lesser Inlerest, shall constitute Lessor's elecUon 10 have such

event constltule the lennlnatlon of such Interesl

36. Consents. Except as olhelWlse provided herein, wherever In lhis Lease Ihe consent of a Party Is required 10 an act by or for the olher Party,

such consent shall not be unreasonably withheld or delayed. Lessor's 'actual reasonable costs and expenses (Including but not limited to architects',

attorneys', engineers' and other consultants' fees) Incurred In Ute consideration of, or response to, a request by Lessee for any Lessor consent, Including

but not limited to consents to an assignment, a subletting or Ihe presence or use of a Hazardous Substance, shall be paid by Lessee upon rscalpt of an

Invoice and supporting documentation therefor (/IllCDpJ; LlJe50r ehall not l7e entftled to more "tlllln $2.000 for cSflh r",\ueet for canlii"nt to a fiub/e1l5e or

Beel!ll1mcnt). Lessor's consent to any aet, assignment or sublelUng shall not constitute an acknowledgment that no Default or Breach by Lessee of Ihls
Lease exists. nor shall such consent be deemed a waiver of any then existing Dafault or Breach, except as may be otherwise lilpeclflcally slated In

wrlUng by Lessor at the Ume of such consenl The failure 10 speclfy herein any particular condlUon to Lessor's consent shaH not precll,lde Ihe Imposilion

by Lessor at (he time of consent of such further or olher condlllons as are then reasonable wllh reference to Ute particular matter for which consent Is

being given. In the eventlhal either Party disagrees with any delennlnallon made by Ihe other hereunder and reasonably requests the reasons for such

detennlnaUon, the determining party shall furnish lis reasons In wrillng and In reasonable detail wllhln 10 business days following such request.

37. GY;IFaf'It9l;.

3=jt.1 exeGlIti9R, +lie GuaRlnteR1rl~ aRy, s"'all-eadl BXBSlIle a gt!aRlRly 1ft lJ:Ie faFfR-ffl9sWeGeAUy-Jlwtlllsf:lel:l.by-tRe-Al-R-GemmeJ'6la~1

5slate ."sseslatleAr-afl0-eaGtH;uOO-GYaRlAl9l'-6l:laIf..l:las.ra.tl:e-same-ebllgallaRlHl&-t.eS68lH1RlfeF.IJ:Ils-beaGe.

31.2 [)Ilfalllt, It s"'aIkeRslllWl-a-Gefallrt a~ tf:I&-t.assae-IHIRY GI:lBFaRler falls-af..fel'y6e6, l:lpeR FBElYe6t-te-pFa'AE!e: (8) e','lrJeR~

exe6lltlaR-9f-IJ:I~r;lAty;-lRGll:I9lR!J-lh&-alltflaRty-ef-tIl~Fty.-GlgAIRg-aR-GuamRleAHle,*,/l4G-BllIl!lBte G1-JsmRteFrSfld..lIHR9-Gasa af a GOrporow
GlIaRlRtor. a seFtilielikepy af a FaooMlaR sf lis llea~Gt9f&-all~flg-tillHllakIR!Ief 61:lGIl !IwaraR~ff8Rt-fiRaRslat-6tatamef!lsr{G}-aR

riGteppe!-GeFtilisate,' ElF (El) '....fitteR GeRfjFmOll~&-6lIl(..ffi.effest.

38. Quiet Possession. Subject to payment by Lessee of the Rent and performance of aU of the covenants. condlUons and provisions on

Lessee's part 10 be observed and performed under Ihls Lease. Lessee shall have quletllossesslon and qUiet enjoyment of the Premises dUring Ihe term

hereof.

39. . Options. If Lessee Is grallied all Option, 8S defined below. Ihen Ute following provisions shall apply:

39.1 Definition. "Option" shall meao: (a) the rlght 10 extend or reduce the term of or renew this Lease or to extend orrsduca the term

of or renew any lease Ihat Lessee has on other property of Lessor; (b) the right of first refusal or first offer 10 lease either the Premises or otherproperty

of Lessor; .(c) the'r1ghlto purchasa, Ihe right of first offer to purchase or Ute right of first refusl to purchase the Premises or other property of LeSsor.

39.2 Options Personal To Original Lessee. Any Option granted to Lessee in this Lease Is personal to the original Lesses, and cannot

be assigned or exerclsed by anyone other than sId origInal lessee and only whOe the original Lessee 15 In full posseSsion of the Premises and, if

requested by Lessor, wiUt lessee cerllfylng that Lessee has no Intentlon of thereafter asslgolng or sublelUng.

39.3 Multlpht Options. In the event Ihat Lessee has any mulUpfe Options 10 extend or renew this Lease, a later Option cannot be

exerclsed unless Ihe prior OpUons have been validly exercised.

39.4 Effect of Default on Options.

(a) Lessee shall have no right to exercise an Option: (I) during the parlod commenclng wIth the giving of any nollce of Default and

conUnulng until said Default Is cured. (11) durlng the period of lime any Rent Is unpaid (Without regard to whelher notice thereof Is given Lessee), (Iii)

during the lime Lessee Is In Breach of this Lease, or (IV) In the event that Lessee has been given 3 or more notlces of separate Default, whether or not

the Defaults are cured, during the 12 month pertod Immediately preceding Ute exercise of the Opllon.

(b) The period of time within which an Option may be exercised shall not be extended or enlarged by reason of Lessee's Inability to

exercise an Opl/on because of the provisions of Paragraph 39.4(a).

(0) An Option shalltermlnale and be of no further forca or effect, notwllhstandlng Lessee's due and timely exerclse of the Option, If.

after such exercise and prior to Ihe commencemant of the extended tenn or completion of the purchase. (I) Lessee falls 10 pay Rent for a perlod of 30

days after such Rent becomes due (without any necessity of Lessor to give nallce thereof), or (II) If Lessee commits a Breach of '!lIs Lease.

4G.--Muttiple.BulldiRgs. If tlls F'FeRllse&-aFs a paR af a !Imllp.ef.allllEl~RWI~B68F,-t,essee-a~os ltlat It .....iII ablEle-ay.aAEl-GaIlfQFm.t9

all-rea6ElRabl~le&-aRG-fe!llllall9R6-WJlIGll-be&6GF may make-fmm-tlma 19 lime fer !J:Is maRa!f6l'leRt,safet;r, aRE! GarB af sakl j3FapaFtki&rIRGIllEliRg-ll:le

GaF&-aRtkleaAlIrle&&-Gf..4R6-flfeuREllHHlEI..JA6llldlFlfJ-lhe--parkiRfiJr"leaEliAg-aRd-unleaElIRg-Gkelllslas, BAd Ie sa~Fllflleye8S,-6llpplla~lppeffir

6Ilsl6meF&;-GBRlfaGlef6-aAg IAlJllees le-sa-abfd&.aRckeRfeFm>-l.essee-alIi9-a!Jf996 Ie pay lis falr-sl4am-ef.Gammg~eA6e&-lRSll~IHlQARBGllsR-Wltl:l

6YGIHl:IkIlHl~YIatklR&.
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41. Security Measures. Lessee hereby acknowledges that the Rent palfable to Lessor hereunder does not Include the cost of guard selVice or

other security measures, and that Lessor shall have no obligation whatsoever 10 provide same. Lessee assumes all responsibility for !tIe protecUon of

Ihe Premises, Lessee, Its agents and invUees and thelr property from Iha acls 01' third parties.

42. ReservaUons. Lessor reserves 10 Itself the right, fTom time to Ume, leI granl, wllhout the consent orJoinder of Lessee, such easements, rights

and dedlcaUons that Lessor deems necessary, and to cause the recordallon, of parcel maps and reslricUons, so long as such easements, rights,

dedications, maps and restricUons do not unreasonably Interfere with lhe us., of the Premises by Lessee. Lessee agrees to sign any documents

reasonably requested by Lessor to effectua~e any such easement rights, dedlcal:lon, map or restrictions.

43. Performance Under Protest. If at any time a dispute shari arise a~: to any amount or sum of money to be paid by one Party to the other

under the provisions hereof, the Party against whom the obllgaUon 10 pay the money Is asserted shari have the right to make payment "under protesl"

and such payment Shall not be regarded as a voluntary payment end there shatll ~urvlve the right on the part of said Party to InsUtu!e sull for recovery of

such sum. If It shall be adJudged that there was no legal obllgallon on the palt of saId Party 10 pay such sum or any part Ihereof, said Party shall be

entitled to recover such sum or 60 much thereof 85 It was not legally required to pay. A Party who does notlnillale suit for the recovery of sums paid

"under protest" with 6 months shall be deemed to have waived 115 right to protest such payment.

44. Authority; Multiple Parties; Executlon.

(a) If either Party hereto Is a corporation, trust, limited liability company, partnership, or similar entity, each Individual

executing this Lease on behalf of such entfty represents and warrants lila! he clr she Is duly authorl1;ed to execute <lnd deliver this Lease on Its behalf.

Each Party shall, within 30 days after request. deliver to the other party a corporllt<: or em:1~ reeolutlon evldenclnll satlsfaGl9fY-6VlOORG6-9f such authority.
(e) If IRis besse 1!HllI86Ylelley mElI'64RaR-GA6-jlfJF5Et&9H1AIl~~sae;.aaGtl SIlSR peFSQA-9f-1lflUty..&l:laII-lJe-JeIAtly-aM

6lW6Fa1l;<-l1able-Mf8YflQen-lt-J&.a§RIeEf t!'lat SRY. BRB sf tAe Ramell-beQ;6~l:lall-BEH"lRlflBW9~le-aRY-i*MR9meRt-tG-lRl~68;-GF-9lI:IeF

Ela6lmleRt-aR61IIaIY-tf:l6FetG-aFIEl-blREl-aIl-ef..lRe..RameG-bessee&;-aRIl-beS611~Iy-I'QIy-eR-tf:la-sam6-il5-lf.alI-af-lREHlaffi6e1-bessees-l:lad e1l6sIlled SllsR

E1eGllIJl6Al,.

(c) This Lease may be executed by the Parlles In lXl,unterparts, each of which shall be deemed an original and all of which

together shaD consUMe one and the same InstrumenL

45. Connlct. Any conflict between the printed provisions of Ihls LeasEI and typewritten or handwritten provisions shall be controlled by the

typewritten or handwritten provisions.

46. Offer. Preparation of lhls Lease by either Party or their agenl and submission of same to the other Party shall not be deemed an offer to

lease to the other Party. ThIs Lease Is not lntendep 10 be binding unUi el(ecu!ed and delivered by all Parties hereto.

47. Amendments. This lease may be modified only In writing, signed b)r the Parties In Interest at the time of the modlflcaUon. As lorigas they

do notmaterielly change Lessee's obligaUons hereUllder, Lessee agrees to make such reasonable.non·monetary modillcations to this Lease as may be

reasonably required by a Lender in conneotlon with the oblalnlng of normal financing or refinancing of the Premises.

48. Waiver of Jury Trial. THE PARTIES HEREBY WAIVE THEIR RESPECTIVe RIGHTS TO TRIAL BY JURY IN ANY ACTION DR

PROCEEDING INVOLVING THE PROPERTY OR ARISING OUT Of THIS AGF~EeMENT.

49. Arbitraflon of Disputes. An Addendum requiring the Arbitration of Bill disputes between the Parties and/or Brokers arising oul of this lease

o is ~ is not attached to Ihls Lease.
50. Americans with DlsablllUes Act. Since compliance with \he Amerlcllns wllh Dlsabllitles Acl (ADA) Is dependent upon Lessee's specific use

of the PremIses, Lessor makes no wslTBnty or representallon as to whether or Ol)t the PremIses comply with NJA or any similar legislation. In the event

that Lessee's use of the Premises requires modmcaUons or additions to the Pn~mlses In order to be In MJA compliance, lessee agrees \0 make any

such necessary modiflcaUons and/or additions at Lessee's expense.

51. Net Worth of lOllll~. It llhafillo a Breseh oftllie Leae<: If the Net Worth OfL':5ll00 llhall fall to 170 at loast $4.000,000 at any time. "Net Worth of LcllllOO"

shall mean tho net worth of LeellOQ (lllCCludlng any guarantors) e5tal711shed under eenl~rlllly accepted sCGountlng prInciples. LellOOO el1a1l promptly deliver to lessor

such llviaenCB of the Net Worth of Le9llll0 Il9 may 170 rCll90nably requested by Les!iOr from tlmo to time (llut In no event more frequently than OnCB por calendar year

"luamr).

52. CompletIon of "nneK III Items. Within a rllaaonalll" pcrlo<l of tlmo after the Commencemont Dlf1;e, te,""c ahan, st loea~'eD'pon,;e, Iiomplcte all of the

r"plllNl, /'l'llovstlclM&,1lneluthor ttcmll aescrll7ed on."Mel< JIl to the Purchllee ~reQlllent,

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 THERETO. 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 ANO LESSeE WITH RESPECT TO THE PREMISIES.

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 THlSLEASE OR THE TRANSACTION TO WHICH

IT RELATES. THE PARTIeS ARE URGED TO:

1. SEEK ADVICE OF COUNSEl. AS TO THE LEGAL AND TAX CONSEQUENCES 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

l.ESSEE'S INTENDED USE.

WARNING: IF 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.

PAGE240F25

INmAlS

@2001 • AIR COMMERCIAL REAL ESTATE ASSOCIATION

INITIALS

FORM STN-13-3/10e

Case 9:16-bk-11912-PC    Doc 211    Filed 03/01/17    Entered 03/01/17 15:32:44    Desc
 Main Document      Page 87 of 121



The parties herelo have executed thIs Lease allha place and on lhe dates spedlied above their respectlve slgnatures.

Executed at Exl~cuted at: -- _
On: On: _

By LESSOR:

Channel Technologies, Inc.

By I.ESSEE:

Channel Technologies Group, LLC

By. dm.iJJ~) By. '--:T!-.::-72-~
Nam~: ~--_l,L.__-_---------Name Prlnled: _
TItle:· nu,a: _
By: By: _

Name pilnted: Name Printed: -----------------TIUe: TItl13: _

Address: Address:

Telephone:(__l Telt3phone:<-) _

Facslmlle:{__) Facslmile:(__) _

Email: Emiall: _

Email: Emiall: _

FedersllD No.. Federal 10 No. _

1;J6I"1ROloJlKI\lEI;;fRG:-----..,..-----------tJl6RI'J'I~

AltA; AltA.i-::=================================
:r:IlIlele:-=================================:mkIIl-::=================================
AGdFasG: AGllreSSESfl.:-==========================

+elepReRi6le:tL:J==r:===================+aIElllooRse;:t(==r-)-====================
lOaG61mUe:( } FasiillmllOl( )

f$al~ - ~llilrl;-=========================-
PeeeRll-IQ-Ne. oFGdlsrallD Na.

BfekeFlABeRt gR£ I168R6e #; Iih:e~i6r1Age~Rl!-blGElR616e~tll;~;-==============

NOTICE: These forms are often modlfled to meet changing requirements Ii)f law and Industry needs. AlwaYli Writll or call to make sure you

are utilizing the most current form: AIR Commercial Real Estate AssoclaUon, 800 W 6th Street, Suite 800, Los Angeles, CA 90011.

Telephone No. (213) 687-8m. Fax No.: (213) 687-8616.

@l Copyright 2001 ~ By AIR Commercial Real E~itate Association. All rights reserved.

No part of these works may be reproduced In any form without permission In writing.
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RENT ADJUSTMENT(S)
STANDARD LEASE ADDENDUM

Dated D::.;E!::.;c::;:e;:::mb=e.:::,r_...!,-=2:.::.0..:;,1;:..1 _

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

Patagraph~

A RENT ADJUSTMENTS:

The monthly rent for each month of the adjustment perfod(s) specified below shall be Increased usIng Ihe method{s) Indicated below:

(Check Melhod(s) to be Used and Fill In Appropriately)

21 I. Cost of Living Adjustment(s) (COLA)

a. On (Fill In COLA Dates); each anniversary of the Commencement Date (other than MRV

Adjustment Dates)

the Base Rent shall be adjusted 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 ooe);0 CPI W (Urban Wage Earners and Clerical Workers) or 0 CPI U (All Urban Consumers),

for (Fill In Urban Area);

Los Angeles - Riverside - Orange County, California

__________~----------------------------------"All Items

(1982-'984"'100). herein referred 10 as "CPI".

b. The monthly rent payableln accordance with paragraph AI.a. of this Addendum shall be caJClJlaled as follows; the Base Rent set forth In
paragraph 1.5 of the attached Lease, shall be mulUplled by a fracllon the numerator of which shall be Ihe CPI of the calendar month 2 months prior 10
the month(s) speclfled In paragraph At.a. above during which the adjustment Is to take effect, and the denominator of which shall be the CPt of the
calendar month Which Is 2 monlhs prior to (select one): the 21 first month of the term of this Lease as set forth in paragraph 1.3 ("Base Month") or 0
(FIJI In Other "Base Month"): • The sum so calculated shall
consUtute the new monthly rent hereunder, but In no event, shall any such new monthly rent be less than the rent payable for the month Immediately
preceding the rent adJustmenL For purposes of the rant adJustment on the saventh (7th) annlversary of the Commencement Date and each adjustment
thereafter, the Base Month shall be the calendar month which is two (2) months prior to Ihe MRV Adjustment Date.

c. In the event the compllaUon andlor publication of the CPI shall be transferred to any other govemmental department or bureau or agency
or shall be dlsconlinued, then the Index most nearly the same as the CPI shall be used to make such calClJlalion. In the event that the Parties cannot
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agree on such altemallve Index, !hen the mailer shall be 5ubmllted for decision 10 the American ArbilraUon Association In accordance with the !hen rules
of said AssoclsUon and the decisIon of !he arbitrators shall be binding upon the II'af1les. The cost of said Arbllratlon shall be paid equally by the Parties.

o II. Market Rental Value Adjustment(s) (MRV)
a. On (Fill In MRV AdJuslment Date(s): the sixth (6th) ianniversary of the Commencement Date

the Base Rent sllall be adjusted to the "Market Renlal Value" of the property as follows:

1) Four months prior to each Market Rental Value AdJuslment I)ate described above, the Partles shall attempt to agree upon what !he
new MRV will be on the adjuslment date. Ifagreement cannot be reached within thirty days, then:

(a) Lessor and Lessee shall Immediately appoint a mutually acceptable appraiser or broker to establish the new MRV within
the next 30 days. Any associated costs will be spilt equally between the Parties, or

(b) Both lessor and lessee shall each Immedlatl~ly make a reasonable determination of the MRV and submit such
determination, In wrillng, to arbitration In accordance willi the following provisions: .

(i) Within 15 days thereafter, Lessor and lllStleEl shall each select an 0 appraiser or 0' broker ("Consultant" ­
check one) of lIielr choice to acl as an arbitrator. The two arbllrators so appoilltl3d shall Immediately select a third mutually acceptable Consultant to act
as a third arbitrator.

(II) The 3 arbitrators shall williin 30 days of the appointment of Ihe third arbItrator reach a decision as to what the
actual MRV for the Premises is, and whether L~or's or Lessee's submitted MRV Is the closest thereto. The decision of a majority of the arbitrators
shall be bindIng on lIie PartIes. The submitted MRV which Is determined to be the closest 10 the actual MRV shall thereafter be used by the Parties.. . .

(nI) If either of the Parties falls to appoint an arbltrator within the speclfied 15 days, the arbitrator timely appointed by
one of them shall reach a decision on his or her own, and said decision shall be bInding on the Parties.

(Iv) The entire cost of such arbltraUon shall be paid by the party whose submitted MRV Is nol selected, I.e., the one
thai Is NOT the closest to the actual MRV.

2) NotwIthstanding the foregoing, lIie 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 become the new ''Base Renr' for the pUrpOS'9 of calculating any further AdJuslmenls, and
2) Ihe Ilrst month of each Market Rental Value term shall become the new 'Base Month' for the purpose of calculallng any further

Adjustments.

o III. Axed Relltal ,lWjllstmSRI(s) (fORII,}

+R908ase-Ram.sl:lalUle-1R1lfllaseG-f9-.ll:le-fgllawiRfraR'l9\1FI!&-efI..tRe4ateEH;9~Flh-lleleY#--

OR (FIlii" FR.''' ,'\djlllltm81eA'*t.J;[llaatEtel~(6;l;n~: ------------......;T:rflIle-Naw-8asa-Renl sRail be: -

B. NOTICE:
Unless specified otherwise herein. nollce of any such adjustments, other than Axed Rental Adjustments, shall be made as specllied in

paragraph 23 of the Lease.

C. SROKfiR'5 1'156;
----IT.fthe-au8rreekeflHll:lall be pale a QrekeFag~e-faf.eaGR-adJ\lstment-speG#laEl-abGYe-lfHIG6GF8aRGa·..Mll pafa§FafJJ:!-.:l~a~he--bease.
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NonCE: These forms are often modified to me"t changing requirements of law and Industry needs. Always write or call to make sure you
are uttllzlng the most current form: AIR Commercial Real Estate Association, 800 W 6th Street, Suite 800, Los Angeles, CA 90017.
Telephone No. (213} 607·Sm. 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:

PARCEL 1

THAT PORTION OF THE RANCHO LA GOLETA IN THI: 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. OAKLEY, JR., AND A. BONNETTI,
RECORDED IN BOOK 3, PAGE 375 OF OFFICIAL RECORDS OF SAID COUNTY, FROM WHICH A 1­
1/2INCH 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 820 31'38" EAST 195.715 FEET; THENCE SOUTH 00 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 1f21NCH 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 451.1 0 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 1611, PAGE
265 OF OFFICIAL RECORDS, RECORDS OF SAID COUNTY; THENCE SOUTH 330 38' 40" WEST
ALONG SAID SOUTHEASTERLY LINE 207.05 FEET; THENCE SOUTH 890 10' 30" EAST 375.32 FEET;
THENCE, NORTH 00 49' 30" EAST, 154.00 FEET, THENCE SOUTH 89° 10' 30" EAST, 168.00 FEET;
THENCE NORTH 00 49' 30" EAST, 20.00 FEET TO THE: TRUE POINT OF BEGINNING.

APN 071-170·77 (AKA 839 Ward Dr.)

PARCEL 2

PARCEL BOF PARCEL MAP NO. 12-943 ON FILE IN BOOK 24, PAGES 96 AND 97, OF PARCEL
MAPS IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY.

APN 071-170-078 (AKA 859/861 and 869/879 Ward Dr.)
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OPTION(S} TO EXTEND
STANDARD LEASE ADDENDUM

Dated ----~De:.:.:c::::;e~mb=e:::.r-...!-,-=-20::..:1:..:l:....----------

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

corporation

By and Between (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~

A. OPTION(S) TO EXTEND:
Lessor hereby grants to Lessee the option to extend the lenn of this Lease for two,2) additional twenty-four (24)
month period(s) commencing when the prior term expires upon each and all of the following terms and conditions:

(f) Inartier to exercise an opllon to extend. Lessee must givewritten nollce of such election to Lessor and Lessor must receive llle sarne al
least 9 but not more than 12 months prlor to lhe dale Ihallhe option period would commence. time beIng of the essence. If proper
notiilca""'iiO'TiOfthe exercise of an option Is not given and/or received, such option shalt automallcally expire. Options (If there are more than one) may
only be exercised consecutively. .

(II) The provisions of paragraph 39, Including those relating to Lessee's Default set forth In paragraph 39.4 of this Lease, are condlllons of
this Option.

(1lI) Except for the provisions of lhls Lease granting an option or optlons 10 extend Ihe term. all of the terms and condlllons of thIs lease
except where specifically modlfled by this option shall apply.

(Iv) This Option Is personal to the original Lessee, and cannot be assigned or exercIsed by anyone other than said orlglnall.essee and only
whlfa the orlglnal Lessee Is In full possession of the PremIses and without the Intention i1f thereafter assIgning or subletllng.

(v) The monthly rent for each month of the option period shall be calcUlated as fo/lows, using the methodes) Indicated below:
(Check Melhod(s) to be Used and Fill In Appropriately)

ttl i.
a.

Dates

Cost ofLiving AdJustment{s) (COLA)
On (Fill In COLA Dates): each anniversary of the Conunencement Date (other than MRV Adju:strnent

the Base Rent shall be adjusted by the mange, if any, from the Base Month specified belOW, In the Consumer Price Index of Ihe Bureau of Labor
Statlstlcs of ills U~S. Department of Labor for (select one): Ii?J CPI W (Urban Wage Eamers and Clerical Workers) or 0 CPI U (All Urban Consumers).
for (Fill in Urban Area):

Los .Angeles - Riverside - Orange County, California
All Items (1982-1984 ;: 100), herein referred to as "CPI".

b. The mon!hly rent payable In accortlance with paragraph A.1.a. of this Addendum shall be calculated as follows: the Base Rent sel forth In
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paragraph 1.5 of the attached Lease, shall be mUltiplied by a fraction the numurator of which shall be the CPI of the calendar month 2 monlhs prior to
the month(s) specified In palClgraph A.1.a. above during which the edjustment 15 to take effect, and the denominator of which shall be the CPI of the
calendar month which Is 2 months prior to (select one): E1lthe first month of thl~ term of this Lease as set forth In paragraph 1.3 ("Base Month") or 0
(RII In Other "Base Month"):

The sum so caleuf..ted shall consUMe the new monthly rent hereunder, but In no event, shall any such new monthly rent be less than the rent payable
for the month Immediately preceding the rent adjustment.

c. In the event the compilation and/or pUbllcaUon of the CPI shall be transferred to any other governmental department or bureau or agency or
shall be c1Jscontlnued, then the Index most nearly the same as the CPI shall be used to make such calculation. In the event that the Parties cannot
agree on such allemal/ve Index, then tha matter shall be lIubmltled for del1lslon to the Amerlcan ArbltraUon Association In accordance with the then rules
ofsaId A;ss0clatlon and Ihe decisIon of the arbitrators shall be binding upon the IJartles. The cost of saId Arbitration shall be paId equally by the Parties.

Itl II. Market Rental Value AdJustmanf(s) (MRV)
a. On (Fill In MRV Adjustment Dale{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 months prlor to each Market Renlal Value Adjustment Dale 'clescrlbed above, the Parties shall attempt 10 agree upon whattha new

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

(a) Lessor and Lessee shall Immediately appoInt a mutually acceptable appraIser or broker to establish the neW MRV within the next 30
days. Any assocIated costs will be split equally between the Partles, or

(b) Both lessor and Lessee shall each ImmedIately make a reasonable detenninallon of the MRV and submit such detennlnatlon. in
wrltlng. to arbltratlon In accordance with the follOWing provisIons:

(I) Within 15 days thereafter, Lessor and lessee shall each selecl an 0 appraIser or 0 broker ("Consultant" ~ check one) of their
choice to act as an arbitrator. The two arbitrators so appointed shall Immediately select a third mutually acceptable Consullant to act as a third
arbitrator.

(II) The 3 arbitrators shall wIthin 30 days of the appointment of the third arbItrator reach a decIsion as to what the actual MRV for
the Premises Is, and whether Lessor's or Lessee's submitted MRV 15 the closest therelo. The del1lslon of a maJorilyof the arbitrators shall be blndlng on
the Parties. The submitted MRVwhich Is determined to be the closest to the acilua( MRVshall thereafter be used by the Parties.

(HI) If either of the Parties falls to appoint an arbitrator within Ihe specified 15 days. the arbitrator lfmely appointed by one of them
shall reach a decision on his or her own, and said decision shall be bInding on the Parties.

(Iv) The entire cosl of such arbitration shall be paId by the party whose submitted MRV Is not selected, Ie. the one that Is NOT the
closest to the actual MRV.

2) Notwithstanding the foregoing, the new MRV shall nol be less lhan the rellt payable for the month Immediately preceding (he renl
adjustment.

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

1) the new MRVwlll become the new "Base Rent" for the purpose of l::alculatlng any further Adjustments, and
2) the first month of each Market Rentat Value term shall become the new "Base Monlh" for the purpose of calculatlng any further

Adjustments.

o III. fll<vd Rental AdJustment!&) (FR.~
+l:le-ilaGe-Re~IJ..ba.lRSfeas9d 19-1lla-fallewlR!f-3RlElllf!t&.GR-lAe.dates-sat4eFll:!-balGIW--

------~OIRR-fI(FFlill-lfl-FRA-A9JyslR:lent:.tlatefS(s~»l-· -----...,.----------=Tl=RhEH>lew Sase ReRt-shaI/..l:lE*--
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B. NonCE: •
Unless speclfied othelWlse herein, nollce of any rental adjustments, other than Fixed Rental Adjustments, shall be made as speclned In

paragraph 23 of the lease.

C, BROKER'S FEE:
Tile BrekeRi shall Be palG-a-tilRikeFa§B FeB for eaGh-aajY6lmel"lt speGllled allow 11'1 3GGBRilaAGe ,..Alii paFaffFaph ~ lj ef lila beasa-

NonCE: These forms are often modified to meet changing requirements of law and Industry needs. Always write or call to make sura you
are utilizing the most current form: AIR Commercial Real Estate Association, 800 W 6th Street, Suite 800, Los Angeles, CA 90017.
Telephone No. (213) 687·8777. Fax No.: (213) 687-8616.

INITIALS

©200D - AIR COMMERCIAL REAL ESTATE ASSOCIATiON

PAGE 3 OF 3

INITIALS

FORM Oc-3·8{00E
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Exhibit "F" 

 

Confidentiality and Proprietary Rights Agreement 

 

 

[To be Attached] 
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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. 

(a) 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. 

(c) 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. 

(a) 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: 

(i) 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. 

(ii) Resulted from any work performed directly or indirectly by the 

Transitioning Employee for the Employer. 

(iii) 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.  

(c) 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. 

(f) 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. 

(a) 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. 

  

Channel Technologies Group, LLC, a 

California limited liability company, 

Debtor and Debtor in Possession 

 

 By: ___________________________ 

Name:  David Tiffany 

Title: Chief Restructuring Officer 

 

 

[TRANSITIONING EMPLOYEE 

NAME] 

 

 

Signature:_____________________ 

 

Print Name: ____________________ 
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Exhibit “A” 

Copy of California Labor Code Section 2870 

 

[To Be Attached] 
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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 
 vnewmark@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: 
 
CHANNEL TECHNOLOGIES GROUP, 
LLC, 1 

 Debtor. 

 Case No.:  9:16-bk-11912-PC 
 
Chapter 11 
 
ORDER AUTHORIZING DEBTOR TO 
ENTER INTO ASSET PURCHASE 
AGREEMENT WITH AND SELL PROPERTY 
FREE AND CLEAR THROUGH PRIVATE 
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 
 

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, 

2017.2  The Court having considered the Motion and the Declaration of David Tiffany in support 

                                                 
1 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.   
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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. §§ 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 APA3 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 II, 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, 

                                                 
3 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.  
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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. 

I. 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)(l)-(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 
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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. 

O. 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. 

§ 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 
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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. 

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

 
### 
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PROOF OF SERVICE OF DOCUMENT 
 
I 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, I 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: 
 
 
  Service information continued on attached page 
 
 
2.  SERVED BY UNITED STATES MAIL: 
On  March 1, 2017, I 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 mail, 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 
Attn:   Mr. Mark Shaw 
5535 Huntington Drive 
Santa Barbara, CA  93111 

Counsel for Sonatech, LLC 
Reicker, Pfau, Pyle & McRoy LLP 
Attn:  Michael E. Pfau 
1421 State Street, Suite B 
Santa Barbara, CA 93101 
 

  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, I 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 
 
 
I 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 
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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): 

• Daniel Denny     ddenny@gibsondunn.com  
• Brian D Fittipaldi     brian.fittipaldi@usdoj.gov  
• Michael S Greger     mgreger@allenmatkins.com  
• William W Huckins     whuckins@allenmatkins.com, clynch@allenmatkins.com  
• Elan S Levey     elan.levey@usdoj.gov, louisa.lin@usdoj.gov  
• David W. Meadows     david@davidwmeadowslaw.com  
• Samuel A Newman     snewman@gibsondunn.com  
• Victoria Newmark     vnewmark@pszjlaw.com 
• Reed H Olmstead     reed@olmstead.law, olmstead.ecf@gmail.com  
• United States Trustee (ND)     ustpregion16.nd.ecf@usdoj.gov  
• Alan J Watson     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 
 
 

Debtor 
Channel Technologies Group, LLC 
Attn:  David Tiffany 
 Chief Restructuring Officer 
879 Ward Drive 
Santa Barbara, CA  93111 
 

 

Brian Fittipaldi, Esq. 
United States Trustee 
128 East Carrillo Street 
Santa Barbara, CA  93101 

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

Charles Miller, Member 
5916 Carnegie Lane 
Plano, Texas 75093 
 

CR3 Partners 
Attn:  William Snyder; David Tiffany;  
  Robert Carringer; Michael Nguyen 
13727 Noel Road, Suite 200 
Dallas, TX  75240 

Claims Agent 
Prime Clerk 
Attn:  Michael J. Frishberg 
830 3rd Avenue 
New York, NY 10022 

Bank 
CIT/One West 
Gordon Lenarth, Director 
Treasury Management Group 
888 East Walnut Street 
Pasadena, CA  91101 
Email:  gordon.lenarth@cit.com 

 Government Entities  

Jeff Sessions 
U.S. Attorney General 
U.S. Dept. of Justice 
950 Pennsylvania Avenue NW 
Washington, D.C.  20530-0001 

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

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 

Kamala D. Harris 
State of California 
Office of the Attorney General 
1300 “I” Street 
Sacramento, CA  95814-2919 

Felix E. Leatherwood 
   Supervising Deputy AG 
Brain D. Wesley, Deputy AG 
300 South Spring Street, Suite 1702 
Los Angeles, CA  90013 

DFAS  
Attn:  Office of the General Counsel 
8899 East 56th Street 
Indianapolis, IN  46349-0160 

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

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

CA Franchise Tax Board 
BK Section, MS:  A-340 
P.O. Box 2952 
Sacramento, CA  95812-2952 
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Littleton Massachusetts Chief Assessor 
Attn:  Katherine Miller 
37 Shattuck Street, Room 206 
Littleton, MA  01460 

Littleton Massachusetts Tax Collector 
Attn:  Deborah Richards 
37 Shattuck Street, Room 207 
Littleton, MA  01460 

CA Franchise Tax Board 
P.O. Box 942857 
Sacramento, CA  95812-2952 

Santa Barbara County Tax Collector 
Attn:  Harry E. Hagen 
105 East Anapamu Street, Suite 109 
Santa Barbara, CA  93102 

Employment Development Dept. 
Bankruptcy Group MIC 92E 
P.O. Box 826880 
Sacramento, CA  94280-0001 

State Board of Equalization 
Special Operations BK Team, MIC: 74 
P.O. Box 942879 
Sacramento, CA  94279-0074 

Massachusetts Dept. of Revenue 
P.O. Box 9550 
Boston, MA  02114-9550 

 
Massachusetts Dept. of Revenue 
P.O. Box 7010 
Boston, MA  02204 
 

 

 TOP 20 LARGEST  

BAE Systems 
Attn:  Kim Dean 
65 River Road 
Hudson, NH  03051-5228 
 

 

SCIENCE APPLICATION INT’L CORP. 
Attn:  Laura Hyden 
151 Lafayette Drive, Suite 301 
P.O. Box 2501 
Oak Ridge, TN  37830 
 

ALION 
Attn:  Paul Hendryz 
1000 Burr Ridge Parkway 
Suite 202 
Burr Ridge, IL  60527 
 

LEIDOS 
Attn:  Kristin M. Grimes, Legal Dept. 
11955 Freedom Drive, 16th Floor 
Reston, VA  20190 

PRECISION SCREW MACHINE 
   PRODUCTS, INC. 
Attn:  Joseph A. Moreshead 
30 GOOCH STREET 
P.O. BOX 1944 
BIDDEFORD, ME  04005 
 

ADVANCED GEOENVIRONMENTAL, 
INC. 
2300 KNOLL DR., UNIT L 
VENTURA, CA  93003 
 

HERAEUS PRECIOUS METALS  
   NORTH AMERICA 
Attn:  Ryan Hermann 
24 UNION HILL ROAD 
WEST CONSHOHOCKEN, PA 19428 

MEL CHEMICALS 
Attn:  Patricia Jones 
14271 Collection Center Drive 
Chicago, IL 60693 
 

CNC MACHINING, INC. 
Attn:  Greg Brous, President/CEO Admin. 
510 S. Fairview Avenue 
Goleta, CA 93117 
 

KAYO DENSHI CO., LTD. 
Attn:  Ms. Chieko Murakami     
5-19-13 Suneori-cho 
Tsurugashima, Saitama 350-2211 
Japan 

VALUE BASED SOLUTIONS 
Attn:  Roland Ciaramitaro 
1651 Crossings Parkway 
Suites B & C  
Westlake, OH 44145 

ASTRO INDUSTRIES, INC. 
Attn:  A. Hinders 
4403 DAYTON XENIA ROAD 
BEAVERCREEK, OH  45432 

CAL WEST ENVIRONMENTAL 
Attn:  Cathy Williams 
2386 First Street 
La Verne, CA  91750-5545 

PHOENIX INTL HOLDINGS, INC.  
Attn:  O.Glover/Ken Pollock 
9301 Largo Drive West 
Largo, MD  20774 

NRL & ASSOCIATES, INC. 
Attn:  Jeff Rumsey 
245 Log Canoe Circle, Suite I  
Stevensville, MD 21666 

MI-TECH METALS, INC. 
Attn:  Kathi Slaughter 
4701 Massachusetts Avenue 
Indianapolis, IN  46218-3144 

GRAINGER 
Attn:  SCD; Ref. #805196730 
7300 North Melvina 
Niles, IL  60714 
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MORGAN TECHNICAL CERAMICS 
Attn:  Kay Griffiths 
Vauxhall Industrial Estate  
Ruabon Wrexham LL14 6HY 
United Kingdom 

GLENAIR, INC. 
Attn:  Pam Ama-Hawkins 
1211 Air Way 
Glendale, CA  91201 

MISSION UNIFORM SERVICE 
Attn:  William Slade 
725 E. Montecito 
Santa Barbara, CA  93102 

 Secured Creditors  

 

Prepetition Secured Creditor/DIP 
Lender 
Blue Wolf Capital Partners 
Attn:  President 
One Liberty Plaza, 52nd Floor 
New York, NY  10006 

Counsel to Blue Wolf Capital Fund II, L.P. 
John J. Monaghan 
Holland & Knight, LLP 
10 St. James Avenue, 11th Floor 
Boston, MA  02116 

 Interested Parties  

Amerisource Funding, Inc. 
7225 Langtry Street 
Houston, TX  77040 

Fidus Mezzanine Capital II, L.P. 
   as Collateral Agent 
1603 Orrington Avenue, Suite 1005 
Evanston, IL  60201 

Gladstone Investment Corporation 
1521 West Branch Drive, Suite 200 
McLean, VA  22102 

 

Wells Fargo Business Credit 
  Government Services Group 
A Div. of Wells Fargo Bank, N.A. 
2010 Corporate Ridge, Suite 900 
McLean, VA  22102 

Counsel for MSI Transducers Corp. 
Christopher M. Candon 
Sheehan Phinney Bass & Green 
1000 Elm Street, 17th Floor 
Manchester, NH  03101 

Michelle Salazar 
Tiger Group 
340 N. Westlake Boulevard, Suite 260 
Westlake Village, CA 91362 

Nick Dove 
Heritage Global 
12625 High Bluff Drive 
San Diego, CA 92130 

Nyk Westbrook 
Industrial Assets 
11426 Ventura Boulevard,  
Studio City, CA 91604 

Sharon Kopman 
Great American Global  
21860 Burbank Blvd. 
Suite 350 North 
Woodland Hills, CA 91367 
 

Kevin Otus 
Onyx Asset Advisors, LLC 
535 Mission Street, Suite 1400 
San Francisco, CA 94105 

Marc D. Mazzalupo 
The Branford Group 
896 Main Street 
Branford, CT 06405 
 

 Request for Special Notice  

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 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, 12th Fl. 
San Francisco, CA  94111 

Counsel for Lockheed Martin Corp. 
Christopher R. Donoho, III 
M. Shane Johnson 
Hogan Lovells US LLP 
875 Third Avenue 
New York, NY  10022 

Counsel to Blue Wolf Capital Fund II, 
L.P. 
Alan J. Watson 
Holland & Knight LLP 
400 South Hope Street, 8th Floor 
Los Angeles, CA  90071-2040 

Counsel for Landlord 
Thomas N. Harding  
Seed Mackall LLP  
1332 Anacapa St., Suite 200  
Santa Barbara, CA 93101 

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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