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ASSET PURCHASE AGREEMENT

This ASSET PURCHASE AGREEMENT (this “Agreement”) is made and entered into
as of February 27, 2009 (the “Effective Date™), between NAILITE INTERNATIONAL, INC., a
Delaware corporation, as debtor and debtor-in-possession (“Scller™), and PREMIER
EXTERIORS, LLC, a Delaware limited liability company (“Purchaser™).

WITNESSETH:

WHEREAS, Seller is engaged in the business of developing, manufacturing, marketing
and selling molded polypropylene sidin g for the home remodeling and construction markets (the

“Business™}),

WHEREAS, upon the execution of this Apgreement, Seller has agreed to file a voluntary
petition for relief under Chapter 11 of Title 11 of the Unijted States Code, 11 U.S.C. §§ 101 et
seq. (as amended, the “Bankruptcy Code”) in the United States Bankrnptey Court for the District
of Delaware (the “Bankaupicy Coupt™), thereby commencing iis bankruptcy case (the

“Bankruptcy Case™);

WHEREAS, upon the terms and conditions and subject to the conditions set forth hersin
and as authorized under Sections 105, 363, and 365 of the Bankruptey Code, Seller desires to sell
and .Purchaser desires to purchase certain of the assets of Seller (as more fully described in
Section 2.1), including, but not limited 10 (1) Accounts Receivable, general intangibles, and all
rights to the payment of moncy, (2) mventory, work-in-process, raw materals and goods in
transit; (3} Fumniture and Equipment, Hardware and motor vehicles, (4) other incidental assets,
both tangible and intangible, coliectively comprising the operations of Seller, and (5) Assumed
Iutellectual Property, but excluding the Excluded Assets as defined in Section 2.2 hereof (the
“Sale of Assets™), (the Sale of Aszets, together with all transactions necessary to consummate the
sale and purchase of such Assets, are referred to herein as the © ransactions”) in exchange for
the payment to the Seller of the Purchase Price (as defined below);

WHEREAS, the Seller believes, following consultation with its advisors and
professionals and consideration of available alternatives, that, in light of the curment
circumstances, a sale of its assets is Necessaty 1o maximize value and is in the best interests of
the Seller and its shareholders and creditors; and

WHEREAS, the Transactions contemplated by this Agreement are subject to the approval
of the Bankruptcy Court and will be consummated only pursuani 1o a Sale Order (a5 defined
below) to be entered in the Bankruptcy Case and other applicable provisions of the Bankruptcy
Code;

NOW, THEREFORE, in consideration of the premises and the mutual covenants and

agreements hereinafter contained, and intending to be bound hereby, the parties hereby agree ag
fixllows:
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ARTICLE X

DEFINITIONS

1.1 Certain Definitiops,

For purposes of thig A greement, the following terms shall have the meanings specified in
this Section 1.1 or in other Sections of this Agreement, as identified in the chart in Section 1.2:

“Accounts Receivable” means, with respect to Seller, all accounts tecejvable and rights to
payment of Seller and the full benefit of all sccurity for such accounts or debts, consisting of all
accpunts receivable in respect of goods shipped or products sold or services rendered to
cus#omm, all rights under purchage orders and invoices, any other miscellaneous accounts
rc;givahlc and any nter-company accounts receivable or amounts owed to Seller by any
Affiliate.

. “Affiliate” means, with respect to any Person, any other Person that, directly or indirectly
through one or more intermediaries, controls, or is controlled by, or is wnder common control
wim‘,.l such Person, and the term “control” (including the terms “controlled by” and “under
cammon control with™) means the possession, directly or indirectly, of the power to direct or
causge the direction of the management and policies of such Person, whether through ownership
of voting securities, by contract or otherwise.

“Allowed Administrative Amongt” means $650,000 25 such amount may be adjusted in
accordance with Schedule 2.3.

"Alternate Transaction" means if a Seller sells, transfers, leases or otherwise disposes of,
dircetly or indirectly, including through an asset sale, stock sale, merger, or other similar
transaction, all or substantially all or a materjal portion of the Purchased Assets in 2 transaction
or series of transactions with a party or parties other than the Purchaser in accordance with the
Bidding Procedurcs Order.

"Assumed Contracts” means all Contracts of Seller listed on Schedule 1.1(a) that have
not been excluded by Purchaser as of the Closing Date pursuant to Section 2.1(¢).
Notwithstanding anything to the contrary in the Agreement or the Schedules, the tem "Assumed
Contracts” shall not include any contracts not listed on Schedule 1.1(a).

“Assumed Ixecutory Contracts™ means all Assumed Contracts and Assumed [eascs.

“Assumed Intelicctual Property” means all intellectyal propetty rights owned or used by
Sellct set forth on Schedule L1(b).

| “Assumed_Leases” means all Leases of Seller listed on Schedule 1.1(c) that have pot
becn xcluded by Purchaser as of the Closing Date pursuant to Section 2.1 {c). Notwithstanding
anything to the contrary in this Agrcernent or the Schedules, the tarm "Assumed Leages” shall
not include any leases not listed on Schedule 1.1{c).



“Assnmption Order™ means an Order of the Bankruptey Court authorizing the assurmption
or the assumption and assignment of a Contract or Lease pursuant to Section 365 of the
Bankruptey Code, which Order may be the Sale Order.

“Avoidance Actions” means all avoidance actions or similar causes of action the Seller
has or could have arising under or authorized by Sectionz 544 through 553 of the Bankmptcy
Code, or under stale statutory or common law, including any proceeds thereof,

“Bidding Procedures” will mean the procedures set forth in the Order of the Bankruptcy
Court in the Bankruptey Casc,

“Budget™ has the meaning set forth in the DIP Agresment.

“Buginess Day” means amy day that is not a Saturday or a Sunday and is not a day on
which national banking associations in Wilmington, Delaware, are closed for business.

“Claim” has the meaning set forth in Section 101(5) of the Bankruptey Code,
“Code” means the Internal Revenue Coda of 1986, as amended.

“Contract” means any contract, indenturs, note, bond, personal property or other lease,
license, pwrchase or sale order, warranties, commitments, ot other written or oral agreement,
other than a Lease, to which the Seller is a party. ‘

“Cure Costs” means amounts that must be paid and obligations that otherwise must be
safisfied, including pursuant to Sections 365(b)(1)(A) and (B) of the Bankruptcy Code, in
connection with the assumption and/or sssignment of the Assumed Leases and the Assumed
Contracts.

“Current Accounts Receivable™ means the aggregate value of the accounts receivable, ag
reflected in the “current” column of the accounts receivable aging dated February 1, 2009 that
was provided to Purchaser by Seller.

“Designation Deadline” means 5:00 p-m. castern time on the date five business day prior
to the Bid Deadline. '

“DIP Agreement” means that certain Secured Super Priority Debtor-In-Possession Credit
Facility fo be entered into between the DIP Lendar s lender and Seller ag borrewer in an amount
not ko exceed $3.0 million.

“DIP Lender” means Premier Exterior Holdings, L.P,

“Documents” means, without limitation, all files, documents, instruments, papers, books,
Its, records, tapes, microfilms, photographs, letters, budgets, forecasts, ledgers, joumals, title
ities, customer lists, regulatory filings, operating data and plans, technical documentation
gn specifications, functional requirements, operating instryctions, flow charts, ete,), vser
docimentation (installation gwides, user manuals, training materials, release notes, working
papars, eic.), marketing documentation (sales brochures, flyers, pamphlets, web pages, etc.), and
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other similar materials reiated to the Business and the Purchased Assets, in each case whether or
not in electronic form.

“Employees” means those individuals who are employed by Seller in connection with the
Buginess as of the Closing Date.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.

“Excluded Contract” means any Contract that is not an Assumed Contract.

“Excluded Executory Confract” means any Excluded Contract or Excluded Leage.
“Excluded I_,.g,aﬁaé_" means any Lease that is not an Assumed Lease,

“Exccutory Contract” means any Contract or Lease that is excontory as that tenmn is used
in Bection 363 of the Bankmuptcy Code.

“Excluded Matter™ means (i) any material change in the United States or foreign
economies or financial markets in pgeneral,. (ii) any material change that generally affects the
industry in which Seller operates, (iii) any material change arising in connection with acls of
God, hostilities, acts or war, sabotage, terrorism or military actions or any ¢scalation or material
wotsening of any such hostilities, acts or war, sabotage, terrorism or military actions existing or
underway as of the date hereof: (iv) amy change in applicable Laws or GAAP or generally
accepted mterpretations thereof: or (V) any actions taken or proposed to be taken by Purchaser or
any of its affiliates or with Purchaser’s prior written consent or permission; (vi) any actions
required by law, (vii) any change resulting from the public anmouncement of this Agreement,
compliance with the terms of this Agreement or the consummation of the Transactions, including
by reason of the identity of the Purchaser or consummation by the Purchaser of its plans or
intentions regarding the operation of the busincss; (vii) any matesial adverse change effect
tesulting from the filing of the Bankroptcy Case.

“Final Order” means an Order of the Bankruptey Court the operation of which has not
besn modified or amended without the consent of Purchaser, reversed or stayed, as to which
Order no appesl or motion, application, petition or writ seeking reversal, reconsideration,
rearpument, rehearing, certiorari, amendment, modification, a stay or similar relief is pending,
and the time to file any such appeal or motion, application, petition or writ has expived,

“Fumiture and Equipment” means all fumiture, fixtures, furnishings, equipment
(including, but not limited to, tooling and molds), vehicles, leaschold improvements and other
tangible personal property OWlle by Selter and used in the conduct of the Business, including
allisuch artwork, desks, chairs, tables, Hardware, copicrs, telephone lines and numbers, telecopy
machmes and other telecommunication equipment, cubicles and miscellaneous office furnishings
and supplies,

“Governmenta]l Body" means any government or govemmental or regulatory body
thereof, or political subdivision thereof, whether foreign, federal, state, or local, or any agency,
instrumentality or authority thereof, or any court or atbitrator (public or private).




“Hardware” means any and all computer and computer-related hardware, including, but
not limited to, computers, file servers, facsimile servers, scanners, priuters and networks.

“Knowledge” means the actual knowledge of Charles Jerasa and Timothy Self.

“Law™ means any federal, state, local or foreign law, statute, code, ordinance, rule or
regulation or common law requirement.

“Leases” means all unexpired leases, subleases, licenses or other agreements, including
all amendments, ¢xtensions, renewals, guaranties or other agrcemcnts with respect thereto,
pursuant to which the Sellers hold or use any non-residential real property.

“Legal Prucﬂe:ding” means any judicial, administrative or arbitral actions, suits,
proceedings (public or private) or claims or any proceedings by or before a Governmental Body.

1 fability” means any debt, liability or obligation (whether direct or indirect, known or
unknown, absolute or contingent, acerued or wmacsrued, Lquidated or unliguidated, or due o to
begome due), and including all costs and expenses relating thereto.

“Lien” has the meaning st forth in Section 101{37) of the Bankruptcy Code, including
any encumbrance, pledge, morigage, deed of trust, security interest, ¢laim, lease, charge, option,
right of first refusal, easement, servitude, proxy, voting trust agreement, right of setoff,
rechupment or warranty, transfer restriction under any shareholder or similar apreement or
endumbrance or any other right of a third party in respect of an asset,

“Loan Purchase Agreement” means that certain Loan Purchase Apreement dated January
26, 2009 among Purchaser as buyer, Seller as borrower and National City Bank, Firstrust Bank
and Sovereign Bank as sellers,

“Material Adverse Chanpe™ means any event, oceurrence or effoet repardless of whether
guch event, occurrence or effect constitutes a breach of any representation, warranty or covenant
of Seller that has had or would be reasonably likely to result in, individually or when considered
together with any other cvents, occurrences or effects (i) a matordal adverse changs in the
business, financial condition, or assets or property of the Seller taken as a whole ot {1i} a material
adverse change in the Transaction or to the ability of the Seller perform 1ts obligations under this
Agreement, other than, in either case, to the extent such effect or change results from or relates to
an Excluded Mattor.

“Note Holder” means the Purchaser.

“Notes” means collectively those certain promissory notes representing outstanding debt
of Seller, held by Purchaser pursnant to the Loan Purchase Agreement with an aggregate onginal
principal amount of Twenty Eight Million One Hundred Thousand And One Dollars
($28,100,001.00), and az listed on Schedule 1 of the Loan Purchase Agreement.

‘ “Order” means any order, imjunction, judgment, decree, ruling, writ, asscssment or
arbitration award of a Governmental Body.




“Ordinary Coursc of Bysincss” means the ordinary and usual course of notmal day-to-
day operations of the Business through the date hereof, consistent with past practice.

‘*Pepipits” means any approvaly, authorzations, consents, licenses, permits or certificates
of a Governmental Body.

“Person™ means any individual, corporation, limited liability company, partnership, firm,
joint venture, association, joint-stock company, trust, unincorporated organization,
Governmemntal Body or other entity.

“Petition_Date” means the date on which the Seller filed its petition for relief under
Chapter 11 of the Bankrupicy Cude. ‘

“Procedures Order” means the order of the Bankruptcy Court approving procedures for
the sale of all or substantially all of Seller’s assets, as at any time amended.

“Products” means any and all products and/or goods developed, manufactured, marketed,
and/or sold by Sellet.

“Purchaser Adverse Effect” means an adverse offect on the ability of Purchaser to
consummate the Transactions or perform its obligations under this Agreement.

“Reguirements of L aw” means, as to any Person, any law, statute, treaty, rule, regulation,
right, qualification, license or franchise or determination of an arbitrator ar a eouxt or other
Governmental Body or stock exchange, in each case applicable or binding upon such Person or
any of its property or to which such Person or any of its property is subject or pertaining to
Transactions.

“Sale Order™ means an order of the Bankruptcy Court in the form annexed hereto as
Exhibit A, or such other form as is reasonably acceptable to the Purchaser.

“Tax Authority” means any government, or agency, instrumentality or employse thereof,
charged with the administration of any law or regulation relating te Taxes,

“Taxes” means (i) all fideral, state, local or foreign taxes, charpes or other asscesments,
including, without lirnitation, all net income, gross receipts, capital, sales, use, ad valorem, value
added, transfer, franchise, profits, inveniory, cepital stock, license, withholding, payroll,
employment, social security, unemployment, excise, severance, stamp, occupation, property and
estimated taxes, (it) any item described in clanse (i} for which a taxpayer is liabls as a transferee
or successor, by reason of the regulations under Section 1502 of the Internal Revenue Code, or
by contract, indemmnity or otherwise, and (iif) all interest, penalties, fines, additions to fax or
additional amounts imposed by any Tax Authority in connection with any item deseribed in
clause (1) or (1),

“Tax Retwry” means all returns, declarations, reports, cstimates, information rehurns and
statements required to be filed in respect of any Taxes (including any attachments thersto or.
amendments thereof).




“Warrapty Ohligation” means all claims (as that term is defined in Section 101(5) of the
Bankruptcy Code) and/or asserted tight to payment arising from or related to the sale of
Products, including, but not limited to, claims arising under Article Two of the Uniform
Commercial Cods or otherwize under the J.aw regardless of whether such Wearanty Obligations,
claims, and/or asscried rights are (i) reduced to judgment, (i) arose prepetition or pestpetition,
(iii) liquidated or unliguidated; (iv) fixed or contingent, (v) matured or unmatured, {vi) disputed
or undisputed, (vii) legal or equitable, (ix) secured, unsecured, or administrative, or (x) knowm or
unknown.

1.2 Tepmns Defined Elsewhere in this Agreement. For purposes of this Agreement, the
following terms have meanings set forth in the sections indicated:

Tenn ' Section
A greement Recitals
Assumed Liabilities 23
Auction Date 7.2(a)
Balance Sheet 5.7
Bankruptcy Case Recitals
Bankruptcy Code Recitals
Bankruptey Court Recitals
Bid Deadline 7.2(a)
Bidding Procedures Order 7.2(a)

. Break-Up Fee and Expense Reimbursement 7.4
Rusiness Recitals
Clasing 4.1
Clasing Date 4.1
Credit Bid Amount 3.1(a)
Credit Documents 12.14(a)
Cure Costs Deadline 2.4(a)
Effective Date Recitals
Environmental I.aws 5.15(e)(D)
Excluded Assets 2.2
Excluded Liabilities 2.6
Hazardous Substance 5.15(eXiii)
Initial Incremental Bid Amount 7.2(b)
IRS 5.13(c)
Mczzaninc Lender 10.1(g)
Prior Event 12.14(x)
Purchased Assets 2.1(b)
Purchasc Price 3.1(a)
Purchaser Recitals
Purchascr (Group 12.14(a)
Purchaser’s New Hires 2.1(b)




Term l Section

Qualified Bid 7.2{b)
Qualified Bidder 7.2(b)
Released Claims 12 td(a)
Remedizl Action 5.15¢e)(ii)
Removal 5.15(e)(ii)
Response 5.15¢e)(ii)
Sale Heaning 7.2(a)
Sale Motion 7. 1(a)
Sale of Asscis Recitals
Seller Recitals
Seller Group 12.14(a)
Tax Purchase Price 3.1()
Termination Date 4.4(b)
Transactions Recitals
Transfcr Taxcs 11.1
WARN Act 2.6(e)

1.3 Other Definitional and Interpretive Matters.

()  Unless otherwise expressly provided, for purposes of this Agreement, the
following rules of interpretation shall apply:

Caleulation of Time Perjod. When calculating the period of time before
which, within which or following which any act i to be done or step taken pursuant to this
Ayreemnent, the date that i the reference date in calentating such period shall be excluded. If the
last day of such period is 2 non-Business Day, the period in question shall end on the next
succeeding Buginess Day,

Dollars. Any reference in this Agreement to § shall mean U.S. dollars.

Exhibiis/Schedules. All Exhibits and Schedules annexed hereto or referred
to herein are hereby incorporated in and made a part of this Agresment as if set forth in full
herein. Any capitalized terms used in any Schedule or Exhibit but not otherwise defined therein
shall be defined as set forth in this Agreement. Any Schedule that is referenced herein but is not
attached hereto on the date of execution of this Agresment shall be prepared, delivered and
attached to this Agreement prior to the Closing.

Gender and Number. Any reference in this Agreement to gender shall
include all genders, and words impatting the singular number only shall inelude the plural and
Vice versa. ‘

Hcadings. The provision of a Table of Contents, the division of this
Agfcemenlt into Articles, Sections and other subdivisions and the insertion of headings are for
cnrr:en.ience of reference only and shall not affect or be utilized in construing or interpreting this
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Agreement. All references in this Apreement to any “Section” are to the correzponding Section
of this Agreement unless otherwise specified.

Hereip. The words such as “homin” “hercinaficrn” “hereof” and
“hereunder” refer 1o this Agreement as a whole and not merely to a subdivision in which zuch
words appear unless the context otherwise requires.

Including. The word “including” or any varation thereof means
“including, without limitation™ and shall not be construed to limit any general statement that it
follows to the specific or similar items or matters immediately following it.

(b)  The partics hereto have participated jointly in the nogotiation and drafting
of this Agreement and, in the event an ambiguity or question of intent or interpretation arises,
this Apreement shall be construed as jointly drafted by the parties hereto, and no presumption or
burden of proof shall arise favoring or disfavoring any party by virtue of the authorship of any
provision of this Agreement.

ARTICLE N

PURCHASE AND SALE OF ASSETS; ASSUMPTION OF LIABILITIES

2.1 Purchaze and Sale of Assets,

{a) On the terms and subject to the conditions set forth in this Agreement, at
the Closing, immediately wpon the conswnmation of the transactions provided in Section 3.1,
Purchaser shall purchase, acquire and accept from Seller, and Seller shall sell, fransfer, convey
and deliver to Purchaser, all of Seller’s right, title and interest in, to and under the Purchased
Assets, free and clear of all Liens (except for Asswned Liabilities (a8 such term is defined in
Section 2.3)), Claims, inletests and ensumbrances other than those created by Purchaser and
other than Permitted Exceptions to the fullest extent permitted by Sections 105, 363 and 365 of
the Bankruptcy Code.

(b) For all purposes of and under this Agreement, the term “Purchased
Assers” shall mean the following properties, assets and rights of Seller (other than the Excluded
Assets) existing as of the Closing, real or personal, tangible or intangible and whether or not
related to the Busmess, including:

{i) al] general intangibles, promissoty notes and Accounts Receivable
of $cller in substance and composition substantially sitnilar to the schedule previously provided
to Purchaser by Seller;

(it) all inventory, including, but not limited to, rtaw materials, worl-in-
propess, finished goods, goods in transit, supplies, packaping, materials and labels in substance
and composition substantially similar to the schedule previously provided to Purchaser by Scller;

{iii) the Fumiture and Equipment;




(iv) the Assumed Intellectual Property, as identified on Schedule
L1(b);

2] all Assumed Leases, together with all security deposits rclated
thereto and all permanent fixtures, improvements and appurtenances thereto and associated with
such Asswmed Leases, and any causes of action relating to past or present breaches of the
Aszsumed L eages;

(vi} all Assunied Contracts, together with all security deposits related
thereto and the right to receive income in respect of such Assumed Contracts on or after the
Closing Date, and any causes of action relating to past or present breaches of the Assumed
Contracts;

(wii) all Permits uged by Seller in the Business, to the extent
transferable;

(viil)  all supplies owned by Seller and used in connection with the
Business in existence as of the Closing Date;

(ix) all rights of Seller under or pursusnt to all warranties,
representations and guerantees made by suppliers, manufacturers and contractors to the extent
relating to products sold, or services provided, to Seller or to the extent affecting any Purchased
Asscts other than any warrantics, reprosentations and guarantees perlaining to any Excluded
Arzels;

(x) ail goodwill and other intangible asscls associated with the
Buginess, including customer and supplier lists and the goodwill associated with the Assumed
Intellectuai Property;

(xi) all insurance policies or rights to procesds thereof relating to the
Purchased Assets;

(xii) any assct that requires the consent of a third party to be transferred,
assumed or assigned notwithstanding the provisions of Section 365 of the Bankruptey Code, a3
to which such consent has not heen obtained as of the Closing Date, upon receipt of such conscnt
on or after the Clozing Date and entry of an appropriate Assumption Order;

(xiii)  any rights, claims, causes of action of Seller {other than Avoidance
Actions) against thitd partics relating to the Purchased Assets;

{xiv)  all other tangible or intangible asszets other than Excluded Assets;
and

(xv}  nany Avoidance Actions.
{©) At any lime prior to and including the actual Clesing, Purchaser may

degignate any of the Purchased Assets as additional Excluded Assets by giving written netice to
Seiler setting forth in reasonable detail the Purchased Assets so designated, provided that any
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such exclusion of tangible Purchased Assets (i.¢., inventory or equipment) shall be de minimus.
Purchaser acknowledges and agrees that there shall be no reduction in the Purchase Price if it
elects to designate any Purchaged Assets ag Excluded Assets. Notwithstanding any other
provision hereof, the Liabilities of Seller under or related to any Purchased Asset excluded under
this Section 2.1({c) will constitute Excluded Liabilities.

2.2 Excluded Assets. Nothing herein contained shall be desmed to sell, transfer,
assign or convey the Bxcluded Assets to Purchaser, and Seller shall retain all right, title and
interest to, in and under the Excluded Assets. For all purposes of and under this Agreement, the
term “Excluded Asscty™ shall mean:

(2) cash, cash equivalents, bank balances, bank deposits or similar cash items
of Seller and s Affiliates;

()] all Excluded Leases;
(c) all Excluded Contracts;

(d)  all Documents of Seller, including but not limited to, those that are used
in, held for uge in or intended to be used in, or that arse pamarily out of, the Business, including
Documents relating to Products, services, mmarketing, advertising, promotional materials,
Assumed Intellectual Property, persommel files for Employecs and all files, customer files and
dozuments (including credit information), supplier }sts, records, literature and correspondence,
whether or not physically located on any of Seller’s premises, and any minute books, stock
ledgers, corporate seals and stock certificates of Selter and its Afffiliates, and other similar books-
and records that Seller or its Affiliates is required by Law 10 retain or that Seller reasonably
determincs are necessary or advisable to retain including Tax Returns, financial staternents and
corporate or other entity filings; provided, however, that Purchascr shall have the right to make
and rctain copies (at Seller's expense) of any portions of such Documents that relate to the
Business or any of the Purchased Assets; provided further, however, to the extent any of the
forcgoing Documents remain at a facility, office or other premises of Seller, Seller agree that
Purchasers shall be entitled, through its officers, employees, consultants and representatives, to
have access to such Documents upon reasonable advance potice to Seller;

{€)  all insurance policies or rights to proceeds thereof relating to the Excluded
Assets;

{H any rights, claims or causss of action of Seller against third parties relating
to the Excluded Assets; ‘

(g) any asscts of Seller designated by Purchaser as Excluded Assels pursuant
to Section 2.1(c);

{h}  any rights of Seller under this Agreement;

{i) assots held in trast for the benefit of Employees, such as assets held under
any employee benefit plan;
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) all rights of Seller under any Contracts that are not Azsumed Contracts;

{x) any federal, state, Jocal, and foreign tax refunds, credits or benefits or
income tax attributes of Seller pertaining to or arising out of periods prior to the Cloging Date;

EN) all letters of credit (including any letter of credit posted in connection with
a lease of real property) and all deposits {excluding those arising out of or relating to the
Assumed Liabilities), rights to refunds (including tax refunds paid in cash) and prepaid charges
and expenses of Scller;

(m) all prepayments made with regard to insurance policics not assumed by
the Purchaser pertaining to or arising out of peniods prior to the Closing Date; and

(m)  all proceeds of all of the foregoing.

2.3 Assumption or Discharge of Liabilities. On the terms and subject to the
conditions and limitations set forth in this Apreement, at the Closing, immediately upon the
consummation of the transactions provided in Section 3.1, Purchaser shall assume, effective as
of the Closing, and shall timely perform and discharge in accordance with their respective terms:

‘ (a) all Liabilities of Seller under the Assumed Contracts, if any, to the extent
that such Liabilities arise on or after the Closing Date in the Ordinary Course of Business and all

obljgations in connection with the dononstration of adequate assurance of future performance
regpired under Scetion 365(h)(1XC) of the Bankruptey Code;

{b) . any and all earned vacation pay, sick leave and other paid time off of the
Employees of the Seller who are hired by Purchaser immediately after the Closing and which
arige at any time before, on or after the Closing Date;

() all Liabilities of the Seller as of the Closing Date for any accrued and
unpaid claims that are allowed administrative expenses pursuant to Section 503(b)(9) or 546(c}
of the Bankruptcy Code in an aggregate amount not to excced the Allowed Administrative
Amount;

(d) all Liabilitics of the Sclier under the DI Agreement; and

{c) all Liabilitics for goods ordcred or deliversd after the Closing regardless
of whether ordered by the Seller befare the Closing.

All of the liabilities referenced in this Section 2.3 shall be referred to in this Agrecmenl
as the “Assumed Liabilities.”

24 Executory Contract Desigmation.
(a) Prior to the Designation Deadline, the Purchaser shall designate each

Extcutory Contract that the Purchaser clects to bo assumed and assigned to it a3 of the Closing
Date. Seller shail pay, satisfy or otherwise discharge its obligations with respect to the Cure
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Costs related 1o such Executory Contracts no later than 45 days after the Closing Date (the “Cyre
Costs Deadline™).

(b) Subsequent to the Designation Deadline and on or prior to the Cure Costs
Deadling, Purchaser may designate any Bxecutory Contract that the Seller has not rejected
pursuant o Section 365 of the Bankruptcy Code as an Assumed Contract or Assumed Lease
without being required to pay the Seller any additional Purchase Price, and Seller shall use its
reasonable efforts to zeek an Assumption Ondor with respect to any such Executory Contract o
dusignated, provided, however, that Purchaser shall be obligated to pay any Cure Costs with
respect to any such Assumed Executory Contract; and provided, further, howevet, that Purchaser
advances or reimburses Seller for any and all costs related to or incurred in connection with the
Seller seeking entry of the Assumption Ovder with respect to such Executory Contract. Seller
shall pay, satisfy or otherwise discharge its obligations with respect to Cure Cosls related to the
assummption and assignment of such Executory Contracts no later than 45 days after entry of the
Assumption Order with respect to any FExecutory Contract assumed or assigned to Purchaser
pursuant to this section 2.4(b).

(c) From the Effective Date through and including the Cure Costs Deadline,
Seller shall not reject any Executory Contract unless otherwise agrecd to in writing by Purchaser.

2.5 Assignment of Contracts ights. To the maximum extent permitted by the
Bankruptey Code, the Purchased Assets and the Seller’s rights to the Assumed Intellectual
Property shali be assumed and assigned to Purchaser pursuant to Section 365 of the Bankruptcy
Code as of the Closing Date or such other date as spegified in an Order or this Agreement, as -
applicable. Notwithstanding any other provision of this Agreement to the contrary, this
Agreement shall not constitute an agreement to assipn any aszet or any right thercunder if an
attempted assignment without the consent of a third party would constitute a breach or in any
way adversely affect the rights of Purchaser or Seller thereunder. If such consent is not obtained
or such assigniment is not attainable pursuant to Sections 105, 363 or 365 of the Bankruptcy
Code other than as a result of the failure to pay Cure Costs which are not Assumed Liabilities,
then such Purchased Assets shall not be transferred hereunder and the Closing shall proceed with
respect to the remaining Purchased Assets without any reduction in Purchase Price.

2.6 Excluded Lisbjlities, Purchaser shall not assume, or in any way be liable or
respongible for, any Liabilities, obligetions or debts of Seller of any type or nature, known or
uknown, contingent or otherwise other than the Assumed Jiabilities, which exist or arc
otherwise hased on acts or omissions of Setler occurring on, befors or after the Closing other
than the Assumed Liabilities (collectively, the “Excluded Liabilities™), and Saller shal] retain and
pay. or discharge when due all of the Excluded Liabilities. For the avoidance of doubt, unless
otherwise agreed by Purchaser in writing, the Excluded Liabilities include, but are not limited to,
the following: ' :

(a) all Liabilities of Seller to any of its employees or under any smployee
benefit plans for periods prior to the Closing Date, except as specifically conternplated by
Sections 2.3 and 9.1 above;
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(b)  all Liabilitics relating to or arising out of the ownership or operation of an
Excluded Asset;

(c)  all Wamanty Obligations and ail other obligations to any Person relating to
the quality, merchantability or safety of, or involving a claim of breach of warranty, or defect in,
any product or service purchased, manufactured, sold, or perfonned by Seller;

(d)  all of the Liabilities of the Seller relating to or arsing out of any real
property owned or operated or leased, in whole or in part, divectly or indirectly (via an interest in
any partnership, joint venture, corporation or other entity), at any time by the Seller or any of its
Affiliates or predecessor entities;

()  =all Liabilities with raspect to the Worker Adjustment and Retraining
Notification Act (the “WARN Act”) or any Similar federal or state law with respect to any
Employee;

[§3) Liability for any Income Taxes due or payable by Seller for any Tax
period (or portion thereof) prior to the Closing Date or arising out of the ownership or operation
of the Business or the Purchased Assets on or before the Closing Date; and

()  all Liabilities relating to amounts required to be paid by Seller hereunder.

.27 Further Conveyances and Assumptions. From 1ime to time following the Closing,
Seller and Purchaser shall, and shall cause their respective Affilistes to, execute, acknowledge

and deliver all such further conveyances, nofices, assumptions, releases and other instrutnents,
and shall take such firther actians, as may be reasonably necessary or appropriate to assure fully
to Purchaser and its respective sueccasors or assigns, all of the properties, rights, titles, interests,
estates, remedies, powers and privileges intended to be conveyed to Purchaser under this
Agreement and to assure fully to Secller and its Affiliates and their suecessors and assigms, the
assumption of Assumed Liabilitics, and to otherwise make effective the Transactions.

ARTICLE I

CONSIDERATION; ADJUSTMENT

3.l Payment of Purchase Price.

(a) Subject to Section 3.2, the aggregate consideration for the Purchased
Assets (the “Purchase Price™) shall be equal to the following, as calculated on the Closing Date:

() obligations in the amount of $8.0 million outstanding under the
Pujchased Loan Agreement as of the Petition Date including the eutstanding principal balance of
the Notes, plus the amount of any accrued and unpaid interest payable through the Auction Date
(the “Credit Bid Amneunt”); plus

(1) cash in the amount of $650,000. For the avoidance of doubt, of the
3650,000.00, $250,000 iz designated for distribution to general unsecured creditors (excluding,
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adwministrative and priority creditors) and the remaining balance shall be used to fund the
administration of the estate while in chapter 11. To the extent the cost of administration of the
estate in chapter 11 is less than $400,000, the remaining balance ghall revert back te Purchager;
plus

(i) the assumption of the Assumed Liabilities (including the DIP
Agreement),

‘ {t) Subject to the satisfaction of the conditions set forth in Sections 10.1 and

10.2 (or the waiver thereof by the party entitled to waive that condition), on the Closing Date,
Purchaser shall deliver the Purchase Price in Purchaser's sole discretion and subject to Section
3.2, as follows:

(i) with respect to the Credit Bid Amount by, (x} paying cash, (y)
delivering the Notes marked cancelled and fully executed relcases and waivers by the Note
Holder of the apgrepate amount of the Credit Bid Amount, or {z) assuming the Seller's
obligations with. respect to the Credit Bid Amount on terms reasonably acceptable to the Note
Holder; and

(ii) with respect to cash, by wire transfer of inmediately available U.S.
fiunds to the account or accounts identified by Sellers prior to the Closing Date.

(c) Within 60 calendar days after the Cloging Date, Purchaser and Seller shall
use their reasonable best efforts to reach an agreement as to the fair market value of the
Purchased Assets (the “Tax Purchage Price”). To the extent the Tax Purchase Price is less than
the face amount of the Credit Bid Amount plus the cash paid pursuant to Section-3.1(a)(ii) and
the amount of Assumed Liabilities, the difference shall constitute cancellation of debt income to
Seller, During such 60 day period, the Purchaser and Seller shall alse use their reasanable best
efforts 10 agree on how the Tax Purchase Price shall be allocated among the Purchased Assets for
federal income tax purposes. In the event Seller and Purchaser are not able to reach an
agreement, the Tax Purchase Price and allocation shall be determined by an independent
acqountant to be designated jointly by the Purchaser and Seller. Upon having reached such
apreement, Purchaser and Seller shall file all tax retums and statements, forms and schedules in
conmection therewith consistent with such allocation and shall take ne position contrary thercto
unless required by law. Purchaser and Seller shall treat the purchase and sale of the Purchased
Assets for the Tax Purchase Price as an “applicable asset acquisition” within the meaning of
Section 1060 of the Code, and shall prepare and tirnely file Internal Revenue Service Form 8524
(and any requived exhibits thereto) in a manner consistent with the allocation of the Purchase
Price under this Section 3.1(c)..

iz Prorationg and Adijugtments. All ad valorem taxes for 2009 on any of the
Puichased Assets will be prorated as of the Closing Date based on best eslimates arising from
billings for previous years (unless actual bills for the 2009 tax year exist). Prior to Closing,
Putchaser shall have the right to confirm Seller’s pro rata shaye of the estimated cbligations, and,
up¢n such confimnation, Purchaser shall bear the responsibility of paying a pro rata portion of the
actial tax 2009 bills, Purchaser’s obligation being limited to taxes owed and related to the
Putchased Assets for taxes accruing after the Closing.
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ARTICLE IV

CLOSING AND TERMINATION

4.1 Closing Date. Subject to the satisfaction of the conditions set forth in Sections
10.1 and 10.2 (or the waiver thereof by the party entitled to waive that condition), the clozing of
the purchase and sale of the Purchased Assets and the assumption of the Assumed Liabilities
provided for in Article Il hereof (the “Closing™) ahall take place at the offices of Purchaser’s
counsel (Drinker Biddle & Reath LLP, located at 18% & Cherry Streets, Philadelphia, PA 19103)
{or at such other place a¢ the parties tnay designate in writing) at 10:00 a.m. (Eastern time) on a
date within eleven days following approval by the Court, but no later than April 17, 2009 or at
such earlier time as may be agreed to by the Purchaser and Seller in their sola discretion (the
“Closing Date™). With respect to such Closing Date, time is of the essence against the bidder
and to the benefit of the Purchaser and Seller.

42 Deliveries by Seller. At the Closing, Seller shall deliver to Purchaser;

() one or more duly execuied bills of sale in a form to be agreed upon by the
parties hereto;

h one or more duly executed assignment and assumption agreements in a
furm to be agreed upon by the parties hereto, if applicable, and duly exscuted assighments of all
Astumed Intellectual Property, in z form suitable for recording in the ULS. patents and
trademarks office, and general assignments of all other Assumcd Intellectual Property;

(<) a certifted copy of the Sale Order; and

{dy gll other instruments of conveyance and transfer, in form and substance
reasonably acceptable to Purchaser, as may be necessary to convey the Purchased Assets to
Purchaser.

43 Deliveries by Purchaser. At the Cloging, Purchaser ghall deliver:

{a) the proof of release of the Notes in accordance with Section 3.1,

(b} one or more duly executed sssignmoent and assumption agreements in a
form to be agreed upon by the parties hereto, if applicable;

() Resolutions of Purchaser, and an Incumbency Certificate certified by an
appropriate officer, authorizing the cxcoution, delivery and performance of this Agreement and
the other agreements to be delivered by Purchaser in connection with the Closing hereunder; and

(d) such other documents, instruments and certificates as Seller may
reagonably request.

44 Termnation of Agreement. This Agreement may be terminated prior o the
Cldsing as follows:
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(a) by Purchaser, if (i) the Bankruptcy Case is not filed by Seller by the close
of business on the day that is three business days after the Effective Date ar (ii) the schedules and
cxhibits attached hereto are not finally completed to the rcasonable satisfaction of the Purchaser
by the Closing;

(b) by either Scller or Purchaser, upon written notice to the other party, if the
Closing shall not have occurred by the close of business on April 17, 2009 (the “Termination
Date™); provided, that the failure of the Closing to occur on or before such date is not the reault
of a hreach of any covenant, apreement, representation or warranty hereunder by the party
seeling such termination;

{c) by mntual written consent of Seller and Purchaser;

(d) hy either Purchaser or Seller if the Bankruptey Cowrt or any other
Governmental Body shall have issued an order, decree or ruling or taken any other action (which
order, decree, ruling or other action the parties hereto shall use their reasonable efforts to liff),
which permanently restrains, enjoins or otherwise prohibits the conswmmation of the
Transactions and such order, decree, aling or other actiort shall have become final and non-
appealable;

(e) automatically, upon the earlier to occur of (i) the consummation of an
Aherpate Transaction and (ii) no tansaction being consummated within 15 days after the entry
of a salc order with respect to an Alternale Transaction;

3] by Purchaser, if a chapter 11 trustes is appointed in the Bankruptcy Case;,
(g} by Purchaser if the Auction Date is not on or before Apnil 8, 2009;

: {h) by Purchaser, if the Sale Order with respect to the Transactions has not
been entered by April 13, 2009;

(i) by Purchaser, if the Sale Order with respect to the Transactions has been
enipred and (i) Purchaser has provided Seller with written notice that it is prepared to
corisummate the Transactions and the Closing Date does not occur within twe business days of
Purchaser providing the Seller with such nolice;

()] by Purchaser, upon written notice to Seller setting forth the reascne for
termination with particularity, if there shall be a breach by Seller of any representation or
wattTanty, or any covenant or agreement contained in this Agreement and such breach cannot be
or has not been cured by Seller within fifteen days after receipt of notice delivered in accordance
with Section 12,7; or

(k) by Seller, upon written notice to Purchaser setting forth the reasons for
termination with particularity, if there shall be a material breach by Purchaser of any
representation or warranty, or any covenant or agreement contained in this Agreement and such
brepch cannot be or has not been cured by Purchaser within fifteen days after receipt of notice
delivered in accordance with Section 12.7.
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4.5 Procedure Upon Termination. In the event of termination pursuant to Section 4.4,

written notice thereof shall forthwith be given to the other party or parties, and this Agreement
shall terminate, and the purchase of the Purchased Assets hereunder ghail be abandoned, without
further action by Purchaser or Seller. If this Agreement is terminated as provided hercin, cach
parly shall redeliver all documents, work papers and other material of any other party relating to
the Transactions, whether &o obtained before or after the execution hereef to the party furnishing
the same.

4.6 Effect of Tenpination. In the event that this Agreement is validly terminated as
provided herein, then each of the parties shall be relieved of is duties and obligations arising
under this Agreement after the date of such termination and such termination shall be without
liakility to Purchaser or Seller for frand or willful breach of any provizion of this Agreement
prior to such termination; provided, however, that the obligations of the Procedures Order and
theprovisions of Article XII hersof, shall survive any such termination and shall be enforceable
hereunder.

ARTICLE Y

REPRESENTATIONS AND WARRANTIES OF SELLER

Subject to termination as provided in Sectiom 12.1, and except as specifically set forth in
the schedules hereto, Seller hereby represents and warrants to Punchaser that:

5.1  Orpanization and Good Standing. Seller is an entity duly organized, validly
existing and in good standing under the laws of the State of Delaware and, subject to the
limdtations imposed on Seller as a result of having filed a petition for relief under the Bankruptcy
Code, has the requisite power and authority to own, leage and uperate its properties and to camy
on its business as now conducted.

5.2  Authorization of Agreement. Subject to entry of the Sale Order, Seller has the
requisite power and authority to execute and deliver this Agreement and cach other agreement,
document or instrument conternplated hereby or thereby to which it is a party and to perform its
respective obligations hereunder and thereunder, The execution and delivery of this Agreement
and each other agrzement, document or ingtrument contemplated hereby or thereby to which it is
a party and the consummation of the Transactions and theteby have been duly authotized by all
requisite action on the part of Seller. This Agreement and each other agreement, decument or
instrument contemplated hereby or thereby to which it is a party bas been duly and validly
executed and delivered by Seller and (assuming the due anthorization, execution and delivery by
the other parties hereto, and the eniry of the Sale Order) this Agreement and each other
agreement, document or instrument conternplated hereby or thereby to which Seller ia a party
constitutes 2 legal, valid and binding obligation of Seller, enforceable against Seller m
acoordance with its respective terms, except as enforceability may be limited by applicable
barkruptey, insolvency, reorganization, fiandulent conveyance or transfer, moratorium or similar
la? affecting the enforcement of oreditors’ rights generally or by equitable principles relating fo

enfpreeability, including principles of commercial reasonableness, good faith and fair dealing
(regardless of whether enforcement is sought In a procecding at law or in equity).
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5.3 nflicts; Congents of

(8) The execution, delivery and performance of this Apreement and the transaction
documents executed in connection herewith do not and will not (with or without the passage of
time or the giving of notice} conflict with, or result in any violation of or default under, ot give
nise to a right of termination or cancellation under any provision of: (i) the certificate of
incotporstion and bylaws of Seller, ot any Laws binding upon Seller; (ii) subject to entry of the
Sale Order, any Contract, Lerse or Permit to which the Seller is a party or by which any of the
properties or assets of the Seller are bound, (iii) subject to entry of the Sale Onder, any Order of
any Governmenta) Body applicable to the Seller or any of the properties or asscts of the Seller as
of the date hereof; or (iv) subject to entry of the Sale Order, any applicable Law, other than, in
the case of clauses (i), (ii}, (iii)} and (iv), such conflicts, viclations, defaults, terminations or
cancellations that would not reasonably be expected to have, individually or in the agprepate, a
Material Adverse Change.

(b) If the Sale Ouder is entered, no counsent, waiver, zpproval, Order, Permit or
anthorization of, or declaration or filing with, or notification to, any Person ot Governmental
Body is required on the part of the Seller in connection with the execution and delivery of this
Agreement or apy other agresment, document, or instrument contemplated hereby or thereby to
which it is a party, the compliance by Seller with any of the provisions hereof or therecf, the
congummation of the transactions contemplated hereby or thereby, the assignment or conveyance
of the Purchased Assets, or the taking by Seller of any other action contemplated hereby or
thereby, except for (i) the entry of the Sale Order, {ii) such other consents, waivers, approvals,
Onders, Peamits, authorizations, declarations, filings and notifications, the failure of which to
obtain or make would not reasonably be expected to have, individually or in the aggrepate, a
Material Adverse Change and (iii) (hose Penmits listed on Schedule 5.3 hexeof.

54 Title to Purchased Assets. To Seller’s Knowledge, Seller owns the Purchased
Asdets and, subject to the entry of the Sale Order, Purchaser will be vested with titie to such
Purchased Assets, frec and clear of all Liens, to the fullest extent permmissible under Section 363
of the Bankmuplcy Code.

5.5 Compliance with Laws: Permits. 7To Seller's Knowledge, Seller (i) is in
compliance with all Laws applicable to its respective operstions or asgets or the Business, except
where the failure to be in compliance would not reasonably be expected to have, individually or
in the aggregate, a Material Adverse Change and (ii) has all Permits that are required for the
operation of the Business as presently conducted, except where the absence of which would not
reasonably be expected to have, individually or in the apgregate, a Material Adverse Change,

5.6 Litigation. Other than the filing of the Seller’s Bankruptey Case, and as listed on
Schedule 5.6, there are no materjal claims, actions, suits, procesdings (arbitration or otherwise)
or investigations involving or affecting Seller or its business or assets, or by any court or
govcrnmental agency or instrumentality, ‘or before an arbitrator of any kind; and ne pending
claim, action, suit, proceeding or investigation, if determined mlversely, would ecither
indjvidually or in the aggregate have a Material Adverse Change. To the Knowledpe of Seiler,
no Tuch claimn, action, suit, proceeding or investigation is presently threatened or contemplated
and| there are no facts which could reaconably serve as a bagis for any such claim, action, suit,
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proceeding or investigation. There are no unsatizfied judgments, penalties or awards against or
affecting Seller or any of its businesscs, propertics or assets. All claims made during the last two
years under Seller’s general liability insurance or worker’s compensation policies have been
digclosad to Purchaser.

5.7 Financial Statements. The financial statements of Seller provided to Purchaser
accurately and fairly reflect its business and the results of its operstions, and such financial
statements and notes accurately and fairly present the financial condition, cash flow and results
of operations of Seller as at the respective dales thureof and for the periods therein referred to, all
in accordance with GAAP, except for footnotes and, with regpect 1o interim finaneial statements,
subject to normal year-end adjustments. The most recent balance sheet provided to Purchaser
(the “Balance Sheet”) reflects all liabilities of Seller, whether absolute, accrued or contingent, as
of the respective dates thereof of the type required to be reflected or disclosed in a balance sheet
(or; the notes thereto) prepared in accordance with GAAP. As of the date of this Agreement,
Seller has no liabilities or obligations of any nature, absclute, acerued or contingent, matured or
unmatured, known or unknown, that are not reflected on the Balance Sheet, other than current
liabilities incurred since the date thereof in the Ordinary Course of Business and which are
neither material in amount nor inconsistent with any of the representations and warranties
contained herein.

58 Accounts Receivable. All accounts and notes receivable of Seller represent valid
obligations from sales made or services rendered in the ordinary course of business, and in the
epgrepate have been or will be collected in full in the ordinary course of business, and, to the
Knowledge of Seller, without any set-off or discount, The accounts receivable aging provided to
Purchaser by Seller dated February 1, 2009 represents a correct and complete accounts and notes
receivable aging of Seller as of February 1, 2009 reflecting the aggregate dollar amount of all
accounts and notes receivable due Seller that are outstanding.

59 Inventory. All the inventory of Seller with respect to the Business is valued on
Seller’s books and records at the lower of cost or fair market value thereol, based upon the “first
in, first out” method of accoumting, and iz in good condition and congists of a quality and
quantity useable and saleable in the ordinary course of business consistent with past practice,
except for ohsolete items and items of below standard quality, all of which have been written ofT
or written down to net realizable value in the Balance Sheet. All Inventory not written off has
been valued in accordance with GAAP and, with respect to Inventory intended for sale, was or
will be galeable within a reasonable time at prices at least equal to the value thereof on the books
of Beller. All ITnventory has been replenished in the Ordinary Course of Buginess, Inventory as
of the Cloging Date that was acquired subsequent to the date of the Balance Sheet was acquired
in the Omdinary Course of Business at a cost not excesding market prices prevailing at the time of
purchase. The guantities of each item of Inventory are not excessive, but are reasopable in the
present circumstances of Seller. A true and complete listing of all Inventory of Seller has been
provided {o Purchaser.

5.10 Agsumed Intellectual Property.

(a) Seller is the sole owner or has the exclusive, perpstual right to use,
without consideration, all Assumed Imtellectual Property included free and clear of any Liens
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other than Liens that are being terminated on the Closing Date; Seller has not granted or licensed
to any Person any rights with respect to any Assumed Infellectual Property owned by or licensed
to Seller and, to Seller's Knowledge, no other Person has any rights in or to any of the Assumed
Intellectual Property (including, without limitation, any rights 10 market or distribute any of the
Asgumed Intellectual Property); the rights of Seller in and to any of the Assumed Intellectnat
Property will not be limited or otherwisc affected by reason of any of the transactions
contemnplated hereby; and, to Seller’s Knowledge, the Assumed Intellectual Property is sufficient
for the conduct of the business of Seller as such has been conducted during the last two years and
as it is presently conducted.

®) With respact to the Assumed Intellectual Property, Seller is not obligated,
contingently or otherwise, to: (i) develop, update, distribute or service any software; or (i) pay
royalties or license or similar fees to any Person with respect to any software now used or
distributed by Seller. or that is proposed Lo be used or distributed by Seller, other than “shrink
wrap” licenses or other licenses for “off-the-shelf” software.

(c) All employees of Seller involved with the development, implementation,
use/ or marketing of any Assumed Intellectual Property have entered into wniten agreements
assigning to Selier all rights to Assumed Intellectual Property created during the employment of
such employee, including the obligation to so assign the Assumed Intellectual Property created
during such employment for which protection is sought efter termination of such employment.

‘ (d) All registered trademarks, service matks, and copyrights and all patents
and patent applications included in the Assumed Intellectual Property are in compliance with all

licable legal requirements (including payment of filing, cxamination, and maintenance fees
:galpmofs of working or use where and when applicable), are valid and enforccable and are not
sullject to any maintenance fees or taxes or actions due within 60 deys after the Closing Date.

‘ (e) To Seller's Knowledge, no Assumed Intellectual Property has been

infriinged, challenged or involved ib any interference, reissue, re-examination, opposition,
invalidation or cancellation proceeding and, to Seller’s Knowledge, no such-proceeding is
threatened. To the best of Seller’s Knowledge, none of the products manufactured or sold by
Seller, nor any processes used by Seller, infringe or are zlleged to infiinge any trademark,
copyright, patent or other proprietary right of amy Person. Seller has taken reasonable
pracautions to preserve and document its trade secrets and to protect the secrecy, confidentiality
and value of its trade secrets,

5.11 Products Liability. Neither Seller nor any other Person hag agreed to become or
otherwise be responsible for consequential damages or made any express warranties to third
parties with respect to any products created, manufactured, sold, distributed or licensed, or any
setvices rendered, by Seller except for the Warranty Obligations. To the Seller’s Knowledge,
there have been no incidents of product tampering or threatened incidents of preduct tampering
involving the Business.

512 Pending Actions. There are no judicial, administrative or other govemmental

acﬂ:ions, proceedings or investigations pending or, to the Knowledge of Seller, threatened, that
question any of the transactions contemplated by, or the validity of, this Agresment or any of the
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other agreements or instruments contemplated hereby or which, if adversely determined, would
have an adverse effect upon the ability of Seller to enter into or pexform its obligations under this
Agreement or any such other agreements or instruments. Seller has not received any request
from any governmental agency or instrumentality for information with respect to the transactions
contemplated hereby.

513 Taxes.

{a) All foderzl, state, local and foreign retums and reports relating to Taxes, or
extensions relaling thereto, raquired to be filed en or before the Closing by or with respect to
Seller have been timaly and properly filed, and all such returns and reports are correct and
complete.

(b) All Taxes due or properly shown 10 be due on any return filed by Seller
with respect to taxable periods ending on or prior to, and the portion of any interim period up to,
the date hereof have been fully and timely paid or, in the case of Taxes not yot due, fully
provided for on the Balance Sheets or, in the case of Taxes accruing after the daie of such
financial statement, on the books of account of Seller; and there arc no levies, liens, or other
encumbrances relating to Taxcs cxisting, threalened or pending with respect to any asset of
Seller.

(c) No issues have been raised with any representative or employee of Seller
(and are currently pending) by the Internal Revenue Service (“IRS™) or any other taxing
authority in connection with any of the returns and reports referred to in subsection (2) above and
ne waivers of statutes of limitations have been given or requested with respect to any such
returns and reports or with respect to any Taxes.

5.14 Collective Bargaining Agreements. Seller is not bound by any collective
hargaining agreement or any other agreememt or legally binding arrangement to maintain with
respect to any Employee.

515 Envircnmental Matters.

(a) To the Seller’s Knowledge, there are no conditions on, about, beneath or
arising from any rcal property that is now uscd or leased ta or by Seller that might, now or any
time in the future under any Environmental Law, (i} give rise to Hability, 2 restriction or the
imposition of a statutory lien, or (ii) that would or may require any “Response,” “Removal”™ or
“Remedial Action” (as those terms are defined below) or any other action, including without
limitation, investigation reporting, monitoring, cleanup or contribution.

(b) Seller has not received any notification, or is otherwise aware of, a release
or threat of a release of any “Hazardous Substance™ with respect to any property or location that
relates, directly or indirectly, to any business or operations of Seller,

(e) Other than as listed on Schedule 5.15, Seller has not received notice nor
does Seller have actual or constructive knowledge of (i) any claim, demand, investigation,
enforcement action, Response, Removal, Remedial Action, statutory lien or other governmettal
or regulatory action institited or throatened against Selter, or related to the businesses or
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operations of Seller, pursnant to any of the Environmental Laws, (ii) any claim, demand, notice,
suit or action, made or threatened by any Person against Seller, or atising from the operations of
Seller for any form of damage, loss or injury resnlting from, or claimed to result from, any
Hazardous Substance, or any other material, on, about, beneath or ansing from the current or
former real property occupied by Seller or any alleged violation of the Environmental Laws by
Seller; or (iii) any communication to or from any govetmmental or regulatory agsncy arising ont
of or in conmection with Hazardous Substances on, about, beneath, arising from or generated at
the current real property ot former real property occupied by Seller, including without Hmitation,
any notice of violation, citation, complaint, order, directive, request for information or response
thereto, notice letter, demand letter or compliance schedule.

{d) No wastes generated by Seller have ever been directly or indirectly sent,
transferred, transported to, treated, stored, or disposed of at any site listed or formally proposed
for listing on the National Priority List promulgated pursuant to “CERCLA™ or to any site listed
on any state list of sites requiring or recommended for investigation or clean-up or to any site
that to the Knowledge of Seller has been the subject of, or been investipated for, Response,
Reinoval or Remedial Action under any Environmental Law, None of the real property leased
by ithe Seller is listed on the National Priorities List or any atate list of sites requinng or
recommended for investigation or clean up.

{¢) As used in this Agreement:
(i) the term “Environmental Laws” means all Laws as such are

created or amended from time to time concerning or relating to industrial hygiene or pollution or
profection of human health or safety or the environment, including, without limitation, the
Comprehensive Environmental Response Compensation and Liability Act, 42 U.S.C. §§ 9601 et
seq. (“CERCLA™), The Resource Conservation and Recovery Act, 42 U.S.C. §§ 6901 et seq., the
Federal Watcr Pollution Countrol Act, 33 U.5.C. §§ 1251 et scq., the Air Pollution Prevention and
Control Act, 42 US.C. §§ 7041 ct seq. and the Federal Emergency Planning and Community
Right-to-Know Act, 42 U.S.C. § 11001 et seq.

{ii) the terms “Response,” “Removal” and “Remedial Action” shall
have the meanings ascribed to them in Sections 101(23)-101(25) of the Comprehensive
Environmental Response, Compensation and Liability Act, as amended by the Superfind
Amendments and Reauthorization Act (“SARA™), 4211.5.C. §§ 9601(23)-9601(25),

(iii) the term “Hazardous Substances” or “Hazardous Substanse,”
means any toxic or hazardous gaseous, liquid or solid material or waste that may or could pose a
hazard to the environment or human health or safety including (i) any “hazardous substances” as
defined by the federal Comprehensive Environmental Response, Compensation and Liability
Act, 822 US.C, §§ 9601 et 5eq., (ii) any “extremely hazardous substance,” “hazardous chemical,”
or “toxic chemical” as those terms are defined by the federal Emergency Planning and
C?munity Right-to-Know Act, 42 US.C. §§ 1101 ¢t seq., (iii) any “hazardous waste,” as

defined under the federal Solid Waste Disposal Act, as amended by the Resource Conscrvation
and Recovery Act, 42 U.8.C. §§ 6901 ct seq., (iv) any “poliutant,” as defined under the federal
Water Pollntion Control Act., 33 U.S.C. §§ 1251 et seq., as any of such laws in clauses (i)
th:d;ugh (iv) arc amended, and (v) any regulated substance or waste under any Laws or Court
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Orders that have besn enacted, promulgated or issued by any federal, state, local or foreign
governmental authorities concerning protection of the environment.

5.16 No Other Representations or Warranties; Schedules.  Except for the
representations and warranties contained in this Article V (as modified by the Schedules hereto),
neither Seller nor any other Person makes any other express or implied representation or
warranty with respect to Seller, the Business, the Purchased Assets, the Assumed Liabilities or
the Transactions, and Seller disclaims any other representations or warranties, whether made by
Seller, any Affiliate of Seller, or any of Seller’s or its Affiliates® respective officers, directors,
employces, agents or representatives. Except for the representations and warranties contained in
Article V hereof (as modified by the Schedules hereto), Seller (i) expressly disclaim and negate
any representation or wartanty, expressed or implied, at common law, by statide, ot otherwise,
relating to the condition of the Purchased Assets (including any implied or expressed warranty of
merchantability or fitness for a particular purpose, or of conformity to models or samples of
materials) and (ii) disclaim all liability and responsibility for any reprosentation, warranty,
projection, forecast, statement, or information made, communicated, or furnished (orally or in
writing) to Purchaser or its Affiliates or representatives (including any opimion, information,
projection, or advice that may have been or may be provided to Purchaser by any director,
officer, employee, agent, consultant, or representative of Seller or any of its Affiliates). Seller
makes no representations or warranties to Purchaser regarding the probable success or
profitability of the Business, The disclosure of any matter or item in any schedule hereto shall
not be deemed to constitute an acknowledgment that any such matter is required to be disclosed
or is material or thal such matter would result in a Material Adverse Change.

ARTICLE VI

REPRESENTATIONS AND WARRANTIES OF PURCHASER

Purchaser hereby represents and warrants to Seller that:

6.1 Orgagization and Good Standing. Purchaser iz a limited Lability company duly
organized, validly existing and in good standing under the laws of the State of Delaware and has

the! requisite power and anthority to own, lease and operate its properties and to cary on its
business as now conducted. ‘

6.2 Authonzation of Agreement. Purchaser has the requisite power and authority to
execute and deliver this Agreement and each other agrecment, document or instrument
contemplated hereby or theteby to which it is a party and to perform its obligations hersunder
and thereunder. The execution and delivery of this Agrecment and each other agreement,
document or instrument contemiplated hereby or thereby to which Purchaser is a party and the
corisuimmation of the Transactions an thereby have been duly authorized by all requisite limited
liability company action on the part of Purchaser. This Agreement and each other agreement,
docurnent or instrument contemplated herchy or thereby to which Purchaser is a party has been
duly and validly cxecuted and delivered by Purchaser and (assuming the due aunthorization,
execution and delivery by the other parties hereto) this Agreement and each other agreement,
dcuqumcnt or instrument contemplated hereby or thereby to which Purchaser is a party constitutes
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legal, valid and binding obligations of Purchaser enforceable against Purchaser in accordance
with its respective terms, subject to applicable bankruptcy, insolvency, reorganization,
moratorium and gimitar Jaws affecting ereditors” rights and remedics generally, and subject, as to
enforceability, to general principles of equity, including prnciples of commercial
reasonableness, good faith and fair dealing (regardless of whether enforcement is sought in a
proceeding at law or in equity),

6.3 Go : zation, - consents,  No approval, consent,
compliance, exemption, aut.hnnzatmn or other acﬂun by, or mtmn to, or filing with, any
Govemmental Entity or any other Person, and no lapse of a waiting period under any Law, is
necessary or required in comnection with the execution, delivery or performance by, or
enfloreement against, Purchaser of this Agreement and each of the any other ancillary agreements
{including, but not limited to the bill of sale, assumption agreements, and all exhibits and
appendices thereto) to which it is a party or the Transactions and thereby.

6.4 Litigagtion. There are no Lepal Proceedings pending or, to Purchaser’s
kndwledpe, threatened, against Purchaser, or to which Purchaser 13 otherwise a party before any
Gowvernmental Body, which, if adversely determined, would reasonably be expected to have,
individually or in the aggregate, a Purchaser Adverse Effect. Purchaser is not subject to any
Order of any Governmental Bedy except to the extont the same would not reasonably be
cupected to have, individually or in the aggregate, a Purchaser Adverse Effect.

6.5 Brokers. No Person has acted, dircetly or indirectly, as 2 broker, finder or
financial advisor for Purchaser in comection with the Transactions and no Person is entitled to
any fee or commission or like payment in respect thereof,

6.6 Condition of the Business, Notwithslanding anything containcd in this
Agreement to the contrary, Purchaser acknowledges and agfocs that Seller is not making any
rcpresentations or warranties whatsoever, express or implied, beyond those expressly given by
Seller in Article V hereof (as modified by the Schedules hereto), and Purchager acknowledges
and agrees that, except for the representations and warranties contained therein, the Purchased
Assets and the Business are being transferred on a “where is” and, as to condition, “as is” basis,
Purchascr acknowledges that it hus conducted to its saisfaction its own independen
investigation of the Business and, in making the determination to proceed with the Transactions,
Purchaser has relied on the results of its own independent investigation.

ARTICLE VII

BANKRUPTCY MATTERS

7.1 Baplkruptcy Court Filinps.

(a) This Agrecment js subject to approval by the Bankruptcy Court. Seller
shall pursue diligenly the entry of the Sale Order by filing a motion with the Bankruptcy Court
(the “Sale Motion™} and shall defend the Sale Order as to any appeal of or collateral attack on the
Sale Order after its entry. In that regard, to the extent commercially reasonable, Seller shall

25



promptly respond to objections to the entry of the Sale Order, conduct discovery proceedings,
schedule and attend hearings and opposc any actions taken by the parties objecting to, appealing,
or seeking a stay of the consummation of the sale of the Purchased Assets provided by this
Agreement. Seller shall provide in the Sale Mation that all responses or objections shall be
served on, among others, counsel to Purchaser. Purchaser may file a notice of appearance in the
Bankruptey Cases and Seller acknowledges and agrees that Purchaser shall have standing to
appear in connection with all proceedings reparding the sale of the Purchased Assets in the
Bankruptcy Case. Seller shall use commercially reasonable efforts to take all actions, including
without limitation, the defense of motions and actione filed by third parties required in the
Bahkruptey Case reasonably required to retain possession and ownership of the Purchased Assets
pending Closing. Purchaser agroos that it will promptly take such actions as are reasonably
requested by Seller to assist in obtaining ettry of the Sale Order and a finding of adequate
assurance of future performance by Purchaser.

(b) Seller shall provide Purchaser with copies of any and all motions,
applications, pleadings, schedules, statements, reports and othet papers (including exhibits and
supporting documentation) filed by or on behalf of Seller related to the Purchased Assets or this
Agreement. Seller shall consult and cooperate with Purchaser, and consider in good faith the
views of Purchaser with respect to all such filings. Notwithstanding any provision to the
contrary herein, Seller shall nol seek or agree to amend, vacate or modify any provision of the
Sale Order without the prior written consent of Purchaser, except to the extent that Seller
determine cause exists under Rule ﬁO(b)(?n) of the Federal Rules of Civil Procedure.

(c) Notice of the hearing on the Sale Motion, and request for antry of the Sale
der and the objection deadline shall be served by Seller in accordance with Banlkruptey Rules
2002, 6004, 6006 and 9014 and any applicable local rules of the Bankruptey Coutt on al] Persons
ired to receive notice under such rules, including, but not limited to, all Persons which have
asserted liens, encumbrances or ather interests in the Purchased Assets, all non-debtor parties to
the Assumed Contracts, counsel to the official committee of unsecured creditors, appointed in
the Bankruptcy Case (if appropriste), the Office of the United States Trustee, and each of
Seller’s creditors.

7.2 Bidding Procedures Order.

(a) The Seller agrees promptly following, but no later than three
business days after the Effective Date, (i) file the Bankruptey Casc, (ii) file a motion seeking an
order of the Bankruptcy Court for authority to ohserve and perform its obligations under this
Seetion 7.2 (the “Bidding Procedures QOrder”), and (jii) seek a hearing on the Bid Procedures to
be scheduled as promptly as possible, but in no event shall the Bid Procedures Qrder be entered
latgr than February 27, 2009. The Bidding Procedures Onder shall, among other things, (1)
authorize the Purchaser to credit bid to the fullest extent permitted by Section 363(k) of the
Bankmptcy Caode, (2) establish 2 Bid Deadline of April 6, 2009 (the “Bid Deadline™), (3)
approve the Bidding Procedures for the solicitation of higher and otherwise better bids that,
ampng other things, sets a date (the “Auction Date™) of Apnl 8, 2009 for an auction at which
only Qualificd Bidders (as defined below) who have previously submitted a Qualified Bid may
bid, (4) =et the Initial Incremental Bid Amount (as defined below) for any Qualified Bid, and (5)
establish the date no more than five (5) days after the Auction Date for the hearing on the
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propased sale of the Purchased Assets to the Purchaser or to such Qualified Bidder submitting
the highest or otherwise best bid at the Auction (the “Sale Hearing'). The Seller shall represemt
to the Bankruptcy Court that Sclier actively solicited this “stalking horse” bid from the
Purchaser. The Purchaser reserves the right to make multiple credit bids of any or all of the
ampunt cutsiending under the Loan Purchase Agreement to the fullest extent permitted under
Sestion 363(k) of the Bankruptcy Code. The Bidding Procedures Order shall be in form and
substance reasonably acceptable to Purchaser and its counsel and Seller hereby agrees not to
change or modify any of the dates or procedures set forth in the Bidding Procedures Order,
including, without limitation, the dates of the Sale Hearing and Closing Date, without prior
written consent of Purchaser.

) For the purposes of this section:

(i} The “Initia} Incremental Bid Amount” shall mean the sum of $50,000.

(i) A “Qualified Bidder” i= a person who (2) has delivered to the Seller an
cxecuted confidentiality agreement in form and substance acceptable to the Seller, (b) who has
delivered to the Seller a bid that identifies the assets of the Seller to be acquired by the bidder
and the consideration to be paid for such assets that constitutes an Alternate Transaction, and (c)
whotn the Seller in pood faith determines is reasonably likely to be able to consurmmate a
transaction based on the Alternate Transaction, if selected as the successfol bidder. The
Purchaser shall be deemed a Qualified Bidder.

(i) A “Qualified Bid” is an Altermate Transaction (a) the valuc of which is
greater or otherwise hetter than the sum of (i) the valuc of Purchaser’s offer as set forth in this
Agreement and (ii) the Initial Incremental Bid Amount, (b) that is accompanied by an execnted
copy of an alterhative purchase agreement that reflects any substantive changes 10 this
Agrecment and includes a commitment to c¢lose by the Termination Date and satisfactory
evidence of committed financing or other ability to perform and (c) that is accompanted by 2
cash deposit in the amount of ten percent (10%) of the purchase price offered in the proposal for
the Alternate Transaction, which deposit shall be forfeited as liquidated damages for breach by
the purchaser thereunder.

7.3 Submission to Bankruptey Court. Within three days following the Effective
Diate, Seller shall file with the Bankmptey Court thiz Agreement and such notices as may be
apprepriate in connection therewith. Purchaser shall cooperate with Seller in obtaining
Bankruptcy Court approval of the Bidding Frocedures Order and the Sale Order.

74 [Deleted].

7.5 Sale Onjer, Subject to any Altemate Transactions, Purchaser agrees that it
will promptly take such actions as are reasonably requested by Seller to assist in obtaining entry
of the Sale Order and a finding of adequatc assurance of future performance by the Purchaser,
including furnishing affidavits or other documents or information for filing with the Bankruptcy
Court for the purposes of, among other things, providing necessary assurances of future
petformance by the Purchaser under this Agrecment and demonstrating that Purchaser is a “good
faith” purchaser under Section 363(in) of the Bankruptcy Code and that the Purchase Price was
not controlled by an agreernent in violation of Section 363¢(n) of the Bankruptcy Code. In the
event the entry of the Sale Order shall be appealed, Seller and Purchaser shall use their
respective xeasonable efforts to defend such appeal.
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ARTICLE VIII

COVENANTS

g1 Access to Informalion. Seller agrees that, prior to the Closing Date, Purchaser
shall be entitled, through its officers, employees, consultants and representalives (including,
without limitation, any proposed lending source to Purchaser and Purchaser’s legal advizors and
accountants), to make such investigation of the properties, businesses and operations of Seller
and the Business and such examination of the books and records of Seller and the Business, the
Purchased Assets and the Assumed Liabilities as it reasonably requests and to make extracts and
copics of such books and records. Any such investigation and examination shafl be conducted
upon reasonable advance notice and under reasonable circumstances end shall be subject to
regirictions under applicable Law. Seller shall cause its officers, employees, consultants, agents,
accountants, attorneys and other representatives to cooperete with Purchaser and Purchaser’s
reprcsentatives in connection with such investigation and examination, and Purchaser and its
representatives shall cooperate with Seller and its representatives and shall use their reasonable
efforts 1o minimize any disruption to the Buzsiness. Notwithstanding anything herein to the
cofitrary, no such investigation or examination shall be permitted to the extent that it would
require Seller to disclose information subject to attorney-client privilege.

82 Conduct of the Business Pending the Closing.

(a)  Subject to any obligations as a debtor or dcbtor in possession under the
Banlquptcy Code, or order of the Bankrnuptey Court or other court of competent jurisdiction,
unless otherwise agreed by Purchaser in wrting, during the period from the date of this
Agreement 1o and through the Closing Date, Seller shall:

i conduct the Business only in the Ordinary Course of Business; and

(i) use its best efforts to (A) preserve the present business operations,
organization and poodwill of the Business, and (B) preserve the present relationships with
customers and suppliers of the Business.

(b) Unless otherwise agreed by Purchaser in writing, during the period from
the.date of this Agreement to and through the Closing Date, Seller shall not: '

)] sell or otherwise dispose of any Purchased Assets, except in the
Ordinary Course of Business (and, in any event, not in a material amount);

(D subject any of the Purchased Assels to any Lien, except for
exieting Liens;

{iii) other than in the Ordinary Course of Business, sell, assign, license,
tragsfer, convey, lease or otherwise dispose of any of the Purchased Assets (except pursuant to
an |existing Contract for fair consideration or for the purpose of disposing of sbsolete or
wotthlr:ss asiets ancd, in any event, not in a materizl amount);
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(iv) modify or terminate, or agree to modify or terminate any
Purchased Contract; or

(v)  take any action not in compliance with any covenani or other
agreements set forth in the DIP Agreement.

In the event the Seller takes any actions identified in Sections 7.3(b)(1), or (b)(3) above,
Purichaser shall be entitled to a doltar-for-dollar adjustment to the Purchase Price for any
Purichased Assets sold, leased, conveyed or otherwise disposed of by Seller.

83  Accountz Reccivable, Payments received by Seller in regpect of any Accounls
Reteivable after the Closing Date shall be forwarded to Purchaser within five Business Days,
and until so forwarded, shall be held in trust for the benefit of Purchaser. Nothing in this Section
B.3 shall be deemed to limit in any way Purchaser’s rights and remedies to recover Accounts
Receivable due and owing to it under the terms of this Agreement. ntil the first anniversary of
the Closing Date, Purchaser shall, upon reasonable notice and during normal business hours and
at reasonable intervals, have the right to inspect all cash receipts and books and records of the
Seller to confirm its compliance with the obligations imposed on it under this Section 8.3,

84  Furlber Assurances. Subject to the other provisions of this Agreement, cach of
Purchager and Seller shall use its commercially reasonable efforts to (i) take all actions necessary
or apptopriate to consummate the Transactions and (ii) cause the fulfillment at the earliest
practicable date of all of the conditions to its respective obligations to consummate the
Trinsactions, including, but not limited to, filing the Sale Order and obtaining entry of the Sale
Order within the tire periods and pursuant to the terms set forth in this Agreement.

8.5 Adequate Assurance. Purchager will timely provide such information to Seller,
as Seller believes is reasonably necessary to provide “adequate assurancs,” ax that term is used in
Sedtion 365 of the Bankruptcy Code, with respect to Assumed Leases and Azsnmed Contracts.

86  Certain Support Covenants. From the date hereof until the three-month
amniversary of the Closing Date, the Seller shall cooperate with Purchaser i any reasonable
manner in connection with Purchaser's efforts to integrate the Purchased Assets into Purchaser’s
existing business and operations; provided, however, that such cooperation shall not include any
requiremient of the Seller to expend money or offer or grant any accommedation (financial or
otherwise) to any third party. From the date hereof until the three month anniversary of the
Clasing Date, the Seller will cooperate with Purchaser, at Purchaser's sole expense, in its efforts
to continue and maintain for the benefit of Purchaser those husiness relationships of Seller
cxisting prior to the Closing relating to the Business, including relationships with regulatory
authorities, licensors, customers, suppliers and others, and Seller will satisfy the Excluded
Liabilities in 2 manner that, in its reasonable judgment, is not dettimental to any of such
relationships. Seller will refer to Purchaser all inquirics to the extent relating to the Business.

ARTICLE IX

EMFLOYELES AND EMPLOYEE BENEFITS
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9.1 Employees.

(a) Continuation of Employment. Seller shall, immediately before the
Closing, terminate all Employees of Seller effective as of the close of business on the Closing
Date. As of the Closing Date, effective immediately after the close of business on the Closing
Date, Purchaser, in its sole discretion, may offer employment to certain of the Employees of the
Seller who, immediately prior to the Closing Date were: (2) actively employed by the Seller; or
() on approved leave of absence (including, without limitation, maternity, dizability, medical
and non-medical leave), which offer may be on substantially the same terms and conditions
under which they are cumrently employed, including, without limitation, job responsihility,
compensation and benefit terms and conditions. Any such offer may be on a probationary hasis
and Purchaser shall be under no obligation to retain such Employees beyond the probationary
term if in Purchaser’s sole judgment the Employces are not auitable for Purchaser's operation of
the Business. Purchaser expressly acknowledges that any severance or other claims, obligations
ot liabilities that may arise as a result of any Employees, who on the Closing Date or for a one-
month period after the Closing Date become employees of the Purchaser, shall be the szole
responsibility of Purchaser and Purchaser will indempify Seller against all Joss, cost or expense
(including reasoneble attorneys fees) that Seller may incur by reason of the foregoing. Nothing
in this Scction shall ereate any rights in favor of any person not a party hereto, including
Employees of the Business or constitute an employment agreement or condition of employment
for:any Employee of Seller or any Affiliates of Seller.

(®) Worker’s Compensation. On the Closing Date, Purchaser shall have in
effect its own insurance plans and policies with respect to worker’s compensation obligations in
form and amount to cover claims mede by ail Emplovees hired by Purchaser immediately
following the close of business on the Closing Datc (“Purchaser’s New Hires™) atising
subisequent to the Closing Date based solely on incidents or conditions arising subzequent to the
Closing Date. Purchaser shall notl have any hiability for any worker’s compensation obligations
based on incidents or conditions arising prior to the Closing Date. Seller shall not have any
liability for any worker’s compensation obligations based on incidenis or conditions arising on or
after the Closing Date.

(c) Termination of Seller’s Liability. Following the Clesing Date, except as
set forth in Section 2.3 hereinabove, Seller shall not have any obligation or liability with respect
to any plan providing benefits to employecs that are terminated by Seller, but thercafter hired by
the Purchascr but shall retain liability for all benefit plans provided by Seller for periods prior to
Closing Date. On the Closing Date, Purchaser shall, for Purchaser’s New Hires, pay all eamned
and unpaid vacation, sick lcave and other paid time off in accordance with Seller’s policies.

ARTICLE X

CONDITIONS TO CLOSING

101 Conditions Precedent to Dbligations of Purchaser. The obligation of Purchaser to
corsummate the Transactions is subject to the fulfillment of each of the following conditions:
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(2) the representations and warranties of Seller contained in this Agreement
shall be true and cotrect in all material respects on and as of the Closing, except to the extent
expressly made as of an earlier date, in which case as of such earlicr datg;

(b) Seller shall have performed and cormplied in all material respects with all
obligations and egreements required in this Agreement to be performed or complied with by it on
ot before the Closing Date;

{c) there shall have been no occurrence of a Material Adverse Change;

{d) the Current Account Receivables being sold hereunder shall be in an
aggregate amount of not less than $1.25 million ag of Febroary 1, 2009;

(e) the Inventoty being sold hereunder shall be in substance and composition
gubstantially similar to the schedule previously provided to Purchaser by Seller;

(i) Seller shall have delivered, or caused to be delivered, to Purchaser all of
the'items set forth in Section 4.2;

(g) Seller shall have delivered, or caused to be delivered, evidence of a waiver
and release by Fiberboard Corporation (the “Mezzanine Lender™) of that certain mezzanine debt
eviddenced by the Nots and Equity Purchase Agreement, dated as of November 21, 2006 between
Seller and Megzzaning Lender;

o (h) Seller shall have delivered, or caused to be delivered, to Purchaser a
corisent by the DIP Lender to the assumption of the DIP Agreement by the Purchaser;

(1 Scller shall have delivered, or caused to be delivered updated general
releases dated as of the Closing Date in form and substance the samie as the general release set
forih in Sectlon 12.14;

§)] Seller shall have completed to the reasonable satisfaction of the Purchaser,
all of the schedules and exhibits attached hereto; and

(k) the Baplkruptey Court shall have entered the Sale Order in form and
substance acceptable to Purchaser on or before April 13, 2009,

10.2 Conditions Precedent to Obligations of Seller. The obligations of Scller 1o

consummate the Transactions are subject to the fulfillment, prior to or on the Closing Date, of
each of the following conditions (any or all of which may be waived by Seller in whole or in part
to the extent permitted by applicable Law):

(%) the representations and warrantics of Purchaser contained in this
Agreement shall be true and correct in all material respects on and as of the Closing, except to
the extent cxpressly made ag of an earlicr dale, in which case as of such earlier daic;

(b) Purchaser shall have delivered to Seller all of the items set forth in Section

4.3} and
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(c) The Bankruptcy Court shall have entered the Sale Order, in form and
substance acceptable to Seller, on or before April 13, 2009, and such Sale Order shall not ba
subjccet to any stay pending appeal.

10.3 Satisfaction or Waiver of Certain Conditions Precedent. Any condition set forth
in ection 10.1 or Section 10.2 may be waived by Purchaser or Seller, as applicable, in its sole
dis¢retion; provided that no such waiver shall be effective unless it is set forth in a writing
executed by Purchaser or Seller, as applicable.

10.4 Frustration of Closing Conditions. No party may rely on the failure of any

condition zet forth in Sections 10.1 or 10.2, as the cage may be, if such failure was caused by
such party’s failure to comply with any provision of this ‘Agreement.

ARTICLE XI

TAXES

11.1 Transfer Taxes; Property Taxes. Seller shall use its commerrially reasonable best
efforts to include 1n the Sale Order a provision that provides that the transfer of the Purchased

Assets shall be free and clear of any stamp or similar taxes under Section 1146{c) of the
Bankruptcy Code. To the extent that the Transactions are not otherwise exempt under Section
1146(c) of the Bankruptcy Code, Scller shall be liable for al] sales, use and other transfer Taxes
and all filing and recording fees (and any penalties and interest associated with such Taxes and
fees) arising from or relating to the consummation of the Transactions (collectively, “Transfer
Taxes"). Seller and Purchaser shall cooperate and consuit with each other prior to filing any Tax
Retums in respect of Transfer Taxea and shall cooperate and otherwise take commercially
reasonable efforts to obtain any available refunds for Transfer Taxes,

11.2 Cooperation and Audits. Purchaser and Seller and their respective Affiliates shall
cooperate fully with each other regarding tax matters and shall make available o the other as
reagonably requested all information, records and documents relating to taxes gavemed by this
Agreement until the ¢xpiration of the applicable statute of limitations or extension thereof ot the
conclusion of all audits, appeals or litigation with respect to such taxes.

ARTHCLE X1Y

MISCELLANEOUS

12.1 Survival and Tenpinafio resentations and Warranties. The parties hereto
agree that all representations and warranties contained in this Agreement shall teyminate upon
Closing, and neither Seller nor Purchaser shall have any liability to the other for any alleged
breach of such warranties and representations if the Closing occurs. The parties hereto agree that
the covenants contained in this Agreement te be performed at or after the Closing shall survive
the Closing hereunder, and each party hereto shall be liable to the other after the Closing for any
breach thereof.
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12.2 Expenses. Except as otherwise provided in this Agreement, Seller and Purchaser
shall each bear itz own expenses incurred in cormmection with the negotiation and execution of
this Apreement and each other agreement, document and instrurnent contemplated by this
Apreement and the consummation of the Transactions.

12.3 Submission to Jurisdiction: Consent to Serviee of

(a) Without limiting any party’s right to appeal any order of the Bankzuptcy
Court, (i) the Bankruptcy Court shall retain exclusive jurisdiction to enforce the terms of this
Apgreement and to decide any claims or disputes which may arise or result from, or be connected
with, this Agreement, any breach or default hereunder, or the Transactions, and (ii) any and all
proceedings related to the foregoing shall be filed and maintained ealy in the Baokruptcy Court,
and| the parties hereby consent to and submit to the jurisdiction and venue of the Bankruptcy
Cotprt and shall receive notices at such locations as indicated in Section 12.7; provided, however,
thay if the Bankruptcy Casc has closed, the parties agree to unconditiopally and irrevocably
submit to the exclusive jurisdiction of the United States District Court for the District of
Delpware and any appellate court from any thereof, for the resolution of any such claim or
dispute. The parties hereby irrevocably waive, to the fullest extent permitted by applicable law,
any|ehjection which they may now or hereafter have to the laying of vonuc of sny such dispute
brotight in such court or any defense of inconvenient forum for the maintenance of such dispute.
Each of the partics hereto agrees that a judgment in any such disputs mzy be enforced in other
Jungdictions by suit on the judgment or in any other manner provided by law.

(b) Each of the parties hereto hereby consents to process being served by any
party to this Agreement in any suit, action or proceeding by delivery of a copy thercof in
accprdance with the provisions of Section 12.7,

12.4 Waiver of Right to Trial by Jury. Each party to this Agreement waives any right
to trial by jury in any action, matter or proceeding regarding this Agreement or any provision
hereof,

125 Entirc Agreement; Amendments and_ Wajvers, This Agreement (including the
schedules and exhibils hereto) represent the entire understanding and agreement between the

parties hereto with respect to the subject matter hereof This Agreement can be amended,
suppiemented or changed, and any provision hereof can be waived, only by written instrument
making specific reference to this Agreement signed by the party against whor enforcement of
any such amendment, snpplement, modification or waiver is sought, No action taken pursuant to
this; Agreement, including without limitation, any investigation by or on behalf of any party,
shall be deemed to constitute a waiver by the party taking such action of compliance with any
repiiesentation, warranty, covenani or agreement contained herein. The waiver by any party
herglo of a breach of any provision of this Agreement shall not operate or be construed as a
further or continuing waiver of such breach or as a waiver of any other or subsequent breach, No
faslyre on the part of any party to exercise, and no delay in exercising, any right, power or
remgedy hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of
such right, power or remeady by such party prechide any other or farther exercise thereof or the
exeroise of auy other right, power or remedy. All remedies hereunder are cumulative and are not
exchisive of any other remedies provided by law.
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12.6 Injunctive Relief. Damages at law may be an inadequate remedy for the breach
of any of the covenants, promises or agreements contained in this Agreement, and, accordingly,
any party hereto shall be entitled to injunctive relief with respect to any guch breach, including,
without limitation, specific perfonmance of such covenants, promises or agreements or an order
enjoining a parly from any threatened, or from the continuation of any actual, breach of the
covenants, promises of agteements contained in this Agreement. The rights set forth in this
Section shall be in addition to any other rights which a parly hereto may have at law or in equity
pursuant to this Agreement.

12.7 Govemning Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Delaware applicable to contracts made and perforred in
such State,

12.8 Notices. All notices and other communications under this Agreement shall be in
writing and shall be deemed piven (1) when deliveted personally by hand, (ii) when sent by
facsimile (with written confirmation of transmission) or (iii) three Business Days following the
day sent by overnight courier (with written confirmation of receipt), in each case at the following
addressez and faceimile numbere (or to such other address or facsimile number as a party may
have specified by notice given to the other party pursuant to this provision):

If to Seller, to; Nailite Int=mational, Inc.
1111 N.W. 165" Street
Miami, FL. 33169-5819
Facsimile: (305) 623-6538
Atfn: Charleg Jeraza

Wilh a copy (which shall not constitute notice) to:

Potter Anderzon & Comoan LLP
1313 North Market Street

P.0O. Box 951

Wilmington, DE 19899-0951
Facsimile: (302) 778-6107

Attn: Steven M. Yoder, Baq.

It to Purchaser to: Premier Exteriors, LLC
3811 West Chester Pike
Building 2, Suite 200
Newtown Square, PA. 19073
Facgimile: (610) 408-0600
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With a copy (which shall not constitute notice) to:

Drinker Biddle & Reath 1.L.P

One Logan Square

18™ & Cherry Strests

Philadelphia, PA 19103

Eacsimile: (215) 988-2757
Aftention: Walter J. Mostek, Ir., Esq,

129 Publicity. Each party hereto shall not, and shail cause its Affiliates not to, make
any public amouncement regarding this Agreement or the transactions contemplated hereby
prior to the Closing Date; provided, however, that public disclosures may be made if required by
Law or as may be necessary in connection with any disclosure document used by Purchaser to
obtain financing for the transactions contemplated hereby ot in connection with any
presentntmns by Purchaser, any of its Affiliatcs or any of Purchaser’s reprcscnmum to potential
mVpstms or potential lenders with respect to any financing or in conmection with any
:%nunccmmt te its owners, investors or potential investors, or lenders or potential lenders. I

party iz required by Law to issue a press relesse or otherwice make any such public
ouncement or public disclosure, the parties will consult with each other regarding the content
thereof and cooperate in the making of such press release, public annoimeement or other public
disclosure. Nothing conlained in this Agreement shall prohibit Purchaser or any of its Affiliates
or any of Purchaser’s representatives from making any disclosures after the Closing regarding
this Agreement, the transactions contemplated by the Documents or the Business except that
Purchaser shall not, except as otherwise required by Law, intentionally publish the amount of the
Purchase Price to the general public. Neither Seller nor any of its Affiliates shall make any
disclosures afier the Closing regarding this Agreement, the transactions contemplated herf.-.hy or
the Business.

12,10 Severability. If any term or other provision of this Agrecment is invalid, illegal,
or incapable of being enforced by any law or public policy, all other terms or provisions of this
Agreement shall nevertheless remain in full force and effect so long as the economic or legal
sulistance of the Transactions is not affected in any mannet materially adverse to any party. .
Upon such determination that any term or other provision is invalid, illegal, or incapabie of being
enforced, the parties hereto shall negotiate in good faith to modify this Agreement so as to effect
theioriginal intent of the parties 8s closcly as possible in an acceptable manner in order that. the
Trénsactions arc consummated as originally contemplated to the greatest extent possible.

12.11  Assignment. This Agreement shall be binding upon and inure to the benefit of the
parties and their respective successors and permitted assigns, Nothing in this Agreement shall
crepte ot be deemed to create any third party beneficiary tights in any Person or entity not a party
to this Agreement. No assignment of this Agreement or of any rights or obligations hereunder
may be made by Scller (by operation of law or otherwisc) without the prior written consent of
Purchaser and any attempted assigrment without the required consent shall be void. Purchaser
may assigu some or all of its rights and obligations hereunder to one or more subsidiaries or
affiliates cxisting on the date hereof or formed by it prior to the Cloging. No assignment of any
obiigations hereunder shall relieve it of any such obligations. Upon any such permitted
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assignment, the references in this Agreement to Seller or Purchaser shall also apply to any such
assignes unless the context otherwise requires.

1212 Non-Recourse, Mo past, present or fuhure director, officer, employcc,
incorporator, member, partner or equty holder of Seller shall have amy lisbility for any
obligations or liabilities of Seller under this Agreement or any agrecment entered into in
conmection herewith of or for any ¢laim based on, in respect of, or by reason of, the Transactions
and thereby,

12.13  Counterpasts. This Apreement may be executed in one or more counterparts and
will be decmed 1o be an original copy of this Agreement and all of which, when taken logether,
will be deermed to constitute one and the same agreement. The parties hereto may deliver this
Apreement and related documents by telecopier machine/facsimile or electronic mail, provided
that the criginal signature pages are promptly delivered to cach party to this Agresment, and cach
party shall be permtted to rely upon the signatures so transmitted to the same extent and effect
us if they wore original signatures.

12.14  eneral Release.

{8) Effective upon the Closing Date, the Seller, on behalf of itself, and any Person,
clajming by, through, under, derivatively for, as agent for or on bchalf of such Scller
(coflectively, the “Seller Group™), acknowledges that it has no claim, counterclaim, setoff,
recpupment, action or cause of action of any kind or nature whatsoever (including for the
avdidance of doubt, actions for avoidance, subordination or recharacterization of any of
Puichaser’s pre-Petition Date Claims, interests and encumbrances and Licns in respoct of Seller)
agdinst (1) any of the Purchaser or DIP Lender and cach of their respective managing members
or j:artn:rs, (2) any of their raspective directors, officers, control persons, members, employees,
agents, altorneys, financial advisors, legal representatives, shareholders, partners, snccessors and
' asslg;ns and (3) any of their respective directors, officers, control persons, members, employees
or agenis in their capacity as a member on, or anging from their involvement with the activities
of, the Board of Directors of the Selter (including pursuant to board observer rights), (the
Purchaser and all Persons referenced in clanses (1), (2), and (3) are collectively tofomed to as the
“Purchaser Group™), that dircclly or indirectly arise out of, are based upon, or in any manner
connected with any Prior Event (as defined below) (collectively, “Releaged Claims™); and,
ghould any Released Claims nonetheless axist, the Seller on behalf its itzelf and all other
members of the Seller Group hereby (i) rcleases and discharges ¢ach member of the Purchaser
Group from any liability whatsoever on such Released Claims that directly or indircctly arise out
of, are based upon, or are in any menner connection with a Poor Event, and (ii) releases, remises,
wajves and discharges all such Released Claims against any member of the Purchaser Group. As
used herein, the term “Prior Event”, means any iransaction, event, cireumstance, action, failure
Lo act or occutrence of any sort or type, including, without limitation any approval or acceptance
given or denied, whether known or unknown, which occurred, existed, was taken, permitted, or
begun prior to the consummation of the I'ransactions contemplated hereitnder. For the avoidance
of doubt, “Prior Event” shall include, but not be limited to, any transaction, event, circumstance,
actjon, failure to act or occutrence of any sort or type which occurred, existed, was taken,
permitted or the begnn in accordance with, pursuant to or by virtue of: (1) any tenms of this
Agreement, DIP Agreement or Loan Purchase Agrecmenl (collectively, the “Credit
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PRoguments™), (ii) the transactions referred to in the Credit Documents, (iii) the acquisition by
Purchaser or any other member of the Purchaser Group of equity interests in the Seller, (iv) the
membership on, and involvement with the activities or the board of dirsctors of the Seller
(inclading pursnant 1o board observer rights) or (v) any oral or writtén agreement relating to any
of the foregoing (i) through (iv) of this sentence.

(b)  Withowt limiting in any way the scope of the release contained in
subparagraph (a) immediately above and effective upon the Closing Date, the Seller, to the
fullest extent allowed under applicable law, hereby waives and relinquishes for itself and the
other members of the Seller Group, all statutory and common law protections purporting fo limit
the: scope or elfect of a general releace, whether due 1o lack of knowledge of any claim or
othierwise, including, waiving and relinquishing the terms of any law, like section 1542 of the
California Civil Code, which provides that a release may not apply to material unknown claims.
The Scller hereby affirms its intent to waive and relinquish such unknown Claims and to waive
and relinquish any statutory or common law protection available in any applicable jurisdiction
with respect thereto.

1215  No Intended Third Party Beneficiaries. No Person, including Employees of

Scller, shall be deemed a third party beneficiary of this Apreement and no Person other than
Seller and Purchager shall have any right to enforce its provisions.
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Disclosure Schedules

to the

ASSET PURCHASE AGREEMENT
DATED FEBRUARY 27, 2009
between
NAILITE INTERNATIONAL, INC.
and

PREMIER EXTERIORS, LL.C



Schedule 1.1(a) to Asset Purchase Agreement
Assumed Contracts

Major Accounts Agreement with ADP, Inc. dated Tanuary 4, 2005
Commercial Sales Agreement with ADT Security Services, Inc. dated January 12, 2005

Secrecy Agreement with Americhem, Inc. & Ciba Specialty Chemicals Corporation &
Nailite International dated January 18, 2005

Proprietary Information Disclosure Agreement with Ciba Specialty Chemicals
Corporation-Plastic Additives Segment and Nailite International dated Qctober 6, 2003

Proprietary Information Disclosure Agreement with Ciba Specialty Chemicals
Corporation-Plastic Additives Segment; Heritage Plastics and Nailite International, Inc.
dated February 23, 2000

Sales Agent Agreement with Construction Component sales dated May1, 2002
Capital Lease with De Lage Landen dated August 31, 2007
Capital Lease with Dell Financial Services L.L.C. dated October 29, 2008

Confidentiality & Nondisclosure Agreement with Dinesol Plastics, Inc. dated May 31,
2007

Confidentiality Agreement with Dreamhouse dated December 24, 2008

Sales Agent Agreement with Elite Sales & Marketing dated July 3, 2008

Agreement with Elk Composite Building Products, Inc. dated October 16, 2006
Sales Agent Agreement with Exterior Building Solutions dated April 16, 2007
Confidentiality & Nondisclosure Agreement with EZ Color dated August 27, 2007
Portfolio Pricing Agreement with FedEx signed November 1§, 2008

Capital Lease/Supply Agreement with Gadge USA dated May 4, 2006

Capital Lease with GE Capital Commercial Equipment Financing dated June 4, 2004
Sales Agent Agreement with Goldstar Group dated March 13, 2008

Installation & Service with Honeywell (now Stanley Convergent Security) dated July
25,2004

Installation & Service with Honeywell (now Stanley Convergent Security) dated July
26, 2004

Software Support Agreement with Identicard Systems dated January 21, 2008
Sales Agreement with Infinite Encrgy (TECO Partners)

Software License with Infor Global Solutions (Atlanta), Inc./Progressive Systems, Inc.
dated August 17, 2006



Capital Lease/Non-Recourse Promissory Note with Jetta Stroy dated October 22, 2007
Promotions and Advertising Program 2008 with Jetta Stroy dated February 27, 2008
Supply Agreement with Jetta Stroy dated October 22, 2007

Maintenance Agreement with Joy Communications dated July 7, 2006
Nondisclosure Agreement with KMRD Partners dated March 22, 2005

Operating Lease with Kronos Incorporated signed March 5, 2002

Confidentiality Agreement with Lehigh Technologies dated November 21, 2007
Sales Agent Agreernent with Les Bloom (Help Outsourcing) dated March 26, 2002
Confidentiality Agreement with LRM Industries dated Avgust 22, 2007 |

Sales Agent Agreement with Midwest Sales Associates dated December 1, 2006
Sales Agent Agreement with MPM-Midwest Pro Marketing dated February 7, 2006
Product Certification with National Research Council/CCMC dated January 12, 2009
Supply Agreement with Normtex dated November 5, 2007

Sofiware & IT Support Agreement with Parmac Solutions dated June 6, 2006

Master Services Agreement with Peak 10, Inc. dated June 2, 2006

Capital Lease with Pitney Bowes dated December 10, 2003

Confidentiality & Nondisclosure Agreement with PolyOne Corporation dated May 31,
2007

Consignment Agreement with PolyOne Corporation dated September 26, 2002
Purchase Agreement with Quality Aluminum Products dated November 22, 2003
Confidentiality Agreement with Red Square dated December 3, 2008

Nondisclosure Agreement with Resource Dynamics International Ltd. dated February
21, 2008

Supply Agreement with Riverside Paper Company dated June 17, 2008
Service Agreement with Runzheimer Payment Solutions dated December 20, 2007

Confidentiality & Nondisclosure Agreement with Sedgwick Claims Management dated
November 11, 2008

Confidentiality & Nondisclosure Agreement with SFC Graphics dated October 15, 2008

Confidentiality Agreement with Sherwin-Williams Company (Chemical Coatings
Division) dated March 29, 2006

Sales Agent Agreement with STS-5am Thiel Sales dated December 28, 2001
Service Agreement with TelCove Investment, L.L.C. dated June 1, 2006



Bonded Siocking and Distributing Agreement with Vancouver Warehouse dated
November 15, 2002

Capital Lease/Non-Recourse Promissory Note with Vinylux dated October 22, 2007
Promotions and Advertising Program 2008 with Vinylux dated February {9, 2008
Supply Agreement with Vinylux dated October 22, 2007

Vendor Terms and Conditions Agreement with Welf Qrganization dated December 16,
2005



Schedule 1.1(b) to Asset Purchase Agrecment

Assurned Intellectual Property

US Patents and US Applications

US Patent No.

Application No.

D568486
4522002

4680911

5072562
5076037

2249402
347784

H637792
6955019

7127869

t228665

US Patant
10/930,0056

1 1/068,993
11/588,540
11/702,256

Last recordaed Ownear Recorded Securlty Interests held by:

NAILITE INTERNATIONAL
NAILITE INTERNATIONAL ING.

- National City Bank

- MNC Commaercial Corp.

NAILITE INTERNATIONAL INC. - Natiensbank, N.A.
- Natlonal City Bank

- MNC Commercial

NAILITE INTERNATIONAL - Nationsbank, N.A.
- National City Bank
- MNC Commercial

NAILITE INTERNATIONAL - Nationsbank, N.A.

- National City Bank

- Nationshank, N.A.
- National Clty Bank

- Nationshank, N.A.

MNAILITE INTEENATIONAL | INC,

- MNC Commercial Corp.

Last recorded Owner

L= TIONAL - Nationai City Bank
- Nationshank, NA
NAILITE INTERNATIONAL - National City Bank
NAILITE INTERNATIONAL - National City Bank
NAILITE INTERNATIONAL - National City Bank
NAILITE INTERNATIONAL, INC.
LIS Patant Status
Publication No.
Pending (appears to
LUS520060116390 be abandoned) TEIN
US20060181228 Pending MNAILITE INTERNATIONAL,
US20080098683 Pending NAILITE INTERNATIONAL

US20080184645 Pending NAILITE INTERNATIONAL

Invention Disclosures
|

Stac
Stac

ned Stone Panel
ad Stona Corner



Foreign Patents and Foreign Patent Applications

lication Na. Application No. Title Listed Owner Publication|Filing
Date Date

WO2Z008097522 PCT/US08/0001480 [ROOF AND WALL|NAILITE 2008-08- | 2008-
COVERING  WITH|INTERNATIONAL |14 02-04
IMPROVED
CORNER
CONSTRLUCTION

WOg629485 PCT/USHE/0002107 |DECORATIVE WALL|NAILITE 1986-09- | 1096-
COVERING INTERNATIONAL |26 0z2-16

WO9415042 PCTAISA3/0012512 |DECORATIVE WALLINAILITE 1994-07- | 1993-
COVERING  WITHIINTERNATIONAL|O7 12-22
IMPROVED
INTERLOCK  AND
CORNER
CONSTRUCTION

WGC068093902 PCT/JSOB/0006925 [SIMULATED HAND|NAILITE 2006-09- | 2006-
LAID BRICK AND|INTERNATIONAL08 02-28
MORTAR walLL
COVERING

WO0E017582 PCT/US05/0027575 |ROOF AND WALL|NAILITE 2006-02- | 2005-
COVERING WITH|INTERNATICONAL{16 08-02
IMPROVED INC,
CORNER
CONSTRUCTION

wWO03104579 PCT/S03/0012254 (WALL  COVERING|NAILITE 2003-12- | 2003-
WITH IMPROVED|INTERNATIONAL {18 04-22
CORNER MOLDING
AND METHOD OF
INSTALLATION

WO0a095760 PCT/US03/0012832 |DECORATIVE WALLINAILITE 2003-11- | 2003
COVERING  WITH/INTERNATIONAL |20 D4-22
UFWARD
MOVEMENT PANEL
INTERLOCK
SYSTEM

EP1532324 EP2003000757252 (WALL COVERING|NAILITE 2005-05- | 2003-
WITH  IMPROVED|INTERNATIONAL |25 04-22
CORNER MOLDING
ANO METHOD OF
INSTALLATION

EP1504164 EP2003000724173 |DECORATIVE WALLINAILITE 20058-02- | 2003-
COVERING  WITH|INTERNATIONAL |09 04-22
UFWARD
MOVEMENT PANEL
INTERLOOCK

‘ i SYSTEM
EPD817885 EP1996000906479 \DECORATIVE WALL|NAILITE 2004-04- | 1996-
1 COVERING INTERNATIONAL |28 02-16




lication No. Application No, Title Listed Owner  |Publication|Filing
_|Date PDate
CA2807308 CA2007002607308 ([DECORATIVE WALL|NAILITE 2008-D4- | 2007-
COVERING  WITHIINTERNAT 27 10-23
IMPROVED
INTERLOCK
_ SYSTEM
CAZ037429 CA1891002037429 {DECORATIVE WALL|NAILITE 1991-09- | 1991-
COVERING AND|(INTERNATIONAL |03 03-01
METHOD QF
INSTALLATION
AUG049594 ALI1993000460485 |DECORATIVE WALL|NAILITE 1994-07- | 1993-
COVERING WITH|INTERNATIONAL(19 12-22
IMPROVED
INTERLOCK  AND
CORNER
CONSTRUCTION
ALI3243149 AUZ2003000243149 |WALL COVERINGINAILITE 2003-12- | 2003-
' WITH  IMPROVED!{INTERNATIONAL |22 0d4-22
CORNER MOLDING
AND METHOD OF
= INSTALLATION
AU3251048 ALI2003000231049 |DECORATIVE WALL |MNAILITE 2003-11- | 2003-
COVERING  WITH|INTERNATIONAL (11 04-22
HPWARD
MOVEMENT PANEL
INTERLOCK
- |SYSTEM ;
DEG2632316T2 DE1996069632316 (DEKQRATIVE NAILITE 2004-00-16 1996-
VWANDBEKLEIDUNG | INTERNATIONAL 02-16 |.
DE112006000435T4;DE2006 110000435T [Wandverkleidung mit NAILITE
der Nachbildung von INTERNATIONAL 2006-
handvermauerten 2008-01-24
- . 02-28
Ziegein mit
Mortelfugen
JPZ000516308T2  |JP1996000528410 |DECORATIVE WALL NAILITE 2006-12-05 |1996-
COVERING INTERNATIGNAL 02-16




US Trademark Reqistration and US Trademark Applications

Serial No. ::gistration Mark Status Entity recardad as last owner
73410141 HOMECRAFT Daad NAILITE INTERNATIQONAL  INC.
74584838 FERFECTION-PLUS Dead NAILITE INTERNATICNAL, INC.
761842056 (dasign logo) Dead AILITE INTERN INC.
76134206 TWIGGS Dead NAILI ATIONAL
76268796 MARBELA Dead NAILITE INTERNATIOMN C.
78260427 2934129 M SERIES Live NAILITE INTERNATIONAL INC.
73400384 1215798 NAILITE Live NAILITE INTERNATIONAL, INC.
TM’ﬁBBSﬁ 1320734 ACRYLIUM Dead NAILITE INTERNATIONAL, INC.
737?2648 1563744 COLOR-THRU Dead NAILIT TIO
76207530 2767389 SIDERIGHT Live NAILITE INTERNATIONAL, INC.

Forelgn Trademark Registrations and Trademark Applications

Application Reglstration

Country No No Status Entity listed as last owner

European NAILITE RNATIONAL
By | 000120717 NAILITE Live ”—‘_INL”—;HC.
Canada 1107196 MARBELA Abandoned m“g"'TE INTERNATIONAL
Canada 1108708 SIDERIGHT  Abandoned :‘:fg‘-'TE INTERNATIONAL
Canada Q777510  TMA463775 NAILITE Active mﬂ“ﬁ INTERNATIONAL,

_[_)om?pin Names

wyww nailiteinternational.corn

www,sideri ght.com

www,.nailite.com




Schedule 1.1(c) to Asset Purchase Agreement

Assumed eases

Building ILease with KTR (fortner tenant MA & TN Sandifer) dated October 7, 1999, as
amended. The assumption of this agreement is subject to negotiation of a satisfactory
amendment with KTR South Florida, LLC.




Schedule 2.3 to Asset Purchase Agreement

Allowed Administrative Arnount

[To be determined]
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Schedule 5.3 to Asset Purchase Agresment

Required Permits

Major Accounts Agreement with ADP, Inc. dated January 4, 2005
Commercial Sales Agreement with ADT Security Services, Inc. dated January 12, 2005

Secrecy Agreement with Americhem, Inc. & Ciba Specialty Chemicals Corporation &
Nailite Interational dated Jarmary 18, 2005

Capital Lease with De Lage Landen dated August 31, 2007
Capital Lease with Dell Financial Services L.L.C. dated October 29, 2008
Capital Lease with GE Capital Commercial Equipment Financing dated June 4, 2004

Installation & Service with Honeywell (now Stanley Convergent Security) dated July
25, 2004 -

Installation & Service with Honeywell (now Stanley Convergent Security) dated July
26, 2004

Software Support Agreement with Identicard Systems dated January 21, 2008
Sales Agreement with Infinite Energy (TECQO Partners)]

Maintenance Agreement with Joy Communications dated July 7, 2006
Operating Lease with Kronos Incorporated signed March 5, 2002

Building Lease with KTR (former tenant MA & TN Sandifer) dated October 7, 1999, as
amended

Confidentiality Agreement with Lehigh Technologies dated November 21, 2007
Software & IT Support Agreement with Parmac Solutions dated June 6, 2006
Capital Lease with Pitney Bawes dated December 10, 2003

Nondisclosure Agreement with Resource Dynamics International Ltd. dated February
21, 2008

Service Agreement with Runzheimer Payment Solutions dated December 20, 2007

Confidentiality Agreement with Sherwin-Williams Company {Chemical Coatings
Division) dated March 29, 2006

Service Agreement with TelCove Investment, L.L.C. dated June 1, 2006

Bonded Stocking and Distributing Agreement with Vancouver Warehouse dated
November 15, 2002
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Schedule 5.6 to Asset Purchase Agreement

Litigation

1. A charge of discrimination was filed by Chrisphord St. Fleur, in which he alleges that Nailite
discriminated against him based on his age, disability, race and national origin. According to
Mr. $t. Fleur's counsel, the charge of discrimination was filed with the Miami-Dade County
Equal Opportunity Board, the Florida Commission on Human Relations and the United States
Equal Employment Opportunity Commission.

2. Consumers and customers may bring such watranty claims as are encountered in the ordinary
course of business.

3. See Schedule 5.15.
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Schedule 5.15 to Asset Purchase Agreement
Environmental Claims
1. Michigan Department of Environmental Quality v. Nailite International, Inc.

In May, 2007, the Michigan Department of Environmental Quality (MDEQ) notified Nailite
International, Inc. ("Nailite") and Textron Inc. that it was seeking recovery from the companies
of past cleanup costs related to an abandoned industrial site referred to as the National Motor
Casting (NMC Site) located in South Haven, MI. MDEQ contends that Nailite is liable as an
alleged successor to W.E. Davig Co., which entity allegedly owned and/or operated the Site from
approximately 1983 to 1988, MDEQ has indicated that the amount of its cost recovery claim is
approximately $2.0 million dollars. Nailite and Textron have entered into Tolling Agreements
with MDEQ. Meanwhile, the Company has provided information to MDEQ asserting that it is
not a lable party, and Nailite also has served indemnification notices/claims against certain
former W.E. Davis Co. shareholders under the terms of a 1988 Stock Purchase Agreement.
Nailite also has notified certain insurance carriers of MDEQ's claim and has requested
defense/indemnity coverage.

2. City of Chicago v. ArvinMeritor, et al., N.D. IL. No. 1:05-cv-05148.

On September 8, 2005, the City of Chicago filed a Complaint in the Northern District of Illinois
federal court against several defendants, including Nailite Intemnational, Ine. ("Nailite"). The
Complaint concerns an abandoned industrial site referred to as the Amforge Site (the “Site”™)
which the City alleges is environmentally contaminated by past operations. The Complaint
alleges that Nailite is a liable as an alleged successor to W.E. Davis Co., which entity allegedly
owneji and/or operated the Site from approximately 1983 to 1988, The Complaint primarily
seeks|recovery of Site remediation costs, but also includes claims for injunctive relief, as well as
penaliies and costs under the City’s Municipal Code, including all of the City’s attorneys’ fees
and other litigation costs. The City’s Complaint asserts that cleanup is ongoing, and that final
Site remediation costs are likely to total $3.0 to $3.5 million dollars. Nailite filed an Answer to
the Complaint, and also asserted indemmification claims against certain former W.E. Davis Co.
shareholders under the terms of a 1988 Stock Purchase Agreement. Those shareholder
defendants in turn filed claims against additional fourth party defendants. The litigation was
settled in January, 2008 by means of a court-approved Consent Decree. The Consent Decree
resolved all cleanup costs and other claims asserted by the plaintiff City of Chicago, subject to
standard Superfund settlement rc-opencr provisions for potential future claims related to
unkngwn conditions, natural resource damages, and third-party claims. Nailite has not been
notified of and is not aware of the existence of any such claims. As part of the settlement,
Nailite paid a nominal amount to the City of Chicago. However, also as part of the seftlement,
Nailite obtained reimbursements from certain former stockholder indemnitees and an insurance
carrier in amounts considerably preater that the underlying settlement payment made by Nailite
to the City of Chicago.
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EXHIBIT A to Asset Purchase Agreement

Sale Order
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