Case 16-15530-elf Doc 116 Filed 10/05/16 Entered 10/06/16 10:38:25 Desc Main
Document  Page 1 of 25

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

In re: Chapter 11
TOTAL COMM SYSTEMS, INC., Case No. 16-15530 ELF

Debtor.

FINAL ORDER, (I) PURSUANT TO 11 U.S.C. §§ 363 and 364(c), AUTHORIZING
SECURED POST-PETITION FACTORING, (IT1) AUTHORIZING DEBTOR TO ENTER

INTO FACTORING AND SECURITY AGREEMENT, (I11) GRANTING LIENS,
SECURITY INTERESTS, AND SUPERPRIORITY CLAIM, (IV) MODIFYING THE
AUTOMATIC STAY, (V) GRANTING RELATED RELIEF

This matter comes before the Court upon the Motion of Debtor Total Comm Systems,
Inc. for an order (I) pursuant to 11 U.S.C. §§ 363 and 364(c) authorizing secured post-petition
factoring, (II) for authority to enter into a post-petition factoring and security agreement, (III)
granting liens, security interests, and superpriority claim, (IV) modifying the automatic stay, (V)
granting related relief (the “Motion™). Upon consideration of the Motion and any responses or
opposition thereto, and upon further consideration of the arguments of counsel and the evidence
presented at the preliminary hearing that took place before this Court on September 1, 2016the
“Preliminary Hearing”), the Interim Order entered by the Court on September 1, 2016, the Court
makes the following findings of fact and conclusions of law:

A. This Court has jurisdiction to consider this motion pursuant to 28 U.S.C. §§ 157
and 1334. Consideration of this motion is a core proceeding pursuant to 28 U.S.C. §157(b).
Venue of this case is proper in this district pursuant to 28 U.S.C. §§1408 and 1409.

B. On August 3, 2016 (the “Petition Date”), the Debtor filed its present Chapter 11

bankruptcy case (the “Bankruptcy Case™).
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C. The Debtor is a debtor-in-possession and no trustee has been appointed in this
Chapter 11 case.

D. Prior to the Petition Date, the Debtor and J D Factors, LL.C (the “Factor”) entered
into a factoring and security agreement on or about September 16, 2009 to obtain (and provide)
funding for the Debtor’s business. The Factor agreed to purchase accounts from the Debtor
based upon its eligible invoices and other information. Debtor’s obligations to the Factor under
the security agreement were secured by various assets of the Debtor, including “accounts,
general intangibles, chattel paper, electronic chattel paper, instruments, deposit accounts,
investment property, letters of credit, letters of credit rights, all proceeds of the foregoing and all
books, records and computer data relating to the foregoing.” The Factor perfected its security
interest in the assets of Debtor by, among other things, filing a UCC financing statement against
the Debtor on September 17, 2009, which has been subsequently renewed by timely continuation
statement.

E. An immediate and critical need exists for the Debtor to obtain additional funds to
continue the operation of the business. Without such funds, the Debtor and its estate will suffer
immediate and irreparable harm. For example, without such funds, the Debtor will not be able to
pay payroll and other operating expenses needed to carry on its business. The Debtor’s ability to
finance its operation and the availability to it of sufficient working capital and liquidity through
the use of cash collateral and the incurrence of post-petition date financing is vital to the
confidence of the Debtor’s suppliers of goods and services, insurance carriers, to its customers
and employees and to the preservation and maintenance of the going concern value of the

Debtor’s business.
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F. The Debtor has obtained interim authority to use cash collateral; and interim
authority of DIP factoring, however, the Debtor requires post-petition date financing on a final
basis under Section 364 of the Bankruptcy Code in addition..

G. The Factor is willing, subject to Bankruptcy Court approval of the Motion, to
purchase Debtor’s post-petition Accounts and extend a factoring arrangement as more fully
detailed in the terms set forth in the proposed Debtor-in-Possession Factoring and Security
Agreement attached to the Motion as Exhibit “A” (the “Post-Petition Factoring Agreement”), the
provisions of which are incorporated herein as if fully stated. (Capitalized terms used in this
Order, which are not defined herein, shall have the meanings set forth in the Post-Petition
Factoring Agreement.)

H. The Court hereby finds that, on a final basis that the terms of such Post-Petition
Factoring Agreement are fair and reasonable under the circumstances, reflect the Debtor’s
exercise of prudent business judgment consistent with its fiduciary duties, and are supported by
reasonably equivalent value and fair consideration. Factor has acted in good faith in agreeing to
purchase Debtor’s post-petition Accounts pursuant to the Post-Petition Factoring Agreement and
in negotiating the terms of such factoring.

L. Accordingly, Factor is an “entity that is extending credit in good faith,” as that
phrase is used in §364(e) of the Bankruptcy Code, and both Factor and the Debtor are entitled to
the protections afforded under §364(e) of the Bankruptcy Code. This Order is subject to, and
Factor is entitled to, , the benefits of the provisions of §364(e) of the Bankruptcy Code.

J. The Debtor is authorized to enter into the Post-Petition Factoring Agreement with

Factor, and in connection therewith, shall execute all documents required thereby and any and all
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additional documents that may be reasonably required by Factor to carry out and consummate
the Post-Petition Factoring Agreement.

K. The Court finds, on a final basis, that based on the Debtor’s Motion and other
filings to date, and in light of the Debtor’s current financial situation as evidenced by the filing of
the voluntary petition for relief, the Debtor is unable to obtain an adequate unsecured revolving
credit facility allowable under §503(b)(1) of the Bankruptcy Code to be treated as an
administrative expense of the estate pursuant to §364(b) of the Bankruptcy Code. Factor has
conditioned the financing upon the grant of replacement liens on its existing collateral with the
same priority as it had prepetition and a duly perfected post-petition lien on all Accounts subject
only to the lien of the Internal Revenue Service and a post-petition lien against other Collateral .
The lien on Collateral for which Factor did not have a pre-petition security interest shall be on a
priority basis subject to the liens of existing creditors, as to their respective class of assets to the
extent such existing creditors actually have been granted a security interest by the Debtor (or its
pre-petition predecessor) in such specific class of assets, pending further order of the Court.

L. Good cause has been shown for the entry of this Order. Among other things, the
entry of this Order will help minimize disruption of the Debtor’s business and operations and
permit the Debtor to meet payroll and other operating expenses, obtain fuel, retain customer and
vendor confidence by demonstrating an ability to maintain normal business operations. The
findings authorized by the Order are therefore in the best interest of the Debtor’s estate.

M. The Court further finds that pursuant to Federal Rules of Bankruptcy Procedure
4001(c) and Local Bankruptcy Rule 5070-1(f), good and sufficient cause exists for an expedited

hearing on the Motion.
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N. Unless specifically addressed in this Order, this Order shall preserve each and
every party’s rights against any other party.

THEREFORE, WITH THE FINDINGS OF FACT AND CONCLUSIONS OF LAW
FORMING A PART OF THIS ORDER, IT IS HEREBY ORDERED AND ADJUDGED AS
FOLLOWS:

1. The Motion is hereby granted on a final basis, and the arrangements for post-
petition factoring between Debtor and Factor are approved by this Court subject to the terms and
condition set forth in the Post-Petition Factoring Agreement and this Order.

2. The terms and conditions of the Post-Petition Factoring Agreement are hereby
approved subject to the provisions of the Court’s Interim Order dated September 1, 2016. The
Debtor is hereby authorized to enter into the Post-Petition Factoring Agreement and to incur the
indebtedness provided for therein (the “Post-Petition Debt”), which the Debtor may utilize in
accordance with this Order and the Post-Petition Factoring Agreement and other DIP documents.
The Post-Petition Debt, subject to the terms and conditions set forth in this Order, the Post-
Petition Factoring Agreement and its exhibits, shall be used only for working capital and other
expenses incurred in the ordinary course of the Debtor’s business, as well as fees to the United
States Trustee consistent with any part and future cash collateral orders entered or that may be
entered by this Court..

3. Except as limited by paragraph 4 below, and consistent with any past and future
cash collateral orders entered or that may be entered by this court, the automatic stay provisions
of 11 U.S.C. § 362 are hereby vacated and modified to the extent necessary to permit the Debtor
to execute and deliver to Factor such other agreements, instruments and documents as may be
necessary or deemed appropriate by Factor in order to evidence or secure the Post-Petition

5
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Factoring Agreement or otherwise to effectuate the terms of the Post-Petition Factoring
Agreement and this Order. The Debtor is authorized to enter into such nonmaterial modifications
and amendments to the Post-Petition Factoring Agreement without further Court order as may be
agreed upon in writing between the Debtor and Factor. If the Debtor has previously executed all
or part of the Post-Petition Factoring Agreement, Debtor’s execution thereof is valid and
effective as of the date of execution.

4, The automatic stay provisions of 11 U.S.C. § 362 are further hereby vacated and
modified to the extent necessary, as to Debtor and Debtor’s bankruptcy estate, to permit Factor
to exercise with respect to factored accounts, all rights and remedies arising under the Pre-
Petition Factoring Agreement, the Post-Petition Factoring Agreement, and state law, and to
protect its interest in, Debtor’s pre-petition and post-petition Accounts, including but not limited
to collecting the Accounts and applying the proceeds to reduce Debtor’s Obligations under the
Pre-Petition Factoring Agreement and the Post-Petition Factoring Agreement. This provision
does not apply to property in which the Factor holds a security interest.

5. The Post-Petition Factoring Agreement shall be governed by California law,
unless preempted by the Bankruptcy Code or the terms of this Order.

6. Pursuant to the Post-Petition Factoring Agreement, all Accounts sold thereunder
shall constitute a true sale, and, as a result, Debtor does not retain a legal or equitable interest in
the Accounts sold, in conformance with California Commercial Code (“Comm. Code™) §
9318(a).

7. Pursuant to Comm. Code § 9406(a): (1) an account debtor (as that term is defined
in Comm. Code § 9102(a)(3)) on the Accounts may discharge its obligation by paying the Debtor
until, but not after, the account debtor receives a notification, authenticated by the Debtor or

6
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Factor, that the amount due or to become due on the Account has been assigned and that
payment is to be made to Factor; (2) after receipt of the notification, the account debtor may
discharge its obligation by paying Factor and may not discharge the obligation by paying the
Debtor; and (3) accordingly, the Debtor no longer maintains an ownership interest in the
Accounts.

8. Any Accounts purchased by Factor pursuant to the Post-Petition Factoring
Agreement, on or after the Petition Date, do not constitute property of the Debtor’s bankruptcy
estate pursuant to 11 U.S.C. § 541 and, accordingly, relief from the automatic stay is not required
for Factor to collect on the Accounts pursuant to 11 U.S.C. § 362.

9. The automatic stay imposed by virtue of § 362 of the Bankruptcy Code is hereby
modified insofar as necessary to permit Factor to take any action authorized or contemplated by
this Order or the Post-Petition Factoring Agreement and to carry out the terms thereof, subject,
however, to the satisfaction of any notice, procedural and other conditions contained in this
Order or the Post-Petition Factoring Agreement.

10.  Effective as of the Petition Date, the Obligations described in the Post-Petition
Factoring Agreement, which are incorporated by reference herein, are and shall be valid and
binding obligations on the Debtor, enforceable against the Debtor and its estate in accordance
with its terms. The Debtor is authorized and directed to comply with each and every one of its
Obligations under the Post-Petition Factoring Agreement without further Order of Court. The
Debtor is authorized and directed to do and perform all acts, to make, execute and deliver the
Post-Petition Factoring Agreement and all related instruments, agreements and documents, to

pay all principal, interest, fees and other expenses within the Obligations as set forth in the Post-
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Petition Factoring Agreement, including Factor’s attorney’s fees and costs incurred in connection
with entering into the Post-Petition Factoring Agreement.

11.  As security for the Post-Petition Factoring Agreement, Factor is hereby granted,
with respect to all property as to which it held a prepetition lien, pursuant to § 364(c)(1) of the
Bankruptcy Code, valid, priority, binding, enforceable, and perfected security interests in and
liens with the same priority as such liens had prepetition on, and administrative expense priority,
with priority over all other present and future security interests and liens of every kind (with the
exception of the validly recorded and not preferential pre-petition liens of the Internal Revenue
Service and Knight Capital Funding, LLC) on all Accounts, General Intangibles (including
patents, trademarks, copyrights, licenses and royalties related thereto or arising therefrom),
Chattel Paper, Electronic Chattel Paper, Instruments, Deposit Accounts, Investment Property,
Letters of Credit, Letters of Credit Rights, the Reserve Account, Machinery, Equipment,
Inventory, Goods, Vehicles, Rolling Stock, Trailers, contract rights (“Assets”) as those terms are
defined in the Uniform Commercial Code or the DIP Factoring Agreement or if not defined, as
commonly understood to mean, in the amount sufficient to cover both pre-petition and post-
petition liabilities of Debtor to the Factor. For clarification, Factor shall be granted a lien, but not
a superpriority lien, on the Debtor’s pre-petition assets as collateral to secure amounts due
pursuant to the DIP Factoring Agreement. As security for the Post-Petition Factoring
Agreement, Factor also is granted a valid priority, binding, enforceable and perfected security
interests on all Assets (as defined in this Paragraph) for which Factor did not have a prepetition
lien. The lien on Collateral for which Factor did not have a pre-petition security interest shall be

on a priority basis subject to the liens of existing creditors, as to their respective class of assets to
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the extent such existing creditors actually have been granted a security interest by the Debtor (or
its pre-petition predecessor) in such specific class of assets, pending further order of the Court.

12. Except as specifically provided for in this Order, the liens and security interest
granted to Factor hereunder and/or under the Post-Petition Factoring Agreement shall not,
without the written consent of Factor, be subordinated to or made pari passu with any other lien
under Section 364(d) of the Bankruptcy Code or otherwise, and shall not be “primed” under
§364 of the Bankruptcy Code, and shall not be surcharged under §506(c) of the Bankruptcy
Code. No claims, expenses, indebtedness, liabilities, or obligations, present or future, shall be
granted a priority status equal to or greater than the priority of Factor or be secured by a security
interest or lien with a priority status equal to or greater than that granted to Factor except as
provided in paragraph 13 of this Order. Further, such liens and security interest granted to Factor
hereunder and/or under the Post-Petition Factoring Agreement shall not be subject to avoidance,
subordination, recharacterization, modification, or impairment in this or any successor
bankruptcy case.

13.  All debt due to Factor will have priority in accordance with the provisions of
§364(c) of the Bankruptcy Code over any and all administrative expenses of any kind
whatsoever including without limitation, the kind specified in §§ 105, 326, 328, 330, 331 503(b),
507(a), 507(b), 546(c), or 726 of the Bankruptcy Code (“Superpriority”). No costs or
administrative expenses that have been or may be incurred in this Chapter 11 case, in any
conversion of this Chapter 11 case pursuant to Section 1112 of the Bankruptcy Code, or in any
other proceeding related thereto, and no priority claims, including without limitation, any other
superpriority claims, are or will be senior to or on parity with the claims of Factor arising from
the Post-Petition Debt, except for: i) such allowed expenses of the United States Trustee; and ii)

9



Case 16-15530-elf Doc 116 Filed 10/05/16 Entered 10/06/16 10:38:25 Desc Main
Document  Page 10 of 25

approved fees of attorneys, accountants and other professionals retained Ey Client in connection

with the Bankruptcy Case in a sum not to exceed m-w-ﬂmm:nd'ﬁ?ﬁzs ($30,000.00)

previously paid as a pre-petition retainer to bankruptcy counsel for the Client, pursuant to

Sections 364(c)(1), (¢)(2), (c)(3) and (d) of the Bankruptcy Code for such purposes as are

described in the Post-Petition Factoring Agreement.

14.  Notwithstanding anything to the foregoing, Factor shall not be subject to any form

of a “claw-back” or any other claim with respect Factor’s post-petition factoring or post-petition

collection of any Accounts of the Debtor. |

15. In addition, as provided in paragraph 35 of the Post-Petition Factoring

Agreement, that certain pre-petition Collateral granted to secure Debtor’s Obligations to Factor

and the post-petition Collateral granted to Factor under the Post-Petition Factoring Agreement

and hereunder shall cross collateralize both pre-petition and post-petition Obligations due from

the Debtor to Factor, and Factor is authorized to apply proceeds of post-petition Collateral to the

pre-petition Obligations of Debtor and to apply the proceeds of the pre-petition Collateral to the

post-petition Obligations of Debtor, without restriction.

16.  Factor shall not be required to file any financing statements, mortgages, notices of

lien or similar instruments in any jurisdiction or filing office, or to take any other action in order

to validate or perfect the liens and security interest granted by or pursuant to this Order or

pursuant to the Post-Petition Factoring Agreement.

17. Should Factor in its sole discretion, from time to time, choose to file such

financing statements, mortgages, notices of lien or similar instruments, take possession of any

collateral securing the Debtor’s Obligations to Factor, or to take any other action to validate or

perfect any such security interest, mortgage or lien, the Debtor and its officers are hereby

10
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authorized and directed to execute any such documents or instruments as Factor shall reasonably
request in accordance with the terms of the Post-Petition Factoring Agreement and all such
documents and instruments shall be deemed to have been filed or recorded at the time and on the
date of entry of this Order. Notwithstanding that Factor is not required to do so in order to
validate or perfect its liens and security interest granted pursuant hereto, Factor may file
financing statements, mortgages, notices of lien or similar instruments in any jurisdiction or
filing office and the Court finds that the name “Total Comm Systems, Inc.” is proper to identify
the Debtor and is the right name to use for such filings.

18. A certified copy of this Order, in the discretion of Factor, may be filed with or
recorded in filing or recording offices in addition to or in lieu of such financing statements,
mortgages, notices of lien or similar instruments, and all filing offices are hereby directed to
accept such a certified copy of this Order for filing and recording.

19.  This Order shall be binding upon and inure to the benefit of Factor and the Debtor
and their respective successors and assigns, including without limitation, any chapter 11 or
chapter 7 trustee hereinafter appointed, as applicable, as a representative of the Debtor's estate;
provided, however, that Factor shall have no obligation to extend any financing to any chapter 7
or chapter 11 trustee appointed for the estate of the Debtor.

20.  Debtor shall advise Factor promptly of any offers to purchase the Debtor’s
business and shall keep Factor informed of the progress of any and all sale negotiations, subject
to a confidentiality agreement mutually agreeable to all parties to the negotiations. Debtor’s
obligations to Factor pursuant to the Post-Petition Factoring Agreement and this Order shall be

paid in full at closing of any sale of Debtor’s business.

11
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21.  Factor may seek further protection of its liens and security interests if Factor
deems necessary in these or any superseding proceedings, to which the Debtor reserves all of its
defenses.

22.  The liens, security interests and other rights, benefits, protections and priorities
granted to Factor under this Order and the Post-Petition Factoring Agreement shall survive any
conversion or dismissal of this Chapter 11 case and shall remain in full force and effect
notwithstanding any such conversion or dismissal or any order confirming a plan of
reorganization of the Debtor.

23.  In the event of any direct conflict between this Order and the terms of the Post-
Petition Factoring Agreement, this Order shall govern and control, provided however, that except
to the extent that specific provisions of this Order expressly limit specific provisions of the Post-
Petition Factoring Agreement, nothing in this Order shall be construed as limiting any rights or
remedies of Factor or obligations of the Debtor under the Post-Petition Factoring Agreement.

24.  Nothing herein constitutes a waiver by Factor of any right it may have to oppose
or object to any plan of reorganiéaffb-n, to challenge any impairment of its claim, its security
interests in the Collateral, and incident thereto to introduce such evidence of its claim, lien and
security interests and the value of its Collateral as may be appropriate under the circumstances.

25.  Debtor shall execute and deliver to Factor any and all further agreements,
instruments and documents, which may be reasonably necessary to effectuate the purposes of the
Post-Petition Factoring Agreement and Debtor shall pay all costs of Factor’s reasonable expenses
incurred under the Post-Petition Factoring Agreement as a result of the Post-Petition Factoring

Agreement and this Order.

12
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26.  The terms and conditions of this Order shall be immediately effective and
enforceable notwithstanding the provisions of Fed. R. Bankr. Proc. 6004 to the extent applicable.

27.  The final authority granted by this Order shall remain in effect until further Order
of this Court on the Motion.

28.  The Post-Petition Factoring Agreement is modified as follows: (a) The last
sentence of 463 is stricken; and (b) Paragraph 77.2 and 77.3 shall not apply during the pendency

of the bankruptcy case, unless the court orders otherwise.

ED’S’QM% 0l /i

United States Bankruptcy Court

Crc L. ﬁﬂh‘_”
Cén("ﬁ T/T/j(gl

BIELLI & KLAUDER, LLC

/s/ Thomas D. Bielli

Thomas D. Bielli, Esquire
David M. Klauder, Esquire
1500 Walnut Street, Suite 900
Philadelphia, PA 19102
Telephone: 215-642-8271
Facsimile: 215-754-4177
tbielli@bk-legal.com
dklauder@bk-legal.com

Counsel for the Debtor,
Total Comm Systems, Inc.

AGREED AND SEEN, WITH PERMISSION TO ENDORSE:
FINEMAN KREKSTEIN & HARRIS PC
/s/Deirdre M. Richards

Deirdre M. Richards, Esquire
drichards@finemanlawfirm.com

Attorneys for J D FACTORS LLC

13



Case 16-15530-elf Doc 116 Filed 10/05/16 Entered 10/06/16 10:38:25 Desc Main

Case 16-15530-elf DJ@Y MERd 0oi2%61 4eHtéred 09/14/16 10:27:24 Desc Main
Document Page 1 of 12

EXHIBIT “A”

{01017811;v1}



Case 16-15530-elf Doc 116 Filed 10/05/16 Entered 10/06/16 10:38:25 Desc Main

Case 16-15530-elf DJCBYMERUG 0o 29861 OEHidrod 09/14/16 10:27:24 Desc Main
Document  Page 2 of 12

DEBTOR-IN-POSSESSION FACTORING AND SECURITY AGREEMENT
THIS DEBTOR-IN-POSSESSION FACTORING AND SECURITY AGREEMENT (ns it may be amended, replaced, supplemented
or ollerwise modified from time to time, this “Agreement™), Is dated Avgust, , 2016 for reference purposcs, by snd beiween Total

Comm Systems, Inc., & Pennsylvania corporation (hereinafier callexd “Clicat™), with its principal business office Jocated mt 2480 Durhm
Rd. Bristol, PA 19007, and ) D FACTORS LLC (*} D FACTORS"). Clicnt and J D FACUORS agree as follows:

RECITALS
WHEREAS, ] D FACTORS is in the business of purchasing Accounts.

J D Faciors

WHEREAS, Clic and J D FACTORS arc parties to u certain Factoring and Sccurity Agreement dated September 16, 2009 (as
amended, replaced, supplemented or otherwise modified from time to time the “Pre-Petition Fuactoring Agrecment”), pursuant to which,
among other things, ) D FACTORS, mude advances and certnin other finuncinl und fucloring accommodations fo Clicnt and received the
oplion lo purchasc ccrigin cligible aceounts reccivable of Clieat; Client's Obligations, ay defined in the Pre-Pelition Factoring Agreement,
to J D FACTORS are referred (o hervin as the “Pre-Petition Liabilitics.”

WHEREAS, as sccurity for the payment and performmnce of the Pre-Petition Linbilities, Client grunted to ) D FACTORS licns and
securily interests against cerlain of Clicnl's propenty, including, but nol limited to, Clicat’s Accounts, General Intanglbles, Chatiel Paper,
Electronic Chattel Paper, Instruments, Deposit Accounts, Invesiment property, Letiers o Credits, Letter of Credit Rights, and all proceeds
of the foregoing and all books, records ard computer datn relating to the foregoing {coflectively the “Pre-Petition Collatcral™),

WHEREAS, in order [0 provide a gusranty and sccurity for the repayment of the Pre-Petition Linbilitics, Mike Pollitt exceuted and
delivered (o ] D FACTORS that certain Continuing Guaranty and Wailver daicd Scptember 16, 2009 (the “Pollitt Guaranty™),

WHEREAS, in order 1o provide o gunrsmty und security for the repayment of the Pre-Petition Lisbilitics, David V. Stewart exceuted
and delivered to § 12 FACTORS that certrin Cantinuing Guaranty and Waiver dated September §7, 2009 (the “Stewart Gunranty™).

WHEREAS, on September 17, 2009, ! D FACTORS perfected its fien sgninst the Pre-Petition Collutcral by filing wilh the
Pennsylvania Sceretary of State 1 UCC Facioring Stotcment bearing Filing No. 2009091706841 (the “UCC Facloring Statement”).
Thereafler, J D PACTORS filed u UCC Facloring Statement Amendment on July 10, 2014 continning the UCC Factoring Stafemont
through Scplember 16, 2019 and the UCC Factoring Statement is currcatly In effect.

WHEREAS, on August 3, 2016 (the “Petition Date™), Client commenced a Chapter 1 case by filing u voluntary petition for eelicl
under the United Stites Bonkruptey Code, 11 USC § 101 ¢ seq. {(as amended the “Bankruptcy Code™) in the Easiem District of
Peansylvania (the “Bankruptey Court™), hearing Case No. 16-15530 (the “Uankruptcy Cose™).

WHEREAS, Clicnt continues to operate as 4 deblor-in-possession pursuant (o Scetion 1107 and §108 of the Bunkruptcy Code.

WHEREAS, Client desires 10 abtaln from J D FACTORS, and I D FACTORS desites 1o extend lo Clicnt scoured post-petition
lactoring with n first priorily post-petition lien and sccurity intorest on Accounts (as described herein) and all pre and post petition ssets of
Clicnt as more fully described herein to secure sll Client's Obligations (including Pre-Petition Linbilities), whether arising pre or post
petition, subject (o the recorded tien of the Internul Revenue Service in the prepetition amount of $74,522.98; and, to the cxtent the
securily interest and licn is not sufficlent to fully secure Client's Obligations (including {*re-etition Liubilitics) to J D FACTORS, then a
supeepeiority udministeative expense claim for such insufficiency, with priority aver all other administmtive cxpenses of the Bankrupicy
Case, except for: i) such atlowed expenscs of the Unlted States Trustee; and ii) approved fees of nilorneys, accountants and other
professionnls relaincd by Client in connection with the Denkruplcy Cuse in n sum not 1o cxcced Twenty-Five Thousand Dollars
($25.000.00) previously paid as n pre-petition rctalner to bonkruptcy counsel for the Client, pursuant to Scctions 364(c)(1), (c)(2), (cX3)
and (d) of the Bankruptey Cade for such purposcs ns are hercinafier described in this Agreement,

WHEREAS, Client has offcred to scll certain of ity post-petition Accounts to J D FACTORS and J D FACTORS has agreed to
purchose Accounis [rom time to time pursuamt to the terms of this Agreement.

WHEREAS, proceeds from the sule of such Accounts shall he used by Client for working capital and for payinent of allowed first
priority administrative cxpenses in the Bankrupicy Case.

WHEREAS, Clicnt hus been unable to oblain long term deblor-in-posscssion foctoring on an unsceured hasis o on ierms es favorable
or more favornble than the terms provided herin, and nn immediatc need exist for Client to obtain funds (o continue opcration of its
busincss.

WHERFAS, pursuam 10 n proposed Order filed with the Bankrupicy Court on substuntially even date of this Agreement (U “DIP
Factoring Ocder™), pursuint to Scctions 363 and 364(c) and (d) of the Bankrupicy Code und Federal Rules of Bankruptey Procedure 4001,

Pnge | of 10 Client's Initials
DU* Factoning Agooment doas
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the Bankruptcy Court authorized (i) J D FACTORS® extension of secured post-pelition factoring under the terms and conditions of this
Agreement on a first priority basis on the Collateral, subject to the liens as specified in the DIP Factosing Ordes, with & superpriority
administrative expense clsim to the cxtent the sccurity interest and len granted hercunder are insufficient to fully secore Client's
Obligations to J D FACTORS, and (1i) Client’s repayment of the Obligations pursuant to the terms and conditions of this Agreement.

WHEREAS, in order to induce J D FACTORS to extend sccured post-petition factoring to Client to pursuant to this Agreement, and
in consideration thereof, and in cansideration of eny lonns or other financis] accommodations heretofore or hereafter made by ! D
FACTORS to Client, whether pursuant to this Agrecment or otherwise, Michael Pollitt has agreed to reconfirm his Guaranty will continue
to guasantee olf of the Obligations of Client now or hereafter owing to or held by ] D FACTORS.

NOW, THEREFORE, for good and valuable congideration, the receipt of which is acknowledged, and with the intent to be bound
hereby, the parties agree to the following: :

EURPOSE OF AGREEMENT:

1. Client desires to obtsin DIP factoring, selling and assigning to 3 D FACTORS Acceptablc Accounts st a discount below the fice
value of the Invoices, Such DIP factoring is subjeet to the torms and conditions of the Agreement end is commercial in nature, and not for
household, family, and/or personal use. Additlonally, the DIP Factoring contemplated hereunder, the terms and conditions of the
Agrecment and the Agreement are all subject to approval by the Bankruptey Court,

¥ N

2. “Account” means all “Accounis” as defined in the UCC and ail goods represcated therefrom, including the rights of stoppage in
transit, replevin and reclamation.

3. “Acceptablc Account™ means an Account for which J D FACTORS hss issued its approval of the credit standing of the Account
Debtor and terms of the sale of goods or performance of services and which has not been withdrawn prior to the actuat delivery of the
goods or the performance of the services,

4, “Customer” means Client’s customer or the Account Debtor of 3 D FACTORS,

5. “Collateral” means all of Clients pre-petition and post-petition Accounts, General Intongibles (including patents, trademarks,
copyrights, licenses and roysitics related thereto or arising therefrom), Chattel Paper, Electronic Chaticl Paper, Instruments, Deposit
Accounts, Investment Property, Letters of Credit, Letters of Credit Rights, the Ressrve Account, Machinery, Equipment, Inventory, Goods,
Vehicles, Rolling Stock, Trailers, contract rights, all proceeds of the foregoing snd all books, records and computer dats relating to the
foregoing, whether any of the foregoing is now existing or hereafier created or acquired.

6. *“Credit Problcm” means a Customer is unable to psy J D FACTORS on any Account purchased under this Agreement because of
its financia! inability to pay or an Insolvency Event.

6.1, “DIP Legal Expenscs™ means an amount cquel to twenty-five thousand ($25,000) dollass, which includes J D FACTORS'
antlcipated out of pocket cost and expenses, including fecs and cxpenses of outside accountants, attorneys and advisors, (n connection with
the preparation, negotiation and consummation of this Agreement and in connection with the Bankruptcy Case, though said smount is nota
cap or limit of any of Client's Obligations under this Agreement.

7. “Customer Dispute” moans any dispule or claim, bons fide or not, a8 to the price, terms, quantity, quality or other possible
defense to payment other than a Credit Problem or an Insolvency Event and there is no dispute related to any portion of that Account.

8. “Environmental Laws” means sny federal, statc or local law, rule, regulation or order relating to poliution, waste disposal,
industrial hygiene, land usc or the protection of human health, safety, or welfare, plant life or animal life, natural resources, the
environment or property.

8.1. “Guarantor” means , Michael Poltitt and David Stewart and any other person now or hereafter guaranteeing payment of all or any
portion of the Obligations.

9.  “Insolvency Event” means a filing by a Customer of any procceding under the United States Bankruptcy Code or an assignment
for the benefit of creditors.

10. “Maximum Purchase Limit: Four Milifon Dollars (34,000,000).

11, “Misdirected Payment Fee” means Ten Percent (10%) of the face amount of any purchased Account which has been received by
Client and not detivered to J D FACTORS in the next busincss day.

12, “Obligstions” means the Pre-Petition Debt, and all other present and future obligations, liabilities and indebiedness of every
nature of Client to ] D FACTORS, monetary or non-monetary, under thiz Agreement or any other sgreement, written or oral, between
Client and J D FACTORS, Including, without limitstion, any smounts due J D FACTORS from Client arising or crested post-petition per
this Agreement or by other means, or post confirmation pursuant to any plan of reorgenization approved in the Bankoupicy Case,

12.1. “Pre-Petition Debt" mcans all indebtedness, liabilitics, and abligations, including, without limitation, the Pre-Petition Liabilities
and all other indebledness, linbilitics and obligations in connection with the Pre-Petition Factoring Agreement owed by Client to J D
FACTORS eas of the Petition Date, whether direct or indirect, absolute or contingent, primary or secondary, dus or to become due,
including sll interest thercon accruing after the Petition Dete and all legal fees and collection expenses heretofbre or hereafler incurred in
coliccting any of such indebicdness, linbilitles, or obligations,

13. “Reserve Account™ means s bookkeeping account on the books of J D FACTORS representing an unpaid portion of the purchase
price for the Acceptable Accounts, maintained by } D FACTORS to ensure Clients performance of the provisions of this Agreement,

14. “Schedule of Accounts” means 8 form supplied by J D FACTORS to Client wherein Client lists such of its Accounts as it
requests that ] D FACTORS purchase under the terms of this Agreement,

15, "“Statement of Account™ shalt have that meaning set forth in Paragraph S1 herein,

16. “UCC" means, the Uniform Commercial Code as adopted and in effect in the State of California.

16.1. “UCC Definitions” — all capitalized terms not defined hercin shall have the same meaning as prescribed in the UCC.

N
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RA AN V| : As an inducement for ] D FACTORS 10 eater into this Agreement, and with full
knowledge that the truth and accuracy of the ropeesentations and warranties in this Agreement are being relied upon by J D FACTORS in
providing the factoring hercunder, Client represents, warrants and/or covenants that:

17. Client is properly licensed nnd authorized to operate the business of telecommunications services and maintenance under the
trade name(s) of Total Comm Systems and Client’s trade name(s) has been properly registered, filed and published 23 required by all
applicable laws. Client has fulfilied all the local, state und federal requirements of law in properly registering itself to do business at nff
addresses in which it is located.

18. Client is in compliance with all applicable Environmental Laws.

19. Except that Client is operating as a debtor-in-possession in the Bankruptcy Case, Clicat’s business is solvent and is paying ail
undisputed debts as they become duc. Client has made and shall continue to make timely payment and/or deposits of required taxes,
namely employee withholding taxes for federal and state, sales, use and excise taxes, as well as any other federal, state and/or local tax
requircments as they become duc. Client willl fisrmish, upon request by J D FACTORS, satisfactory proof of payment snd/or compliance of
any or ali taxes required by law.

20. Upon and afer approvad of this Agreement by the Bankruptcy Court, Clicnt has the power and authority to incur the Obligations,

21. All financial records, stalements, books or other documents shown to J D FACTORS by Client at anytime, sither before or after
the signing of this Agreement are true, complets, accurate, comply with peneral accepted accounting peinciples, end represent the true
financial condition of Client.

22. Client will not, under any circumstances or in any manner whatsoever, interfere with or impair any of 3 D FACTORS” rights
undor this Agreement,

23. Client is the lawfusl owner of and has undisputed title 10 the Accounts purchased by J D FACTORS.,

24. Each Customer's business is solvent to the hest of Client's information and knowledge and Client has not recsived any notice,
cither oral or written, of a Credit Problem or an Insolvency Event.

25. Client will maintain adequate Insurance coverage for Client’s business and/oc the property of Client’s Customers in an amount
occeptable to J D FACTORS in its reasonable discretion, and, at the request of J D FACTORS, name § D FACTORS as loss payee of such
insurance. Client shall furnish J D FACTORS upon written request: (a) all information concerning such insurance carried and (b) lender
loas payabic endorsements (or their equivalent) in favor of J D FACTORS.

26. Bach Account offercd for sale to J D FACTORS Is an accurate and undisputed statement of indcbicdness by Customer to Client
s a result of an absolute sale and not on consignment, or on approval, or hold basis, or guaranteed contract or subject (o any other
contingency and is for a certaln sum which Is due and payable in thirty days or less, or within such time as is agreed to, in writing by
J D FACTORS and Client.

27. Each Account offered for sale to J D FACTORS is an sccuraie statement of a bonu fide sale, delivery and acceptance of
merchandisc or performance of scrvice by Client to customer and is not subject to a Customer Dispute.

28. Client does not own, conlro! or exarcise dominion over, in any way whatsoever, the business of any Customer/Account Deblor to
be factored by Client to J D FACTORS,

29, Client will not factor or sell Accounts except to J D FACTORS for the period of this Agreement, and/or for as long as any
Obligations remain due and owing,

30. Client will not grant a security interest In any of the Collateral without the written consent of J D FACTORS. In the event that a
non-consensunl Jien is placed on any of the Coliateral, Client shall have ten (10) days to remove or otherwise satisfy such licn.

31. Client will not change or modify the terms of any Account purchased under this Agrecment unless J D FACTORS first consents
to such change in writing.

32. Client wili notify J D FACTORS in writing thisty (30) days prior to any change in (he location of Client's place(s) of business, or
if CHent, has or intends to acquire any additional place(s) of business, or prior (o any change in Client’s chiof executive office, the office or
offices whers Client's books and records concerning (he Accounts are kept.

33. Client will notify J D FACTORS in writing thirty {30) days prior to any proposed chenge of Client's name, identity, use of
additionsl tradc names, and/or any proposed change in any of the officers, principals, partners, and/or owners of Client.

34, Client will not change its business structure, or sell, leasc, transfer or otherwise dispase of all or substantially all of its property or
nsyets, or consolidate with or merge into or with any busincss entity without the express wrilten consent of J D FACTORS.

T JENT T R T REEMENT;

34,1, Effective on the date and afier the date that the Bankruptcy Court authorizes Client to cater inlo this Agreement:

(8) Client shall be solvent snd remain solvent;

(b) Client is and shall remain in compliance with all of its obligations as & debior in the Bankruptcy Case;

(c) Client shull pay al} allowed administrative expenses incurred in connection with the Bankruptcy Case, including but not limited
1o oll costs and fees of Debtor's counscl and other professionals, fees owed to the Office of the U.S. Trustee, pursuant to Section 327, or
Section 328 of the Bankruplcy Code and trade dcbt incurred during the Bankruptey Case;

(d) Client shall provide § D FACTORS within two (2) busincss days of the filing of any and all reports filed in connection with the
Bankrupicy Casc, as well as any pleadings filed or received in connection with the Bankrupicy Case which were not filed through the Pacer

(e} Client shall not propose & plan of reorganization in connection with the Bankruptey Casc that does not provide § D FACTORS
with the payment in full of the Obligations;

(0 Clisnt shall file a plan of reorganization in connection with the Bankruptcy Case by no fater September 30, 2016, thet provides J
D FACTORS with the payment in full of the Obligations; and

(g) Client shall not file any pleadings or take any actions in connection with the Bankruptoy Casc, which J D FACTORS determines,
in good faith, 1o impair any of J D PACTORS® rights under (his Agreement,
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35. Security Inferest/Collateral: As a further inducement for J D FACTORS to enter into this Agreement and in order to secure
payment and performance of the Obligations, Client gives 1o J D FACTORS & first priority security interest in tho Collateral (subject only
10 liens as approved by } D FACTORS or as ordercd by the Bankruptcy Court) and a first priority administrative expense lien in the
Collaternl. If during the Bankrupicy Case, J D FACTORS' security interest and lien ia not sufficient to fully secure Client's Obligations to }
D FACTORS, thea J D FACTORS' claim for such insufficiency shali be an edministrative expease in accordance with the provisions of
Section 364(cX1) of the Bankruptcy Code, with priority over all ather administrative expenses, except for: I} such altowed cxpenses of the
Unlled States Trustee and if) epproved fees of attorneys, accountants and other professionals retained by Client in connection with the
Bankruptcy Case in & sum not to excesd Twenty-Five Thousand Dollars ($25,000.00) previously paid as a pro-petition rotainer to
bankeuptcy counsel for the Client, and such priority shall continue notwithstanding any appoiniment of a trusiee or any conversion of the
Bankruptey Case to a case under Chapter 7 of the Bankruptcy Code and will be prior to the adminisirative expenses of any superseding

7 case. The Parties hereto intend for the pre-petition Collateral granted to ] D FACTORS and the post-petition Collateral granted to
J D FACTORS hereunder to cross coliateralizs pre and post petition Obligations duc from the Debtor to J D FACTORS and 1 D
FACTORS muy apply proceeds of post-petition Collateral to pre-petition obligations snd pre-petition Collateral (o post-petition
obligations, without restriction, Maoreover, once Accounts are factored with J D FACTORS, the Factored Accounts and prooeeds thereof
shall no longer be propesty of the estate.

36. Authorization: Client authorizes J D FACTORS to file any document necessary to perfect ] D FACTORS security interest in the
Collateral and Client forther agrees to exccute any and all documents necessary to perfect J D FACTORS® security interest.

NT F P ED!
37. Notification: J ) FACTORS may at any time and ot its sole discretion notify any Customer/Account Debtor of Client 1o make
payments directly to ] D FACTORS.

38, Assignment: Client shall from time to time at its option self, transfer and assign Accounts to ] D FACTORS, which shell be
presented to J D FACTORS on the Schedule of Accounts which shall be presented along with an original involce together with one capy
thereof, plus such other supporting documents as J D FACTORS may require, including but not timitcd o bills of lading, proof of delivery,
contracts, or purchuss orders.

39. Approval: ] D FACTORS shall only purchase from Client Acceptable Accounts in its sole discrotion and shall not b lisble to
Client or to any Account Debtor for its refusal to epprove an Account. J D FACTORS approve!l of an Accepiable Account shall be
automatically withdrawn in the event delivery of goods is not timely made or if Client has made any change in any of the terms of the
purchased Account without S D FACTORS' prior written approval. J D FACTORS shall not purchase any Account if the purchase shall
cause the Obligations to excesd the Maximum Purchase Limit.

40. Discount: ) D FACTORS agrees to buy Acceptablc Accounts from Client that have been approved for purchase from Client at a
discount (fee) of Eight Percent (8%) from the face value of cach Account.

41, Charges: ] D FACTORS will deduct from cach approprinte Sale of Accounts Reccivable (Schedule of Accounts) of Client,
J D FACTORS® standard wire transfer fee on all wire transfers and same-day or overnight courler service charges if used by Client,

42. Reserve Account: In addition to the discount referred to in Paragraph 40 sbove, J D FACTORS will reserve and withhold an
amount in the Reserve Account an amount equal to scven percent (7%) of the gross face amount of all Accounts purchased, The Reserve
Account may be held by ] D FACTORS and applied by } D FACTORS against charge-backs or to pay any of the Obligations. The Reserve
Account is not duc and payable to Clicnt untif all of the Obligations are fully paid and/or satisfied. Client gives 10 J D FACTORS a security
interest in this Reserve Account which secures all obligations and indebiedness arising bereunder.

43. Rescrve Account Refund: Provided that there is no Event of Default and subject to the provisions of this Agreement,
1 D FACTORS shall, in its discretion, return to Client from the Reserve Account seven percent (7%) of the gross purchase price of eny
individual Account, when the Account is paid in full and there are no other outsianding Obligations of Client (o J D FACTORS known or
anticipated. Refunds under this Paragraph shall be made within the first three (3) working days of the new month, unless otherwisc agreed
to by J D FACTORS in an addendum to this Agreement.

44, Rebates: SEE ATTACHED ADDENDUM #)

45, ACH: In order to facilitate the purchase of the Accounts and payments thereon, J D FACTORS may initiate debit or credit entries
to any Deposit Account maintained by Client through the ACH. This paragreph may only be terminated upon thirty (30) days notice to
JDFACTORS.

46. Recourss To Client On Purchased Accounts: J D FACTORS will have no recourse against Client when an Account is not paid by
Customer when duc, if the sole reason for non-payment is a Credit Problem or an Insolvency Event.

47. Notice Of Dispute: Client will immediately notify ) D FACTORS of any Dispute between Customer and Client,

48, Settlement Of Dispute; J D FACTORS may, but is not abligated 1o, scttle or compromise any Dispute with 8 Customer in jiz sole
discretion. Such seitlement or compromise does not relicve Client of final responsibility for payment in full of the eatire Account.

49. Charge-Back: If Client docs not fully settie the dispute within three (3) business days, J D FACTORS may, in addition to any
other remedies under this Agreement, charge-back or sell back the Account to Client. If an Account is charged-back pursuant to this
Agreement, title (o the Account shall vest with 1 D FACTORS until the Account is repurchased by Client,

50. Charge-Back For Invaicing Error: Mistaken, incorrect and/or erroncous invoicing, submitted by Clicnt to J D FACTORS may, at
J D FACTORS'® discresion be deemed & disputed invoice and be charped-back to Client,

31. Statement of Account: J D FACTORS shall mail to Client its Statement of Account or post it online on J D FACTORS website,
Client shall have twenty five (25) days from the date the Sistement of Account is mailed or posted 1o dispute the contents contained therein
by wrilten notice to J D FACTORS, If Client fails to timely notify J D FACTORS in writing of any dispute to the Statement of Account, It

shall be deemed an account stated,
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52, Sole Property: Once J D FACTORS has purchased an Account, the Account and the payment from Customer as to that Account
is the solc and exclusive property of J} D FACTORS.

53, Hold In Trust; Client will hold in trust and safekceping, as the property of J D FACTORS, and, on the next business day, tum
over t0 J D FACTORS the identical check or other form of payment received by Client, whenever any payment on an Account purchased
by J D FACTORS comes into Client's possassion. Should Client come into possession of a check or other form of payment comprising
payments owing to both Clicnt and § D FACTORS, Client shall, on the next business day, turnover said check or other form of payment to
JD FACTORS, ) D FACTORS will refund Client's portion (o Client subject to any indebtedness due for which payment has not been
arranged. The partics hereto agreo that if any payment on eccount of a purchased Account which has besn recelved by Client is not timely
delivered to J D FACTORS, pursuant to this agresment it will be impractical or extremely difficult to delexmine the resuiting damages
suffered by J D FACTORS. 1t Is thercfore agreed that in the event of such a breach by Client, Clicnt shall pay to I D FACTORS the
Misdirected Payment Fee.

54. Double Payments: Shouid J D FACTORS receive a double payment on an Account, or other payment which s not identified,
J D FACTORS shall carry these sums &s open items and shall retum them directly to sald payor upon proper identification,

55. Financial Records: Client will furnish J D FACTORS financlal statements and information as requested by } D FACTORS from
time to time,

56. Notice OF Seizure: Client will promptly notify J D FACTORS of eny attachment, seizure or any other legai process entered into
or levied against Client or any of Client’s Customers and shall have ten (10) days after such attachment, scizure or levy to release the assels
or post an appropriate bond to secure thoir release.

57. No Pledge: Client will not pledge the credit of J D FACTORS to any person or business for any purpose whatsoever.

58. Book Entry: Clicnt will immediately upon sale of Accounts to 5§ D FACTORS, make proper entries on its books and records
disclosing the absolute sale of the Accounts to ) D FACTORS,

59. Legal Fees: Client agrees to reimburse J D FACTORS on demand for: the actual amount of all costs and expenses, including
altomeys* fecs, which include but are not limited to the DIP Legal Expenses, which J D FACTORS has incutred or may incur in: (a)
negotiating, preparing, or sdministering this Agreement and any documents prepared in connection herewith, all of which shall be paid
contemporancously with the exccution hereof, (b) any way arising out of this Agreement; (c) enforcing or interpreting any provision of this
Agreement; or (d) protecting, preserving or enforcing any Hen, security interest or other right granted by Client to ] D FACTORS or arising
under appiicable law, whether or not suit is brought.

60. Power Of Attomcy: In order 1o camy out this Agreement, Client appoints J D FACTORS or any person designated by
J D FACTORS, its special attomney in fact, coupled with an interest, with power to: (a) notify Customers that Client's Accounts have been
assigned to J D FACTORS and that J D FACTORS has & security interest therein; (b) dircet Client’s Customers to meke payment of all
Accounts direct to 3 D FACI'ORS and forward invoices directly to such Customers; (¢) Strike out Client’s address on all Accounts mailed
to Customers and put ) D FACTORS® address on al§ Accounts; (d) recelve, open and dispoase of all mail sddressed to Client, including
Client's fictitious trade name via J D FACTORS' address; (¢) endorse ths name of Client including Client's fictitious trade name on any
checks or other evidences of payment that may come into the possession of J D FACTORS on Accounts purchased by J D PACTORS or
pursuant to default on any other documents relating to any of the Accounts or to Collateral. (f) in Client’s name, or otherwise, demand, suc
for, collect, and give relcases for any and all monies due or to become due on Accounts; (¢) compromise, prosccute, or defend any action,
ciafm or proceeding as to the Accounts (g) from time to time offer trade discounts to Client's customer exclusive of Client’s normel
buginess custom with said Customer; (h) do any and atl things necessary and proper to carry out the purpose intended by this Agreement
and to protect Client's and } D FACTORS® interest in the Accounts or other Collateral; and (i) upon the happening of an Event of Default,
nratify the post office authorities to change the address for delivery of mail addressed to Client to such address as designated by
1D FACTORS. The foregoing authority granted to 3 D FACTORS is irrevocable and shall remain in full force and effect untll the
Obligations are satisfied.

61. Indemnification, Reloase and Waiver:

UPON AND AFTER ENTRY OF AN ORDER APPROVING THIS AGREEMENT BY THE BANKRUPTCY
COURT, CLIENT HEREBY RELEASES AND WAIVES ANY AND ALL CLAIMS (INCLUDING CONTRACT, TORT
AND EQUITABLE CLAIMS) WHICH MAY BE ASSERTED AGAINST J D FACTORS, PRESENTLY EXISTING OR
ARISING IN THE FUTURE, KNOWN OR UNKNOWN, ARISING FROM OR RELATING IN ANY MANNER TO THE
PURCHASE, FINANCING, AND/OR COLLECTION OF ACCOUNTS PURSUANT TO THE PRE-PETITION
AGREEMENTS BETWEEN CLIENT AND J D FACTORS AND THE CONDUCT OF § D FACTORS POST PETITION
IN ADVANCE OF TH!S AGREEMENT.,

UPON AND AFTER ENTRY OF AN ORDER APPROVING THIS AGREEMENT BY THE BANKRUPTCY
COURT, CLIENT HEREBY AGREES TO INDEMNIFY J D FACTORS FOR ALL LIABILITIES AND DAMAGES
{INCLUDING CONTRACT, TORT AND EQUITABLE CLAIMS AND AVOIDANCE CLAIMS) WHICH MAY BE
AWARDED AGAINST ] D FACTORS, AND FOR ALL REASONABLE ATTORNEYS FEES, LEGAL EXPENSES AND
OTHER EXPENSES INCURRED IN DEFENDING SUCH CLAIMS, ARISING FROM OR RELATING IN ANY
MANNER TO THE PURCHASE, FINANCING, AND/OR COLLECTION OF ACCOUNTS PURSUANT TO THE PRE-
PETITION AGREEMENTS BETWEEN CLIENT AND J D FACTORS AND THE CONDUCT OF J D FACTORS POST
PETITION IN ADVANCE OF THIS AGREEMENT (INCLUDING ALL REASONABLE ATTORNEYS FEES, LEGAL
EXPENSES AND OTHER EXPENSES INCURRED IN DEFENDING ANY SUCH CLAIMS BROUGHT BY CLIENT IF
CLIENT DOES NOT PREVAIL IN SUCH ACTIONS). J D FACTORS SHALL HAVE SOLE AND COMPLETE
CONTROL OF THE DEFENSE OF ANY SUCH CLAIMS AND IS HEREBY GIVEN AUTHORITY TO SETTLE OR
OTHERWISE COMPROMISE ANY SUCH CLAIMS AS J D FACTORS IN GOOD FAITH DETERMINES SHALL BE
IN ITS BEST INTERESTS, THIS SECTION SURVIVES TERMINATION OF THIS AGREEMENT.
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Waiver of Cal. Civ. Code Sec. 1542, Client recognizes, acknowledges, and waives the provisions of California Civil
Code Section 1542, which pravides:

“A general releass does not extend to claims which the creditor does not know or suspect to exist in his or

her favor &t the time of executing the release, which if known by him or her must have materially affected

his or her sottlement with the debtor.”

In walving the provisions of Section 1542 of the California Civil Code, Client acknowiedges that they may hereafier
discover facts in addition to or different than those which they now belisve to be trus with respect to the matters released
herein, but agree that they have taken that possibility into account in reaching this settlement, and the releases given herein
shall remain in effect as a full and complete relense notwithstanding the discovery or existence of such additional or different
facts, as to which they expressly assume the risk.

Waiver of Known and Unknown Clalms. It is further understood and agreed by Client, that the matters released
herein are not limited to matters which are known or disclosed, and Client hereby expressly waive any and all rights and
benefits which they now have, or in the future may have, conferred upon.

In this connection, Client hereby agrees, represents and warrants that they realize and acknowledge that factual
matters now unknown to them may have given or may hereafter give rise to causes of action, claims, demands, debts,
controversies, damages, costs, losses and expenses, which are presently unknown, unanticipated and unsuspected, and they
further sgree, represent and warrant that this Agreement hes been negotiated and agreed upon in light of that realization and
that they nevertheless hercby intend to release, discharge and acquit the parties set forth hereinabove from any such unknown
causes of action, claims, demands, debts, controversies, damages, costs, losses and expenses, which are in any way set forth
in or related to the purchase, financing, and/or coliection of Accounts pursuant to the pre-petition agreements between Client
and J D FACTORS and the conduct of J D FACTORS in advance of this Agresment. The Parsties, and each of them, further
acknowledge that they have been advised by legal counsel with respect to the consequences of this waiver, and further agree
that such waiver is an essential and material part of this Agreement, without which the consideration given pursuant hereto
would not have been given.

62. Events Of Default: The following evenis will constitute an Event of Default: (a) Client defults in the payment of any of the
Obligations or in the performance of any provision hereof or of any other agreement now or hereafier entered Into with J D FACTORS, or
any warmanty or representation herein proves to be false in any way, howsoever minor; (b) Client or sny guarantor of the Obligations
becomes subject to any bankruptcy or similar Insolvency proceeding (other than the Bankruptcy Case); (¢) any such gusrantor fails to
perform or observe any of such guarantor's Obligations to J D FACTORS or shall notify J D FACTORS of its Intentlon to cescind, modify,
terminate or revoke any guaranty of the Obligations, or eny such guarantor shall cease to be In full force and effect for wny reason
whatsoever; or (d) J D FACTORS for any reason, in good fkith, deems itsclf insecure with respect to the prospeet of repayment or
performance of any of the Obligations.

62,1. Events of Defnult in Bankrupicy Case. 1n sddition to the Events of Default as provided for in paragraph 62 above, the following
shall also constitute Events of Default, during the pendency of the Bankruptcy Case: (a) The Bankruptcy Court converts the Bankruptcy
Case to 8 case under Chapier 7 of the Bankruptcy Code, dismisses the Bankruptcy Case or appoints & Chapter 7 or Chapter {1 trusiee or
examiner; (b) The failure of Client to comply with the terms of and operate in accordance with the Bankruptcy Code, Office of the U).S.
Trustee rules, regulations or guidelincs or any order of the Bankruptey Cowst in connection therewith, withoul the prior written consent of J
D FACTORS if the there is no Court order authorizing the Clieny to act without the consent of J D FACTORS; (c) the venue of the
Bankruptcy Casc ix changed from the United States Bankruptcy Court for the Eastern District of Pennsylvanis; (d) Client commences or
joins in any lawsuit, adversary proceeding or contested matler commenced against J D FACTORS in the Bankruptey Case which seeks to
invalidate any of the Obligations or any of J D FACTORS’ liens or security intcrests upon or in the Collatersl (whether owned by Client as
of or acquired by Client following the commencement of the Bankruptcy Casc), or any part thereof, or secks to sot off, counterclaim
against, or subordinate any of the Obligations or any of J D FACTORS' licns or security interests upon or in the Collatersl, or seeks to
recover sny lepal or equitable remedy against ) D FACTORS; (c) an order is entered in any {awsuit, adversary proceeding ot contested
matier in the Bankruptcy Case which invalidates any of the Obligations or security interest upon or in the Collateral or any part thereof or
which permits the set ofT, countercinim sgainst, or subordination of any Obligations or any of J D FACTORS' liens or security interests
upon or in the Collaters! or recovers any legal or equitable remedy agninst J D FACTORS; (f) The Bankruptcy Court grants io any person
an order for relief from or modification of the automatic stay under Bankruptcy Code Section 362 that would, in ] D FACTORS’ sole
Jjudgment, adversely affect Client's payment or performance of the Obligations or J D FACTORS?® right to or inderest in the Collateral; (g)
the Bankruptcy Court grants to any party in interest (other than J D FACTORS) in the Bankruptcy Case a lien upon any Colisteral pursuant
to Bankruptey Code Section 364{c) or Section 364(d), other than a purchase maney sccurity intorest; or (h) Clicnt fls to comply with ils
obligations es a Chapter 1 debtor in the Bankruptey Case.

63. Remedies Afer Defauit: Upon the occurvence of any Event of Deftult, and st any time thereafier, ] D FACTORS, at its option,
and without notice or demand of any kind (all of which sre hereby expressly waived by Client) may do sny one or more of the following:
(n) Cease advancing money or extending credit (o or for the benefit of Client under this Agreement, and any other document or agreement;
(b) Acceleratc and declare all or any part of the Obligations to be immediately due, paysble, and performable, notwithstanding any deferred
or installment payments aliowed by any instrument cvidencing or rolating to eny Obligation; (c) Take possession of eny or ali of the
Collatcral wherever it may be found, and for that puspose Client hereby authorizes | D FACTORS without judicial process to enter onto
any of the Client's premises without hindrance to scarch for, take posscssion of, keep, store, or remove any of the Collateral and remein on

such premises or causc a custodian 1o remain thereon in exclusive control thereof without charge for so long as I D PAi§S deems
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necessary in arder to complete the enforcement of its rights under this Agreement or any other agreement; provided, however, that should
JDFACTORS seck 1o teke possession of any or all of the Collateral by Court process or through a receiver, Client hercby {rrevecable
waives; (i) any bond and any surety or sccurity refating thereto required by any staute, court rufe or otheswise as an incident to such
possession; (il) sny demand for possession prior 1o the commencement of nny suit or action lo recover possession thereof; and (i) any
requirement that ] D FACTORS retain possession of and not dispose of any such Collatcra! until after trial or finad judgment; {d) Requirs
Client to sssemble any or all of the Collateral and makc it avsilable to J D FACTORS at a place or places to be designated by
JD FACTORS which is reasonably coavenient to J D FACTORS and Client, and (o remove the Collateral to such locations as
J D FACTORS may decem advisuble; (¢) place » receiver in exclusive control of Client's business and/or any or al) of the Collateral, In
order to assist J D FACTORS in enforcing its rights and remedles (f) Sell, ship, reclaim, lease or otherwise dispose of all or any portion of
the Collatera! in its condition at the time § D FACTORS obtains possossion or after further manufacturing, processing or repair; at any ane
or more public and / or private sale(s) (including execution sales); in 1o1s or in bulk; for cash, exchange for other property or on credit; and
to edjourn any such sale from time to time without notice other than oral announcement at the time scheduled for sale. J D FACTORS shall
have the right to conduct such disposition on Client's premises without charge for such time or times as J D FACTORS deems fit, or on
J D FACTORS’ premises, or elsewhere and the Collateral need not be located at the place of dispesition. } D FACTORS may directly or
through any affilisted company purchase or Jease any Collateral at any such public disposition and, if pcemissible under applicable law, at
any privaic disposition. Any sale or other disposition of Colleterai shall not relieve Client of any liability Client may have if any Collateral
is defective as to title or physical condition at the time of sale; (g) Demand payment of, and collect any Accounts, Instruments, Chattel
Paper, Supporting Obligations and General Intangibles comprising part or sl of the Collsteral; (h) Demand and receive possession of any
of Client's federal and state income tax returns and the books, reconis and sccounts utilized in the preparation thereof or referring thereto,
Any and ail atiomeys® fees, expenses, costs, liabilities and obligations incurred by ) D FACTORS with respect to the foregoing shall be
added (o and become part of the Obligations, shall be due on demand, and shail bear interest &l a rate equal to the highest interest rate
applicable to any of the Obligations. During the Bankruptcy Case, after an Bvent of Defhult, ) D FACTORS shall be entitied to apply
amounts recelved on any Accounts to the Obligations then duc snd owing without the necd to seck selief from the sutomatic stay.
Additionally, J D FACTORS shall be entitied to epply to the Bankrupicy Court on shortened notice to Client ond all interested pasties as
required by the Federal Rules of Bankruptcy Proccdure end the Local Bankrupley rufes of the United States Bankrupicy Court for the
Easiemn District of Pennsylvanis of no mere than ten (10) calendar days from the date of the occurrence of any Event of Default, for relief
from the antomatic stay to exercise any und all other rights hercunder which require relicf from stay. In addition, during the Bankruplcy
Case, J D FACTORS shall be entitled to compel Client to sch any or all of its assets pursusnt to a Scction 363(n) ssle of the Bankruptcy
Code or other applicable faw and credit bid the Collatersi in rny such sate pursuant to Section 363(k) of the Bankruptcy Code or other
applicable Jaw.

64. Deficiency: The procseds reccived by J D FACTORS fiom the disposition of or collection of any of the Colinteral shall be
applied to such extent and in such manner as § D FACTORS shall determine in its sole discretion. If any deficiency shall arisc and the
Obligations are not paid in full, Client shall remain Hable to D FACTORS therefore. In the event that, &1 a result of the disposition of any
of the Collateral, } D FACTORS directly or indirectly enters into a credit transsction with any third party, J D FACTORS shall have the
oplion, exercisable at any time, in its sole discretion, of elther reducing the Obligations by the principal amount of such credit transaction or
deferring the reduction thereof until the actual receipt by ) D FACTORS of cash therefore from such third party.

) N:

65. Termination: This Agrecment shall continuc in full force and effect until terminated by certificd written notice by cither party.

66. Post Termination: Afier termination Clicnt shall be liable to J D FACTORS for the full and prompt payment of the fuil amount of
factored Accounts which are then outstanding and unpaid, disputed or undisputed, as well s any other indebtedness due 3 D FACTORS.
1D FACTORS continues to have a security interest in the Collatera! of Client until all indebtedness of Client to J D FACTORS is paid in
full.

67. Binding On Future Parties: This Agrecment inurcs to the benefit of and is binding upon the heirs, executors, administrators,
successars and assigns of the parties thercto and mey not be assigned by Client without ] D FACTORS' prior written consent. ‘This
Agreement shall be binding upon the Trustee and any subsequently appointed trustee or examiner in the Bankruptcy Case,

68. Cumulative Rights: All rights, remedies and powcrs granted to J D FACTORS in this Agreement, or in any note or other
agreement given by Clicnt to J D FACTORS, arc cumalative and may be excrcised singulurly or concurrently with such other rights as
J D FACTORS may have. These rights may be exercised from time to time as 1o ail or any part of the pledged Collatern} ns 3 D FACTORS
in its discretion may determine.

69. Payment In Full Checks: Client authorizes § D FACTORS 1o accept, indorse and deposit on behalf of Client eny checks tendered
by an Account Debtor “in full payment” of jts obligation to Client. Client shall not assert against J D FACTORS any cliim arising
therelrom, imespective of whether such action by J D FACTORS affects an accord and satisfaclion of Client's claims, under Sec. 3311 of
the UCC.

70. State Law: This Agreement shafl be govemed by and construed {n accordance with the internal Inws of the State of California
without regard ta conflict of laws or principles,

71. Invalid Provisions: If any provision of this Agreement shall be declared illegal or contrary to law, it is agreed that such provision
shall be disrcgarded and this Agreement shall continue in full force and cifect as though such provision had not been incorporated hercin,

72. Entire Agreement: This instrument contains the entire Agreement botween the parties. Any addendum or modification hersto will
be signed by hoth parties and attached hereto,

73. Effective: This Agrecment becomes cffective when it is accepled and exceutcd by an suthorized representative of
J D FACTORS.

74. Destruction Of Client’s Documents; Limitations Of Actions: Any documents, schedules, invoices or other papers defivered to
JDPACTORS may be destroyed or otherwisc disposed of by JDFACTORS six (6) months afler the sume are delivered to
1 D FACTORS, unless Client makes writton request therefore and pays all expenses atiendant to their retum, in which event J D FACTORS
shall return same when ) D FACTORS® actual or anticipated need therefore has terminated. Client agrees that any claim or caysg of action

Cl§‘s Initials
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by Client against J D FACTORS, its directors, officers, cmploycas, agents, accountants or attorneys, based upon, arising fiom, or relating
to this Agreemenl, or any other present or future agreement, or any other matter, cause or thing whatsocver, occurred, donc, omitied or
sufTered to be dono by J D FACTORS, its directors, officers, loyees, agents, accountants, or attomeys, relating in any manner to Client,
shall be barred unless asseried by Client by the commencament of Bn action or proceeding in a court of competent jurisdiction by the filing
of a complaint within six (6) months sfter the first act, occurrence, or omission upon which claim or cause of action, or any part thereof, is
basoed, and the service of a summons and complaint on an officer of J D PACTORS, or on any oihier person authorized to accept sorvice on
behalf of ] D FACTORS, within thirty (30) days thereaficr. Client ngrees that such six month period provided herein shall not be waived,
tolled, or extended except by the written consent of ) D FACTORS in lts sole discretion. This provision shall survive any termination of
this Agresment or any other agreement. ‘

75. Venuc; Jurisdiction: The partics agree that any suit, action or proceeding arising out of the subject matter of this Agreement, or
the interpretation, performance or breach of this Agreement, shall, if J D FACTORS so elects, be instituted in the approprinte siate or
federal court located in the County of Los Angeles (the “Acceptable Forums™), each party sgrees that the Acceptable Forums are
convenicnt {o it, and each party irevocably submits to the jurisdiction of the Acceptable Forums, and waives any and all objections to
Jjurisdiction or venue that it may have under the Laws of the State of Califernia or otherwise in thosc courts in any such suit, action or
procecding. Should such proceeding be initiated in any other forum other than an Accepisble Farum, Client agrees that it shali not contest
any action by J D FACFORS to move such malter to a proper court within the Accepiable Forums.

76. Term OF Agreement: This Agreement shall remain fn full foree and effect for Six Months (6) from the date of execution of this
Agreement. JDFACTORS shall rescrve the right to terminate the Security Agreement at its discretion. CLIENT must notify
] D FACTORS in writing of intention (o terminate this sgrecment thirty (30) days prior to expiration of this agreement. This agreement will
be sutomatically renewed for another Six (6) Month term on a continuing basis if no such wrillen termination notice is given by CLIENT
within thirty (30) days of expiration. Receipt of such notice inust be acknowledged by J D FACTORS. In the event of early termination
without the existence of an Event of Defawlt, Client shall not pay any Termination Fee. In the event of n termination during an Event of
Default, Client shall pay to } D FACTORS a penalty of Onei Percent (1%) of the Maximum Purchase Limit defined in section 10 of the
Sccurity Agreement,

77. Walver of Right to Jury Trial/ Judicinl Reference/ Asbitration:

714, Jury Waiver, To the fullest extent permitted by applicable law, J D FACTORS and Client each hereby fevocably and
expressly waive all right o a trial by jury in any action, progeeding, or cross-complaint (whether hased upon contract, tor, or otherwise)
arising out of or relating to this Agreement, the obligations orany of the transactions contemplated hereby or thereby or the parties® actions
In the negotiation, administration, or enforcement hereof or thereof, J D FACTORS and Client each acknowledges that such walver is
made with full knowledge and understanding of the nature of the rights and benefits waived hereby, and with the benefit of advice of
counsel of their choosing,

77.2. Judicisl Reference. J D FACTORS and Client prefer that any dispule between them be resolved in litigation subject to the
Juey trial walver sst forth herein, but the Californis Supreme Court has held that such pre-dispute jury trinl watvers are uncnforceable. This
section will be applicable untl): (8) the California Supreme Court holds that a pre-dispute jury trinl waiver provision similar to that
contained herein Is valid or enforceable; or (b) the Culifomia%cglshmrc passes legisiation and the governor of the Stais of California signs
into law @ sistutc suthorizing pre-dispute jury trinl waivers and a3 a result such waivers become enforeeable.

Accordingly, J D FACTORS and Client each knowingly and voluntarily sgree that any civil action or proceeding invelving a dispute
arising out of or refating to this Agreement, shail be tried solgly through a judicial reference a5 provided in Sections 638 through 645.2 of
the Califomia Code of Civil Procedure (“CCP") and as desgribed herein (the “Judicial Reference™). ) D FACTORS and Client further
realize that by agrecing to Judicial Reference as provided in Sections 638 through 645.2, the parties will have waived thelr rights (o
trial by jury.

J D FACTORS mnd Client each further agree that the nfm shall be a retired Judge or Justice sciected by mutual written agreement
of the partics. If the parties do not sgree, the referes shall be{selected by the Trial Court. J D FACTORS and Clicat further agree that the
filing of any law and motion hearings or the initiation of any/hearings to obiain any form of a pre-judgment remedy shall not operste as a
waiver of the parties® right to trial solely through a Judicial Reference,

A request for appointment of & referec may be heard on an ex parts or expedited basis, and J D FACTORS and Client agree that
{rreparable harm would result if ex parte relief is not granted. The referee shall be appointed to sit with all the powers provided by iaw.
‘The referec shall be required o determine all issues in accordance with existing case low and the statutory laws of the State of Celifornia.
The rules of evidence applicable to proceedings at law in the State of Californis will be applicable to the reference proceeding. The referce
shall be empowercd to enter equitable as well as legal relief, provide all temporery or provisional remedles, enter equitable onders that will
be binding on the parties and rule on any motion which would be authorized in a trial, including without limitation motions for summary
Judgment or summary sdjudication. The referee shall issuc a decislon pursuant to CCP Scction 644 nnd the referee’s decision shall be
ontered by the Court as a judgment or an order in the same manner as if'the action had been tried by the Court. The final judgment or order
entered by the referce shall be fully appealable as provided by law. J D FACTORS and Client reserve the right to recelve findings of fact,
conclusions of laws, a written statement of decision, and the right to move for a new trial, which new trisl, If granted, is also to be &
reference proceeding under this provision.

773, Arbitration. Although J D FACTORS and Client.sach prefer that any dispute between them be resolved solely through e bench
trial or the Judicial Reference as set forth in this scction, the California Supreme Court has held that s trial court may refuse to enforce 2
Judiclal Refsrence agreement, and deny a motion for appoinimont of a referec under CCP Section 638, where there is & possibility of
conflicting rulings on & common igsue of law or fact, or based on considerations of judicial economy specifically, the duplication of effons,
increased costs, potentia! delays in resolution, and an unmitigated burden on the Superior Court.

Accordingly, if the trial court refuscs to enforce the appointment of & judicial referce (and no successor statute is enacted)
J D FACTORS and Client knowingly and voluntarily agree to submit and scttlc any dispute, controversy or claim arising out of relating to
this Agreement to arbitration, This Agreement to submit to arbitration Is presently effective but shall be enforced only in the event that the
Jury Waiver and the Judicial Reference provision as set forth sbove and as provided in CCP Sections 638 through 645.1, is held
unenforceable. The arbitration shall be conducicd in Los Angeles, County, in the State of California and administered by a retired Judge or
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Justice selocted by mutual written agreament of the parties who shell be govemed by the same procedure as if' the partics were proceading
by the above Judicial Reference procedure. 3 D FACTORS and Client further agree that the filing of any law and motion hearings or the
initintion of any hesrings to obiain sny form of a pre-judgment remedy shall not operate as a walver of the parties® right to submit and scitle
any dispute, controversy or ciaim arising out of refating 1o this Agrecment to arbitration.

‘The arbitration procedure shall be governed by the substantive and procedural laws of the State of Californis, including all aspects of

its arhitration law pursuant to the California Arbitration Act [“CAA™), Sections 1280 through 1294.2 of the Code of Civil Procedure as
amended from time to time. If a conflict exists between the provisions of the CAA and this Agreement, the langusge of this Agreement
shall controf. J D FACTORS and Client shall have sl rights of discovery and remedies as they would in a California civil action pursuant
to CCP Section 1283.05, und the arbitration shall be governed by all of tha applicable rules set forth in the Clvil Discovery Act, CCP
Scctions 2015010 through 2036.050. All rules of evidence spplicable (0 proceedings at law in the State of California wil be spplicable to
the arbitration proceeding and the arbitrator is at all times required to sirictly conform to these rules. The srbitrator shall prepare in writing
and provide to the parties an award including factual findings explaining the reasons on which their decision §s based.
The arbitrator shall not have the power to commit (8) errors of law or legal reasoning, (b) errors of fact, or (€) errors with regards to mixed
questions of law and fact. In addition, the asbitrator shafl not reach factual conclusions unsupported by substantial evidence, Furthermore,
the arhitrator shell not have the power to render an award (8) not based on praper admissibie evidence, (b) based on evidence not presented
at the hearing, or (¢) not in conformity with the substantive and procedural law of the Staie of California.

In eny arbitration arising out of or related 1o this Agreement, the arbitrator is not empowered to award punitive or exemplary damages,
except where permitted by statute, and J D FACTORS and Clicat waive any right to recover any such damages.
if the arbitralor cxceeds any of the foregoing specific powers, the award may be vacated or corrected by filing & petition pursuant to the
CAA In the ime frame provided in CCP Sections 1280 through 1294.2 in the Superior Court for the County of Los Angeles, in the State of
California. The award is subject to review far legal error, factual error, confirmation, correction or vacatur only in a California State Court
of competent jurisdiction and only pursuant to the CAA.

In reviewing the award, the Superior Court shall sit as if it were an Appeliate Court, in alf respects, including but not limited to the
scape of review, The decision of the Superlor Court is, itsclf, subject to review by the California Appellate Courts. The supervising Court
shall have the power to review (a) whether the findings of faet rendered by the arbitrators are supported by substantial evidence and (b)
whether, as a matter of law based on such findings of fact the:award should be confirmed, corrected or vacated, Upon such determination,
Judgment shall be entered in favor of cither party consistent thesewith.

If any portion of this arbitration provision is held invalid or uncaforceable, the remainder shall stifl be vafid and enforceable and the
arbitrator and/or supervising Court as applicable shall have (the power to amend the arbitration procedures set forth herein so that this
Agreement shall remain enforceable and binding.

J D FACTORS and Client each acknowledge that the judicial referee or arbitrator will charge fees and costs to conduct the Judicia)
Refesence or arbitration. J D FACTORS and Client each agree 1o initinlly divide equally all Judicial Reference or arbitration fees and the
compensation of the judicial referce or arbitrator, Notwithslmdlng the fomgolng. the parties each further acknowledge that the judicial
referee or asbitrator may decide that one party or the other is the prevailing party in which event the non-prevaiting party will be obligated
to reimburse the prevailing pmy for all of the fecs and costs imposed in connection with the Judicial Referenco or the arbitration.

T8, . This Agreement shnll be conditioned upon entry of an Order by the Bankruptey Court in the
Bankruptcy authorizing the Client to emcr into this Agrecmient, the Cesh Collateral Stipulation dated August 17, 20)6, Michael Pollitt
entering into that certain Acknowlodgment and Consent to Cash Collatcral Stipulation and DIP Pactoring Agreement of substantially even
date herewith and Total Comm Construction, Inc. providing its personal Guaranty guarantying all of the obligations of Cliek now owing
and hereafier incurred to J D FACTORS and securing the amounia due under that Guaranty with a pledge of sl of its sssets pursuant to
Security Agreement in form and substance sstisfactory to 3 D FACTORS, which securily interest is properly perfocted by all applicable
means

Exmﬁ;dandampledms \ dayof 07/?-0\{’ Jat g@m‘/j"

Month/Year Clty/State

TOTAL COMM SYSTEMS, INC, CLIENT'S signatures witnessad by:

u//'/?_ By

Slgnature
Naffve: MICHAEL POLUITT
Title: President Name and Title

accoptadtis L dwyof Seplembe— )b

at_!.ém;l:.dma@n. = -

ty and State

3D FACTORS, LLC ﬂv‘VO O(j ,(,%
By

Chip WHey - Executive Vice President

MDTARIAL SEAL
Patricla LePata, Notary Public
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ADDENDUM #1

This Addendum #1 refers to that certain Debtor-In-Possession Factoring Agreement dated August 12, 20156 (the
“Agrecment™), between the undersigned Total Comm Systems, a Pennsylvania corporation hereinafter called “Client” and | D
FACTORS, LLC, its successors, assigns, affiliates, subsidiaries and related entities, hereinafter “J D FACTORS” and refers to
the items below. Capitalized terms used herein and not otherwise defined hereln shall have the meanings set forth In the
Agreement. :

‘ 1.REBATES: As an inducement to Cllent to sell only the Accounts from which prompt payments can be expected
directly from Customer, J D FACTORS offers to return to Client a rebate as a percentage of the Discount charged (the
“Raebate(s)"). Such Rebates will be credited when earned and applied first towards the outstanding DIP Legal Expenses.
Upon payment in full of the DIP Legal Expenses, Rebates will be thereafter returned to the Client.

! Fee Rebates are based on Days Outstanding. NEY FEES AS FOLLOWS (%):
‘ A. There shall be a Factoring fee of three-quarters of one percent {.75%) of Involce every ten {10) days,

This Addendum #1 refers only to the above item(s) and does not change the purpose and Intent of the Agreement which
i remains In full force and effect
|

Executed and sccepted this____ [/ day of ?/«?0/4 .t ﬁ[ﬁ'ﬁ&/ﬁ‘

Month/Year Clty/State
Total Comm Systems, inc. CUENT'S signatures witnessed by:
by
-~ P’ Signature
w f%"
NameMike Poliitt Name and Title
Title: President
Accepted this 1 H)__davof_éplﬂlbi_, 10'.?_
at P =
Citya e
JDFACTORS, “‘0{.70 ﬁjy{/&j/
By
Chip Wity Executive Vice Presiddey
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