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AFFIRMATION
Pursuant to NRS 239B.030, the undersigned does hereby affirm
that the preceding document does not contain the social security number
of any person.
Respectfully submitted this 12th day of January, 2023.
McDONALD CARANO LLP

/s/ Jeff Silvestri
Jeff Silvestri (NSBN 5779)
George F. Ogilvie III (NSBN 3552)
Chelsea Latino (NSBN 14227)
2300 W. Sahara Ave., Ste. 1200
Las Vegas, NV 89102
(702) 873-4100
jsilvestri@mcdonaldcarano.com
gogilvie@mcdonaldcarano.com
clatino@mcdonaldcarano.com

Daniel M. Sullivan (Admitted PHYV)
Scott M. Danner (Admitted PHYV)
Jordan Pietzsch (PHV Forthcoming)
HOLWELL SHUSTER & GOLDBERG LLP
425 Lexington Ave., 14th FI.

New York, NY 10017

(646) 837-5151
dsullivan@hsgllp.com
sdanner@hsgllp.com
1pietzch@hsgllp.com

Attorneys for PAMTP, LLC
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CERTIFICATE OF SERVICE
I hereby certify that I am an employee of McDonald Carano LLP,
and on January 12, 2023, a true and correct copy of the foregoing was e-
filed and e-served on all registered parties to the Supreme Court’s

electronic filing system.

s/ CaraMia Gerard
An Employee of McDonald Carano LLP
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Developers of major game franchises can spend millions of dollars on sound design, including casting voice
actors, scoring music, and creating detailed and realistic soundscapes. Turtle Beach believes that using a quality
headset allows the player to experience the game the way the developer intended, and that this is a key
component in the player getting the full value of the investment they have made. For certain titles, Turtle Beach
works with the game developer to ensure the audio experience delivered by a Turtle Beach headset is optimized
for the player’s game experience.

Turtle Beach offers a full line of products at multiple price points, from less feature-rich headsets targeting
entry level players to more feature-rich headsets targeting hardcore gamers. Many of the headsets feature
technology that processes the complex audio of the latest console and PC games. Turtle Beach feels that its
headsets generally offer more features than similarly-priced competitive headsets, including surround sound,
Dual-Band Wi-Fi and Dual Pairning Bluetooth connectivity, adjustable audio presets, digital signal processing,
and advanced control over voice and game audio. Turtle Beach’s premium headsets feature customizable audio
processing, including desktop computer software that enables users to create their own audio presets and adjust
surround sound speaker angles. Turtle Beach also strives to have the best andio quality and overall product
quality in each of its price tiers.

Turtle Beach’s price tiers correspond to its customer profiles, beginning with “Entry-Level” gamers and
progressing through “Casual,” “Enthusiast” and “Core.” Each successive price tier incorporates a higher level of
finishing, features and technology, progressing from passive stereo to amplified stereo, surround sound, and
programmable surround sound. Premium headsets have padded leather headbands, accent stitching, and noise-
isolating memory foam ear cups. Other featares seen in premium headsets include removable microphones,
breakaway cables and “charge-and-play” batteries that allow users to continue playing even as they recharge their
batteries.

Each headset model is designed for a “primary” platform, such as a specific console or a PC, though many
can be used with multiple platforms, and most are compatible with mobile devices. A primary platform and
unique packaging often results in the products being represented in the applicable platform area by retailers,
mncreasing the prominence of Turtle Beach products in physical retail locations and online catalogs.

Turtle Beach’s core product catalog as of September 2013 included the following products:

Customer Profile Wired Wireless
Core XP SEVEN, Z SEVEN XP510, PX51, XP500
Enthusiast XO SEVEN, BDX12, DPX21, XP400, PX5, 2300
DPi1,
M SEVEN
Casual XO FOUR, DXL1, PX22,722, X42, X300, PX4, PX3
Entry-Level X12, XL1, XLa XC1, P11, Pdc, X32
MI, M3, M5, N11,NLa, Z2, Z11,
71

Notes on the naming system:

XIXPIXO/DX/DXP = Xbox 360 is the primary N = Nintendo is the primary platform
platform M = Mobile is the primary platformn
P/PX/DP/DPX = PlayStation is the primary platform Z = PC is the primary platform

Limited Edition Headsets

In addition to its standard portfolio of products, Turtle Beach makes limited edition headsets in connection
with its licensing partnerships. These relationships create retail sales and marketing opportunities associated with
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the Jaunch of major new gaming titles and entertainment properties. Some of these relationships also include
exclusivity, where, for example, Turtle Beach is the only licensed gaming headset associated with a particular
software title or entertainment brand.

In addition, Turtle Beach believes these headsets play an important role in raising general awareness of its
brand, by associating it with popular gaming and entertainment franchises. Turtle Beach’s first limited edition
headsets were launched in July 2011 in an exclusive partnership with Activision for the game, Call of Dutv®:
Modern Warfare® 3.

Call of Duty: Ghosts

In October 2013, Turtle Beach introduced a new line of himited edition Call of Duty: Ghosts gaming
headsets. The headsets will feature Call of Duty: Ghosts branding, premium finishes and bonus content
developed in collaboration with the game’s developers, including voice prompts and audio presets. The limited
edition headsets feature a black leather headband with blue stitching, bone-colored body and the Call of Duty:
Ghosts mask graphic on the “speaker plates” on the face of each ear cup.

Marvel SEVEN

In November 2013, Turtle Beach began selling the Thor: The Dark World edition of its Marvel SEVEN
headset. This is the first product developed under Turtle Beach’s partnership with Marvel Entertainment, which
features premium finishes, and an nterchangeable speaker, and it is compatible with several gaming consoles
and handheld consoles, including the Nintendo DS and PS Vita, PC, Mac and mobile devices. The new headset
includes a set of limited edition Thor: The Dark World speaker plates. The retail package features a dynamic
image from the feature film.

Tournament-Grade Headsets

Turtle Beach makes tournament-grade headsets under a license with Major League Gaming (“MLG”), the
world’s largest competitive gaming league and online multiplayer platform. ML.G-licensed headsets currently
include three models designed for professional players and gaming enthusiasts — the XP SEVEN console gaming
headset, the Z SEVEN PC gaming headset, and the M SEVEN mobile gaming headset. In addition, Turtle Beach
makes two MLG-licensed headsets for casual and entry-level gamers, the PX22 console gaming headset and 222
PC gaming headset.

Turtle Beach’s MLG-endorsed products offer a number of features designed for professional players that
compete in tournaments. For example, to account for the high level of ambient noise during tournaments. the SEVEN
Series headsets have a umidirectional microphone with lowered sensitivity to minimize mterference from background
noise when the player speaks into the microphone, as well as memory foam ear cups that provide noise-isolation. A
programmable audio control unit has presets designed to give players an edge in changing game scenarics.

Media Headsets

In October 2013, Turtle Beach launched a new kine of media headsets. The i8eries headsets — mitially
including the wireless surround sound 160 headset and the wireless amplified stereo 130 headset — are “MFi-
certified” by Apple, and enable the user to control applications such as iTunes® on Apple 108 mobile and OS X
desktop devices. The MFi Program (“Made for iPhone/iPod/iPad™) is a licensing program for developers of
hardware and software peripherals that work with Apple’s iPod®, iPad® and iPhone® devices. iSeries media
headsets are carried at Apple retail stores, the Apple Online Store and the Turtle Beach Online Store.

The iSeries headsets include features that Turtle Beach first incorporated in its gaming headsets, including
features that improve audio, chat and voice call quality and provide a broad level of control over audio. The
iSeries media headsets feature premium finishes, including a leather headband and leather-covered, memory
foam, noise-isolating ear cups. They also feature dual boom-less microphones that are designed to deliver clear,
high-quality audio during chat and voice calling.
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The 130 is a wireless sterec Bluetooth 4.0 headset with features including voice morphing and active noise
cancellation. The 130 headset can also be paired directly with Bluetooth devices and act as a stereo Bluetooth
headset or as a wired stereo amplified headset using a standard 3.5mm cable.

The 160 features an audio control unit base for use with Mac desktops and laptops that provides fingertip
audio and preset control. Turtle Beach believes the 160 will be the first wireless headset designed for Mac to
provide 7.1 DTS surround sound with adjustable speaker angles and EQ} presets, a fully programmable digital
signal processor (DSP), dual-band Wi-Fi designed to deliver uncompressed, interference free wireless audio, and
dual-pairing Bluetooth 4.0 connectivity. Turtle Beach also believes that the 160 will be the only headset that can
conpect simultaneously to a device with an OS X operating system and a device with an 108 operating system,
allowing users to use the headset to answer an incoming call received on an iPhone while gaming or listening to
music on a Mac desktop or laptop.

Core Strengths

Tartle Beach feels that its 35-year legacy of audio innovation and strong, experienced leadership team form
the core of its competitive advantage. Turtle Beach’s other core strengths include:

« Innovative, high quality products that incorporate advanced audio and wireless technology;
s Strong brand and large, loyal installed base of consumers;

»  Excellent retail relationships and distribution;

= Exceptional partnerships; and

«  Feonomical and effective supply chain.

Product Design and Innovation

Turtle Beach considers the rapid, cost-effective commercialization of its innovations in audio technology to
be a key contributor to Turtle Beach’s success. The Turtle Beach product management team takes a disciplined
approach to product design that balances iteration, incremental improvement, and inmovation to achieve a blend
of differentiated technology designed to attract customers, maintain product design continuity, and exceed Turtle
Beach’s expectations as to quality, reliability and profitability. A wide array of consumer research informs
product planning, design and pricing, which contributes to improvements in product engineering.

Turtle Beach’s product management team introduced 17 new gaming and media headsets to the portfolio in
2013.

Turtle Beach also believes that advanced audio, digital signal processing, and wireless are differentiating
factors for the Turtle Beach product portfolio. The ability to develop new features and incorporate them into
products in a cost-effective manner has helped Turtle Beach expand and evolve its product portfolio and bring its
products to market. As a result, Turtle Beach audio products have an array of features based on advanced
technology that Turtle Beach believes provide a competitive advantage when its products are compared to those
of competitors at similar price points.

Audio Fidelity. Gaming can be a very demanding environment for audio technology, where subtle audio
cues can provide the player with important information about the in-game environment. Turtle Beach’s
philosophy is to deliver headsets with outstanding audio fidelity and performance at all of its price tiers. Turtle
Beach headsets often utilize larger speaker drivers than competitive headsets at similar price points. Turtle Beach
believes its larger drivers provide natural bass and treble and produce more accurate high- and low-range audio.
Turtle Beach tunes the audio and surrounding chamber to improve audio performance.

Digital Signal Processing. Digital Signal Processors (DS8Ps) take andio signals that have been digitized,
such as voice from a call or a soundtrack from a film. and manipulate them to improve their quality or
characteristics. Digital signal processing can be used with andio to provide echo and noise cancellation, dynamic
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compression, audio effects such as voice morphing, volume changes, and multichannel surround sound. Fast
processing speed can be employed to ensure that there is no perceptible audio latency and to rapidly process
complex, multi-channel audio from games and films. Digital signal processing also plays a role in maximizing
the performance and quality of voice audio, which can be important to multiplayer gaming, mobile and PC chat,
and phone calls.

Turtle Beach began establishing expertise in digital signal processing as it developed increasingly complex
PC sound cards in the 1990s. Over the past decade, that capability has been leveraged with gaming headsets,
beginning in 2005 with the Turtle Beach HPA gaming headset, which was Turtle Beach’s first multi-channel
gaming headset. In 2008, Turtle Beach launched its first wireless Dolby® Surround Sound gaming headset, which
represented the first in a line of Turtle Beach wireless surround sound headsets that used increasingly powerful
digital signal processing. Many of Turtle Beach’s mid-tier products and all higher-tier products utilize digital
signal processing. Turtle Beach’s preminm products include desktop software that enables customization of a
user’s audio experience.

Parametric utilizes digital signal processing in its audio technology, and Turtle Beach plans to leverage its
digital signal processing experience with Parametric’s technology following the merger.

Surround Sound. Swmround sound headsets can allow gamers to hear surround sound audio at a fraction of
the cost of a traditional multi-speaker, surround sound stereo, with the additional benefit that the rest of the
household does not have to listen to game play. The realism of surround sound audio and subtle, directional
audio cues can provide players with an immersive gaming experience and a competitive advantage in multiplayer
gameplay.

The addition of audio presets in high-end Turtle Beach surround sound headsets gives users the ability to
alter their sound environment. A variety of gaming presets allow users to emphasize certain types of sound to
gain an advantage. For example, some presets help to isolate the sound of footsteps so players can hear
approaching threats over the sound of normal game play audio. Other presets optimize audio for watching films
or listening to music. Turtle Beach’s most advanced headsets even allow users to download game-specific
presets, create their own presets, and adjust snrround sound speaker angles.

Wireless. Wireless technology has played an important role in the evolution of Turtle Beach products, and
Turtle Beach considers its ability to cost-effectively incorporate complex wireless features to be a competitive
advantage. Wireless technology appeals to consumers who enjoy the freedom of movement and removes the
need to stretch cables across living rooms.

In a common modern household — with mobile phones, tablets, wireless internet connections, microwaves,
cordless phones, and other wireless appliances — wireless congestion is increased which can degrade
performance. Turtle Beach uses Dual-Band Wili, which searches for the least congested signal space, to
maximize bandwidth and minimize interference. After introducing Dual-Band WiFi to its gaming headsets in
2011, Tortle Beach believes using Dual-Band WiFi for wireless headsets remains unique to Turtle Beach.

Chat. Chat is the andio communication between players in multi-player games as well as PC and mobile
applications. Turtle Beach has developed a proprietary suite of technology to improve chat audio, which Turtle
Beach considers an important attribute for multiplayer gaming and other comimunications scenarios involving one
or more people. Chat Boost™ automatically increases the volume of chat audio as game volume increases so that
loud noises within a game, like explosions, will not drown out the voices of a player’s teaminates. Noise Gate™ is a
feature that restricts the transmission of audio through the microphone to minimize background noises transmitted
through chat. Turtle Beach headsets also add the sound of users” own voices into the audio mix they hear so they
don’t have to yell to hear their own voice while wearing headsets. Variable Mic Monitor™ allows users to adjust
the level at which players hear their own voice in the headset to achieve an optimum audio mix.

Some games require the player to use his or her voice to interact with the game, for example, by verbally
communicating instructions to characters in the game. Turtle Beach expects voice to be relied upon by game
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developers simalarly to the way motion-detection is currently being relied upon by game developers as form of
game control and player recognition. For instance, in Grand Theft Auto Online, which launched on October 1,
2013, in-game characters react to the urgency in a player’s voice, impacting the outcome of game scenarios. In
addition, some missions within the game are very complex and require a smooth exchange of information,
making the microphone a good option for controlling certain aspects of gameplay. A headset with a high-quality
microphone can improve a player’s ability to interact with a game when this kind of voice control is required.

Bluetooth. Turtle Beach incorporates dual-pairing Bluetooth in many of its wireless headsets. Bluetooth
allows gaming headsets to connect directly to some consoles for wireless chat. In addition, Bluetooth allows
consumers to take phone calls while they are gaming or watching a movie, and to stream music to their
headphones. These headsets may also connect to Bluetooth-enabled tablets and televisions.

Intellectual Propertv. Turtle Beach has utility and design patents on a number of features and technologies
used in its products, and has filed for additional utility and design patents. The expiration of any individual patent
would not have a significant adverse effect on its business, nor would the failure of any existing patent
applications to be issued.

Turtle Beach believes its combination of high-quality audio, product features and build quality differentiates
its products and contributes to consumer preference of Turtle Beach headsets over those of competitors. Turtle
Beach reviewed consumer ratings for its products on Amazon.com in October 2013 and found that Amazon users
rated Turtle Beach products higher than those of competitors at each of its price tiers.

Brand and Installed Consumer Base

Turtle Beach believes that its brand contributes value to its business and that the brand’s image among
consuiners is a competitive advantage. In addition, the “installed base” of consumers — the number of units
actually in use, which may be contrasted with market share, which reflects sales over a particular period — with
Turtle Beach headsets, which Turtle Beach estimates to be more than 7 million users, plays a positive role in
driving brand and product awareness, and makes Turtle Beach a more valuable partner.

Brand Awareness and Sentiment. Turtle Beach commissions periodic brand studies in key markets to
measure consumer awareness and sentiment, and track changes in brand perceptions over time. The most recent
study was conducted in July 2013 by NPD.

Turtle Beach’s brand rating among Xbox 360 and PlayStation 3 console gamers who are familiar with the
Turtle Beach brand - a measurement of positive brand perception — increased 7 points to 65 percent in 2013, and
is 77 percent among 18-24 year-olds. Turtle Beach believes this strong brand perception relative to many of its
competitors increases the likelihood of brand loyalty and brand recommendations.

Insialled Consumer Base. Turtle Beach has a large installed base of consumers who own its gaming
headsets, and Turtle Beach believes that individuals who play consumer games are a large and growing
demographic. A recent stady found that approximately 165 million Americans played videogames in 2012. A
second study, entitled 2013 Electronic Software Association study: Esseniial facts about the computer and video
game industry, found that more than 51 percent of U.S. households own a dedicated game console, with each
such household owning an average of two dedicated game consoles.

The July 2013 NPD study also found that ownership of Turtle Beach headsets among the survey group
nearly doubled from 12 to 23 percent from the prior study in 2012.

According to a March 2012 study of approximately 2,500 gamers by Bowen Research that Turtle Beach
commissioned, consumers who already own Turtle Beach headsets earn more and spend more on gaming than
those that own other headset brands. The study revealed that Turtle Beach customers, on average, have a higher
household income than owners of headsets made by competitors (34 percent earn more than $75.000 annually vs.
27 percent of non-Turtle Beach headset buyers) and spend more on video gaming. They purchase more video
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games (79 percent purchase six or more games annually, vs. 68 percent of non-Turtle Beach headset buyers), are
26 percent more likely to have purchased a gaming peripheral (65 percent vs. 39 percent), and are 26 percent
more likely to have an Xbox Live subscription (71 percent vs. 45 percent). Gamers who own Turtle Beach
headsets play more frequently and are also more “social” when gaming, playing multiplayer games more often
and more frequently.

Turtle Beach believes that this profile of Turtle Beach headset owners and Turtle Beach’s large installed
base of users comprised of gamers who, based on the Bowen Research study, play more, eamn more, and spend
more than gamers that did not own Turtle Beach headsets makes Tuartle Beach the strongest potential andio
partner for console, software and entertainment brands and has contributed to its success with partnerships and
licensing.

Retail Distribution

Turtle Beach has strong retail relationships and a large international distribution network.

Turtle Beach headsets are sold at more than 27,000 storefronts in 44 couniries, including retailers such as
Amazon, Argos, Best Buy, Carrefour, GameStop, HMV, Sainsbury, Target, Tesco and Walmart. Turtle Beach
considers these relationships with major retailers to be a competitive advantage. Turtle Beach believes retailers
value the brand as a leader because it drives sales across the gaming headset category. Turtle Beach believes
prominent placement in video game and electronics retailers such as GameStop and Best Buy reinforces the
brand’s authenticity with gaming enthusiasts, and its presence i mass channel retailers such as Walmart and
Target enables Turtle Beach to reach a wider audience of casual gamers. The established presence of Turtle
Beach on Amazon.com and other online retail sites, and high consumer product ratings on those sites, increases
the search visibility of Turtle Beach products and helps to influence both online and brick and mortar sales.

Based on the retail performance of Turtle Beach’s products and strong retail relationships, Turtle Beach
mtroduced a line of point-of-sale displays in 2010 and has worked to advance the capability of these displays as a
selling tool. Turtle Beach expects to have over 15,000 of these displays deploved at retail storefronts globally by
the 2013 holiday season, many of which are tablet-driven, interactive listening stations. Turtle Beach feels that
these displays have proven to be a significant sales tool and a competitive advantage at retail stores.

Turtle Beach plans to rely on these retail relationships for the future anticipated commercialization of
Parametric products after the merger.

The Turtle Beach website, http://www.tartiebeach.com, is an important hob for Turtle Beach’s marketing
efforts, serving as a destination for paid and earned media. Earned media is favorable publicity gained through
promotional efforts other than advertising, as compared with paid media, which refers to publicity gained through
advertising. The website acts as a hub for both online and offline activity, and provides a direct sales channel for
new and refurbished products. Turtle Beach believes that the site, which has averaged over 500,000 unique visitors
per month year-to-date through October 2013, plays an important role in the consumer decision journey as potential
customers investigate planned purchases, and existing customers come to the site for assistance.

Turtle Beach informs its fan base through social media using a combination of paid and earned media,
imcluding posts, promotions, and keyword and sponsored contextual ads. Turtle Beach has significant fan and
follower engagement across its primary social media channels, including Facebook, Twitter and YouTube.

Turtle Beach also maintains an actively managed database of current and prospective headset owners for
email marketing, including monthly email newsletters and special one-time announcements. External vendors are
used for database management and periodic acquisition of email addresses.

Broad distribution and retailer relationships have contributed to Turtle Beach's strong market share. According
to data from NPD, Turtle Beach had a 53 percent dollar share of the U.S. console gaming headset market as of
year-end 2012. Tartle Beach also had a significant share in the other major markets in which it operates, including a
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more than 50 percent share in the United Kingdom and approximately 40 percent of the market in Australia.
International sales grew 47 percent year-over-year in 2012 due in part to expanded distribution capabilities.

Turtle Beach products are sold in more than 15,000 stores in the United States, Canada and Mexico, and
nearly 12,000 stores in 44 countries across Europe, Asia-Pacific, Latin and South America, and the Middle East
and Africa.

In October 2012, Turtle Beach acquired Lygo International Ltd, its primary distributor in the United
Kingdom. This U K. operation now serves as a hub and primary warehouse for Turtle Beach sales to the
European market, and has strengthened Turtle Beach’s European operations with support for sales, marketing,
customer service and distribution. European distributor Bigben Interactive is also a key partner in Europe,
managing distribution across ten couniries.

In June 2013, Turtle Beach announced the appointment of Acton as the distributor of Turtle Beach gaming
headsets in China. Turtle Beach expects Acton to provide Turtle Beach access to thousands of retail locations in
China and to help Turtle Beach meet the growing demand for headsets and video game accessories from Chinese
CONSUMmErSs.

According to TechWeb’s 2012 China Game Industry Report, sales from online games, mobile games and
console games was worth an estimated 60.3 billion Yuan (approximately $10 billion) in 2012, and the market is
expected to grow by double digits annually over the next five years. In September 2013, China’s State Council
lifted its ban on video game consoles in the country, allowing foreign companies to sell consoles throughout
China for the first time since 2000, which will likely impact the projected growth of the Chinese market.

Partnerships

Strategic partnerships, which can include licensing, sponsorship and promotional relationships, are an
important part of Turtle Beach’s growth strategy. Turtle Beach believes that its partnerships raise awareness for
the brand, provide competitive advantages, create opportunities for retail promotions, appeal to retailers, and
place the brand in front of consumers in fresh and exciting ways.

In 2013, Turtle Beach anmounced partperships with Microsoft and Marve! and renewed a partnership with
Activision that will make new Turtle Beach headscts available to consumers.

Microsoft. Through its partnership with Microsoft, Turtle Beach is developing audio solutions for the next-
generation console, Xbox One, including the officially-ficensed XO FOUR and XO SEVEN swrround sound
headsets. Turtle Beach is one of only two companies currently licensed and approved by Microsoft to produce
Xbox One compatible audio products. As recently announced, headsets for Xbox One will be available in early
2014 pending Microsoft’s release of software and hardware to support headset functionality. While Microsoft
may license additional companies to produce Xbox One compatible headsets, Turtle Beach anticipates that it will
enjoy a window of opportunity for its headsets in early 2014. The partnership also provides retail and marketing
benefits, including integration into Microsoft marketing vehicles and preferved positioning at point-of-sale. In
October 2013, Turtle Beach extended its partnership with Microsoft through 2015.

Activision. As part of a two-year exclusive agreement with Activision, Turtle Beach is launching a new line
of limited edition headsets optimized for the new game title, Call of Duty: Ghosts. The new headsets will feature
Call of Duty: Ghosts branding, premium finishes and bonus content developed in collaboration with the game’s
developers. The partnership provides a wide range of opportanities to increase exposure of the Turtle Beach
brand to media and consumers.

In support of the partnership, Turtle Beach will promote across retail point-of-sale, media and marketing
initiatives, including the Call of Duty Championship, in which professional gamers from around the world will
compete using Turtle Beach headsets and tournament mixers in broadcast tournament events.
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The new agreement extends a relationship that began with 20117s Call of Dutv: Modern Warfare 3, and
continued fast year with Call of Duty: Black Ops II. The launch of Call of Dutv: Black Ops i was the biggest
entertainment launch in 2012 O more than any other game, film, or album O with more than $300 million in sales
warldwide during its first 24 hours of release.

In connection with the launch of Cuall of Duty: Black Ops I, Turtle Beach and Activision worked together
on consumer, trade and retailer events, as well as integrated marketing before, during and after the game launch,
including social media, online and email marketing, media relations, promotional and advertising. The game and
limited edition beadsets shared retail displays, and Call of Durv: Black Ops IT video content was integrated into
Turtle Beach interactive retail displays in stores across North America and Europe.

The limited edition Call of Duty: Black Ops II Ear Force Tango headset was named a PlayStation Universe
Best Accessory at the Electronic Entertainment Expo (E3) in 2012, Examiner.com Best Hardware of E3, and was
honored with a 2013 CES Innovations award.

Marvel Entertainment. Under its partnership with Marvel Entertainment, Turtle Beach has developed the
Marvel SEVEN, a premium entertainment headset that features interchangeable speaker plates. Consumers will
be able to customize their headset with an assortment of collectible speaker plates featuring selections from
Marvel’s family of comic-based characters, including but not limited to Iron Man, Thor and The Hulk. The
Turtle Beach partnership with Marvel creates opportunities to pair headsets with a broad array of Marvel
properties, from feature films and TV shows to video games and comic books. The companies have already
agreed to launch a Marvel’s Capiain America: The Winter Soldier edition of the Marvel SEVEN in Q1 2014.

Turtle Beach will coordinate with Marvel to deploy an extensive mix of marketing, media and retail
initiatives to support the new headset. The first edition of the Marvel SEVEN at retail was the Thor: The Dark
World edition which was in stores in time for the launch of the feature film in November 2013.

eSports. Turtle Beach has exclusive licensing and sponsorship relationships with some of the biggest players
i competitive gaming, inchuding Twitch and Major League Gaming. In the last three years, eSports have
emerged as one of the fastest-growing segments of the digital games markets. Worldwide viewership has grown
from 8.4 million in 2010 to a projected 50 million in 2013, according to Superdata Research Inc.

o Twitch. In 2013, Turtle Beach became the official audio partner of Twitch, known as the world’s
leading broadcast platform and community for video game enthusiasts. Twitch has an audience of more
than 34 million unique viewers per month. Twitch users spend an average of 90 minutes a day
interacting with other gamers, watching player video footage, and tuning into online gaming shows and
live events. In February 2013, more than 600,000 gamers shared videos on Twitch, which were viewed
over 28 million times. Turtle Beach believes that it is one of the first consumer brands to recognize the
potential for growth in this area. Its partnership with Twitch pairs the brand with the company that is
considered by many to be the leader in the space.

s Major League Gaming. Since 2012 Turtle Beach has been the official audio provider for Major League
Gaming (MLG), the world’s largest competitive gaming league and online multiplayer platform. MLG
produces preminm gaming broadcasts and holds video game tournaments online and in-person for
competitive gamers from around the globe. MLG has also announced it intends to expanding
programiming to include original “ESPN-style” shows. MLG tournaments draw millions of online
stream viewers, and average viewing times rise with each major event. MLG has played a central role
in turning video games into an organized and highly lucrative form of sport. MLG reaches one of the
most highly-engaged networks of 16 to 34 year olds with 8 million registered members online and
millions watching competitive gaming programming every month. Turtle Beach co-sponsors
tournaments, sells MLG licensed headsets and accessories, and has a significant on-air sponsorship
presence that exposes the brand to millions of video game enthusiasts.
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Turtle Beach is also a part of several interrelated partnerships. Twitch and Turtle Beach both have
relationships with Major League Gaming (MLG). Turtle Beach is the official audio partner for MLG, supplying
headsets and tournament mixers for all ML G tournaments. Twitch features a MLG channel and hosts live
broadcasts and replays of MLG tournaments. Through MLG, Twitch and Turtle Beach also share a connection
with Activision and the Call of Duty franchise. Call of Duty is one of the games featured on the MLG Pro
Circuit, and Turtle Beach creates exclusively licensed, limited edition Call of Duty headsets.

Supply Chain and Operations

Turtle Beach has developed a global network: of suppliers that manufacture products to meet Turtle Beach’s
time and cost objectives and meet the quality standards sought by Turtle Beach's customers. Turtle Beach has
worked closely with component, manufacturing and global logistic partmers to build a supply chain that Turtle
Beach considers predictable, scalable and consistent. Turtle Beach is focused on long-standing working
relationships with partners that have industry-leading technical capabilities. Turtle Beach believes this approach
plays an important role in providing high-quality, reliable products and leading cost management practices.

In anticipation of new product development and incremental growth in existing business, Turtle Beach made
additional resourcing investments to its team in 2013 and Tartle Beach plans to continue to make similar
investments in 2014. In addition, Turtle Beach has focused on making advancements to its planning systems,
sales and operations practices and design and procurement practices.

Turtle Beach plans to leverage its investments in its supply chain to provide leading planning, sourcing,
manufacturing and delivery solutions to Parametric products in the event of commercialization after the merger.

Competition

Turtle Beach’s console gaming headset competitors include both accessory manufactures and console
manafacturers. Major console manufacturers such as Sony and Microsoft make chat communicators. These chat
conununicators are mono voice-only devices that do not transmit game audio, but do allow players to
communicate with others. In addition, Sony makes two gaming headsets that compete against Turtle Beach
PlayStation headsets.

Turtle Beach views chat communicators as a lead generator, drawing new customers to fully integrated
gaming headsets. Turtle Beach believes that once new players experience the benefits of chat communicators,
they often upgrade to a fully integrated gaming headset.

In the PC gaming segment Turtle Beach has more competitors than in the console gaming segment, and Turtle
Beach has lower market share in the PC gaming segment. Unlike the console gaming market, there are dozens of
brands offering PC gaming headsets. Many of the brands offering PC gaming headsets make an assortment of PC
components and accessories, including cases, memory, keyboard, mice and controllers. Turtle Beach estimates that
65 percent of the PC gaming headsets on the market cost less than $50 dollars, 25 percent cost between $350 and
$100 dollars, and 10 percent cost more than $100 dollars. Because a high percentage of the PC gaming headset
market is comprised of less expensive, entry-level headsets Turtle Beach believes there is an opportunity for it to
gain market share by offering higher priced, feature-rich gaming headsets targeted at gaming enthusiasts.

The iSeries media headsets that Tartle Beach launched in October 2013 face a highly competitive market.
The consumer headphone market includes stereo headphones, where Bose® and Beats™ by Dre have established
positions as market share leaders, as well as single-ear Bluetooth chat earpieces. Both types of products target the
same smartphone and tablet owners that the new iSeries is targeting.
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Growth Strategy

Tartle Beach intends to build upon its brand awareness, sophisticated audio technology and high quality
products to increase sales, profitability and brand awareness. Key elements of Turtle Beach’s growth strategy
include growing the core console and casual gaming business, expanding global distribution, broadening the
product line, creating valuable partnerships, improving retail presence and identifying and exploring new audio
products categories.

Growing the Console Gaming Headset Business

IDG estimates that more than 300 million current-generation gaming consoles have been sold worldwide,
and millions play online using their consoles every day. Microsoft has estimated that its 46 million subscribers
spend an average of 42 hours a month playing games on Xbox Live. Turtle Beach expects the introduction of
next-generation consoles in November 2013 to add millions more to the installed base of consoles. The first
priority in Turtle Beach’s growth strategy is to continue to grow the core console gaming headset business,
protecting share in established markets and increasing share in markets where Turtle Beach is less established.

A 2013 survey conducted by NPD found that only 22 percent of U.S.-based players of Xbox 360 and
PlayStation 3 currently use a headset, suggesting to Turtle Beach that there 1s meaningful room for growth in this
established market. In addition, more than half of headset owners are using their first headset. With its market
share leadership and consumer base, Turtle Beach plans to capture a significant portion of sales from gamers
upgrading to their second, more advanced beadset and those buying new headsets for next-generation consoles.

In 2013, Turtle Beach announced a partnership with Microsoft that will enable Turtle Beach to produce
officially-licensed headsets for the next-generation Xbox One console. At this time, Turtle Beach is one of only two
announced audio companies licensed and approved by Microsoft fo create Xbox One compatible audio products.

While industry analysts project that sales of next-generation consoles will be strong, the industry expects
sales of current generation consoles to contimoe, albeit at a decreased rate. For example, Microsoft has publically
announced that it expects to sell an additional 23 million Xbox 360s after the Xbox One is launched.

Worldwide sales of the title Grand Theft Auto V (GTAV) for current generation consoles reached $800
million on the title’s first day of sales on September 17, 2013, and reached $1 billion after three days. NPD
reported that Sony’s PlayStation 3 was the highest selling game console in the U.S. overall in September 2013,
largely driven by sales of the special PlayStation 3 500GB GTAV bundle. Turtle Beach views the sales of this
magnitude Jess than two-months ahead of the launch of next-generation consoles as a willingness on the part of
consumers o invest in their current generation platforms. As aresult, Turtle Beach expects to continue to sell
headsets for current-generation consoles through 2014 and beyond.

Expanding Distribution and Improving Retail Presence

Total points of distribution 1s a standard retail trade term used to summarize distribution breadth by
multiplying the number of retail outlets selling a product by the number of those products in each location. It takes
into account how widely products are available and how many items are available. Measured by points of
distribution, Turtle Beach’s footprint increased by more than 50 percent in 2012 to 200,000 points of distribution,
and Turtle Beach branded headsets are now distributed in 44 countries across North America, South America,
Europe, the Middle East, Africa and Asia. Turtle Beach expects to add 50,000 additional points of distribution in
2013.

Another important part of Turtle Beach’s growth strategy is continually improving its retail presence. Over
the tast year, Turtle Beach has redesigned most of its product packaging and refreshed and modernized its
branding and point-of-sale signage. Special interactive displays at key retatlers, including Best Buy and Walmart,
allow consumers to sample headsets at the point-of-purchase which Turtle Beach believes lifts sales. Turtle
Beach believes that these displays have added additional appeal to both retailers and consumers and increased
same store sales.
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Broadening the Product Set

Turtle Beach has been pursuing non-gaming applications for its headset technology, mcluding entertainment
in the home and mobility on the road, through the integration of new technology, the introduction of new
products, and strategic marketing.

Home Entertainment. As the game console has evolved from a dedicated video game platform to a home
entertainment hub, Turtle Beach headsets have evolved as well. With a combination of cross-platform versatility
and audio presets for different listening scenarios, Turtle Beach’s premium headsets transition from gaming, to
movies, to ausic and to online chat and voice calls. Dual-Band Wi-Fi and dual-pairing Bluetooth are designed to
provide both interference-free communication and the flexibility to use the headset with the growing number of
smart wireless devices in the household. Turtle Beach’s partnership to create audio solutions for the next-
generation Xbox One console, and the upcoming release of the iSeries media headsets, pair Turtle Beach with
two major brands in the home entertainment space — Microsoft and Apple. Turtle Beach expects these
relationships to help it continue to expand its presence in the broader home entertainment market.

Mobile. The shift to toachscreen mobile handsets and growing adoption of toach-screen tablets that has
occurred 1n recent years spurred significant growth in mobile gaming. Turtle Beach expects consumer spending
on mobile gaming to increase, and the role of mobile devices to be central to consumer’s lifestyles. In addition,
Turtle Beach believes that gaming is both a driver and a beneficiary of the growth in the mobile device market.
According to a study called “Understanding Tablet Use: A Multi-Method Exploration” compiled by Google,
gaming currently represents the second most frequent use of a tablet (after checking email), and ranks ahead of
making phone calls, emails and texting on smartphones.

Multiplayer games for mobile devices have increased in number and complexity, giving players more
options to compete with others over local connections and online. Turtle Beach believes the increase in
multiplayer-gaming on mobile devices will contribute to increased demand for headsets.

The majority of Turtle Beach wired headsets, and even some wireless headsets, include a standard 3.5 mm
audio connection or an adaptor cord to make them compatible with many mobile devices. Turtle Beach wireless
headsets use Bluetooth technology to allow the headsets to be used with mobile devices to take calls, video chat,
watch video, game and stream music. Turtle Beach believes this emphasis on mobile compatibility will create a
competitive advantage as consumers look for audio solutions.

Turtle Beach expects the upcoming launch of the iSeries platform to increase brand awareness outside of
gaming and position Turtle Beach headsets as a multi-purpose audio solution for a broader set of media
applications, including gaming, music, video, and communications.

PC Gaming. In 2013, Turtle Beach introduced a new line of PC products to grow its PC gaming headset
market share. The tournament-grade, surround sound Z SEVEN and the sterec Z22 were mntroduced during the
summer of 2013. Both headsets have received positive reviews from game and PC publications, including a
category-leading 9.7 out of 10 score for the Z SEVEN from Top Ten Reviews. A wireless headset, the Z300, will
be available at retail stores in November 2013.

Penetration of PC gaming varies by conntry, with PC gaming holding a majority share over consoles in
some markets and holding a smaller share in others. According to the March 2013 PCGA Pinnacle Report issued
by the PC Gaming Alliance. no geographical segments tracked in the study showed a decline in 2012 in overall
PC game revenue, and some showed double-digit growth. In 2012 PC gaming genperated $6.8 billion in revenue
in China, the fastest growing PC market tracked in the study, a 9 percent increase over 2011. Additionally, PC
game markets in Korea, Japan, U.S., UK. and Germany all showed growth in 2012. Together these markets also
increased PC game revenue by 9 percent in 2012, to $8.4 billion. Tustle Beach believes a strong PC gaming
headset product offering is important for gaining market share in these countries.

-125-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043666
244 - 134

AA 1365



New Audio Product Categories. An element of Turtle Beach’s growth strategy is to find complimentary
categories of audio products that can leverage its core strengths and contribute to growth. Over the past 12
months, Turtle Beach has evaluated a number of additional audio technologies for potential acquisition. Turtle
Beach believes that the merger with Parametric is the first step in its pursuit of multiple additional new product
categories based on unique audio technology. Turtle Beach plans to rely on its core capabilities to develop,
commercialize and sell audio technology products outside of the gaming headset category.

Creating Valuable Partnerships

Turtle Beach believes that its partnerships with console manufacturers, software developers, eSports leagues
and gameplay and streaming communities will contribute to growth in 2014 and beyond. Turde Beach actively
negotiates with potential and existing partners regarding new licensing opportunities, products, and promotions
and believes that it has a robust pipeline for 2014.

Turtle Beach believes it has built a strong franchise in gaming headsets based on years of delivering
mnovative and high quality products through a large retail distribution network. Turtle Beach believes its

capabilities in digital signal processing technology, its history of development and commercialization of

innovative audio products, its partnerships and its supply chain enhance its reputation in the market and the
strength of its business.
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TURTLE BEACH'S MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of Turtle Beach’s financial condition and results of operations was
provided to Parametric by VIBH and should be read in conjunction with “Unaudited Pro Forma Condensed
Combined Financial Information” and VIBH's historical audited financial siatemenis as of and for the vears
ended December 31, 2012 and December 31, 2011 and its unandited financial statements as of and for the nine
months ended September 28, 2013 and September 29, 2012, included in Annex D hereto. This discussion and
analysis contains forward-looking statements that arve based on the beliefs of VIBH's management, as well as
assumptions made by, and information currently available to, its management. Actual results could differ
materially from those discussed in or implied by forward-looking statements for various reasons. See
“Risk Factors —“Risks Related 10 Turtle Beach’s Business” on page 24.

Business Overview

Turtle Beach is a leading designer. developer and marketer of premium audio peripherals for video game,
personal computer and mobile platforms. Audio technology and digital signal processing have been a core focus
at Turtle Beach since the company was founded in 1977, and Turtle Beach management views continued
innovation and state-of-the-art product development as critical factors in its continued success. Turtle Beach
launched its first gaming headset in 2005, and playved a significant role in developing the market for advanced
gaming headsets. Many of Turtle Beach’s headsets incorporate advanced technology and innovative features, and
Turtle Beach has become the market share leader in console gaming headsets.

Turtle Beach believes that the primary growth drivers for its console gaming headset business are:

e A projected installed base of more than 130 million Xbox 360 and PlayStation 3 consoles as of year
end 2013, as estimated in the August 2013 International Development Group (“IDG”) Global Forecast
Update;

¢ The increase in multiplayer online gaming, whether console-, mobile-, or PC-based, in which a gaming
headset provides the additional benefit of being a communication device;

e The launch of new console video game titles, which Turtle Beach believes increases foot traffic into
retail stores and lifts console gaming headset sales; and

e The installed base of Turtle Beach headsets which drive upgrades and replacements.

For a full description of Turtle Beach’s business, see “Turtle Beach’s Business” on page 112.

Business Trends

Turtle Beach’s business is seasonal with a significant portion of sales and profits historically occurring
around the holiday period. The business has also been affected by the introduction of the Xbox One and
PlayStation 4 consoles in November 2013. As the business has grown, Turtle Beach has increased spending and
investment in personnel and infrastructore and also invested to enter or strengthen its position in new geographic
regions and expand the product line into areas outside of console gaming headsets.

Seasonality

Turtle Beach’s revenues, operating profit and operating cash flows are affected by the seasonality of its
business, with sales of console gaming headsets having historically been weighted towards the holiday period in
the fourth quarter. In past vears, more than 50 percent of Turtle Beach's revenues have been generated from
September through December. Although Turtle Beach expects to experience a similar concentration of revenue in
2013, the percentage of annual sales concentrated in the equivalent period in 2014 may be reduced if the launch

-127-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043668
244 - 136

AA 1367



of gaming consoles in November 2013 drives demand for gaming headsets into the first half of 2014. Turtle
Beach has historically experienced the most significant cash inflows in the first and fourth fiscal quarters as a
result of the timing of customer purchases around the holiday seasons.

New Xbox and PlayStation console launches

In November 2013, Microsoft launched a new Xbox gaming console, the Xbox One, and Sony launched a
new PlayStation gaming console, the PlayStation 4. Industry analysts have predicted a decline in console sales in
2013, the year in which the new consoles are announced, as compared with prior vears and then a period of
growth in console sales after the new consoles come to market, similar to what occurred in connection with past
console introductions. The August 2013 IDG Global Forecast Update estimates a drop in Xbox 360 and
PlayStation 3 global console unit sales of approximately 30 percent from 2012 to 2013, and a drop of 11 percent,
including sales of the Xbox One and PlayStation 4, using an assumed November launch date for both consoles.
The same report predicts this decline will be followed by an increase of 46% in console sales in 2014 across the
major gaming console markets in North America, Europe and Japan. Turtle Beach’s management believes that its
revenue decline from 2012 to 2013 reflects this cyclical drop.

Xbox One. At this time, Turtle Beach is one of only two announced aundio companies licensed and approved
by Microsoft to develop and sell Xbox One compatible andio products. A proprietary hardware adapter, as well
as related software is required for headsets to be fully functional with Xbox One. Due to the inclusion of this
proprietary adapter, prior versions of Turtle Beach headsets, as well as headsets from all other competitors
lacking a license from Microsoft, will not be compatible with the Xbox One without a separately purchased
adapter. Turtle Beach believes the lack of interoperability, together with the inconvenience of using and the
anticipated limited availability of the separate adapter, will drive significant sales of Xbox One headsets and
believes it will have a market advantage as the strongest established player currently licensed to produce and sell
Xbox One headsets after launch. In October 2013, Microsoft informed Turtle Beach that the adapter and software
required to enable fufl headset functionality on the Xbox One will not be available until early 2014. As aresult,
Turtle Beach has deferred its XO Four and XO Seven headset launches, and believes that substantially all of the
related revenues and profits previously anticipated for the fourth quarter of 2013 will instead be realized in early
2014, Inits August 2013 report, IDG has forecasted Xbox One unit sales in North America and Europe of
approximately 1.4 million units in the fourth quarter 2013. The same report forecasts 2014 sales of Xbox One
consoles in North America and Europe of approximately 6.2 million units.

PlayStation 4. Turtle Beach currently sells several headsets that it believes will be compatible with
PlayStation 4. Turtle Beach also has designed two new headsets, the P4C and PX4, specifically for the
PlayStation 4, and expects strong demand for these products after the PlayStation 4 becomes available. In its
Aungust 2013 report, IDG has forecasted PlayStation 4 unit sales in North American and Europe of approximately
1.8 million units in the fourth quarter of 2013 and approximately 7.3 million units in 2014 in the same
geographic areas. North American PlayStation 4 console sales exceeded one million units in the first 24 hours
following its introduction, significantly exceeding the unit sales experienced during the same period for the
PlayStation 3.

Industry analysts expect Microsoft and Sony to continue to support their current generation consoles over
the next few vears and, as a result, Turtle Beach anticipates that there will continue to be a significant market
through 2013 and 2014 for its headsets that are compatible with Xbox 360 and PlayStation 3.

Prior console transitions preceded strong growth in the gaming industry and [DG estimates global hardware
sales of Xbox and PlayStation consoles — including Xbox 360, Xbox One, PlayStation 3 and PlayStation 4 - will
total 14.8 million units in 2013. IDG forecasts that global console sales will increase to 21.6 million units in
2014, representing an estimated 46 percent growth in unit sales from 2013. Global Xbox One console sales
exceeded one million units in the first 24 hours following its introduction, significantly exceeding the unit sales
experienced during the same period for the Xbox 360. Turtle Beach anticipates that this strong projected growth
in sales of Xbox and PlayStation consoles in 2014 will fuel growth in sales of its gaming headsets.
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Investments in People and Infrastructure

Turtle Beach’s net revenues have more than doubled from 2010 to 2012 and it has invested to continue to
build out its internal capabilities, including the hiring of new executives, significantly expanding the number of
internal product development, prodact management, and operational personnel, and increasing marketing
expenditures and investment in retail selling displays. In addition, Turtle Beach acquired a United Kingdom-
based distributor, Lygo (now “TB Europe”), in October 2012, which added sales and marketing staff and
expenses as well as warehouse and distribution facilities. Turtle Beach intends to continue to invest in its internal
capabilities to support longer term growth.

Geographic Expansion

Turtle Beach has a strong market position in North America, United Kingdom, and Australia with an
estimated 50% dollar market share (or better) in North American and the United Kingdom, and an estimated
40% market share in Australia. Turtle Beach is also one of the top gaming headset providers i the rest of Europe
but believes there is further opportunity for growth. Asia, in particular China, and Latin America are viewed by
Turtle Beach as additional long-term growth opportunities. Turtle Beach intends to continue to be make
mvestiments to establish stronger presence und growth in these regions.

Product Portfolio

During 2011 and 2012, Turtle Beach significantly expanded its product portfolio to cover additional price
tiers and to add products with different combinations of technology. Turtle Beach added ten new headsets in
2011, and 15 new headsets and three updated headsets in 2012, Four of the headsets added in 2011 and seven of
the headsets added in 2012 had MSRPs below $100. While overall unit sales of the company increased by 34%
during 2012, the addition of these lower priced headsets resulted in a reduction of Turtle Beach’s average
wholesale selling price by 10%.

In late 2012, Turtle Beach management decided to reduce the number of product models. Given the
expected launch of new consoles and the effect that management expected the launch to have on sales of Turtle
Beach headsets, the management team also decided to reduce inventories of several models using price
promotions and discounting to drive increased sales. The implementation of those reductions caused the gross
profit of Tusrtle Beach to decline by approximately $1.7 million during the nine months ended September 28,
2013 compared to the nine months ended September 29, 2012.

In October 2013, Turtle Beach launched a new line of media headsets, the iSeries, as pait of its strategy to
broaden its base of users from console gaming headsets to headsets for music, movies, and mobile gaming, which
feature advanced technologies derived from its gaming headsets but designed for Apple desktop and mobile
device users. The iSeries will be carried at Apple retail stores, the Apple Online Store and the Turtle Beach
Online Store. While the stereo headphone category is large and very competitive, Turtle Beach management
believes that their availability in Apple stores and the underlying technology inmovation in the products will be
an important catalyst for expanding its consumer base. This initiative represents an investment of over $3 million
in product development and marketing in 2013.

Cost of Goods

During 2013, Turtle Beach implemented a more active program to refurbish and sell retumed products, in
which Turtle Beach seeks to sell products at a 0%-10% gross profit. Turtle Beach has also experienced a slightly
higher cost charged by its contract manufacturing partners with respect to newer headset models as compared
with older models, reflecting macro-level Chinese labor and material cost increases.
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2013 Oudook

Due to seasonality and the impact on the first half of 2013 of inventory management actions and the front-
loading of marketing expenses, as described above, Turtle Beach anticipates significantly improved revenues,
profit and cash flows in the second half of 2013. However, the delay of the Xbox One hardware and software
discussed above is expected to result in a reduction of Turtle Beach’s Xbox One headset-related revenues and
profits previously anticipated for the fourth quarter of 2013, substantially all of which Turtle Beach believes will
be realized in early 2014. This delay will result in a downward revision to the 2013 outlook for revenue and
EBITDA provided by Turtle Beach’s management on August 8, 2013. The level of such impact depends on
several factors, including the projected launch date for the requisite hardware and software from Microsoft which
is still being assessed. Turtle Beach plans to update its 2013 outlook for revenue and EBITDA following
completion of this assessment.

Basis of Presentation
Revenue

Turtle Beach’s revenues are derived primarily from the sale of gaming headsets with the remaining gross
sales derived from accessories, including replacement parts for gaming headsets, audio cables, and sound cards.
Turtle Beach currently derives the majority of its revenue from headsets designed primarily for use with the
Xbox 360 and PlayStation 3. The majority of Turtle Beach’s products are distributed domestically to specialty
retailers of consumer electronics, superstores, online retailers and wholesalers, and internationally through
TB Europe and to wholesalers. Products are also sold directly to consumers through Turtle Beach’s website.
International sales are generally shipped directly from Turtle Beach’s suppliers in China to international
wholesalers. Turtle Beach’s distribution footprint increased by more than 50 percent in 2012 and Turtle Beach
branded headsets are distributed in 44 countries across North America, South America, Europe, the Middle East,
Africa, Australia and Asia. Turtle Beach’s headsets are sold at more than 27,000 storefronts across 44 countries,
including major retailers such as Amazon, Best Buy, and Wal-Mart.

Turtle Beach recognizes revenue when all of the following criteria are met: (1) persuasive evidence exists of
an arrangement with the customer reflecting the terms and conditions under which the services will be provided:
(2) services have been provided or delivery has occurred; (3) the fee is fixed or determinable; and (4) collection
is reasonably assured. Collectability is assessed based on a number of factors, including the creditworthiness of a
customer and transaction history.

Tuartle Beach’s net revenues are mfluenced by numerous factors such as product volume and mix, pricing,
geographic mix, foreign currency exchange rates, the mix between sales to resellers and end users and
adjustments for sales refurns, price protection programs and co-op programs.

Cost of Revenue and Gross Prafit

Turtle Beach’s cost of revenue primarily consists of manufacturing costs associated with its headsets. Cost
of revenue also inclodes charges for inventory obsolescence, freight and personnel costs including stock
compensation expense.

Products gross profit percentage is influenced by numerous factors such as product volume and mix, pricing,
geographic mix, the mix between sales to resellers and end-users, third-party costs (including both raw material
and manufactaring costs), warranty costs and charges related to excess and obsolete inventory.

Operating Expenses

Turtle Beach’s significant operating expenses are: (1) sales and marketing; (2) product development, and
(3) general and administration. The components of sales and marketing expenses mnclude trade shows and events,
promotions, salaries and benefits, direct media advertising, in-store advertising and brand building displays.
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Personnel expenses are the largest category of expense in Tortle Beach and include salaries, benefits, bonuses,
sales commissions and stock-based compensation expense. Turtle Beach expects personnel expenses to increase
in absolute dollars as new employees are hired to support growing the business.

Sales and Marketing Expenses Selling and marketing expenses are Turtle Beach’s largest functional
category of total operating expense. These expenses primarily consist of media and advertising, which include
online search engine optimization, investment in retail sales displays and tradeshows. Expenses also include
salaries and benefits related to Turtle Beach’s worldwide direct sales force, sales commissions, travel and
entertainment costs, sales support, sales development and outside sales consultants. Turtle Beach plans to
continue to invest in sales and marketing efforts, inchuding a plan to increase the number of sales personnel
worldwide in order to expand reach in international markets. In addition, Turtle Beach intends to continue to
grow its marketing and promotional expenditures to build brand awareness.

Product Development Expenses Development expenses are costs related to the development and
enhancement of Turtle Beach’s products. These expenses consist of salaries and benefits, information
technology, consulting, engineering samples and prototypes and allocation of facility-related costs. Turtle Beach
expects its development costs to increase in absolute dollars as it continues to expand product offerings and
global reach.

General and Administrative Expenses General and administrative expenses consist primarily of salaries and
benefits, professional fees, allocation of facility costs, bad debt and depreciation. General and administrative
personnel costs mclude Turtle Beach’s executive, finance, human resources, information technology and external
legal functions. Turtle Beach’s professional fees consist primarily of accounting, tax, legal, recruiting and other
consulting costs. Tuitle Beach expects an increase in general and administrative spending related to the costs
associated with being a public company as Turtle Beach assumes the required reporting and compliance
obligations.

Other Expense, net

Other Expense, net, is comprised of the following items:

Interest expense consists primarily of interest expense on Turtle Beach’s revolving credit facility, term loan
and Turtle Beach's Series B preferred stock. Turtle Beach expects its interest expense to increase on an absolute
dollar basis in the near term due to the debt arrangements entered into doring 2011 that were amended in 2012
and 2013,

Other expense consists primarily of foreign carrency exchange gains and losses. Turtle Beach’s foreign
currency exchange gains and losses relate to transactions and asset and lability balances denominated in
currencies other than the U.S. dollar. Turtle Beach expects its foreign currency gains and losses to continue to
fluctuate in the future due to changes in foreign currency exchange rates. Other expenses also include derivatives
to partially offset Turtle Beach’s business exposure to foreign currency ¢xchange risk.

The gain on bargain purchase from acquisition consists of the excess value of the net assets acquired over
consideration paid when Turtle Beach acquired TB Europe.

Provision for Income Taxes

The provision for income taxes consists of federal and state income taxes in the United States, incoime taxes
i certain foreign jurisdictions and deferred income taxes reflecting the net tax effects of temporary differences
between the carrying amounts of assets and Habilities for financial reporting purposes and the amounts used for
income tax purposes and includes Turtle Beach’s uncertain tax positions. Earnings from Turtle Beach's non-1.S.
activities are subject to local country income taxes and may be subject to U.S. income taxes.
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Restatements of Previously Issued Financial Statements

Tartle Beach has restated the financial statements of VTB as of December 31, 2010, to correct for the
following errors:

o Turtle Beach determined that the reserve for sales returns and the allowance for doubtful accounts as of
December 31, 2010, were overstated by $1.4 million and $0.6 million due to errors in the calculation of
these estimates. The correction of these errors increased revenue by $1.4 million and decreased
operating expenses by $0.6 million.

» Turtle Beach has recorded additional adjustments in the 2010 VTB financial statements in order to
correct other errors which were determined not to be material individually or in the aggregate. The
most significant of such adjustments was to increase income tax expense for reserves associated with
uncertain tax positions, decrease business transactions expenses for amounts that should have been
recorded to additional paid in capital and to increase interest expense related to Turtle Beach’s Series B
redeemable preferred stock.

The following table presents the impact of the restatement adjustments on VTB’s statement of operations
for the period ended December 31, 2010 (in thousands):

Year Ended December 31, 2616

Prev?iu sty Effect of Ag

Reported Restatement Restated
NELTEVEIUE « .ottt ittt et et ettt $90.470 $ 1,400 $91.870
CoStOf TEVEIUL .« .t it ittt et e et 49,387 1,169 50,556
OPerating XPeNSeS « .ot vvn v e 25,217 (2,190} 23,027
Operating iNCOME .. ... ottt it 15.865 2,422 18,287
Other eXpense, et .. .. ...t i 340 241 581
Income before provision for income tax .................... 15,525 2,181 17,706
Provision for ICome 18X ... . e 6.255 1,329 7.584
NEtHICOIIE © vt it et e e e e e e e 9,270 852 10,122

In addition, Turtle Beach also recorded certain audit adjustments to the 2011 financial statements relating to
VTB to correct the following errors:

s Turtle Beach determined that the stock-based compensation expense was understated by $2.7 million
because Turtle Beach, on a retrospective basis determined the fair value of the options granted during
2011 exceeded the exercise price.

«  Turtle Beach determined inventory was understated by $1.0 million due to a $0.6 million error in the
calculation of excess mventory reserves and to a $0.4 million error in the calculation of capitalized
freight.

= Turtle Beach has recorded additional adjustments in the 2011 VTB financial statements in order to
correct other errors which were determined not to be material individually or in the aggregate. The
most significant of such adjustments was to increase interest expense related to Turtle Beach’s Series B
redeemable preferred stock.

The impact of these adjustments on Turtle Beach’s consolidated financial statements was $1.7 million
addition to total assets, $0.2 million addition to stockholders’ equity and $3.3 million reduction to net income.
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Results of Operations

The following table sets forth Turtle Beach's statement of operations in dollars (in thousands):

Nine Months Ended Years Ended December 31,
September 28, September 29, 2818
13 12 2082 2011 As Restated
{Unaudited)

NEtTEVENUE .. .ovveereneneaeeaneenennnns $ 92,352 $97.099  $207,136 $166,121  $91.870
Costofrevenue ...... ... iiiiininnn. 68,759 62.890 132,795 96,536 50.556
Grossprofit . ....... ... i il 23,593 34,209 74,341 69,585 41,314
Operating expenses:

Selling and marketing . ....... ... .. .. 21,783 12,193 22,837 13,009 5,641

Productdevelopment ... .............. 3,239 1,538 2,099 1.839 825

General and administrative ............ 5,678 3,359 6,153 7,094 2,128

Business transaction . ................. 2,287 — 342 9,375 14,433
Total operating expenses .................. 32,987 17,090 31,431 31,317 23,027
Operating (loss)income .. ................. (9,394) 17,119 42,910 38,268 18,287
Other expense, net:

Interest expense, net . ................. 4,580 2.873 4738 2,932 581

Otherexpense,net ................... 256 7T e

Gain on bargain purchase from

acquisition . ......... ... —_ — (2,303) — —
Total other expense, net . ......... ... ... 4,836 2,873 2.442 2,932 581
{Loss) income before (benefits) provision for
IICOME LAXES « o v v v e et en e e (14,230) 14,246 40,468 35336 17,706

{Benefits) provision for income taxes ........ (7,186} 4,957 14,008 13,782 7,584
Net (1osS)Income .. .. oovuetininenennn .. $ (7,044) $ 9,289 $ 26460 $ 21,554 $10,122

Period Ended September 28, 2613 Compared to Pericd Ended September 29, 2012
Revenue

Revenue for the nine months ended September 28, 2013 totaled $92.4 million representing a $4.8 million or
4.9% decline over the same period in 2012. Total international net revenue decreased 2.1% year over year, driven
by a 17.6% decrease in revenue outside the UK, but partially offset by a 22.3% increase in the UK relating to the
acquisition of TB Europe in October 2012. North America net revenue declined 8.3% due to the impact of
proactive inventory management, expected lower demand and shift in product mix due to the November 2013
next generation console roll-outs. This decline was partially offset by a 350% increase in refurbished product
revenue as Turtle Beach accelerated efforts to reduce on-hand refurbished inventory. Turtle Beach increased its
price protection awards in the first half of 2013 to reduce on hand inventories ahead of the Xbox One and PS 4
next generation console roll-out in November 2013, Turtle Beach believes that headset volume will increase over
the next 18-24 months following the Xbox One and PlayStation 4 next generation console roll-outs. In addition,
Turtle Beach believes the new consoles will rebalance the product mix back to more fully featured enhanced
gaming experience headsets that are at higher price points.

Cost of Revenue

Cost of revenue increased o 74.4% of revenue for the nine months ended September 28, 2013 from 64.7%
for the same period in 2012. The increase in cost of revenue is primarily driven by a number of non-recurring
cost items and a change in the mix between North America and international business. The following non-
recurring items resulted in a cumulative 6.4% increase in cost of revenue year over year: refurbished product
revenue reduced gross profit by 2.4%; the deferral of inter-company profit capitalized in TB Europe inventory
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following its acquisition reduced gross profit by 0.9%, which 1s anticipated to be recovered over the next two
quarters as products are sold out of TB Europe; higher freight in and product certification expenses decreased
gross profit by 1.4%; and inventory reduction initiatives implemented in the first half of 2013 ahead of the next
generation console release reduced gross profit by 1.7%. In 2013 international business increased as a percentage
of total revenues and these revenues carry a higher cost. The 2013 change in mix between North America and
international business increased costs approximately 4.4% of net revenue.

The highly seasonal nature of revenue causes certain cost items to appear inflated as a percentage of revenue
for the first nine months of the vear. The impact of these items on cost of revenue for the full year will be
substantially less and analysis of cost of revenue should be done on an annual basis to properly understand
performance. The gross profit percentage of revenue for the first half of 2013 is comparable to the same time
period in 2012 excluding the non-recurring items and change in mix mentioned above.

Selling and Marketing

Selling and marketing expenses increased $9.6 million from the nine months ended September 29, 2012, as
compared to September 28, 2013, primarily due to $1.7 million of depreciation related to retail sales displays,
$0.7 million in amortization for intangibles related to the TB Furope acquisition (October 2012), a $1.8 million
increase in promotional expenses such as expenses for tradeshows, $1.5 million of sales and marketing expenses
at TB Evrope and related exhibits, $1.2 million for international marketing, an increase in salaries and benefits of
$6.5 million due to additional headcount and a $0.2 million increase in sponsorship fees. Turtle Beach
management made a strategic decision to invest more heavily in marketing during the first nine months of 2013
ahead of the new console roll-outs. This action was taken to position Turtle Beach for the industry projected
demand increase and shift to full feature wireless headsets driven by the new gaming consoles. Overall marketing
spending (excluding depreciation ) for 2013 is expected to increase approximately 15% as compared to 2012
with much of the increase going to support the introduction of the Turtle Beach’s first media headsets (130 and
i60) in Apple stores in November 2013.

General and Administrative

General and administrative expenses increased $2.3 million from the nine months ended September 29,
2012, as compared to September 28, 2013, primarily due to $1.3 million in stock-based compensation expense,
$0.5 million in separation related payments to two founders of Turtle Beach (“Founders”), $0.2 million in higher
accounting and legal compliance expense and $0. 1 million in increased depreciation.

Product Development

Product development expenses increased $1.7 million from the nine months ended September 29, 2012, as
compared to September 28, 2013, primarily due to a2 $0.9 million increase in salaries and benefits associated with
increased headeount in engineering, a $0.3 million increase in consulting fees for industrial design projects, a
$0.1 million increase for patent filing fees and a $0.1 million increase in higher travel expenses associated with
the increased headcount.

Business Transaction

Business transaction expenses increased $2.3 million from the nine months ended September 29, 2012, as
compared to Septeniber 28, 2013, primarily due to the costs incurred in connection with the proposed merger
with Parametric.
Interest Expense, net

Interest expense, net, increased by $1.7 milkion from the nine months ended September 29, 2012, as
compared to September 28, 2013, primarily due to the higher average term and revolver loan balance outstanding
during the period and additional financing costs.
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Income Tax Expense

Income tax expense decreased by $12.1 million from the nine months ended September 29, 2012 as
compared to September 28, 2013, due to the projected tax benefit relating to the loss incurred to date. The
effective tax rate for the period was 49%.

Year Ended December 31, 2012 Compared to Year Ended December 31, 2011
Revenue

Net revenue increased by $41.0 million, or 24.7%., to $207.1 million in 2012 from $166.1 million in 2011.

North America revenue increased by $15.3 million, or 11.9%, to $146.4 million from 2011, as compared to
2012 primarily due to increased sales to existing retail customers, the addition of new retailers and the release of
new products such as PLA, XP300 and XP400 series headphones.

International revenue, which consists of sales to distributors in Europe and sales by TB Europe, increased by
$25.8 million, or 73.7%, to $60.8 million, from 2011 as compared to 2012, primarily due to the increase in
distribution channels and revenue associated with new product releases.

Cost of Revenue

Cost of revenue increased to 64.1% of revenue from 58.1% in 2011 primarily due to the mix of product as
the company broadened its product lines to expand overall market share and increased price protection and
promotions in the fourth quarter of 2012 to reduce chamnel inventories. In addition, the company did see an
increase in costs associated with products that were upgraded or enhanced to be competitive. The cost increases
were partially offset by product cost improvements in our international operations.

Selling and Marketing

Selling and marketing expenses increased $9.8 million, or 75.5%, in 2012 as compared to 2011, primarily
due to a $4.0 million increase direct media, trade shows and exhibitions to promote new product releases, an
increase in depreciation on retail sales displays of $2.3 million and a $0.7 million increase in salaries and benefits
related to increases in marketing headcount to support sales growth.

General and Administrative

General and administrative expenses decreased $0.9 million, or 13.3%, in 2012 as compared to 2011,
primarily due to $3.4 million of restricted stock which was awarded and vested immediately to a Turtle Beach
director in 2011. There were no restricted stock grants in 2012. This decrease was partially offset by an increase
in salaries and benefits of $1.3 million, which included $0.5 million paid to two Founders as compensation to
support the transition period. In addition, there was a $750,000 increase in the allowance for doubtful accounts
due to the 41% increase in accounts receivables.

Product Development

Product development expense increased $0.3 million in 2012 as compared to 2011, primarily due to
$0.3 million increase in additional staffing and consoltants. During 2012, the Turtle Beach’s product
development focused on new product development and technologies to enhance existing products and
accessories.
Business Transaction

Business transaction expenses decreased $9.0 million over 2011 primarily due to bonus payments accrued in
2011 that were not incorred in 2012. Costs in 2012 were composed of legal and outside consulting fees incurred
with the acquisition of TB Europe in 2012 totaling $0.3 million.
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Interest Expense, net

Interest expense for the year ended December 31, 2012 increased $1.8 million over 2011 primarily due to
higher average term loan balance ountstanding throughout the year. Additional debt issuance costs of $1.3 million
that will be amortized over the contractual life of the credit facility related to the revolver amendment, $0.3
recognized in conjunction with the August 2012 debt extinguishment.

Gain on Bargain Purchase from Acquisition

The gain on bargain purchase is related to the purchase of TB Europe. See Note 6, “Acquisition,” to Turtle
Beach’s historical audited financial statements, which are included as Annex D to this proxy statement, for
details related to the acquisition.

Income Tax Expense

Income tax expense increased by $0.2 million from 2011 as compared to 2012, as a result of the increase in
mcome. The effective tax rate i 2012 was unchanged at 37% in 201 1. The difference between the effective tax
rate and the statatory tax rates is primarily related to differences in book and tax treatment of stock based
compensation and non-deductible expenses.

Year Ended December 31, 2011 Compared to Year Ended December 31, 2018
Revenue
Net revenue increased $74.3 million, or 81.0%, to $166.1 million in 2011 from $91.9 million in 2010.

North America revenue increased $52.2 million, or 66.2%, to $131.1 million from 2010 as compared t©
2011, primarily due to new product releases.

International revenue, which consists primarily of sales to distributors in Europe, increased by
$22.0 million, or 169%, to $35.0 million, from 2010 as compared to 2011. The increase was primarily due to the
mcrease in distribution channels.

Cost of Revenue

The cost of revenue increased 91% in 2011 from 2010 due 1o higher product related costs associated with
more sophisticated headset products and partially offset by the mix of business. The company experienced strong
business activity growth and the more sophisticated and expensive headsets represented a greater share of
business as our customers looked for an enhanced gaming experience.

Selling and Muarketing

Selling and marketing expenses increased by $7.4 million from 2010 as compared to 2011, primarily due to
increases of $3.8 million for direct media and $1.1 million for advertising and promotional materials to sapport
new product releases and to build marketing infrastrocture. In addition, there was an increase of $1.3 million for
salary and benefits due to an increase in marketing headcount to support planned growth.

General and Administrative

General and administrative expenses increased $5.0 million from 2010 as compared to 2011, primarily due
to the restricted stock units issued to the Turtle Beach’s Chairman of the Board of Directors valued at
approximately $3.4 million which vested immediately. In addition, there were increases in consultant and legal
fees of $0.9 million.
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Product Development

Product development expense increased by $1.0 million from 2010 as compared to 2011 primarily due to a
$0.7 million increase in salaries and benefits in an effort to formalize the product development infrastructure.

Business Transaction

Business transaction expenses decreased $3.1 million from 2010 as compared to 2011, primarily due to fees
mcurred with the Stripes acquisition in October of 2010 that were not incurred in 2011.

Interest Expense, net

Interest expense increased by $2.4 million from 2010 as compared to 2011, primarily due to a higher
average term loan balance outstanding throughout the vear and the accrual of interest on Turtle Beach’s Series B
Preferred Stock which was issued in October 2010,

Income Tax Expense

Income tax expense increased $6.2 million from 2010 as compared to 2011, as a result of the increase in
income. The effective tax rate in 2011 was approximately 37% compared to approximately 37% in 2010. There
were no significant changes in effective tax rate. The difference between the effective tax rate and the statutory
tax rates is primarily related to differences in book and tax treatment of stock based compensation and non-
deductible expenses.

Adjusted EBITDA

“Adjusted EBITDA” is defined as net income before interest, taxes, stock-based compensation (non-cash),
business transaction costs, gain on bargain purchase, depreciation and amortization. Turtle Beach’s management
believes Adjusted EBITDA is a useful measure to help evaluate its business, analyze trends, measure
performance, prepare financial projections and make strategic decisions.

Turtle Beach’s management adjusts net income (loss) for business transaction costs and gain on bargain
purchase from its calculations of Adjusted EBITDA because it believes that such items are not representative of
Turtle Beach’s core operations. Business transaction costs and gain on bargain purchase are comprised of the
following items for the periods presented:

«  For the nine months ended September 28, 2013, business transaction costs consist of acquisition-related
costs in the amount of $2.3 million related to Turtle Beach's proposed merger with Parametric;

+  For the year ended December 31, 2012, business transaction costs consist of $0.3 million of
acquisition-related costs and gain on bargain purchase is $2.3 million, in each case, related to Turtle
Beach’s acquisition of TB Europe (see Note 6 {Acquisition) to the consolidated financial statements
included as Annex D to this proxy statement for more information regarding the acquisition of TB
Europe);

e For the year ended December 31, 2011, business transaction costs consist of $9.4 million of
performance bonuses related to the recapitalization (see Note 1 (Organization and Description of the
Business — Recapitalization) to the consolidated financial statements included as Annex D to this proxy
statement for more information regarding the recapitalization);

+  For the year ended December 31, 2010, business transaction costs consist of $4.0 million in legal and
professional fees and $10.4 million in performance bonuses related to the recapitalization.

Turtle Beach’s management further believes that most investors would exclude business transaction costs,
gain on bargain purchase and stock-based compensation from customary EBITDA calculations because those
items are often viewed as either non-recurring and not reflective of ongoing financial performance or have no
cash impact on operations.
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The material imitations of Adjusted EBITDA are as follows: Adjusted EBITDA is not a recognized term
under GAAP and does not purport to be an alternative to net income as an indicator of operating performance or
any other GAAP measure. Moreover, because not all companies use identical measures and calculations, the
presentation of Adjusted EBITDA may not be comparable to other similarly titled measures of other
companies. These limitations are compensated for by using Adjusted EBITD}A in conjunction with traditional
GAAP operating performance and cash-flow measures. Additionally, for the sake of clarity, “Adjusted EBITDA”
as presented here is defined differently than “Adjusted EBITDA” as used in the section titled “~Opinion of Craig
Hallom Capital Group LLC, Financial Advisor to the Parametric Board.”

Adjusted EBITDA (and a reconciliation to net income (foss), the nearest GAAP financial measure) for the
nine months ended September 28, 2013 and September 29, 2012 and years ended December 31, 2012, 2011 and
2010 are as follows (in thousands):

Nine Months Ended Years Ended December 31,
September 28, 2013 September 29, 2012 2012 2011 2010
Netincome (loss) ...........vion.. $(7.044) $ 9,289 $26,460 $21.554 $10,122
Interestexpense,met . ........vnon.. 4,580 2,873 4,738 2,932 581
Depreciation and amortization .......... 3,763 1,127 2,606 700 240
Stock-based compensation ........... .. 1,919 402 985 3,749 -
Provision (benefit) for income taxes . ... .. (7,186) 4,957 14,008 13,782 7,584
Business transaction costs ... ........... 2,287 — 342 9,375 14,433
Gainon bargain purchase .............. - e (2,303 e -
Adpusted EBITDA ... ... ... ... $18,648 $46,836  $32,092 $32,960

Adjusted EBITDA decreased in the nine months ended September 28, 2013 as compared to the nine months
ended September 29, 2012 primarily doe to lower revenues and mix of business ahead of the Xbox One and
PlayStation 4 console roll-outs, higher refurbished product revenues at negative contribution margin, proactive
inventory reduction initiatives in first half of vear to reduce channel inventory, and higher sales and marketing
expenses due to the acquisition of TB Europe, investments to drive growth in international markets and
accelerated marketing spend ahead of the November 2013 console rofi-outs.

In 2012, Adjusted EBITDA decreased over 2011 primarily due to an increase in compensation expenses due
to an increase in headcount to support planned growth of Turtle Beach, the increase in selling and marketing
expenses related to tradeshows, direct media and freight expenses, an increase inn general and administrative
expenses and $2.0 million of compensation to the two Founders to assist with transition.

In 2011, Adjusted EBITDA increased over 2010 primarily due to the increase in net sales from 2010 to
2011. In addition, business transaction expenses of approximately $14.4 million were incarred in 2010 related to
Turtle Beach’s recapitalizations that were not incurred in 201 1. This increase was otfset by higher general and
administrative expenses related to an increase in headcount, marketing expenses for tradeshows and direct media
and development expenditures.
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Liguidity and Capital Rescurces

KNine Months Ended Year Ended December 3%,
September 28, September 29, 2618
2013 2612 2012 2611 As Restated
{In thousands)
Cash and cash equivalents at beginning of year $ 5219 $15,942 $15942 § 7990  $4,893
Net cash provided by (used in) operating
activities 15,259 (2.213) 5,000 2,401 1,106
Net cash used in investing activities (4,109 (3,305) (11,280 (1,634 (822)
Net cash provided by (used in) financing
activities (11,335) (6,614) 4,364y 7,185 2,813
Effect of foreign exchange on cash 28 — (79) —_ —
Cash and cash equivalents at end of year & 5,062 ¢ 1,810 $ 5219 $15942 $7.990

Management Assessment of Liguidity

Turtle Beach has funded its operations and acquisitions in recent periods primarily with its operating cash
flows and proceeds from the sale of Series A Preferred Stock and debt financings. Turtle Beach’s principal
sources of liguidity as of September 28, 2013 and December 31, 2012 consisted of cash and cash equivalents of
$5.1 and $5.2 million, respectively. Turtle Beach continually projects anticipated cash requirements, which
includes cash held cutside the United States in its foreign subsidiary, for requirements which may include
potential merger and acquisition activity, capital expenditures, principal and interest payments on Turtle Beach’s
outstanding indebtedness and working capital requirements. As of September 28, 2013 and December 31, 2012,
Turtle Beach permanently reinvested approximately $0.7 million and $2.6 million of earnings from its foreign
subsidiary and has not provided for U.S. federal income and foreign withholding taxes. If Turtle Beach were to
distribute these earnings, such earnings could be subject to income tax upon repatriation. Determination of the
amount of unrecognized deferred tax liability related to these earnings is not practicable.

Debt Obligations
Term Loun

In October 2010, Turtle Beach entered into a Loan and Security Agreement with various financial institutions.
The Loan and Security Agreemient provided for term loans aggregating to $28.0 million. Turtle Beach’s obligations
under its credit facility are secured by a first priority lien against substantially all of Turtle Beach’s assets. The term
loans bear interest at the greater of (i} the minimum interest rate of 5.50% or (i) LIBOR (London interbank offered
rate) plus 4.0% per anmum. Interest is due monthly. The term loans matare on October 12, 2015 and have combined
scheduled quarterly principal repayments, due on the last day of each quarter.

In August 2012, the Loan and Security Agreement was amended and restated to increase the principal
amount on the term loans to $45.0 million and to amend the maturity date to Angust 22, 2015. Turtle Beach drew
down $435 million of the term loan in connection with the amendment, of which $25.2 million went to pay off the
outstanding balance. The term loans bear interest at Turtle Beach's option at (i) the Adjusted Base Rate plus the
applicable margin ranging from 2.50% to 3.25% as determined by Turtle Beach’s total leverage ratio, or
(i) LIBOR, plus the applicable margin ranging from 3.50% to 4.25%. The Applicable Base Rate is equal to the
highest of (1) the Prime Rate as determined by the syndication agent, (b) Federal Funds Rate plus 0.5% and
(c) the LIBOR rate plus 1%. As of September 28, 2013 the interest rates on the term loans was 5.75%. As of
December 31, 2012, the interest rate on the term loan was 5.5%. Interest is due, at Turtle Beach’s option, every
30, 60 or 90 days. The term loans have scheduled quarterly principal repayments of $3.8 million, due on the last
day of each quarter, commencing on December 29, 2012. Commencing in 2013, the term loans will be reduced
by an amount equal to 50% of the excess cash flows, as defined in the Loan and Security Agreement, for the
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fiscal year ended December 31, 2012 and for each fiscal year thereafter; however, this payment was not required
for the 2012 fiscal year.

For the nine month period ended September 28, 2013 and year ended December 31, 2012, Turtle Beach
made principal payments of $17.5 million and $28.9 million, respectively.

A summary of the transaction and the amendments with financial institations is as follows (in millions):

October 2010 Debt Outstanding: Loan and Security Agreement

PrOCeeds .o $ 28.0
Principal paymients 2000 . .. o i e e (2.8)
Balance December 31, 2000 . oo $25.2
Principal PaymISNIS . . .. oot et e e $ (2.9
August 2012 Loan and Security Agreement Amendment

PrOCREUS . e e e 45.0

Payment of outstanding balance ... .. .. . L e (25.2)
Principal payments on amended term foan . ... ... L L e 0.9
Balance December 31, 200 . .. e $41.2
PrnciPal PAVIMENIS .« ottt it e it e e e e (7.5)
Proceeds from Subordinated NOEES . . . oL e (10.0y
Balance September 28, 2003 L . . e e $23.7

Revolving Line of Credir

In August 2011, the Loan and Security Agreement was amended and restated with various financial
institations to include a $15.0 million revolving line of credit. In August 2012, the Loan and Security Agreement
was amended and restated to increase the borrowing capacity on the revolving line of credit to $55.0 million. As
part of the amendment, the outstanding balance of $10.0 million was paid off. During the year ended
December 31, 2012, subsequent to the amendment Turtle Beach drew down $38.0 million on the revolving line
of eredit. The maturity date on the revolving line of credit was amended to August 22, 2015. The revolving line
of credit is subject to limitations based on specific percentages of eligible accounts receivables and inventory and
bears interest at Turtle Beach’s option at (i) the Adjusted Base Rate plus the applicable margin ranging from
2.50% to 3.25 % as determined by the Company’s total leverage ratio, or (i1} LIBOR, plus the applicable margin
ranging from 3.50% to 4.25 %. The Applicable Base Rate is equal to the highest of (1) the Prime Rate as
determined by the syndication agent, (b) Federal Funds Rate plus 0.5% and (c) the LIBOR rate plus 1%. As of
September 28, 2013, the interest rates on the revolving loans were 5.75% and 6.50%. As of December 31, 2012,
the interest rates on the revolving loans were 5.5% to 6.25%. Interest is due, at Turtle Beach’s option, every 30,
60 or 90 days. Turtle Beach is also required to pay a quarterly commitment fee of up to 0.50% per annum on the
urtused portion of the revolving line of credit.
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For the nine month period ended September 28, 2013 and year ended December 31, 2012, Turtle Beach
made principal payments of $33 million and $27 million, respectively.

A summary of the transaction and the amendments is as follows (in millions):

Loan and Security Agreement: Revolving Line of Credit

20 PIOCEEAS . vttt e e e s ‘EN}ZQ
Balance December 31, 2000 L. i e e $12.0
2012 Amendment

2002 PIOCEEAS ot ittt it e e e e e e $ 48.0

2012 payoff of prior balance . .. .. ... . . e e (10.0)
Payments on amended revVolVer ... ... L s (17.0)
Balance December 31, 200 e e e $ 23.0
Py IS« L i e e e e e e e e (33.1)
PrOCEEdS o i e e e 303
Balance September 28, 20013 . .. . e $ 30.2
Other Facilities

Under the terms of the Loan and Security Agreement (as amended and restated), Turtle Beach can also draw
down on a swing loan commitinent of up to $5.0 million. In addition, Turtle Beach can arrange for certain letters
of credit with a maxinaum amount of $5.0 million. Any borrowings against these facilities reduce the amount
available pursuant to the revolving line of credit. As of September 28, 2013 and December 31, 2012, Turtle
Beach has not drawn any amounts on the swing loan. At September 28, 2013 and December 31, 2012 and 2011,
Turtle Beach had drawn $0.2 million, $0.2 million and $0.1 million under the letter of credit facility.

Covenants

Outstanding boarrowings on the Loan and Security Agreement (as amended and restated) are secured by
substantially all of the assets of Turtle Beach and pledges of certain shares in Turtle Beach's subsidiary. The
Loan and Security Agreement (as amended and restated) contains certain affirmative and negative covenants to
which Turtle Beach must comply. Turtle Beach is also required to comply with the minimum total fixed charge
coverage ratio (defined as the ratio of EBITDA minus capital expenditures 1o the sum of income taxes paid or
payable, interest paid, scheduled payments of principal on indebtedness, as well as Founder Earn-out payments
made during the period); maximum total leverage ratio (defined as the ratio of total debt outstanding to
EBITDA); and maximum amount of capital expenditures that can be incurred during a fiscal year.

Turtle Beach was not in compliance with the fixed charge coverage ratio as of June 30, 2013 and
December 31, 2012 and obtained waivers of the compliance issues from its lenders. However, in July and
August 2013, Turtle Beach entered into two amendments to the Loan and Security Agreement (collectively the
“2013 Amendments”) that waived the default of the fixed charge coverage ratio for those periods. In addition, the
2013 Amendments provided for (1) a minimum EBITDA financial covenant which required that EBITDA for the
12 month period ended June 30, 2013 not be less than $37.0 million, (i1) modification of the total fixed charge
coverage ratio for periods ending September 28, 2013 through maturity, (i) modification of the maximum total
leverage ratio for the periods ending September 28, 2013 through maturity, and (iv) modification of the anmual
clean-down requirements of the revolving line of credit to provide for an increase in the eligible amount
outstanding.

In addition, the 2013 Amendments increased the interest rate on the outstanding term loan by 0.25% to
0.75% and also required Tartle Beach to issue at teast $10.0 million, but not more than $15.0 million, in
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Subordinated Notes on or before Angust 30, 2013 to reduce the outstanding borrowings on the term loan. On
August 30, 2013, Turtle Beach issued $10.0 million of Subordinated Notes to certain affiliated investors,
including the Stripes Group and the Chief Executive Officer of Turtle Beach, the proceeds of which were applied
against the outstanding balance of the term loan. The Subordinated Notes bear interest at a rate of (i) 10% per
anmum for the first year and (i1) 20% per anmam for all periods thereafter, with interest accruing and being added
to the principal amount of the Subordinated Notes quarterly. The Subordinated Notes will mature on the one year
anniversary after the maturity of Turtle Beach’s term loan and revolving line of credit.

Series B redeemable preferred stock

In September of 2010, Turtle Beach issued 1,000,000 shares of its Series B redeemable preferred stock with
a fair value of $12.4 million. Turtle Beach is required to redeem the Series B preferred stock on the earlier to
occur of September 28, 2030, and the occurrence of a liquidation event at its original issue price of $12.425371
per share plus any accrued but unpaid dividends. The redemption value was $13.4 million and $12.7 million as of
September 28, 2013 and December 31, 2012.

Turtle Beach believes that its current cash and cash equivalents, and the amounts available under its loan
and security agreement and its cash flows derived from operations will be sufficient to meet its anticipated cash
needs for working capital and capital expenditures for at least the next 12 months. Turtle Beach may explore
additional financing sources to fund expansion, to respond to competitive pressures, to acquire or to mvest in
complementary products, businesses or technologies, or to lower its cost of capital, which could include equity
and debt financings. Turtle Beach cannot guarantee that any additional financing will be available on acceptable
terms, if at all. If Turtle Beach raises additional funds through the issuance of equity or convertible debt Turtle
Beach’s existing stockholders could suffer significant dilution, and if it raises additional funds through the
issuance of debt securities or other borrowings, these securities or borrowings would have rights senior to
common stock and could contain covenants that could restrict operations.

Critical Accounting Policies

Turtle Beach’s consolidated financial statements are prepared in accordance with generally accepted
accounting principles in the United States and include its accounts and the accounts of its wholly-owned
subsidiaries. The preparation of these consolidated financial statements requires management to make estimates,
assumptions and judgments that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements, and the reported amounts of revenue and expenses
during the applicable periods. Turtle Beach management bases its estimates, assumptions and judgments on
historical experience and on various other factors that it believes to be reasonable under the circumstances.
Different assumptions and judgments would change the estimates used in the preparation of Turtle Beacly’s
consolidated financial statements, which, in turn, could change the results from those reported. Turtle Beach
management evaluates its estimates, assumptions and judgments on an ongoing basis.

The critical accounting estimates, assumptions and judgments that Turtle Beach management believes to
have the most significant impact on the consolidated financial statements are described below.

Revenue Recognition

Net revenue consists primarily of revenue from the sale of gaming headsets and accessories to wholesalers,
retailers and to a lesser extent, on-line customers. Turtle Beach recognizes revenue when persuasive evidence of
an arrangement exists, delivery has occurred, the sales price is fixed or determinable, and collection is reasonably
assured. Product is considered delivered to the customer once it has been shipped and title and risk of loss have
been transferred. Net revenue for on-line purchases is recognized when products are shipped from Turtle Beach’s
distribution facilities.

Provisions for sales discounts, product retums and price adjustments are recorded as a reduction of revenue.
These revenue reductions are established by Turtle Beach based upon its management’s best estimates at the time

-142-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043683
244 - 151

AA 1382



of sale following the historical trend, adjusted to reflect known changes in the factors that impact such reserves
and allowances, and the terms of agreements with customers.

Inventory Valuation

Turtle Beach records a write-down for products which are in excess of anticipated demand or net realizable
value. Turtle Beach performs a detailed review of inventory each period that considers multiple factors including
demand forecasts, product life cycle status, product development plans, and current sales levels. The demand for
Turtle Beach’s products could be negatively affected by many factors such as upanticipated changes in consumer
preferences, weakening economic conditions and reduced consumer confidence in the retail market. If future
demand or market conditions for Turtle Beach’s products are less favorable than forecasted or if unforeseen
technological changes negatively impact the utility of inventory, Turtle Beach may be required to record
additional write-downs, which would adversely affect its results of operations in the period when the write-
downs were recorded.

Impairment of Long-Lived Assets

The carrying amounts of Turtle Beach’s long-lived assets, including property and equipment and intangible
assets subject to depreciation and amortization are periodically reviewed for impairment whenever events or
changes in circumstances indicate that the carrying value of these assets may not be recoverable or that the useful
life is shorter than Turtle Beach had originally estimated. The assumptions and estimates used to determine
future values and remaining useful lives of long-lived assets are complex and subjective. They can be affected by
various factors, including external factors such as industry and economic trends, and intemal factors such as
changes in Turtle Beach’s business strategy and forecasts.

Recoverability of these assets is measured by comparison of the carrying amount of each asset to the future
wdiscounted cash flows the asset is expected to generate over their remaining lives. If the asset is considered to
be impaired, the amount of any impairment is measured as the difference between the carrying value and the fair
value of the impaired asset. If the useful life is shorter than originally estimated, Turtle Beach is required to
accelerate the rate of amortization by amortizing the remaining carrying value over the new shorter useful life.

No impairment of any long-lived assets was identified for the years ended December 31, 2010, 2011 and
2012 and for the nine months ended September 29, 2012 and September 28, 2013.

Stack-Based Compensation

Compensation expense related to stock option grants made to employees is calculated based on the fair
value of all of the stock-based awards on the date of grant, net of estimated forfeitures. Turtle Beach determines
the grant-date fair value of stock-based awards using the Black-Scholes option-pricing model, and the related
stock-based compensation is recognized on a straight-line basis over the period in which an employee is required
to provide service in exchange for the stock-based award, which is generally four years.

In determining the fair value of stock-based awards, Turtle Beach uses the Black-Scholes option-pricing
model and the assumptions discussed below. Each of these inputs is subjective and generally requires significant
judgment to determine.

Expected Term — The expected term represents the period that Turtle Beach’s stock-based awards are
expecied to be outstanding. Turtle Beach estimates the expected term for its equity incentive grants based on a
study of several unrelated public peer companies within Turtle Beach’s industry that it considers to be
comparable to its business and historical data on employee exercises and post-vesting employment termination
behavior taking into account the contractual life of the award.

Risk-Free Interest Rate — The risk-free interest rate is based on the interest yield in effect at the date of grant
for zero coupon U.S. Treasury notes with maturities approximately equal to the option’s expected term.
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Expected Volatility — Since Turtle Beach does not have a trading history for its common stock, the expected
volatility was derived from the historical stock volatilities of several vnrelated public companies within Turtle
Beach’s industry that are considered to be comparable to its business over a period equivalent to the expected
term of the stock option.

Dividend Rate — The expected dividend was assumed to be zero as Turtle Beach’s credit agreement
prohibits the payment of dividends. Thus, a zero dividend vield is assumed in the stock option fair value
computations.

The estimated grant-date fair value of all Turtle Beach’s stock-based awards was calculated based on the
assumptions given in the table below:

Nine Months Ended Year Ended December 31,
September 28, September 29,
2013 2012 2012 2011
{(Unaudited)
Expected term (in yearsy ..... 6.0 N/A 6.0 6.0
Risk-free interestrate ...... .. 1.0% - 1.1% N/A 08%-1.1% 1.5% - 2.4%
Expected volatility .. ........ 50.4% - 50.5% N/A 50.5% - 51.1% 51.2% -52.4%
Dividendrate .............. 0% N/A 0% 0%

During the vear ended December 31, 2010, Turtle Beach did not grant stock-based awards.

In addition to the Black-Scholes assumptions noted in the table, the Turtle Beach also estimates a forfeiture
rate for its stock-based awards. Turtle Beach estimates its forfeiture rate based on an analysis of its actual
forfeitures based on actual forfeiture experience, analysis of employee turnover behavior and other factors. The
impact from any forfeiture rate adjustment would be recognized in full in the period of adjustment and if the
actual number of future forfeitures differs from the estimates, Turtle Beach might be required to record
adjustments to stock-based compensation in future periods.

Turtle Beach continues to use judgment in evaluating the expected term, expected volatility and forfeiture
rate related to #ts stock-based compensation calculations on a prospeciive basis. As Turtle Beach conlinues to
accumulate additional data related to its common stock, Turtle Beach may make refinements to the estimates of
expected terms, expected volatility and forfeiture rates that could materially impact its futare stock-based
compensation.

Styaificant Factors Used in Determining Fair Value of Our Common Stock

The fair value of the common stock that underlies the stock options has historically been determined by
Turtle Beach’s board of directors, with recommendations by management, based upon information available to it
at the time of grant. Information regarding the stock options granted subsequent to January 1, 2013, is
summarized as follows.

Exercise
Number of Stock Price Per Fair Value Per Share Aggregate Grant
Grant Date Options Granted Share of Common Stock Pate Fair Value (1)
(In thousands)
April 1, 2013 1,025,000 $2.01 $2.26 $257
May 20, 2013 150,000 2.01 2.26 38

() Turtle Beach determined the aggregate grant date fair value using the Black-Scholes option-pricing model.

Because there has been no public market for the Turtle Beach’s common stock, the board of directors has
determined the fair value of its common stock based on an analysis of relevant metrics, including the following:

« rights, preferences and privileges of Turtle Beach’s convertible preferred stock relarive to those of
common stock;
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»  Turtle Beach’s actual operating and financing performance;

s an estimated enterprise value determined by applying a consistent multiple to Turtle Beach’s earnings
before interest, taxes, depreciation and amortization, or EBITDA;

» industry imformation such as market size and growth including the market performance of a
comparable group of privately held companies that are in a stage of development similar to Turtle
Beach; and

« the option grants involve illiquid securities in a private company.

Historically, Turtle Beach did not obtain contemporaneous valuations prepared by an unrelated valuation
specialist at the time of each stock option issuance because it believed its management possessed the requisite
valuation expertise to prepare a reasonable estimate of the fair value of the interests at the time of each issuance.
Subsequent to the issuance of these awards, Turtle Beach obtained valuation studies from an independent third-
party valuation firm to reassess the fair value of the common stock undertying Turtle Beach’s stock-based awards
used to calculate the related stock-based compensation for financial reporting purposes. In performing its
valuation analysis, the valuation firm engaged in discussions with Turtle Beach management, reviewed corporate
agreements and analyzed historical and forecasted financial statements. In addition, these valuation studies were
based on a number of assumptions, including industry, market and other conditions that could reasonably be
evaluated at the time of the valuation. Specifically, the valuation studies considered two approaches to determine
the enterprise value of Tartle Beach’s business: the market approach and the income approach. The exercise
prices of the stock options were not changed as a result of the valuations.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred income tax assets and
liabilities are established for temporary differences between the financial reporting basis and the tax basis of our
assets and liabilities at tax rates expected to be in effect when such assets or liabilities are realized or settled.
Deferred income tax assets are reduced by valuation allowances when necessary.

Assessing whether deferred tax assets are realizable requires significant judgment. Turtle Beach considers
all available positive and negative evidence, including historical operating performance and expectations of
future operating performance. The ultimate realization of deferred tax assets is often dependent upon future
taxable income and therefore can be uncertain. To the extent Turtle Beach believes it is more likely than not that
all or some portion of the asset will not be realized, valuation allowances are established against its deferred tax
assets, which increase income tax expense in the period when such a determination is made.

Income taxes include the largest amount of tax benefit for an uncertain tax position that is more likely than not
to be sustained upon andit based on the technical merits of the tax position. Settlements with tax authorities, the
expiration of statutes of limitations for particular tax positions, or obtaining new information on particular tax
positions may cause a change to the effective tax rate. Turtle Beach recognizes accrued interest and penalties related
to unrecognized tax benefits in the provision for income taxes on the consolidated statements of operations.

Recent Accounting Pronouncemenis

Refer to Note 2 (Summary of Significant Accounting Policies) to the consolidated financial statements
included as Annex D to this proxy statement for additional information.

Off-Balance Sheet Arrangements

Off balance sheet arrangements are transactions, agreements, or other contractual arrangements with an
unconsolidated entity for which Turtle Beach has an obligation to the entity that is not recorded in the
consolidated financial statements. Turtle Beach does not have any significant off-balance sheet arrangements.
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Refer to Note 9 (Commitments and Contingencies) to the consolidated financial statements included as
Annex D to this proxy statement for additional information.

Contractual Obligations

Turtle Beach’s principal commitments primarily consist of obligations for minimum payment commitments
to leases for office space, Turtle Beach’s term loan and revolving line of credit and purchase commitments to its
contract manufacturers. As of December 31, 2012, the future non-cancelable minimum payments under these
commitments were as follows:

Payments Due by Period
(i thousands)

L.ess Than i-3 3.5 More Than
Total One Year Years Y ears Five Years
Contractual Obligations: (1)
Operating lease obligations (2) $ 4010 $ 731 $ 1,230 $1.119 % 930
Series B Preferred stock (3) 51,928 — — — 51,928
Principal payments on long term debt (4) 74,250 48,000 26250 @ -
Interest and fees on long term debt (4) 3.197 1.856 1,341 — —
Purchase Commitments (5) 8,400 8,400 — — —
Total $141,785  $58,987 $28,821 $1,119  $52.858

(1) Contractual obligations exclude tax liabilities of $1.5 million related to uncertain tax positions because
Turtle Beach is unable to make a reasonably reliable estimate of the timing of settlement, if any, of these
future payments.

(2) Operating lease agreements represent Turtle Beach’s obligations to make payments under non-cancelable
lease agreements for its facilities.

(3) In October 2010, Turtle Beach issued shares of its Series B preferred stock. If the Series B preferred stock is
still cutstanding as of October 2030, Turtle Beach will be required to redeem the shares for an aggregate of
$51.9 million, which is comprised of the aggregate purchase price of $12.4 million plus cumulative
preferred dividends of 8.0% per annum of $39.5 million.

@) Debt obligations include $33.0 million and $41.3 million in principal on Turtle Beach’s revolving line of
credit and term joan. Interest expense is calculated through the maturity date of the debt obligations based
on the interest rate in effect on December 31, 2012. On August 30, 2013, Turtle Beach issued $10.0 million
of Subordinated Notes to certain aftiliated investors, including the Stripes Group and the Chief Executive
Officer of Turtle Beach, the proceeds of which were applied against the outstanding balance of the term
loan: this indebtedness is not reflected in the table.

(5) Purchase commitments are contractual obligations to purchase inventory from Turtle Beach’s vendors in
advance of anticipated sales. As of September 28, 2013, Turtle Beach has non-cancelable purchase
commitments of $28.5 million.

Quantitative and Qualitative Disclosures about Market Risk

Turtle Beach is exposed to market risks in the ordinary course of its business. Market risk represents the risk
of loss that may impact its financial position due to adverse changes in financial market prices and rates. Turtle
Beach’s market risk exposure is primarily a result of fluctuations in interest rates and foreign currency exchange
rates and inflation.

Interest Rate Risk

Turtle Beach is exposed to market risk due to the possibility of changing interest rates under its credit
facilities. Tts 2012 credit facility is comprised of a term loan and a revolving credit agreement with maturity dates
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of August 22, 2015. At the end of fiscal 2012, Turtle Beach’s total debt was comprised of a term loan of

$41.3 million and a revolving credit line of $33.0 million. A hypothetical 10% increase in borrowing rates at the
end of fiscal 2012 would have resulted in an $0.4 million annual increase in interest expense on the existing
principal balances.

Foreign Currency Exchange Risk

Turtle Beach operates in international markets, which exposes it to market risk associated with foreign
currency exchange rate fluctuations between the U.S. Dollar and various foreign currencies, the most significant
of which is the British Pound. Historically, the majority of Turtle Beach’s revenue contracts are denominated in
U.S. Dollars, with the most significant exception being Europe, where Turtle Beach invoices primarily in British
Pound. Turtle Beach’s expenses are generally denominated in the currencies in which operations are located,
which is primarily in the U.S. and United Kingdom. The consolidated results of operations and cash flow are,
therefore, subject to fluctuations due to changes m foreign currency exchange rates and may be adversely
affected in the future due to changes in foreign exchange rates. The effect of a hypothetical 10% change in
foreign currency exchanges rates applicable to its business would not have a material impact on its consolidated
financial statements.

To date, Turtle Beach has used derivative financial instraments, specifically foreign currency forward and
option contracts, to manage exposure to foreign currency risks, by hedging a portion of its forecasted expenses
denominated in British Pounds expected to occur within a vear. The effect of exchange rate changes on foreign
currency forward and option contracts is expected to offset the effect of exchange rate changes on the underlying
hedged itemn. The Company does not use derivative financial instruments for speculative or trading purposes,

Inflation Risk

Turtle Beach is exposed to market risk due to the possibility of inflation, such as increases in the cost of its
products costs. Although Turtle Beach does not believe that inflation has had 2 material impact on its financial
position or results of operations to date, a high rate of inflation in the future may have an adverse effect on the
Company’s ability to maintain current levels of gross margin and selling, general and administrative expenses as
a percentage of net revenue if the selling prices of products do not increase with these increased costs.
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MANAGEMENT OF PARAMETRIC FOLLOWING THE MERGER
Arrangements Relating to Parametric’s Executive Officers and Directors

The following Parametric directors and executive officers have submitted. or are anticipated to submit prior
to the closing of the merger, letters of resignation from each of the positions set forth opposite their respective
names below to Parametric, contingent and effective upon the completion of the merger:

James A. Barnes Chief Financial Officer, Treasurer and Secretary
James L. Honore Director

Robert M. Kaplan, Ph.D.  Director

Elwood G. Nomris Director and President

Kenneth J. Potashner Executive Chairman

Immediately after the effective time of the merger, the remaining directors on the Parametric Board (Messrs.
Potashner and Wolte) will canse the number of directors comprising the Parametric Board to be increased to nine,
and will appoint to the Parametric Board five individuals identified by Turtle Beach, one of whom will be
Parametric’s chief executive officer after the closing of the merger, and two of whom will be independent directors
and eligible to serve on the audit committee (including one audit committee financial expert) under NASDAQ and
SEC rules, to fill five of the seven resulting vacancies. As a result, immediately following the effective time of the
merger, the Parametric Board will consist of five directors identified by Turtle Beach, two directors identified by
Parametric and two vacancies.

Expected Directors and Execcutive Officers of Parametric Following the Merger

The following table lists the names and ages as of October [, 2013, and positions of the individuals who are
expected to serve as executive officers and directors of Parametric following completion of the merger:

Name igf m
Juergen Stark 47  Director, Chief Executive Officer and President
Kenneth A. Fox 43 Director
Ronald Doomink 59  Director
Kenneth F. Potashner 55 Director
Andrew Wolfe, Ph.D. 50  Director
John Hanson 56  Chief Financial Officer. Treasurer and Secretary

As of the date of this proxy statement, Turtle Beach has not yet determined whom it will designate to serve
as the independent directors on the Parametric Board, and Parametric and Turtle Beach have not yet determined
who the other executive officers. if any, of Parametric will be following completion of the merger.

Juergen Stark. Immediately after the effective time of the merger, Mr. Stark will be Parametric’s Chief
Executive Officer, as well as a member of the Parametric Board, and has served as Chief Executive Officer of
VTB since September 2012. Before joining Turtle Beach, Mr. Stark spent over eight years in senior management
positions with Motorola Inc. and Motorola Mobility Holdings, Inc. with responsibilities for hardware and
software businesses in the consumer, enterprise, and government sectors. From January 2011 to June 2012,

Mr. Stark served as Chief Operating Officer of Motorola Mobility after having previously served as Senior Vice
President and Chief Operating Officer. Mobile Devices, for Motorola from Augnst 2010 until the spinoff of
Motorola Mobility in January 2011. Prior to that, Mr. Stark served as Motorola’s Corporate Vice President,
Mobile Devices Business Operations, Corporate Vice President, Product Management, Feature and Mass Market
Phones, and Corporate Vice President, General Manager of Windows Mobile Products, from January 2009 to
July 2010, November 2008 to January 2009, and August 2007 to October 2008, respectively. Prior to joining
Motorola, Mr. Stark served as Chief Executive Officer of Centerpost Corporation, a technology company he co-
founded. Since September 2012 Mr. Stark has served as a director of Turtle Beach. Mr. Stark received his B.S. in
Aerospace Engineering from University of Michigan and his M.B.A. from Harvard Business School.
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Mr. Stark’s perspective and business experience in consumer and enterprise hardware and software
businesses, as well as the depth of his operating and senior management experience, provide him with the
qualifications and skills to serve as a director.

Kenneth A. Fox. Mr. Fox founded Stripes Group, LLC in February 2003 and has served as the Managing
General Partmer of Stripes Group since that time. Prior to forming Stripes Group, Mr. Fox co-founded Internet
Capital Group in 1995 and served as Managing Director until June 2002. Mr. Fox currently serves on the board
of directors of Kareo Inc., eMarketer, Inc., Stella & Chewy’s LLC, Turtle Beach and Sandata Technologies,
LLC, and also serves as a board observer at Seamless Noith America, LL.C. Within the past five years Mr. Fox
has also served on the board of directors of NetQuote, Inc. and Folica Inc. Mr. Fox received his B.S. in
Economics from Pennsylvania State University.

Mr. Fox’s perspective and business experience as an entrepreneur and investor, as well as the depth of his
operating and senior management experience, provide him with the qualifications and skills to serve as a director.

Ronald Doornink. Since May 2006, Mr. Doomink has served as an Operating Partner of Stripes Group,
LLC. Prior to joining Stripes, Mr. Doornink served as President of Activision, Inc. from 1998 to 2006, and
served in other senior management and advisory roles with Activision and Activision-Blizzard, Inc. through July
2012. Mr. Doornink has also held senior management positions with Erasmus Equity [nvestments, which he also
founded, Hunt-Wesson Snack Food, a division of ConAgra Foods, Inc., and the Procter & Gamble Company.
Mr. Doornink has served on the board of directors of Turtle Beach since October 2010, including as executive
chairman of Turtle Beach from October 2010 to September 2012, and served as a board member of Activision
from May 2003 to July 2008. Mr. Doornink currently serves as an advisory board member of Jawfish Games
Ine., a position he has held since February 2013, and as a member of the Board of Overseers of Columbia
Business School and the board of directors of the Prevent Cancer Foundation, positions he has held since
February 2013 and October 2010, respectively. Mr. Doomink holds an undergraduate degree in Economics from
Hogere Economische School of Arnhem in the Netherlands and an M.B.A. from Columbia University.

Mr. Doomink’s perspective and business experience in the branded consumer product and consumer
technology marketplaces, as well as his many years of senior executive experience, provide him with the
qualifications and skills to serve as a director.

Kenneth F. Potashner. Mr. Potashner was appointed a director of Parametric in December 2011 and
Executive Chairman of Parametric in March 2012. He has served as Chairman of Newport Corporation since
2007 after being elected to the Board of Directors in 1998. From May 2003 to the present, he has been an
independent investor in and advisor to technology companies. From 1996 to May 2003, he was Chairman of the
Board of Directors of Maxwell Technologies, Inc., a manufacturer of ultracapacitors, microelectronics and high
voltage capacitors, and he also served as President and Chief Executive Officer from 1996 to October 1998.
From November 1998 to August 2002, he was President, Chief Executive Officer and Chairman of SONICblue
Incorporated (formerly 83 Incorporated), a supplier of digital media appliances and services. He was Executive
Vice President and General Manager of Disk Drive Operations for Conner Peripherals, a manufacturer of storage
systems, from 1994 to 1996. From 1991 to 1994, he was Vice President, Worldwide Product Engineering for
Quantum Corporation, a manufacturer of disk drives. From 1981 to 1991, he held various engineering
management positions with Digital Equipment Corporation, a manufacturer of computers and peripherals,
culminating with the position of Vice President of Worldwide Product Engineering in 1991. Mr. Potashner also
serves on the boards of directors of several private companies. Mr. Potashner received his bachelor’s degree in
electrical engineering at Lafayette College in 1979 and a masters’ degree in electrical engineering from Southern
Methodist University in 1981,

Mr. Potashner brings extensive experience in the management and operation of technology companies
qualifying him to guide Parametric’s business strategy in an increasingly complex business environment and
qualifying him for service on the Parametric Board.
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Andrew Wolfe, Ph.D. Dr. Wolfe was appointed a director of Parametric in February 2012. He founded
Wolfe Consulting in 2002 and serves as a technology and intellectual property consultant in the conswner
electronics, computer, and semiconductor industries. He works with Global 500 corporations and technology
startups in developing product strategy, new product technology, and intellectnal property strategy. He also
testifies and serves as a consulting expert for intellectual property (IP) and other technology-related litigation
matters. Dr. Wolfe was Chief Technology Officer for SONICblue, Inc. (formerly $3, Inc.) from 1999 to 2002 and
also served as Senior Vice President of Business Development from 2001-2002. He served as a Consulting
Professor at Stanford University from 1999 to 2002 and an Assistant Professor at Princeton University from 1991
to 1997. Dr. Wolfe obtained a B.S.E.E. in Electrical Engineering and Computer Science from The John Hopkins
University in 1985, a M.S. in Electrical and Computer Engineering in 1987 and a Ph.D. in Computer Engineering
m 1992 both from Carnegie Mellon University.

Dr. Wolfe’s extensive 1P and licensing experience qualifies him for service on the Parametric Board.

John Hanson. Immediately after the effective time of the merger, Mr. Hanson will be Parametric’s Chief
Financial Officer and has served as Chief Financial Officer of V1B since September 2013. Before joining Turtle
Beach, Mr. Hanson served as Executive Vice President and Chief Financial Officer of Dialogic, Inc., a global
telecommunications network appliance and software business, from September 2011 to June 2013, From April
2008 to April 2011, Mr. Hanson served as Chief Financial Officer for OneCommunications Corp., a Jocal
exchange carrier located in Boston, Massachusetts. Mr. Hanson has also previously served as the Chief Financial
Officer for Worldport Communications, Inc., Millenninm Rail, Inc., and Wace USA, Inc., and in other senior
financial positions with Motorola, Inc. and Ameritech, Inc. Mr. Hanson has a master’s degree in management
from Northwestern University I.L. Kellogg Graduate School of Business and bachelor’s degree in commerce
with an accounting major from DePaul University. He is a CPA (inactive) in Ihinois and an adjunct professor at
the Lake Forest Graduate School of Management.

Controlled Company

Upon completion of the merger, it is anticipated that Parametric will be a “controlled company”™ under
NASDAQ rules. A “controlied company” under NASDAQ) rules is a listed company more than 50 percent of the
voting power of which is held by an individual, a group or another company (and which clects to be treated as a
“controlled company”). Pursuant to the voting provisions contained in the Stockholder Agreement described
below, certain stockholders of VIBH will constitute a group controlling more than 50% of the voting power of
Parametric’s voting stock. As a “controlled company,” Parametric will be permitted to, and intends to, opt out of
certain NASDAQ rules that would otherwise require (1) a majority of the members of the Parametric Board to be
independent, (ii) that the compensation committee of Parametric be compiised entirely of independent directors,
and (i) that Parametric establish a nominating and governance committee comprised entirely of independent
directors, or otherwise ensure that director nominees are determined or recommended to the Parametric Board by
the independent members of the Parametric Board. Parametric does not intend to opt out of other NASDAQ
listing requirements even though it may be entitled to do so as a “controlled company.”

Stockholder Agreement

Concurrently with the execution of the merger agreement, Parametric and certain stockholders of VTBH
(including all holders of VIBH common stock and Series A Preferred Stock), referred to as the “VIBH
stockholders,” entered into a Stockholder Agreement, referred to as the “Stockholder Agreement,” pursuant to
which the VTBH stockholders agreed to certain restrictions and other provisions with respect to the VIBH
capital stock currently held by them and the shares of Parametric common stock that will be issued to them
pursuant to the merger agreement, collectively referred to as the “merger shares.”

Lock-Up Restriction; Written Consents. Under the Stockholder Agreement, the VTBH stockholders have
agreed to a lock-up whereby they will not sell or otherwise transfer the merger shares for a period of six months
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following the closing of the merger, subject to certain exceptions. The VIBH stockholders also agreed to execute
a written consent of stockholders in favor of the merger concurrently with the execution of the Stockholder
Agreement.

Registration Rights. Pursuant to the Stockholder Agreement, from and after the closing of the merger, the
VTBH stockholders are entitled to certain registration rights covering the merger shares, including customary
piggyback registration rights for all VTBH stockholders and demand registration rights for 8G VTB Holdings,
LLC, referred to as “SG VTIB.” The Stockholder Agreement also includes customary indemnification and
expense reimbursement obligations in connection with registrations of merger shares conducted pursnant to the
Stockholder Agreement.

Controlled Comparny; Voting Agreement. Pursuant to the Stockholder Agreement, the VTBH stockholders
have also agreed, effective as of the closing of the merger, to the formation of a group, referred to as the
“Stockholder Group,” for purposes of the Exchange Act. The VTBH stockholders provided these block voting
covenants to cause Parametric to qualify as a “controlled company” under NASDAQ rules following the closing
of the merger. Furthermore, the VTBH stockholders agreed, effective from and after the closing of the merger, to
vote their merger shares to ensure that SG VTB has the right to designate seven directors to the Parametric Board
(including the Chief Executive Officer of Parametric and two independent directors) so Jong as SG VTB and its
affiliates collectively beneficially own at least 10% of the outstanding capital stock of Parametric. The VIBH
stockholders” obligations with respect to the formation of the Stockholder Group and the voting requirements
referred to above with respect to the Parametric Board terminate upon the first to occur of (i) the failure of the
Stockholder Group to hold shares representing an aggregate of at least 50.1% of the voting power of Parametric
and (ii} termination by the mutual agreement of Parametric and the Stockholder Group.

Termination. Most of the provisions of the Stockholder Agreement will terminate upon the earlier of (i) the
dissolution of Parametric (unless Parametric continues to exist after such dissolution as a limited liability
company or in another form, whether incorporated in Delaware or another jurisdiction), (it) the consummation of
a disposition of shares by SG VTB and its affiliates that would have the effect of transferring to a person or group
that is not an affiliate of SG VTB or a portfolio company of one or more SG VTB affiliates a number of shares of
Parametric common stock such that, following the consummation of such disposition, such person or group
possesses the voting power to elect a majority of the Parametric Board (whether by merger, consolidation, sale or
transfer of common stock or otherwise), or a majority of the board of directors (or similar body) of any successor
entity, and (iii) the termination of the merger agreement; provided however, that (a) for so long as SG VIB and
its atfiliates collectively own any merger shares, the registration rights set forth in the Stockholder Agreement
will not terminate without the prior written consent of SG VTB unless the Stockholder Agreement is terminated
prior to the closing of the merger, and (b) the indemnification provisions with respect to the registration rights in
the Stockholder Agreement survive any termination of the Stockholder Agreement.

Birector Independence

Immediately following the effective time of the merger. the Parametric Board will consist of five directors
identified by Turtle Beach, two directors identified by Parametric and two vacancies. Three of these directors
will qualify as “independent directors” under NASDAQ listing rules (including Dr. Wolfe). As of the date of this
proxy statement, VTBH has not yet determined whom it will designate to serve as independent directors on the
Parametric Board.

Beard Committees of Parametric Following the Merger

Following the merger, the Parametric Board will have three standing committees: the audit committee, the
compensation committee, and the nominating and corporate governance committee.
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Audit Commitice

The primary purpose of the audit committee is to assist the Parametric Board in the oversight of the integrity
of its accounting and financial reporting process, the audits of its consolidated financial statements, and its
compliance with legal and regulatory requirements. The functions of the audit committee include, among other
things:

« hiring Parametric’s independent registered public accounting firm to conduct the annual audit of
Parametric’s consolidated financial statements and monitoring its independence and performance;

= reviewing and approving the planned scope of the annual audit and the results of the annual audit;

« pre-approving all audit services and permissible non-audit services provided by Parametric’s
independent registered public accounting firm;

» reviewing the significant accounting and reporting principles to understand their impact on
Parametric’s consolidated financial statements:

» reviewing Parametric’s internal financial, operating and accounting controls with management and
Parametric’s independent registered public accounting firm;

» reviewing with management and Parametric’s independent registered public accounting firm, as
appropriate, Parametric’s financial reports, earnings announcements and its compliance with legal and
regulatory requirements;

« establishing procedures for the treatment of complaints received by Parametric regarding accounting,
internal accounting controls or auditing matters and confidential submissions by Parametric’s
employees of concerns regarding questionable accounting or anditing matters;

e reviewing and approving related-party transactions: and

= reviewing and evaluating, at least annually, Parametric’s audit committee’s charter.

It is anticipated that the Parametric Board will identify three directors to serve as members of the audit
committee (including Dr. Wolfe), including at least one director who will also qualify as an “audit committee
financial expert,” as that term is defined under the SEC rules implementing Section 407 of the Sarbanes-Oxley
Act. The Parametric Board will undertake a review of the independence of these directors and determine that
they are independent under NASDAQ mules and meet the additional tests for independence for audit committee
members imposed by Exchange Act Rule 10A-3 and NASDAQ rules.

Compensation Commitiee

The primary purpose of the compensation committee is to assist the Parametric Board in exercising its
responsibilities relating to compensation of Parametric’s executive officers and employees and to administer
Parametric’s equity compensation and other benefit plans. In carrying out these responsibilities, the committee
will review all components of executive officer and employee compensation for consistency with its
compensation philosophy, as in effect from time to time. The functions of the compensation committee will
include, among other things:

« designing and implementing competitive compensation policies to attract and retain key personnel;
2 8

+ reviewing and formulating policy and determining the compensation of Parametric’s executive officers
and emplovees;

= reviewing and recommending to the Parametric Board the compensation of the directors;

s administering Parametric’s equity incentive plans and granting equity awards to employees and
directors under these plans;

+ if required from time to time, reviewing with management Parametric’s disclosures under the caption
“Compensation Discussion and Analysis” and recommending to the full board its inclusion in
Parametric’s periodic reports to be filed with the SEC;
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» if required from time to time, preparing the report of the compensation committee to be included in
Parametric’s annual proxy statement;

s engaging compensation consultants or other advisors it deems appropriate to assist with its duties; and

¢ reviewing and evaluating, at least annually, Parametric’s compensation committee’s charter.

It is anticipated that, after the effective time of the merger, Mr. Doomink will serve on the compensation
conunittee along with two additional independent directors identified by the Parametric Board.

Nominating and Corporate Governance Conunitice

The primary purpose of the nominating and corporate governance committee will be to assist the Parametric
Board in promoting the best interest of Parametric and its stockholders through the implementation of sound
corporate governance principles and practices. The functions of the nominating and corporate governance
committee will include, among other things:

= identifying, reviewing and evaluating candidates to serve on the Parametric Board;
» determining the minimum gualifications for service on the Parametric Board;

« developing and recommending to the Parametric Board an annual self-evaluation process for the
Parametric Board and overseeing the annual self-evaluation process;

» developing, as appropriate, a set of corporate governance principles, and reviewing and recommending
to the Parametric Board any changes to such principles; and

e periodically reviewing and evaluating the nominating and corporate governance comunittee’s charter.

It is anticipated that, after the effective time of the merger, Messrs. Doornink and Fox will serve on the
nominating and corporate governance committee, along with one independent director identified by the
Parametric Board.

Expected Compensation of Parametric’s Executive Officers and Directors Following the Merger

It is anticipated that the compensation of the executive officers and directors of Parametric following
completion of the merger will be determined by the Parametric Board in consultation with the compensation
committee of the Parametric Board, as described above under the heading “Compensation Committee.” The
executive officers and non-employee directors of Parametric will be eligible to receive compensation under the
Parametric 2013 Stock-Based Incentive Plan, and executive officers of Parametric will be eligible to receive
compensation under the Parametric Annual Incentive Bonus Plan, subject to the approval of each of those plans
by the stockholders of Parametric. The 2013 Stock-Based Incentive Plan is described in the “Proposal 4 -
Approval of the 2013 Stock-Based Incentive Compensation Plan™ section of this proxy statement, and the Annual
Incentive Bonus Plan is described in the “Proposal 5 — Approval of the Annual Incentive Bonus Plan” section of
this proxy statement.

Offer Letter — Juergen Stark

Mr. Stark currently serves as Chief Executive Officer of Turtle Beach on the terms set forth in an offer letter
dated August 13, 2012 and, following completion of the merger, Mr. Stark will also serve as Chief Executive
Officer and President of Parametric. Mr. Stark currently receives an annual base salary of $535,000 and is
eligible to pasticipate in VTB’s bonus plan with a target bonus of $321,000.

If VTB terminates Mr. Stark’s employment without “cause” or if Mr. Stark terminates his employment with
“good reason” (as these terms are defined in his offer letter and summarized below), in each case, other than
following an “approved sale” (as such term is defined in the Stockholders Agreement, dated January 7, 2011, by
and among VTBH and certain of its stockholders and summarized below), VTB has agreed to pay Mr. Stark
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severance consisting of a continuation of his then-current base salary, as well as healthcare continuation benefits,
for a period of six months following such termination and a pro-rated portion of his target bonus for the year in
which such termination occurs. If such termination occurs following an “approved sale,” VTB has agreed to pay
Mr. Stark (i) a lump sum payment equal to his then-camrent annual base salary, (i1) healthcare continuation
benefits for a period of one year following such termination and (iit) a pro-rata portion of his target bonus for the
year in which such termination occurs. “Cause” is defined to include a conviction or liability for a felony, an act
of fraud, misappropriation or embezzlement, and, unless cured by Mr. Stark within 30 days following notice
thereof from VTB, any of the following: a material breach by Mr. Stark of the terms of his offer letter, willful
misconduct or gross negligence, or a willful failure by M. Stark to carry out his responsibilities. “Good reason”
is defined to include a material reduction in Mr. Stark(s title, duties or responsibilities, a material breach by VTB
of the terms of Mr. Stark’s offer letter, or a material reduction in Mr. Stark’s base salary or target bonus
opportunity; in each case, unless cured by V1B within 30 days following notice thereof from M. Stark.
“Approved sale” 1s defined to include (i) the sale by SG VTB Holdings, LLC of not less than S50% of its shares of
VTB stock, calculated on a fully diluted basis, to a third party in a bona fide sale or (ii) the approval of a sale of
VTB, whether by merger, consolidation, sale of outstanding shares, sale of all or substantially all of its assets or
otherwise.

Stock Award Agreement — Juergen Stark

Pursuant to a stock option award agreement with VIBH, Mr. Stark was granted an option to purchase
6,730,448 shares of VTBH common stock under the VTB Holdimgs, Inc. 2011 Equity Incentive Plan with an
exercise price of $2.01 per share. One-quarter of the shares granted under the option vested on September 4,
2013, the first anniversary of the grant date, and, subject to Mr. Stark’s continued employment with Turtle Beach
on the applicable vesting date, the remainder vest ratably each month as of the first day of each month until the
fourth anniversary of the grant date. As of October 1, 2013, approximately 1,682,612 of such shares had vested.
The weatiment of VTBH equity-based awards in connection with the merger is described in the “Proposal 1 — The
Merger Proposal — Treatment of VIBH Equity-Based Awards in the Merger” and “Proposal 4 — Approval of the
2013 Stock-Based Incentive Compensation Plan” sections of this proxy statement.

Offer Letter — john Hanson

Mr. Hanson currently serves as Chief Financial Officer of Turtle Beach on the terms set forth in an offer
letter dated September 16, 2013 and, following completion of the merger, Mr. Hanson will also serve as Chief
Financial Officer, Treasurer and Secretary of Parametric. Mr. Hanson currently receives an annual base salary of
$350,000 and is eligible for a target performance bonus of 40% of his base salary (increasing to 50% of base
salary once Mr. Hanson has completed his planned relocation to New York or San Diego). For 2013, Mr. Hanson
will be entitled to a pro-rated bonus based on 100% of his target bonus amount for 2013.

Under the offer letter, on the 30 day following completion of the merger, Mr. Hanson will receive a stock
option grant of the number of shares of Parametric common stock that 700,000 shares of VIBH common stock
would have converted into pursuant to the merger agreement had they been outstanding at the effective time of
the merger. The treatment of VTBH equity-based awards in connection with the merger is described in the
“Proposal 1 — The Merger Proposal — Treatment of VIBH Equity-Based Awards in the Merger” and
“Proposal 4 — Approval of the 2013 Stock-Based Icentive Compensation Plan™ sections of this proxy statement.
The strike price will equal the closing price of Parametric common stock on the trading day prior to the date of
the grant. One-quarter of the shares granted will vest on September 23, 2014, with the remainder vesting ratably
each month over the following three year period. As of October 1, 2013, none of such shares had vested.

In the event that Mr. Hanson’s employment is terminated by VTB without cause (including following a
change in control of Turtle Beach), he will be entitled to continuation of his armual salary for a period of
six months. In addition, if Mr. Hanson's employment is terminated by VTB without cause or by Mr. Hanson for
“good reason,” he will be entitled to a pro-rated bonus for the vear of termination based upon the average
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percentage of the applicable target bonuses received by the management team. For purposes of Mr. Hanson’s
offer letter. “good reason” means a material diminution in responsibilities; relocation more than 35 miles from
San Diego, California or Valhalla, New York; or any material breach of the offer letter by VTB.

Certain Relationships and Related Transactions Involving Turtle Beach and its Affiliates
Subordinated Notes

On Aungust 30, 2013, VITBH issued $10.0 million of subordinated notes, referred to as the “Subordinated
Notes,” to certain affiliated investors, as described in the table below. The Subordinated Notes bear interest at a
rate of (i) 10% per annum for the first year and (it) 20% per annum for all periods thereafter, with mterest
accruing and being added to the principal amount of the Subordinated Notes quarterly. Principal and interest on
the Subordinated Notes are due upon maturity of the Subordinated Notes, which shall occuor on the one year
anniversary of the later of (3} the term loan maturity date under Turtle Beach’s credit facility of August 22, 2015
or (ii) the revolving line of credit termination date of August 22, 2015. The proceeds from the Subordinated
Notes were used to repay an equivalent portion of VIBH’s outstanding term foans. The investors in the
Subordinated Notes were the following:

Original Principal
Investor Amount Qutstanding
Juergen Stark (1) $500,000
Doornink Revocable Living Trust dated
December 17, 1996, as amended (2) $1.003,025
3G VTB Holdings, LLC (3) :]>8/§~9€f975
Total $10,000,000

(1) Mr. Stark is the chief executive officer and a director of Turtle Beach. At the effective time of the merger,
Mr. Stark will become the Chief Executive Officer and President of Parametric and a director of Parametric.

(2) Ronald Doornink, a director of Turtle Beach, is the trustee of the Doomnink Revocable Living Trust. At the
effective time of the merger. Mr. Doornink will become a director of Parametric.

(3} SG VTB is the holder of 42,889,555 shares of Series A Preferred Stock of VIBH, representing a 44.61%
ownership interest on a fully-diluted basis. At the effective time of the merger, the shares of VIBH capital
stock held of record by SG VTB will convert into shares of Parametric common stock as described in the
“Proposal 1 — The Merger Proposal - Treatment of VIBH Capital Stock in the Merger” section of this
proxy statement. SG VTB is an affiliate of Stripes Group, LLC. Kenneth A. Fox is the founder and
managing general partner of Stripes Group and a director of Turtle Beach. Mr. Doornink is an operating
partner of Stripes Group, and is a director of Turtle Beach. At the effective time of the merger, Mr. Fox and
Mr. Doornink will become directors of Parametric.

Comparison of Stockholder Rights Before and After the Merger

As Parametric is not a constituent entity to the merger under Nevada law — as described elsewhere in this
proxy statement, the parties to the merger are VIBH and Merger Sub — there will be no changes to the rights of
Parametric’s stockholders under the Nevada Revised Statutes or Parametric’s articles of incorporation or bylaws
as a result of the merger.
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PROPOSAL 4 - APPROVAL OF THE 2013 STOCK-BASED INCENTIVE COMPENSATION PLAN

The Parametric Board is asking Parametric’s stockholders to vote on a proposal to approve the Parametric
Sound Corporation 2013 Stock-Based Incentive Compensation Plan (referred to as the “Stock Plan™). Following
the consummation of the merger, Parametiic intends to grant stock-based mcentive compensation to eligible
employees, directors and consultants pursuant to the Stock Plan. Upon the adoption and effectiveness of the
Stock Plan, Parametric will not grant any new options under its 2010 Stock Option Plan or 1ts 2012 Stock Option
Plan (together, and in each case as amended, the “Prior Plans™); provided that options currently outstanding
under the Prior Plans will continue to be subject to the applicable terms of the Prior Plans and the applicable
award agreements. The Stock Plan will become effective when, and only when, (i) the stockholders have
approved the Stock Plan, (i1) the stockholders have approved the merger proposal and (iii) the merger has been
copsummated. The general purpose of the Stock Plan is to assist Parametric, its subsidiaries and affiliates in
attracting and retaining key employees, consultants and non-employee directors by offering them a greater stake
in Parametric’s success and a closer identity with it and by encouraging ownership of Parametric’s stock by such
service providers. The Stock Plan will accomplish these goals by allowing eligible employees and consultants of
Parametric, its subsidiartes and affiliates and non-employee members of the Parametric Board to receive awards
of common stock, deferred stock, restricted stock, restricted stock units, stock options or stock appreciation rights
(referred to as “SARs”™).

Following the consummation of the merger, Parametric will assume the VTB Holdings, Inc. 2011 Equity
Incentive Plan (referred to as the “VTB Stock Plan”) and the options previously granted thereunder. The options
previously granted pursuant to the VTB Stock Plan will continue to be subject to the terms of the VIB Stock
Plan and the applicable award agreements, provided that outstanding options granted under the VTB Stock Plan
will be exercisable for Parametric common stock. Following the consummation of the merger, there will be no
further awards granted under the VTB Stock Plan.

The Stock Plan will be administered by a committee appointed by the Parametric Board (referred to as the
“Plan Committee’”). None of the members of the Plan Committee will receive additional compensation for
administering the Stock Plan. The total mumber of shares of Parametric common stock that are being authorized
for grant under the Stock Plan is 2,250,000 (subject to adjustments for stock splits, stock dividends and the like),
plus the shares that were authorized to be granted but have not been issued under the Prior Plans. The total
number of new shares authorized for grant under the Stock Plan is anticipated to equal, as of the effective date of
the merger, approximately 6% of Parametric’s outstanding shares after giving effect to the issuance of shares o
VTBH stockholders contemplated by the merger agreement. No individual employee may be granted more than
450,000 shares under the Stock Plan during any calendar year.

Basis for Parametric Board's Adoption of the Stock Plan. The Parametric Board’s purpose in adopting the
Stock Plan was to ensure the longevity, effectiveness and administrative flexibility of the long-term equity
incentive component of Parametric’s executive compensation program. Prior to adopting the Stock Plan, the
Parametric Board and compensation committee considered the various aspects of the Stock Plan, including the
number of shares authorized under the Stock Plan, the cost of issuing additional shares, the impact of share
dilution on cur existing stockholders and the central role of equity-based incentive compensation in Parametric’s
executive compensation program. Additionally, the Parametric Board seeks approval of the Stock Plan from the
stockholders to make grants of equity-based awards to participants in the VTB Stock Plan (who will become
eligible to participate in the Stock Plan following the consummation of the merger).

The Stock Plan is intended to give Parameltric the flexibility to grant common stock, deferred stock,
restricted stock, stock options, restricted stock units and SARs (referred to collectively as “Awards™) over the
next several years to its employees, consultants and non-employee directors. In determining the number of shares
to authorize under the Stock Plan, the Parametric Board considered the number of shares remaining for issuance
under the Prior Plans as well as historic grant rates. As a result of the merger, Parametric will have an increased
number of employees who will be eligible to participate in the Stock Plan and therefore anticipates making
carresponding increases in the agpregate annual number of shares subject to awards.
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Based on the foregoing considerations, the Parametric Board concluded that it is in the best interests of
Parametric and its stockholders for its stockholders to approve the Stock Plan. The Parametnc Board determined
that the costs to Parametric’s stockholders of approving the Stock Plan would be outweighed by the benefits to be
achieved by appropriately compensated and motivated employees. If the Stock Plan is approved, the Parametric
Board and the Compensation Committee will continue to monitor and evaluate the benefits and risks to
Parametric and its stockholders in granting the shares available for issuance under the Stock Plan.

Best Practices. The Stock Plan was designed to include a number of provisions that Parametric believes will
reinforce the alignment between the interests of the participants i the Stock Plan and those of Parametric’s
stockholders. These provisions include, but are not limited to, the following:

»  No Discounted Options or SARs. Stock options and SARs may not be granted with exercise prices lower
than the fair market value of the underlying shares on the grant date.

«  No Re-pricing, Replacement or Repurchase without Stockholder Approval. Parametric may not re-price,
replace or repurchase any stock option, SAR or other Award without stockholder approval.

¢ No Liberal Share Recveling. If any shares subject to an Award are retained or reacquired by Parametric in
payment of an exercise price or satisfaction of a withholding or other tax obligation in connection with any
Award, such shares shall not be made available for future Awards under the Stock Plan. SARs to be settled
in shares are counted in full against the number of shares available for award under the Stock Plan,
regardless of the number of shares issued upon settlement of the SAR.

*  Clawback. Awards granted under the Stock Plan are subject to mandatory repayment by the participant
pursuant to the terms of any applicable “clawback’ or recoupment policy set forth in the participant’s
Award agreement or as required by applicable faw.

«  No Dividends on Unvested Awards. The Stock Plan does not permit the payment or accrual of dividends on
unvested Awards.

*  No Transferability. No Award may be transferred, assigned, pledged or encambered by a participant except
pursuant to the laws of descent and distribution or as approved by the Plan Committee for estate planning
purposes.

e No Evergreen Provision. There is no “evergreen” feature pursuant to which the shares authorized for
issuance under the Stock Plan can be automatically replenished.

*  No Automatic Grants. The Stock Plan does not provide for “reload” or other automatic grants to
participants.

*  No Tax Gross-Ups. The Stock Plan does not provide for any tax gross-ups to participants.

¢ Code Section 162(m). The Stock Plan is designed to allow the granting of Awards that can satisfy the
requirements for “qualified performance-based compensation” within the meaning of Section 162(m) of the
Code, subject to the approval of the Stock Plan by Parametric’s stockholders. Awards that satisfy these
requirements are not subject to the $1 million limit on deductibility applicable to compensation paid to
certain of Parametric’s executives.

Summary of the Stock Plan
The following general description of certain features of the Stock Plan is qualified in its entirety by
reference to the Stock Plan that is attached as Annex E to this proxy statement.

Share Reserve and Limitations. The Stock Plan reserves an aggregate of 2,250,000 shares of Parametric
common stock for issnance pursuant to the Stock Plan, plus the number of shares that were authorized but
unissued under the Prior Plans. The maximum number of shares of Parametric common stock available for
awards that may be granted to an individual participant doring a single year is 450,000.
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Eligibility. All employees and consultants of Parametric, its subsidiaries and affiliates and all non-employee
members of Parametric’s Board are eligible to receive awards under the Stock Plan. As of the date of this proxy
statement, we anticipate that following completion of the merger there will be approximately 130 employees,
five consultants and six non-emplovee members of the Parametric Board eligible to receive awards under the
Stock Plan.

Administration. The Stock Plan will be administered by the Plan Committee, as described above. The Plan
Committee will have the power to: (i) select the employees, consultants and non-employee directors who will
receive awards pursuant to the Stock Plan; (i1) determine the type or types of awards to be granted to each
participant; (iii) determine the number of shares of common stock to which an award will relate, the terms and
conditions of any award granted under the Stock Plan, including, but not limited to, restrictions as to vesting,
transferability or forfeiture, exercisability or settfement of an award and waivers or accelerations thereof, and
waivers of or modifications to performance conditions relating to an award, based in each case on such
considerations as the committee shall determine, and all other matters to be determined in connection with an
award; (iv) determine whether, to what extent, and under what circumstances an award may be canceled,
forfeited, or surrendered; (v) determine whether, and to certify that, the performance goals to which the
settlement of an award is subject are satisfied; (vi) correct any defect or supply any omission or reconcile any
mconsistency in the Stock Plan, and adopt, amend and rescind such rules and regulations as, in its opinion. may
be advisable in the administration of the Stock Plan; (vii) determine the effect, if any, of a change in control of
Parametric upon outstanding awards; and (viii) construe and interpret the Stock Plan and make all other
determinations as it may deem necessary or advisable for the administration of the Stock Plan. The Plan
Committee may delegate some or all of its powers to any executive officer of our company or any other person,
other than its authority to grant awards to certain specified executives.

Types of Awards. Awards that can be granted under the Stock Plan include common stock, deferred stock,
restricted stock, restricted stock units (referred to as “RSUs™), stock options and SARs.

Common Stock. In a common stock award, a participant receives a grant of shares of Parametric common
stock that are not subject to any restrictions on transfer or other vesting conditions. Upon the grant date, the
participant will have all of the customary rights of a stockholder with respect to such shares, including the right
to vote such shares and to receive dividends with respect to such shares.

Deferred Siock. In a deferred stock award, Parametric agrees to deliver, subject to certain conditions, a fixed
number of shares of Parametric common stock to the participant at the end of a specified deferral period or
periods. During such period or periods, the participant will have no rights as a stockholder with respect to any
such shares. No dividends will be paid with respect to shares of deferred stock during the applicable deferral
period, and the participant will have no future right to any dividend paid during such period.

Restricted Stock. In a restricted stock award, a participant receives a grant of shares of Parametric common
stock that are subject to certain restrictions, including forfeiture of such stock upon the happening of certain
events. During the restriction period, holders of restricted stock will have the right 1o vote the shares of restricted
stock. No dividends will be paid with respect to shares of restricted stock during the applicable restriction period,
and the participant shall have no future right to any dividend paid during such period.

Restricted Stock Urits. An RSU is a grant of the right to receive a payment in Parametric common stock or
cash, or in a combination thereof, equal to the fair market value of a share of our common stock on the expiration
of the applicable restriction period or periods. During such period or periods, the participant will have no rights
as a stockholder with respect to any such shares. No dividends will be paid with respect to shares underlying an
RSU during the applicable restriction period, and the participant will have no future right to any dividend paid
during such period.

Stock Options. Stock options granted under the Stock Plan may be either incentive stock options or non-
qualified stock options. The exercise price of an option shall be determined by the Plan Committee, but must be
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at least 100% of the fair market value of Parametric common stock on the date of the grant. If the participant
owns, directly or indirectly, shares constituting more than 10% of the total combined voting power of all classes
of stock of our company, the exercise price of an incentive stock option must be at least 110% of the fair market
value of a share of common stock on the date the incentive stock option is granted.

Stock Appreciation Rights. A grant of a SAR entitles the holder to receive, upon exercise of the SAR, the
excess of the fair market valoe of one share of Parametric common stock on the date of exercise over the grant
price of the SAR as determined by the Plan Comumittee. The grant price of a SAR may never be less than 100%
of the fair market value of a share of common stock on the date of grant.

Performance Goals. In the discretion of the Plan Committee, any award may be granted subject to
performance goals that must be met by the end of a period specified by the Plan Committee, but that are
substantially uncertain to be met before the grant of the award, and that must be based upon one or more of the
following as they relate to our company, our subsidiaries or affiliates, or any business unit or department thereof:
(1) stock price, (ii) market share, (iii) sales, (iv) earnings per share, (v) diluted earnings per share, (vi) diluted net
mcome per share, (vii) return on stockholder equity, (viii) costs, (ix) cash flow, (x) return on total assets,

(xi) return on capital or invested capital, (xii) return on net assets, (Xiii) operating income, (Xiv) net income,

(xv) earnings (or net income) before interest, taxes, depreciation and amortization, (Xvi) improvements in capital
structure, (xvii) gross, operating or other margins, (xvii) budget and expense management, (xix) productivity
ratios, (xx) working capital targets, (xxi) enterprise value, (xxii) safety record, (xxiit) completion of acquisitions
or business expansion (xxiv} economic value added or other value added measurements, (xXXv) expense targets,
(xxvi) operating efficiency, (xxvii) regulatory body approvals for commercialization of products ,

(xxviii) implementation or completion of critical projects or related milestones, (xxix)} quality control,

(xxx) supply chain achievements and (xxxi) marketing and distribution of products. The committee may structure
awards to qualify for the exemption for performance-based compensation to the limitations on the deductibility
of compensation in excess of $1,000.000 paid to certain of our executive officers under Section 162(m) of the
Code; however, the Plan Comumnittee retains the discretion to grant awards that are not fully deductible under
Section 162(m) of the Code. Performance goals with respect to awards that are not intended to constitute
qualified performance-based compensation under Section 162(m) of the Code may be based on one or more of
the preceding measures or any other measure that the Plan Committee may determine i its sole discretion.
Performance goals may be measured absolutely or relative to an index or peer group.

Effects of a Change in Control. Upon the occurrence of a change in control of Parametric following the
date of the consummation of the merger, the Plan Committee may, in its discretion: (1) fully vest any or all
awards; (i) determine whether all applicable performance goals have been achieved and the applicable level of
performance; (iti) cancel any outstanding awards in exchange for a cash payment of an amount, but not less than
zero, equal to the difference between the then fair market value of the award less the exercise or base price of the
award; (iv) after having given the participant a chance to exercise any vested outstanding options or SARs,
terminate any or all of the participant’s unexercised options or SARs; (v) where Parametric is not the surviving
corporation after a change in control, cause the surviving corporation to assume or replace all outstanding awards
with comparable awards; or (vi} take such other action as the Plan Committee shall determine appropriate.

Effects of Certain Corporate Transactions. In the event of a stock dividend, recapitalization, forward or
reverse stock split, reorganization, division, merger, consolidation, spin-off, combination, repurchase or share
exchange, extraordinary or unusual cash distribution or other corporate transaction or event that affects our
common stock, the Plan Committee shall make equitable adjustments in (i) the number and kind of shares of
common stock which may thereafier be issued in connection with awards, (ii) the number and kind of shares of
common stock issuable in respect of outstanding awards, (iii} the aggregate number and kind of shares of
common stock available under the Stock Plan, and (iv) the exercise or grant price relating to any award, or if
deemed appropriate, the Plan Committee may also make provision for a cash payment with respect to any
outstanding award.
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Actions Reguiring Stockholder Approval. The Parametric Board must obtain stockholder approval in order
to take any action that would (i) increase the number of shares subject to the Stock Plan, except for adjustinents
upon changes in capitalization; (ii) result in the re-pricing, replacement or repurchase of any option, SAR or
other award; or (iii) be required to be submitted for stockholder approval under any federal or state law or
regulation or NASDAQ listing rules.

Clawback. Any award granted under the Stock Plan, mcluding a common stock award, will be subject to
mandatory repayment by the participant to Parametric pursuant to the terms of any company “clawback” or
recoupment policy that is directly applicable to the Stock Plan and set forth in an award agreement or as required
by law to be applicable to the participant.

Transfer Restrictions. No award or other right or interest of a participant under the Stock Plan may be
assigned or transferred for any reason during the participant’s lifetime. other than to Parametric or any subsidiary
or affiliate, and any attempt to do so shall be void and the relevant award shall be forfeited. Notwithstanding the
foregoing, the Plan Committee may grant awards, other than incentive stock options, that are transferable by the
participant during his or her lifetime, but only to the extent specifically provided in the award agreement entered
into with such participant. No incentive stock option shall be transferable other than by will or the laws of
descent and distribution.

Effective Date. The Stock Plan shall become effective when, and only when, (i) the stockholders have
approved the Stock Plan, (i1} the stockholders have approved the merger proposal and (iii) the merger has been
consummated.

Certain Federal Income Tax Considerations

The following discussion is a summary of certain federal income tax considerations that may be relevant to
participants in the Stock Plan. The discussion is for general informational purposes onfy and does not purport to
address specific federal income tax considerations that may apply to a participant based on his or her particular
circumstances, nor does it address state or local income tax or other tax considerations that may be relevant to a
participant.

Common Stock. Upon the grant of an award of common stock, a participant will recognize ordinary income
equal to the difference between the amount paid, if any, for such common stock and the fair market value of such
common stock on the grant date, and, subject to Section 162{m) of the Code, Parametric will be entitled to a
carresponding deduction. The participant’s tax basis in such shares of common stock will equal the fair market
value of such shares on the grant date. Upon sale of such shares of common stock, the participant will recognize
short-term or long-term capital gain or loss, depending upon whether at the time of sale the shares have been held
for more than one year following the grant date. Such gain or loss will be equal to the difference between the
amount realized upon the sale of the shares and the tax basis of the shares in the participant’s hands.

Deferred Stock. A participant recognizes 10 taxable income and Parametric is not entitled to a deduction
when deferred stock is awarded. When the deferral period for the award ends and the participant receives shares
of Parametric common stock, the participant will recognize ordinary income equal to the fair market value of the
shares at that time, and, subject to Section 162(m) of the Code, Parametric will be entitled to a corresponding
deduction. A participant’s tax basis in shares of common stock received at the end of a deferral period will be
equal to the fair market value of such shares when the participant receives them. Upon sale of the shares, the
participant will recognize short-term or long-term capital gain or loss, depending upon whether at the time of sale
the shares have been held for more than one year fofllowing the end of the deferral period. Such gain or loss will
be equal to the difference between the amount realized upon the sale of the shares and the tax basis of the shares
i the participant’s hands.

Restricted Stock. Restricted stock received pursuant to Awards will be considered subject to a substantial
risk of forfeiture for federal income tax purposes. If a participant who receives restricted stock does not make the
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election described below, the participant recognizes no taxable income upon the receipt of restricted stock, and
Parametric 1s not entitled to a deduction at such time. When the forfeitare restrictions with respect to the
restricted stock lapse, the participant will recognize ordinary income equal to the fair market value of the shares
at that time, and, subject to Section 162(m) of the Code, Parametric will be entitled to a corresponding deduction.
A participant’s fax basis in restricted stock will be equal to the fair market value of such shares when the
forfeiture restrictions lapse, and the participant’s holding period for the shares will begin when the forfeiture
restrictions lapse. Upon a sale of shares of restricted stock, the participant will recognize short-term or long-term
gain or loss, depending upon whether at the time of sale the shares have been held for more than one year
following the lapse of the restrictions. Such gain or loss will be equal to the difference between the amount
realized upon the sale of the shares and the tax basis of the shares in the participant’s hands.

Participants receiving restricted stock may make an election under Section 83(b) of the Code with respect to
the shares. By making a Section 83(b) election, the participant elects to recognize compensation income with
respect to the shares when the shares are received rather than at the time the forfeiture restrictions lapse. The
amount of such compensation income will be equal to the fair market value of the shares when the participant
receives them (valued without taking the restrictions into account), and, subject to Section 162(m) of the Code,
Parametric will be entitled to a corresponding deduction at that time. By making a Section 83(b) election, the
participant will recognize no additional compensation income with respect to the shares when the forfeiture
restrictions lapse and will instead recognize gain or loss with respect to the shares when they are sold. The
participant’s tax basis in the shares with respect to which a Section 83(b) election is made will be equal to the fair
market value of such shares when received by the participant, and the participant’s holding period for such shares
begins at that fime. If, however, the shares are subsequently forfeited to Parametric, the participant will not be
entitled to claim a loss with respect to the shares to the extent of the income recognized by the participant upon
the making of the Section §3(b) election. To make a Section §3(b) election, a participant must file an appropriate
form of election with the Imernal Revenue Service and with Parametric, each within 30 days after shares of
restricted stock are received, and the participant must also attach a copy of the form of election to his or her
federal income tax retum for the year in which the shares are received.

Non-Qualified Options. A participant recognizes no taxable income and Parametric is not entitled to a
deduction when a non-qualified option is granted. Upon exercise of a non-qualified option, a participant will
recognize ordinary income equal to the excess of the fair market value of the shares received over the exercise
price of the non-qualified option, and Parametric will be entitled to a corresponding deduction. A participant’s
tax basis in the shares of common stock received upon exercise of a non-qualitied option will be equal to the fair
market value of such shares on the exercise date, and the participant’s holding period for such shares will begin
at that time. Upon sale of the shares of common stock received upon exercise of a non-qualified option, the
participant will recognize short-term or long-term capital gain or loss, depending vpon whether the shares have
been held for more than one year. The amount of such gain or loss will be equal to the difference between the
amount realized in connection with the sale of the shares and the participant’s tax basis in such shares.

Under the Stock Plan, payment of the exercise price with respect to non-gualified options may, with the
consent of the Plan Committee, be made in whole or in part with shares of common stock or restricted stock held
by the participant. Payment in common stock or restricted stock will be treated as a tax-free exchange of the
shares surrendered for an equivalent number of shares of common stock received, and the equivalent number of
shares received will have a tax basis equal to the tax basis of the suwrrendered shares. In the case of payment in
restricted stock, however, the equivalent number of shares of common stock received shall be subject to the same
risks of forfeiture or restrictions on transfer as those that applied to the restricted stock surrendered. The fair
market value of shares of common stock received in excess of the number of shares surrendered will be treated as
ordinary income, and such shares have a tax basis equal to their fair market value on the date of the exercise of
the non-qualified option.

Incentive Stock Options. A participant recognizes no taxable income and Parametric 18 not entitled to a
deduction when an incentive stock option is granted or exercised. Provided the participant meets the applicable
holding period requirements for the shares received upon exercise of an incentive stock option (two years from

-161-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043702
244 - 170
AA 1401



the date of grant and one year from the date of exercise), gain or loss recognized by a participant npon sale of the
shares received upon exercise will be a long-term capital gain or loss, and Parametric will not be entitled to a
deduction. If, however, the participant disposes of the shares before meeting the applicable holding period
requirements (a “disqualifying disposition™)}. the participant will recognize ordinary income at that time equal to
the excess of the fair market value of the shares on the exercise date over the exercise price of the incentive stock
option. Any amount recognized upon a disqualifying disposition in excess of the fair market value of the shares
on the exercise date of the incentive stock option will be treated as capital gain and will be treated as long-term
capital gain if the shares have been held for more than one year. If the sales price is less than the sum of the
exercise price of the incentive stock option and the amount included in ordinary income due to the disqualifying
disposition, this amount will be treated as a short-term or long-term capital loss, depending upon whether the
shares have been held for more than one year.

Under the Stock Plan, payment of the exercise price with respect to incentive stock options may. with the
consent of the Plan Committee, be made in whole or in part with shares of common stock or restricted stock held
by the participant. Such an exercise will be treated as a tax-free exchange of the shares of common stock or
restricted stock surrendered (assuming the surrender of the previously-owned shares does not constitute a
disqualifying disposition of those shares) for an equivalent number of shares of common stock received, and the
equivalent number of shares received will have a tax basis equal to the tax basis of the surrendered shares. In the
case of payment in restricted stock, however, the equivalent number of shares of common stock received shall be
subject to the same risks of forfeiture or restrictions on transfer as those that applied t the restricted stock
surrendered. Shares of commen stock received in excess of the number of shares surrendered will have a tax
bhasis of zero.

SARs. A participant recognizes no taxable income and Parametric is not entitled to a deduction when an
SAR is granted. Upon exercising an SAR, a participant will recognize ordinary income in an amount equal to the
cash or the fair market value of the shares received minus any amount paid for the shares, and, subject to
Section 162(m) of the Code, Parametric will be entitled to a commesponding deduction. A participant’s tax basis in
the shares of common stock received upon exercise of an SAR will be equal to the fair market value of such
shares on the exercise date, and the participant’s holding period for such shares will begin at that time.

Upon sale of the shares of common stock received upon exercise of a SAR, the participant will recognize
short-term or long-term capital gain or loss, depending upon whether the shares have been held for more than one
vear. The amount of such gain or loss will be equal to the difference between the amount realized in connection
with the sale of the shares and the participant’s tax basis in such shares.

Withholding. Parametic is entitled to deduct from the payment of any award (whether made in stock or in
cash) all applicable income and employment taxes required by federal, state, local or foreign law to be withheld
or may require the participant to pay such withholding taxes to Parametric as a condition of receiving pavment of
the award. Participants who are subject to Section 16 of the Securities Exchange Act of 1934 may, and the Plan
Committee may allow other participants to, satisfy his or her withholding obligations by directing the Parametric
to retain the number of shares necessary to satisfy the withholding obligation or by delivering shares held by the
participant to Parametric in an amount necessary to satisfy the withholding obligation.

New Plan Benefits

The benefits that will be awarded or paid under the Stock Plan are not carrently determinable. Awards
granted under the Stock Plan are within the discretion of the Plan Committee, and the Plan Committee has not
determined the number of future awards or who might receive them.

Equity Compensation Plan Information

On September 27, 2010, Parametric adopted the 2010 Stock Option Plan (the “2010 Plan™). The 2010 Plan
authorized the grant of options to purchase up to 600,000 shares of Parametric common stock to directors,
officers, employees and consultants. On December 29, 2011 the Parametric Board adopted, and stockholders
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subsequently approved, the 2012 Stock Option Plan (the “2012 Plan™) providing the Parametric Board with
authority to grant options to purchase up to 253,000 of the shares of common stock remaining available for
issuance under the 2010 Plan and up to an additional 600,000 shares of common stock. The 2012 Plan replaced
the 2010 Plan but awards previously granted under the 2010 Plan remain outstanding in accordance with their
terms. Any outstanding awards under the 2010 Plan that expire or terminate, other than through exercise or share
settlement, will also become eligible for grant under the 2012 Plan. In August 2012, the Parametric Board
approved, and stockholders subsequently approved, an amendment to the 2012 Plan, authorizing an additional
500,000 shares of common stock for issuance under the 2012 Plan. At September 30, 2013 there were

195,500 shares available to grant under the 2012 Plan, as amended.

The following table sets forth mformation as of September 30, 2013, with respect to compensation plans
(including individual compensation arrangeiments) under which our equity securities are authorized for issuance,
aggregated as follows:

Number of securities

Number of securities remaining available for
1o be issued upon Weighted-average  future issuance under equity
exercise of exercise price of compensation plans
outstanding options,  outstanding options, (excluding securities
warrants and rights warrants and rights reflected in colunin {a))
Plan Catlegory {a) [t} )
Equity compensation plans approved by security
holders 1,322,854 $5.43 195,500
Equity compensation plans not approved by
security holders 25.500(1) $9.25 —
Total 1,348 354 $5.51 195,500

(1) Represents inducement options granted in connection with employment.

Vote Required

Approval of Stock Plan requires the affirmative vote of a majority of the votes cast on the proposal,
excluding abstentions, at a meeting at which a quorum is present. Abstentions and broker non-votes will have no
effect on the outcome of the vote.

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE “FOR” THE APPROVAL OF

THE PARAMETRIC SOUND CORPORATION 2013 STOCK-BASED INCENTIVE COMPENSATION
PLAN

-163-

Craig-Hallum_Parametric_043704

244 -172

AA 1403



PROPOSAL 5 - APPROVAL OF THE ANNUAL INCENTIVE BONUS PLAN

The Parametric Board is asking Parametric’s stockholders to vote on the Parametric Scund Corporation
Annual Incentive Bonus Plan (referred to as the “Bonus Plan”). Following the consummation of the merger,
Parametric intends to pay annual cash bonuses to selected employees pursuant to the terms and conditions of the
Bonus Plan. The general purpose of the Bonus Plan is to benefit and advance Parametric’s interests by rewarding
selected employees of Parametric, its subsidiaries and affiliates for their contributions to Parametric’s financial
suceess, and to thereby motivate employees to continue to make contributions in the future by granting
performance-based cash awards that may be fully tax-deductible to Parametric. The Bonus Plan will become
effective when, and only when, (i) the stockholders have approved the Bonus Plan, (i1) the stockholders have
approved the merger proposal and (ii1) the merger has been consummated.

Background

Section 162(m) of the Code disallows a deduction to Parametric for any compensation paid to a “Covered
Employee” in excess of $1 million per year, subject to certain exceptions. In general, “Covered Employees”
include the chief executive officer and the three most highly compensated executive officers, other than the chief
financial officer, who are employed by Parametric at the end of the tax year. Among other exceptions, the
deduction limit does not apply to compensation that meets the specified requirements for “performance-based
compensation.” In general, those requirements nclude the establishment of objective performance goals for the
payment of such compensation by a comumittee of the Board composed solely of two or niore outside directors,
stockholder approval of the material terms of such compensation prior to payment, and certification by the
compensation committee of Parametric’s Board that the performance goals for the payment of such
compensation have been achieved.

The Parametric Board believes that it is in the best interests of Parametric and its stockholders to enhance
the ability of Parametric to attract and retain gualified personnel by providing annual and long-term incentive
compensation bonas awards, as well as to preserve the ability to pay compensation to “Covered Employees” that
would qualify as “performance-based compensation” under Section 162(m) of the Code. Notwithstanding the
foregoing, the Parametric Board reserves the right to pay compensation that is not fully deductible due to
apphication of Section 162(m) of the Code #f it determines in its discretion that the payment of such compensation
is in the interests of Parametric and its stockholders.

Summary of the Plan

The following general description of certain features of the Bonus Plan is qualified in its entirety by
reference to the Bonus Plan, a copy of which is attached to this proxy statement as Annex F. Capitalized terms
not otherwise defined in this summary have the meanings given to them in the Bonus Plan. The Bonus Plan will
permit incentive compensation bonus awards to be structured o qualify as “performance-based” compensation
under Section 162(m) of the Code.

Eligibility. All employees of Parametric, its subsidiaries and affiliates are eligible to participate in the Bonus
Plan. As of the date of this proxy statement, we anticipate that following completion of the merger there will be
approximately 130 employees eligible to participate in the Bonus Plan.

Administration. The Bonus Plan will be administered by the compensation committee or a subcommittee
thereof that will be composed of two or more non-employee directors who are “outside directors” within the
meaning of Section 162(1m) of the Internal Revenue Code of 1986, as amended, or the Code. The conmpensation
committee will have the authority to (i) select employees to participate in the Bonus Plan; (ii) establish and
administer the performance goals and the incentive bonus opportunities applicable to each participant and certify
whether the performance goals have been attained; (ii1) construe and interpret the Bonus Plan and any agreement
or mstrument entered into under or in connection with the Bonus Plan: (iv) establish, amend, and waive rules and
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regulations for the Bonus Plan’s administration; and (v) make all other determinations that may be necessary or
advisable for the administration of the Bonus Plan. Any determination by the comnpensation committee with
respect to the Bonus Plan will be final, binding and conclusive on all employees and participants, as well as
anyone claiming any rights under or through them.

Incentive Cash Bonus Opportunities. The Bonus Plan provides for the payment of incentive cash bonuses
based on the achievement of predetermined performance goals during a specified performance period. The
compensation committee may structure incentive bonuses to qualify for the exemption for performance-based
compensation to the limitations on the deductibility of compensation in excess of $1,000,000 paid to certaim of
our executive officers under Section 162(m) of the Code, which is referred to as a gualified incentive bomus;
however, the compensation committee retains the discretion to pay incentive bonuses that are not fully deductible
under Section 162(m) of the Code. The maximum aggregate amount of compensation that may be paid to a
participant in any fiscal year pursuant to a qualified incentive bonus is $1,000,000.

Performance Goals. All incentive bonuses granted under the Bonus Plan will be subject to performance
goals that must be met by the end of a performance period specified by the compensation committee, but that are
substantially uncertain to be met at the time such goals are established, and that must be based upon any one or
more of the following measures as they relate to our company, our subsidiaries or affiliates, or any business unit
or departinent thereof: (i) stock price, (i) market share, (iii) sales, (iv) earnings per share, (v) diluted carnings per
share, (vi) diluted net income per share, (vii) return on stockholder equity. (viit) costs, (ix) cash flow, (x) return
on total assets, (xi) yeturn on capital or invested capital, (xi1) return on net assets, (xiii) operating income,

(xiv) net income, (Xv) earnings (or net income) before interest, taxes, depreciation and amortization,

(xvi) improvements in capital structure, (Xvii) gross, operating or other margins, (xviit) budget and expense
management, (xix) productivity ratios, (xx) working capital targets, (xxi) enterprise value, (xxii) safety record,
(xxiii) completion of acquisitions or business expansion, (Xxiv) economic value added or other value added
measurements, (XxXv) expenses targets, (xxvi) operating efficiency, (xxvii) regulatory body approvals for
commerciafization of products, (xxviit) implementation or completion of critical projects or related milestones,
(xxix) quality control, (xxx) supply chain achievements and (xxxi) marketing and distribution of products.
Performance goals with respect to incentive bonuses that are not intended to be gualified incentive bonuses may
be based on one or more of the preceding measures or any other measure that the committee may determine in its
sole discretion. Performance goals may be measured absolutely or relative to an index or peer group.

Effects of Termination of Employment. The Bonus Plan gives the compensation committee the discretion
to accelerate the payment of incentive bonuses without regard to the satisfaction of the applicable performance
goals to participants who undergo a termination of employment, except in the case of qualified incentive
bonuses, which, unless such termination is due to the participant’s death or disability, may only be paid if the
applicable performance goals are satisfied.

Effects of a Change in Control and other Corporate Transactions. The Bonus Plan permits the
compensation committee to accelerate the payment of incentive bonuses (including qualified incentive bonuses)
upon the consummation of a change in control of Parametric without regard to the satisfaction of the applicable
performnance goals. In addition, in the event of specified corporate transactions involving Parametric, such as any
subdivision or combination or exchange of the outstanding shares of our common stock, stock dividend, stock
split, spin-off, split-off, recapitalization, capital reorgamization, liquidation, reclassification of shares of common
stock, merger, consolidation, extraordinary cash distribution or sale, lease or transfer of substantially all of our
assets, the compensation committee may make or provide for such adjustments in any performance goals
applicable to an incentive bonus as the compensation committee may determine to be appropriate in order to
prevent dilution or enlargement of the awards granted to participants under the Bonus Plan.

Clawback. All incentive bonuses paid or to be paid under the Bonus Plan are subject to rescission, cancellation
or recoupment, in whole or in part, under any current or future “clawback™ or similar policy of Parametric.
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Effective Date. The Bonus Plan will become effective when, and only when, (i) the stockholders have
approved the Bonus Plan, (i1) the stockholders have approved the merger proposal and (iii) the merger has been
consummated.

MNew Plan Benefits

Incentive bonuses that will be paid under the Bonus Plan are not currently determinable. Incentive bonus
opportunities under the Bonus Plan are within the discretion of the compensation committee, and the
compensation committee has not yet determined who will participant in the Bonus Plan or what the terms and
conditions of their incentive bonus opportunities under the Bonus Plan will be.

Vote Reguired

Approval of the Bonus Plan requires the affirmative vote of a majority of the votes cast on the proposal,
excluding abstentions, at a meeting at which a quorum is present. Abstentions and broker non-votes will have no
effect on the outcome of the vote.

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE “FOR” THE APPROVAL OF
THE PARAMETRIC SOUND CORPORATION ANNUAL INCENTIVE BONUS PLAN
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COMPENSATION OF PARAMETRIC EXECUTIVE OFFICERS AND DIRECTORS

Because stockholders are being asked to approve the Stock Plan and the Bonus Plan in Proposals 4 and 5,
respectively, we are required to include in this proxy statement the following information regarding the
compensation of Parametric’s executive officers and directors with respect to the fiscal year ended September 30,
2013,

Compensation of our Named Executive Officers

Our named executive officers for fiscal 2013, which consist of our principal executive officer and the two other
most highly compensated executive officers, were Kenneth F. Potashner, Elwood G. Norris and James A. Barnes.
The following tables and narratives address and explain the compensation provided to our named executive officers
in fiscal 2013. All figures below reflect our 1-for-5 reverse stock split which was effected on March 21, 2012.

Summary Compensation Table

The following table sets forth certain summary information with respect to the total compensation paid to
the named executive officers during our fiscal vears ended September 30, 2013 and 2012:

Option Al Other

Name and Principal Position Year Salary Bonus (31 Awards (4) Compensation Total

Kenneth F. Potashner, 2013 $350,000(1) $29,531 $ 251,312(5) — $ 630,843
Executive Chairman (PEQ) 2012 $204.167(1y $1.308,189(6) $127,000(9) $1,639.356

Elwood G. Norris, 2013 $162,0002) $11,391 $ 195465(7y $ 368,856
President (former Chief Executive 2012 $3141,0002) — — —_ 3 141,000
Officer)

James A. Barnes, 2013 $162,000¢2) $11,391 $ 153,579(8) — $ 326,970
CFO, Treasurer and Secretary (PFO) 2012 $126.0002)  — - e $ 126.000

(1) My. Potashner became an employee of Parametric and was appomted to serve as our Executive Chairman in
March 2012. In connection with his appointment as our Executive Chairman, effective March 2012 the
annual base salary of Mr. Potashner is $350.000.

(2) From November 2010 through March 2012, we accrued monthly payments of $10,000 for Mr. Norris (our
Chief Executive Officer from June 2010 until March 2012) and of $7,500 for Mr. Barnes (payable to
Sunrise Capital, Ioc., a company wholly-ownied by Mr. Barnes) for their services as executive officers
pursuant to arrangements agreed to in November 2010. These amounts were deferred and accroed without
interest through the date of Parametric’s March 2012 secondary offering. As of April 2012, the annual base
salaries for Messrs. Norris and Bames were each increased to $162,000. In connection with Parametric’s
March 2012 secondary offering, on March 27, 2012 a total of $80,000 of deferred base salary for Mr. Noiris
and $60.000 of deferred base salary for Mr. Barnes was paid by Parametric in shares of our common stock
at the offering price of $4.50 per share (17,778 and 13,333 shares issued to each of Messrs. Norris and
Bames, respectively) with the balance of $100,000 of deferred base salary for Mr. Norris and the balance of
$75,000 of deferred base salary for Mr. Barnes paid by Parametric in cash payments in March 2012.

(3) Represents bonuses paid in March 2013 for 2012 bonuses pussuant to the 2012 Cash Bonus Plan.

(4) Represents the aggregate grant date fair value, as determined under Financial Acconnting Standards Board
(FASB) Accounting Standards Codification (ASC) Topic 718, Stock Compensation, of all option awards
granted to the named executive officers during fiscal 2012. Fair value is calculated as of the grant date using a
Black-Scholes option-pricing model and market price at grant. The determination of the fair value of share-
based payment awards made on the date of grant is affected by our stock price as well as assumptions
regarding a number of complex and subjective variables. Our assumptions for option grants in 2012 in
determining fair value are described in Note 9 to our audited financial statements for the year ended
September 30, 2012. Our assumptions for option grants in 2013 include volatility of 88% (2012 — 91%), risk
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free interest rate of 0.41% (2012 — 1.00%), expected lives of 3.06 years (2012 — 4.76 years), dividends and
forfeitures of 0% for both years. The grant and expiration dates, exercise prices and vesting terms of the
options are described in footnotes (1) through (8) to the “Outstanding Equity Awards at Fiscal Year-End”
table below.

(5) Amount for 2013 is the fair value of 45,000 options granted in February 2013. Excludes any value for
options on 50 shares of Parametric’s subsidiary HHI subject to vesting conditions, as amended, not currently
considered probable. The fair value of these options on the grant date, assuming all performance conditions
were achieved, was $26,503. These options terminate upon closing of the merger with Turtle Beach.

(6) Amounts for 2012 include $22,131 as the fair value of 10,000 options granted for his service as a director in
December 2011 and $1,286,038 as the fair value of 410,000 opticns originally granted for his service as a
consultant in December 2011 with the reported value recomputed on assumptions including the then current
market price in March 2012 upon Mr. Potashner’s change in status from a consultant to an employee.
Excludes any value for 175,000 options granted in April 2012 subject to performance vesting conditions not
currently considered probable. The fair value of these 175,000 options on the grant date, assuming all
performance conditions were achieved, was $540,773. These options become vested pursuant to a change of
control provision upon closing of the merger with Turtle Beach.

(7) Amount for 2013 is the fair value of 33,000 options granted in February 2013.

(8) Amount for 2013 is the fair value of 27,500 options granted in February 2013.

(9 During fiscal 2012, Mr. Potashner was paid $2,000 for his services as a director prior to providing services
to Parametric as an employvee and $1235,000 as a consulting bonus for his services as a consultant through
the date of Parametric’s March 2012 secondary offering and prior to his employment as our Executive
Chairman.

We do not have any annuity, retirement, pension or other arrangements for our executive officers or any
employees. No named executive officer received a long-term incentive plan payout in the fiscal year ended
September 30, 2013.

Employment Agreement with Kenneth F. Potashner

In April 2012, we entered into a five-year employment agreement with Kenneth F. Potashper as Executive
Chairman. Upon expiration of the initial five-year term, the agreement automatically renews for additional one-
year terms unless noticed by either party. Under the employment agreement, Mr. Potashner’s current annual
salary is $350,000 subject to annual reviews and increases as approved by the Board of Directors and the
Compensation Committee, if any. Mr. Potashner is eligible to participate in any benefits and other incentives
generally available to other executives. Mr. Potashner is eligible to earn an annual performance-based bonus of
up to 60% of his base salary then in effect, subject to the achievement by Mr. Potashner and Parametric of
performance criteria for each bonus year as so designated by the Board of Directors. The bonus will be
determined in accordance with Parametric’s bonus plan then in effect. Under the terms of the employment
agreement, we may be obligated to pay to Mr. Potashner severance equal to one year of his annual base salary
plus target bonus if his employment is terminated without cause or if he resigns for good reason. The definition
of cause means (i) engagement in illegal, dishonest or fraudulent conduct or in any act of moral turpitude;

(i1) engagement in willful misconduct or gross negligence that has had a material adverse effect on our reputation
or business, (iii) engagement in any activity in competition with Parametric in a material manner (excluding a
less than 5% investment in any public company), and (iv) commencement of employment with another company
without the prior consent of the Board of Directors. The definition of good reason means that without the prior
consent of Mr. Potashner (1) there is a material reduction in base salary then in effect, except those reductions
generally affecting other similarly situated employees; (ii) a material adverse effect or reduction in benefits under
any benefit plan, except those changes generally affecting similarly situated employees: (iii) a material breach of
employment agreement terms by Parametric; or (iv) the relocation more than 100 miles from San Diego,
California, and provided that, in each case, subject to a 30 day cure period.

Concurrent with the execution of this agreement, we granted Mr. Potashner a nonstatutory stock option
under our 2012 Plan to purchase up to 175,000 shares of common stock, with an exercise price of $4.50 per share
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and which shall vest upon achievement of performance targets established by the Board of Directors or upon a
change of control. Additionally, we modified the vesting of a previously awarded stock option under our 2012
Plan to Mr. Potashner in December 2011 in connection with him providing services to Parametric as a consultant
to purchase up to 410,000 shares at an exercise price of $3.25 per common share. At original grant the option
vested as follows: 10% at grant, with the balance over eight calendar quarters commencing March 31, 2012. The
maodification resulted in 198,000 shares being vested as of April 3, 2012, 195,000 shares to then vest equally over
eight calendar guarters that commenced March 31, 2012 and 20,000 shares that vested in August 2012 upon
achievement of performance approved by the Board of Directors. All unvested options vest on a change of
control. The effect of the modification was an increase in 132,250 shares being vested as of April 3, 2012 versus
prior to the modification. There was no change to the term or exercise price of the option.

No other executive officer had any employment agreement as of September 30, 2013 or cuirently has one.

Cash Bonus Plan

No bonuses were paid in fiscal 2012 to any of our named executive officers. In March 2013, Parametric paid
bonuses to each named executive officer as described i the “Summary Compensation Table™ above. These
payments represented payments under the 2012 cash bonus plan covering the period April 1, 2012 to
December 31, 2012.

On February 21, 2013 we adopted a cash bonus plan for the period January 1, 2013 to December 31, 2013,
pursuant to which each of cur executive officers and certain other officers, consultants and employees designated
by the Board of Directors are eligible to receive a target bonus equal to a percentage of the executive officer’s or
other individual’s annualized base compensation if applicable performance objectives are met. The performance
objectives are based 25% upon Parametric achieving a revenue performance target, 25% upon Parameltric
achieving certain hicensing targets, 25% based upon Parametric achieving certain technology development targets
and 25% upon Parametric or its licensees or partners achieving certain consumer product launch targets and
accordingly participants may receive bonuses ranging from none up to the maximum bonus. The performance
objectives include both objective and subjective determinations to be made by the Board of Directors. The
maximum bonus percentage for each participant (including Messrs. Norris and Barnes) is 50% of his or her
annual base compensation, except for our Executive Chairman (Mr. Potashner) whose maximum bonus
percentage is 60% of his annual base compensation. All payments of earned bonuses will be deferred if certain
cash generation targets are not met. Bonuses, if any, will be determined by January 30, 2014 and paid by
March 15, 2014. Each participant must be employed as of January 1, 2014 in order to receive a bonus unless
otherwise provided in such participant’s employment agreement, offer letter or other agreement.

In August 2013, in connection with the proposed merger with Turtle Beach, and as authorized under the
cash bonus plan, the Board of Directors approved, for its three executive officers, the closing of the merger as a
performance objective eligible for the maximum bonus payout for 2013 aggregating $453,000. No amount was
accrned pursuant to these arrangements at September 30, 2013 pending consummation of the transaction and no
amounts were accrued under the performance targets.

Gther Paymenis

Syzygy Licensing, LLC (“Syzygy”) an entity controlled by Messrs. Norris and Bames, was entitled to
receive a royalty in consideration of technology licensed until termination of the license in December 201 1.
These payments are not considered executive compensation. During the fiscal year ended September 30, 2011
aggregate royalties accrued were $3,835 and for the period from October 1, 2011 to December 31, 2011
aggregate royalties were $3,193. These royalties, in the aggregate amount of $7,028 were paid in April 2012 and
no further royalties pursuant to this agreement have been earned or are payable.
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Stock Option Plans

See “Executive Compensation — Stock Option Plans” in our Annual Report on Form 10-K for the year
ended September 30, 2013 filed with the SEC on November 26, 2013, for descriptions of the Company’s stock
option plans which are incorporated herein by reference.

Outstanding Equity Awards at Fiscal Year-End

The following table shows the number of shares of our common stock covered by stock options held by the
named executive officers as of September 30, 2013:

Equity
Incentive Plan
Awards:
Nurniber of Mumber of Number of
Securities Securities Securities
Underlying Underlying Underlying
Unexercised  Unexercised Unexercised Option
Options Options Unearmed Cption Expiration
Name Exercisable Unexercisable Options Exereise Price Bate
Kenneth F. Potashner S0(1) $1.,000 3/5/2018
16,875(2)  28,125(2) — $ 9.95 212142018
10,0003y — e $ 3.25 12/29/2016
360,625(4)  24,375(4) — $ 325 1212972016
— — 175,000(5) $ 4.50 4/3/2017
Elwood G. Norris 13,125(6)  21,875(6) — $10.95 212172018
750007y - $ 165 10/8/2015

James A. Barnes 10313(8)  17,187(8) -~ $ 9.95 2/21/2018
110,000(9) — — $ 1.50 10/8/2015

(1) This option, as amended and restated on August 5, 2013, related to the proposed merger with Turtle Beach,
was granted under the 2013 Equity Incentive Plan of HHI, with a per share exercise price equal to the fair
market value of one of the shares of HHI common stock on the date of grant. A total of 37.5 shares are both
time and performance based vesting 3.125 shares per calendar quarter commencing June 30, 2013 over
twelve calendar quarters but subject to a HHI financing condition. The balance of 12.5 shares are milestone
performance based but also subject to the HHI financing condition. The options terminate upon closing of
the merger with Turtle Beach.

(2) This time-based option was granted under the 2012 Plan on February 21, 2013, with a per share exercise
price equal to the fair market value of one of our shares of common stock on the date of grant. The vesting
commencement date was March 31, 2013 and the option vests as follows: (i) 5,625 shares vested on the
vesting commencement date and (ii) an additional 5,625 shares vest each fiscal quarter end following the
vesting commencement date, subject to continued service with Parametric.

(3) This time-based option was granted under the 2012 Plan on December 29, 2011, with a per share exercise
price equal to the fair market value of one of our shares of commen stock on the date of grant. The vesting
commencement date was December 31, 2011 and the option vests as follows: (1) 1,250 shares vested on the
vesting commencement date and (i) an additional 1,250 shares vest cach fiscal quarter end following the
vesting commencement date, subject to contimed service with Parametric.

(4) This time-based option was granted under the 2012 Plan on December 29, 2011, with a per share exercise price
equal to the fair market value of one of our shares of common stock on the date of grant. On April 3, 2012 the
vesting for this option was modified from 10% of the total shares subject to the option at grant and the balance
over two years (each calendar quarter) to a new vesting schedule of 10% at grant (41,000 shares vested),
154,000 shares vested on April 3, 2012, 20,000 shares to vest upon achievement of performance targets
established by the Board of Drirectors (which targets were achieved and vested in August 2012) and the
remaining 195,000 shares vesting quarterly over eight calendar quarters commencing March 31, 2012, subject to
continued service with Parametric. The executive officer exercised 25,000 of these options in February 2013.
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(5) This performance-based option was granted under the 2012 Plan on April 3, 2012 with a per share exercise
price equal to the fair market value of our shares of common stock on the date of grant. The vesting
commencement date was at grant and this option vests anytime during the option term as follows: 60,000
shares based upon a quarterly revenue goal: 55,000 shares upon achievement of a quarterly profit; 60,000
shares upon achieving licensing performance targets; or otherwise vesting as approved by the Board of
Directors. The option also vests on a change of control.

(6) This time-based option was granted under the 2012 Plan on February 21, 2013, with a per share exercise
price equal to the fair market value of one of our shares of common stock on the date of grant. The vesting
commencement date was March 31, 2013 and the option vests as follows: (1) 4,375 shares vested on the
vesting commencement date and (i1) an additional 4,375 shares vest each fiscal quarter end following the
vesting commencement date, subject to continued service with Parametric. On Aungust 2, 2013 Parametric
made a moditication to vest these options in full upon a change of control followed by such executive’s
departure from Parametric under certain circumstances thereafter (“double trigger” vesting).

(7y This option was granted under the 2010 Plan on October 8, 2010, with a per share exercise price equal to
110% of the fair market value of one of cur shares of common stock on the date of grant. The vesting
commencement date was December 31, 2010.

(8) This time-based option was granted under the 20812 Plan on February 21, 2013, with a per share e¢xercise
price equal to the fair market value of one of our shares of comunon stock on the date of grant. The
commencement date was March 31, 2013 and the option vests as follows: (i) 3,437.5 shares vested on the
vesting commencement date and (ii) an additional 3.437.5 shares vest each fiscal quarter end following the
vesting commencement date, subject to continued service with Parametric. On August 2, 2013 Parametiic
made a modification to vest these options in full upon a change of control followed by such executive’s
departure from Parametric under certain circumstances thereafter (“double trigger” vesting).

(9) This option was granted under the 2010 Plan on October 8, 2010, with a per share exercise price equal to the
fair market value of one of our shares of common stock on the date of grant. The vesting commencement
date was December 31, 2010.

Potential Payments Upon Termination, Death, Disability, or Retirement

Under our employment agreement with Mr. Potashner, in the event that Mr. Potashner’s employment is
terminated by us for any reason other than cause, or if he resigns for good reason, he will be entitled to severance
equal to one year’s salary plus any prorated target bonus payable, as described more fully above in “Employment
Agreement with Kemmeth F. Potashner.” Mr. Potashner’s current annual salary is $350,000. In addition,

Mur. Potashner is entitled to full vesting of any unvested options on occurrence of a change of control.

On August 2, 2013, Parametric made a modification to vest stock options held by Mr. Norris and
Mr. Barnes in full upon a change of control followed by such executive’s departure from Parametric under
certain circumstances thereafter (“double trigger” vesting).

Director Compensation

Each of our non-employee directors was paid a fee of $3,000 per quarter served (whether serving for the
whole or partial quarter), payable guarterly in arrears. No additional amounts are payable for committee
participation. In addition, non-employee directors receive equily compensation grants as consideration for board
and committee service from time to time. There is no established policy as to the frequency or amount of equity
compensation grants for non-employee directors. Directors who are also one of our employees, such as
Mr. Potashner and Mr. Norris, do not and will not receive any compensation for their services as a director while
providimg service as an emplovee. In the case of Messrs. Potashner and Norris, who are named executive officers
of Parametric for fiscal 2012 and 2013, their compensation for fiscal 2012 and 2013 is reported m the Summary
Compensation Table above.
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The following table sets forth the compensation paid to our non-employee directors for the fiscal year ended
September 30, 2013:

Fee Earned
or Paid in Cption All Other
Name Cash Awards (1)(2) Compensation Total
Seth Putterman $12,000 $27.924 $202,775(3y $242,699
Robert M. Kaplan $12,000 $27,924 — $ 39,924
Andrew Wolfe $12,000 §27,924 $ 39924
James L. Honore $12,000 $27.924 e $ 39,924

(1) Represents the aggregate grant date fair value, as determined under FASB ASC Topic 718, Stock
Compensation, of all option awards granted to the directors during fiscal 2013, Fair value 1s calculated as of
the grant date using a Black-Scholes option-pricing model. The determination of the fair value of share-
based payment awards made on the date of grant is affected by owr stock price as well as assumptions
regarding a number of complex and subjective variables. Our assumptions in determining fair value include
volatility of 88%, risk free interest rate of 0.41%, expected lives of 3.06 years, dividends and forfeitures of
0%.

(2) At September 30, 2013 each of our curent directors had options outstanding exercisable for 15,000 shares
of common stock. Each of these options were granted under either the 2010 Plan or the 2012 Plan and vest
as follows: 12.5% of the total shares subject to the option vests on the last day of the quarter in which the
grant date occurs and an additional 12.5% vests at the end of each calendar quarter thereafter. The number
of shares under each option, the exercise price and the grant and expiration dates for each option are as

follows:
Mumber of
Cuistanding Shares
as of September 38,
Grant 2012 Subject to Exercise Expiration
Name Date Option Price Date
Seth Putterman 2121113 5,000 $9.95 2/21/18
517711 5,000 $3.30 51716
1/13/12 5.000 $4.55 1713717
Robert M. Kaplan 2/21/13 5,000 $9.95 2121718
517711 5.000 $3.30 51716
1/13/32 5,000 $4.55 1/13/17
Andrew Wolfe 2/21/13 5,000 $9.95 2121718
2/16/12 10,000 $3.90 2/16/17
James L.. Honore 2/21/13 5,000 $9.95 2121718
3/5112 10,000 $4.25 3/5/17

(3) Dr. Putterman resigned as a director on November 21, 2013. Represents non-director service consulting fees
of $40,000 paid to Dr. Putterman for technical services regarding our HSS technology and the grant date fair
value of 25,000 options granted in September 2012 for such services but only effective upon stockholder
approval of increased shares under the 2012 plan on February 21, 2013. These options were valued at
$162.775 on the effective grant date of February 21, 2013 (the assumptions in determining fair value
included volatility of 88%, risk free imterest rate of 0.41%, expected lives of option term. dividends and
forfeitures of 0%} but are revalued each reporting period.
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WHERE YOU CAN FIND ADDITIONAL INFORMATION

Parametric files annual, quarterly and current reports, proxy statements and other information with the SEC.
Parametric’s stockholders may read and copy the documents incorporated by reference, and any reports,
statements or other information Parametric has filed, at the SEC’s public reference room located at 100 F Street,
N.E., Washington, D.C. 20549. You may also obtain copies of the documents at prescribed rates by writing to the
Public Reference Section of the SEC at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at
1-800-SEC-0330 for further information on the public reference room. The SEC also maintains an Internet site
that contains reports and other information regarding issuers that file electronically with the SEC. Parametric’s
filings with the SEC are also available to the public through this web site at www.sec.gov.

If you have guestions about the special meeting or the transactions after reading this proxy statement, you
may contact Parametric’s proxy solicitor, Morrow & Co. LLC, at by mail at 470 West Ave., Stamford CT 06902
or by phone as follows: stockholders, please call (800) 279-6413 (toll free}: banks and brokerage firms, please
call (203) 658-9400.

Parametric has not authorized anyone to give you any information or to make any representation about the
transactions or any of the parties involved that differs from or adds to the information contained in this proxy
statement or in the documents Parametric has pablicly filed with the SEC. Therefore, if anyone should give you
any different or additional information, you should not rely on it.

The information contained in this proxy statement speaks only as of the date indicated on the cover of this
proxy statement unless the information specifically indicates that another date applies.

INCORPORATION BY REFERENCE

The SEC allows us to “incorporate by reference” information filed with it, which means that Parametric can
disclose important information to you by referring you to the documents containing such information. The
mformation incorporated by reference is an important part of this proxy statement, and information filed later by
us with the SEC will avtomatically update and supersede this information.

Parametric incorporates by reference its Annual Report on Form 10-K for the fiscal year ended
September 30, 2013, as filed with the SEC on November 26, 2013, and, with respect to this proxy statement, any
future filings that Parametric makes with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act.

All documents and repoits filed by us pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act after
the date of this proxy statement and on or prior to the date of the special meeting are deemed to be incorporated
by reference in this proxy statement, and only for the purpose of this proxy statement, from the date of filing of
such documents or reports, except as to any portion of any future annual or quarterly reports or proxy statements
which is not deemed to be filed under those sections. Any statement contained in a document incorporated or
deemed to be incorporated by reference in this proxy statement will be deemed to be modified or superseded for
purposes of this proxy statement, and only for the purposes of this proxy statement, to the extent that any
statement contained herein or in any other subsequently filed document which also is or is deemed to be
mcorporated by reference in this proxy statement modifies or supersedes such statement. Any statement so
modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this
proxy statement.
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Any person receiving a copy of this proxy statement may obtain, without charge, upon written or oral
request, a copy of any of the documents incorporated by reference except for the exhibits to such documents.
Requests should be directed to Parametric’s proxy solicitor, Morrow & Co. LLC, by mail at 470 West Ave.,
Stamford CT 06902 or by phone as follows: stockholders, please call (800) 279-6413 (toll free): banks and
brokerage firms, please call (203) 658-9400. A copy will be provided by first class mail or other equally prompt
means within one business day after receipt of your request. To obtain timely delivery of any of this information,
you must make your request at least five business days prior to the date of the special meeting.

STOCERHOLDER PROPOSALS

To have been considered for inclusion in the proxy statement relating to our Annual Meeting of
Stockholders to be held in 2014 (referred to as the “2014 Meeting”), we must have received stockholder
proposals no later than September 12, 2013. To be considered for presentation at the 2014 Meeting, although not
included in the proxy statement for the 2014 Meeting, proposals must be received no earlier than November 23,
2013 and no later than December 23, 2013: however, if the date of the 2014 Meeting changes by more than 30
days from the date of the 2013 Annnal Meeting of Stockholders, notice by the stockholder to be timely must be
so received not earlier than the close of business on the 90th day prior to the 2014 Meeting and not later than the
close of business on the later of the 60th day prior to the 2014 Meeting or, in the event public announcement of
the date of the 2014 Meeting is first made by Parametric fewer than 70 days prior to the date of the 2014
Meeting, the close of business on the 10th day following the day on which public announcement of the date of
the 2014 Meeting is first made by Parametric. Proposals not received in a timely manner will not be voted on at
the 2014 Meeting. If a proposal is received in a timely manner. the proxies that management solicits for the 2014
Meeting may still exercise discretionary voting authority on the proposal under circumstances consistent with the
proxy rules of the SEC.
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OTHER MATTERS
Other Business

As of this time, the Parametric Board knows of no other matters to be brought before the Special Meeting.
However, if other matters properly come before the Special Meeting or any adjournment thereof, and if
discretionary authority to vote with respect thereto has been conferred by the enclosed proxy, the persons named
in the proxy will vote the proxy in accordance with their best judgment as to such matters.

Other Proxy Statement Matters

A form of proxy is enclosed for your use. Please complete, date, sign and return the proxy at vour earliest
convenience i1 the enclosed envelope, which requires 1o postage if mailed in the United States, or submit your
proxy by telephone or over the Internet following the instructions on the proxy card. A prompt submission of
your proxy will be appreciated.

This proxy statement does not constitute an offer to sell or to buy. or a solicitation of an offer to sefl or to
buy, any securities, or the solicitation of a proxy, in any jurisdiction to or from any person to whom it is not
lawful to make any offer or solicitation in such jurisdiction.

By order of the Board of Directors,

/s/ James A. Barnes

James A. Barnes, Chief Financial Officer,
Treasurer and, Secretary

December 2, 2013
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ANNEX A

AGREEMENT AND PLAN OF MERGER
BY AND AMONG
PARAMETRIC SOUND CORPORATION,
PARIS ACQUISITION CORP.

AND
VTB HOLDINGS, INC.

DATED AS OF AUGUST 5, 2013
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AGREEMENT AND PLAN OF MERGER

This AGREEMENT AND PLAN OF MERGER (this “Agreement™), dated as of Angust 5, 2013, is by and
among Parametric Sound Corporation, a Nevada corporation (“Parent”), Paris Acquisition Corp., a2 Delaware
corporation and a wholly owned subsidiary of Parent (“Merger Sub”), and VTB Holdings, Inc., a Delaware
corporation (“VTBH”).

WHEREAS, the respective Boards of Directors of Parent, Merger Sub and VTBH deem it advisable and in
the best interests of each corporation and its respective stockholders that Parent, Merger Sub and VTBH engage
in a business combination;

WHEREAS, the respective Boards of Directors of Parent, Merger Sub and VTBH have determined that such
business combination shall be effected pursuant to the terms of this Agreement through the Merger in accordance
with the applicable provisions of the General Corporation Law of the State of Delaware (“Delaware Law™);;

WHEREAS, the respective Boards of Directors of Parent, Merger Sub and VIBH, and the holders of a
majority of the shares of VITBH Stock entitled to vote on a fully diluted basis and the holders of a majority of the
outstanding VTBH Series A Preferred Stock have approved and declared advisable this Agreement and the
Merger, and determined that the terms of this Agreement and the Merger are in the respective best interests of
Parent, Merger Sub or VTBH, as the case may be, and the stockholders of Parent, Merger Sub and VTBH;

WHEREAS, as a condition to VIBH entering into this Agreement and incurring the obligations set forth
herein, concurrently with the execution and delivery of this Agreement, (a} VTBH is entering into voting
agreements (the “Voting Agreements”) with certain stockholders of Parent pursuant to which, among other
things, such atu(‘kholdex_shavedgxecd subject to the terms of the Voting Agreements, to vote all of their
respective shares of Parent Comimon Stock in accordance with the terms of the Voting Agreements and (b) Parent
is entering into a stockholder agreement (the “Stockholder Agreement’™): with all of the stockholders of VIBH,
pursuant to which, among other things, Parent has agreed to provide such stockholders certain registration rights
contingent and effective upon the consummation of the Merger;

WHEREAS, Parent, Merger Sub and VTBH desire to make certain representations, warranties, covenants
and agreements in connection with the Merger and also to prescribe various conditions to the Merger; and

WHEREAS, the parties intend that the Merger will constitute a reorgapnization within the meaning of
Section 368(a} of the Internal Revenue Code of 1986, as amended (the “Code”), and by executing this
Agreement, the parties intend to adopt a plan of reorganization within the meaning of Treasury Regulations
Sections 1.368-2(g) and 1.368-3.

NOW, THEREFORE, in consideration of the representations, warranties, covenants and agreements
contained in this Agreement, and intending to be legally bound hereby, the paities hereto agree as follows:

THE MERGER

Section 1.1 The Merger. On the terms and subject to the conditions set forth in this Agreement, and in
accordance with Delaware Law, on the Closing Date, Merger Sub shall be merged with and into VTBH (the
“Merger”). At the Effective Time, the separate corporate existence of Merger Sub shall cease and VIBH shall
continue as the surviving corporation in the Merger (the “Surviving Corporation”). As a result of the Merger,
VTBH shall become a wholly owned subsidiary of Parent.

Section 1.2 Closing. The closing (the “Closing”) of the Merger shall take place at the offices of Dechert
LLP, 1095 Avenue of the Americas, New York, NY 10036, at 10:00 a.m., Eastern time, as promptly as
practicable (but in no event later than the third Business Day) following the satisfaction or (to the extent
permitted by Law} waiver by the party or parties entitled to the benefits thereof of the conditions set forth in
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Article VI (other than those conditions that by their natare are to be satisfied at the Closing, but subject to the
satisfaction or (to the extent permitted by Law) waiver of those conditions), or at such other place, time and date
as shall be agreed in writing between Parent and VTBH. The date on which the Closing occurs is referred to in
this Agreement as the “Closing Date.”

Section 1.3 Effective Time. Subject to the provisions of this Agreement, as soon as practicable on the
Closing Date, the parties shall file with the Secretary of State of the State of Delaware the certificate of merger
relating 1o the Merger substantially in the form attached hereto as Exhibit A (the “Certificate of Merger™), and, as
soon as practicable on or after the Closing Date, shall make all other filings required under applicable Law in
connection with the Merger. The Merger shall become effective at the time that the Certificate of Merger has
been duly filed with the Secretary of State of the State of Delaware (the time the Merger becomes effective being
the “Effective Time™).

Section 1.4 Effects of the Merger. The Merger shall have the effects set forth in this Agreement and the
applicable provisions of Delaware Law.

Section 1.5 Certificate of Incorporation and Bylaws. The certificate of incorporation of VIBH, as in effect
immediately prior to the Effective Time (the “VTBH Charter”), shall be amended and restated at the Effective
Tiine to read in the form of Exhibit B and. as so amended and restated, such certificate of incorporation shall be
the certificate of mcorporation of the Surviving Corporation until thereafter changed or amended as provided
therein or by applicable Law. The bylaws of VIBH shall be amended and restated at the Effective Time to read
in the form of Exhibit € and, as so amended and restated, such bylaws shall be the bylaws of the Surviving
Corporation until thereafter changed or amended as provided therein or by applicable Law.

Section 1.6 Officers and Directors.

(a) The directors of VITBH immediately prior to the Effective Time shall be the initial directors of the
Surviving Corporation until their respective successors are duly appointed and qualified or upon their earlier
death, resignation or removal in accordance with the certificate of incorporation and bylaws of the Surviving
Corporation.

(b) The officers of VIBH immediately prior to the Effective Time shall be the initial officers of the
Surviving Corporation until their respective successors are duly appointed and qualified or upon their earlier
death, resignation or removal in accordance with the certificate of incorporation and bylaws of the Surviving
Corporation.

ARTICLE QI

EFFECT ON CAPITAL STOCK: EXCHANGE OF CERTIFICATES

Section 2.1 Effect on Capital Stock.

(a) At the Effective Time, by virtue of the Merger and without any action on the part of Parent, VTBH,
Merger Sub or the holder of any shares of VTBH Stock or any capital stock of Merger Sub:

(1) Capital Stock of Merger Sub. Each issued and outstanding share of capital stock of Merger Sub
immediately prior to the Effective Time shall become one hundred thousand (100,000) validly issued, fully paid
and nonassessable share of common stock, par value $0.01 per share, of the Surviving Corporation, which shall
all be held by Parent and, together with the shares of VIBH Series B Preferred Stock, shall constitute the only
outstanding shares of capital stock of the Surviving Corporation. From and after the Effective Time, all
certificates representing the capital stock of Merger Sub shall be deemed for all purposes to represent the nuimnber
of shares of common stock of the Surviving Corporation into which they were converted in accordance with the
immediately preceding sentence.

LA
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(i1} Cancellation of Certain VITBH Stock. Each share of Series A Convertible Preferred Stock, par
value $0.01 per share, of VTBH (the “VTBH Series A Preferred Stock”), each share of Series B Preferred Stock,
par value $0.01 per share, of VTBH (the “VTBH Series B Preferred Stock™ and together with the VIBH Series A
Preferred Stock, the “VTBH Preferred Stock™) and each share of common stock, par value $0.01 per share, of
VTBH (the “VTBH Common Stock” and together with the VIBH Preferred Stock, the “VTBH Stock™), issued
and outstanding immediately prior to the Effective Time that is owned by VTBH, Parent, Merger Sub or any of
their respective Subsidiaries shall no longer be outstanding and shall automatically be canceled and shall cease to
exist, and no consideration shall be delivered in exchange therefor.

(i11) Conversion of VIBH Series A Preferred Stock. Subject to Section 2.2(f), each share of VTBH
Series A Preferred Stock issued and outstanding immediately prior to the Effective Time (other than shares to be
canceled in accordance with Section 2.1(a)(ii)), shall be converted into the right to receive the Per Share Number
of validly issued, fully paid and nonassessable shares of common stock, par value $0.001 per share, of Parent
(“Parent Common Stock” and, such shares of Parent Common Stock into which shares of VTBH Series A
Preferred Stock are converted pursuant to this Section 2.1(a)(iii), together with any cash paid in lieu of fractional
shares pursuant to Section 2.2(1), the “Series A Preferred Stock Consideration”). All shares of VTBH Series A
Preferred Stock converted pursuant to this Section 2.1(a)(iii), when so converted, shall no Jonger be outstanding
and shall automatically be canceled and shall cease to exist, and each holder of a certificate that, immediately
prior to the Effective Time, represented any such shares of VIBH Series A Preferred Stock shall cease to have
any rights with respect thereto, except the right to receive the Series A Preferred Stock Consideration and any
dividends or other distributions to which holders become entitied upon the surrender of such shares of VTBH
Series A Preferred Stock in accordance with Section 2.2(d), in each case without interest.

(iv} VTBH Series B Preferred Stock. Fach share of VTBH Series B Preferred Stock issued and
outstanding immediately prior to the Effective Time shall remain issued and outstanding after the Effective Time.

(v) Conversion of VIBH Common Stock. Subject to Section 2.2(f), each share of VTBH Common Stock
issued and outstanding immediately prior to the Effective Time {(other than shares to be canceled in accordance with
Section 2.1(a3(i1)), shall be converted into the right to receive the Per Share Number of shares of Parent Common
Stock (such shares of Parent Common Stock into which shares of VTBH Common Stock are converted pursuant to
this Section 2.1(a)(v), together with any cash paid in lieu of fractional shares pursuant to Section 2.2(f), the
“Common Stock Consideration” and together with the Series A Preferred Stock Consideration, the “Merger
Consideration”). All shares of VIBH Common Stock converted pursuant to this Section 2.1(a)}(v), when so
converted, shall no longer be outstanding and shall automatically be canceled and shall cease to exist, and each
holder of a certificate that, immediately prior to the Effective Time, represented any such shares of VIBH Common
Stock shall cease to have any rights with respect thereto, except the right to receive the Common Stock
Consideration and any dividends or other distributions to which holders become entitled upon the surrender of such
shares of VIBH Common Stock in accordance with Section 2.2(d), in each case without interest.

(b) Adjustments. Notwithstanding any provision of this Article I to the contrary (but without in any way
Hmiting the covenants in Article V), if between the date of this Agreement and the Effective Time the number of
outstanding shares of capital stock of Parent or VIBH shall have been changed into a different number of shares
or a different class by reason of the occurrence or record date of any dividend, subdivision. reclassification,
recapitalization, split, split-up, distribution, combination, exchange of stock or similar transaction, the Per Share
Number shall be equitably adjusted to refiect fully the effect of such dividend, subdivision, reclassification,
recapitalization, split, split-up, distribution, combination, exchange of stock or similar transaction, and to provide
the holders of VTBH Stock the same economic effect as contemplated by this Agreement prior to such event.

Section 2.2 Exchange of Certificates.

{(a) Letter of Transmittal. Prior to the Effective Time, VTBH shall deliver to each holder of VTBH Stock
(other than VTBH Series B Preferred Stock) a letter of transmittal in the form attached hereto as Exhibit D (the

“Letter of Transmittal”), which specifies that delivery shall be effected, and risk of loss and title to the VIBH
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Stock shall pass, only upon proper delivery of the certificates or other instruments evidencing such VITBH Stock
held by such holder (the “Certificates”) to Parent and instructions for use in effecting the surrender of such
Certificates in exchange for the consideration associated with the VTBH Stock evidenced by the Certificates.

{b) Exchange Fund. Parent shall deliver, or shall cause to be delivered, to VIBH at the Effective Time,
evidence of Parent Stock in book-entry form issuable pursuant to Section 2.1 (and/or certificates representing
such shares, at Parent’s election). Parent shall make available from time to time after the Effective Time as
necessary, cash in an amount sufficient to pay any dividends or distributions to which holders of shares of VTBH
Stock may be entitled pursuant to Section 2.2(d). All such shares of Parent Stock and an amount of cash
sufficient for payment in lieu of fractional shares of Parent Stock pursnant to Section 2.2(f) is hereinafter referred
to as the “Exchange Fund.”

{¢) Exchange Procedures. If a holder of VTBH Stock surrenders to Parent any Certificates, together with a
properly executed Letter of Transmittal, prior to the Closing Date, and such holder is the record holder of such
Certificate(s) as of the Closing Date, then the holder of such Certificate(s) shall be entitled to receive on the
Closing Date (1) shares of Parent Stock representing that number of whole shares of Parent Stock that such holder
has the right to receive in respect of the aggregate number of shares of VIBH Stock previously represented by
such Certificate(s) pursuant to Section 2. 1(a)(iii) or (v) and (ii) a check representing cash in lieu of fractional
shares that the holder has the right to receive pursuant to Section 2.2(f} and in respect of any dividends or other
distributions that the holder has the right to receive pursuant to Section 2.2(d), and such Certificate(s) shall
forthwith be canceled. If a holder of VTBH Stock: surrenders to Parent any Certificates, together with a properly
executed Letter of Transmittal at any time on or after the Closing Date, and such holder is the record holder of
such VTBH Stock as of the Closing Date, then the holder of such Certificate shall be entitled to receive as soon
as reasonably practicable following the Closing Date in exchange therefor the consideration described in clanses
(i) and (ii) of the preceding sentence, and such Certificate(s) shall forthwith be canceled. If payment is to be
made to a Person other than the Person in whose name the Certificate surrendered is registered, it shall be a
condition of payment that the Certificate so swrendered shall be properly endorsed or otherwise in proper form
for transfer and delivered to Parent with all documents required to evidence and effect such transfer and that the
Person requesting such payment pay any transfer or other Taxes required by reason of the payment to a Person
other than the registered holder of the Certificate surrendered or establish to the satisfaction of Parent that such
Tax has been paid or is not applicable. Until surrendered as contemplated by this Section 2.2, each Certificate
shall be deemed at any time after the Effective Time to represent only the right to receive, upon such surrender,
the Merger Consideration that the holder of such Certificate has the right to receive in respect thereof pursuant to
Section 2.1 (and cash in respect of any dividends or other distributions pursuant to Section 2.2(d)). No interest
shall be paid or shall accrue on the cash payable upon surrender of any Certificate.

(d) Treatment of Unexchanged Shares. No dividends or other distributions declared or made with respect to
Parent Stock with a record date after the Effective Time shall be paid to the holder of any Certificate that was not
surrendered prior to the Effective Time (an “Unsurrendered Certificate,”), and no cash payment in lieu of
fractional shares shall be paid to any such holder pursuant to Section 2.2(f), in each case, until the surrender of
such Unsurrendered Certificate in accordance with this Article Il Subject to escheat or other applicable Law,
following surrender of any such Unsurrendered Certificate, there shall be paid to the holder thereof, without
interest, (1) at the time of such surrender, (x) the amount of any cash that such holder has the right to receive
pursuant to Section 2.2(f) and (v) the amount of dividends or other distributions with a record date after the
Effective Time theretofore paid with respect to the number of whole shares of Parent Stock issnable in exchange
for such Unsurrendered Certificate under Section 2.1 and (1) at the appropriate payment date, the amount of
dividends or other distributions with a record date after the Effective Time but prior to such surrender and a
payment date subsequent to such surrender, payable with respect to the number of whole shares of Parent Stock
issuable in exchange for such Unsurrendered Certificate under Section 2.1.

{e) No Further Ownership Rights in Converted VIBH Stock. The Parent Stock delivered and cash paid in
accordance with the terms of this Article Il upon conversion of any shares of VTBH Stock shall be deemed to
have been delivered and paid in full satisfaction of all rights pertaining to such shares of VIBH Stock. From and
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after the Effective Time, except with respect to VTBH Series B Preferred Stock, (i) all holders of Certificates
shall cease to have any rights as stockholders of VTBH other than the right to receive the Merger Consideration
and any dividends or other distributions that holders have the right to receive upon the surrender of such
Certificate in accordance with Section 2.2(d), without interest, and (ii) the stock transfer books of VIBH shall be
closed with respect to all shares of VIBH Stock outstanding immediately prior to the Effective Time. From and
after the Effective Time, except with respect to VIBH Series B Preferred Stock, there shall be no further
registration of transfers on the stock transfer books of the Surviving Corporation of shares of VTBH Stock that
were outstanding immediately prior to the Effective Time. If, after the Effective Time, any Certificates formerly
representing shares of VIBH Stock (other than VTBH Series B Preferred Stock) are presented to the Surviving
Corporation or Parent for any reason, such Certificates shall be canceled and exchanged as provided in this
Article IL

(£) No Fractional Shares. No fractional shares of Parent Stock shall be issued in connection with the Merger,
no certificates or scrip represeniing fractional shares of Parent Stock shall be delivered upon the conversion of
VTBH Stock pursuant to Section 2.1, and such fractional share interests shall not entitle the owner thereof to vote
or to any other rights of a holder of Parent Stock. Notwithstanding any other provision of this Agreement, each
holder of shares of VIBH Stock converted pursuant to the Merger who would otherwise have been entitled to
receive a fraction of a share of Parent Stock (after aggregating all shares represented by the Certificates delivered
by such holder) shall receive, in lien thereof and upon surrender thereof, cash (without interest) m an amount
equal to such fractional amount multiplied by the last reported sale price of shares of Parent Common Stock on
the NASDA Capital Market (“NASDAQ”) (as reported in The Wall Street Journal (Northeast edition) or, if not
reported therein, in another anthoritative source mutually selected by Parent and VIBH) on the first trading day
immediately following the date on which the Effective Time occurs.

(g) No Liability. None of Parent, VIBH or Merger Sub shall be liable to any Person in respect of any
portion of the Exchange Fund or the Merger Consideration delivered to a public official pursuant to any
applicable abandoned property, escheat or sumilar Law. Notwithstanding any other provision of this Agreement,
any portion of the Merger Consideration or the cash to be paid in accordance with this Article I that remains
undistributed to the holders of Certificates as of the second anniversary of the Effective Time (or immediately
prior to such earlier date on which the Merger Consideration or such cash would otherwise escheat to or become
the property of any Governmental Entity), shall, to the extent permitted by applicable Law, become the property
of Parent, free and clear of all claims or interest of any Person previously entitled thereto.

(h) Withholding Rights. Hach of Parent and VTBH (without duplication) shall be entitled to deduct and
withhold from the consideration otherwise payable pursuant to this Agreement 10 any holder of a Certificate who
fails to satisfy the applicable back-up withholding certification requirements on Forms W-9 or W-8 in
accordance with Section 3406 of the Code such amounts as may be required to be deducted and withheld with
respect to the making of such payment under applicable Tax Law. Any amounts so deducted, withheld and paid
over to the appropriate Taxing Authority shall be treated for all purposes of this Agreement as having been paid
to the holder of the Certificate in respect of which such deduction or withholding was made. Any amounts
withheld shall be paid over to the appropriate Governmental Entity.

~

(D L 5. If any Certificate shall have been lost, stolen or destroyed, upon the making of an
affidavit - by the Person claiming such Certificate to be lost, stolen or destroyed (in a form reasonably
acceptable to Parent), Parent shall deliver, in exchange for such lost, stolen or destroyed Certificate, the Merger
Consideration and any dividends and distributions deliverable in respect thereof pursuant to this Agreement.

Section 2.3 Treatment of VIBH Stock Options.

{a) Prior to the Effective Time, the Board of Directors of VIBH (the “VTBH Board™) shall adopt such
resolutions or take such other actions as may be required to adjust the terms of all outstanding VTBH Stock
Options to provide that, at the Effective Time, each VIBH Stock Option outstanding immediately prior to the
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Effective Time, whether vested or anvested, shall be deemed to constitute an option to acquire, on the same
terms and conditions as were applicable under such VIBH Stock Option (including any vesting or forfeiture
provisions or repurchase rights, but taking into account any acceleration thereof provided for in the relevant
YTBH Award Plan or in the related award document by reason of the transactions contemplated hereby), a
number of shares of Parent Common Stock (rounded down to the nearest whole share) equal to the product of
(x) the number of shares of VTBH Common Stock subject to such VTBH Stock Option multiplied by (y) the Per
Share Exchange Ratio, at an exercise price per share of Parent Common Stock (rounded up to the nearest whole
cent) equal to the quotient of (A) the exercise price per share of VIBH Common Stock subject to such VIBH
Stock Option divided by and (B) the Per Share Exchange Ratio (each, a “VTBH Rollover Option”); provided,
however, that such adjustment shall in all events comply with the requirements of Section 409A of the Code and
i the case of any option to which Section 421 of the Code applies by reason of its qualification under either
Section 422 or 424 of the Code, the option price, the number of shares of Parent Common Stock purchasable
pursuant to such option and the terms and conditions of exercise of such option shall be determined in order to
comply with Section 424(a) of the Code.

{b) [RESERVEDY]

{c) At the Effective Time, and subject to compliance by VTBH with Section 2.3(a), Parent shall assume all
the obligations of VTBH under the VITBH Award Plans and each outstanding VTBH Stock Option and the
agreements evidencing the grants thereof. As soon as practicable after the Effective Time, Parent shall deliver to
the holders of outstanding VTBH Stock Options notices explaining the adjustments being made to such VIBH
Stock Options in connection with the transactions contemplated by this Section 2.3, and the agreements
evidencing the grants of such VIBH Stock Options shall continue in effect on the same terms and conditions
{subject to the adjustiments required by this Section 2.3 after giving effect to the Merger).

{d) Parent shall take all corporate action necessary to reserve for issuance a sufficient number of shares of
Parent Common Stock for delivery upon exercise of the VIBH Rollover Options assumed in accordance with
this Section 2.3. As soon as reasonably practicable after the Effective Time, Parent shall file a registration
statement on Form S-8 (or any successor or other appropriate form) with respect to the shares of Parent Common
Stock subject to such VTBH Rollover Options and shall use its reasonable best efforts to maintain the
effectiveness of such registration statement or registration statements (and maintain the cumrent status of the
prospectus or prospectuses contained therein) for so long as Parent is subject to the reporting requirements
pursuant to Section 13 or 15(d) of the Exchange Act and such VTBH Rollover Options remain outstanding.

Section 2.4 Further Assurances. If, at any time before or after the Effective Time, Parent or the Surviving
Corporation reasonably believes or is advised that any further imstruments, deeds, assignments or assurances are
reasonably necessary or desirable to consummate the Merger or to carry out the purposes and intent of this
Agreement at or after the Effective Time, then Parent and the Surviving Corporation and their respective officers
and directors shall execuote and deliver all such proper instruments, deeds, assignments or assurances and do all
other things reasonably necessary or desirable to consummate the Merger and to carry out the purposes and intent
of this Agreement.

ARTICLE HiI

REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

Except as set forth in (i) the disclosure letter delivered by Parent to VTBH on or prior to the date of this
Agreement (the “Parent Disclosure Schedule™) or (ii) the Parent SEC Documents, Parent and Merger Sub, jointly
and severally, represent and warrant to VIBH as set forth in this Article 1. For purposes of the representations
and warranties of Parent and Merger Sub contained herein, disclosure in any section of the Parent Disclosure
Schedule of any facts or circumstances shall be deemed to be disclosure of such facts or circumstances with
respect to all representations or warranties by Parent and Merger Sub to the extent the relevance of such
disclosure to the applicable representation and warranty is reasonably apparent on the face thereof. The inclusion
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of any information in the Parent Disclosure Schedule or other document delivered by Parent pursuant to this
Agreement shall not be deemed to be an admssion or evidence of the materiality of such item, nor shall it
establish a standard of materiality for any purpose whatsoever.

Section 3.1 Corporate Organization.

(1) Parent (x) is a corporation duly organized. validly existing and in good standing under the laws of
the State of Nevada, (v) has all organizational powers and all material governmental ficenses, authorizations,
permits, consents and approvals required to carry on its business as now conducted and (z) is duly qualified to do
business as a foreign corporation in each jurisdiction where such qualification is necessary, except for such
variances from the matters set forth in any of clauses (v) or (z) as would not, individually or in the aggregate,
reasonably be expected to have a Parent Matenal Adverse Effect.

(i1} True and complete copies of the articles of incorporation of Parent, as amended through, and as in
effect as of, the date of this Agreement (the “Existing Parent Articles of Incorporation™), and the bylaws of
Parent, as amended through, and as in effect as of, the date of this Agreement (the “Existing Parent Bylaws™),
have previously been made available to VIBH.

(ii1) Each Parent Subsidiary (x) is duly organized, validly existing and in good standing under the laws
of its jurisdiction of organization, (y) is duly licensed or qualified to do business in each jurisdiction in which the
nature of the business conducted by it or the character or location of the properties and assets owned or leased by
it makes such licensing or qualification necessary, and (z) has all requisite corporate power and authority to own
or lease its properties and assets and to carry on its business as now conducted, except for such variances from
the matters set forth in any of clauses (y) or (z) as would not, individually or in the aggregate, reasonably be
expected to have a Parent Material Adverse Effect.

{b) Merger Sub.

(1) True and complete copies of the certificate of incorporation of Merger Sub, as amended through,
and as in effect as of, the date of this Agreement. and the bylaws of Merger Sub, as amended through, and as in
effect as of, the date of this Agreement, have previously been made available to VIBH.

(ity Except as contemplated by this Agreement, Merger Sub does not hold and has not held any assets
or incurred any liabilities, and has not carried on any business activities other than in connection with the Merger
and the other transactions contemplated by this Agreement. All of the capital stock of Merger Sub is owned by
Parent, free and clear of any liens, pledges, charges and security interests and similar encumbrances (“Liens”).

Section 3.2 Capitalization.
{(a) As of the date of this Agreement, the authorized capital stock of Parent consists of 50,000,000 shares of
Parent Common Stock and 1,000,000 shares of preferred stock, par value $0.001 per share (the “Parent Preferred

Stock’™). As of the date of this Agreement, (i) 6,769,051 shares of Parent Common Stock and no shares of Parent
Preferred Stock were issved and outstanding, (i1) no shares of Parent Stock were held in treasury, (111} 1,365,354
shares of Parent Common Stock were subject to outstanding Parent Stock Options (of which Parent Stock
Options to purchase an aggregate of 776,589 shares of Parent Common Stock were exercisable) and (iv) 186,864
shares of Parent Common Stock were subject to Parent Warrants. Section 3.2 of the Parent Disclosure Schedule
contains a complete and correct list, as of the date hereof, of each outstanding Parent Stock Option and Parent
Warrant, including, as applicable, the holder, date of grant, exercise price (to the extent applicable), vesting
schedule, and number of shares of Parent Common Stock subject thereto, and Parent Stock Plan pursuant to
which such Parent Stock Option or warrant was granted.

AT
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(b) As of the date of this Agreement, except for this Agreement, Parent Stock Options and Parent Warrants,
there are not issued, reserved for issuance or outstanding, and there are not any outstanding obligations of Parent
or any Parent Subsidiary to issue, deliver or sell, or cause to be issued, delivered or sold, any Equity Equivalents
of Parent or any Parent Subsidiary. Except for Forfeitures and Cashless Settlements in connection with the Parent
Stock Options or Parent Warrants, there are not any outstanding obligations of Parent or any of the Parent
Subsidiaries to directly or indirectly redeem, repurchase or otherwise acquire any shares of capital stock or
voting securities of, other equity interests in or Equity Equivalents of Parent or any Parent Subsidiary. Except for
the Stockholder Agreement, neither Parent nor any of the Parent Subsidiaries is a party to any voting agreement
with respect to the voting of any capital stock or voting securities of, or other equity interests in, Parent. All
outstanding shares of capital stock of Parent have been, and all shares that may be issued pursuant to any
employee stock option or other compensation plan or arrangement or warrant will be, when issued in accordance
with the respective terms thereof, duly authorized, validly issued and fully paid. The consummation of the
Merger and the other transactions contemplated hereby will not, as of the Effective Time, trigger any preemptive
rights of any Person with respect to the capital stock of Parent, whether by law or otherwise. With respect to the
Parent Stock Options, (i) each grant of a Parent Stock Option was duly authorized no later than the Grant Date by
all necessary corporate action, including, as applicable. approval by the Parent Board, or a committee thereof, or
a duly authorized delegate thercof, and any required approval by the stockholders of Parent by the necessary
number of votes or written consents, and the award agreement governing such grant, if any, was duly executed
and delivered by each party thereto within a reasonable time following the Grant Date, (i1) each such grant was
made in accordance with the terms of the applicable Parent Stock Plan and all other applicable Law, (iii) the per
share exercise price of each Parent Stock Option was not less than the fair market value of a share of Parent
Common Stock on the applicable Grant Date, (iv) each such grant of Parent Stock Options was properly
accounted for in all material respects in accordance with GAAP in the financial statements (including the related
notes) of Parent, and (v) no amendments, modifications or other changes have been made to any such grants of
Parent Stock Options after the Grant Date.

{c) No bonds, debentures, notes or other indebtedness of Parent having the right to vote on any matters on
which stockholders may vote are issued or outstanding.

(d)y Al of the issued and outstanding shares of capital stock or other equity ownership interests of each
Subsidiary of Parent are owned by Parent, directly or indirectly. free and clear of any Liens other than Permitted
Liens, and free of any restriction on the right to vote, sell or otherwise dispose of such capital stock or other
equity ownership interest (other than restrictions under applicable securities Laws), and all of such shares or
equity ownership interests are duly authorized, validly issued and are fully paid, nonassessable and free of
preemptive rights. Except for the capital stock or other equity ownership interests of the Parent Subsidiaries, as
of the date of this Agreement, Parent does not beneficially own, directly or indirectly, any capital stock,
membership interest, partnership interest, joint venture interest or other equity interest i any Person.

Section 3.3 Corporate Authorization.

(a) Parent has all necessary corporate power and authority to execute and deliver this Agreement, to perform
its obligations hereunder and to consummate the transactions to which it is a party contemplated hereby subject
to obtaining the Parent Requisite Stockholder Vote. The execution, delivery and performance by Parent of this
Agreement and the consummation by Parent of the transactions to which it is a party contemplated hereby have
been duly and validly authorized and approved by the Parent Board. The Parent Board has, by resolutions duly
adopted, nnanimously determined that this Agreement and the transactions contemplated hereby are i the best
imnterests of Parent and its stockbolders, has approved this Agreement and the Merger, upon the terms and subject
to the conditions set forth herein, approved the execution, delivery and performance by Parent of this Agreement
and the consummation of the transactions to which it is a party contemplated hereby, upon the terms and subject
to the conditions set forth herein and resolved, subject to Section 5.5, to recommend approval of each of the
matters constituting the Parent Requisite Stockholder Vote by the stockholders of Parent {such recommendation,
the “Parent Board Recommendation™) and that such matters and recommendation be submitted for consideration
at a duly held meeting of the stockholders of Parent for a vote for such purposes (the “Parent Stockholders
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outstanding shares of Parent Common Stock are represented and voting, the affirmative vote of holders
representing at least 50% of the shares of Parent Common Stock voting at such meeting entitled to vote on such
issuance (the “Parent Requisite Stockholder Vote”), no other corporate proceedings on the part of Parent or any

other vote by the holders of any class or series of capital stock of Parent are necessary to approve this Agreement
or to consummate the transactions contemplated hereby. The stockholders of Parent have no dissenters’ or
appraisal rights in connection with the Merger or the other transactions contemplated hereby.

(b) This Agreement has been duly executed and delivered by Parent and, assuming due power and authority
of, and due execation and delivery by, the other parties hereto, constitutes a valid and binding obligation of
Parent, enforceable agaimst Parent in accordance with its terms, subject to bankruptey, insolvency, fraudulent
transfer, moratorium, reorganization or similar Laws affecting the rights of creditors generally and the
availability of equitable remedies (regardless of whether such enforceability is considered in a proceeding in
equity or at law) (together, the “Bankyuptcy and Equity Exception”}.

{c) Merger Sub has all necessary corporate power and authority to execute and deliver this Agreement, to
perform its obligations hereunder and to consummate the transactions to which it is a party contemplated hereby.
The execation, delivery and performance by Merger Sub of this Agreement and the consummation by Merger
Sub of the transactions to which it is a party contemplated hereby have been duly and validly authorized. and
approved by the board of directors and the sole stockholder of Merger Sub. The board of directors of Merger Sub
has determined that this Agreement and the transactions contemplated hereby are inn the best interests of Merger
Sub and its sole stockholder and has approved and adopted this Agreement. No other corporate proceeding on the
part of Merger Sub is necessary to approve or adopt this Agrecment or to consuminate the transactions
contemplated hereby (except for the filing of the Certificate of Merger, as required by applicable Law). This
Agreement has been duly executed and delivered by Merger Sub and, assuming due power and authority of, and
due execution and delivery by, the other parties hereto, constitutes a valid and binding obligation of Merger Sub,
enforceable agammst Merger Sub in accordance with its terms, subject to the Bankruptey and Equity Exception.

Section 3.4 Governmental Authorization. The execution, delivery and performance by each of Parent and
Merger Sub of this Agreement and the consummation by each of Parent and Merger Sub of the transactions to
which it is a party contemplated hereby (including any Qualified Offering) require at or prior to the Closing no
consent or approval by, or filing with, or notification to any Governmental Entity, other than (a) the filing of the
Certificate of Merger with the Secretary of State of the State of Delaware and appropriate documents with the
relevant authorities of other states in which Parent is qualified to do business, (b) compliance with any applicable
requirements of the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the “HSR Act™y and
any other Antitrust Law, (¢) compliance with any applicable requirements of the Securities Act, the Exchange
Act, any other applicable US. federal or state securities Laws or “blue sky” Laws, and any foreign securities
Laws, (d) compliance with any applicable requirements of NASDAQ, and (e) any other consents, approvals or
filings the failure of which to be obtained or made would not, individually or in the aggregate, reasonably be
expected to have a Parent Material Adverse Effect.

Section 3.5 Non-Contravention. The execution, delivery and performance by each of Parent and Merger Sub
of this Agreement do not, and the consummation of the transactions to which it is a party contemplated hereby
will not, (a) assuming (solely in the case of the Share Issuance) that the Parent Requisite Stockholder Vote is
obtained, violate or conflict with or result in any breach of any provision of the Organizational Documents of
Parent or any of its Subsidiaries; (b) assuming receipt of the Parent Requisite Stockholder Vote and compliance
with the matters referred to in Section 3.4 and Section 4.4 (and assuming the accuracy and completeness of
Section 4.4), violate or conflict with any provision of any applicable Law; (c) violate or conflict with or result in
any breach or constitute a default, or an event that, with or without notice or lapse of time or both, would
constitute a default under, or cause the termination, cancellation, acceleration or other change of any right or
obligation or the loss of any benefit to which Parent or any of its Subsidiaries is entitled, or require consent by
any Person under, any loan or credit agreement, note, mortgage, indenture, lease, Parent Benefit Plan, or Parent
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Material Contract; or (d) result in the creation or imposition of any Lien (other than Permitted Liens) on any asset
of Parent or any of its Subsidiaries, except in the case of clause (b), (c) or (d), as would not, individually or in the
aggregate, reasonably be expected to have a Parent Material Adverse Effect.

Section 3.6 Pa

{a) Parent has timely filed all reports, schedules, forms, registration statements and other documents
required to be filed by Parent with the SEC since September 27, 2010 (together with any documents furnished
during such period by Parent to the SEC on a voluntary basis on Current Reports on Form 8-K and any reports,
schedules, forms, registration statements and other documents filed with the SEC subsequent to the date hereof,
collectively, the “Parent SEC Documents”). Each of the Parent SEC Documents, as amended prior to the date of
this Agreement, complied (and each Parent SEC Document filed subsequent to the date hereof will comply) in all
respects with, to the extent in effect at the time of filing or furnishing, the requirements of the Securities Act and
the Exchange Act applicable to such Parent SEC Documents, and none of the Parent SEC Documents when filed
or furnished or, if amended prior to the date of this Agreement, as of the date of such amendment, contained, or
with respect to Parent SEC Documents filed subsequent to the date hereof, will contain, any untrue statement of a
material fact or omit to state a material fact required to be stated therein or necessary in order to imake the
statements therein, in light of the circumstances under which they were made, not misleading. To the Knowledge
of Parent, there are no unresolved comments received from the SEC staff with respect to the Parent SEC
Documents on or prior to the date hereof. To the Knowledge of Parent, none of the Parent SEC Documents filed
on or prior to the date hereof is subject to ongoing SEC review or investigation.

(b) Parent maintains a system of internal control over financial reporting (within the meaning of
Rules 13a-15¢(f) and 15d-15(f) of the Exchange Act) sufficient to provide reasonable assurances regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with GAAP. Parent (1) maintains disclosure controls and procedures (within the meaning of Rules 13a-15(¢) and
15d-15(e) of the Exchange Act) designed to ensure that information required to be disclosed by Parent in the
Parent SEC Documents that it files pursuant to the Exchange Act is recorded, processed, ssmmarized and
reported within the time periods specified in the SEC"s rales and forms, including that information required to be
disclosed by Parent in the Parent SEC Documents that it files pursuant to the Exchange Act is accumulated and
communicated to management of Parent, as appropriate, to allow timely decisions regarding required disclosure,
and (11} has disclosed, based upon the most recent (prior to the date of this Agreement) evaluation by the
principal executive officer and principal financial officer of Parent of Parent’s internal control over financial
reporting, to its auditors and the audit committee of the Parent Board (A) all significant deficiencies and material
weaknesses in the design or operation of Parent’s internal control over financial reporting which are reasonably
likely to adversely affect in any marerial respect its ability to record, process, summarize and report financial data
and (B) any fraud, whether or not material, that involves management or other employees who have a significant
role in Parent’s internal control over financial reporting. Parent has made available to VITBH true and complete
copies of any such disclosure contemplated by clauses (A} and (B) made by management to Parent’s independent
auditors and the audit committee of the Parent Board since September 27, 2010.

{¢) Neither Parent nor any of its Subsidiaries is a party to, or has any commitment to become a party to, any
joint venture, off-balance sheet partnership or any similar Contract (including any Contract relating to any
transaction or relationship between or among Parent and any of its Subsidiaries, on the one hand, and any
unconsolidated Affiliate, including any structured finance, special purpose or limited purpose entity, on the other
hand, or any “off-balance sheet arrangement” (as defined in Item 303(a) of Regulation S-K promulgated by the
SEC)), where the result, purpose or intended effect of sach Contract is to avoid disclosure of any transaction
involving, or liabilities of, Parent or any of its Subsidiaries in the Parent SEC Documents.

(d) Parent is in compliance in all material respects with (i) the provisions of the Sarbanes-Oxley Act of
2002, as amended and (i1) the rules and regulations of NASDAQ, in each case, that are applicable to Parent.
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Section 3.7 Parent Financial Statements. The consolidated financial statements (including all related notes
thereto) included in the Parent SEC Documents (if amended, as of the date of the last such amendment) comply
as to form in all material respects with applicable accounting requirements and the published rules and
regulations of the SEC with respect thereto, fairly present in all material respects the consolidated financial
position of Parent and its consolidated Subsidiaries, as at the respective dates thereof, and the consolidated results
of their operations, the changes in stockholder’s equity and their consolidated cash flows for the respective
periods then ended (subject, in the case of the unaudited statements, to normal vear-end audit adjustments and to
the absence of information or notes not required by GAAP or the SEC’s rules and regulations to be included in
interiim or unaudited financial statements) and were prepared, in all material respects, in accordance with, and
complied, in all material respects, with GAAP during the periods involved (except, in the case of the unaudited
statements, for the absence of footnotes and year-end adjustments) applied on a consistent basis {except as may
be indicated therein or in the notes thereto).

Section 3.8 Information Supplied. The Proxy Statement will not, at the date the Proxy Statement is first
mailed to the stockholders of Parent and at the time of the Parent Stockholders Meeting, contain any untrue
statement of a material fact or omit to state any material fact required to be stated therein or necessary in order to
malke the statements therein, in light of the circumstances under which they were made, not misleading, except
that, in each case, no representation or warranty is made by Parent or Merger Sub with respect to statements
made therein based on information supplied by or on behalf of VTBH specifically for inclusion in the Proxy
Statemnent.

Section 3.9 Absence of Certain Changes or Events.

(a) From September 30, 2012 through the date hereof, no event or events or development or developments
have occurred that have had or would reasonably be expected to have, individually or in the aggregate, a Parent
Material Adverse Effect.

(b) Except in connection with the execution and delivery of this Agreement and the transactions
contemplated by this Agreement (including a Qualified Offering), from September 30, 2012 through the date of
this Agreement, Parent and the Parent Subsidiaries have carried on their respective businesses in all material
respects in the ordinary course of business consistent with past practice.

Section 3.10 Undisclosed Liabilities. There are no material liabilities or obligations of Parent or any of its
Subsidiaries of any nature, whether accrued, contingent, absolute, determined, determinable or otherwise,
whether or not required by GAAP 1o be reflected on a consolidated balance sheet of Parent and its Subsidiaries
other than: (a) liabilities or obligations reflected or reserved against in Parent’s consolidated balance sheet as of
September 30, 2012 included in the Parent SEC Documents or in the notes thereto, (b) labilities or obligations
that were incurred since September 30, 2012 in the ordinary course of business consistent with past practice or in
connection with this Agreement or the transactions contemplated hereby (including any Qualified Offering),

{(c) liabilities or obligations under Contracts to which Parent or any of its Subsidiaries is a party, other than
liabilities or obligations with regard to which Parent or any of its Subsidiaries has breached or is in default and
(d) Labilities that have not resulted in and would not reasonably be expected to result in, individually or in the
aggregate, a Parent Material Adverse Effect.

Section 3.11 Compliance with Laws.

{a) Since September 27, 2010, (i) the business and operations of Parent and its Subsidiaries have been
conducted in compliance with all applicable Laws (including Health Laws and Environmental Laws) and
(ii) Parent has complied with the applicable listing and corporate governance rules and regulations of NASDAQ
except, in each case, where the failure to so conduct such business and operations or comply with such rules and
regulations would not, individually or in the aggregate, reasonably be expected to have a Parent Material Adverse
Effect.
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{b) All of the Parent Permits are in full force and effect in accordance with their terms and there is no
proceeding or investigation to which Parent or any Parent Subsidiary is subject before a Governmental Entity that
is pending or threatened in writing that would reasonably be expected to result in the revocation, failure to renew
or suspension of, or placement of a restriction on, any such Parent Permits, except where the failure to be in full
force and effect in accordance with their terms, revocation, failure fo renew, suspension or restriction would not,
individually or in the aggregate, reasonably be expected to have a Parent Material Adverse Effect.

(c) There is no proceeding to which Parent or any Parent Subsidiary is subject before any Governmental
Entity pending or. to the Knowledge of Parent, threatened in writing regarding whether any of the Parent
Subsidiaries has violated any applicable Laws (including Health Laws and Environmental Laws), nor, to the
Knowledge of Parent, any investigation by any Governmental Entity pending or threatened in writing with
Tespect to possible violations of any applicable Laws, which, if determined or resolved adversely against Parent
or any Parent Subsidiary, would, individually or in the aggregate, reasonably be expected to be material to Parent
and its Subsidiaries, taken as a whole, or would reasonably be expected to have a Parent Material Adverse Effect.

(d) None of Parent, any Parent Subsidiary, or any director, officer, employee, agent or Affiliate of Parent or
any Parent Subsidiary (1) is excluded, suspended, debarred or otherwise ineligible to participate in any federal or
state funded health care program or (ii) has engaged in any conduct which could result in debarment or
disgualification by any such federal or state funded health care program, and no such exclusion or suspension is
pending or threatened.

(e) Neither Parent nor any Parent Subsidiary, nor, to the Knowledge of Parent, any director, officer, agent,
employee or Affiliate of Parent or any Parent Subsidiary is party to any action, or is the subject of any allegation
made by any Governmental Entity, or has taken any action, directly or indirectly, (i) that would constitute a
violation by such Persons of the Foreign Corrupt Practices Act of 1977, as amended, and the roles and
regulations thereunder (the “FCPA”), including making use of the mails or any means or instrumentality of
interstate commerce corruptly in furtherance of an offer, payment, promise to pay or authorization of the
payment of any money, or other property, gift, promise to give, or asthorization of the giving of anything of
value to any “foreign official” (as such term is defined in the FCPA) or any foreign political party or official
thereof or any candidate for foreign political office, in contravention of the FCPA, or (i1) that would constitute an
offer to pay, a promise to pay or a payment of money or anything else of value, or an authorization of such offer,
promise or payment, directly or indirectly, to any emplovee, agent or representative of another company or entity
in the course of their business dealings with Parent or any Parent Subsidiary, in order to unlawfully induce such
person to act against the interest of his or her employer or principal, in each case, in contravention of the FCPA.
There is no current, pending, or, to the Knowledge of Parent, threatened charges, proceedings, investigations.
audits, or complaints against Parent or any Parent Subsidiary or, to the Knowledge of Parent, any director,
officer, agent, employee or Affiliate of Parent with respect to the FCPA or any other similar anti-corruption Law
or regulation.

Section 3.12 Litigation. There is no action, suit, investigarion, claim, complaint, demand, summons, cease
and desist letter, subpoena, Injunction, notice of violation or other proceeding (any such proceeding, a
“Proceeding”) pending against or, to the Knowledge of Parent, threatened in writing against Parent, Merger Sub
or any of their respective Subsidianes (or, t the Knowledge of Parent, pending against or threatened in writing
against any present or former officer, director or employee of Parent or any Parent Subsidiary in connection with
which Parent or any Parent Subsidiary has an indemnitication obligation) before any Governmental Entity,
which, if determined or resolved adversely in accordance with the plaintiff’s or claimant’s demands, would,
individually or in the aggregate, reasonably be expected to be material to Parent and its Subsidiaries, taken as a
whaole, or would reasonably be expected to have a Parent Material Adverse Effect. There is no Order outstanding
against Parent or any of its Subsidiaries which would, individually or in the aggregate, reasonably be expected to
have a Parent Material Adverse Effect.

Section 3.13 Title to Properties; Absence of Liens. Section 3.13 of the Parent Disclosure Schedule sets forth
atrue and complete description (including address, and for each lease, sublease and license, all amendments,
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extensions, renewals, guaranties, modifications, supplements or other agreements, if any, with respect thereto) of
all real property leased, subleased or licensed by Parent or any of its Subsidiaries {(collectively, the “Parent
Leased Real Properties”; and the leases, subleases and licenses with respect thereto, collectively, the “Parent Real
ses”). Parent has delivered or otherwise made available to VITBH true, correct and complete copies
of the Parent Real Property Leases, together with all amendinents, extensions, renewals, guaranties,
modifications, supplements or other agreements, if any, with respect thereto. To the Knowledge of Parent, each
of the Parent Real Property Leases is in full force and effect. Parent or one of its Subsidiaries has a valid, binding
and enforceable leasehold or subleasehold interest (or license, as applicable) in each Parent Leased Real
Property, in each case as to such leaselinold or subleasehold interest (or license, as applicable), free and clear of all
Liens (other than Permitted Liens). Neither Parent nor any of its Subsidiaries, nor, to the Knowledge of Parent,
any other party thereto is in default or breach under the terms of any Parent Real Property Lease. Neither Parent
nor any of its Subsidiaries owns any real property or any interests (other than Parent Real Property Leases) in
real property. No consents or approvals are necessary under the terms of the Parent Real Property Leases for the
Merger.

Section 3.14 Opinion of Financial Advisor. The Parent Board has received an opinion from Craig-Hallum
Capital Group LLC (“Craig-Hallum”); dated as of the date of this Agreement and addressed to the Parent Board
to the effect that, as of the date hereof and based upon and subject to the limitations, qualifications and
assumptions set forth therein, the Per Share Exchange Ratio is fair, from a financial point of view, to Parent.
Parent has been authorized by Craig-Hallum to include such opinion in its entirety in the Proxy Statement.

Section 3.15 Taxes.

(a) All material Tax Returns required by applicable Law to be filed with any Taxing Authority by, or on
behalf of, Parent or any of its Subsidiaries have been duly filed when due (inchuding extensions) in accordance
with all applicable Laws, and all such Tax Returns are true, correct and complete in all material respects.

(b) Parent and each of its Subsidiaries has duly and timely paid or has duly and timely withheld and remitted
to the appropriate Taxing Authority all material Taxes due and payable, or, where payment is not yet due, has
established in accordance with the applicable accounting standard an adequate accrual for all material Taxes on
the most recent financial statements contained in the Parent SEC Documents.

(c) There is po claim, audit, action, suit, request for written ruling, proceeding or investigation pending or
threatened in writing against or with respect to Parent or any of its Subsidiaries in respect of any Tax or Tax
Return which (except in the case of a request for a written ruling) if determined adversely would, individually or
m the aggregate, be expected to result in a material Tax deficiency, and there are no material Liens for Taxes
{(other than Permitted Liens) upon any of the assets of the Parent or any of its Subsidiaries.

(d) Parent and each of its Subsidiaries has withheld all material amounts required to have been withheld by
it in connection with amounts paid or owed to any employee, independent contractor, creditor, shareholder or any
other third party; such withheld amounts were either duly paid to the appropriate Taxing Authority or set aside in
accounts for such purpose. Parent and each of its Subsidiaries has reported such withheld amounts to the
appropriate Taxing Authority and to each such employee, independent contractor, creditor, sharcholder or any
other third party, as required under applicable Law.

(e) Neither Parent nor any of its Subsidiaries is liable for any Taxes of any Person (other than Parent and its
Subsidiaries} as a result of being (i) a transferee or successor of such Person, (i1) a member of an affiliated,
consolidated, combined or unitary group that includes such Person as a member or (iii) a party to a tax sharing,
tax indemnity or tax allocation agreement or any other agreement to indennify such Person.

{f) Neither Parent nor any of its Subsidiaries shall be required to include any item of income in, or exclude
any item of deduction from. taxable income for any period (or portion thereof) ending after the Closing Date, as a

result of (1) any change in method of accounting for a taxable period ending on or prior to the Closing Date
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under Section 481 of the Code (or any corresponding provision of state, local or foreign Law), (2) “closing
agreement” as described in Section 7121 of the Code (or any corresponding or similar provision of state, local or
foreign Tax Law) executed on or prior to the Closing Date, (3) intercompany transaction or excess loss account
described in Treasury Regulations under Section 1502 of the Code (or any corresponding or similar provision of
state, local or foreign Tax Law), (4) installment sale or open transaction made on or prior to the Closing Date, or
(5) prepaid amount received on or prior to the Closing Date.

{g) Neither Parent nor any of its Subsidiaries has participated or engaged in any “reportable transaction”
within the meaning of Treasury Regulations Section 1.6011-4 {or any corresponding or similar provision of state,
focal or foreign Tax Law). Neither Parent nor any of its Subsidiaries is a party to any understanding or
arrangement described in Section 6662(d)(2)(C)(11) of the Code or Treasury Regulations Section 1.6011-4(b) or
is a material advisor as defined in Section 6111(b) of the Code.

(h) Neither Parent nor any of its Subsidiaries has (a) been informed by any Taxing Authority in any
jurisdiction in which it does not file a Tax Return that it may be required to file a Tax Return in such jurisdiction,
or (b) consented to extend the time in which any Tax may be assessed or collected by any taxing authority.

(i) Neither Parent nor any of its Subsidiaries has distributed stock of another corporation, or has had its
stock distributed by another corporation, in a transaction that was governed, or purported or intended to be
governed or described, in whole or in part, by Section 355 or Section 368(a)(1)(D3) of the Code.

(j) To the Knowledge of Parent, neither Parent nor any of its Subsidiaries has taken or agreed to take any
action, nor does Parent have Knowledge of any fact or circumstance, that would prevent the Merger from
qualifying as a “reorganization’” within the meaning of Section 368(a)(1)(B) of the Code.

Section 3.16 Employee Benefit Plans.

{a) Section 3.16(a) of the Parent Disclosure Schedule sets forth as of the date of this Agreement a true and
complete list of each “employee benefit plan™ (within the meaning of Section 3(3) of the Employee Retirement
Income Security Act of 1974, as amended (“ERISA™)), and all stock purchase, stock option, severance,
employment, change-in-control, bonus, incentive, deferred compensation and all other material employee benefit
plans, agreements, programs, policies and arrangements, under which any employee or former employee of
Parent or its Subsidiaries has any present or future right to benefits or Parent or its Subsidiaries has any present or
future liability (each, an “Parent Benefit Plan™). With respect to each such Parent Benefit Plan, Parent has made
available to VIBH a true and complete uopjimof such Parent Benefit Plan, if written, or a description of the
material terms of such Parent Benefit Plan if not written, and to the extent applicable: (i) all trust agreements,
insurance Contracts or other funding arrangements: (i1} the most recent actuarial and trust reports for both ERISA
funding and financial statement purposes; (iit) the most recent Form 5500 with all attachments required to have
been filed with the Intemal Revenue Service (the “IRS”) or the Department of Labor and all schedules thereto;
(iv) the most recent IRS determination or opinion letter; and (v) all corrent summary plan descriptions.

(by(i) Each Parent Benetit Plan has been maintained in all material respects in accordance with its terms and
the requirements of applicable Law, (ii) each of Parent and its Subsidiaries has performed all material obligations
required to be performed by it under any Parent Benefit Plan and, to the Knowledge of Parent, is not in any
material respect in default under or in violation of any Parent Benefit Plan and (i) no action (other than
individual claims for benefits in the ordinary course) is pending or threatened in writing with respect to any
Parent Benefit Plan by any current or former employee, officer or director of Parent or any of its Subsidiaries.

{c) Each Parent Benefit Plan that is intended to meet the requirements for tax qualification vnder
Section 401(a} of the Code has received favorable a determination or opinion letter from the IRS as to its tax-
qualified status and the tax-exempt status of its related trust under Section 501(a) of the Code and, to the
Knowledge of Parent, no fact or event has occurred since the date of such letter or letters from the IRS that would
reasonably be expected to adversely affect the tax-qualified status of any such Parent Benefit Plan or the tax-
exempt status of any such trust.
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{d) No lability under Title [V of ERISA has been or is reasonably expected to be incurred by Parent or any
of its Subsidiaries with respect 1o any ongoing, frozen or terminated “single-employer plan,” within the meaning
of Section 4001(a)(15) of ERISA, currently or formerly maintained by any of them, or the single-employer plan
of any entity which is considered one employer with Parent or any of its Subsidiaries under Section 4001 of
ERISA or Section 414 of the Code {a “Parent ERISA Affiliate”). Parent and its Subsidiaries have no liability
{contingent or direct) with respect to any “multiemployer plan” within the meaning of ERISA Section 3(37)
under Title I'V of ERISA (regardless of whether based on contributions of a Parent ERISA Affiliate) and no such
liability is reasonably expected to be incurred by Parent or its Subsidiaries.

(¢) All contributions required to be made under each Parent Benefit Plan, as of the date hereof, have been
timely made when due. Neither any Parent Benefit Plan nor any single-emplover plan of a Parent ERISA
Affiliate has failed to satisfy the minimum funding standard within the meaning of Section 412 of the Code or
Section 302 of ERISA. It is not reasonably anticipated that any Parent Benefit Plan is, or is expected to be, in “at-
risk” status (as defined in Section 430 of the Code or Section 303 of ERISA). Neither Parent nor any of its
Subsidiaries has liability pursuant to Section 4069 of ERISA.

(f) Neither Parent nor any of its Subsidiaries has any lability in respect of post-retirement health, medical or
life insurance benefits for retired, former or current employees of Parent or its Subsidiaries, except for group
health plan continuation coverage as required by applicable Law. Parent has reserved the right to amend,
termimate or modity at any time all Parent Benefit Plans providing for retiree health or life insurance coverage or
other retiree death benefits, and there have been no communications to employees or former employees which
could reasonably be interpreted to promise or guarantee such employees or former employees retiree health or
fife insurance or other retiree death benefits on a permanent basis.

(g) Each Parent Benefit Plan that constitutes a “non-qualified deferred compensation plan” within the
meaning of Section 409A of the Code, complies in both form and operation with the requirements of
Section 409A of the Code so that no amounts paid pursuant to any such Parent Benefit Plan is subject to tax
under Section 409A of the Code. Neither Parent nor any of its Subsidiaries has any obligation to provide any
gross-up payment to any individual with respect to any income Tax, additional Tax, excise Tax or interest charge
imposed pursuant to Section 409A or 4999 of the Code.

(h) Except as set forth in Section 3.16(h) of the Parent Disclosure Schedule, the consummation of the
transactions contemplated hereby to which each of Parent and Merger Sub is a party, will not, either alone or in
combination with another event, (i) entitle any current or former director, officer or employee of Parent or of any
of its Subsidiaries to severance pay, unemployment compensation or any other payment; (i1) result in any
payment becoming due, accelerate the time of payment or vesting, or increase the amount of compensation due
to any such director, officer or employee; (iii) result in any forgiveness of indebtedness, trigger any funding
obligation under any Parent Benefit Plan or impose any restrictions or limitations on Parent’s rights to
administer, amend or terminate any Parent Benefit Plan; or (iv) result in any payment (whether in cash or
property or the vesting of property) to any “disqualified individual” (as such term is defined in Treasury
Regulations Section 1.280G-1) that could reasonably be expected, individually or in combination with any other
such payment, to constitute an “excess parachute payvment” (as defined in Section 280G(b)(1) of the Code).

(i) Parent has previously provided to VIBH a list of all employees of Parent and its Subsidiaries with an
annual salary and bonus in the aggregate of at least $75,000, setting forth each such employee’s name, job title,
current annual rate of compensation (identifying bonuses separately) and any change in compensation since
September 30, 2012.

Section 3.17 Employees: Labor Matters.

(a) Neither Parent nor any of its Subsidiaries is a party to or bound by any collective bargaining agreement,
and there are no labor unions or other organizations representing, or, to the Knowledge of Parent, purporting to
represent or, attempting to represent any emplovees of Parent or anty of its Subsidiaries in their capacity as such.
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(b) Since September 27, 2010, there has not occarred or been threatened in writing any strike, slowdown, work
stoppage, lockout, concerted refusal to work overtime or other similar labor activity or union organizing campaign with
respect to any emplovees of Parent or any of its Subsidiaries. There are no unfair labor practice charges or complaints
pending or, to the Knowledge of Parent, threatened in writing against Parent or any of its Subsidiaries, and there is no
representation petition pending or, to the Knowledge of Parent, threatened in writing with respect to any employee of
Parent or any of its Subsidiaries. Neither Parent nor any of its Subsidiaries has engaged in any plant closing or
employee layoff activities since September 27, 2010 that would violate or give rise to an obligation to provide any
notice under the Worker Adjustment and Retraining Notification Act or any similar state or local Law.

(c) Parent and its Subsidiaries have been in compliance with all applicable Laws relating to employment of
labor, including all applicable Laws relating to wages, hours, collective bargaining, employment discrimination,
civil rights, safety and health, workers” compensation, pay equity, classification of employees, and the collection
and payment of withholding and/or social security Taxes, except where any such noncompliance would not
reasonably be expected to result in a Parent Material Adverse Effect.

Section 3.18 Environmental Matters. Except as would not, individually or in the aggregate, reasonably be
expected to have a Parent Material Adverse Effect, (a) neither Parent nor any of its Subsidiaries has received any
written notice, demand, request for information, citation, sumumons or Order, and, to the Knowledge of Parent, no
complaint has been filed, no penalty has been assessed. no liability has been incurred, and no investigation,
action, written claim, suit or proceeding is pending or, to the Knowledge of the Parent, has been threatened in
writing by any Governmental Entity or other Person with respect to or arising out of any applicable
Environmental Law: (b) to the Knowledge of Parent, there has occurred no release of a hazardous or toxic
substance, material or waste, pollutant or contaminant, including petralenm, petroleum constituents, and
radioactive materials (“Hazardous Substance”) nor, to the Knowledge of Parent, has any Person been exposed to
any Hazardous Substances at, on, under or from any properties currently or formerly owned, leased or operated
by Parent or any Parent Subsidiary during or prior to the term of Parent’s ownership or control: (¢) neither Parent
nor any of its Subsidiaries has transported, stored, treated or disposed, or arranged for the transportation, storage,
treatment or disposal, of any Hazardous Substances at any off-site location in breach or violation of any
applicable Environmental Laws; and (d) neither Parent nor any Parent Subsidiary are party to a written
agreement by which they have assumed or otherwise agreed to assume or perform, either expressly or by
operation of law, the environmental Liabilities of any other Person.

Section 3.19 Intellectmal Property.

{a) Section 3.19(a) of the Parent Disclosure Schedule sets forth a complete and correct list of all (i) Patents,
(ii) registered Trademarks, (iii) registered Copyrights and (iv) domain names owned or co-owned by Parent or
any of its Subsidiaries, specifying as to each such item, as applicable, the owner of record (and co-owner, where
applicable), jurisdiction of application and/or registration, the application and/or registration number, the date of
application and/or registration, and the status of application and/or registration, including without limitation any
deadlines for renewals, maintenance fees or other required filings (only with respect to Patents).

(b) Section 3.19(b) of the Parent Disclosure Schedule sets forth a complete and correct list of all agreements
under which: (1) Parent or any of its Subsidiaries uses or has the right to use any Intellectual Property Rights
owned by a third party (other than off-the-shelf software licensed under shrink wrap agreements); (i) Parent or
any of its Subsidiaries has granted a license or sublicense to any third party to use any Intellectual Property
Rights; and (iii) any Intellectual Property Right is or has been developed for Parent or any of its Subsidiaries,
assigned to Parent or any of its Subsidiaries, or assigned by Parent or any of its Subsidiaries to a third party (the
agreements listed in subsections (1) through (3ii) above, the “Parent IPR Agreements™).

{c) Except as set forth on Section 3.19(c) of the Parent Disclosure Schedule:

(1) To the Knowledge of Parent, the Parent IPR, together with the Intellectual Property Rights licensed to
Parent under the Parent IPR Agreements, constitutes all of the Intellectual Property Rights necessary to conduct and
operate the businesses of the Parent and its Subsidiaries as currently conducted in all material respects.
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(i1} Parent holds the exclusive right, title and interest to the Parent IPR, free and clear of all Liens
{other than the Parent IPR Agreements, or licenses granted by Parent or its Subsidiaries (expressly or implicitly)
in the ordinary course of business in connection with the sale, Jease or transfer of products), adverse claims or
other restrictions, or any requirement of any past, present or future royalty payments. The copsummation of the
fransactions contemplated by this Agreement will not result in a loss or impairment of, require payment of any
amounts with respect to, nor require the consent of any other Person in respect of Parent’s and its Subsidiaries’
right to own, use or hold for use by Parent or its Subsidiaries, any of the Parent IPR or to use any Intellectual
Property Rights licensed under the Parent IPR Agreements in the conduct and operation of the businesses of the
Parent and its Subsidiaries as currently conducted in all material respects.

(ii1) None of the Parent [PR is or has been involved in any opposition, cancellation, interference,
reissue or reexamination proceeding; no material Software owned or co-owned by Parent, or any other Parent
IPR. has been placed in escrow; and no Parent IPR is the subject of any Order (excluding rejections, orders or
ruilings issues in the context of the application for registration of Parent IPR) or any Proceeding. Except for the
license agreements listed in Section 3.19(b)(1) and (ii1) of the Parent Disclosure Schedule, Parent has not granted
any options with respect to, or has otherwise encumbered or placed limitations on any Parent IPR or Parent’s or
its Subsidiaries’ use thereof.

(1v) The Parent IPR are enforceable and in full force and effect. Parent or its Subsidiaries have not
received in the past six (6) years any written notice alleging that any Parent IPR or any Parent IPR Agreements
are invalid or unenforceable, or challenging Parent’s or any of its Subsidiaries’ ownership of or right to use any
such rights. Each of the registrations and recordations of Parent IPR identified in Section 3.19(a) of the Parent
Disclosure Schedule is held and/or recorded in the name of Parent or one of its Subsidiaries, is in full force,
enforceable, has been duly applied for and registered in accordance with applicable Law, including without
fimitation in the case of Patents the duty of candor, and all past or outstanding maintenance obligations have been
satisfied. All necessary and material registration, maintenance and renewal fees in connection with the Parent
IPR have been paid and all necessary documents and certificates in connection with such Parent IPR have been
filed with the refevant authorities in the jurisdictions in which such Parent IPR is registered for the purposes of
maintaining such Parent IPR.

(v) The Parent IPR Agreements are valid and are in full force and effect and constitute legal, valid and
binding obligations of Parent, and. to the Knowledge of Parent, of the other parties thereto. Parent has not given
or received any notice of default or any event which with the lapse of time would constitute a default under the
Parent IPR Agreements or any other agreement relating to the Parent IPR; neither Parent, any of its Subsidiaries,
nor, to its Knowledge, any other Person, currently is in default with regard to any agreement relating to the
Parent IPR, and there exists no condition or event (including without limitation the execution, delivery and
performance of this Agreement) which, with the giving of notice or the lapse of time or both, would constitute a
default by Parent or any of its Subsidiaries under any such agreement, or would give any Person any right of
termination, cancellation or acceleration of any performance under any such agreement or result in the creation
or imposition of any Lien, in each case.

(vi) The products and services and the business of Parent and its Subsidiaries as currently conducted do
not infringe, misappropriate or violate, the Intellectaal Property Rights of any third party, and Parent has not
received any written cease and desist, invitation to license or other notice in the past six (6) years alleging,
expressly or implicitly, that Parent or any of its Subsidiaries requires any license with respect to, or is infringing,
misappropriating or violating the Intellectual Property Rights of any third party. Neither Parent nor any of its
Subsidiaries is subject to any Order barring or limiting the use of any Intellectual Property Rights, and neither
Parent nor any of its Subsidiaries is a party to any past, pending or, to the Knowledge of Parent, threatened,
action, lawsuit, or any other judicial, arbitral or administrative proceeding relating to any Intellectual Property
Rights, including without limitation involving any claim that Parent or any of its Subsidiaries infringed or
infringes, misappropriated or is misappropriating, or violated or is violating the Intellectual Property Rights of
any third party.
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{vii) Parent has taken commercially reasonable and appropriate steps to protect and maintain all Parent
IPR, including without limitation to preserve the confidentiality of any Trade Secrets. Any disclosure by Parent
or its Subsidiaries of Trade Secrets to any third party has been pursuant to the terms of a written agreement with
such Person or is otherwise lawful. Parent has in place appropriate written internal information security policies,
which are published to employees and enforced, and which include guidelines for the use, processing,
confidentiality and security of Parent, customer, employee and other confidential data consistent with applicable
f.aw, contractual commitments of Parent and its Subsidiaries and data privacy promises and other data policies
published to customers. Parent’s and its Subsidiaries” practices with regard to the collection, dissemination and
use of data are and bave been in accordance in all material respects with applicable Laws relating to data
protection, contractual commitments of Parent or the applicable Subsidiary and any published privacy policies,
and Parent has a written agreement with each third party service provider having access to such data requiring
compliance with such applicable laws and/or contractual commitments. Neither Parent nor any of its Subsidiaries
has suffered a material security breach with respect to their data or systems, and neither Parent nor any of its
Subsidiaries has notified or had reason to notify customers or employees of any information security breach.

(viii) All rights of inventors, authors and other persons who participated in the development of the
Parent IPR have been duly assigned to Parent pursuant to a written agreement, and such assigninents have been
duly recorded in accordance with applicable Law. Parent has a policy to secure and has secured from all
employees, consultants, contractors who contribute or have contributed to the creation or development of any
Parent IPR, a written agreement assigning to Parent all rights to such contributions, which agreement includes a
present tense assignment of future inventions.

(ix) To the Knowledge of Parent, no third party has or is infringing on, misappropriating or otherwise
violating any Parent IPR. In the last six (6) vears, neither Parent nor any of its Subsidiaries has sent any written
notice to or asserted or threatened any action or claim against any Person involving or relating to any Parent IPR.

{(x) No Parent IPR were developed. in whole or in part (A) pursuant to or in connection with the
development of any professional, technical or industry standard, (B) under contract with any Governmental
Authority, or (C) using any software, software development toolkits, databases, libraries, scripts, or other, similar
modules of software that is or are subject to “open source” or similar license terms.

(xi) All material Software owned or used by Parent or its Subsidiaries under license is, in good working
order and condition and is sufficient in all material respects for the purposes for which it is used; neither Parent
nor its Subsidiaries has experienced any material defects in design, workmanship or material in connection with
the use of such Software that have not been corrected; to the Knowledge of Parent, no such Software contains
any computer code or any other procedures, routines or mechanisms which may: (A) disrupt, disable, harm or
impair in any material way such Software’s operation, (B) cause such Software to damage or corrupt any data,
storage media, programs, equipment or communications of Parent, its Subsidiaries or clients, or otherwise
interfere with Parent’s or its Subsidiaries’ operations or (C) permit any third party to access any such Software to
cause disruption, disablement, harm, impairment, damage or corruption (sometimes referred to as “traps”,
“access codes” or “trap door” devices).

Section 3.20 Parent Material Contracts.

(a) Section 3.20 of the Parent Disclosure Schedule sets forth a list of each Contract to which Parent or any of
its Subsidiaries is a party as of the date of this Agreement or by which Parent, any of its Subsidiaries or any of its
respective properties or assets is bound as of the date of this Agreement, which:

(1) 1s a “material contract” within the meaning of Item 601(b)}(10) of Regulation S-K promulgated by
the SEC;

(i1} contains covenants of Parent or any of its Subsidiaries not to compete or engage in any line of
business or compete with any Person in any geographic area;
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(iil) pursuant to which Parent or any of its Subsidiaries has entered into a partnership or joint venture
with any other Person (other than Parent or any of its Subsidiaries);

(iv) relates to or evidences indebtedness for borrowed money or any guarantee of indebtedness for
borrowed money by Parent or any of its Subsidiaries in excess of $1,000,000;

(v) evidences any guarantee of obligations of any Person other than a wholly owned Subsidiary of
Parent in excess of $1,000,000;

(vi) relates to the spinoff of Parent from LRAD Corporation in September, 2010;
{vii} constitutes a Parent IPR Agreement;

(viii) provides for aggregate payments by or to it in excess of $2,000,000 in any 12 month period other
than any Contracts that were entered into in the ordinary course of business;

{ix} contains provisions (a) restricting Parent or its Subsidiaries from freely setting prices for its
products, services or technologies (including “most favored nations” terms and conditions (including with respect
to pricing), (b) granting any exclusive rights, rights of refusal, rights of first negotiation or similar rights to any
Person, or (c) that limits or purports to limit in any material respects the ability of Parent or any of its Affiliates
to own, operate, sell, transfer, pledge or otherwise dispose of any material assets or businesses, in each case,
other than any Contracts that were entered into in the ordinary course of business;

(x) includes indemnification obligations of Parent or any of its Subsidiaries with a liability of $500,000
or more other than any Contracts that were entered into in the ordinary course of business; or

(x1) which would reasonably be expected to prohibit, impede or materially delay the consummation of
the Merger or any of the transactions contemplated by this Agreement (including any Qualified Offering).

Each such Contract set forth on Section 3.20 of the Parent Disclosure Schedule is a “Parent Material Contract.”
Parent has provided VTBH with a true and correct copy of each Parent Material Contract.

(b) Each Parent Material Contract is (assuming due power and authority of, and due execution and delivery
by the parties thereto other than Parent or any of its Subsidiaries) a valid and binding obligation of Parent or its
Subsidiaries party thereto, subject to the Bankyuptey and Equity Exception, except for any failures to be valid and
binding which would not, individually or in the aggregate, reasonably be expected to have a Parent Material
Adverse Effect. Neither Parent nor any of its Subsidiaries nor, to the Knowledge of Parent, any other party to any
Parent Material Contract is in breach of or in default under any Parent Matertal Contract, and. to the Knowledge
of Parent, no event has occurred that, with the lapse of time or the giving of notice or both, would constitute a
default thereunder by any party thereto, and neither Parent nor any of its Subsidiaries has received any written
claim of any such breach or default, except for such breaches and defaults which would not, individually or in the
aggregate, reasonably be expected to have a Parent Material Adverse Effect.

Section 3.21 Brokers” and Finders' Fees. Except as set forth on Section 3.21 of the Parent Disclosure
Schedule, and any investment banker, broker or finder retained in connection with a Qualified Offering in
accordance with Section 5.2(p), the fees and expenses of which will be paid by Parent, there is no investment
bariker, broker or finder that has been retained by or is asthorized to act on behalf of Parent, Merger Sub or any
of their respective Subsidiaries who is entitled to any fee or commission from Parent, Merger Sub or any of their
respective Subsidiaries in connection with the transactions to which Parent is a party contemplated hereby.

Section 3.22 Product Liability.

{(a) To the Knowledge of Parent, each of Parent’s products is free of, and does not contain, any defect in the
design or formulation of such product, latent or otherwise. No product liability claims have been received in
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writing by Parent or a Parent Subsidiary and, to the Knowledge of Parent, no such claims have been threatened
against Parent or a Parent Subsidiary relating to any of Parent’s products nor is there a basis for any such claim.
There is no Order or Proceeding outstanding against Parent or a Parent Subsidiary relating to product liability
claims.

(b) To the Knowledge of Parent, except as set forth on Section 3.22 of the Parent Disclosure Schedule, there
have been no disputes, controversies, claims or written complaints since September 27, 2010 in which a
customer, distributor or other user of any of Parent’s products claimed that such product caused adverse health-
related effects or injury.

Section 3.23 Takeover Laws. No “fair price,” “moratorium,” “control share acquisition,” “interested
stockholder” or other anti-takeover statute or regulation is applicable to this Agreement, the Merger or the other
fransactions contemplated hereby by reason of Parent or Merger Sub being a party to this Agreement, performing
its obligations hereunder and consummating the Merger and the other transactions contemplated hereby,
mcluding, but not limited to, Sections 78.378 through 78.3793 of the Nevada Revised Statutes. There is no
stockholder rights plan in effect, to which Parent is a party or otherwise bound.

Section 3.24 Affiliate Transactions. Except as set forth on Section 3.24 of the Parent Disclosure Schedule,
there are no transactions, agreements, arrangements or understandings between (1) Parent or any of its
Subsidiaries, on the one hand, and (1) any directors, officers or stockholders of Parent, on the other hand, of the
type that would be required to be disclosed under Item 404 of Regulation S-K promulgated vnder the Securities
Act.

Section 3.25 Insurance. With tespect to each insurance policy that is material o Parent and its Subsidiaries
that is currently in place, neither Parent nor any of its Subsidiaries is in material breach or default (inclnding any
such breach or default with respect to the payment of premiiums or the giving of notice) and, to the Knowledge of
Parent, no event has occurred which, with notice or the lapse of time, would constitute such a material breach or
default, or permit termination or modification, under the policy. Except as would not reasonably be expected to
result in a Parent Material Adverse Effect, Parent’s insurance policies protect Parent’s and its Subsidiaries”
properties from losses and risks in a manner reasonable for its and their respective assets and properties and are
of the types and in amounts customarily carried by Persons conducting similar businesses or operating similar
assets in the area(s) in which Parent’s business is conducted. Except as set forth on Section 3.25 of the Parent
Disclosure Schedule, there i3 no material claim pending under anry of such policies as to which coverage has been
denied by the underwriters of such policies.

Section 3.26 Top Customers and Suppliers. Since January 1, 2013, none of the top ten customers or top five
suppliers of Parent and its Subsidiaries has notified Parent or its Subsidiaries in writing that it intends to
discontinue its relationship with Parent or its Subsidiaries.

Section 3.27 No Other Representations and Warranties; Disclaimer. Except for the representations and
warranties made by Parent and Merger Sub in this Article HI and the Parent Disclosure Schedules, neither Parent,
Merger Sub nor any other Person makes any express or implied representation or warranty with respect to Parent,
Merger Sub or any of their respective Subsidiaries or their respective businesses, operations, assets, liabilities,
condition (financial or otherwise) or prospects, and Parent and Merger Sub hereby disclaim any such other
representations or watranties.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF VTBH

Except as set forth in the disclosure letter delivered by VTBH to Parent on or prior to the date of this
Agreement (the “VTBH Disclosure Schedule”), VTBH represents and warrants to Parent and Merger Sub as set
forth in this Article ['V. For purposes of the representations and warranties of VTBH contained herein, disclosure
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in any section of the VITBH Disclosure Schedule of any facts or circumstances shall be deemed to be disclosure
of such facts or circumstances with respect to all representations or warranties by VIBH to the extent the
relevance of such disclosure to the applicable representation and warranty is reasonably apparent on the face
thereof. The inclusion of any information in the VTBH Disclosure Schedule or other document delivered by
VTBH pursunant to this Agreement shall not be deemed to be an admission or evidence of the materiality of such
iteps, nor shall it establish a standard of materiality for any purpose whatsoever.

Section 4.1 Corporate Organization.

(ay VIBH (i) is a corporation duly organized, validly existing and in good standing under the laws of the
State of Delaware, (i1) has all organizational powers and all material governmental licenses, authorizations,
do business as a foreign corporation in each jurisdiction where such gualification is necessary, except for such
variances from the matters set forth in any of clauses (it) or (i11) as would not, individually or in the aggregate,
reasonably be expected to have a VIBH Material Adverse Effect.

(b) True and complete copies of the VIBH Charter and the Bylaws of VTBH, as amended through, and as
in effect as of, the date of this Agreement (the “VTBH Bylaws”), have previously been made available to Parent.

(c) Each VTBH Subsidiary (1) is duly organized. validly existing and in good standing under the laws of its
Jurisdiction of organization, (i1) is duly licensed or gualified to do business in each jurisdiction in which the
nature of the business conducted by it or the character or location of the properties and assets owned or leased by
it makes such licensing or qualification necessary, and (i) has all requisite corporate power and authority to own
or lease its properties and assets and to carry on its business as now conducted, except for such variances from
the matters set forth in any of clauses (i) or (iii} as would not, individually or in the aggregate, reasonably be
expected to have a VTBH Material Adverse Effect.

Section 4.2 Capitalization.

{a) As of the date of this Agreement, the authorized capital stock of VITBH consists of 50,000,000 shares of
VTBH Series A Preferred Stock, 1,000,000 shares of VIBH Series B Preferred Stock and 100,000,000 shares of
VTBH Common Stock. As of the date of this Agreement, (i) 48,689,555 shares of VTBH Series A Preferred
Stock, 1,000,000 shares of VIBH Series B Preferred Stock and 35,282,286 shares of VIBH Common Stock
were issued and outstanding, (i) 1o shares of VTBH Stock were held in treasury, (i) 48,689,555 shares of
VTBH Common Stock were issuable upon conversion of the outstanding VIBH Series A Preferred Stock,

(iv) 11,490,597 shares of VI'BH Common Stock were subject to outstanding VTBH Stock Options (of which
VTBH Stock Options to purchase an aggregate of 1,793,519 shares of VIBH Common Stock were exercisable)
and (v) 1,153,697 VIBH Phantom Units were outstanding. Section 4.2 of the VTBH Disclosure Schedule
contains a complete and correct list, as of the date of this Agreement, of each outstanding VTBH Stock Option
and VTBH Phantom Unit, imcluding, as applicable, the holder, date of grant, exercise price (io the extent
applicable), vesting schedule and number of shares of VIBH Common Stock subject thereto and each VITBH
Award Plan pursuant to which such VIBH Stock Option was granted.

(b) As of the date of this Agreement, except for this Agreement, the VITBH Series A Preferred Stock and
VTBH Stock Options, there are not issued, reserved for issuance or outstanding, and there are not any
outstanding obligations of VIBH or any VTBH Subsidiary to issue, deliver or sell, or cause to be issned,
delivered or sold, any Equity Equivalents of VIBH or any VTBH Subsidiary. Except for Forfeitures and
Cashless Settlements in connection with the VTBH Stock Options, there are not any outstanding obligations of
VTBH or any of the VIBH Subsidiaries to directly or indirectly redeem, repurchase or otherwise acquire any
shares of capital stock or voting securities of, other equity interests in or Equity Equivalents of VIBH or any
VTBH Subsidiary. Neither VTBH nor any of the VIBH Subsidiaries is a party to any voting agreement with
respect to the voting of any capital stock or voting securities of, or other equity interests in, VIBH. All
outstanding shares of capital stock of VTBH have been, and all shares that may be issued pursuant to any
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emplovee stock option or other compensation plan or arrangement or warrant will be, when issued in accordance
with the respective terms thereof, duly authorized, validly issued and fully paid. The consummation of the
Merger and the other transactions contemplated hereby will not, as of the Effective Time, trigger any preemptive
rights of any Person with respect to the capital stock of VTBH, whether by law or otherwise. With respect to the
VTBH Stock Options, (A) each grant of a VIBH Stock Option was duly authorized no later than the Grant Date
by all necessary corporate action, including, as applicable, approval by the VIBH Board, or a committee thereof,
or a duly authorized delegate thereof, and any required approval by the stockholders of VTBH by the necessary
number of votes or written consents, and the award agreement governing such grant, if any, was duly executed
and delivered by each party thereto within a reasonable time following the Grant Date, (B) each such grant of
VTBH Stock Options was made in accordance with the terms of the applicable VIBH Award Plan and all other
applicable Law, (C) the per share exercise price of each VIBH Stock Option was not less than the fair market
value of a share of VIBH Common Stock on the applicable Grant Date, (D) each such grant was properly
accounted for in all material respects in accordance with GAAP in the financial statements (including the related
notes) of VTBH, and (E} no amendments, modifications or other changes have been made to any such grants of
VTBH Stock Options after the Grant Date.

{¢) No bonds, debentures, notes or other indebtedness of VTBH having the right to vote on any matters on
which stockholders may vote are issued or outstanding.

(d) All of the 1ssued and cutstanding shares of capital stock or other equity ownership interests of each
Subsidiary of VIBH are owned by VIBH, directly or indirectly, free and clear of any Liens other than Permitted
Liens, and free of any restriction on the right to vote, sell or otherwise dispose of such capital stock or other
equity ownership interest (other than restrictions under applicable securities Laws), and all of such shares or
equity ownership interests are duly authorized, validly issued and are fully paid, nonassessable and free of
preemptive rights. Except for the capital stock or other equity ownership interests of the VTBH Subsidiaries, as
of the date of this Agreement, VTBH does not beneficially own, directly or indirectly, any capital stock,
membership interest, partnership interest, joint venture interest or other equity interest in any Person.

(¢) All holders of VTBH Stock are “accredited investors” within the meaning of Rule 501(a) promulgated
under the Securities Act.

Section 4.3 Corporate Authorization.

(a) VTBH has all necessary corporate power and authority to execute and deliver this Agreement, to
perform its obligations hereunder and to consummate the transactions to which it is a party contemplated hereby.
The execution, delivery and performance by VTBH of this Agreement and the consummation by VTBH of the
transactions to which it is a party contemplated hereby have been duly and validly authorized and approved by
the VIBH Board. No other corporate proceedings on the part of VIBH or any other vote by the holders of any
class or series of capital stock of VTBH are necessary to approve or adopt this Agreement or to consumumate the
transactions contemplated hereby (except for the filing of the Certificate of Merger, as required by applicable
Law). The stockholders of VTBH have no dissenters’ or appraisal rights in connection with the Merger or the
other transactions contemplated hereby.

(b) This Agreement has been duly executed and delivered by VTBH and, assuming due power and authority
of, and due execution and delivery by, the other parties hereto, constitutes a valid and binding obligation of
VTBH, enforceable against VTBH in accordance with its terms, subject to the Bankruptcy and Equity Exception.

Section 4.4 Governmental Authorization. The execution, delivery and performance by VIBH of this
Agreement and the consummation by VIBH of the transactions to which it is a party contemplated hereby
require at or prior to the Closing no consent or approval by, or filing with, or notification to any Governmental
Entity, other than (a) the filing of the Certificate of Merger with the Secretary of State of the State of Delaware
and appropriate documents with the relevant authorities of other states in which VIBH is qualified to do
business, (b) compliance with any applicable requirements of the HSR Act and any other Antitrust Law,
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(c) compliance with any applicable requirements of the Securities Act, the Exchange Act, any other applicable
U.S. federal or state securities Laws or “blue sky”” Laws, and any foreign securities Laws, and {d} any other
consents, approvals or filings the failure of which to be obtained or made would not, individually or in the
aggregate, reasonably be expected to have a VIBH Material Adverse Effect.

Section 4.5 Non-Contr ton. The execution, delivery and performance by VIBH of this Agreement do
not, and the consummation of the transactions to which it is a party contemplated hereby will not, (a) violate or
conflict with or result in any breach of any provision of the Organizational Documents of VTBH or any of its
Subsidiaries; (b) assuming comphiance with the matters referred to in Section 3.4 (and assuming the accuracy and
completeness of Section 3.4), violate or conflict with any provision of any applicable Law; (¢) violate or conflict
with or result in any breach or constitute a default, or an event that, with or without notice or lapse of time or
both, would constitute a default under, or cause the termination, cancellation, acceleration or other change of any
right or obligation or the loss of any benefit to which VTBH or any of its Subsidiaries is entitled, or require
consent by any Person under, any loan or credit agreement, note, mortgage, indenture, lease, VTBH Benefit Plan,
or VTBH Material Contract; or (d) result in the creation or imposition of any Lien (other than Permitted Liens)
on any asset of VIBH or any of its Subsidiaries, except in the case of clause (b), (c) or (d), as would not,
individually or in the aggregate, reasonably be expected to have a VIBH Material Adverse Effect.

Section 4.6 VTBH Financial Statements.

(a) VTBH has previously provided or made available to Parent or Merger Sub or their representatives:
(1) the unaudited balance sheet of VIBH as of December 31, 2012 and the related statements of income and cash
flows for the year then ended; (ii) the andited balance sheet of VTBH's Subsidiary, Voyetra Turtle Beach, Inc.
(“VTB"), as of December 31, 2011 and the related statements of income and cash flows for the year then ended;
(ii1) the unandited balance sheet of VTB as of December 31, 2012 and the related unaudited statements of income
and cash flows for the year then ended; and (iv} the vnaudited balance sheet of VTB as of June 29, 2013 and the
related unaudited statements of income and cash flows for the six-month pericd then ended {(collectively,
including with respect to the audited balance sheets and related statements of income and cash tlows, any reports,
notes and schedules thereto, the “YTBH Financial Statements”). The audited balance sheet of VIB as of
December 31, 2012 and the related audited statements of income and cash flows for the year then ended will be
substantially the same as the unaudited versions of the same included in the VIBH Financial Statements. Except
as sef forth in the notes thereto, the VTBH Financial Statements faitly present in all material respects the
financial position of VIBH or VTB, as applicable, as at the respective dates thereof, and the results of operations
and cash flows of VITBH or VTB, as applicable, for the respective periods then ended (subject, in the case of the
unandited statements, to normal year-end audit adjustments and to the absence of information or notes not
required by GAAP to be included in interim financial statements) and were prepared, in all material respects, in
accordance with, and complied, in all material respects, with GAAP during the periods involved (except, in the
case of the unaudited statements, for the absence of footnotes and year-end adjustments) applied on a consistent
basis (except as may be indicated therein or in the notes thereto).

(b) To the Knowledge of VTBH, VTB has established and maintains a system of internal accounting
controls designed to give reasonable assurance: (i) regarding the reliability of financial reporting and the
preparation of VIB’s financial statements in accordance with GAAP, (i) that receipts and expenditores of VIB
and its Subsidiaries are being made only in accordance with authorizations of management and the VTB Board,
and (ii1) regarding prevention or timely detection of the unauthorized acquisition, use or disposition of VIB’s
and its Subsidiaries” asscts that could have a material effect on VTB's financial statements. To the Knowledge of
VTBH, there are no significant deficiencies or material weaknesses in the design or operation of VIBH’s internal
controls which are reasonably likely to adversely affect in any material respect its ability to record, process,
summarize and report financial data. VTBH has made available to Parent wrue and complete copies of any
management letters issued to VIB by its auditors since October 12, 2010.

Section 4.7 Information Supplied. The information supplied or to be supplied by VTBH specifically for
inclusion in the Proxy Statement shall not, at the time that the Proxy Statement (and all amendments thereto) is
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filed with the SEC and at the time of the Parent Stockholder Meeting, contain any untroe statement of a material
fact or omit fo state any material fact required to be stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they were made, not misleading, except that, in each case, no
representation or warranty is made by VITBH with respect to statements made therein based on information
supplied by or on behalf of Parent or Merger Sub specifically for inclusion in the Proxy Statement.

Section 4.8 Absence of Certain Changes or Events.

(a) From December 31, 2012 through the date hereof, no event or events or development or developments
have occurred that have had or would reasonably be expected to have, individually or in the aggregate, a VIBH
Material Adverse Effect.

{b) Except in connection with the execution and delivery of this Agreement and the transactions
contemplated by this Agreement, from December 31, 2012 through the date of this Agreement, VIBH and the
VTBH Subsidiaries have carried on their respective businesses i all material respects in the ordinary course of
business consistent with past practice.

Section 4.9 Undisclosed Liabilities. There are no material liabilities or obligations of VTBH or any of its
Subsidiaries of any nature, whether accrued, contingent, absolute, determined, determinable or otherwise,
whether or not required by GAAP to be reflected on a consolidated balance sheet of VIBH and its Subsidiaries
other than: (a) liabilities or obligations reflected or reserved against in VIBH's consolidated balance sheet as of
December 31, 2012 included in the VTBH Disclosure Schedules or in the notes thereto, (b) liabilities or
obligations that were incurred since December 31, 2012 in the ordinary course of business consistent with past
practice or in connection with this Agreement or the transactions contemplated hereby, (c) liabilities or
obligations under Contracts to which VTBH or any of its Subsidiaries is a party, other than Liabilities or
obligations with regard to which VTBH or any of its Subsidiaries has breached or is in default and (d) liabilities
that have not resulted in and would not reasonably be expected to result in, individually or in the aggregate, a
VTBH Material Adverse Effect.

Section 4.10 Compliance with Laws.

{a) Since October 12, 2010, the business and operations of VTBH and its Subsidiaries have been conducted
in compliance with all applicable Laws (including Health Laws) except where the failure to so conduct such
business and operations or comply with such rules and regulations would not, individually or in the aggregate,
reasonably be expected to have a VIBH Material Adverse Effect.

(b) All of the VTBH Permuts are in full force and effect in accordance with their terms and there is no
proceeding or investigation to which VTBH or any VTBH Subsidiary is subject before a Governmental Entity
that is pending or threatened in writing that would reasonably be expected to result in the revocation, failure to
renew or suspension of, or placement of a restriction on, any such VTBH Permits, except where the failore to be
in full force and effect in accordance with their terms, revocation, failure to renew, suspension or restriction
would not, individually or in the aggregate, reasonably be expected to have a VIBH Material Adverse Effect.

{c) There is no proceeding to which VIBH or any VTBH Subsidiary is subject before any Governmental
Entity pending or, to the Knowledge of VIBH, threatened in writing regarding whether any of the VIBH
Subsidiaries has violated any applicable Laws (including Health Laws), nor, to the Knowledge of VIBH, any
investigation by any Governmental Entity pending or threatened in writing with respect to possible violations of
any applicable Laws, which, if determined or resolved adversely agamst VIBH or any VTBH Subsidiary, would,
mdividually or in the aggregate, reasonably be expected to be material to VTBH and its Subsidiaries, taken as a
whole, or would reasonably be expected to have a VIBH Material Adverse Effect.

(d) None of VIBH, any VTBH Subsidiary, or any director, officer, employee, agent or Affiliate of VIBH or
any VTBH Subsidiary (i) is excluded, suspended, debarred or otherwise ineligible to participate in any federal or
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state funded health care program or (ii) has engaged in any conduct which could result in debarment or
disqualification by any such federal or state funded health care program, and no such exclusion or suspension is
pending or threatened.

(e} Neither VITBH nor any VTBH Subsidiary, nor, to the Knowledge of VTBH, any director, officer, agent,
employee or Affiliate of VTBH or any VTBH Subsidiary is party to any action, or is the subject of any allegation
made by any Governmental Entity, or has taken any action, directly or indirectly, (i) that would constitute a
violation by such Persons of the FCPA, including making use of the mails or any means or instrumentality of
interstate commerce corruptly in furtherance of an offer, payment, promise to pay or authorization of the
payment of any money, or other property. gift, promise to give, or authorization of the giving of anything of
value to any “foreign official” (as such term is defined in the FCPA) or any foreign political party or official
thereot or any candidate for foreign political office, in contravention of the FCPA, or (i1) that would constitute an
offer to pay, a promise to pay or a payment of money or anything else of value, or an authorization of such offer,
promise or payment, directly or indirectly, to any employee, agent or representative of another company or entity
in the course of their business dealings with VTBH or any VTBH Subsidiary, in order to uplawfully induce such
person to act against the interest of his or her emplover or principal, in each case, in contravention of the FCPA.
There is no current, pending, or, to the Knowledge of VTBH, threatened charges, proceedings, investigations,
audits, or complaints against VIBH or any VIBH Subsidiary or, to the Knowledge of VTBH, any director,
officer, agent, employee or Affiliate of VIBH with respect to the FCPA or any other anti-corruption Law or
regulation.

Section 4.11 Litigation. There is no Proceeding pending against or, to the Knowledge of VTBH, threatened
in writing against VIBH or any of its Subsidiaries (or, to the Knowledge of VTBH pending against or threatened
in writing against any present or former officer, director or employee of VIBH or any VTBH Subsidiary in
connection with which VTBH or any VIBH Subsidiary has an indemnification obligation} before any
Governmental Entity, which, if determined or resolved adversely in accordance with the plaintiff’s or claimant’s
demands, would, individually or in the aggregate, reasonably be expected to be material to VIBH and its
Subsidiaries, taken as a whole, or would reasonably be expected to have a VIBH Material Adverse Effect. There
is no Order cutstanding against VTBH or any of its Subsidiaries which would, individually or in the aggregate,
reasonably be expected to have a VIBH Material Adverse Effect.

Section 4.12 Title to Properties; Absence of Liens. Section 4.12 of the VITBH Disclosure Schedule sets forth
a true and complete description (including address, and for each lease, sublease and license, all amendments,
extensions, renewals, gnaranties, modifications, supplements or other agreements, if any, with respect thereto) of
all real property leased, subleased or licensed by VIBH or any of its Subsidiaries (collectively, the “VTBH
Leased Real Properties”; and the leases, subleases and licenses with respect thereto, collectively, the “VTBH
Real Property Leases™). VIBH has delivered or otherwise made available to Parent true, correct and complete
copies of the VTBH Real Property Leases, together with all amendments, extensions, renewals, guaranties,
modifications, supplements or other agreements, if any, with respect thereto. To the Knowledge of VIBH, each
of the VIBH Real Property Leases is in full force and effect. VIBH or one of its Subsidiaries has a valid,
binding and enforceable leaschold or subleasehold interest (or license, as applicable) in each VIBH Leased Real
Property, in each case as to such leasehold or subleasehold interest (or license, as applicable}, free and clear of all
fiens (other than Permitted [iens). Neither VIBH nor any of its Subsidiaries, nor, to the Knowledge of VIBH,
any other party thereto is in default or breach under the terms of any VIBH Real Property Lease. Neither VIBH
nor any of its Subsidiaries owns any real property or any interests (other than VTBH Real Property Leases) in
real property. No consents or approvals are necessary under the terms of the VIBH Real Property Leases for the
Merger.

Section 4.13 Taxes.

{a) All material Tax Returns required by applicable Law to be filed with any Taxing Authority by, or on
behalf of, VTBH or any of its Subsidiaries have been duly filed when due (including extensions) in accordance
with all applicable Laws, and all such Tax Returns are true, correct and complete in all material respects.
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(b) VTBH and each of its Subsidiaries has duly and timely paid or has duly and timely withheld and
remitted to the appropriate Taxing Authority all material Taxes due and payable, or, where payment is not yet
due, has established in accordance with the applicable accounting standard an adequate accrual for all material
Taxes on the most recent financial statements contained in Section 4.6 of the VITBH Disclosure Schedule.

() There is no claim, audit, action, suit, request for written ruling, proceeding or investigation pending or
threatened in writing agamnst or with respect to VIBH or any of its Subsidiaries in respect of any Tax or Tax
Return which (except in the case of a request for a written ruling) if determined adversely would, individually or
in the aggregate, be expected to result in a aterial Tax deficiency, and there are no material Liens for Taxes
(other than Permitted Liens) upon any of the assets of VIBH or any of its Subsidiaries.

(d) VTBH and each of its Subsidiaries has withheld all material amounts required to have been withheld by
it in connection with amounts paid or owed to any employee, independent contractor, creditor, shareholder or any
other third party; such withheld amounts were either duly paid to the appropriate Taxing Authority or set aside in
accounts for such purpose. VIBH and each of its Subsidiaries has reported such withheld amounts to the
appropriate Taxing Authority and to each such employee, independent contractor, creditor, shareholder or any
other third party. as required under applicable Law.

{e) Neither VITBH nor any of its Subsidiaries is liable for any Taxes of any Person (other than VIBH and its
Subsidiaries) as a result of being (i) a transferee or successor of such Person, (i1) a member of an affiliated,
consolidated, combined or unitary group that includes snch Person as a member or (111} a party to a tax sharing,
tax indemnity or tax allocation agreement or any other agreement to indemnify such Person.

(1) Neither VTBH nor any of its Subsidiaries shall be required to include any item of income in, or exclude
any itemn of deduction from, taxable income for any period (or portion thereof) ending after the Closing Date, as a
result of (1) any change in method of accounting for a taxable period ending on or prior to the Closing Date
under Section 481 of the Code (or any corresponding provision of state, local or foreign Law), (2) “closing
agreement” as described in Section 7121 of the Code (or any corresponding or similar provision of state, local or
foreign Tax Law) executed on or prior to the Closing Date, (3) intercompany transaction or excess loss account
described in Treasury Regulations under Section 1502 of the Code (or any comesponding or similar provision of
state, local or foreign Tax Law), (4) installment sale or open transaction made on or prior to the Closing Date, or
(5) prepaid amount received on or prior to the Closing Date.

{g) Neither VIBH nor any of its Subsidiaries has participated or engaged in any “reportable transaction”
within the meaning of Treasury Regulations Section 1.6011-4 (or any corresponding or similar provision of state,
local or foreign Tax Law). Neither VTBH nor any of its Subsidiaries is a party to any understanding or
arrangement described in Section 6662(d)(2)C)(ii) of the Code or Treasury Regulations Section 1.6011-4(b) or
is a material advisor as defined in Section 6111(b) of the Code.

(h) Neither VTBH nor any of its Subsidiaries has (a) been informed by any Taxing Authority in any
Jurisdiction in which it does not file a Tax Return that it may be required to file a Tax Return in such jurisdiction,
or (b) consented to extend the time in which any Tax may be assessed or collected by any taxing authority.

(i) Neither VTBH nor any of its Subsidiaries has distributed stock of another corporation, or has had its
stock distributed by another corporation, in a transaction that was governed, or purported or intended to be
governed or described, in whole or in part, by Section 355 or Section 368(a)(1)(D) of the Code.

{(j) As of the date hereof, neither VTBH nor any of its Subsidiaries has taken or agreed to take any action,
nor does VIBH have Knowledge of any fact or circumstance, that would prevent the Merger from qualifying as a
“reorganization” within the meaning of Section 368(a) of the Code.
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Section 4.14 Employee Benefit Plans.

{a) Section 4.14(a) of the VTBH Disclosure Schedule sets forth as of the date of this Agreement a true and
complete fist of each “employee benefit plan” (within the meaning of Section 3(3) of ERISA), and all stock
purchase, stock option, severance, emplovment, change-in-control, bonus, incentive, deferred compensation and
all other material employee benefit plans, agreements, programs, policies and arrangements, under which any
employee or former employee of VIBH or its Subsidiaries has any present or future right to benefits or VIBH or
its Subsidiaries has any present or future liability (each, a “VTBH Benefit Plan™). With respect to each such
VTBH Benefit Plan, VTBH has made available to Parent a true and complete copy of such VTBH Benefit Plan,
if written, or a description of the material terms of such VITBH Benefit Plan if not written, and to the extent
apphicable: (1) all trust agreements, insurance Contracts or other funding arrangements; (ii) the most recent
actuarial and trust reports for both ERISA funding and financial statement purposes; (i) the most recent Form
5500 with all attachments required to have been filed with the IRS or the Department of Labor and all schedules
thereto: {iv) the most recent IRS determination or opinion letter; and (v) all current sunmumary plan descriptions.

(b)(i) Each VTBH Benefit Plan has been maintained in all material respects in accordance with its terms and
the requirements of applicable Law. (ii) each of VTBH and its Subsidiaries has performed all material
obligations required to be performed by it under any VIBH Benefit Plan and, to the Knowledge of VIBH, is not
in any material respect in default under or in violation of any VTBH Benefit Plan and (1it) no action (other than
individual claims for benefits in the ordinary course) is pending or threatened in writing with respect to any
VTBH Benefit Plan by any current or former employee, officer or director of VTBH or any of its Subsidiaries.

{¢) Each VTBH Benefit Plan that is intended to meet the tax qualification requirements under Section 401(a)
of the Code has received a favorable determination or opinion letter from the IRS that it is so qualified and each
related trust that is intended to be exempt from federal income taxation under Section 501(a) of the Code has
recetved a determination or opmion letter from the IRS that it is so exempt and, to the Knowledge of VIBH, no
fact or event has occurred since the date of such letter or letters from the IRS that would reasonably be expected
to adversely affect the qualified status of any such VTBH Benefit Plan or the exempt status of any such trust.

(d) No liability under Title [V of ERISA has been or is reasonably expected o be mcurred by VI'BH or any
of its Subsidiaries with respect to any ongoing, frozen or terminated “single-employer plan,” within the meaning
of Section 4001(a)(15) of ERISA, currently or formerly maintained by any of them. or the single-employer plan
of any entity which is considered one employer with VIBH or any of its Subsidiaries under Section 4001 of
ERISA or Section 414 of the Code (a “VTBH ERISA Affiliate”). VIBH and its Subsidiaries have no liability
{contingent or directy with respect to any “multiemployer plan” within the meaning of ERISA Section 3(37)
under Title IV of ERISA (regardless of whether based on contributions of a VIBH ERISA Affiliate) and no such
Lability is reasonably expected to be incurred by VTBH or its Subsidiaries.

(e) All contributions required to be made under each VIBH Benefit Plan, as of the date hereof, have been
timely made when due. Neither any VTBH Benefit Plan nor any single-employer plan of a VIBH ERISA
Affiliate has failed to satisfy the minimum funding standard within the meaning of Section 412 of the Code or
Section 302 of ERISA. It is not reasonably anticipated that any VTBH Benefit Plan is, or is expected to be, in
“at-risk” status (as defined in Section 430 of the Code or Section 303 of ERISA). Neither VIBH nor any of its
Subsidiaries has liability pursuant to Section 4069 of ERISA.

(1) Neither VTBH nor any of its Subsidiaries has any liability in respect of post-retirement health, medical
or life insurance benefits for retired, former or current employees of VIBH or its Subsidiaries, except for group
health plan continuation coverage as required by applicable Law. VTBH has reserved the right to amend,
terminate or modify at any time all VIBH Benefit Plans providing for retiree health or life insurance coverage or
other retiree death benefits, and there have been no communications to employees or former emplovees which
could reasonably be interpreted to promise or guarantee such employees or former employees retiree health or
life insurance or other retiree death benefits on a permanent basis.
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{g) Each VTBH Benefit Plan that constitutes a “non-qualified deferred compensation plan” within the
meaning of Section 409A of the Code, complies in both form and operation with the requirements of
Section 409A of the Code so that no amounts paid pursuant to any such VTBH Benefit Plan is subject to tax
under Section 409A of the Code. Neither VIBH nor any of its Subsidiaries has any obligation to provide any
gross-up payment to any individual with respect to any income Tax, additional Tax, excise Tax or interest charge
imposed pursuant to Section 409A or 4999 of the Code.

(h) Except as set forth in Section 4.14(h) of the VIBH Disclosure Schedule, the consummation of the
transactions contemplated hereby to which VIBH is a party, will not, either alone or in combination with another
event, (1) entitle any current or former director, officer or employee of VTBH or of any of its Subsidiaries to
severance pay, unemployment compensation or any other payment; (i) result in any payment becoming due,
accelerate the time of payment or vesting, or increase the amount of compensation due to any such director,
officer or employee; (iii) result in any forgiveness of indebtedness, trigger any funding obligation under any
VTBH Benefit Plan or impose any restrictions or limitations on VIBH’s rights to administer, amend or terminate
any VTBH Benefit Plan: or (iv) result in any payment (whether in cash or property or the vesting of property) to
any “disqualified individual” (as such term is defined in Treasury Regulations Section 1.280G-1) that could
reasonably be expected, individually or in combination with any other such payment, to constitute an “excess
parachute payment” (as defined in Section 280G(b)(1) of the Code).

Section 4.15 Employees; Labor Matters.

(a) Neither VIBH nor any of its Subsidiaries 1s a party to or bound by any collective bargaining agreement,
and there are no labor unions or other organizations representing, purporting to represent or, to the Knowledge of
VTBH, attempting to represent any employees of VIBH or any of its Subsidiaries in their capacity as such.

{b) Since October 12, 2010, there has not occurred or been threatened in writing any strike, slowdown, work
stoppage, lockout, concerted refusal to work overtime or other similar labor activity or union organizing
campaign with respect to any employees of VIBH or any of its Subsidiaries. There are no unfair labor practice
charges or complaints pending or, to the Knowledge of VIBH, threatened in writing against VIBH or any of its
Subsidiaries, and there is no representation petition pending or, to the Knowledge of VIBH, threatened in writing
with respect to any employee of VIBH or any of its Subsidiaries. Neither VTBH nor any of its Subsidiaries has
engaged in any plant closing or employee layoff activities since October 12, 2010 that would violate or give rise
to an obligation to provide any notice under the Worker Adjustment and Retraining Notification Act or any
stmilar state or focal Law.

(c) VTBH and its Subsidiaries have been in compliance with all applicable Laws relating to employment of
labor, including all applicable Laws relating to wages, hours, collective bargaining, employment discrimination,
civil rights, safety and health, workers’ compensation, pay equity, classification of employees, and the collection
and payment of withholding and/or social security Taxes, except where any such noncompliance would not
reasonably be expected to result in a VI'BH Material Adverse Effect.

Section 4.16 Environmental Matters. Except as would not, individually or in the aggregate, reasonably be
expected to have a VIBH Material Adverse Effect, (a) neither VIBH nor any of its Subsidiaries has received any
written notice, demand, request for information, citation, summons or Order, and, to the Knowledge of VIBH,
no complaint has been filed, no penalty has been assessed, no hability has been incurred, and no investigation,
action, written claim, suit or proceeding is pending or, to the Knowledge of VIBH, has been threatened in
writing by any Governmental Entity or other Person with respect to or arising out of any applicable
Environmental Law; (b) to the Knowledge of VIBH there has occurred no release of a Hazardous Substance nor
has any Person been exposed to any Hazardous Substances at, on, under or from any properties carrently or
formerly owned, leased, or operated by VIBH or any VTBH Subsidiary during or prior to the term of their
respective ownership or control: (c) neither VIBH nor any of its VIBH Subsidiaries has transported, stored,
treated or disposed, or arranged for the transportation, storage, treatment or disposal, of any Hazardous
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Substances at any off-site location in breach or violation of any applicable Environmental Laws; and (d) neither
VTBH nor any VIBH Subsidiary are party to a written agreement by which they have assumed or otherwise
agreed to assume or perform, either expressly or by operation of law, the environmental liabilities of any other
Person.

Section 4.17 Intellectual Property.

(a) Section 4.17(a) of the VIBH Disclosure Schedule sets forth a complete and correct list of all (3) Patents,
(ii) registered Trademarks, (iii) registered Copyrights and (iv) domain names owned or co-owned by VIBH or
any of its Subsidiaries, specifying as to each such item, as applicable, the owner of record (and co-owner, where
applicable), jurisdiction of application or registration, the application or registration number, the date of
application or registration, and the status of application or registration, including without limitation any deadlines
for renewals, mamtenance fees or other required filings (only with respect to Patents}.

(b) Section 4.17 (b) of the VIBH Disclosure Schedule sets forth a complete and correct list of all
agreements under which: (1) VIBH or any of its Subsidiaries uses or has the right to use any Intellectual Property
Rights owned by a third party (other than off-the-shelf software licensed under shrink wrap agreements);

(i1) VITBH or any of its Subsidiaries has granted a license or sublicense to any third party to use any Intellectual
Property Rights; and (111) any Inteffectual Property Right is or has been developed for VIBH or any of its
Subsidiaries, assigned to VIBH or any of its Subsidiaries, or assigned by VIBH or any of its Subsidiaries to a
third party (the agreements listed in subsections (i) through (ii1) above. the “VTBH IPR Agreements”).

(c) Except as set forth on Section 4. 17(c) of the VIBH Disclosure Schedule:

(1) To the Knowledge of VIBH, the VIBH IPR, together with the Intellectual Property Rights licensed
to VIBH under the VIBH IPR Agreements, constitutes all of the Intellectual Property Rights necessary to
conduct and operate the businesses of the VIBH and its Subsidiaries as currently conducted in all material
respects.

(i) YTBH holds the exclusive right, title and interest to the VIBH IPR, free and clear of all Liens
(other than the VTBH IPR Agreements. or licenses granted by VTBH or its Subsidiaries (expressly or imphlicitly)
in the ordinary course of business in connection with the sale, lease or transfer of products), adverse claims or
other restrictions, or any requirement of any past, present or future royalty payments. The consummation of the
transactions contemplated by this Agreement will pot result in a loss or impairment of, require payment of any
amounts with respect to, nor require the consent of any other Person in respect of Parent’s and its Subsidiaries’
right to own, use or hold for use by Parent or its Subsidiaries, any of the VITBH IPR or to use any Intellectual
Property Rights licensed under the VTBH IPR Agreements in the conduct and operation of the businesses of the
Parent and its Subsidiaries as currently conducted in all material respects.

(i11) None of the VTBH IPR is or has been involved in any opposition, cancellation, interference,
reissue or reexamination proceeding; no material Software owned or co-owned by VIBH, or any other VTBH
IPR, has been placed i escrow: and no VIBH IPR is the subject of any Order (excluding rejections, orders or
rulings issues in the context of the application for registration of VIBH IPR) or Proceeding. Except for the
license agreements listed in Section 4.17(b)(1) and (ii1) of the VTBH Disclosure Schedule, VIBH has not granted
any options with respect to, or has otherwise encumbered or placed limitations on any VIBH IPR or VTBH’s or
its Subsidiaries’ use thereof.

(iv) The VIBH IPR are enforceable and in full force and effect. VIBH or its Subsidiaries have not
received in the past six (6) years any written notice alleging that any VIBH IPR or any VIBH IPR Agreements
are invalid or unenforceable, or challenging VTBH’s or any of its Subsidiaries’ ownership of or right to use any
such rights. Each of the registrations and recordations of VIBH IPR identified in Section 4.17(a) of the VTBH
Disclosure Schedule is held and/or recorded in the name of VIBH or one of its Subsidiaries, is in full force,
enforceable, has been duly applied for and registered in accordance with applicable Law, including without
limitation in the case of Patents the duty of candor, and all past or outstanding maintenance obligations have been

-A-20-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043751
244 - 219

AA 1450



satisfied. All necessary and material registration, maintenance and renewal fees in connection with the VTBH
IPR have been paid and all necessary documents and certificates in connection with such VIBH IPR have been
filed with the relevant authorities in the jurisdictions in which such VTBH IPR is registered for the purposes of
maintaining such VIBH IPR.

(v) The VIBH IPR Agreements are valid and are in full force and effect and constitute legal, valid and
binding obligations of VIBH, and, to the Knowledge of VIBH, of the other parties thereto. VIBH has not given
or received any notice of default or any event which with the lapse of time would constitute a default under the
VTBH IPR Agreements or any other agreement refating to the VIBH IPR; neither VIBH. any of its
Subsidiaries, nor, to its Knowledge, any other Person, currently is in defanlt with regard to any agreement
relating to the VTBH IPR, and there exists no condition or event (including without limitation the execution,
delivery and performance of this Agreement) which, with the giving of notice or the lapse of time or both, would
constitute a default by VIBH or any of its Subsidiaries under any such agreement, or would give any Person any
right of termination, cancellation or acceleration of any performance under any such agreement or result in the
creation or imposition of any Lien, in each case.

{vi) The products and services and the business of VITBH and its Subsidiaries as currently conducted
do not infringe, misappropriate or violate, the Intellectual Property Rights of any third party, and VITBH has not
received any written cease and desist, invitation to license or other notice in the past six (6) years alleging,
expressly or implicitly, that VIBH or any of its Subsidiaries requires any license with respect to, or is infringing,
misappropriating or violating the Intellectual Property Rights of any third party. Neither VIBH nor any of its
Subsidiaries is subject to any Order barring or limiting the use of any Intellectual Property Rights, and neither
VTBH nor any of its Subsidiaries is a party to any past, pending o1, to the Knowledge of VIBH, threatened,
action, lawsuit, or any other judicial, arbitral or administrative proceeding relating to any Intellectual Property
Rights, including without limitation involving any claim that VTBH or any of its Subsidiaries infringed or
infringes. misappropriated or is misappropriating, or violated or is violating, the Intellectual Property Rights of
any third party.

(vii) VIBH has taken commercially reasonable and appropriate steps to protect and maintain all VTBH
IPR, including without limitation to preserve the confidentiality of any Trade Secrets. Any disclosure by VIBH
or its Subsidiaries of Trade Secrets to any third party has been pursuant to the terms of a written agreement with
such Person or is otherwise lawful. VIBH has in place appropriate written internal information security policies,
which are published to employees and enforced, and which include guidelipes for the use, processing,
confidentiality and security of VI'BH, customer, employee and other confidential data consistent with applicable
Law, contractual commitments of VTBH and its Subsidiaries and data privacy promises and other data policies
published to customers. VIBH’s and its Subsidiaries’ practices with regard to the collection, dissemination and
use of data are and have been in accordance in all material respects with applicable Laws relating to data
protection, contractual commitments of VIBH or the applicable Subsidiary and any published privacy policies,
and VTBH has a written agreement with each third party service provider having access to such data requiring
compliance with sach applicable laws and/or contractual commitments. Neither VIBH nor any of its Subsidiaries
has suffered a material security breach with respect to their data or systems, and neither VIBH nor any of its
Subsidiaries has notified or had reason to notify customers or employees of any information security breach.

(viii} All rights of inventors, authors and other persons who participated in the development of the
VTBH IPR have been duly assigned to VIBH pursuant to a written agreement, and such assignments have been
duly recorded in accordance with applicable Law. VTBH has a policy to secure and has secured from all
employees, consultants and contractors who contribute or have contributed to the creation or development of any
VTBH IPR, a written agreement assigning to VIBH all rights to such contributions, which agreement inclades a
present tense assignment of future inventions.

(ix) To the Knowledge of VIBH, no third party has or is infringing on, misappropriating or otherwise
violating any VTBH IPR. In the last six (6) years, neither VTBH nor any of its Subsidiaries has sent any written

notice to or asserted or threatened any action or claim against any Person involving or relating to any VIBH IPR.
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{x) No VIBH IPR were developed, in whole or i part (A) pursuant to or in connection with the
development of any professional, technical or industry standard, (B) under contract with any Governmental
Authority, or (C) using any software, software development toolkits, databases, libraries, scripts, or other, similar
modules of software that are subject to “open source” or similar license terms.

{(xi) All material Software owned or used by VTBH or its Subsidiaries under license is, in good
waorking order and condition and 1s sufficient in all material respects for the purposes for which it is used; neither
VYTBH nor its Subsidiaries has experienced any material defects in design, workmanship or material in
connection with the use of such Software that have not been corrected; to the Knowledge of VIBH, no such
Software contains any computer code or any other procedures, routines or mechanisms which may: (A) disrupt,
disable, harm or impair in any material way such Software’s operation, (B) cause such Software to damage or
corrupt any data, storage media, programs, equipment or communications of VIBH, its Subsidiaries or clients, or
otherwise interfere with VIBH’s or its Subsidiaries’ operations or (C) permit any third party to access any such
Software to cause disruption, disablement, harm, impairment, damage or corruption (sometimes referred to as
“traps”, “access codes” or “trap door” devices).

Section 4.18 VITBH Material Contracis.

(a) Section 4.18 of the VTBH Disclosure Schedule sets forth a list of each Contract to which VIBH or any
of its Subsidiaries is a party as of the date of this Agreement or by which VTBH, any of its Subsidiaries or any of
its respective properties or assets is bound as of the date of this Agreement, which:

(i) would constitute a “material contract” within the meaning of Hem 601(b)(10) of Regulation 5-K
promulgated by the SEC if VIBH were subject to the SEC filing requirements of the Exchange Act;

{(i1) contains covenants of VIBH or any of its Subsidiaries not to compete or engage in any ine of
business or compete with any Person in any geographic area;

(111} pursuant to which VTBH or any of its Subsidiaries has entered into a partnership or joint venture
with any other Person (other than VTBH or any of its Subsidiaries);

(iv) relates to or evidences indebtedness for borrowed money or any guarantee of indebtedness for

borrowed money by VIBH or any of its Subsidiaries in excess of $1,000,000;

(v) evidences any guarantee of obligations of any Person other than a wholly owned Subsidiary of
VTBH in excess of $1,000,000;

{vi} constitutes a VIBH IPR Agreement;

(vit) provides for aggregate payments by or to it in excess of $2,000,000 in any 12 month period other
than any Contracts that were entered into in the ordinary course of business;

(viii) contains provisions (a) restricting VIBH or its Subsidiaries from freely setting prices for its
products, services or technologies (including “most favored nations” terms and conditions (including with respect
to pricing), (b) granting any exclusive rights, rights of refusal, rights of first negotiation or similar rights to any
Person, or (c) that limits or purports to limit in any material respects the ability of VIBH or any of its Affiliates
to own, operate, sell, transfer, pledge or otherwise dispose of any material assets or businesses, in each case,
other than any Contracts that were entered into in the ordinary course of business;

(ix) pursuant to which VTBH or any VTBH Subsidiary has agreed to the acquisition or disposition of
any business (in each case, whether by merger, sale of stock, sale of assets or otherwise);

(x) includes indemnification obligations of VIBH or any of its Subsidiaries with a liability of $5060,000
or more other than any Contracts that were entered into in the ordinary course of business; or
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{xi) which would reasonably be expected to prohibit, impede or materially delay the consummation of
the Merger or any of the transactions contemplated by this Agreement (inclading a Qualified Offering).

Each such Contract set forth on Section 4.18 of the VIBH Disclosure Schedule is a “VTBH Material Contract.”
VTBH has provided Parent with a true and correct copy of each VTBH Material Contract.

{by Each VIBH Material Contract is (assuming due power and authority of, and due execution and delivery
by the parties thereto other than VTBH or any of its Subsidiaries) a valid and binding obligation of VIBH or its
Subsidiaries party thereto, subject to the Bankruptcy and Equity Exception, except for any failures to be valid and
binding which would not, individually or in the aggregate, reasonably be expected to have a VTBH Material
Adverse Effect. Neither VTBH nor any of its Subsidiaries nor, to the Knowledge of VIBH. any other party to
anny VTBH Material Contract is in breach of or in default under any VIBH Material Contract, and, to the
Knowledge of VIBH, no event has occurred that, with the lapse of time or the giving of notice or both, would
constitute a default thereunder by any party thereto, and neither VIBH nor any of its Subsidiaries has received
any claim of any such breach or default, except for such breaches and defaults which would not, individually or
in the aggregate, reasonably be expected to have a VITBH Material Adverse Effect.

Section 4.19 Brokers™ and Finders’ Fees. Except for J.P. Morgan Securities LLC, the fees and expenses of
which will be paid by VTBH, there is no investment banker, broker or finder that has been retained by or is
authorized to act on behalf of VTBH or any of its Subsidiaries who is entitled to any fee or commission from
VTBH or any of its Subsidiaries in connection with the transactions to which VIBH is a party contemplated
hereby.

Section 4.20 Product Liability.

{a) To the Knowledge of VIBH, each of VIBH’s products is free of, and does not contain, any defect in the
design or formulation of such product, latent or otherwise. No product liability claims have been received in
writing by VIBH or a VI'BH Subsidiary and, to the Knowledge of VIBH, no such claims have been threatened
against VIBH or a VIBH Subsidiary relating to any of VIBH's products nor is there a basis for any such claim.
There is no Order or Proceeding outstanding against VIBH or a VI'BH Subsidiary relating to product Lability
claims.

(b} To the Knowledge of VTBH, except as set forth on Section 4.20 of the VTBH Disclosure Schedule,
there have been no disputes, confroversies, claims or written complaints in the last five (5) years in which a
customer, distributor or other user of any of VIBH’s products claimed that such product caused adverse health-
related effects or mjury.

Section 4.21 Takeover Laws. No “fair price,” “moratorium,” “control share acquisition,” “interested
stockholder” or other anti-takeover statute or regulation is applicable to this Agreement, the Merger or the other
transactions contemplated hereby by reason of VIBH being a party to this Agreement, performing its obligations
hereunder and consummating the Merger and the other transactions contemplated hereby. There is no stockholder
rights plan in effect, to which VTBH is a party or otherwise bound.

Section 4.22 Affiliate Transactions. There are no transactions, agreements, arrangements or understandings
between (i) VIBH or any of its Subsidiaries, on the one hand, and (ii) any directors, officers or stockholders of
VTBH, on the other hand, of the type that would be required to be disclosed under Item 404 of Regulation S-K
promulgated under the Securitics Act if VTBH were subject to the SEC filing requirements of the Exchange Act.

Section 4.23 Insurance. With respect to each insurance policy that is material to VIBH and its Subsidiaries
that is carrently in place, neither VIBH nor any of its Subsidiaries is in material breach or default (including any
such breach or default with respect to the payment of premiums or the giving of notice} and, to the Knowledge of
VTBH, no event has occurred which, with notice or the lapse of time, would constitute such a material breach or
default, or permit termination or modification, under the policy. Except as would not reasonably be expected to
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result in a VIBH Material Adverse Effect, VIBH’s insurance policies protect VIBH’s and its Subsidiaries’
properties from losses and risks in a manner reasonable for its and their respective assets and properties and are
of the types and in amounts customarily carried by Persons conducting similar businesses or operating similar
assets in the area(s) in which VI'BH’s business is conducted. Except as set forth on Section 4.23 of the VIBH
Disclosure Schedule, there is no material claim pending under any of such policies as to which coverage has been
denied by the underwriters of such policies.

Section 4.24 Top Customers and Suppliers. Since January 1, 2013, none of the twp ten customers or top five
sappliers of VITBH and its Subsidiaries has notified VIBH or its Subsidiaries in writing that it intends to
discontinue its relationship with VIBH or its Subsidiaries.

Section 4.25 No Other Representations and Warranties; Disclaimer. Except for the representations and
warranties made by VIBH in this Article [V and the VIBH Disclosure Schedule, neither VIBH nor any other
Person makes any express or implied representation or warranty with respect to VIBH or any of its Subsidiaries
or their respective businesses, operations, assets, labilities, condition {(financial or otherwise} or prospects, and
VIBH hereby disclaims any such other representations or warranties.

ARTICLE V

COVENANTS RELATING TO CONDUCT OF BUSINESS

Section 5.1 Conduct of Businesses Prior to the Effective Time. During the period from the date of this
Agreement to the Effective Time, except (a) as expressly contemplated or permitted by this Agreement
(including by Section 5.2 or Section 5.3 below, as applicable), (b) as specifically set forth in Section 5.1 of the
Parent Disclosure Schedule or Section 5.1 of the VIBH Disclosure Schedule, as applicable, or (¢) with the prior
written consent of the other party (which shall not be unreasonably withheld, conditioned or delayed), each of
Parent and VTBH shall, and shall cause each of its respective Subsidiaries to (1) conduct its business in the
ordinary course consistent with past practice in all material respects, (ii) use reasonable best efforts to maintain
and preserve intact its business organization and advantageous business relationships and retain the services of its
officers and key employees, and (iii) take no action that would prohibit or materially impair or delay the ability
of either Parent or VTBH to obtain any necessary approvals of any regulatory agency or other Governmental
Entity required for the transactions contemplated hereby or to consmmmate the transactions contemplated hereby.
Notwithstanding the foregoing provisions of this Section 5.1, (i) neither party will take any action prohibited by
Section 5.2 or Section 5.3, as applicable, in order to satisfy such party’s obligations under this Section 5.1, and
(11) neither party shall be deemed to have failed to satisfy its obligations under this Section 5.1 to the extent such
failure resulted, directly or indirectly, from such party’s failure to take any action prohibited by Section 5.2 ar
Section 5.3. as applicable.

Section 5.2 Parent Forbearances. During the period from the date of this Agreement to the Effective Time,
except as set forth in Section 5.2 of the Parent Disclosure Schedule and except as required by Law or the rules
and regulations of the SEC or NASDAQ or as expressly contemplated or permitted by this Agreement (including
with respect to the Qualified Offering), Parent will not, and will not permit any of the Parent Subsidiaries to,
without the prior written consent of VIBH (which shall not be unreasonably withheld, conditioned or delayed):

(a) amend its Organizational Docoments (whether by merger, consolidation or otherwise);

(b)(3) split, combine or reclassify any shares of its capital stock, or propose to split, combine or reclassify,
any of its share capital, or issue or authorize or propose the issuance or authorization of any other securities in
respect of, or in lien of or in substitution for, shares of its share capital, (i) declare, set aside or pay any dividend
or other distribution (whether in cash, stock or property or any combination thereof) in respect of its capital
stock, except dividends paid by a direct or indirect wholly owned Subsidiary of Parent to Parent or to any of
Parent’s other direct or indirect wholly owned Subsidiaries (to the extent that any such dividends do not result in
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any Subsidiary of Parent breaching or otherwise violating any applicable regulatory capital requirements or
becoming subject to any additional regulatory oversight or reporting requirements) or {iii) redeem, repurchase or
otherwise acquire or offer to redeem, repurchase, or otherwise acquire any shares of Parent’s (or any of its
Subsidiaries’) share capital or any securities convertible into or exercisable for any shares of Parent’s (or any of
its Subsidiaries”) share capital, other than repurchases, redemptions or acquisitions by Parent or any wholly
owned Subsidiary of Parent of share capital or such other securities, as the case may be, of any other wholly
owned Subsidiary of Parent;

(c)(i) issue, deliver, pledge or sell, or authorize the issuance, delivery or sale of, any Parent Stock, Equity
Eguivalents or shares of capital stock of any Parent Subsidiary, other than the issuance of (A) any Parent Stock
upon the exercise of Parent Stock Options or Parent Warrants that are outstanding on the date of this Agreement
in accordance with the terms of the Parent Stock Plans or Parent Warrants on the date of this Agreement, (B) any
capital stock of any Parent Subsidiary to Parent or any other Parent Subsidiary, (C) a number of Parent Stock
Options to purchase not in excess of 200,000 shares of Parent Common Stock and (C) Parent Stock or Parent
Warrants pursuant to a Qualified Offering or (1) amend any term of any Parent Stock or Equity Equivalent (in
each case, whether by merger, consolidation or otherwise);

{d) incur any capital expenditures or any obligations or liabilities in respect thereof, except for (i) those
contemplated by the capital expenditure budget set forth in Section 5.2(d) of the Parent Disclosure Schedule and
(1) any upbudgeted capital expenditures not to exceed $500,000 individually or 31,000,000 in the aggregate;

(e) acquire (by merger, consolidation, acquisition of stock or assets or otherwise), directly or indirectly, any
assets, securities, properties, interests or businesses, other than (i) supplies, equipment, inventory or other assets
in the ordinary course of business consistent with past practice and/or (ii) acquisitions with a purchase price net
of the total of assumed liabilities (including all operating liabilities, reserves and indebtedness) that does not
exceed $1.000,000 individually or $2.000,000 in the aggregate;

{f) sell, lease, sublease, exchange or otherwise transfer, or create or incur any Lien, other than a Permitted
Lien, on, any of Parent’s or any of its Subsidiaries’ assets, securitics, properties, interests or businesses, or grant
any option with respect to any of the foregoing, other than (i) sales of inventory in the ordinary course of
business consistent with past practice and/or (ii) other sales of assets, securities, properties, interests or
businesses with a sale price or carrying value net of the total of assumed labilities (including all operating
lLiabilities, reserves and indebtedness) that does not exceed $1,000,000 individually or $2,000.000 in the
aggregate;

{g) other than in connection with actions permitted by Section 5.2(d) or Section 5.2(e), make any loans,
advances or capital contributions to, or investments in, any other Person, other than in the ordinary course of
business consistent with past practice or loans, advances or capital contributions to, or investinents in, wholly
owned Subsidiaries of Parent;

{(I) create, incur, assume, suffer to exist or otherwise be liable with respect to any indebtedness for borrowed
money or guarantees thereof (including reimbursement obligations with respect to letters of credit), other than
(i) in replacement of existing or maturing debt, and (i) draw downs pursuant to existing credit facilities and
fetters of credit in support of Parent’s and its Subsidiaries’ business consistent with past practice;

(1)(1y with respect to any director, officer or employee of Parent or any of its Subsidiaries whose annual base
salary exceeds $100,000, (A) grant or increase any severance or termination pay to (or amend any existing
severance pay or termination arrangement) or (B) enter into any employment, deferred compensation or other
similar agreement (or amend any such existing agreement), (ii) increase benetits payable under any existing
severance o1 termination pay policies, (iii) establish, adopt or amend any collective bargaining, bonus, profit-
sharing, thrift, pension, retirement, deferred compensation, stock option, restricted stock or other benefit plan or
arrangement; provided, that Parent may, to the extent appropriate, adjust the performance goals for, or convert,
all Parent Stock Options that vest upon the achievement of performance criteria in the manner agreed to by
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VTBH and Parent within 15 Business Days following the date hereof (or such later time as may be agreed to by
the parties) to appropriately reflect the Merger with respect to performance periods that will not have ended prior
to the Effective Time, or (iv) increase compensation, bonus or other benefits payable to any employee of Parent
or any of its Subsidiaries, except, with respect to any director, officer or employee of Parent or any of its
Subsidiaries whose annual base salary does not exceed $100,000, for increases in the ordinary course of business
consistent with past practice;

(j) change Parent’s methods of accounting in any material respect, except as required by concurrent changes
in GAAP, as agreed to by its independent public accountants;

(k) settle, or offer or propose to settle, any material litigation, investigation, arbitration, proceeding or other
claim involving or against Parent or anv of its Subsidiaries, except (1) where the amount paid in settlement or
compromise, in each case, does not exceed $1,000,000, or (it) arising from ordinary course claims for insurance
or reinsurance (but excluding material litigation relating to such claims) that are handled pursuant to Parent’s
normal claims handling process consistent with past practice;

(1)(i) make, change or rescind {or file a request to make, change or rescind) any material Tax election,
(i) change any annual tax accounting period, (iii) adopt or change any method of tax accounting (or file a request
to make any such change), (iv) materially amend any Tax Returns, (v} enter into any material closing agreement,
(vi) settle or compromise any material Tax claim, audit or assessment, (vii) surrender any right to claim a
material Tax refund. offset or other reduction in Tax liability or (viil) consent to any extension or waiver of the
statute of limitations applicable to any claim or assessment in respect of Taxes, except, in each case, as required
by applicable Law;

(m) amend or modify in any material respect or terminate (excluding terminations upon expiration of the
term thereof in accordance with their terms) any Parent Material Contract or waive, release or assign any material
rights, claims or benefits of it or its Subsidiaries under any Parent Material Contract, or enter into any Contract or
agreement that would have been a Parent Material Contract had it been entered into prior to this Agreement,
except in the ordinary course of business consistent with past practice;

(n) adopt a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring,
recapitalization or other reorganization of Parent or any Parent Subsidiary (other than the Merger);

(0) grant any license or sublicense to any third party, or otherwise enter into any agreement, with respect to
any Parent IPR;

(p) retain any investment banker, broker or finder relating to the Qualified Offering without the prior written
consent of VIBH, except for any retention pursuant to which compensation shall be paid by Parent or its
Subsidiaries only upon the consummation of the Qualified Offering from the proceeds thereof (and that has no
comtimiting obligations following the termination of such retention); or

(q) agree, resolve or commit to (i) do any action restricted by this Section 5.2 or (ii) accept any restriction
that would prevent Parent or any of its Subsidiaries from taking any action required by this Agreement.
& < T

Section 5.3 VIBH Forbearances. During the period from the date of this Agreement to the Effective Time,
except as set forth in Section 5.3 of the VTBH Disclosure Schedule and except as required by Law or as
expressly contemplated or permitted by this Agreement (including with respect to the Financing), VIBH will
not, and will not permit any of the VIBH Subsidiaries to, without the prior written consent of Parent (which shall
not be unreasonably withheld, conditioned or delayed):

(a) amend its Organizational Documents (whether by merger, consolidation or otherwise);
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(b)(1) split, combine or reclassify any shares of its capital stock, or propose to split, combine or reclassify,
any of its share capital, or issue or authorize or propose the issuance or aunthorizaton of any other securities in
respect of, or in lieu of or in substitution for, shares of its share capital, (ii) declare, set aside or pay any dividend
or other distribution (whether in cash, stock or property or any combination thereof) in respect of its capital
stock, except dividends paid by a direct or indirect wholly owned Subsidiary of VIBH to VTBH or to any of
VTBH's other direct or indirect wholly owned Subsidiaries (to the extent that any such dividends do not result in
any Subsidiary of VTBH breaching or otherwise violating any applicable regulatory capital requirements or
becoming subject to any additional regulatory oversight or reporting requirements) or (iti) redeem, repurchase or
otherwise acquire or offer to redeem, repurchase, or otherwise acquire any shares of VIBH’s (or any of its
Subsidiaries’) share capital or any securities convertible into or exercisable for any shares of VIBH’s (or any of
its Subsidiaries’) share capital, other than repurchases, redemptions or acquisitions by VIBH or any wholly
owned Subsidiary of VTBH of share capital or such other securities, as the case may be, of any other wholly
owned Subsidiary of VIBH;

(c)(i) issue, deliver, pledge or sell, or authorize the issuance, delivery or sale of, any shares of any VIBH
Stock, Equity Equivalents or capital stock of any VTBH Subsidiary, other than the issuance of (A) any shares of
VTBH Common Stock upon the exercise of VIBH Stock Options that are outstanding on the date of this
Agreement in accordance with the terms of VIBH Award Plans on the date of this Agreement, (B) a2 number of
VTBH Stock Options to purchase not in excess of 2,000,000 shares of VTBH Common Stock and (C) any capital
stock of any VIBH Subsidiary to VTBH or any other Subsidiary of VITBH, (i) amend any term of any VIBH
Stock or Equity Equivalent (in each case, whether by merger, consolidation or otherwise) or (ii1) take any action
that would adjust the “Conversion Price” of VIBH Series A Preferred Stock:

{d) incur any capital expenditures or any obligations or liabilities in respect thereof, except for (i) those
contemplated by the capital expenditure budget set forth in Section 5.3(d) of the VTBH Disclosure Schedule and
(i1) any upbudgeted capital expenditures not to exceed $1,000,000 individually or $2,500,000 in the aggregate;

{e) acquire (by merger, consolidation, acquisition of stock or assets or otherwise), directly or indirectly, any
assets, securities, properties, interests or businesses, other than (i) supplies, equipment, inventory or other assets
in the ordinary course of business consistent with past practice and/or (it) acquisitions with a purchase price net
of the total of assumed Habilities (including all operating liabilities, reserves and indebtedness) that does not
exceed $3,000,000 individually or $10,000,000 in the aggregate;

() sell, lease, sublease. exchange or otherwise transfer, or create or incur any Lien, other than a Permitted
Lien, on, any of VTBH’s or any of its Subsidiaries’ assets, securities, properties, interests or businesses, or grant
any option with respect to any of the foregoing other than (i) sales of inventory in the ordinary course of business
consistent with past practice and/or (ii) other sales of assets, securities, properties, interests or businesses with a
sale price or carrying value net of the total of assumed liabilities (including all operating hiabilities, reserves and
indebtedness) that does not exceed $5.000,000 individually or $10,000,000 in the aggregate;

{g) other than in connection with actions permitted by Section 5.3(d) or Section 5.3(e}, make any loans,
advances or capital contributions to, or investments in, any other Person, other than in the ordinary course of
business consistent with past practice or loans, advances or capital contributions to, or investments in, wholly
owned Subsidiaries of VIBH;

(h) create, incur, assume, suffer to exist or otherwise be liable with respect to any indebtedness for borrowed
money or guarantees thereof (including reimbursement obligations with respect to letters of credit), other than
(i) in replacement of existing or maturing debt, and (ii) draw-downs pursuant to existing credit facilities and
letters of credit in support of VIBH’s and its Subsidiaries” business consistent with past practice;

(1)(1y with respect to any director, officer or employee of VITBH or any of its Subsidiaries whose annual base

salary exceeds $100,000, (A) grant or increase any severance or termination pay to (or amend any existing
severance pay of termination arrangement) or (B) enter into any employment, deferred compensation or other
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similar agreement (or amend any such existing agreement), (ii) increase benefits payable under any existing
severance or termination pay policies, (iii) establish, adopt or amend any collective bargaining, bonus, profit-
sharing, thrift, pension, retirement, deferred compensation, stock option, restricted stock or other benefit plan or
arrangement or (Iv) increase compensation, bonus or other benefits payable to any employee of VIBH or any of
its Subsidiaries, except, with respect to any director, officer or employee of VIBH or any of its Subsidiaries
whose annual base salary does not exceed $100,000, for increases in the ordinary course of business consistent
with past practice;

(j) change VTBH’s methods of accounting in any material respect, except as required by concurrent changes
in GAAP, as agreed to by its independent public accountants;

(k) settle, or offer or propose to seitle, any material litigation, investigation, arbitration, proceeding or other
claim mmvolving or against VIBH or any of its Subsidiaries, except (i) where the amount paid in settlement or
compromise, in each case, does not exceed $1,000,000, (ii) arising from ordinary course claims for reinsurance
(but excluding material litigation relating to such claims} that are handled pursuant to VTBH’s normal claims
handling process consistent with past practice or (iii} where the amount paid in settlement does not exceed the
amount reserved for such claim in the VIBH Financial Statements;

(1)(i) make or change any material Tax election, (ii) change any annual tax accounting period, (iii) adopt or
change any method of tax accounting except as required by applicable Law, (iv) materially amend any Tax
Retorns, (v) enter into any material closing agreement, (vi) settle any material Tax claim, audit or assessment or
(vii) surrender any right to ¢laim a material Tax refund, offset or other reduction in Tax liability:;

{m) amend or modify in any material respect or terminate (excluding terminations upon expiration of the
term thereof in accordance with their terms) any VIBH Material Contract or waive, release or assign any
material rights, claims or benefits of it or its Subsidiaries under any VTBH Material Contract, or enter into any
Contract or agreement that would have been a VTBH Material Contract had it been entered into prior to this
Agreement, except in the ordinary course of business consistent with past practice;

(1) adopt a plan of complete or partial liguidation, dissolution, merger, consolidation, restructuring,
recapitalization or other reorganization of VIBH or any VTBH Subsidiary (other than the Merger); or

(0} agree, resolve or commit to (i) do any action restricted by this Section 5.3 or (i1) accept any restriction
that would prevent VIBH or any of its Subsidiaries from taking any action required by this Agreement.

Section 5.4 Control of Other Party’s Business. Nothing contaimed in this Agreement will give Parent,
directly or indirectly, the right to control VIBH or any of the VITBH Subsidiaries or direct the business or
operations of VTBH or any of the VTBH Subsidiaries prior to the Effective Time. Nothing contained in this
Agreement will give VTBH, directly or indirectly, the right to control Parent or any of the Parent Subsidiaries or
direct the business or operations of Parent or any of the Parent Subsidiaries prior to the Effective Time. Prior to
the Effective Time, each of Parent and VTBH will exercise, consistent with the terms and conditions of this
Agreement, complete control and supervision over its respective operations and the operations of its respective
Subsidiaries. Nothing in this Agreement, including any of the actions, rights or restrictions set forth herein, will
be interpreted in such a way as to place VIBH or Parent in violation of any applicable Law.

Section 5.5 Solicitation.

{a) Notwithstanding anything to the contrary contained in this Agreement, during the period beginning on
the date of this Agreement and continuing until 12:01 a.m. (Bastern time) on the 30th calendar day after the date
of this Agreement (the “No-Shop Period Start Date”), Parent and the Parent Subsidiaries and their respective
directors, officers, employees, investment bankers, attorneys, accountants and other advisors or representatives
(collectively, “Representatives”) shall have the right to (1) initiate, solicit and encourage any inquiry or the
making of any proposal or offer that constitutes an Acquisition Proposal, including by providing information
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(including non-public information and data) regarding, and affording access to the business, properties, assets,
books, records and personnel of, Parent and the Parent Subsidiaries to any Person pursuant to (X) a confidentiality
agreement entered into by such Person containing confidentiality terms that are no more favorable in the
aggregate to such Person than those contained i the VITBH Confidentiality Agreement (unless Parent offers to
amend the VIBH Confidentiality Agreement to reflect such more favorable terms), or (v) to the extent
applicable, the confidentiality agreement entered into with such Person prior to the date of this Agreement (any
such confidentiality agreement, an “Acceptable Confidentiality Agreement”); provided that Parent shall promptly
(and in any event within 48 hours) make available 1o VIBH any non-public information concerning Parent or the
Parent Subsidiaries that is provided to any Person given such access that was not previously made available to
VTBH, and (ii) engage in, enter into, continue or otherwise participate in any discussions or negotiations with
any Persons or group of Persons with respect to any Acquisition Proposals and cooperate with or assist or
participate in or facilitate any such inquiries, proposals, discussions or negotiations or any effort or attempt to
make any Acquisition Proposals. No later than two (2) Business Days after the No-Shop Period Start Date, Parent
shall notify VTBH in writing of the identity of each Person or group of Persons from whom Parent received a
written Acquisition Proposal after the execution of this Agreement and prior to the No-Shop Period Start Date
and provide to VIBH (x) a copy of any Acquisition Proposal made in writing and any other written terms or
proposals provided (including financing commitments) to Parent or any Parent Subsidiary and (y) a written
sumimary of the material terms of any Acquisition Proposal not made in writing (including any terms proposed
orally or supplementally).

(b) Except as may relate to any Excluded Party (but only for as long as such Person or group is an Excluded
Party) or as expressly permitted by this Section ! 5, after the No-Shop Period Start Date, Parent and the Parent
Subsidiaries shall, and Parent shall cause its and the Parent Subsidiaries” Representatives to, immediately cease
any activities permitted by Section 5.5(a) and any discussions or negotiations with any Person or group that may
be ongoing with respect to any Acquisition Proposal. With respect to any Person or group with whom such
discussions or negotiations have been terminated, Parent shall use reasonable best efforts to promptly require
such Person or group to promptly return or destroy in accordance with the terms of the applicable confidentiality

agreement any information furnished by or on behalf of Parent.

(c) Except as may relate to any Excluded Party (for so long as such Person or group is an Excluded Party) or
as expressly permitted by this Section 5.5, from the No-Shop Period Start Date until the Effective Time or, if
earlier, the termination of this Agreement in accordance with Article VIII. Parent and the Parent Subsidiaries
shall not, and Parent shall instruct and use its reasonable best efforts to cause its and the Parent Subsidiaries’
Representatives not to, (1) initiate, solicit or knowingly encourage any inquiry or the making of any proposal or
offer that constitutes, or would reasonably be expected to result in, an Acquisition Proposal, (i) engage in, enter
mto, continue or otherwise participate in any discussions or negotiations with any Person with respect to, or
provide any non-public information or data concerning Parent or the Parent Subsidiaries to any Person relating
to, any proposal or offer that constitutes, or could reasonably be expected to result in, an Acquisition Proposal, or
(i11) enter innto any acquisition agreement, merger agreement or similar definitive agreement, or any letter of
intent, memorandum of understanding or agreement in principle, or any other agreement (other than an
Acceptable Confidentiality Agreement) relating to an Acquisition Proposal (an “Aliernative Acquisition
Agreement”).

(dy Notwithstanding anything to the contrary contained in Section 5.5(b) or 5.5(c) at any time following the
No-Shop Period Start Date and prior to the time the Parent Requisite Stockholder Approval is obtained, if Parent
or any Parent Subsidiary receives an Acquisition Proposal from any Person, Parent and its Representatives may
contact such Person to clarify the terms and conditions thereof and (i) Parent and its Representatives may provide
information (including non-public information and data) regarding, and afford access to the business, properties,
assets, books, records and personnel of, Parent and the Parent Subsidiaries to such Person if Parent receives from
such Person (or has received from such Person} an executed Acceptable Confidentiality Agreement; provided
that Parent shall promptly (and in any event within 48 hours) make available to VTBH any non-public
mformation concerning Parent or the Parent Subsidiaries that is provided to any Person given such access that
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was not previously made available to VIBH, and (ii) Parent and its Representatives may engage in, enter into,
continiue or otherwise participate in any discussions or negotiations with such Person with respect to such
Acquisition Proposal, if and only to the extent that prior to taking any action described in clauses (i) or (i1) above,
(A) the Parent Board determines in good faith and after consultation with its financial advisor and outside legal
counsel that such Acquisition Proposal either constitites a Superior Proposal or could reasonably be expected to
result in a Superior Proposal, (B) the Parent Board determines in good faith and after consultation with its outside
fegal counsel that it is necessary to take such actions in order to comply with the Parent Board’s fiduciary duties
to the stockholders of Parent under applicable Law and (C) the Parent Board shall have given VTBH prior
written notice of such determinations. For the avoidance of doubt, notwithstanding the commencement of the No-
Shop Period Start Date, Parent may continue to engage in the activities described in Section 5.5(a) (subject to the
limitations and obligations set forth therein) with respect to, and the restrictions in Section 5.5(b) and

Section 5.5(c) shall not apply to, any Excluded Party (but only for so long as such Person or group is an Excluded
Party), including with respect to any amended or modified Acquisition Proposal submitted by any Excluded
Party following the No-Shop Period Start Date.

{e) Except as may relate to an Excluded Party, following the No-Shop Period Start Date, Parent shall
promptly (and in any event within 48 hours after receipt), notify VIBH both orally and in writing of the receipt
of any Acquisition Proposal, any inguiries that would reasonably be expected to result in an Acquisition
Proposal, or any request for information from, or any negotiations sought to be initiated or resumed with, Parent
or the Parent Subsidiaries or any of their Representatives concerning an Acquisition Proposal. which notice shall
mclude (i) a copy of any Acquisition Proposal (including any financing commitments) made in writing and other
written terms or proposals provided to Parent or any of the Parent Subsidiaries and (11) a written summary of the
material terms of any Acquisition Proposal not made in writing or any such inguiry or request. Except as may
relate to an Excluded Party, following the No-Shop Period Start Date, Parent shall keep VTBH reasonably
informed on a prompt basis (and in any event within 48 hours) of any material developments, material
discussions or material negotiations regarding any Acqguisition Proposal, inquiry that would reasonably be
expected to result in an Acquisition Proposal, or request for non-public information and, upon the reasonable
request of VIBH, shall apprise VTBH of the status of any discussions or negotiations with respect to any of the
foregoing. None of Parent or the Parent Subsidiaries shall, after the date of this Agreement, enter into any
agreement that would prohibit them from providing such mformation or the information contemplated by the last
sentence of Section 5.5(a) to VIBH.

(f) Except as set forth in this Section 5.5(f), neither the Parent Board nor any committee thereof shall
() (A) change, withhold, withdraw, qualify or modify, in a manner adverse to VIBH (or publicly propose or
resolve to change, withhold, withdraw, qualify or modify), the Parent Board Recommendation, (B) fail to include
the Parent Board Recommendation in the Proxy Statement, (C) approve or recommend, or publicly propose to
approve or recommend to the stockholders of Parent, an Acquisition Proposal or (D) if a tender offer or exchange
offer for shares of capital stock of Parent that constitutes an Acquisition Proposal is commenced, fail to
recommend against acceptance of such tender offer or exchange offer by the Parent stockholders (including, for
these purposes, by disclosing that it is taking no position with respect to the acceptance of such tender offer or
exchange offer by its shareholders, which shall constitute a failure to recommend against acceptance of such
tender offer or exchange offer; provided that a customary “stop, look and listen” communication by the Parent
Board pursuant to Rule 14d-9(f) of the Exchange Act shall not be prohibited), within ten (10) Business Days after
commencement of the tender offer or exchange offer (any of the foregoing clauses (A)-(D), a “Change of
Recommendation”) or (i1} authorize, adopt or approve or propose to authorize, adopt or approve, an Acquisition
Proposal, or cause or permit Parent or any Parent Subsidiary to enter into any Alternative Acquisition
Agreement. Notwithstanding anything to the contrary set forth in this Agreement, prior to the time the Parent
Requisite Stockholder Approval is obtained (but not after), the Parent Board shall be permitted (i) to cause Parent
to terminate this Agreement to enter into an Alternative Acquisition Agreement with respect to a Superior
Proposal, subject to compliance with Section 8.1(d)(ii) and Section 8.3 if and only if (A) the Parent Board has
received an Acquisition Proposal that, in the good faith determination of the Parent Board, after consultation with
its financial advisor and outside legal counsel, constitutes a Superior Proposal, after having complied with, and
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giving effect to all of the adjustments which may be offered by VIBH pursaant to this Section 5.5(f), and (B) the
Parent Board determines in good faith, after consultation with outside legal counsel, it is necessary to take such
action in order to comply with the directors’ fiduciary duties to the stockholders of Parent under applicable Law,
or (i1) to effect a Change of Recommendation, it and only it (A) (1) the Parent Board has received an Acquisition
Proposal that, in the good faith determination of the Parent Board, after consultation with its financial advisor
and outside legal counsel, constitutes a Superior Proposal, after having complied with, and giving effect to all of
the adjustments which may be offered by VTBH pursuant to this Section 5.5() or (2) an Intervening Event
occurs and is continuing, and (B) the Parent Board determines in good faith, after consultation with outside legal
counsel, it is necessary to take such action in order to comply with the directors’ fiduciary duties to the
stockholders of Parent under applicable Law; provided that prior to the Parent Board’s effecting any such
termination or Change of Recommendation:

(i) Parent shall provide a written notice to VTBH that the Parent Board intends to take such action and
describing (A) the facts underlying the Parent Board’s determination that an Intervening Event has occurred and
the rationale and basis for such Change of Recommendation; or (B) the terms and conditions of the Superior
Proposal that is the basis of such action (including the identity of the party making the Superior Proposal and any
financing commitments related thereto, which shall include any fee letters, which letters may be redacted to omit
the numerical amounts provided therein, as applicable) (a “Change of Recommendation Notice™);

(i1) during the five (5) Business Day period following VIBH’s receipt of the Change of
Recommendation Notice, Parent shall, and shall cause Parent’s Representatives to, negotiate with VIBH in good
faith (to the extent VIBH desires to negotiate) to make adjustments in the terms and conditions of this
Agreement (A} with respect to an Intervening Event, so as to obviate the need for an Change of Recommendation
as a result of the Intervening Event or (B) with respect to a Saperior Proposal, so that such Superior Proposal
ceases to constitute a Superior Proposal, as applicable; and

(iiiy following the end of the five (5) Business Day period described above in Section 5.5(#)(ii), the
Parent Board shall have determined in good faith, after consultation with its financial advisor and outside legal
counsel and taking into account any changes to this Agreement proposed in writing by VTBH in response to the
Change of Recommendation Notice or otherwise, that (A) such Change of Recommendation in light of such
Intervening Event is necessary to comply with the Parent Board’s fiduciary duties to the stockholders of Parent
under applicable Law or (B)(1) such Superior Proposal continues to constitute a Superior Proposal, and (2) after
consultation with its outside legal counsel, that it is necessary to take such action in order to comply with the
directors’ fiduciary duties to the stockholders of Parent under applicable Law.

If (x) there is any material change in the circumstances of such Intervening Event or another Intervening Event
occurs, or (y) any amendment to the financial terms or any other amendment of such Superior Proposal is made,
Parent shall deliver a new Change of Recommendation Notice to VTBH, and Parent shall be required to comply
again with the reqnirements of this Section 5.5(f); provided. however, that references to the five (5) Business Day
period above shall be deemed to be references to a three (3) Business Day period.

(g) Subject to the proviso in this Section 5.5(g), nothing contained in this Section 5.5 shall be deamed to

obligations under U.S. federal or state Law with regard to an Acquisition Proposal, including taking and
disclosing to its stockholders a position contemplated by Rule 14d-9 or Rule 14e-2(a) under the Exchange Act (or
any similar communication to stockholders in connection with the making or amendment of a tender offer or
exchange offer), or (it} making any “stop-lock-and-listen” communication to the stockholders of Parent pursuant
to Rule 14d-9(f) under the Exchange Act (or any similar communications to the stockholders of Parent):
provided, that neither the Parent Board nor any committee thereof shall effect a Change of Recommendation
unless the applicable requirements of Section 5.5(f) shall have been satisfied.
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(h) Without limiting the foregoing, it is agreed that any violation of the restrictions set forth in this
Section 5.5 by any Representative or Affiliate of Parent or any Parent Subsidiary shall be deemed to be a breach
of this Section 5.5 by Parent.

(i) For purposes of this Agreement:

(i) “Acquisition Proposal” shall mean any bona fide inquiry, proposal or offer made by any Person for,
in a single transaction or a series of transactions, (A) a merger, reorganization, share exchange, consolidation,
business combination, recapitalization, extra-ordinary dividend or share repurchase, dissolution, liquidation or
similar transaction involving Parent, (B) the direct or indirect acquisition by any Person or group of twenty
percent (20%) or more of the assets of Parent and the Parent Subsidiaries, on a consolidated basis, or assets of
Parent and the Parent Subsidiaries representing twenty percent (20%) or more of the consolidated revenues or net
income (including, in each case, securities of the Parent Subsidiaries) of Parent or (C) the direct or indirect
acquisition by any Person or group of twenty percent (20%) or more of the voting power of the outstanding
shares of Parent Stock, including any tender offer or exchange offer that if consummated would result in any
Person beneficially owning shares of Parent with twenty percent (20%) or more of the voting power of the
outstanding shares of Parent Stock.

(i1} “Excluded Party” means any Person, group of Persons or group of Persons that includes any Person
or group of Persons, from whom Parent, any Parent Subsidiary or any of their Representatives has received prior
to the No-Shop Period Start Date a written Acquisition Proposal that the Parent Board determines in good faith
(such determination to be made no later than five (§) Business Days after the No-Shop Period Start Date), after
consultation with outside counsel and its financial advisors, is or could reasonably be expected to result in a
Superior Proposal; provided that some or all of such Persons and the other members of such group who were
members of such group immediately prior to the No-Shop Period Start Date constitute, directly or indirectly, at
feast 66%3% of the equity financing of such group at any time thereafter when a determination as to whether such
Person is an Excluded Party is required hereunder.

(iii} “Intervening Event” shall mean an event, fact, circumstance, development or occurrence that is
material to Parent and its Subsidiaries, taken as a whole (other than any event or circumstance resulting from a
breach of this Agreement by Parent or Merger Sub) that was not known to the Parent Board as of or prior to the
date of this Agreement, which event, fact, circumstance, development or occurrence becomes known to the
Parent Board prior to receipt of the Parent Requisite Stockholder Approval; provided, however, that in no event
shall any event, fact, circumstance, development or occurrence resulting from or relating to any of the following
give rise to an Intervening Event: (A) any Acquisition Proposal; (B) the public announcement of discussions
among the parties regarding a potential transaction, the public announcement, execution, delivery or performance
of this Agreement, the identity of Parent or VIBH, or the public announcement, pendency or consummation of
the transactions contemplated hereby (including the impact of any of the foregoing on relationships with
customers, suppliers or employees, and any suit, action or proceeding arising therefrom or in connection
therewith); (C) any change in the trading price or trading volume of Parent Common Stock on NASDAQ or any
change in Parent’s credit rating (although for purposes of clarity, any underlying facts, events, changes,
developments or set of circumstances, with respect to this clause (C) relating to or causing such change may be
considered, along with the effects or consequences thereot); (D) the mere fact that Parent has exceeded or met
any projections, forecasts, revenue or earnings predictions or expectations of Parent or any securities analysts for
any period ending (or for which revenues or earnings are released) on or after the date hereof (although for
purposes of clarity, any underlying facts, events, changes, developments or set of circumstances relating to or
causing such material improvement or improvements may be considered, along with the effects or consequences
thereof): (E) changes in GAAP, other applicable accounting rules or applicable Law (including the accounting
rules and regulations of the SEC) or, in any such case, changes in the interpretation thereof after the date hereot
(so long as Parent and its Subsidiaries, taken as a whole, are not disproportionately affected thereby relative to
other similarly situated participants in Parent’s industry): or (F) any changes in general economic or political
conditions, or in the financial, credit or securities markets in general (including changes in interest rates,
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exchange rates, stock, bond and/or debt prices) in the United States (so long as Parent and its Subsidiaries, taken
as a whole, are not disproportionately affected thereby relative to other similarly sitvated participants in their
industry).

{(iv) “Superior Proposal” means a bona fide written Acquisition Proposal (with the percentages set forth
i clauses (31) and (1i1) of the definition of such term changed from 20% to 50% and it being understood that any
transaction that would constitute an Acquisition Proposal pursuant to clause (ii) or (iii} of the definition thereof
cannot constitute a Superior Proposal under clause (i) under the definition thereof unless it also constitutes a
Superior Proposal pursuant to clause (11) or (ii1), as applicable, after giving effect to this parentheticaly that the
Parent Board has determined in its good faith judgment (after consultation with outside legal counsel and its
financial advisor) is more favorable to Parent’s stockholders than the Merger and the other transactions
contemplated by this Agreement, taking into account all of the terms and conditions of such Acquisition Proposal
(including the financing, likelihood and timing of consummation thereof) and this Agreement (including any
changes to the terms of this Agreement committed to by VIBH to Parent in writing in response to such
Acquisition Proposal under the provisions of Section 5.5(f) or otherwise).

Section 5.6 Fees and Expenses; Transfer Taxes. All fees and expenses incurred in connection with the
transactions contemplated hereby including all legal, accounting, financial advisory, consulting and all other fees
and expenses of third parties incurred by a party in connection with the negotiation and effectuation of the terms
and conditions of this Agreement and the transactions contemplated hereby, shall be the obligation of the
respective party incurring such fees and expenses, except that (a) VIBH shall bear and pay the filing fee
associated with the Notification and Report Form to be filed under Section 6.3(c)(i), (b) Parent shall pay the
Proxy Statement filing fee and the costs of printing and mailing the Proxy Statement, (c) Parent and VTBH shail
each bear and pay one-half of all applicable sales, use, transfer, stock transfer recording, documentary, deed,
stamp and other similar taxes and fees, mcluding, without imitation, any real property transfer or gaims taxes (if
any), and any deficiency, interest or penalty asserted with respect thereto (collectively, “Transfer Taxes™), and all
necessary Tax Returns and other documentation with respect to Transfer Taxes will be prepared and filed, at its
own expense, by the party required to file such Tax Returns under applicable law and, if required by applicable
law, the applicable non-filing parties will join in the execution of any such Tax Returns or other documentation,
and (d) VTBH shall pay all fees related to the initial listing application required by NASDAQ Marketplace Rule
5110(a) as a result of the transactions contemplated hereby.

ARTICLE VI
ADDITIONAL AGREEMENTS

Section 6.1 Preparation of the Proxy Statement; Parent Stockholders Meeting.

(a) Parent shall, subject to the prompt assistance of VTBH, use its reasonable best efforts to cause to be
prepared and filed with the SEC, as promptly as practicable after the execution of this Agreement, a proxy
statement (the “Proxy Statement”) pursuant to which the Parent Stockholders would be asked to approve the
Merger and the other transactions contemplated hereby. Each of Parent and VTBH shall furnish all information,
in writing, concerning such Person and its Affiliates that is required for inclusion in the Proxy Statement to the
other, and provide such other assistance, as may be reasonably requested in connection with the preparation,
filing and distribution of the Proxy Statement or to respond to any comments from the SEC thereon. The Proxy
Statement shall include all information reasonably requested by such other party to be included therein. Parent
shall promptly notify VITBH upon the receipt of any comments from the SEC or any request from the SEC for
amendiments or supplements to the Proxy Statemnent and shall provide VITBH with copies of all correspondence
between Parent and its Representatives, on one hand, and the SEC, on the other hand. Parent shall use its
reasonable best efforts to respond as promptly as practicable to any comments from the SEC with respect to the
Proxy Statement. Notwithstanding the foregoing, prior to filing the Proxy Statement (or any amendment or
supplement thereto) or mailing the Proxy Statement (or any amendment or supplement thereto) or responding to
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any comments of the SEC with respect thereto, Parent (i) shall provide VTBH an opportunity to review and
comment on such document or response (including the proposed final version of such document or response) and
(i1) shall (A) in good faith consider for inclusion in such document or response all comments relating to Parent,
its Subsidiaries or their respective businesses reasonably proposed by VIBH and (B) include in such document
or response all comments relating to VIBH, its Subsidiaries or their respective businesses reasonably proposed
by VTBH. Parent shall also take any other action required to be taken under the Securities Act, the Exchange
Act, any applicable foreign or state securities or “blue sky” laws and the rules and regnlations thereunder in
connection with the Merger, the issuance of the Merger Consideration and the issuance of Parent Common Stock
in respect of VIBH Stock Options. VTBH shall furnish all information concerning VTBH and the holders of the
VTBH Stock and rights to acquire VTBH Common Stock pursuant to the VITBH Award Plans as may be
reasonably requested by Parent in connection with any such action.

{b) If, prior to the Effective Time, any event occurs with respect to VIBH or any VTBH Subsidiary, or any
change occurs with respect to other information supplied by VTBH for inclusion in the Proxy Statement, which
is required to be described in an amendment of, or a supplement to, the Proxy Statement, VIBH shall promptly
notify Parent of such event, and VIBH and Parent shall cooperate in the prompt filing with the SEC of any
necessary amendment or supplement to the Proxy Statement and, as required by Law, in disseminating the
information contained in such amendment or supplement to Parent’s stockholders. Nothing in this Section 6. (b}
shall limit the obligations of any party under Section 6.1(a).

{c) Parent shall, as soon as practicable, but in no event more than five (5) Business Days following the later
to oceur of (i) the date that is the 10% day following the filing with the SEC of the preliminary version of the
Proxy Statement, in accordance with Exchange Act Rule 14a-6(a), or (ii) if the SEC requires revisions to the
preliminary version of the Proxy Statement, such date on which the definitive version of the Proxy Statement that
will be mailed or given to Parent Stockholders is filed (such date, the “Clearance Date”), duly call, give notice of,
and as soon as practicable thereafter convene and hold the Parent Stockholders Meeting. Parent shall use its
reasonable best efforts to (1) cause the Proxy Statement to be mailed to Parent’s stockholders as promptly as
practicable after the Clearance Date and to hold the Parent Stockholders Meeting as soon as practicable after the
Clearance Date and (ii) solicit the Parent Requisite Stockholder Vote; provided, however, that this Section 6.1(c)
shall not apply if the Parent Board has terminated this Agreement under Section 8.1(d)(ii) prior to the end of such
five (§) Business Day period. Unless the Parent Board has made a Change of Recommendation in accordance
with Section 5.5(f), Parent shall, through the Parent Board, recommend to its stockholders that they give the
Parent Requisite Stockholder Vote and shall include such recommendation in the Proxy Statement. Parent agrees
that its obligations pursuant to this Section 6.1 shall not be affected by the commencement, public proposal,
public disclosure or communication to Parent of any Acquisition Proposal unless the Parent Board makes a
Change of Recommendation in accordance with Section 5.5(f).

{d) Subject to Section 5.6(d) and the full and prompt assistance of VTBH, Parent shall use its reasonable
best efforts to cause the shares of Parent Common Stock which constitute Merger Consideration to be listed on
NASDAQ as of the Effective Time.

(e) No later than 30 days after the signing of this Agreement, VTBH shall prepare and deliver to Parent the
consolidated financial statements of VITBH required for inclusion in the Proxy Statement, including (i) consolidated
and audited balance sheets as of the end of its two most recent fiscal years and audited statements of income and
cash flows for each of its three most recent fiscal vears, and (i1) an unaudited balance sheet as of the end of its most
recent fiscal quarter, an vnandited balance sheet as of the end of the preceding fiscal year, and unaudited income
statements and statements of cash flows for the interim period up to the date of such balance sheet and the
comparable period of the preceding fiscal vear, in each case prepared in accordance with GAAP, during the periods
involved (except, in the case of unaudited statements, for the absence of footnotes and year-end adjustments)
applied on a consistent basis (except as may be indicated therein or in the notes thereto).

Section 6.2 Access to Information; Confidentiality. Upon reasonable notice and subject to applicable Law,
each of VTBH and Parent shall, and shall cause each of its respective Subsidiaries to, afford to the other party
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and to the Representatives of such other party reasonable access during the period prior to the Effective Time to
all their respective properties, books, Contracts, commitments, personnel and records and, dunng such penod,
each of VTBH and Parent shall, and shall cause each of its respective Subsidiaries to, furnish promptly to the
other party (a) a copy of each report, schedule, registration statement and other document filed by it during such
period pursuant to the requirements of federal or state securities Laws or Health Laws (other than such
documents that such party is not permitted to disclose under applicable Law) and (b) all othey information
concerning its business, properties and personnel as such other party may reasonably request; provided, however,
that either party may withhold any document or information (i) that is subject to the terms of a confidentiality
agreement with a third party entered into prior to the date of this Agreement or entered into after the date of this
Agreement in the ordinary course of business (provided that the withhelding party shall use reasonable best
efforts to obtain the required consent of such third party to provide such access or disclosure). (ii) the disclosure
of which would violate any Law or fiduciary duty {provided that the withholding party shall use reasonable best
efforts to make appropriate substitute arrangements to permit reasonable disclosure not in violation of any Law
or fiduciary duty) or (iii) that is subject to any attorney-client privilege (provided that the withholding party shall
use reasonable best efforts to allow for such access or disclosure to the maximum extent that does not result in a
foss of attorney-client privilege). Furthermore. the parties acknowledge that with respect to the “Confidential
Information” (as defined in the VTBH Confidentiality Agreement), the VTBH Confidentiality Agreement
imposes additional restrictions as to the manner in which such information will be exchanged by the parties.
Without limiting the generality of the foregoing, each of Parent and VTBH shall, within two Business Days of a
request by the other party therefor, provide to such other party the information described in Rule 14a-7(a)(2)(ii)
under the Exchange Act. All information exchanged pursuant to this Section 6.2 shall be subject to the
confidentiality agreement, dated March 7, 2013, between Parent and VTB (to which VTBH agrees to be similarly
bound) (as supplemented and amended from time to time, the “YTBH Confidentiality Agreement”). No
investigation pursuant to this Section 6.2 or information provided, made available or delivered to VIBH or
Parent pursuant to this Section 6.2 or otherwise shall affect any representations or warranties of Parent or VIBH
or conditions or rights of Parent or VTBH contained in this Agreement.

Section 6.3 Required Actions.

(a) Each of the parties shall use its reasonable best efforts to take, or cause to be taken, all actions, and do, or
cause to be done, and assist and cooperate with the other parties in doing, all things necessary to consummate and
make effective, as soon as reasonably possible, the Merger and the other transactions contemplated by this
Agreement in accordance with the terms hereof; provided, however, that nothing in this Section 6.3 shall prohibit
cither party from taking any action expressly contemplated by Section 5.5.

(b) In connection with and without limiting Section 6.3(a), subject to the terms and conditions of this
Agreement, each party will use its reasonable best efforts to take, or cause to be taken, all actions, to file, or
cause to be filed, all documents and to do, or cause to be done, all things necessary, proper or advisable to
consuminate the transactions contemplated by this Agreement, including preparing and filing as promptly as
practicable all documentation to effect all necessary filings, consents, waivers, approvals, authorizations, permits
or orders from all third parties and Governmental Entities, including those required to satisfy the conditions set
forth in Section 7.1{c) and Section 7.1(e), so as to enable the Closing to occur as soon as reasonably practicable.
If the actions taken by VTBH and Parent pursuant to the immediately preceding sentence do not result in the
conditions set forth in Section 7.1(c) and Section 7.1(e) being satisfied, then each of VIBH and Parent shall
jointly (to the extent practicable) initiate and/or participate in any proceedings, whether judicial or
administrative, in order to (i) oppose or defend against any action or proceeding by any Governmental Entity or
other Person tw challenge, prevent or enjoin the consummation of the Merger or any of the other transactions
contemplated by this Agreement and (ii) take such action as is pecessary to overturn any regulatory action or
proceeding by any Governmental Entity or other Person to challenge or block, in whole or in part, consummation
of the Merger or any of the other transactions contemplated by this Agreement, including by defending any suit,
action or other legal proceeding brought by any Governmental Entity or other Person in order to avoid the entry
of. or to have vacated, overturned or terminated, inclading by appeal if necessary. any Injunction or other
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prohibition resulting from any suit, action or other legal proceeding that would cause any condition set forth in
Section 7.1(c) or Section 7.1(e) not to be satisfied, provided that VIBH and Parent shall cooperate with one
another in connection with, and shall jointly control, all proceedings related to the foregoing. Nothing in this
Section 6.3 shall require Parent, Merger Sub or VIBH or any of their Subsidiaries to sell, hold separate, license
or otherwise dispose of any assets or conduct their business in a specified manner, or agree or proffer to sell, hold
separate, license or otherwise dispose of any assets or conduct their business in a specified manner, or permit or
agree to the sale, holding separate, licensing or other disposition of, any assets of Parent, Merger Sub, VTBH or
any of their Subsidiaries, whether as a condition to obtaining any approval from, or to avoid potential litigation or
administrative action by, a Governmental Entity.

{c) In conmection with and without limiting the generahity of the foregoing:

(1) Parent and VTBH shall make or cause to be made, in consultation and ccoperation with the other
party hereto and as promptly as practicable after the date of this Agreement (but in any event, with respect to
clause (A) below, within fifteen (15) Business Days following the date of this Agreement), (A) if applicable, an
appropriate filing of a Notification and Report Form pursuant to the HSR Act relating to the Merger and (B) all
other necessary registrations, declarations, notices and filings relating to the Merger with any other
Governmental Entities under any other antitrust, competition, trade regulation or similar Laws;

(i1} each of Parent and VTBH shall use its reasonable best efforts to furnish to the other all assistance,
cooperation and information required for any such registration, declaration, notice or filing and in order to
achieve the effects set forth in Section 6.3(b):

(iiiy each of Parent and VTBH shall keep the other apprised of the status of its filings, registrations and
submissions with any Governmental Entity and give the other reasonable prior notice of any such registration,
declaration, notice or filing and. to the extent reasonably practicable, of any communication with any
Governmental Entity regarding the Merger (including with respect to any of the actions referred to in
Section 6.3(b)), and permit the other to review and discuss in advance, and consider in good faith the views of,
and secure the participation of, the other in connection with, any such registration, declaration, notice, filing or
communication;

(iv) each of Parent and VTBH shall respond as promptly as practicable under the circumstances to any
inquiries received from any Governmental Entity or any other authority enforcing applicable antitrust,
competition, trade regulation or similar Laws for additional information or documentation in comnection with
antitrust, competition, trade regulation or similar matters; and

(v) unless prohibited by applicable Law or by the applicable Governmental Entity, (A} to the extent
reasonably practicable, neither Parent nor VIBH shall participate in or attend any meeting, or engage in any
substantive conversation with any Governmental Entity in respect of the Merger (including with respect to any of
the actions referred to in Section 6.3(c)) without the other, (B) to the extent reasonably practicable, each of
Parent and VTBH shall give the other reasonable prior notice of any such meeting or conversation, (C) in the
event one party is prohibited by applicable Law or by the applicable Governmental Entity from participating or
attending any such meeting or engaging in any such conversation, the attending party shall keep the other
reasonably apprised with respect thereto, (D) each of Parent and VTBH shall cooperate in the filing of any
substantive memoranda, white papers, filings, correspondence or other written communications explaining or
defending this Agreement and the Merger, articulating any regulatory or competitive argument, and/or
responding to requests or objections made by any Governmental Entity, and (E) each of Parent and VTBH shall
furpish the other party with copies of all correspondence. filings and communications (and memoranda setting
forth the substance thereof) between it and its Affiliates and their respective Representatives on the one hand, and
any Governmental Entity or members of any Governmental Entity’s staff, on the other hand, with respect to this
Agreement and the Merger.
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(d) VTBH shall give prompt notice to Parent, and Parent shall give prompt notice to VTBH, of (i) any
representation or warranty made by it contained in this Agreement that is qualified as to materiality becoming
untrue or inaccurate in any respect or any such representation or warranty that is not so qualified becoming
untrue or inaccurate in any material respect or (ii) the failure by it to comply with or satisfy in any material
respect any covenant, condifion or agreement to be complied with or satisfied by it under this Agreement;
provided, however, that no such notification shall affect the representations, warranties, covenants or agreements
of the parties or the conditions to the obligations of the parties under this Agreement; provided further, that a
failure to comply with this Section 6.3(d) will not constitute the failure of any condition set forth in Article VII to
be satisfied, unless the underlying inaccuracy or breach would independently result in the failure of a condition
set forth in Article VII to be satisfied.

Section 6.4 Indemnification and Directors and Officers Insurance.

(a) Parent agrees that all rights to indemnification. advancement of expenses and exculpation from liabilities
for acts or omissions occurring prior to the Effective Time now existing in favor of the current or former
directors or officers of VTBH and the VTBH Subsidiaries (each, an “Indemmnified Party™) as provided in the
VTBH Charter and the VIBH Bylaws, in each case as in effect on the date of this Agreement, or pursuant to any
other Contracts 1 effect on the date hereof and disclosed on Section 6.4 of the VIBH Disclosure Schedule, shall
be assumed by the Surviving Corporation in the Merger, without forther action, at the Effective Time and shall
survive the Merger and continue in full force and effect in accordance with their terms.

(b) At or prior to the Effective Time, Parent shall purchase a “tail” directors” and officers’ liability insurance
policy for VIBH, VIBH Subsidiaries and their respective corrent and former directors and officers who are
currently covered by the directors” and officers’” liability insurance coverage cwirently maintained by VIBH, in a
form reasonably acceptable to VIBH, that shall provide VTBH. the VIBH Subsidiaries and such directors and
officers with coverage for six years following the Effective Time of not less than the existing coverage and have
other terms not less favorable to the insured persons than the directors’ and officers’ liability insurance coverage
currently maintained by VIBH, with respect to claims arising out of or relating to events which occurred before
or at the Effective Time (including in connection with the transactions contemplated by this Agreement};
provided, however, that in no event shall Parent be required to expend for such policy an amount in excess of
300% of the annual aggregate premiums currently paid by VTBH for such insurance (the “Maximum Premium”).
if such msurance coverage cannot be obtained at all, or can only be obtained at an annual premium in excess of
the Maximum Premium, Parent will cause to be maintained the most advantageous policies of directors’ and
officers’ insurance obtainable for an annual premium equal to the Maximum Premium. For at least six years after
the Effective Time, Parent shall maintain a directors’ and officers” liability insurance policy for Parent, its
Subsidiaries and their respective current and former directors and officers of not less than the existing coverage
and with other terms not less favorable to the insured persons than the existing terms. The current and former
directors and officers of Parent and VIBH are express third party beneficiaries of this Section 6.4(b}.

{c) The provisions of this Section 6.4 will survive the Effective Time and are intended to be for the benefit
of, and will be enforceable by, each Indemmified Party and his or her heirs and representatives. Parent shall pay
or cause to be paid (as incurred) all expenses, including reasonable fees and expenses of counsel, that an
Indemmified Party may incur in enforcing the indemnity and other obligations provided for in this Section 6.4
(subject to reimbursement if the Indemnified Party is subsequently determined not to be entitled to
indemnification under Section 6.4(a)).

(d) If Parent or any of its successors or assigns (i) consolidates with or merges into any other Person and is
not the continuing or surviving corporation or entity of such consolidation or merger or (ii) transfers or conveys
all or substantially all of its properties and assets to any Person, then, and in each such case, to the extent
necessary, proper provision will be made so that the successors and assigns of Parent, as the case may be, will
assume the obligations set forth in this Section 6.4.
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Section 6.5 Transaction Litigation. Parent shall give VTBH the opportanity to participate in the defense or
settlement of any stockholder litigation against Parent and/or its directors relating to the Merger and the other
transactions contemplated by this Agreement, and no settlement or other disposition thereof shall be agreed to
without the prior written consent of VIBH, which consent shall not be unreasonably withheld, conditioned or
delayed, except for any settlement or disposition which involves only monetary damages and is within the limits
of Parent’s insurance policies. For purposes of this paragraph, “participate” means that the non-litigating party
will be kept apprised of proposed strategy and other significant decisions with respect to the litigation by the
litigating party, consistent with the common interest of Parent and VIBH in these matters and the applicable
privileges and protections provided therein, and the non-litigating party may offer comments or suggestions with
respect to the litigation, but will not be afforded any decision making power or other authority over the litigation
except for the settlement consent set forth above.

s. Parent shall take all necessary action to cause, effective at the Effective
Time, (a) the size of the Parent Board to consist of nine (9) members and (b) the Parent Board to be comprised
of: (1) five (5) individuals identified by VTBH, one of whom shall be Parent’s chief executive offer post-Closing
and two of whom shall be “independent directors” (and eligible to serve on Parent’s audit committee) and
“financially sophisticated” (including one (1) “audit committee financial expert” as defined in Item 407(d)5) of
Regulation S-K) under NASDAQ rules; (it) two (2) individuals identified by Parent, one of whom shall be an
“independent director” (and eligible to serve on Parent’s audit committee) and “financially sophisticated” ander
NASDAQ rules; and (i11) two (2) vacancies (the “Reconstituted Parent Board™); provided that if any such
individual is unable or unwilling to serve on the Reconstituted Parent Board immediately after the Effective
Time, a replacement individual shall be selected by VTBH, in case of an individual identified as a VITBH
director, or Parent, in the case of an individual identified as a Parent director.

Section 6.7 Public Announcements. The initial press release with respect to the execution of this Agreement
shall be a joint press release to be reasonably agreed upon by Parent and VTBH. Thereafter, neither Parent nor
VTBH, nor any of their respective Affiliates or Representatives shall issue or cause the publication or
dissemination of any press release or other public announcement or statement (except to the extent previously
issued or made in accordance with this Agreement) with respect to this Agreement or the transactions
contemplated hereby without the prior consent of the other party (which consent shall not be unreasonably
withheld or delayed), and Parent shall provide VIBH the opportunity to review and comment prior to any
publication or dissemination of any other press release or other public announcement or statement, in each case
except as may be required by Law or by any applicable listing agreement with NASDAQ as determined in the
good faith judgment of the party proposing to make such release, announcement or statement (in which case such
party shall not issue or cause the publication of such press release or other public announcement without prior
consultation with the other party). Parent and VTBH shall cooperate to ensure that all such press releases or
public announcements comply with the Securities Act and the Exchange Act, and the rules promulgated
thereunder, including Exchange Act Rule 14a-12.

Section 6.8 Financing Assistance.

{a) On and prior to the Closing, Parent shall, and shall cause the Parent Subsidiaries to, use commercially
reasonable efforts to provide and to cause their respective officers, employees, representatives and advisors,
including legal and accounting advisors to provide, to VIBH such cooperation as may be reasonably requested
by VIBH in connection with the Financing, including, but not limited to: (i) participation at reasonable times in a
reasonable number of meetings, drafting sessions, presentations, road shows, and rating agency and due diligence
sessions, including direct contact between senior management and representatives (including accounting) of
Parent, on the one hand, and potential sources of Financing, potential lenders and investors for the Financing, on
the other hand (collectively, “Financing Sources™); (ii) furnishing VTBH and the Financing Sources with
financial and other pertinent information regarding Parent and the Parent Subsidiaries and their industry as shall
exist and be reasonably requested by VIBH; (iit) reasonably assisting VTBH and the Financing Sources in the
preparation of definitive financing documents, offering documents, marketing documents, rating agency
presentations and other materials reasonably and customarily requested to be used in connection with obtaining
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the Financing; (iv) executing customary authorization and management representation letters; (v) cooperating in
satisfying the conditions precedent set forth in any definitive document relating to the Financing; (v1) issuing
customary representation letters to auditors and using reasonable best efforts to obtain accountants’ comfort
fetters and consents to the use of accountants” audit reports relating to Parent and (vii) using reasonable best
efforts to obtain such consents, approvals, authorizations and instruments which may reasonably be requested by
VTBH to permit the consummation of the Financing and collateral arrangements. Parent hereby consents to the
use of its logos in connection with the Financing; provided that such logos are used in a manner that is not
imtended to or reasonably likely to harm or disparage Parent or its Trademarks.

(b) On and prior to the Closing, VTBH shall, and shall cause its Subsidiaries to, use commercially
reasonable efforts to provide and to cause their respective officers, employees, representatives and advisors,
including legal and accounting advisors to provide, to Parent such cooperation as may be reasonably requested by
Parent in connection with any Qualified Offering, including, but not limited to: (i) participation at reasonable
times in a reasonable number of meetings, drafting sessions, presentations, road shows, and rating agency and
due diligence sessions, including direct contact between senior management and representatives (including
accounting) of VIBH, on the one hand, and potential sources of the Qualified Offering, potential lenders and
imvestors for the Qualified Offering, on the other hand (collectively, “Qualified Offering Investors™);

(i1) furnishing Parent and the Qualified Offering Investors with financial and other pertinent information
regarding VTBH and its Subsidianies and their industry as shall exist and be reasonably requested by Parent;

(iii) reasonably assisting Parent and the Qualified Offering Investors in the preparation of definitive financing
documments, offering documents, marketing documents, rating agency presentations and other imaterials
reasonably and customarily requested to be used in connection with obtaining the Qualified Offering Investors:
(iv) executing customary authorization and management representation letters; (v) cooperating in satisfying the
conditions precedent set forth in any definitive document relating to the Qualified Offering; (vi) issuing
customary representation letters to auditors and using reasonable best efforts to obtain accountants’ comfort
letters and consents to the use of accountants” audit reports relating to VIBH and (vii) using reasonable best
efforts to obtain such consents, approvals, authorizations and instruments which may reasonably be requested by
Parent to permit the consammation of the Qualified Offering and collateral arrangements. VITBH hereby consents
to the use of its logos in connection with any Qualified Offering; provided that such logos are used in a manner
that is not intended to or reasonably fikely to harm or disparage VIBH or its Trademarks.

Section 6.9 Tax Treatment of Merger.

(a) The parties intend, that, for U.S. federal mcome tax purposes, the Merger shall qualify as a
reorganization under Section 368(a) of the Code and that this Agreement shall constitute a plan of reorganization
under Section 368(a) of the Code. Parent and VTBH shall each use reasonable best efforts to cause the Merger to
be treated as a reorganization within the meaning of Section 368(a)(1){B) of the Code.

(b) The parties shall treat the Merger for all U.S. federal income tax purposes as a reorganization under
Section 368(a) of the Code, and no party hereto will take any position on any U.S. federal, state or local income
Tax Return or take any other Tax reporting position, in each case that is inconsistent with the treatment of the
Merger as a tax-free reorganization described in Section 368(a) of the Code unless otherwise required by a
“determination” (as defined in Section 1313(a)(1) of the Code) or by applicable federal, state or local income tax
law.

(¢) In furtherance of the foregoing:
(i) VTBH hereby provides the following representations, warranties and covenants:

(A) VIBH has not made, actually or constructively, any extraordinary distributions with respect to
VTBH Common Stock or redeemed any VIBH Common Stock prior to and in connection with the
Merger, and Persons related to VTBH have not made and shall not make any acquisitions of VIBH
Common Stock prior to and in connection with the Merger. Solely for purposes of this

-A-48-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043770
244 - 238

AA 1469



Section 6.9(c)(i} A), one corporation is related to another corporation if (1) both corporations are
members of the same affiliated group of corporations, or (11} the purchase of stock of one corporation
by the other corporation would be treated as a distribution with respect to the stock of such other
corporation for U.S. federal income tax purposes, in each case determined either immediately before or
immediately after the Merger.

(B) Parent will have Control of VIBH immediately after the Merger. At the Effective Time,
VTBH will not have cutstanding any warrants. options. convertible securities or any other type of right
pursuant to which airy Person could acquire VIBH Stock that, if exercised or converted, would affect
Parent’s acquisition or retention of Control of VIBH. VIBH will not issue additional shares of VIBH
Stock prior to the Closing. VTBH will not take any action that would affect or prevent Parent’s
acquisition or retention of Control by VIBH.

(C) Prior to the Closing, VIBH will continue at least one significant line of its historic businesses,
and no assets of VTBH will have been sold, transferred or otherwise disposed of that would prevent
Parent or VIBH from conducting one such significant fine.

(D) VTBH and the holders of VTBH Common Stock will pay their respective expenses, if any,
incurred in connection with the Merger, and VTBH has not agreed to assume, nor will it directly or
indirectly assume, any expense or other liability of any holder of VTBH Common Stock.

(E) None of the compensation received by any shareholder-employee of VIBH will be separate
consideration for, or allocable to, any of their shares of VIBH Common Stock, none of the shares of
Parent Common Stock received by any shareholder-employee of VIBH will be separate consideration
for, or allocable to, any employment agreement, and the compensation paid to any shareholder-
employee of VI'BH will be for services actually rendered and will be commensurate with amounts paid
to third parties bargaining at arm’s length for similar services.

(F) The facts related to the Merger as described in this Agreement are, and the facts related to the
Merger as described in the Proxy Statement will be, in so far as they relate to VTBH, true, complete
and correct in all material respecis.

(G) VIBH is not under the jurisdiction of a court in a case under Title 11 or similar case within
the meaning of Section 368(a)(3)(A) of the Code.

(H) VTBH is not an Investment Company.

(D) VTBH is not aware of any plan or intent of the holders of VTBH Stock to take any position on
any U.S. federal, state or local income or franchise Tax Return, or any other Tax reporting position,
that would be inconsistent with the treatiment of the Merger as a tax-free reorganization.

(J) The VIBH Charter will be amended at or prior to Closing to provide voting rights to the
VTBH Series B Preferred Stock pursuant to the overall plan of the Merger.

(it) Parent hereby provides the following representations, warranties and covenants:

(A) Parent will have Control of VIBH immediately after the Merger, and Parent has no plan or
intention as of the date hereof or the Closing to (1) cause or allow VIBH to issue additional shares of
VTBH Stock to any Person other than Parent, or (II) take any other action (including issuing any rights
to acquire VIBH Stock or transferring VIBH Stock to any other Person) that could result in Parent
losing Control of VIBH.

(B) Parent has no plan or intention as of the date hereot or the Closing to (I} liquidate VTBH, (I
merge VTBH with or into another corporation or entity other than Merger Sub, (1II) otherwise dispose
of any VTBH Stock, or (IV) cause VTBH to sell or otherwise dispose of any of the assets held by
VTBH at the time of the Merger; except in each case for dispositions made in the ordinary course of
business ar transfers of assets to a corporation controlled by VIBH.
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(C) Parent has no plan or intention as of the date hereof or the Closing to reacquire any Parent
Stock that is issued i the Merger.

(D) Parent has no plan or intention as of the date hereof or the Closing to make any distribution
after and in connection with the Merger to holders of Parent Stock, other than dividends, if any, that
may be paid in the ordinary course of business.

(E) Neither Parent nor any of its Subsidiaries owns or has owned within the last five years,
directly or indirectly, any stock or debt securities of VIBH or any of its Subsidiaries, or any instrtument
giving the holder the right to acquire any such stock or debt securities.

(F) It is Parent’s plan and intention that Parent or another member of Parent’s “qualified group™
(as such term is defined in Treasury Regulations Section 1.368-1(d){(4)(it)) will continue at least one
significant line of the historic business of VIBH or use a significant portion of VIBH’s historic
business assets in a business and, absent a material change in circumstances after the Closing, Parent or
another member of Parent’s “gqualified group” will continue at least one significant line of the historic
business of VTBH or use a significant portion of VIBH’s historic business assets in a business.

(G) Parent will pay its expenses, if any, incurred in connection with the Merger. Parent has not
paid and will not pay, directly or indirectly, any expenses incurred by VIBH or the holders of VIBH
Stock In connection with the Merger.

(H) The facts related to the Merger as described in this Agreement are, and the facts related to the
Merger as described in the Proxy Statement will be, in so far as they relate to Parent, true, complete
and correct in all material respects.

(I} Parent is not under the jurisdiction of a court in a case under Title 11 or similar case within the
meaning of Section 368(a}(3)}(A) of the Code.

(I) Parent is not an Investment Company.

(K) At all times during the existence of Merger Sub, Parent has directly owned all of the stock of
Merger Sub, and Parent will continue to own all such stock vntil the Closing.

(1.) Merger Sub was formed solely to effectuate the Merger, and (I) has not held, and will not hold
at any time prior to the Merger, any assets (other than cash contributed by Parent upon incorporation),
and (IT) has not conducted, and will not conduct at any time prior to the Merger, any business activities
or operations of any kind, other than activities in connection with the Merger.

(iii} VIBH and Parent hereby provide the following representations. warranties and covenants:
(A) There are substantial non-tax corporate business purposes for the Merger.

(B) Cash payments to be made to holders of VTBH Stock in lieu of fractional shares of Parent
Stock that would otherwise be issued to such holders in the Merger will be made solely for the purpose
of saving Parent the expense and inconvenience of issuing and transferring fractional shares of Parent
Stock and will not represent separately bargained for consideration, and the total cash consideration
that will be paid i the Merger to holders of VIBH Stock i lieu of fractional shares of Parent Stock
will not exceed one percent of the total consideration that will be issued in the Merger to holders of

VTBH Stock.

(C) There is no intercorporate indebtedness existing between VIBH or its Subsidiaries, on the one
hand, and Parent or its Subsidiaries, on the other hand.

(D) The fair market value of Parent Stock and cash in lieu of fractional shares, if any, received by
each holder of VTBH Stock will be approximately equal to the fair market value of VITBH Stock
surrendered in the exchange, as determined by arm’s length negotiations between the respective
management of Parent and VTBH.
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(E) VITBH will pay its dissenting shareholders (if any) the valoe of their VIBH Stock cut of its
own funds, and no funds will be supplied for that purpose, directly or indirectly, by Parent, nor will
parent directly or indirectly reimburse VTBH for any payments to dissenting shareholders.

(F) After the Closing, VTBH and Parent shall not amend the VTBH Charter in order to revoke the
voting rights of the VITBH Series B Preferred Stock. Neither VIBH nor Parent has any plan or
intention, after the Closing, to cause VTBH to redeen any shares of the VIBH Series B Preferred
Stock.

(G) At least 50% of the proprietary interest in VIBH will be exchanged in the Merger for a
proprietary interest in Parent that will be preserved (within the meaning of Treasury Regulations
Section 1.368-1(e)).

(H) Parent will acquire VIBH Stock solely in exchange for voting Parent Stock.

(I) No labilities of VIBH or of holders of VTBH Stock will be assumed by Parent, nor will any
VTBH Stock be subject to any liabilities; provided, however, that the parties recognize that the VTBH
Series B Preferred Stock may be reflected as a liability on Parent’s consolidated balance sheet.

() In the Merger, Merger Sub will have none of its liabilities assumed by VI'BH and will not
transfer to VIBH any assets subject to liabilities, except in each case for de minimis contingent
liabilities.

(iv) For purposes of this Section 6.9(¢)

(A} “Control” of a corporation means ownership of (1) at least 80% of the total combined voting
power of all classes of stock of such corporation entitled to vote, and (1I) at least 80% of the total
number of shares of each other class of stock of such corporation.

and (iv) of the Code.

Section 6.10 FIRPTA Certificate. At the Closing, VTBH shall deliver to Parent a properly executed
staternent (a “FIRPTA Compliance Certificate’) in a form reasonably acceptable to Parent for purposes of
satisfying Parent’s obligations under Treasury Regulation Section 1.1445-2(¢)(3).

Section 6.11 VTBH Internal Control over Financial Reporting. VTBH shall, and shall cause each of its
Subsidiaries to, use commercially reasonable efforts to establish and maintain a system of “internal control over
financial reporting” (as defined in Exchange Act Rules 13a-15(f) and 15d4-15(f)) that, as of the Closing, is
reasonably likely to be considered effective at the reasonable assurance Jevel.

ARTICLE VII
CONDITIONS

Section 7.1 Conditions to Each Party’s Obligation to Effect the Merger. The respective obligations of the
parties to effect the Merger shall be subject to the satisfaction, or waiver by each of the parties, at or prior to the
Effective Time of the following conditions:

(a) Parent Requisite Stockholder Vote. The Parent Requisite Stockholder Vote shall have been obtained.

{by Listing. The Parent Common Stock to be issued in the Merger and in respect of VIBH Rollover Options
shall have been authorized for listing on NASDAQ, subject to official notice of issuance.

(c) Regulatory Approvals. Any applicable waiting period (and any extension thereof) applicable to the
Merger under the HSR Act shall have expired or been earlier terminated (all such expirations, terminations,
consents and filings collectively, the “Requisite Regulatory Approvals”).
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{d) No Injunctions or Restraints. No statute, rule, regulation, executive order, decree, temporary restraining
order, preliminary or permanent Injunction or other order enacted, entered, promulgated, enforced or issued by
any Governmental Entity, or other legal restraint or prohibition shall be in effect preventing, the consummation
of the Merger and the transactions contemplated by this Agreement.

{e) Governance Matters. The Parent Board Election Stockholder Approval shall have been obtained and not
revoked.

{f) Qualified Equity Offering. PNC Bank shall have consented to the terms and conditions of any Qualified
Equity Offering in connection with or following Parent’s consummation thereof and shall not have revoked such
consent.

Section 7.2 Conditions to Obligations of Parent. The obligation of Parent to effect the Merger is also subject
to the satisfaction, or waiver by Parent, at or prior to the Effective Time of the following conditions:

{a) Representations and Warranties. (i) Each of the representations and warranties of VIBH set forth in
Section 4.1, Section 4.2 and Section 4.2 shall be true and correct in all material respects on the date of this
Agreement, and as of the Closing Date, as if made at and as of such date (except to the extent that any such
representation or warranty speaks as of an earlier date, in which case such representation or warranty shall be
true and correct as of such earlier date), and (11} the other representations and warranties of VTBH set forth in
this Agreement shall be true and correct in all respects on the date of this Agreement, and as of the Closing Date,
as it made at and as of such date (except to the extent that any such representation or warranty speaks as of an
carlier date, in which case such representation or warranty shall be true and correct as of such earlier date),
except where the failure of such representations and warranties to be so true and correct (without giving effect to
any limitation as to “materiality” or “VTBH Material Adverse Effect” set forth therein), individually or in the
aggregate, has not had, and would not reasonably be expected to have, a VTBH Material Adverse Effect, and
Parent shall have received a certificate signed on behalf of VTBH by the Chief Executive Officer or the Chief
Financial Officer of VIBH to the foregoing effects.

(b) Performance of Obligations of VIBH. VTBH shall have performed in all material respects all
obligations required to be performed by it under this Agreement at or prior to the Closing Date, and Parent shall
have received a certificate signed on behalf of VIBH by the Chief Executive Officer or the Chief Financial
Officer of VIBH to such effect.

(cy MAE. Since the daie of this Agreement, there shall have been no VIBH Material Adverse Effect;

provided, that, the matters set forth on Schedule 7.2(c) shall disregarded for the purposes of determining whether
a VTBH Material Adverse Effect has occurred.

Section 7.3 Conditions (0 Obligations of VIBH. The obligation of VTBH to effect the Merger is also
subject to the satisfaction, or waiver by VIBH, at or prior to the Effective Time of the following conditions:

(a) Representations and Warranties. (i) Each of the representations and warranties of Parent set forth in
Section 3.1, Section 3.2 and Section 3.3 of this Agreement shall be true and correct in all material respects on the
date of this Agreement, and as of the Closing Date, as if made at and as of such date (except to the extent that any
stich representation or warranty speaks as of an earlier date, in which case such representation or warranty shall
be true and correct as of such earlier date), and (ii) the other representations and warranties of Parent set forth in
this Agreement shall be true and correct i all respects on the date of this Agreement, and as of the Closing Date,
as if made at and as of such date (except to the extent that any such representation or warranty speaks as of an
earlier date, in which case such representation or warranty shall be true and correct as of such earlier date),
except where the failure of such representations and warranties to be so true and correct (without giving effect to
any limitation as to “materiality” or “Parent Material Adverse Effect” set forth therein), individually or in the
aggregate, has not had, and would not reasonably be expected to have, a Parent Material Adverse Effect, and
VTBH shall have received a certificate signed on behalf of Parent by the Chief Executive Officer or the Chief
Financial Officer of Parent to the foregoing effects.
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{b) Performance of Obligations of Parent. Parent shall have performed in all material respects all obligations
required to be performed by it under this Agreement at or prior to the Closing Date, and VTBH shall have
received a certificate signed on behalf of Parent by the Chief Executive Officer or the Chief Financial Officer of
Parent to such effect.

(c) MAE. Since the date of this Agreement, there shall have been no Parent Material Adverse Effect;

provided, that, the matters set forth on Schedule 7.3(c) shall disregarded for the purposes of determining whether
a Parent Material Adverse Effect has occurred.

(dy Qualified Offering. Parent shall have consummated a Qualified Offering; provided, however, that Parent
shall not be required to have to consummate a Qualified Offering to the extent that the requisite lenders under the
Credit Agreement waive the obligation to consummate a Qualified Offering as a condition to consummating the
Merger and the effectiveness of the amended and restated form of the Credit Agreement (contemplated to
become effective at the Closing).

{e) Releases. Those individuals set forth on Schedule 7.3(e) shall have executed and delivered to Parent (and
not revoked) valid and binding release agreements substantially in the forms approved by VIBH prior to the date
of this Agreement.

Section 7.4 Frustration of Closing Conditions. Neither Parent nor VIBH may rely on the failure of any
condition set forth in Section 7.1, 7.2 or 7.3, as the case may be, to be satisfied if such failure was caused by such
party’s failure to use its reasonable best efforts to consummate the Merger and the other transactions
contemplated hereby, or other breach of or noncompliance with this Agreement.

ARTICLE VIHI
TERMINATION

Section 8.1 Termination. This Agreement may be terminated and the transactions contemplated hereby
abandoned at any time prior to the Effective Time:

(a) by the mutual written consent of Parent and VTBH.

(b) by either of VIBH or Parent:

(i) if the Closing shall not have been consummated on or before February 28, 2014 (the “Outside
Date™); provided, further, that the right to terminate this Agreement under this Section 8.1(b)(i) shall not be
available to a party if the inability to satisfy such condition was due to the failure of such party to perform in any
material respect any of its obligations under this Agreement;

(i) if any restraint having the effect set forth in Section 7.1(d) shall be in effect and shall have become
final and nonappealable; provided, however, that the right to terminate this Agreement under this
Section 8.1(b)(ii) shall not be available to a party if such restraint was due to the failure of such party to perform
in any material respect any of its obligations under this Agreement; or

(ii1) if the Parent Stockholders Meeting shall have concluded and the Parent Requisite Stockholder
Vote shall not have been obtained.
(c) by VIBH:

(1) if Parent shall have breached or failed to perform any of its representations, warranties, covenants or
agreements set forth in this Agreement (or if any of the representations or warranties of Parent set forth in this
Agreement shall fail 1o be true), which breach or failure (A) would (if it occurred or was continuing as of the
Closing Date) give rise to the failure of a condition set forth in Section 7.3(a) or (b} and (B) is incapable of being
cured, or is not cared, by Parent within thirty (30) days following receipt of written notice from VIBH of such
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breach or failure; provided that VTBH shall not have the right to terminate this Agreement pursuant to this
Section 8.1(c)i) if VIBH is then in material breach of any of its representations, warranties, covenants or
agreements contained in this Agreement;

(i1} if the Parent Board or any committee thereof shall have effected a Change of Recommendation,
(iii} if Parent shall have materially breached its obligations under Sections 5.5 or 6.1(c); or
(iv) if Parent shall have entered into an Alternate Acquisition Agreement.

{d) by Parent:

(1) if VIBH shall have breached or failed to perform any of its representations, warranties, covenants
or agreements set forth in this Agreement (or if any of the representations or warranties of VIBH set forth in this
Agreement shall fail to be true), which breach or fatlure (A) would (f it occnrred or was continning as of the
Closing Date) give rise to the failure of a condition set forth in Section 7.2(a) or (b) and (B) is incapable of being
cured, or is not cured, by VTBH within thirty (30) days following receipt of written notice from Parent of such
breach or failure; provided that Parent shall not have the right to terminate this Agreement pursuant to this
Section 8.1(d)(i) if Parent is then in material breach of any of its representations, warranties, covenants or
agreements contained in this Agreement;

(ii} it at any time prior to the time the Parent Requisite Stockholder Vote is obtained. (A) the Parent
Board shall have authorized the Parent to enter into an Alternative Acquisition Agreement with respect to a
Superior Proposal and (B} Parent has complied in all material respects with Section 5.5; provided that
substantially concarrently with such termination, Parent enters into such Alternative Acquisition Agreement and
fulfills its obligations under Section 8.3; or

(111} 1f all conditions in Sections 7.1 and 7.3 are satisfied or waived other than the condition in
Section 7.1(f); provided that Parent shall not have the right to terminate this Agreement pursuant to this
Section 8.1(d)(iit} if Parent is then in material breach of any of its representations, warranties, covenants or
agreements contained in this Agreement.

Section 8.2 Effect of Termination. In the event of the termination of this Agreement as provided in
Section 8.1, written notice thereof shall be given to the other party or parties, specifying the provision of this
Agreement pursuant to which such termination is made, and this Agreement shall forthwith become null and void
(other than the provisions in Sections 5.6, 8.2 and 8.3, and the provisions in Article [X, all of which shall survive
termination of this Agreement), and there shall be no liability on the part of VTBH or Parent or their respective
directors, officers and Affiliates, except as provided in Section 8.3.

(a) In the event that this Agreement is terminated pursuant to:

(1) Section 8.1(c)(i) by VIBH as a result of a willful breach committed by Parent or Merger Sub prior
to such termimnation, VTBH shall be entitled to receive the Reimbursement within one (1) Business Day after the
date of such termination and the Fee by the Fee Payment Date;

(i1) Section 8.1(c)(ii) by VIBH, VTBH shall be entitied to receive the Reimbursement within one
(1) Business Day after the date of such termination and the Fee by the Fee Payment Date;

(iii} Section 8.1{c)(iil) by VIBH, VTBH shall be entitled to receive the Reimbursement within one
(1} Busimess Day after the date of such termination and the Fee by the Fee Payment Date;
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{(iv) Section 8.1(c)(iv) by VIBH or Section 8.1(d)(i1) by Parent, VIBH shall be entitled to receive the
Reimbursement and the Fee within one (1) Business Day after the date of such termination and the Fee one
(1) Business Day after the consummation of the transaction contemplated by the Alternate Acquisition
Agreement;

(v) Section 8.1(b)(iii) by either VITBH or Parent in the event that an Acquisition Proposal shall have
been publicly proposed or publicly disclosed and not withdrawn prior to the Parent Stockholders Meeting, VIBH
shall be entitled to receive (A) the Reimbursement within (1) Business Day atter the date of such termination and
(B) if Parent enters infto an Alternative Acquisition Agreement with any Person other than VIBH within twelve
(12) months after the date of such termination under Section 8.1(b)(1i1}, the Fee within one (1) Business Day after
the consummation of the transaction contemplated by such Alternate Acquisition Agreement;

(vi) Section 8.1(b)(1ii) by either VTBH or Parent and no Acquisition Proposal shall have been publicly
proposed or publicly disclosed and not withdrawn prior to the Parent Stockholders Meeting, VTBH shall be
entitled to receive the Reimbursement within (1) Business Day after the date of such termination;

(vi1) Section 8.1(d)(3) by Parent as a result of a willful breach committed by VTBH prior to such
termination, Parent shall be entitled to receive from VTBH the Fee within ten (10) Business Days after the date
of such termination; or

{viil) Section 8.1(d)(iii) by Parent, Parent shall be entitled to receive from VTBH the Fee within ten
(10) Business Days after the date of such termination.
(b) For purposes of this Section 8.3:
(1) “Reimbursement” means a license agrecment in form and substance set forth on Exhibit E, duly

executed and subsequently fully performed by Parent throughout the term of such license agreement.

(i) “F
funds o one or

" means cash in the amount of $1,000,000, paid by wire transfer of immediately available
ore accounts designated by VIBH or Parent, as applicable.

(iil) “Fee Payment Date” means, following a termination pursuant to Section 8.3(a)(1), (i) or (iii), the

earlier of (A} ten (10) Business Dhys following the time that the Company and its Subsidiaries have $3,000,000
in cash and (B) six months after the date of such termination.

{(c) In the event that either party shall fail to perform its obligations under this Section 8.3 when required to
be performed, such party shall pay all of the other party’s reasonable costs and expenses (including reasonable
attorneys’ fees) in connection with efforts to entorce such obligations. Parent acknowledges that the provisions of
this Section 8.3 are an integral part of the transactions contemplated hereby and that, without these agreements,
VTBH would not enter into this Agreement. The parties agree that: (i) if Parent delivers any Reimbursement or
the Fee required by, and in accordance with, this Section 8.3, then Parent shall have no further lability to VIBH
of any kind in respect of this Agreement and the transactions contemplated hereby: and (ii) if VITBH delivers the
Fee required by, and in accordance with, this Section 8.3, as applicable, then VTBH shall have no further lability
to Parent of any kind in respect of this Agreement and the transactions contemplated hereby. For avoidance of
doubt, neither VIBH nor Parent shall be required to pay the Fee more than once.

ARTICLE IX

MISCELLANBOUS

Section 9.1 No Survival of Representations and Warranties. Except as otherwise provided in this
Agreement, the representations, warranties and agreements of each party hereto shall remain operative and in full
force and effect regardless of any investigation made by or on behalf of any other party hereto, whether prior to
or after the execution of this Agreement. The representations, warranties and agreements in this Agreement shall
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terminate at the Effective Time or, except as otherwise provided in Section 8.2, upon the termination of this
Agreement pursuant to Section 8.1, as the case may be, except those set forth in Sections 5.6, 8.2 and 8.3 and this
Article TX shall survive termination of this Agreement. The VTBH Confidentiality Agreement shall (i) survive
termination of this Agreement in accordance with its terms and (ii) terminate as of the Effective Time.

Section 9.2 Amendment or Supplement. At any time prior to the Effective Time, this Agreement may be
amended or supplemented in any and all respects, whether before or after receipt of the Parent Requisite
Stockholder Approval, by written agreement of the parties hereto; provided, however, that after receipt of the
Parent Requisite Stockholder Approval. there shall be no amendiment or change to the provisions of this
Agreement which by Law would require further approval by the stockholders of Parent without such approval.

Section 9.3 Extension of Time; Waiver. At any time prior to the Effective Time, any party may, subject to
applicable Law, (a) waive any inaccuracies in the representations and warranties of any other party hereto,
(b) extend the time for the performance of any of the obligations or acts of any other party hereto or (¢} waive
compliance by the other party with any of the agreements contained herein or, except as otherwise provided
herein, waive any of such party’s conditions. Notwithstanding the foregoing, no failure or delay by Parent or
VTBH in exercising any right hereunder shall operate as a waiver thereof nor shall any single or partial exercise
thereof preclude any other or further exercise thereof or the exercise of any other right hereunder. Any agreement
on the part of a party hereto to any sach extension or waiver shalf be valid only if set forth in an instrument in
writing signed on behalf of such party.

Section 9.4 Assignment. Neither this Agreement nor any of the rights, interests or obligations hereumder
shall be assigned, in whole or in part, by operation of Law or otherwise, by any of the parties without the prior
written consent of the other parties. Subject to the preceding sentence, this Agreement shall be binding upon,
inure to the benefit of, and be enforceable by, the parties hereto and their respective successors and permitted
assigns. Any purported assignment not permitted under this Section shall be null and void.

Section 9.5 Counterparts. This Agreement may be executed i any number of original, facsimile or PDF

and the same agreement) and shall become effective when one or more counterparts have been signed by each of
the parties and delivered to the other partics.

Section 9.6 Entire Agreement; No Third-Party Beneficiaries. This Agreement and the exhibits hereto, the
Parent Disclosure Schedule, the VIBH Disclosure Schedule, the Voting Agreements, the Stockholder Agreement
and the VTBH Confidentiality Agreement (a) constitute the entive agreement, and supersede all other prior
agreements and understandings, both written and oral, among the parties with respect to the subject matter of this
Agreement and thereof and (b) shall not confer upon any Person other than the parties hereto any rights
(including third-party beneficiary rights or otherwise) or remedies hereunder, except for, in the case of clanse (b),
as set forth in Section 6.4,

Section 9.7 Governing Law: Jurisdiction; Waiver of Jury Trial.

(a) This Agreement shall be governed by, and construed in accordance with, the laws of the State of
Delaware, applicable to contracts executed in and to be performed entirely within that State.

(b) Each of the parties hereto irrevocably agrees that any legal action or proceeding with respect to this
Agreement and the rights and obligations arising hereunder, or for recognition and enforcement of any judgment
in respect of this Agreement and the rights and obligations arising hereunder brought by the other party hereto or
its successors or assigns, shall be brought and determined exclusively in the Delaware Court of Chancery and any
state appellate court therefrom within the State of Delaware (or, if the Delaware Court of Chancery declines to
accept jurisdiction over a particular matter, any state or federal court within the State of Delaware). Each of the
parties hereto hereby irrevocably submits with regard to any such action or proceeding for itself and in respect of
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its property, generally and unconditionally, to the personal jurisdiction of the aforesaid courts and agrees that it
will not bring any action relating to this Agreement or any of the transactions contemplated by this Agreement in
any court other than the aforesaid courts. Each of the parties hereto hereby irrevocably waives, and agrees not to
assert as a defense, counterclaim or otherwise, in any action or proceeding with respect to this Agreement, (i) any
claim that it is not personally subject to the jurisdiction of the above named courts for any reason other than the
failure to serve in accordance with this Section 9.7, (ii) any claim that it or its property is exempt or immune
from the jurisdiction of any such court or from any legal process commenced in such courts (whether through
service of notice, attachment prior to jodgment. attachment in aid of execution of judgment, execution of
judgment or otherwise) and (iii) to the fullest extent permitted by the applicable Law, any claim that (x) the suit,
action or proceeding in such court is brought in an inconvenient forum, (y) the venue of sach suit, action or
proceeding is improper or (z) this Agreement, or the subject matter hereof, may not be enforced in or by such
courts.

(c) EACH PARTY HEREBY IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY
ACTION, PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON CONTRACT, TORT OR
OTHERWISE) ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY OR THE ACTIONS OF ANY PARTY IN THE NEGOTIATION,
ADMINISTRATION, PERFORMANCE AND ENFORCEMENT OF THIS AGREEMENT AND THE
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.

Section 9.8 Specific Performance. The parties agree that irreparable damage would occur and that the parties
would not have any adequate remedy at law in the event that any of the provisions of this Agreement were not
performed in accordance with their specific terms or were otherwise breached and it is accordingly agreed that
the parties shall be entitled to an injunction or mjunctions to prevent breaches of this Agreement and to enforce
specifically the terms and provisions of this Agreement, in each case, in accordance with this Section 9.8 in the
Delaware Court of Chancery or any federal court sitting in the State of Delaware, this being in addition to any
other remedy to which they are entitled at law or in equity. Each of the parties agrees that 1t will not oppose the
granting of an injunction, specific performance and other equitable relief as provided herein on the basis that
(x) either party has an adequate remedy at law or (y) an award of specific performance is not an appropriate
remedy for any reason at law or equity.

Section 9.9 Notices. Any notice, request, instruction, or other docurnent to be given hereunder by any party
hereto to any other party shall be in writing and shall be delivered personally, by overnight courier service, by
facsimile or sent by certified, registered or express air mail, postage prepaid (and shall be deemed given when,
delivered if delivered by hand, one Business Day after deposited with an overnight courier service if delivered by
overnight courier, upon electronic confirmation of receipt if faxed during normal business hours and otherwise
upon the opening of business on the next Business Day, and five days after mailing if mailed), as follows:

If to Parent or Merger Sub:
Parametric Sound Corporation
13771 Danielson Street, Suite L
Poway, California 92064
Facsimile: 888-639-2150
Attention: James A. Bames

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

Sheppard Muilin Richter & Hampton LLP
12775 El Camino Real, Suite 200

San Diego, CA 92130

Facsimile: 858-847-4865

Attention: John J. Hentrich
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I to VIBH:
VTB Holdings, Inc.
100 Summit Lake Drive, Suite 100
Vathalla, NY 10594
Facsimile: 914-345-2266
Attention: Juergen Stark

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

Stripes Group, LLC

402 W. 13th Street

New York, NY 10014
Facsimile: 212-823-0721
Attention: Kenneth A. Fox

and

Dechert LLP

Cira Centre

2929 Arch Street
Philadelphia, PA 19104
Facsimile: (215) 994.2222
Attention: Henry N. Nassau

or to such other address or facsimile number as any party hereto shall notify the other parties hereto (as provided
above) from time to time.

Section 9.10 Severability. If any term or other provision of this Agreement is determined by a court of
competent jurisdiction to be mvalid, illegal or incapable of being enforced by any rule of law or public policy, all
other terms, provisions and conditions of this Agreement shall nevertheless remain in full force and effect. Upon
such determination that any term or other provision is invalid, illegal or incapable of being enforced. the parties
hereto shall negotiate in good faith to modify this Agreement so as to effect the original intent of the parties as
closely as possible to the fullest extent permitted by applicable law in an acceptable manner to the end that the
transactions contemplated hereby are fulfilled to the extent possible.

Section 9.11 Definitions. As used in this Agreement, the following terms have the meanings ascribed thereto
below:

intermediaries, controls, is controlled by, or is under common control with, such first Person.

“Antitrust Law” means the HSR Act and any other Laws applicable to the Merger that are designed or
intended to prohibit, restrict or regulate actions having the purpose or effect of monopolization or restraint of
trade or lessening of competition through merger or acquisition.

“Business Day” means any day other than (i) a Satwrday or a Sunday or (ii) a day on which banking and
savings and loan institutions are authorized or required by Law to be closed in New York City.

“Contract” means all oral or written contracts, agreements, commitments, arrangements, leases and other
mstruments to which any Person is a party.

“Environmental Law” means any foreign, federal, state or local law, treaty, statute, rule, regulation, Order,
ordinance, decree, Injunction, judgment, governmental restriction or any other requirement of Law (including
common law) regulating or relating to the protection of human health from exposure to any hazardous substance,
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natural resource damages or the protection of the environment, including Laws relating to the protection of
wetlands, pollution, contamination or the use, generation, management, handling, transport, treatinent, disposal,
storage, release or threatened release of hazardous substances.

“Equity Equivalents” of any Person means (x) any securities convertible into or exchangeable for, or any
warrants or options or other rights to acquire, any capital stock, voting securities or equity interests of such
Person, (y) any warrants or options or other rights to acquire from such Person, or any other obligation of such
Person to issue, deliver or sell, or cause to be issued, delivered or sold, any capital stock, voting securities or
other equity interests in such Person or (z) any rights that are linked in any way to the price of any capital stock
of, or to the value of or of any part of, or to any dividends or distributions paid on any capital stock of, such
Person.

“Exchange Act’ means the Securities Exchange Act of 1934, as amended.

“Financing” means a refinancing of VITBH's existing credit facility.

“Forfeitures and Cashless Settlements” by any Person means (x) the forfeiture or satisfaction of Equity
Equivalents of such Person, (y) the acceptance by such Person of shares of common stock of such Person as
payment for the exercise price of Equity Equivalents of such Person and () the acceptance by such Person of
shares of common stock of such Person for withholding Taxes incurred in connection with the exercise of Equity
Equivalents of such Person or the vesting or satisfaction of Equity Equivalents of such Person, in each case, m
accordance with past practice of such Person and the terms of the applicable award agreements.

“GAAP” means United States generally accepted accounting principles.

“Governmental Entity” means any nation or government, any state, agency, commission, or other political
subdivision thereof, any insurance regulatory authority, any self-regulatory authority, or any entity (including a
court) of competent jurisdiction properly exercising executive, legislative, judicial or administration functions of
the government.

such Parent Stock Option or VIBH Stock Option was granted to the holder of such Parent Stock Option or
VTBH Stock Option, respectively.

“Health Laws” means any Laws which regulate the quality, safety, or manufacturing of the Company’s
products, including, but not limited to, any such Laws enforced by the United States Food and Drug
Administration and comparable foreign Governmental Entities and any such Laws promulgated under the Federal
Food, Drug and Cosmetic Act of 1938, as amended, or the Radiation Control for Health and Safety Act of 1968,
as amended.

“Injunction” means any Order, injunction or decree issued by any court or agency of competent jurisdiction
or other fegal restraint or prohibition.

“Intellectual Property Rights” means any and all intellectual and industrial property rights and other similar
proprietary rights, in any jurisdiction, whether registered or unregistered, including without limitation all rights
pertaining to or deriving from: (a) patents, patent applications, utility models, design registrations and certificates
of invention and other grants for the protection of inventions or industrial designs by any Governmental Entity
(including all related continuations, continuations-in-part, divisions, reexaminations, extensions reissues, and

discoveries and improvements, whether or not patented or patentable; (¢) works of authorship, including designs,
data and database rights, and registrations and applications for registration thereof, and all rights associated with
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including without imitation without limitation data files, source code, object code and software-related
specificattons and documentation (collectively “Software”); () trademarks, trade names, service marks,
certification marks, service names, brands, trade dress, slogans, logos, and other similar source or origin
indicators, whether registered or unregistered, and all registrations and applications for registration therefor, and
the goodwill associated therewith (collectively, “Trademarks™); (f) trade secrets (including without limitation
without limitation those trade secrets defined in the Uniform Trade Secrets Act and under corresponding foreign
statatory Law and common law), non-public information, and confidential information, business, technical and
know-how information, and rights to limit the use or disclosure thereof by any Person (collectively “Trade
Secrets”); (g) domain names; and (h) proprietary databases and data compilations and all documentation relating
to the foregoing; and including without Himitation in each case any and all (%) registrations of, applications to
register, and renewals and extensions of, any of the foregoing with or by any Governmental Entity in any
Jurisdiction, and (y) past, present and future claims, defenses and causes of action arising under any of the
foregoing.

“Knowledge of Parent” or “Knowledge” when used in reference to Parent means the knowledge after
reasonable inquiry of those individuals listed in Section 9.11 of the Parent Disclosure Schedule.

“Knowledge of VITBH” or “Knowledge” when used in reference to VTBH means the knowledge after
reasonable inguiry of those individuals listed in Section 9.11 of the VTBH Disclosure Schedule.

“Law” means any statute, law, ordinance, rule or regulation (domestic or foreign) issued, promulgated or
entered into by or with any Governmental Entity.

" means any order, writ, Injunction, decree, judgment or stipulation issued, promulgated or entered

into by or with any Governmental Entity.

“Organizational Documents™ means, with respect to any Person, its certificate of incorporation, bylaws or
other similar organizational documents.

Subsidiaries

“Parent Material Adverse Effect” means any change, state of facts, circumstance, event or effect that,
individually or in the aggregate, is materially adverse to (A) the financial condition, properties, assets, liabilities,
obligations (whether accrued, absolute, contingent or otherwise), businesses or results of operations of Parent and
the Parent Subsidianies, taken as a whole, and/or (B) the ability of Parent or Merger Sub to perform their
respective obligations under this Agreement; provided, however, that any change, state of facts, circumstance,
event or effect that arising from or related to: (i) conditions generally affecting the United States economy or
generally atfecting one or more industries in which Parent and its Subsidiaries operate; (i1) national or
international political or social conditions, including terrorism or the engagement by the United States in
hostilities or acts of war; (ii1) financial, basking or securities markets (including any disruption thereof and any
decline n the price of any security or any market index): (iv) changes in GAAP or other accounting
requirements; (v) changes in any Laws, rules, regulations, orders, or other binding directives issued by any
Governmental Entity: (vi) the public announcement, pendency or completion of the transactions contemplated by
this Agreement; or (vii) any failure, in and of itself, by Parent to meet any intemnal or disseminated projections,
forecasts or revenue or earnings predictions for any period (it being understood that the facts and circumstances
giving rise or contributing to such failure may be taken into account in determining whether there has been a
Parent Material Adverse Effect) shall not be taken into account in determining whether a “Parent Material
Adverse Effect” has occurred or would reasonably be expected 1o occur with respect to Parent or Merger Sub.

“Parent Permits™” means all governmental licenses, authorizations, permits, certificates, registrations,
consents, franchises, variances, exemptions, Orders and approvals required to own, lease and operate Parent and
its Subsidiaries’ respective properties and to carry on their respective businesses as currently conducted.
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“Parent Stock”™ means, collectively, the Parent Common Stock and the Parent Class A Preferred Stock.

“Parent Stock Option” means any option to purchase Parent Stock granted under any Parent Stock Plan.

“Parent Stock Plans™ means the equity-based compensation plans identified in Section 9.11 of the Parent
Disclosure Schedule.

“Parent Warrants” means warrants to purchase Parent Common Stock.

“Per Share Exchange Ratio” means the ratio of the Per Share Number to one (1).

“Per Share Number” means the Closing VIBH Share Amount divided by the VIBH Fully Diluted Share

Amount, where:

(a) “Closing VTBH Share Amount” means the Total Post-Closing Share Amount minus the Parent Fully
Diluted Share Amount;

(b) “Parent Fully Diluted Share Amount” means a number equal to the sum of: (i) the number of outstanding
shares of Parent Common Stock as of the date of this Agreement (6,769,051), plus (ii) the number of shares of
Parent Common Stock subject to outstanding Parent Stock Options as of the date of this Agreement (1,365,354),
plus (iii) the number of shares of Parent Common Stock subject to outstanding Parent Warrants as of the date of
this Agreement (186,864), plus (iv) the Qualified Offering Share Amount, if any, plus (v} (without duplication to
(i) through (iv)) the number of shares of Parent Common Stock subject to any new issuances of Parent Common
Stock, Parent Stock Options, Parent Warrants or other securities convertible into or exercisable for Parent
Common Stock, less (viy the number of shares of Parent Common Stock subject to Parent Stock Options, Parent
Warrants or other securities convertible into or exercisable for Parent Common Stock that expire or are forfeited
after the date of this Agreement, if any;

{c) “Parent Percentage” means .19 plus (i) .01 if a Qualified Equity Offering is completed prior to Closing,
plus (i) the product of (A) the Excess Offering Multiplier muluplied by (B) .0015;

(d) “Excess Offering Multiplier” means, with respect to a Qualified Equity Offering, the quotient of (i) the
amount of the net proceeds received by Parent in a Qualified Equity Offering in excess of $5,000,000, if any,
divided by (ii) $1,000,000;

() “Qualified Offering Share Amount” means, with respect to a Qualified Equity Offering, the sum of the
number of shares of Parent Common Stock plus the number of shares of Parent Common Stock subject to Parent
Warrants issued in the Qualified Equity Offering;

() “Total Post-Closing Share Amount” means the quotient (rounded down to the nearest whole number) of
(i) the Parent Fully Diluted Share Amount, divided (ii) by the Parent Percentage; and

(g) “VTBH Fully Diluted Share Amount” means a number equal to the sum of: (i) 554,000, plus (i1) the
number of outstanding shares of VITBH Common Stock as of the date of this Agreement (35,282,286), plus
(i11) the number of outstanding shares of VTBH Series A Preferred Stock as of the date of this Agreement
(48,689,555), plus (iv) the number of shares of VIBH Common Stock subject to outstanding VTBH Stock
Options as of the date of this Agreement (11,490,597), plus (v} (without daplication to (i) through (iv})) the
number of shares of VIBH Common Stock subject to any issuances after the date of this Agreement of VTBH
Common Stock, VITBH Series A Preferred Stock, VIBH Stock Options or other securities convertible into or
exercisable for Parent Common Stock (other than any VIBH Phantom Units), less (vi) the number of shares of
VTBH Common Stock subject to VIBH Stock Options or other securities convertible into or exercisable for
VTBH Common Stock that expire or are forfeited after the date of this Agreement, if any.
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“Parent Board Election Stockholder Approval” means the election of all the members of the Parent Board
specified in Section 6.6(a) at the Parent Stockholders Meeting by the requisite vote with a quorum present.

“Permitted Liens” means (a) any Liens for Taxes or other governmental charges not vet due and payable or
the amount of which is being contested in good faith by appropriate proceedings and for which adequate reserves
have been established in accordance with GAAP, (b) carriers’, warehousemen’s, mechanics’, materialmen’s,
repairmen’s, workmen’s, landlords” or other similar Liens not yet due and payable or the amount of which is
being contested in good faith by appropriate proceedings and for which adequate reserves have been established
in accordance with GAAP, (c) pledges or deposits in the ordinary course of business and on a basis consistent
with past practice in connection with workers’ compensation, unemployment insurance or other social security
legislation, (d) non-monetary Liens that do not, individually or in the aggregate, materially impair the continued
or contemplated use or operation of the property to which they relate, (e) statutory Liens arising by operation of
Law with respect to a liability incurred in the ordinary course of business on a basis consistent with past practice
which is not yet due or payable or which is being contested in good faith by appropriate proceedings,

(f) immaterial easements, rights of way or other similar matters or restrictions or exclusions that would be shown
by a corrent title report or other similar report and that do not, individually or in the aggregate, materially impair
the continued or contemplated use or operation of the property to which they relate, (g) transfer restrictions
imposed by applicable securities laws and (b} Liens Iisted in Section 9.11 of the Parent Disclosure Schedule or
Section 9.11 of the VTBH Disclosure Schedule, as applicable.

“Person” means any natural person, firm, corporation, partnership, company, limited liability company,
trust, joint venture, association, Governmental Entity or other entity.

“PNC Bank” means PNC Bank, National Association, as administrative and collateral agent for the lenders
under the Credit Agreement dated August 12, 2012 (as amended, the “Credit Agreement”), by and among VIBH,

VYTB, PNC Bank and the other lenders party thereto, or any successor agent thereto under such Credit Agreement
or the agent under any new credit facility which replaces the facility under such Credit Agreement.

“Qualified Offering” means a Qualified Debt Offering or a Qualified Equity Offering
“Qualified Debt Offering” means any incurrence of indebtedness for borrowed money, on or before the

Closing Date, resulting in net proceeds to Parent of at least $5,000.000 but no more than $10,000.000, on terms
and conditions reasonably satisfactory to VIBH

“Qualified Equity Offering” means a sale of Parent Common Stock and/or Parent Warrants, in one or more
transactions, on or before the Closing Date, resulting in net proceeds to Parent of at least $5.000,000 but not more
than $15,000,000; provided, however, that, in connection with any such transaction, unless VIBH otherwise
consents in writing (such consent not to be unreasonably withheld, delayed or conditioned): (a) Parent shall not
agree to any redemption or repurchase rights, conversion or exchange rights, dividend rights or other obligations
to make cash payments to investors after the closing of any such transaction other than customary fees and
expenses related thereto; (b) Parent shall not agree to any restrictions on the business or operations of the Parent
or its Subsidiaries (including VTBH and its Subsidiaries after the Closing) or their ability to comply with their
obligations under the Credit Agreement after the Closing or to any restrictions with respect to future financings;
and (¢) Parent shall not agree to any terms and conditions that are otherwise not customary for such transactions,
it being understood and agreed that, by way of example, customary representations and warranties,
mdemnification obligations and (in the event of an exempt transaction under the Securities Act) registration
rights, which registration rights will not conflict with those set forth in the Stockholder Agreement, shall not be
objectionable.

“SEC” means the United States Securities and Exchange Commission.

“Securities Act” means the Securities Act of 1933, as amended.
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“Share Issuance” means the issuance at the Closing by Parent of Parent Common Stock as Merger
Consideration.

“Subsidiary”, with respect to any Person, means any corporation, partnership, limited liability company or
other organization, whether incorporated or unincorporated, (A) of which such Person or any other Subsidiary of
such Person is a general partner (excluding partnerships, the general partnership interests of which held by such
Person or any Subsidiary of such Person do not have a majority of the voting interests in such partnership) or
(B) a majority of the securities or other interests of which having by their terms ordinary voting power to clect a
majority of the board of directors or others performing similar functions with respect to such corporation or other
organization is directly or indirectly owned or controlled by such Person or by any one or more of its
Subsidiaries, or by such Person and one or more of its Subsidiaries. The terms “Parent Subsidiary” and “VTBH
Subsidiary” mean any direct or indirect Subsidiary of Parent or VIBH, respectively.

“Substantial Compliance” means “substantial compliance” as such term is used in the HSR Act.

excise, severance, transfer, employment, estimated, alternative or add-on minimum, value added, stamp,
occupation, premium, environmental and windfall profits taxes, and other taxes, charges, fees, levies, imposts,
customs, duties, licenses or other assessments, together with any interest, additions to tax, and any penalties.

“Tax Return” means any statement, report, return, information return or claim for refund relating to Taxes
(including any elections, declarations, schedules or attachments thereto), including, if applicable, any combined
or consolidated return for any group of entities that includes Parent or any of its Subsidiaries, or VIBH or any of
its Subsidiaries.

agency (if any) charged with the collection of such Tax for such Governmental Entity.

“Treasury Regulations” means the regulations promulgated by the U.S. Department of the Treasury
(whether in final, proposed or temporary form), as the same may be amended from time to time.

“VTBH Award Plans” means the equity-based compensation plans identified in Section 9.11 of the VIBH
Disclosure Schedule.

“VTBH IPR” means any Intellectual Property Rights owned, in whole or in part, by VIBH or a VIBH
Subsidiary.

“YTBH Material Adverse Effect” means any change, state of facts, circumstance, event or effect that,
individually or in the aggregate, is matenally adverse to (A) the financial condition, properties, assets, liabilities,
obligations (whether accrued, absolute, contingent or otherwise), businesses or results of operations of VIBH
and the VTBH Subsidiaries, taken as a whole, and/or (B) the ability of VIBH to perform its cbligations under
this Agreement; provided. however, that any change, state of facts, circumstance, event or effect that arising from
or related to: (i) conditions generally affecting the United States economy or generally affecting one or more
industries in which VIBH and its Subsidiaries operate; (ii) national or international political or social conditions,
including terrorism or the engagement by the United States in hostilities or acts of war; (iii) financial, banking or
securities markets (including any disruption thereof and any decline in the price of any security or any market
mdex); (iv) changes in GAAP or other accounting requirements; (v) changes in any Laws, rules, regnlations,
orders, or other binding directives issued by any Govemmental Entity; (vi) the public announcement, pendency
or completion of the transactions contemplated by this Agreement; or (vii) any failure, in and of itself, by VIBH
to meet any internal or disseminated projections, forecasts or revenue or earnings predictions for any period (it
being understood that the facts and circumstances giving rise or contributing to such failure may be taken into
account in determining whether there has been a VIBH Material Adverse Effect) shall not be taken into account
i determining whether a “VTBH Material Adverse Effect” has occurred or would reasonably be expected to
occur with respect to VIBH.
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“VTBH Permits” means all governmental licenses, authorizations, permits, certificates, registrations,
consents, franchises, variances, exemptions, Orders and approvals required to own, lease and operate VIBH and
its Subsidiaries’ respective properties and to carry on their respective businesses as currently conducted.

“VTBH Phantom Unit” means any phantom unit granted under any VIBH Award Plan.

“VTBH Related Parties” means (1) VTBH, (2) the Financing Sources and (3) the former, current and future
(A) Affiliates, (B) directors, officers, managers, employees, agents, attorneys, consultants, advisors or other
representatives and (C) general or limited partners, managers, shareholders, members, partners, successors,
permitted assigns, in each case, of VIBH, any Financing Source or any Affiliate of any of the foregoing.

“YTBH Stock Option” means any option to purchase VIBH Common Stock granted under any VTBH
Award Plan.

“willful breach” means (i) with respect to any breaches or failures to perform any of the covenants or other
agreements contained in this Agreement, a material breach that is a consequence of an act or intentional omission
undertaken by the breaching party (or, in the case of Section 5.5 with respect to Parent, the consequence of an act
or omission of a Subsidiary of Parent, or of a Representative of Parent at the direction of Parent) with the
Knowledge that the taking of, or failure to take, such act would, or would be reasonably expected to, canse a
material breach of such covenant or agreement and (ii) the failure by any party to consummate the transactions
contemplated hereby after all of the conditions set forth in Article V1l have been satisfied or waived (by the party
entitled to waive any such applicable conditions).

Section 9.12 Interpretation.

{a) When a reference is made in this Agreement to an Article, a Section, Exhibit or Schedule, such reference
shall be to an Asticle of, a Section of, or an Exhibit or Schedule to, this Agreement unless otherwise indicated.
The table of contents and headings contained in this Agreement are for reference purposes only and shall not
affect in any way the meaning or interpretation of this Agreement. Whenever the words “inclnde,” “includes™ or
“including” are used in this Agreenent, they shall be deemed to be followed by the words “without imitation.”
The words “hercof,” “herein” and “hereunder” and words of similar import when used i this Agreement shall
refer to this Agreement as a whole and not to any particular provision of this Agreement. All terms defined in
this Agreement shall have the defined meanings when used in any certificate or other document made or
delivered pursnant hereto unless otherwise defined therein. The definitions contained in this Agreement are
applicable o the singular as well as the plural forms of such terms and to the masculine as well as to the feminine
and neuter genders of such term. References to a Person are also {o its permitted successors and assigns.

{b) The parties hereto have participated jointly in the negotiation and drafting of this Agreement with the
assistance of counsel and other advisors and, in the event an ambiguity or question of intent or interpretation
arises, this Agreement 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 anthorship of any provision of this Agreement
or interim drafts of this Agreement.
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IN WITNESS WHERFEOF, the parties hereto have caused this Agreement and Plan of Merger to be duly

executed as of the day and year first above written.

PARAMETRIC S5OUND CORPORATION

By: /¢/ Kenneth Potashner

Name: Kenneth Potashner
Title: Executive Chairman

PARIS ACQUISITION CORP.

By: /s/ James A. Barnes

Name: James A. Barnes
Title: President

VT HOLDINGS, INC.

By: /s/ Kenneth Fox

Name: Kenneth Fox
Title: President and CEC

{Explanatory Note: Exhibit A (Certificate of Merger), Exhibit B (Certificate of Incorporation of the
Surviving Corporation), Exhibit C (Bylaws of the Surviving Corporation) and Exhibit B (Letter of

Transmittal) are included as part of Exhibit 99.1 to the Form 8-K filed with the SEC by Parametric Sound
Corporation on August 5, 2413 and are incorporated herein by reference. Exhibit E (License Agreement)

is reproduced in full hereafter. ]
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EXHIBITE

EXECUTION DRAFT

LICENSE AGREEMENT

This License Agreement (“Agreement”) is entered into as of , 2013 (“Effective Date”) between
PSC Licensing Corp., a California corporation having a principal business address at 13771 Danielson Street,
Suite L, Poway, California 92064, (“Licensor”) and VTB Holdings, Inc., a Delaware corporation, having a
principal business address 100 Summit Lake Drive, Suite 100, Valhalla, NY 10594 (“Licensee™) (each 4 “Party”
and collectively the “Parties™). -

RECITALS
A. WHEREAS, Licensor has certain intellectual property rights related to hypersonic sound technology;

B. WHEREAS, Licensee wishes to obtain from Licensor the right to use Licensor’s intellectual property
under the terms and conditions set forth herein; and

C. WHEREAS, Licensor is willing to grant to Licensee the limited right to use its inteflectual property, on
the terms and subject to the conditions set forth herein.

NOW, THEREFORE, in consideration of the mutual promises herein, and other valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, Licensor and Licensee agree as follows:

ARTICLE 1
DEFINITIONS

1.1 Affiliate. “Affiliate” shall mean: (a) any corporation or other entity that a party owns, directly or
mdirectly, at least 50% of the voting shares; and/or (b) any corporation or other entity where a party owns,
directly or indirectly, at least 50% of the equity.

1.2 Console Audio Products Field. The term “Console Audio Products Field” means gaming headsets and
peripheral audio speakers that are (a) marketed specifically to be used in connection or combination with an
entertainment console (including desktop consoles and mobile consoles) one of whose principal features is digital
gaming and (b) which are designed to be connected directly to such entertainment consoles {including via audio
cable, wireless or other future technology) or which are incorporated into such entertainment consoles. For the
avoidance of doubt, such entertainment consoles include: (1) Microsoft’s Xbox 360 or Xbox One consoles,

(i) Sony’s Playstation 2, Playstation 3 or Playstation 4 consoles; (iii) Nintendo’s Wii or Wii-U consoles;

(1v) mobile consoles such as Sony PSP, Nintendo DS, Ouya or NVidia Shield; and (v) any predecessor or
successor console to any of the foregoing. For the avoidance of doubt, (A) the term “mobile console™ includes
consoles referred to “handheld™ consoles or “mobile” consoles and (B) the Console Audio Products Field shall
specifically not include any products in the Computer Audio Products Field.

1.3 Control or Controlled. The terms “Control” or “Controlled” means, with respect to the Intellectual
Property Rights of a third party, the possession by a Party of the ability to grant a license or sublicense of such
Intellectual Property Rights or technology as provided for herein without violating the terms of any arrangement
or agreements between such Party and any third party.
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1.4 Computer Audio Products Field. The term “Computer Audio Products Field” means any headsets and
peripheral audio speakers that are (a) marketed specifically to be used in connection or combination with
personal computers (including PC computers, Apple Mac computers, and any future technologies) including
desktop computers, laptop computers and mobile personal computing devices such as tablets, smartphones and
other portable computing devices or futare technologies similar to the foregoing and (b) are designed to be
connected directly to such devices (including via audio cable, wireless or other future technology).

1.5 Intellectual Property Rights. The term “Intellectual Property Rights” means intellectual and industrial
property rights, arising in any jurisdiction, whether registered or unregistered, including such rights in and to
trademarks, service marks, trade names, trade dress, logos, copyrights, rights of anthorship, mask work rights,
moral rights. patents, rights of inventorship, software database rights, trade secret rights, rights of publicity,
privacy and/or defamation, rights under onfair competition and unfair trade practices laws, and all applications,
reissues, extensions, registrations and renewals in connection with any of the foregoing, and all.

1.6 Licensed Technology and Materials. The term “Licensed Technology and Materials” means any and all
Intellectual Property Riglits other than the Licensed Patents, that are owned or Controlled by Licensor or any of
its Affiliates as of the Effective Date or during the Term that (a) are related to any patent or patent application
included in the Licensed Patents, (b) relate to the andio field and/or (¢) are necessary or useful for Licensee to
practice the licenses granted to Licensee hereunder, including methods, processes, techniques, ideas, know-how,
technical mformation, , designs, know-how, trade secrets, works of authorship, trade names, trademarks and
copyright, and all tangible embodiments of the Licensed Technology owned or Controlled by Licensor as of the
Effective Date or during the Term, including data, results, algorithms, designs, specifications, engineering
drawings, process information, software code (source code (“Source Code”) and object code), manuals and other
operator or user documentation, manufacturing and assembly specifications and any other materials identified on
Schedule B hereto. For the avoidance of doubt, Licensed Technology and Materials includes any fix, patch,
update, upgrade, enhancement, improvement or modification to any of the foregoing which is owned or
Controlled by Licensor during the Term.

1.7 Licensed Patents. The term “Licensed Patents” means all patents and patent applications owned or
Controlled by Licensor or any of its Affiliates as of the Effective Date or during the Term that (a) relate to the
audio field and/or (b) are necessary or useful for Licensee to practice the licenses granted to Licensee hereunder,
including those described on Schedule A attached hereto, and any reissues, reexaminations, divisional,
extensions, continuations, continuations i part, renewals or foreign counterparts of the foregomg.

1.8 Licensee Improvement. The term “Licensee Improvement” means any invention or discovery
(a) developed by or for Licensee (or any sublicensee) and (b) owned or Controtled by Licensee during the Term,
which constitutes a modification, enhancement or improvement to the subject matter of the Licensed Patents or
Licensed Technology and Materials, including test results, data, derivative works, improvements, designs,
specifications, and prototypes For the avoidance of doubt, Licensee Improvements excludes any such
modification, enhancement, or improvement developed by Licensor, which for the further avoidance of doubt is
comprised within the definition of either “Licensed Patents” or “Licensed Technology and Materials™ and is
licensed to Licensee hereunder.

1.9 Products. The term “Products” means {(a) any product the manufacture, use, sale of which would, absent
the license granted to Licensee hereunder, infringe any Valid Claim, (b) any product developed in whole or in
part through the use of a process which is covered by a Valid Claim included in the Licensed Patents, or (c) any
product that incorporates or utilizes the Licensed Technology and Materials.

1.10 Territory. The term “Territory” shall mean worldwide.
1.11 Valid Claim. The term “Valid Claim” shall mean any claim of (a) any issved and unexpired Licensed

Patent in the Territory that has not been (1) revoked or held unenforceable, unpatentable or invalid by a court or
other governmental body of competent jurisdiction in a decision that is not appealable or that has not been
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appealed within the time allowed for appeal, or (ii) finally abandoned, disclaimed, denied or admitted to be
imvalid or unenforceable through reissue, re-examination or disclaxmer or otherwise; or (b) any patent application
in the Territory that has not been (i) finally cancelled, withdrawn or abandoned without being refiled in another
application in the applicable jurisdiction or (i1} finally rejected by an administrative agency or government
authority of competent jurisdiction in a decision that is not appealable or that has not been appealed within the
time allowed for appeal.

ARTICLE 2
LICENSE

2.1 License.

2.1.1 Licensor hereby grants to Licensee and its Affiliates during the Term a limited, personal,
indivisible, non-transferable (except as permitted under Section 11.9), sublicensable (solely in accordance with
Section 2.2 and 2.4), exclusive (even as to Licensor), royalty-bearing license under Licensor’s Intellectual
Property Rights in the Licensed Patents, Licensed Technology and Materials to use, develop, make, have made,
sell, offer for sale. import, export, service, market and repair Products in the Console Audio Products Field in the
Territory. The forgoing license shall include the right for Licensee to make Licensee Improvements to the
Licensed Patents and Licensed Technology and Materials, subject to the restrictions, terms and conditions set
forth in Section 2.3. Licensed Marks may onfy be used in accordance with Section 4.3. For the avoidance of
doubt, an Affiliate shall be a licensee hereunder only during the period that such entity meets the definition of
Affiliate.

2.1.2 Licensor hereby grants to Licensee and its Affiliates during the Term a limited, personal,
indivisible, non-transferable {(except as permitted under Section 11.9), non-sublicenseable (except for a
sublicense of Object Code as provided in Section 2.4), non-exclusive, royalty-bearing license under Licensor’s
Intellectual Property Rights in the Licensed Patents and Licensed Technology and Materials to use, develop,
make, have made, sell, offer for sale, import, export, service, market and repair Products in the Computer Audio
Products Field in the Territory. The forgoing license shall include the right for Licensee to make [mprovements
to the Licensed Patents and Licensed Technology and Materials, subject to the restrictions, terms and conditions
set forth in Section 2.3. Licensed Marks may only be used in accordance with Section 4.3. For the avoidance of
doubt, an Affiliate shall be a licensee hereunder only during the period that such entity meets the definition of
Aftiliate.

2.2 Right to Sublicense. Licensee shall have the right to grant sublicenses to any third party to all or any
portion of its rights granted under the exclusive license set forth in Section 2.1.1, provided, however, that
(a) Licensor shall be notified of such sublicense, (b) with respect to any proposed sublicense of Source Code,
Licensee shall provide prior written notice to Licensor and such sublicense may be granted only upon the prior
written consent of Licensor, such consent not to be unreasonably withheld, delayed or conditioned; (c) Licensee
shall remain obligated for the payment to Licensor of all of its payment obligations hereunder, including the
payment of any royalties described in Section 5.1 hereof, and (d) during the term of any such sublicense,
Licensee shall be responsible for and assume all obligations of any sublicensee hereunder.

2.3 Licensee Improvements. As between Licensor and Licensee, any Licensee Improvement and all
Intellectual Property Rights therein shall be owned exclusively by Licensee and Licensor shall have no rights
therein or thereto, provided that Licensor shall retain ownership of any Licensed Patents and Licensed
Technology and Materials practiced by or incorporated in any Licensee Improvement. For the aveidance of
doubt, Licensee’s use of any Licensee Improvement that practices or incorporates any Licensed Patent or
Licensed Technology and Materials shall be subject to the licenses granted hereunder and all associated
limitations and obligations expressly set forth herein. In the event that Licensee makes any fixes, corrections,
patches or other corrective modifications to the Source Code (“Source Code Improvements™), Licensee hereby
grants to Licensor a non-exclusive, royalty-free, perpetual, nonsublicenseable and nontransferable license to use
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such Source Code Improvements together with Licensor’s use of the Source Code. For the avoidance of doubt,
during any pertod that Licensee has an exclusive license pursuant to Section 2.1.1, Licensor shall have no right to
use the Source Code Improvements in the Console Audio Products Field.

2.4 Software Sublicenses. Except as expressly permitted under Section 2.2, the Source Code may not be
sublicensed to third parties, but must be sublicensed in object code format only. Licensee shall have a limited
right to sublicense the sofiware included in the Licensed Technology and Materials in object code format only
and solely as incorporated into the Products in the Console Audio Products Field and Computer Audio Products
Field, together with copies of any related user documentation, in the Territory during the Term. Any such
sublicense shall inclnde an end user license agreement with restrictions on use in a form pre-approved by
Licensor, such approval not to be unreasonably withheld, delayed or conditioned. Upon Licensor’s request from
time to time, Licensee shall provide Licensor with a copy of its then-current end user license agreement.
Licensee shall use commercially reasonable efforts to enforce the terms and conditions of each end user license
agreement.

2.5 Source Code Restrictions. Licensee shall restrict access to the Source Code only to its employees or
retained contractors who need to have access to the Source Code in order for Licensee to exercise its rights under
this Agreement. Licensee shall use commercially reasonable efforts to prevent, prosecute and enjoin any actual
or threatened unauthorized access, copying, use or disclosure of the Source Code. Without limiting Section 2.2,
Licensee hereby agrees not to incorporate, link, distribate or use any third party software or code in conjunction
with any Products in such a way that: (a) creates, purports to create or is reasonably likely to create, obligations
to third parties with respect to any Source Code, including the distribution or disclosure of any source code; or
(b) grants, purports to grant. or is a reasonably likely to grant to any third party any rights to or immunities under
any Intellectual Property Rights to the Source Code. Without limiting the generality of the foregoing, Licensee
shall not incorporate, link, distribute or use, in conjunction with the Products, any code or software licensed
under the GNU General Public License (GPL), Lesser General Public License (LGPL), Affero GPL (AGPL), or
any other open source license (including any open source license listed on http://www.opensource.org/licenses/
alphabetical) (each an “Open Source License”), in any manner that causes, purports to cause, of is reasonably
fikely to cause any Source Code to become subject to disclosure or distribation to third parties pursuant to the
terms and conditions of any Open Source License.

2.6 Delivery. Promptly following the Effective Date Licensor shall deliver to Licensee copies of tangible
embodiments of the Licensed Technology and Materials that are reasonably sufficient for Licensee to practice
the Jicenses granted hereunder. For time to time during the Term, promptly following the development or
acquisitton by Licensor of any improvements, enhancements, updates, upgrades, patches or fixes to the Licensed
Technology and Material, Licensor shall deliver additional materials to Licensee for use pursuant to the terms of
this Agreement. Promptly following the development by Licensee of any Source Code Improvements, Licensee
shall deliver such additional materials to Licensor for use pursuant to the termns of this Agreement.

2.7 Rights Reserved. Notwithstanding anything to the contrary herein, all rights not specifically granted to
Licensee herein shall be reserved and shall remain always with Licensor and, except as specifically set forth
herein, nothing shall restrict Licensor from exploitation of the Licensed Patents Licensed Technology and
Materials in any manner, industry, territory, or type of product or service. Title to the Licensed Technology and
Materials shall always remain with Licensor, and Licensee shall not acquire any interest therein except the
himited right to use the same pursuant to this Agreement. Licensee shall have no right to use, disclose, copy,
distribute, or modify the Licensed Technology and Materials in any way other than as set forth herein,

2.8 Restrictions. Licensee shall utihze the Licensed Patents and Licensed Technology and Materials only as
authorized under this Agreement and will not directly or indirectly use, permit the use or cause the use of such
Licensed Patents and Licensed Technology and Materials in any other manner. Licensor shall not license to any
third party the rights granted to Licensee under the exclusive license set forth in Section 2.1.1 with respect to
Products in the Console Audio Products Field during the Term in the Territory. Licensee agrees that it will not,
directly or indirectly via a third party, dispute, challenge, contest or otherwise knowingly impair the rights or
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interest of Licensor in the Licensed Patents; provided that the foregoing restriction shall not apply in the event

that Licensor has asserted any claim under a Licensed Patent against Licensee or any of its Affiliates, and
Licensee’s dispute, challenge or contest of the Licensed Patent is in response to such prior assertion by Licensor.

2.9 Patent Prosecution and Maintenance; Infringement. Licensor shall be primarily responsible for the filing,
maintenance, continuation and prosecution/protection of all Intellectual Property Rights, including Licensed
Patents, copyrights and trademarks, in and to the Licensed Patents and Licensed Technology and Materials.
Licensor (a) will provide Licensee with a copy of any proposed application and filings with respect to the
Licensed Patents and relevant to the Console Audio Products Field and Computer Audio Products Field for
review and comment reasonably in advance of filing and (b) will keep Licensee reasonably informed of the status
of such filing, prosecution and maintenance, including (i) by providing Licensee with copies of all
communications received from or filed in patent office(s} with respect to such tiling, and (i1} by providing
Licensee, a reasonable time prior to taking or failing to take any action that would affect the scope or validity of
any such of any such filing (including the substantially narrowing, cancellation or abandonment of any claim(s)
without retaining the right to pursue such subject matter in a separate application, or the failure to file or perfect
the filing of any claim(s) in any country), with prior written notice of such proposed action or inaction so that
Licensee has a reasonable opportunity to review and comment.

2.10 Infringement Notification and Enforcement. Each Party shall use reasonable efforts to notify the other
Party of any infringement or imitation by others of the Licensed Patents or Licensed Technology and Materials if
and when such become known 1o such party or suspected. Licensor shall have the first right to determine whether
or not any action shall be taken on account of such infringement. Licensee shall not institute any suit or take any
action on account of any such infringements without the prior written consent of Licensor. If Licensor decides
not to initiate litigation or otherwise take steps to remedy an infringement of the Licensed Patents or Licensed
Technology and Materials within ninety (90) days of its receipt of notice thereof and request by Licensee to take
such action, Licensee shall have the right (but not the obligation), at Licensee’s sole expense, to institute any
such litigation or otherwise take steps to remedy an infringement. Each Party, upon request of the other Party,
agrees to join in any such litigation, at the requesting Party’s expense, and in any event to cooperate with the
other Party in such litigation or steps at the other Party’s expense. Licensee will have the right to consult with
Licensor about any litigation or remedial steps related to any mfringement, and to participate in and be
represented by independent counsel in such litigation at Licensee’s own expense. Licensce shall not be permitted
to settle any such suit without the prior written consent of Licensor, such consent shall not be unreasonably
withheld, delayed or conditioned. The Party controlling any such enforcement action as set forth above shall be
solely responsible for the costs of such action and may retain all recoveries or awards from such action, provided
that with respect to any enforcement action by Licensor in the Console Audio Products Field, after
reimbursement of reasonable litigation costs and fees, any remaining recoveries or awards shall be split 50/50
between the Parties.

2.11 U.5. Bankruptcy Code. The License granted hereunder is and will be deemed to be, for purposes of
Section 365(n) of the U.S. Bankruptey Code, a license of rights to “intellectual property” as defined under
Section 101 of the U.S. Bankruptcy Code. Licensee shall retain and may fully exercise all of its rights and
elections under the U.S. Bankruptcy Code or equivalent legislation in any other jurisdiction. Without limiting the
generality of the foregoing, Licensor acknowledges that the rights and license granted to Licensee pursuant to
this Agreement shall not be affected by Licensor’s rejection of this Agreement in bankruptcy, and shall continue
subject to the provisions of this Agreement. Upon the bankruptcy of Licensor, Licensee shall further be entitled
to a complete duplicate of (or complete access to, as appropriate) any such intellectual property comprising or
relating to the Licensed Technology and Materials, and such, if not already in its possession, shall be promptly
delivered to Licensee. In the event that this Agreement or the licenses granted hereunder should ever become
subject to future United States bankruptey proceeding, Licensor hereby agrees to waive the provisions of
Section 365(c) of the Banlaupicy Code and applicable non-bankruptcy law to the extent such law could operate
to prevent Licensee, as a debtor in United States bankruptcy cases and in its capacity as a licensee of intellectual
property, from assuming the licenses granted hereunder based on any restriction on assignment or otherwise.
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Licensor hereby irrevocably consents to the assumption by Licensee of the licenses granted hereunder
notwithstanding the filing of any bankruptcy case in respect of Licensee and the provisions of Section 365(c) of
the Bankruptcy Code and applicable non-bankruptcy law, to the extent such law could operate to restrict
assumption or assignment of Licensee’s license rights under this Agreement.

2.12 Use. Licensee shall use the Licensed Patents and Licensed Technology and Materials in a professional,
first-class manner in order to preserve and enhance the goodwill associated with the Licensed Patents and
Licensed Technology and Materials.

2.13 Enforcement. The Parties agree that Licensor may be irreparably harmed and money damages would be
inadequate compensation to it in the event Licensee breaches any provision of this Article 2. Accordingly,
Licensee agrees that Licensor shall be entitled to injunctive relief without the requirement of notice or a bond to
enforce this Section 2 in an action filed in San Diego County, California, or other court of competent jurisdiction
(at Licensor’s option), in addition to any other remedies at law or in equity.

ARTICLE 3
PRODUCT DESIGN, DEVELOPMENT AND TESTING

3.1 Licensee shall develop. design, test and create prototypes of proposed Products. Licensee shall be solely
responsible for the costs associated therewith and shall commit resources sufficient to accomplish same.

3.2 Licensee shall be solely responsible for testing the Products relative to safety, compliance with
applicable laws and suitability for use by consumers in the manner intended should the Products be manutactared
and sold to the general public.

3.3 Licensee shall be solely responsible for obtaining and maintaining all licenses, permits, regulatory

approval and certifications relative to the Products.

ARTICLE 4
PRODUCT MANUFACTURING, PACKAGING, SALE AND SERVICING

4.1 Product Manufactunng. Licensee shall at its sole cost and expense make, have made, manufacture, test,
package, market, sell and offer for sale to the general public Products in the Territory.

4.1.1 Regulatory Compliance. Licensee covenants that it shall strictly comply with all laws, regulations
in the industry. Licensee has sole responsibility for complying with all federal, state and local statutes,
ordinances, rules, regulations or laws applicable to the manufacturing, sale and use of the Products. Licensee
shall be solely responsible for any regulatory obligations regarding the Products worldwide, including responding
to governmental inquiries, if applicable, responding to medical inquiries, if applicable, and any Product
complaints.

4.1.2 Defects and Recalls. If: (a) any regalatory authority issues a request, directive, or order that the
Product be recalled, or (b) a court of competent jurisdiction orders such a recall, Licensee shall timely and fully
comply with all such requests, directives and orders. Without limiting Licensor’s indemmnity obligations pursuant
to Section 8.2, the costs of any recall shall be bome exclusively by Licensee.

4.3 Use of Trademarks; Co-Branding. Licensee shall not have the right to use the Licensed Marks except in

conpection with co-branded Products. The Products and related packaging and promotional materials may be co-
branded with Licensor’s trademarks in a manner mutually agreed upon by the parties, such as without limitation

-6 -

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043793
244 - 261
AA 1492



“Powered by Parametric Sound,” “Powered by HyperSound,” indication of patent registrations, pending
applications or rights or a similar designation provided to Licensee from time to time. If the Parties agree to co-
brand using Licensor’s trademarks, Licensee shall use any trade name, trademark, service mark or logo of
Licensor (collectively, “Licensor Mark™) only as designated by Licensor, and only in the manner and for the
purposes authorized hereunder. Licensee will use commercially reasonable efforts to ensure that the “™ or “®”
symbol(s) is included prominently immediately next to all promotional materials or packaging that display,
feature or utilize any Licensor Mark, in each case with accordance with applicable law, including any patent
marketing requirements. Licensee shall not obscure or obstruct any Licensor Mark contained on any Product and
related packaging and promotional imaterials. Licensor shall have approval rights over the forim of any product
packaging, advertisements, newsletters, promotional materials, selling aids, websites or other materials used or
proposed to be nsed that will display, feature or utilize any Licensor Mark, which approval rights will not be
unreasonably exercised by Licensor. Each use of the Licensed Marks shall be in conformance with any other
trademark usage guidelines that Licensor may communicate to Licensee from time to time, and Licensor reserves
the right to require Licensee or any sublicensee to discontinue use of any advertising or marketing materials
relating to Licensor, the Licensed Marks or the Licensed Patents or Licensed Technology and Materials. All
goodwill resulting from any use of the Licensed Marks shall inure solely to Licensor. The Licensed Marks shall
remain the exclusive property of Licensor and Licensee agrees (and shall ensure that each sublicensee agrees) not
to register the Licensed Marks or take any action that jeopardizes Licensor’s proprietary rights in the Licensed
Marks.

4.4 Customer Service. Licensee shall be solely responsible for providing customer service/support and all

consumer warranties relative to all Products, and shall fully and timely perform pursuant to same.

ARTICLE S
FINANCIAL ARRANGEMENTS

5.1 Royalties. Licensee shall pay Licensor, with respect to the sale of any Product by Licensee or its
Affiliate to a third party during the Term and any sell-off period pursuant to Section 10.3.3, an amount equal to
six percent (6%) of the Net Sales of such Product (collectively, “Licensee Royalty”). Licensee shall pay
Licensor, with respect to sublicenses granted hereonder, an amount equal to thirty percent (30%) of the amount
of any compensation (whether received in cash, equity or other non-cash consideration) received by Licensee
from its sublicensee(s) (“Sublicense Royalty”) in consideration for the grant by Licensee of a sublicense pursuant
to Secti For the avoidance of doubt, Sublicense Royalties shall be due on milestone or upfront payments
made in consideration of the grants of sublicense rights, but no Sublicense Royalties shall be due on any
payments received by Licensee as bona fide consideration for the provision of development or support services
provided that such payments are a reasonable approximation of the value of such services. As used herein,
Licensee Royalty, together with Sublicense Royalty, shall be referred to collectively as “Royalties”.

5.1.1 “Net Sales™ shall be defined as follows:

(a) Where Licensee or its Affiliate sells Products during the Term any sell-off period pursuant to
Section 10.3.3 to (i) wholesalers, Licensee’s regular, full, “top-of the-line”, in-territory delivered wholesale price
at which Product is sold to unaffiliated wholesalers, and (11) directly to conswmers, via any means, manner or
medium, Licensee’s regular, full, “top-of-the-line” in-territory delivered retail price at which Product is sold,
provided in each case (i) and (i1), less the following deductions to the extent included i the gross invoiced sales
price for such Product or otherwise directly paid, incorred, allowed, accrued or specifically allocated by Licensee
with respect to the sale of such Product: (i) discounts, including trade, quantity or cash discoumnts, credits,
adjustments or allowances, including those granted on account of price adjustments, billing errors, rejected
goods, returned goods or damaged goods, which discounts are applied on a basis consistent with the selling
Party’s practices, (i} shipping costs, sales and excise taxes, other consumption taxes, or other governmental
charges, (111} bad debts actually written off which are attributable to sales of such Product, and (iv} freight and
insurance charges, customs charges, postage, shipping, handling, and other transportation costs incurred in
7
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shipping such Product. For the avoidance of doubt, the sale of a Product between Licensee and any of its
Affiliates shall not be a sale for purpose of this definition and shall not be subject to Royalties.

(b) A Product shall be considered “sold” on the date payment is received for such Product.
Licensee or its Affiliates, as applicable, shall invoice each Product sold and shall sell the Products only on a cash
or credit basis (with credit being deemed the same as cash for purposes of defining and computing the Net Sales).

5.1.2 The Royalties shall be paid without offset or deduction, free and clear of any taxes, duties, levies,
fees or charges of any kind (except that Licensee shall make any applicable withholding payments due on behalf
of Licensor and shall provide Licensor upon request with such written documentation regarding any such
payment as available to Licensee relating to an application by Licensor for a foreign tax credit for such payment
with the United States Internal Revenue Service), via wire transfer of immediately available funds in U.S.
Dollars on or before thirty (30) days after the end of each calendar quarter. Licensee shall accompany each
royalty payment with a reasonably detailed statement reflecting Net Sales of Products and the determination of
the amount of the Royalties during the applicable reporting period. Such statements shall specify: the gross sales
(if available) and Net Sales mn each country’s currency; the applicable royalty rate; the royalties payable in each
country’s cuitency, including accounting deductions taken in the calculation of Net Sales: the applicable
exchange rate of convert from each country’s currency to U.S. Dollars; and the royalties payable in U.S. Dollars.
Conversion of foreign currency shall be converted to U.S. Dollars at the conversion rate existing in the United
States (as reported in The Wall Street Journal) on the last business day of the quarter immediately preceding the
applicable calendar quarter. If The Wall Street Journal ceases to be published, then the rate of exchange to be
used shall be that reported in such other business publication of national circulation in the United States as the
Parties reasonably agree.

5.1.3 Minimum. To maintain its exclusive license hereander, during the Term Licensee shall pay to
Licensor at least two million U.S. dollars ($2,000,000) in Royalties during the first five (5) years of the Term,
and at least one million U.S. dollars ($1,000,000) in Royalties in each year of the Agreement thereafter (the
“Minimum Royalty”). In the event Licensee has not paid at least two million U.S. dollars ($2,000,000) in
Royalties by the fourth anniversary of the Effective Date and it does not appear in Licensor’s reasonable
Judgment likely based on a reasonable projection of Licensee’s sales that Licensee will pay the full amount of the
Minimum Royalty due to Licensor before the end of the fifth (5%) year of the Term, at Licensor’s option upon
thirty (30) days prior written notice to Licensee, Licensee’s license to the Licensed Patents and Licensed
Techuology and Materials under Section 2.1.1 shall become non-exclusive until the termination or expiration of
the Agreement, provided, however, Licensee shall have the option to pay the difference between the Royalties
actnally paid to Licensor as of such date and the Minimum Royalty withun thirty (30) days of such notice from
Licensor in order to retain its exclusive license to the Licensed Patents and Licensed Technology and Materials
under Section 2.1.1 through the end of the fifth (3%) year of the Agreement. At the end of each successive year of
the Agre—ement,upon written notice to Licensee, Licensor shall have the right to convert the exclusive license
under Section 2.1.1 to a non-exclusive license if Licensor has not paid at least one million U.S. dollars
(31,000,000} in Royalties in the prior vear of the Agreement, but Licensee shall have the right to retain the
exclusive license under Section 2.1.1 by paying any balance of the applicable Minimmum Royalty for that year
within thirty (30) days of Licensor’s notice. For the avoidance of doubt Licensor’s right to convert the exclusive
license under Section 2.1.1 o a non-exclusive license is Licensor’s sole remedy in the event that [icensee has not
paid the Minimum Royalty as set forth in this Section 5.1.3. At any time during the Term, upon written notice to
Licensor, Licensee can elect to convert the license granted under Section 2.1.1 to a non-exclusive license for the
balance of the Term.

5.2 Late Payments. Any amount not timely paid shall bear interest at the rate of 1.5% per month (or such
lesser amount as may be the maxipum permitted by law) for each month or portion thereof during which it shall
remain unpaid.

5.3 Audit of Royalty Payments. No more than once in any calendar year, and upon prior written notice,
Licensor shall have the right request an audit of the books and records that form the basis of Licensee’s Net Sales
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and the calculation of the Royalties by an independent auditor designated by Licensor. Licensee agrees to give
such independent auditor full and unfettered access to such books and records during normal business hours at a
time mutally agreeable to the Parties. Licensee will have the right to require the independent auditor to sign
appropriate non-disclosure agreements with Licensee prior to receiving any information, and the independent
auditor may disclose only the final results of such audit to Licensor (i.e., whether the royalties actually paid were
the correct amount). Licensor shall pay the entire costs and fees for such audit unless such audit reveals a
discrepancy in the amount owed to Licensor greater than three percent (3%), in which case the reasonable costs
of the audit shall be paid by Licensee. If it is determined during such audit that the amount of Royalties
calculated and paid to Licensor was less than the correct amount of Royalties owed during the reviewed period,
Licensee shall pay any outstanding Royalties due within five (5) days of sach audit determination. If it is
determined during such audit that the amount of Royalties calculated and paid to Licensor was greater than the
amount owed, then Licensee may take a credit for the overpayment on the next Royalties payment, and shall
reflect the credit in the statement accompanying the Royalties payment.

ARTICLE ¢
CONFIDENTIALITY

6.1 Confidential Information. For purposes of this Agreement, “Confidential Information” means any and
all confidential and/or proprietary knowledge, data or information of a Party (the “Disclosing Party™), its
principals or Affiliates and any and all confidential and/or proprietary knowledge, data or information which the
Disclosing Party has obtained or obtains from another party and which the Disclosing Party designates (whether
or pot in writing) as Confidential Information, or 1s reasonably understood to be treated a Confidential
Information based upon the nature or disclosure of such information or materials, including methods, techniques,
processes, know-how, formulas, potential new or supplemental formulas, designs, drawings, specifications,
models, data, source code, object code, documentation, diagrams, flow charts, research, development, processes,
procedures, business plans, budgets and unpublished financial statements, licenses, prices and costs, vendors,
collaborators and customers, trademarks, copyrights, patents, trade secrets, copyrightable material, rademarkable
material, patentable material, databases and any other information or material considered proprietary by the
Disclosing Party, not generally known by the public, or which derives independent economic value (actoal or
potential) from not being generally known to the public or persons unaffiliated with the Disclosing Party and
which is subject of etforts by the Disclosing Party that are reasonable under the circumstances to maintain its
secrecy, and any other information, know-how, techniques, material and data imparted or made available by the
Disclosing Party which is known by other Party (the “Receiving Party™) to be considered confidential by the
Disclosing Party, or by its nature is inherently or reasonably considered confidential. “Confidential Information”
of Licensor includes tangible and intangible information relating to the Licensed Patents or Licensed Technology
and Materials.

6.2 Nondisclosure. During the term of this Agreement and thereafter, a Receiving Party, its managers,
officers, agents, employees and Affiliates shall hold in confidence and will not directly or indirectly disclose, use,
make available, sell, transfer or otherwise use or exploit or permit the use or exploitation of the Confidential
Information of the Disclosing Party or its principals or Affiliates disclosed hereunder. The foregoing obligations
shall not apply to Confidential Information that the Receiving Party can demonstrate by tangible evidence: (a) is
or becomes generally available to the public through no fault of the Receiving Party: (b) can be demonstrated in
writing to have been known by the Receiving Party or its Affiliates at the time of its disclosure without the
application or use of the Confidential Information; or (¢} becomes known from a source other than the Disclosing
Party without breach of this Agreement, provided that such other source has the right to disclose such
Confidential Information. A Party may disclose the other Party’s Confidential Information pursuant to a final,
binding non-appealable order or requirement of a court, administrative agency or other government body only if
such Party, if legally permitted, provides the other Party with prompt written notice of such requirement
sufficient to give the other Party the opportunity to seek a protective order, injunction or vther measure to lmit or
prevent the disclosure of its Confidential Information. Any such disclosure shall be limited to such portions of
the Confidential Information that the Party’s legal counsel advises is required under the applicable law, subpoena

_9.
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or order or process. Farther, either Party may make such a disclosure to the extent required by securities laws or
by the requirements of any nationally recognized securities exchange, quotation system or over-the-counter
market on which such Party has its securities listed or traded. In the event that such disclosure is required as
aforesaid, the Disclosing Party shall make reasonable efforts to provide the other Party with notice beforehand
and to coordinate with the other Party with respect to the wording and timing of any such disclosure.

6.3 Limitations on Use and Rights. A Party may directly and indirectly use the Confidential Information of
the Disclosing Party only for the purposes set forth in this Agreement and for no other purpose. This Agreement
does not grant the Receiving Party any ownership or other proprietary right in the Confidential Information of the
Disclosing Party, or other rights, except those provided in this Agreement, and the Receiving Party shall not at
any time do or allow any act or thing contesting or in any way impairing or tending to impair, any part of the
Disclosing Party’s ownership, right, title and interest in an to the Confidential Information. These rights are not
transferable or subject to division or sublicense without Licensor’s prior written consent. In the event of any
disclosure required to be made to either party’s legal or financial advisors, the Receiving Party agrees to secure
an agreement in writing from the recipient accepting obligations of confidentiality at least as stringent as those
set forth herein, or ensuring that such party is legally bound to keep such information confidential.

6.4 Protection of Confidential Information. Each Party shall keep the Confidential Information of the other
Party in the strictest of confidence and treat it with the utmost care and highest good faith, disclosing it only to
such of its employees as necessary to carry out the transactions contemplated herein. Each Party shall advise each
such employee of the confidential or proprietary nature of the Confidential Information and of the existence and
mmportance of this Agreement, and shall use its best efforts to ensure that cach of its employees who are given
access to Confidential Information will protect its secrecy.

6.5 Return of All Confidential Information. Upon termination or expiration of this Agreement under any of
the provisions hereof, each Party shall immediately cease any and all use of the other Party”s Confidential
Information or information derived from such Confidential Information, and any tangible records or
memorializations of such Confidential Information shall thereupon be returned to the Disclosing Party or, if so
requested in writing by the Disclosing Party, be destroved by the Receiving Party. Each Party agrees to make a
thorough search of its business premises and to use commercially reasonable efforts to contact all its agents,
employees, or independent contractors, past, present, or future, who had any access to any Confidential
Information of the Disclosing Party to assure its return to the Disclosing Party. Should any such agent. employee,
or independent contractor of the Receiving Party fail or refuse to return any Confidential Information of the other
party, or any tangible records or memorialization thereof, the Receiving Party shall promptly notify the
Disclosing Party of the same and shall assist the Disclosing Party in its recovery.

6.6 Injunctive Relief. Each Party understands and acknowledges that the Confidential Information, as well
as customer, employee and consultant relationships of the other Party, have been developed or obtained by such
Party by the investnent of significant time, effort and expense and provide such Party with a signiticant
competitive advantage in its business. If a Party fails to comply with any obligations set forth in this Article 6,
the other Party will suffer immediate, irreparable harm that could not be adequately remedied by an action at law.
Accordingly, each Party agrees that the other Party shall be entitled to injunctive relief without the requirement

ARTICLE 7
WARRANTIES, REPRESENTATIONS, AND COVENANTS

7.1 Mutual Representations. Each Party represents and warrants to the other Party as follows: (a) itisnot a
party to any restrictions, agreements or understandings which would prevent or make unlawful such Party’s
acceptance of the terms set forth in this Agreement or such Party’s performance hereunder; (b) its acceptance of
the terms of this Agreement and the performance of its obligations hereunder does not and will not (with or
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without the passage of time) conflict with or constitute a breach or defanlt of any contract, agreement or
understanding, oral or written, to which such Party is a party or by which such Party is bound; (c} it has the right
and authority to enter into this Agreement, to perform all of its respective obligations hereunder and to transfer
and grant the rights transferred and granted herein; and (d) the persons executing this Agreement on behalf of
such party have the authority from their respective governing bodies to enter into this Agreement and to bind
their respective company to all the terms and conditions of this Agreement.

7.2 Licensor’s Warranties.

7.2.1 Licensor represents and warrants that: (a) it has all rights necessary to grant the license rights
granted under this Agreement, (b) to its actual knowledge without investigation, the Licensed Patents and
Licensed Technology and Materials do not infringe upon the Intellectual Property Rights of any person or entity
and (¢) no third party has been granted any rights under the Licensed Patents or Licensed Technology and
Matenials in the Console Audio Products Field.

7.2.2 Except as specifically set forth in this Section 7, Licensor does not make any express, implied or
statutory representation or warranty with respect to any part of the Licensed Patents or Licensed Technology and
Materials, imcluding any warranty of design, any implied warranty of merchantability or fitness for a particular
purpose (or safety for use) or any warranty arising from a course of dealing, trade usage or trade practice of any
kind or nature. Except as specifically set forth in this Section 7, the Licensed Technology and Materials are being
provided on an “as is, as available” basis. Licensor has not made and does not make any representation or
guaranty as to the amount of revenues, profits or compensation of any type whatsoever that Licensee may realize
in connection with the Licensee’s commercial exploitation of the rights granted to it under this Agreement or
relative to the Licensed Technology and Materials. Licensor is not responsible for manufacture of the Products
and therefore makes no warranty or representation whatsoever, to any party, as to the quality, safety or
effectiveness of the Products.

7.3 Licensee’s Covenants. Licensee covenants that: (a) it will use commercially reasonable efforts to
promote, market, distribute, honor warranties, provide customer service and coordinate servicing of the Products;
(b) it will conduct business in a manner that does not reflect adversely on the Products and on Licensor’s
goodwill and reputation; and (c) it will not register nor apply to register, any Intellectual Property Rights in the
Licensed Patents or Licensed Technology and Materials, without the written consent of Licensor. The Parties
acknowledge and agree that any failure of Licensee to comply with the covenants set forth in this Section 7.3
shall be deemed to be a material breach of this Agreement and entitle Licensor to terminate this Agreement, in
addition to other remedies.

ARTICLE 8
ALLOCATION OF RISKS

8.1 Licensee’s Indemnity. Licensee hereby indemnifies, defends and holds harmless Licensor, its directors,
officers, employees, representatives, consultants, Affiliates, successors, assigns and agents (each a “Licensor
Indemnitee”)y against all damages, claims, liabilities, losses and other expenses, including reasonable attorneys’

fees and costs, whether or not a lawsuit or other proceeding is filed, that arise out of or relate to a third party
claim (“Claim™) alleging or arising out of: (a) Licensee’s use of the Licensed Patents and/or Licensed

Technology and Materials; (b) claims relating to the Products developed by Licensee, including damages for
personal injury, death or tangible property damage; (c) a breach or misrepresentation of any of Licensee’s
representations or warranties set forth in Section 7.1; (d) Licensee’s transactions with third parties and/or the

Licensee shall have no obligations under this Section 8.1 for any Claim alleging or arising out of (i) any design
defect that was present in any Licensed Technology and Materials or any Licensed Patent at the time it was
provided by Licensor to Licensee hereunder or (i) a claim that use of the Licensed Patents and/or Licensed
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Technology and Materials in accordance with this Agreement infringes upon or misappropriates the Intellectual
Property Rights of any person or entity, except to the extent a claim arises from (A) the use of any version of the
Licensed Technology and Materials other than a current, unaltered release, if such infringement would have been
avoided by the use of a current, unaltered release (provided that Licensor informed Licensee that the new version
should be used to avoid infringement); (B) a modification made by Licensee that was not approved by Licensor
or specified in the specifications, designs or imstructions supplied by Licensor, if such infringement or design
defect would have been avoided in the absence of such modification; (C) the combination, operation or use of the
Licensed Patents or Licensed Technology and Materials with materials not provided or approved by Licensor, or
specified in the specifications, designs or instructions supplied by Licensor, if such infringement or design defect
waould have been avoided in the absence of such combination, operation or ase; or (D) the use of the Licensed
Patents or Licensed Technology and Materials in breach of this Agreement.

8.2 Licensor’s Indemmnity. Licensor hereby indemnifies and holds harmless Licensee, its directors, officers,
employees, representatives, consultants, Affiliates, successors, assigns and agents (each a “Licensee
Indemmnitee™) against all damages, claims, liabilities, Josses and other expenses, including reasonable attorneys’
fees and costs, whether or not a lawsuit or other proceeding is filed, that arise cut of or relate to a Claim alleging
or arising out of (a) a breach or misrepresentation of any of Licensor’s representations or warranties set forth in
Section 7.1 or 7.2, (b) Licensor’s frandulent acts or willful misconduct, or (¢) any design defect that was present
in any Licensed Technology and Materials or Licensed Patent at the time it was provided by Licensor to Licensee
hereunder; or (d) a claim that use of the Licensed Patents and/or Licensed Technology and Materials in
accordance with this Agreement infringes upon or misappropriates the Intellectual Property Rights of any person
or entity. In the defense or settlement of a Claim refative to the Licensed Patents or Licensed Technology and
Materials, Licensor may at its option: (i) obtain for Licensee the right to continue to use the Licensed Patents or
Licensed Technology and Materials, or (ii) replace or modify the Licensed Patents or Licensed Technology and
Materials with substantially similar technology so that they avoid sach claim while retaining the material
usefulness to Licensee of the original Licensed Patents or Licensed Technology and Materials. Licensor shall
have no obligations under this Section 8.2 to the extent a claim arises from (A) the use of any version of the
Licensed Technology and Materials other than a current, unaltered release, if sach infringement would have been
avoided by the use of a current, unaltered release (provided that Licensor mformed Licensee that the new version
should be used to avoid infringement); (B) a modification made by Licensee that was not approved by Licensor
or specified in the specifications, designs or instructions supplied by Licensor, if such infringement or design
defect would have been avoided in the absence of such modification; (C) the combination, operation or use of the
Licensed Patents or Licensed Technology and Materials with materials not provided or approved by Licensor, or
specified in the specifications, designs or instructions supplied by Licensor, if such mfringement or design defect
would have been avoided in the absence of such combination, operation or use; or (D) the use of the Licensed
Patents or Licensed Technology and Materials in breach of this Agreement. The foregoing and Sections 2.9, 2.10

oJ

and 7.2 state the entire obligation of Licensor with respect to the infringement of mtellectual property rights.

3.3 Limitations on Indemnities.

8.3.1 To the extent that any Claims falling within Licensor’s indemnification obligations under
Section 8.2(d) arise out of patent infringement claims arising under non-U.S. law, then Licensor’s liability under
Section 8.2(d) for such Claim(s) shall in no event exceed an amount equal to the greater of (a) one million U.S,

Claims falling within Licensee’s indemnification obligations under Sections 8.1(a), (b) or (d) arise out of patent
infringement claims arising under non-U.S. law, then Licensor’s liability under Sections 8.1(a), (b) or (d) for
such Claim(s) shall in no event exceed an amount equal to the greater of (i) one million U.S, dollars ($1,000,000)
and (it) the total Royalties paid by Licensee to Licensor hereunder.

8.3.2 Licensor’s liability for indemmification obligations under Section 8.2(c) shall in no event exceed
an amount equal to the total Royalties paid by Licensee to Licensor hereunder.

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043799
244 - 267
AA 1498



8.4 Indemnification Procedures. In the event a Party is entitled to indemnification under this Article 8 (the
“Indemnified Party”), written notice thereof shall be given to the Party that is obliged to give the indemnification
(the “Indemmifying Party”) as soon as reasonably possible. If, after such notice, the Indemnifying Party
acknowledges without reservation that Section 8.1 or 8.2, as applicable, applies with respect to such claim, the
Indemnifying Party shall be entitled, if it so elects, in a written notice promptly delivered to the Indemnified
Party, but in no event less than thirty (30) days prior to the date on which a response to such Claim is due, to
immediately take control of the defense and investigation of such claim. The Indemnified Party shall cooperate,
at the Indenmifying Party’s cost, in all reasonable respects with the Indemnifying Party and its attorneys in the
investigation, trial and defense of such claim and any appeal arising therefrom; provided, however, that the
Indemmnified Party may, at its own cost and expense, participate, through its attormeys or otherwise, in such
mvestigation, trial and defense of such claim and any appeal arising therefrom. No settlement of a Claim shall be
entered into without the consent of the Indemnified Party (not to be unreasonably withheld or delayed}, except
where such settlement provides a full release of liability of the Indemmified Party and does not place any
restrictions or monetary obligations upon the Indemnified Party. If after investigation of the facts known at the
time, the Indemmifying Party disputes its obligation to indemmify the Indemnified Party: (a) the Parties shall
caoperate to ensure that timely and adequate defense of the claim is provided, (b) all defense costs shall initially
be shared equally, and {c) the dispute between the Parties regarding the Indemnifying Party’s obligation to
indemmify shall be resolved in accordance with the provisions of Section 11.7; provided that if such dispute
between the Parties is finally resolved in favor of the Indemnifying Party, all such defense costs shall be borne by
the Indemnified Party, and if the matter is finally resolved in favor of the Indemnified Party, all such defense
costs shall be borne by the Indemnifying Party.

8.5 Limitation of Liability.

8.5.1 EXCEPT FOR A BREACH OF THE CONFIDENTIALITY OBLIGATIONS HEREUNDER, OR
FOR WILLFUL MISCONDUCT OR FRAUD, AND WITHOUT LIMITING A PARTY'S INDEMNITY
OBLIGATIONS, NEITHER PARTY SHALL BE LIABLE FOR ANY INDIRECT, SPECIAL, INCIDENTAL,
PUNITIVE, CONSEQUENTIAL OR EXEMPLARY DAMAGES, WHETHER FORESEEABLE OR NOT,
THAT ARE IN ANY WAY RELATED TO THIS AGREEMENT, THE BREACH HEREOF, LOSS OF
GOODWILL OR PROFITS, LOST BUSINESS HOWEVER CHARACTERIZED AND/OR FROM ANY
OTHER CAUSE WHATSOEVER.

8.5.2 Each Party agrees that, notwithstanding any other term or condition of this Agreement, except

with respect to a Party’s indemntity obligations, confidentiality obligations, or obligations to pay Royalties, or a
Party’s willful misconduct, or fraud, a Party’s maximum aggregate Hability under this Agreement for any and all
claims and causes whatsoever, regardiess of the form of action, whether in contract or in tort (including
negligence), shall not exceed the aggregate of the total amount of Royalties paid to Licensor by Licensee
hereunder during the six (6) month period immediately preceding the date of the cause of action giving rise to
such claim. The existence of more than one claim shall not enlarge or extend said maximum limitation. Each
Party hereby waives any and all rights, obligations, liability, claims or demands related to the Licensed
Technology and Materials and this Agreement in excess of said maximum lnsitation

8.6 Insurance. During the Term, Licensee shall obtain and maintain at its sole expense commercial general
liability, products liability, and other types of insurance in such amounts as Licensee deems appropriate in its
reasonable business judgment.

ARTICLE S
RESTRICTIVE COVENANTS

9.1 Employees. During the Term of this Agreement and, for a period of two (2) years after termination or

expiration of this Agreement, Licensee shall not, either directly or indirectly use any Confidential Information to
solicit or encourage any employee, independent contractor or consultant of Licensor to leave the employ,
consultancy or services of Licensor.
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ARTICLE 10
TERM AND TERMINATION

10.1 Term

10.1.1 The initial term of this Agreement shall be ten (10) years from the Effective Date. At the end of
such initial term, this Agreement shall automatically renew for successive two (2) year renewal terms, unless one
Party sends a written notice of non-renewal at least ninety (90} days prior to the end of the then-current term
(such initial term and all renewal terms, the “Term”).

10.2 Termination.

10.2.1 By either Party. This Agreement may be terminated prior to expiration at any time by either
Party upon written notice to the other: (a) in the event that a Party materially breaches any of its obligations
hereunder and. except as set forth in subsection (b) below, fails to cure such breach within thirty (30) days after
receiving written notice of such breach or any other applicable cure period set forth herein; or (b) immediately
upon (i) the material breach by a Party of its confidentiality obligations hereunder, (ii) the insolvency or
bankruptcy of a Party, or (iii) a Party’s commission of an act of fraud, whether prior to or subsequent to the date
hereof.

10.2.2 By Licen
Licensor.

>e. This Agreement may be terminated at any time by Licensee upon written notice to

10.3 Effect of Termination.

10.3.1 Upon termination or expiration of this Agreement: (a) the license to the Licensed Patents and
Licensed Technology and Materials shall terminate and Licensee shall cease to use, subject to Section 10.3.3, the
Licensed Technology and Materials in any way; and (b) Licensee shall return to Licensor or destroy all Licensor
Confidential Information, the Licensed Technology and Materials delivered and all other written materials
(whether tangible or intangible and whether or not in electronic form) that utilize or reference the Licensed
Technology and Materials. All sublicenses granted by Licensee shall automatically terminate upon termination or
expiration of this Agreement; provided, however, that any sublicenses of software to end users in accordance
with this Agreement shall continue in accordance with the terms of the applicable end user license agrecment.

10.3.2 Termination or expiration of this Agreement will not terminate any obligations listed in this
Agreement that are incurred prior to termination or expiration. Notwithstanding any termination or expiration,
the provisions of Sections 2.3, 2.6, 2.12, 10.3 and Articles 5 (for payments aceruing prior to termination or
expiration and during any sell-off period pursuant to Section 10.3.3), 6, 7, 8, 9 and 11 shall survive expiration or
termination of this Agreement.

10.3.3 Existing Obligations and Inventory. Upon termination or expiration of this Agreement for any
reason, Licensee shall have the right to fulfill any outstanding agreements or orders for Products existing as of
the date of termimnation or expiration. Subject to the foregoing, Licensor shall have the right, but not the
obligation, to purchase all inventory of finished Products, work-in-process and raw materials relative to the
Products in Licensee’s possession or control. In the event that Licensor does not exercise its foregoing purchase
right by issuing written notice to Licensee within five (5) days of expiration or termination of the Agreement,
Licensee shall have a sell-off period of nine (9) months for all inventory of finished Products in eXistence on the
date of termination or expiration. Any such items remaining in inventory and not purchased by Licensor at the
end of such period shall be destroyed at Licensee’s expenses and Licensee shall confirm such destruction in
writing to Licensor.

10.4 Cumulative Remedies. All rights and remedies conferred herein shall be cumulative and in addition to
all of the rights and remedies available to each Party at law, equity or otherwise.
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ARTICLE 11
GENERAL PROVISIONS

11.1 Rules of Interpretation and Construction.

11.1.1 The definitions of the terms herein shall apply equally to the singular and plural forms of the
terms defined. Neutral pronouns and any variations thereof shall be deemed to include the feminine and
masculine and all terms used in the singular shall be deemed to include the plural, and vice versa, as the context
may require. The words “include”, “includes” and “including” shall be deemed to be followed by the phrase
“without limitation”. The word “will” shall be construed to have the same meaning and effect as the word
“shall”. The word “any” shall mean “any and all” unless otherwise clearly indicated by context. Where either
Party’s consent is required hereunder, except as otherwise specified herein, such Party’s consent may be granted
or withheld in such Party’s sole discretion. Derivative forms of any capitalized term defined herein shall have
meanings correative to the meaning specified herein.

11.1.2 Unless the context requires otherwise: (a) any definition of or reference to any agreement,
instrument or other document herein shall be construed as referring to such agreement, instrument or other
document as from time to time amended, supplemented or otherwise modified (subject to any restrictions on such
amendments, supplements or modifications set forth herein or therein), (b) any reference to any laws herein shall
be construed as referring to such laws as from time to time enacted, repealed or amended, (¢) any reference
herein to any person shall be construed to include the person’s successors and assigns, (d) the words “herein”,
“hereof” and “hereunder”, and words of similar import, shall be construed to refer to this Agreement in ifs
entirety and not to any particular provision hereof, and (e) all references herein to Articles, Sections, or
Schedules, unless otherwise specifically provided, shall be construed to refer to Acticles, Sections or Schedules
of this Agreement.

11.2 Costs. Each party shall pay its own respective fees and expenses incurred in connection with the
negotiation, preparation, execution and delivery of this Agreement and any other documents or instruments
contemplated by this Agreement including , fees and expenses of legal counsel, accountaats, brokers or finders,
consultants or other representatives for the services used, hired or connected with the transactions contemplared
hereby.

11.3 Publicity. Licensor and Licensee shall not issue any press release or other announcement whether
written or oral, with respect to the transactions contemplated hereby without first providing the other party a copy
of such proposed release or announcement and an opportunity to comment thereon. Any party hereto may make
any announcements required by applicable law as long as the party making the disclosore or announcement
notifies the other party promptly upon learning such requirement and in good faith attempts to comply with this
section.

11.4 Relationship of Parties. With respect to this Agreement and the transactions contemplated hereby, the
relationship between the Parties is only that of a licensor and licensee. Neither Licensor nor Licensee is the agent,
partner, joint venturer or legal representative of the other Party, and neither Party has the right or anthority to
bind the other Party in any way.

11.5 Govemning Law. This Agreement shall be interpreted and enforced according to the substantive laws of
the State of California without application of its conflicts or choice of law rules.

11.6 Dispute Resolution. In the event of a dispute arising out of or relating to this Agreement either Party
shall provide written notice of the dispute to the other, in which event the dispute shall be referred to the
executive officers designated by each Party for attempted resolution by good faith negotiations within thirty
(30) days after such notice 1s received. In the event the designated executive officers do not resolve such dispute
within the allotted thirty (30} days, either Party may, after the expiration of the thirty (30) day period, seek to
resolve the dispute pursuant to Section 11.7.
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11.7 Arbitration of Disputes. In the event of any dispute between, any claim or controversy between the
Parties arising out of, relating to or concerning this Agreement, the breach of this Agreement, including any
statutory claims (including, the arbitrability of any claim or controversy), shall be settled by final, confidential
and binding arbitration conducted by the Judicial Arbitration Mediation Service (“JAMS”) before a three person
arbitration panel in Los Angeles County, Cahifornia, in accordance with the J AMSHE;I-)EEited rules and
procedures in effect at the time of such claim, which shall specifically include the right to discovery and the rules
of evidence set forth in the California Evidence Code. Each Party shall select an independent neutral arbitrator
and such arbitrators shall select a third arbitrator to complete the arbitration panel. The arbitration panel shall
issue a written finding of fact and conclusions of law, which may be enforced in any court of competent
jurisdiction. The arbitrator shall have the authority to grant all monetary or equitable relief, including, costs to the
prevailing party where authorized by law. Adherence to this paragraph regarding arbitration shall not limit the
rights of the parties hereto to obtain any provisional remedy including injunctive or similar relief, from a court of
competent jurisdiction as may be necessary to protect their respective rights and interests pending arbitration,
particularly if necessary to avoid irreparable harm. Any party also shall have the right to bring an action in a
court of competent jurisdiction to compel arbitration hereunder or to otherwise enforce this arbitration provision.
The Federal Arbitration Act shall govern the terms of this arbitration provision, and California Code of Civil
Procedure section 1280 et seq. shall govern the terms of this arbitration provision to the extent not inconsistent
with the Federal Arbitration Act.

11.8 Entire Agreement. This Agreement, including the Schedules hereto, constitutes the entire agreement
between the Parties regarding the subject matter hereof and as of the date hereof supersedes all prior oral or
written agreements or understandings regarding this subject matter, including any letter of intent or
confidentiality agreement. This Agreement and the schedules thereto can only be amended by a writing signed by
both Parties.

11.9 Assignment. Licensee shall not assign this Agreement or any of its rights or obligations hereunder,
without the express prior written consent of Licensor, such consent not to be unreasonably withheld, conditioned
or delayed; pr
without prior written consent to a third party in connection with a merger of Licensee, a sale of all or
substantially all of the assets of the business of Licensee that relate to the subject matter of this Agreement, or to
an Affiliate in any internal reorganization that does not involve any third party (whether such transaction is
effected through one or a series of transactions). Subject to the forgoing, this Agreement shall be binding on and
inure to the benefit of the parties and their respective successors and permitted assigns, transferees and delegates.

11.10 Export Restrictions. The Parties acknowledge that the Products may be subject to export controls
under the U.S. Export Administration Regulations. Licensor and Licensee shall (a) comply strictly with all legal
requirements established under these regulations, (b) cooperate fully with the each other in any official or
unofficial audit or inspection that relates to these controls and (¢) not export, re-export, divert, transfer or
disclose, directly or indirectly, any Products to any of the following countries or to any national or resident of
these countries, unless the other Party has obtained prior written authorization of the Party and the United States
Commerce Department: Cuba, Iran, Iraq, Libya, North Korea, Sudan or Syria. Upon notice by the U.S.
Government, this list of countries can be modified to conform to changes in the United States Export
Administration Regulations.

11.11 Severability. If any provision of this Agreement is judicially determined to be invalid, void or
unenforceable, the remaining provisions shall remain in full force and effect.

11.12 Notice. All notices, requests or other communications under this Agreement shall be in writing, and
shall be sent to the designated representatives of the Parties at the addresses set forth on Page 1 of this
Agreement, and shall be deemed to have been duly given on the date of service if sent by facsimile (provided a
hard copy is sent in one of the manners specified herein), or on the day following service if sent by overnight air
courier service with next day delivery with written confirmation of delivery, or five (5) calendar days after
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mailing if sent by prepaid first class, registered or certified mail, return receipt requested. Fach Party is required
to notify the other Party in the above manner of any change of address.

11.13 Counterparts/Facsimile. This Agreement may be executed in several counterparts and by facsimile or
PDF attached to an email that together shall be originals and constitute one and the same instrament. Each Party
shall send originals to the other Party following execution.

11.14 Waiver. The failure of any Party to enforce any of its rights hereunder or at law or in equity shall not
be deemed a waiver or a continuing waiver of any of its rights or remedies against another Party, unless such
waiver is in writing and signed by the Party to be charged.

11.15 Further Assurances. Both Parties agree to execute such additional documents and perform such acts as
are reasonably necessary to effectuate the intent of this Agreement.

11.16 Drafting Presumption, Advice of Counsel. No presumption shall be applied in any interpretation of
this Agreement to the effect that the terms hereof shall be more strictly construed against one party by reason of
any rule or construction that a document is to be construed more strictly against the party who prepared it. Each
party has been advised of its right to seek independent legal counsel and has done so to the extent it deems
necessary.

11.17 Captions. The captions of the Asticles and Sections in this Agreement are for convenience only and
shall not be used to interpret the provisions of this Agreement.
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IN WITNESS WHERFEOF, the Parties have executed this License Agreement as of the Effective Date.

LICENSOR: LICENSEE:
PSC LICENSING CORP. VTEB HOLDINGS, INC.
By: By:
Name: James Barnes Name:
Title: President Title:
1-
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the Company and VTB on a stand-alone basis prepared for financial planning purposes and furnished to us by
management of the Company and VTEB, respecuvely, including but not limited to forecasts prepared by Company
management of future utilization of the Company’s net operating losses; (v) conducted discussions with members
of the senior management of the Company and VTB with respect to the business and prospects of the Company
and VTB, respectively, on a stand-alone basis and on a combined basis; (vi} reviewed the reported prices and
trading activity of Company common stock and similar information for certain other companies deemed by us to
be comparable to the Company; (vii) compared the financial performance of the Company and VIB with that of
certain other publicly traded companies deemed by us to be comparable to the Company and VTB, respectively;
(viii) reviewed the financial terms, 1o the extent publicly available, of certain comparable merger transactions;
and (ix) performed a discounted cash flows analysis for the Company and VTB, each on a stand-alone basis. In
addition, we have conducted such other analyses, examinations and inquiries and considered such other financial,
economic and market criteria as we have deemed necessary and appropriate in arriving at our opinion.

In conducting our review and in rendering our opinion, we have relied upon and assumed the accuracy,
completeness and fairness of the financial, accounting and other information discussed with us, reviewed by us,
provided to s or otherwise made available to us, and have not attempted to independently verify, and have not
assumed responsibility for the independent verification, of such information. We have further relied upon the
assurances of the Company’s and VTB’s management that the information provided has been prepared on a
reasonable basis in accordance with industry practice, and that they are not aware of any information or facts that
would make the imformation provided to us incomplete or misleading. We have assumed that there have been no
material changes i either the Company’s or VTB's assets, financial condition, results of operations, business or
prospects since the date of the last financial statements made available to us. Without limiting the generality of
the foregoing. for the purpose of this opinion, we have assumed that neither the Company nor VTB is a party to
any material pending transaction, including any external financing, recapitalization, acquisition or merger, other
than the Merger. With respect to financial forecasts, estimates of net operating loss tax benefits and other
estimates and forward-looking information relating to the Company, VTB and the Merger reviewed by us, we
have assumed that such information reflects the best curently available estimates and judgments of the
Company’s and VTB’s management, respectively. We express no opinion as to any financial forecasts, net
operating loss or other estimates or forward-looking information of the Company or VTB or the assumptions on
which they were based. We have relied. with your consent, on advice of the outside counse} and the independent
accountants to the Company and VTB, and on the assumptions of the management of the Company and VTB, as
to all accounting, legal, tax and financial reporting matters with respect to the Company. VITB and the
Agreement.

We have assumed that the final form of the Agreement will be substantially similar (o the draft, dated August 1,
2013, reviewed by us, without modification of material terms or conditions. We have assumed that the
representations and warranties contained in the Agreement are true and correct, that each party will perform all of
the covenants and agreements required to be performed by it under the Agreement, and that the Merger will be
consuminated pursuant to the terms of the Agreement without amendiments thereto and without waiver by any
party of any conditions or obligations thereunder. In arriving at our opinion, we have assumed that all the
necessary regulatory approvals and consents required for the Merger will be obtained in a manner that will not
adversely affect the Company or VTB or alter the terms of the Merger. In rendering our opinion, we assumed that
there would be no Qualified Offering on or prior to the Closing Date.

In arriving at our opinion, we have not performed any appraisals or valuations of any specific assets or liabilities
(fixed, contingent or other) of the Company or VIB or concerning the solvency or appraised or fair value of the
Company or VTB, and have not been furnished with any such appraisals or valuations, and we have made no
physical inspection of the property or assets of the Company or VIB. We express no opinion regarding the
hiquidation value of any entity. The analyses we performed in connection with this opinion were going concern
analyses of an entity. We were not requested to opine, and no opinion is hereby rendered, as to whether any
analyses of an entity, other than as a going concern, is appropriate in the circumstances and, accordingly, we
have performed no such analyses.

B-2-
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We have undertaken no mndependent analysis of any pending or threatened litigation, governmental proceedings
or investigations, possible unasserted claims or other contingent liabilities, to which any of the Company, VTB
or their respective affiliates is a party or may be subject and at the Company’s direction and with its consent, our
opinion makes no assumption concerning and therefore does not consider, the possible assertion of claims,
outcomes, damages or recoveries arising out of any such matters. No company or transaction used in any analysis
for purposes of comparison is identical to the Company, VTB or the Merger. Accordingly, an analysis of the
results of the comparisons is not mathematical; rather, it involves complex considerations and judgments about
differences in the companies and transactions to which the Company, VIB and the Merger were compared and
other factors that could affect the public trading value or transaction value of the companies.

This opinion is necessarily based upon the information available to us, facts and circumstances and economic,
market and other conditions as they exist and are subject to evaluation on the date hereot; events occurring after
the date hereof could materially affect the assumptions used in preparing this opinion. We are not expressing any
opinion herein as to the price at which shares of common stock of the Company have traded or such stock may
trade following announcement of the Merger or at any future time. We have not undertaken to reaffirm or revise
this opinion or otherwise comment upon any events occurring after the date hereof and do not have any
obligation to update, revise or reaffirm this opinion.

This opinion is furnished pursuant to our engagement letter dated April 24, 2013. This opinion is directed to the
Board of Directors of the Company in connection with its consideration of the Merger. This opinion is not
mtended to be and does not constitute a recommendation to any stockholder of the Company as to how such
stockholder should vote with respect to the Merger. Except with respect to the use of this opinion in connection
with the proxy statement relating to the Merger in accordance with our engagement letter with the Company, this
opinion shall not be published or otherwise used, nor shall any public references to us be made, without our prior
written approval. This opinion has been approved by the Craig-Hallum Faimess Opinion Committee.

This opinion addresses solely the fairness, from a financial point of view, to the Company of the Per Share
Exchange Ratio set forth in the Agreement and does not address any other terms or agreement relating to the
Merger. We were not requested to opine as to, and this opinion does not address, the decision to undertake or the
terms of any Qualified Offering, the basic business decision to proceed with or effect the Merger, or any
sofvency or fraudulent conveyance consideration relating to the Merger. We express no opinion as to whether
any altemative transaction might produce consideration in excess of the amount contemplated in the Merger. We
express no opinion as to the relative merits of the Merger as compared to any alternative business strategies or
transactions that might exist for the Company or any other party or the effect of any other transaction in which
the Company or any other party might engage. We express no opinion as w the amount, nature or fatrness of the
consideration or compensation to be received in or as a result of the Merger by preferred stock holders, warrant
holders, option holders, officers, directors or employees of the Company or VTB, or any other class of such
persons, or relative to or in comparison with the Per Share Exchange Ratio.

Based upon and subject to the foregoing and based upon such other factors as we consider relevant, it is our
opinion that, as of the date hereof, the Per Share Exchange Ratio is fair, from a financial point of view, to the

Company.

Sincerely,

Loy 4= 30

Craig-Hallum Capital Group, LLC
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Confidential, Produced Pursuant to 12/2013 Protective Order

ANNEX C

VOTE BY INTERNET - www.proxyvoete.com

Use the Internet to trapsmit your voting instructions and for electronic delivery
of information up until 11:59 P.M. Eastern Tinie the day before the cut-off date
or meeting date. Have vour proxy card in hand when you access the web site and

j=F. Y- .TF?iC 2 CIUND™ follow the instructions to obtuin your records and o creste an clectronic voting
: o CORPORATION instruction form.

PARAMETRIC SOUND CORP FLECTRONIC DELIVERY OF FUTURE PROXY MATERIALS

13771 DANIELSON STREET, STE. L If you would like to reduce the costs incurred by our company in mailing proxy

POWAY, CA 92064 malerials, you can conseint to receiving all future proxy statements, proxy cards

and annoal reports electronically via e-mail or the Internet. To sign up for
electronic delivery, please follow the instructions above to vote using the
Internet and, when prompted, indicate that you agree 10 receive or access proxy
materials electronically in future years.

VOTE BY PHONE -~ 1-800-690-6903

Use any touch-tone telephone to transmit vour voting instructions up uatil 11:39
P.M. Eastern Time the day before the cut-off date or meeting date. Have your
proxy card in hand when you call and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope
we have provided or return it to Vote Processing, ¢/o Broadridge, St Mercedes
Way, Edgewocd, NY 11717,

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS: KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY
THIS PROXY CARD IS VALID ONLY WIHEN SIGNED AND DATED.

THE BOARD OF DIRECTORS UNANIMOUSLY
RECOMMENDS A VOTE “FOR” PROPOSALS 1,2, 3, 4 AND 5. For Against Abstain

1 Toapprove the issuance of common stock, par value $0.001 per share, of Farametric Sound Corporation (Parametric) [ :I [
in connection with the merger contemplated by the Agreement and Plan of Merger dated as of August 3, 2013, among
Parametric, VIB Holdings, Inc., a Delaware corporation, and Paris Acquisition Corp., a Delaware corporation, and the
corresponding change of control of Parametric {the merger proposal).

2 Toapprove, on an advisory (non-binding} basis, specified conipensation that raay become payable 1o the named
executive officers of Parametric in connection with the merger.

|

proxies if there are insufficient votes at the time of the special raeeting to approve the merger proposal,

3 Toapprove the adjournment of the special meeting to a later date. if necessary or appropriate, to solicit additional 1 ]
4 Toapprove the Parametric Sound Corporation 2013 Stock-Based Incentive Compensation Plan. 1

(]
-

5 Toapprove the Parametric Sound Corporation Annual Incentive Boaus Plan.

NOTE: Tu their discretion, the Proxies are authorized to cousider and transact such other business as may properly corae before
the special meeting or any adjournment thereof. The undersigned revokes any prior proxies to vote the shares covered by this
proxy. PROPERLY EXECUTED PROXIES WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED. 1IF NO SUCH DIRECTIONS ARE GIVEN, SUCH PROXIES WILL BE VOTED “FOR” PROPOSALS 1,
2,3,4 AND 5.

Please sign exactly as your name(s) appear{s) hereon. When signing as atiorney, executor, adrainistrator, or other fiduciary,
please give full title as such. Joint owners should each sign personally. All holders must sign. I a corporation or
parinership, please sign in full corporate or partnership pame, by authorized officer.

L Signature [PLEASE SIGN WITHIN BOX]  Date Signature (Toint Owners) Date

Craig-Hallum_Parametric_043809
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Important Notice Regarding the Availability of Proxy Materials for the Special Meeting: The Notice & Proxy Statement is/are
available at www.proxyvote.com.

PARAMETRIC SOUND CORPORATION
THIS PROXY 15 SOLICITED ON BEHALF OF THE BOARD OF
DIRECTORS OF PARAMETRIC SOUND CORPORATION

PARAMETRIC SOUND CORPORATION (THE “COMPANY™)
FOR USE AT THE SPECIAL MEETING OF STOCKHOLDERS OF THE COMPANY

TO BE HELD AT HAMPTON INN & SUITES, 14068 STOWE DRIVE, POWAY, CA 92064,
1:00 PM PACIFIC TIME, ON DECEMBER 27, 2013

The undersigned hereby appoints James A. Barnes and Kenneth F. Potashner, and each of them. as the true and lawful
attorneys-in-fact, agents and proxies with full power of substitution to vote in the name of and as proxy for the
undersigned all the shares of common stock of the Company held of record by the undersigned on November 11, 2013
at the Special Meeting of Stockholders of the Company to be held on December 27, 2013 at 1:00 p.m. Pacific Time, at
Hampton Inn & Suites, 14068 Stowe Drive, Poway, CA 92064, and at any adjournment thereof.

Continued and to be signed on reverse side

2
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ANNEX D

V'TB Holdings, Inc.

Index to Consolidated Financial Statements

Nine Months Ended September 28, 2013 and September 29, 2012 and the Years Ended December 31, 2012,
2811 and 2010

Page
Reports of Independent Registered Public Accounting Firms .. ... ... . oo oo D-2

Consolidated Financial Statements:
Consolidated Balance Sheets ... . o i e D-4
Consolidated Statements Of Operations ... ... ..ttt it ittt D-5
Consolidated Statements of Comprehensive (LossyIncome ... .. ... ... ... . ... D-6
Consolidated Statements of Convertible Preferred Stock and of Stockholders™ (Deficity Equity ... .. D-7
Consolidated Statements of Cash FIows .. .. o e D-8
Notes to Consolidated Financial Statements .. ... .. ... . it i iannerann D-9

D-1
Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043811

244 -279
AA 1510



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
VTB Holdings, Inc.

We have audited the accompanying consolidated balance sheet of VTB Holdings, Inc. as of December 31, 2012
and the related consolidated statements of operations, comprehensive income, convertible preferred stock and
stockholders™ deficit, and cash flows for the year then ended. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstaiement. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. Our audit included
censideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of VTB Holdings, Inc. as of December 31, 2012, and the results of its operations and its cash
flows for the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

/s FREED MAXICK CPAs, P.C.
Buffalo, New York
November 4, 2013
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Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholders
VTB Holdings, Inc.
Valhalla, New York

We have audited the accompanying consolidated balance sheet of VTB Holdings, Inc. as of December 31, 2011
and the related consolidated statements of operations and comprehensive income, convertible preferred stock and
stockholders’ (deficit) equity, and cash flows for each of the two years in the period ended December 31, 2011.
These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. Our audits included
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s intemal control over financial reporting. Accordingly, we express no such opmion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures it the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opiiion.

In our opinion, the consolidated financial statements referred to above present faurly, in all material respects, the
financial position of VTB Holdings, Inc. at December 31, 2011, and the results of its operations and its cash
flows for each of the two years in the period ended December 31, 2011, in conformity with accounting principles
generally accepted in the United States of America.

As discussed m Note 3, certain restatements have been made to the previously issued consolidated financial
statements for the year ended December 31, 2010.

/s/ BDO USA, LLP
New York, New York
November 4, 2013
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VTB HOLDINGS, INC.

Consolidated Balance Sheets
(In thousands, except share and per share data)

As of September 28,  As of December 31,

2813 2012 26811
{(Unaudited)
ASSETS
CURRENT ASSETS:
Cash and cash equivalents . ..... ... ... ... .. $ 5,062 $ 5219 % 15942
Accounts receivable, net of allowances of $3.033, $14.404 and

$10,934 as of September 28, 2013 (unaudited) and December 31,

2012 and 200 ... e 32,810 65,586 48,994
InvVentories, HeT . . ...ttt e e e 62,270 40,706 30,430
Deferred tax assels . ..ottt e e 8,148 4,452 2,672
Prepaid expenses and other current assets .............onen... 6,897 3,130 1,591

Total CurTent 488818 . ... ittt e e 115,187 119,093 99,679
Property and equipment, et . ... ... . ... i e 6,798 5,732 1.680
Deferred tax assets, long termportion . ........ ... ... ... ... 3,794 2,266 3,197
Intangible assets, net . .. .. ... 4,243 4,955 - -
Other assels, 18T . .ttt e e e 2,025 2,149 609
TOT AL ASSETS . $132,047 $134,195 $105,165
LIABILITIES, CONVERTIBLE PREFERRED STOCK AND
STOCKHOLDERS’ DEFICIT

CURRENT LIABILITIES:

Revolvinglineof credit ........ ... ... . . L. $ 30,186 $ 33,000 $ 12,000

Term loan, CUrrent POItiON .. ..o ir i it cnann s 18,750 15,000 16,200

Accounts payable ... ... . 50,480 24,190 19,886

Accrued labilities .. ..o . s 9,545 12,496 9,588

Due to shareholders, carrent portion ... . Lo Lol oo 3,125 3,125 3,125

Incometaxes payable ... ... .. . o o i — 8,106 9,207

Other current Habilities . ... .. . . . 878 470 60

Total current labilities ..... ... ... ... ... ... 112,964 96,387 70,066

Term loan, long-term portion .. .. ... . . ... i 5,000 26,250 9,000
Due to shareholders, long-term portion ....... ... .. ... . ... — 3,125 6,250
Series B redeemable preferred stock ... ..o oo ool 13,448 12,703 13,648
Income tax payable, long termportion ... ... . .o i i it 1,924 1,933 1,385
Deferred tax liabilities .. ... .. i e 1,174 1,174 536
Subordinated loan . ... .. e e e 10,000 — —
TOTAL LIABILITIES .. e e et 144,520 141,572 100,885

Commitments and Contingencies (Note 9)
Series A convertible preferred stock, $0.01 par value — 50,000,000
shares authorized; 48,689,555 shares issued and outstanding as of
September 28, 2013 (unaudited), December 31, 2012 and
122 ) PR 24,345 24345 24,345
STOCKHOLDERS’ DEFICIT:
Common stock, $0.01 par vatue — 100,000,000 shares authorized;
35,282,286 shares issued and outstanding as of September 28,

2013 (wnaundited), December 31, 2012 and 2011 ... ... ... ... 353 353 353
Additional paidancapital . ... ... . . i o (55,015) (56,934) (57.919)
Retained earnings .. ... ... 17,894 24,938 37.501
Accumulated other comprehensive 10ss . ... .. ... ... 50 a9y -

TOTAL STOCKHOLDERS'DEFICIT .. ... (36,818) (31,722) (20,065)
TOTAL LIABILITIES, CONVERTIBLE PREFERRED STOCK AND ‘
STOCKHOLDERS DEFICIT ... $132,047 $134,195 $105,165

The accompanying notes are an integral part of these consolidated financial statements.
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VTB HOLDINGS, INC.

Consolidated Statements of Operations
(In thousands, except per share data)

Nine Months Ended Years Ended Becember 31,
September 28, Sepiember 29, 2010
2013 2012 2012 2611 As Restated
(Unaudited)
Netrevenuie .........viiininnenenenans $ 92,352 $97,099  $207.136 $166,121 § 91.870
Costofrevenue ......................... 68,759 62,890 132,795 96,536 50,556
Grossprofit ............. ... 23,593 34,208 74,341 69,585 41,314
Operating expenses:
Selling and marketing ............ 21,783 12,193 22,837 13,000 5,641
Product development ............. 3,239 1,538 2,099 1,839 825
General and administrative ........ 5,678 3,359 6,153 7,094 2,128
Business transaction . ... .......... 2287 0 342 9,375 14,433
Total operating expenses ...... 32,987 17,000 31,431 31,317 23,027
Operating (loss)income . ........... ... ... (9,394) 17.119 42,910 38,268 18,287
Other expense (income), net:
Interestexpense, net .............. 4,580 2,873 4,738 2,932 581
Other expense.net ............... 256 — 7 —_ —
Gain on bargain purchase from
BCQUISIEON. o vvvmine v encnen e e 2,303y = e
Total other expense, net . ...... 4,836 2,873 2,442 2932 581
(Loss) income before (benefit) provision for
ICOME LAXES & v v et et e es e enenenen (14,230) 14,246 40,468 35,336 17,706
(Benefit) provision for income taxes . ........ (7,186) 4957 14,008 13,782 7,584
Net (Jos$) icome .. .. ...t nun.. $ (7.044) $ 97289 $ 26460 $ 21554 § 10,122
Net (Joss) income attributable to common
stockholders:
Basic........ ... . $ (7,044 $(13,338) $ 1611 $ 8855 $ 9,339
Dilated . ... .. ... . $ (7.044) $(13,338) $ 1611 $ 8855 § 9,339
Net (loss) income per share attributable to
common stockholders:
Basic. ... $ ©20 $ 038 $ 005 $ 026 $ 007
Dilated . ... ... . $ (020 $ (038 % 004 % 025 % 007
Weighted-average shares used in computing net
(loss) income per share attributable to
common stockholders:
Basic ... i e 35,282 35,282 35,282 33,952 127,356
Diluted . ... .. ... ... L 35,282 35,282 36,265 34,924 127,356

The accompanying notes are an integral part of these consolidated financial statements.
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VTB HOLDINGS, INC.

Consolidated Statements of Comprehensive (Loss) Income
(In thousands)

Nine Months Ended Years Ended December 31,
September 28, September 29, 2010
2013 2012 2812 2011 As Restated
(Unaudited)
Net (JosSHINCOme .. .. ovvt .. $(7.044) $9,289 $26,460 $21.354  $10,122
Other comprehensive gain (loss), net of tax:
Foreign currency translation adjustments . .. 29 — (7% — —
Other comprehensive gain (Joss), net of
172 QO 20 asy - e
Comprehensive (foss) income ................ $(7,015) $9,289 $26,381 $21,554 $10,122

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Convertible Preferred Stock and of Stockholders’ (Deficit) Eqguity

Balance — December 31,2009 ......... ... .. .. ... ...
Netincome AsRestated . ........ ... . o ..
Cancellation of common stock ........... ... ...
Issuance of common stock ........ .. .. . L.
Issuance of Series A convertible preferred stock . . ..
Issuance of Series B redeemable preferred stock

Guability) . ... .
Distributions to former shareholders related to

recapitalization ......... ... ..o ..
Purchase price adjustment ........... ... ... ...

Balance — December 31, 2010 AsRestated ............
Netineome . ...t e i
Restricted stock grant . ........ ... . ... . L.
Purchase price adjustment to prior shareholders . ...
Stock-based compensation . ... .o il

Balance - December 31,2011 ... ... . .. .. ...
NetICOIME ... . it
Other comprehensive loss, netof tax .............
Stock-based compensation ........ ... il
Cashdividends ................. ... ... ...

Balance — December 31,2012 ... .. .. ... ... ...,
Netloss (unaudited) ............ ... ... ... ...
Other comprehensive gain, net of tax (unaudited) . . .
Stock-based compensation (unaudited) ...........

Balance - September 28, 2013 (unaudited) ............

¥YTB HOLDINGS, INC.

(In thousands, except share data)

Series A Convertible Accumulated Total
: Preferred Stock Common Stock Additional Other Stockholders’
- - Paid-In Retained Comprehensive (Deficit}
Shares Amount Shares Amount Capital Earnings Loss Kguity
»»»»»» $ - 153993675 $1540 § 309 $ 5,825 $— $ 7,674
—_ — — — — 10,122 — 10,122
— —  (153,993,675) (1,540) 1,540 — — —_
--------------- 32,459,434 325 (325)
48,689,555 24,345 — — — — — —
»»»»»»»»»»»»»»»»»»»»»»»»»» - (12.425) (12,425)
— — — —  (48,866) — — (48,866)
»»»»»»»»»»»»»»»»»»»»»»» (1,145) (1,145)
48,689,555 24,345 32459434 325 (60912y 15947 (44,640)
— — — —_— 21,554 — 21,554
— — 2,822,852 28 (28) —_ —
»»»»»»»»»»»»»»»»»»»»»»»»»» (728) (728)
—_— — — — 3,749 — — 3,749
48,689,555 24,345 35282286 353 (57,919 37,501 @ — (20,065)
— — — — — 26460 — 26,460
_ _ — — — — (79) (79)
»»»»»»» 985 985
— — —_ — —  (39,023) — (39,023)
48,689,555 24,345 35,282,286 353 (56,934) 24938 (79) (31,722)
— — — — — (7,044) — (7,044)
— — — — — — 29 29
»»»»»»»»»»»»»»»»»»»»»»» 1.919 1,919
48,689,555 $24.345 35,282,286 $ 353 $(55.015) $ 17.8%4 $(50) $(36,818)

The accompanying notes are an integral part of these consolidated financial statements.
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VTB HOLDINGS, INC.

Consolidated Statements of Cash Flows
(In thousands)

Nine Months Ended

Years Ended December 31,

2010
September 28, Sep ber 29, As
2013 2012 2012 2011 Restated
{Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net (JOSSIIRCOIMNE © . vt re ettt ettt et ie e $ (7.044) % 9289 $ 26460 $ 21,554 $ 10,122
Adjustments to reconcile net (1oss) income to net cash provided by
(used in) operating activities:
Depreciation and amortization of property and equipment .. ..... 3,051 1,127 1.858 700 211
Amortization of intangible assets ... oo oL m2 e 748 29
Arnortization of debt financing costs 1.209 638 835 207 -
Stock-based compensation ... ... oo 1,919 402 9835 3,749
Accrued interest on Series B redeerable preferred stock ... ... 745 (1,189; (945) 212
Gain on bargain purchase from acquisiion ................... (2,303 e
Defemred income taxes ... ... . .. i (5.224) (60} {1,598) (3.311)
SaleS TELUIMS FESEIVE « o 4 ettt ettt et e e eien e eeenees (5,756) (2.571) 1,596 (2,000}
Provision for (reversal of) doubtful accounts . ....... .. ... ... (350) 35 358 570
Provision for obsolete inventory ......... .. (3473 2,283 588 334
(Gain} loss on disposal of property and equipmen (&) 47 — —
Changes in operating assets and liabilities, net of effect of
acquisition:
Accounts receivable,net ... oL oo il 38,882 23,845 (23.461) (25,724) (16,392)
TOVEDLOTIES « oottt sttt e et et et e e e e (21,217 (34,100) {857y (11, Yy (17,047)
Accounts payable ... ..o o o o il 26,290 13,014 4,123 14442 11,015
Accrued Habilities .. ... . (2,951) {3,378} LO81  (2,197) (85)
Puetosharcholders ... ... . (3.125) (3,125} (3,125) — 9,375
Prepaid expenses and other cugrent assets .. ........0... .. {3,832) {1,034) (1,203 (1,543) 3
Income taxespayable ... .. . s (8,105) (7,629 (534) 1,558 8,064
Other Habilities . ... ... . e 411 240 347 2 6
Net cash provided by (used in) operating activities ... .. 15,259 (2,213) 3,000 2,401 1,186
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment . ... .o oo {4,109 (5.305) {1,634) {822}
Acquisition of business, pet of cash acquired ............ ... e e 335y - e
Net cash used in investing activities ................ {4,109) (5,305) {11,280}  (1,634) {822}
CASH FLOWS FROM FINANCING ACPIVETIES:
Borrowings on revolving lineof credit ....... ... . .. L oo 30,250 37,600 48.000 12,000 —
Bomrowingsontermloan ... . .. o o o o —_ 45,000 43,000 —_ 28,000
Repayment of revolving line of credit ... . ... o oL (33,064 (22,000) (27.0060) e -
Repaymentof term foan .. ... ... ... (17,500} (25.200) (28,950)  (2,800) —
Debt financiing Costs .. ..ot (1,021 (2,391} (2391 (1433 {666)
Proceeds from subordinated notes . ... oLl i 10,000 — — —
Cash dividends on Series A preferved and common stock ... ... .. ... — (39,023) {39.023) — —
Distributions to former shareholders related to recapitalization ....... — — — (48,866}
Payments 1o former sharcholders .. ... ... i i i —_ — — (1.872) —
Proceeds trom issuance of Series A convertible preterred stock, net of
ISSHATICE COSLS oo\t ettt e ae et st e et e e — — — — 24,345
Net cash {used in) provided by financing activities ... .. {11,335} (6,614) 4,364y 7,185 2,813
Effect of exchange rate changes on cash and cash equivalents ............ 28 e (79) — —
NET {DECREASE) INCREASE IN CASH AND CASH
BQUIVALENTS et e (1573 (14,132} 10,723y 7952 3,007
CASH AND CASH EQUIVALENTS —- Beginming of period ............ 5,219 15.942 15,942 7,990 4,893
CASH AND CASHEQUIVALENTS —End of period ................. $ 5062 $ 1.810 % 5219 $15942 § 7,990
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid fOr ipterest . ... ...t i 3 2.349 $ 3,115 $ 4716 3 1682 % 207
Cash paid for income taxes ........... il $ 8,224 $ 12,838 $ 16,749 $ 14,669 § 2,708
SUPPLEMENTAL NON-CASH INVESTING AND FINANCING
ACTIVITIES:
Issuance of Series B preferred stock upon recapitalization .. ... .. $ — $ - $ — % —  $ 12,425
Settlement of accounts receivable related to acquisition ..., ... .. 5 - $ $ 8920 % 5 -
Recapitalization purchase price adjustment .. ................. % — $ — $ — $ — § 1,145

The accompanying notes are an integral part of these consolidated financial statements.
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VTB HOLDINGS, INC.

Notes to Consolidated Financial Statements

Nine Months Ended September 28, 2613 and September 29, 2612 (Unaudited) and the
Years Ended December 31, 2812, 2611 and 26160

1. Organization and Description of Business
Organization

VTEB Holdings, Inc. (“VTBH” or the “Company”) was incorporated in the State of Delaware 1 2010 and is
headquartered in Valhalla, New York. In January 2011, a reorganization of the business was effected whereby
VTBH became the parent holding company of the historical business of Voyetra Turtle Beach and Subsidiary
(“VTB”). Subsequent to the reorganization, VIB is a wholly-owned subsidiary of VTBH.

VTB was incorporated in the State of Delaware in 1975 and is headquartered in Valhalla, New York with
warehouse distribution centers in New York, New Jersey, Texas and California. VTB is a designer and marketer
of stereo video gaming headsets and audio accessories for the Microsoft Xbox 360 console, Sony PlayStation 3
console and personal computer. Sales of gaming headsets represented the majority of VI B’s gross sales, with the
remaining gross sales derived from accessories, including replacement parts for gaming headsets and audio
cables and sound cards. The Company currently derives the majority of revenue from headsets for the Xbox 360
and PS 3. The majority of VTB’s products are distributed domestically to specialty retailers of consumer
electronics and wholesalers, and internationally to wholesalers. Products are also sold directly to consumers
through VTB’s website. Intemational sales are generally shipped directly from VTB’s supplier in China to the
international wholesalers.

In October 2012, VTB acquired Lygo International Limited (“Lygo”), which is a corporation established in the
United Kingdom. As a result of the acquisition, Lygo become a wholly-owned subsidiary of VIB. Lygo’s results
are included prospectively in the accompanying consolidated financial statements after the acquisition date.

Recapitalization

In October 2010, VTB effected a transaction that allowed Stripes Group to acquire an equity ownership interest
in VTB. The ransaction was effected by having SG VTB Merger Sub, an inactive nonpublic shell incorporated
in Delaware, merge with and into VTB, the surviving corporation. As a result of this merger, VTB cancelled
153,993,675 shares of its $0.01 par value common stock that it had outstanding. VTB then issued 32,459,434
shares of its $0.01 par value common stock to certain former shareholders, 48,689,555 shares of 1s $0.01 par
value Series A convertible preferred stock to Stripes Group and 1,000,000 shares of Series B redeemable
preferred stock to one of the former shareholders. Concurrent with this transaction, VTB also entered into a long-
term debt financing arrangement for $28.0 million.

As aresult of this transaction, Stripes Group acquired the ownership interest in VTB for $66.2 million, including
a final purchase price adjustment. The transaction value of $66.2 million was allocated as follows: $48.9 million
for acquiring the equity interests of the former shareholders, $12.4 million for incurring liabilities associated with
the issuance of the Series B redeemable preferred stock and the purchase price adjustment payable to certain
former sharcholders of $1.2 million with the remaining balance of $3.7 million used for transaction-related
expenses. During 2011, an additional payment of $0.7 million was made to the former shareholders towards a
purchase price adjustment, which was recorded as a distribution to the former shareholders in additional paid-in
capital in the accompanying consolidated statements of stockholders™ (deficit) equity. Additionally, performance
bonuses of $9.4 million were paid to certain members of management for the year ended December 31, 2011,
which is included as a business transaction expense in the accompanying consolidated statements of operations.
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VTB HOLDINGS, INC.

Notes to Consolidated Financial Statements

Nine Months Ended September 28, 2613 and September 29, 2612 (Unaudited) and the
Years Ended December 31, 2812, 2611 and 26160

The transaction was treated as a recapitalization for accounting purposes rather than a business combination since
SG VTB Merger Sub is not substantive and does not meet the definition of a business. SG VTB Merger was
formed to facilitate the transaction, did not have any prior operations and the debt financing was mcurred by
VTB. Accordingly, the consolidated financial statements of VTB subsequent to the recapitalization have been
prepared based upon the historical cost and operations of VTB.

KReorganization

In January 2011, VTB effected a reorganization whereby VTBH became the holding company of VIB. This
resulted in VTB becoming a wholly-owned subsidiary of VTBH.

Prior to the reorganization, VTB executed a reverse stock split of its common stock by issuing 1 share for each
6,890.7 shares of common stock held by its former shareholders. VTBH also executed a stock split of its Series A
convertible preferred stock and common stock by issuing 47.1 shares for each 1 share of Series A convertible
preferred stock and common stock held by its former shareholders. The stock split has been recorded
retroactively in the consolidated financial statements for all periods presented.

In the reorganization, all of VTB’s equity interests in the form of shares of common stock and preferred stock
were contributed and transferred to VIBH. VIBH then issued its $0.01 par value common stock, Series A $0.01
par value convertible preferred stock and Series B redeemable preferred stock, as applicable, to VIB’s existing
shareholders. There were no changes in the Company’s equity structure as a result of the reorganization.

The reorganization was accounted for as a recapitalization because VIBH did not have any prior operations.
Accordingly, the consolidated financial statements of VIBH subsequent to the reorganization have been
prepared based upon the historical cost and operations of VIB.

Merger Agreement

On August 5, 2013, the company entered into an Agreement and Plan of Merger (“Merger Agreement”) with
Parametric Sound Corporation (“Parametric™). Subject to the terms and conditions of the Merger Agreement,
Parametric will issue shares of its common stock to the former VIBH stockholders which, together with options
to purchase shares of VTBH common stock that will be converted into options to purchase shares of Parametric
common stock (and will be assumed by Parametric at the effective time of the merger), will represent
approximately 80 percent of the shares of Parametric common stock on a fully-diluted basis after the merger,
subject to adjustment as provided in the Merger Agreement.

The acquisition will be effected by VTBH’s issued and outstanding comimon stock being cancelled and converted
into shares of Parametric’s common stock upon the consummation of the merger, based on the formula set forth
in the Merger Agreement. VTBH's issued and cutstanding Series A convertible preferred stock will also be
cancelled and converted into shares of Parametric’s common stock upon the consummation of the merger, based
on the same formuia. VITBHs issued and outstanding Series B redeemable preferred stock and the phantom units
issued under the 2011 Phantom Equity Appreciation Plan will remain outstanding following the merger.

The consummation of the Merger is subject to a number of conditions, including, but not limited to, (i) adoption
and approval of the Merger Agreement by Parametric stockholders in accordance with NASDAQ rules, (i) the
approval of the continned listing application by NASDAQ, (iii) the completion of a qualifying capital-raising
transaction through the occurrence of debt or the issuance of equity by Parametric, with net proceeds to
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VTB HOLDINGS, INC.

Notes to Consolidated Financial Statements

Nine Months Ended September 28, 2613 and September 29, 2612 (Unaudited) and the
Years Ended December 31, 2812, 2611 and 26160

Parametric of at least $5.0 million, and (iv) certain other closing conditions. On November 15, 2013 Parametric
completed the sale of 364,286 shares of its common stock in a registered direct offering, with net proceeds to
Parametric of $5.1 million.

The Merger Agreement may be terminated by either Parametric or the Company if the Merger has not occurred
on or prior to February 28, 2014. In addition, the Merger Agreement contains certain termination rights by each
party under special circumstances. If the Company were to terminate the Merger Agreement under special
circumstances, it may be required to pay Parametric a termination fee of $1.0 million.

2.  Summary of Significant Accounting Policies
Basis of Presentation

The accompanying consolidated financial statements have been prepared in accordance with U.S. generally
accepted accounting principles (“GAAP”). Subsequent to the reorganization in 2011, the accompanying
consolidated financial statements include the accounts of VIBH and its wholly-owned subsidiaries. Prior to the
reorganization in 2011, the accompanying consolidated financial statements include the accounts of VIB and its
wholly-owned subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation.

The Company historically records its results on a four-four-five week basis such that its fiscal quarters end on the
last Saturday of each calendar quarter. For the fourth quarter of each year, the Company uses December 31 as
both its fiscal and calendar quarter ending date.

Unaudited Interim Financial Information

The accompanymg interim consolidated balance sheet as of September 28, 2013, the interim consolidated
statements of operations, comprehensive (loss) income and statements of cash flows for the nine months ended
September 28, 2013 and September 29, 2012 and the interim consolidated statement of convertible preferred
stock and stockholders” deficit for the nine months ended September 28, 2013 are unandited. The unaudited
interim consolidated financial statements have been prepared on the same basis as the annual consolidated
financial statements, and, in the opinion of management, reflect all adjustments, which only include normal
recurring adjustments, necessary to present fairly the consolidated balance sheet as of September 28, 2013 and
the consolidated statements of operations, comprehensive (loss) income and statements of cash flows for the nine
months ended September 28, 2013 and September 29, 2012 and convertible preferred stock and stockholders’
deficit for the nine months ended September 28, 2013. The consolidated fmancial data disclosed in these notes to
the consolidated financial statements refated to the nine months ended September 28, 2013 and September 29,
2012 are also unaudited. The consolidated results of operations for the nine months ended September 28, 2013
are not necessarily indicative of the results to be expected for the entire yvear ending December 31, 2013, or for
any other future annual or interim period.

Use of Estimates

The preparation of the accompanying consolidated financial statements in conformity with GAAP requires the
Company to make estimates, judgments and assumptions that affect the amounts reported and disclosed in the
consolidated financial statements and accompanying notes. Those management estimates include, but are not
limited to: revenue recognition and sales return reserves; determination of the fair value of net assets acquired in
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Notes to Consolidated Financial Statements

Nine Months Ended September 28, 2613 and September 29, 2612 (Unaudited) and the
Years Ended December 31, 2812, 2611 and 26160

a business combination; valuation of inventories: useful lives of property and equipment; determination of fair
value of stock-based awards; income taxes and various other contingencies. The Company evaluates estimates
and assumptions on an ongoing basis using historical experience and other factors and adjusts those estimates
and assumptions when facts and circumstances dictate. As future events and their effects cannot be determined
with precision, actual results could differ from these estimates, and those differences could be material to the
consohdated financial statements.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of
cash and cash equivalents and receivables. The Company places its cash and cash equivalents with various
domestic and foreign financial institutions of high credit quality. Periodic evaluations of the relative credit
standing of all of the institutions are performed. From time t0 time, cash balances with domestic financial
institutions may exceed Federal Deposit Insurance Corporation insurance limits.

Accounts receivable are unsecured and represent amounts due based on contractual obligations of customers.
Concentrations of credit risk with respect to accounts receivable are mitigated due to the Company’s large
number of customers. Credit risk is also mirigated by performing ongoing credit evaluations of customers o
assess the probability of accounts receivable collection based on a number of factors, including past transaction
experience with the customer, evaluation of their credit history, limiting the credit extended, and review of the
invoicing terms of the contract. The Company generally does not require customers to provide collateral to
sapport accounts receivable. The Company has recorded an allowance for doubtful accounts for those receivables
that were determined not to be collectible.

Business Concentrations

The Company relies on foreign third parties to manufacture its products. For the nine months ended

September 28, 2013, two suppliers accounted for 57% of the Company’s purchases and 72% of the accounts
payable outstanding. For the vear ended December 31, 2012, two suppliers accounted for 54% of the Company’s
purchases and 90% of the accounts payable outstanding. For the vear ended December 31, 201 1, two suppliers
accounted for 67% of the Company’s purchases and 92% of the accounts payable outstanding. Quality or
performance failures of the Company’s products or changes in the manufacturers’ or vendors’ financial or
business condition could disrupt the Company’s ability to supply quality products to customers, and thereby have
a material adverse effect on the Company’s business and consolidated financial statements.

Fair Value of Financial Instruments

Financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable, derivative
instruments, revolving line of credit and long-term debt. Cash equivalents are stated at amortized cost, which
approximated fair value as of the balance sheet dates, due to the short period of time to maturity. Accounts
receivable and accounts payable are stated at their carrying value, which approximates fair value due to the short
time to the expected receipt or payment. The revolving line of credit and long-term debt ave stated at the carrying
value as the stated interest rate approximates market rates corrently available to the Company. As of

September 28, 2013 and December 31, 2012 and 2011, the Company has not elected the fair value option for any
financial assets and labilities for which such an election would have been permitted.
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Assets and liabilities recorded at fair value on a recurring basis in the consolidated balance sheets are categorized
based upon the level of judgment associated with the inputs used to measure their fair values. Fair value is
defined as the exchange price that would be received for an asset or an exit price that would be paid to transfer a
liability in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants on the measurement date. Valuation techniques used to measure fair value must maximize the
use of observable inputs and minimize the use of unobservable inputs. The authoritative guidance on fair value
measurements establishes a three-tier fair value hierarchy for disclosure of fair value measurements as follows:

Level I - Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the
measurement date.

Level Il - Inputs are observable, snadjusted quoted prices in active markets for similar assets or Jiabilities,
unadjusted quoted prices for identical or similar assets or liabilities in markets that are not active, or other
mputs that are observable or can be corroborated by observable market data for substantially the full term of
the related assets or liabilities; and

Level I — Unobservable inputs that are supported by little or no market data for the related assets or
Labilities.

The categorization of a financial instroment within the valuation hierarchy is based upon the lowest level of input
that is significant t the fair valne measurement. Financial instruments consist of Level I and Level II assets and
liabilities. Level I assets include highly liquid money market funds that are included in cash and cash equivalents.
Level I liabilities include derivative instruments. The Company does not have any Level Il assets or liabilities.

Cash and Cash Equivalents

All highly liquid investments with an original maturity of three months or less when purchased are considered to
be cash equivalents. Cash and cash equivalents consist of cash on hand and money market accounts. Interest is
accrned as earned.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are recorded at their invoiced amount, net of any allowance for doubiful accounts and
reserve for sales returns, and do not bear interest. Accounts receivable from wholesale transactions are recorded
at their outstanding unpaid principal balances. Accounts receivable from e-commerce transactions consist of
amounts from credit cards billed for which payment has not been received. The Company maintains an allowance
for doubtful accounts to reserve for potentially uncollectible accounts, which is recorded based upon a detailed
review of all outstanding invoices, including the number of days that receivables are outstanding, historical and
expected loss patterns and an evaluation of the potential risk associated with delinquent accounts.
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Notes to Consolidated Financial Statements
Nine Months Ended September 28, 2613 and September 29, 2612 (Unaudited) and the
Years Ended December 31, 2812, 2611 and 26160
Concentrations of Revenue and Accounts Receivable

Significant customers are those which represent 10% or more of the revenues for each period presented or gross
accounts receivable balance at each balance sheet date. For each significant customer, revenue as a percentage of
total revenues and accounts receivable as a percentage of gross accounts receivable are as follows:

Percentage of Revenues

Nine Months Ended Year Ended December 31,
September 28, September 29, 2018
2613 2012 2012 2611 As Restated
(Unaudited) -
Customers
11% 14% 18% 16% 11%
Customer B ... . 10% 14% 16% 24% 34%
Customer C ... e s 12% 13% 12% 12% *
Customer D ... ... e * * * * 19%
Customer B ... e * 12% * * *

* Less than 10%

Percentage of Accounts Receivable

As of Septeruber 28,  As of Decemuber 31,

2013 2012 2011
{(Unaudited
Customers
L0 153 111 - N AP 14% 28% 19%
Customer B . ... e e 23% 27% 35%

* Less than 10%

Derivative Instruments

The Company uses derivatives to partially offset its business exposure to foreign currency exchange risk. The
Company may enter into foreign currency forward and option contracts to offset some of the foreign exchange
risk on expected future cash flows on certain operating expenses. These instruments are not entered into for
speculative parposes and the Company does not seek to qualify for hedge accounting.

All derivative instruments are recorded at fair value on the accompanying consolidated balance sheets. The
notional amounts of the Company’s outstanding derivative instruments associated with outstanding or unsettled
derivative instruments as of September 28, 2013 and December 31, 2012 were $10.0 million and $8.8 million and
the fair value of the derivative liabilities was $0.6 million and $0.2 million. Derivative liabilities include foreign
currency forward and option contracts which are measured using observable gquoted prices for similar
mstruments. There were no derivative instruments for the year ended and as of December 31, 2011 and for the
nine months ended and as of September 29, 2012, The gain/loss recognized in other expense, net for foreign
currency forward and option contracts instruments was not significant during the year ended December 31, 2012.
For the nine months ended September 28, 2013, the loss recognized in other expense net for foreign currency
forward and option contracts was $0.4 million. These amounts represent the net gain or loss on the derivative
instruments and do not include changes in the related exposures, which generally offset a portion of the gain or
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loss on the derivative contracts. Counterparties to these instruments are major banking nstitutions with credit
ratings of investment grade or better and no collateral is required. Management believes the risk of incurring any
losses on these derivative instruments related to credit risk is remote.

Inventories, net

Inventories consist primarily of fimshed goods and related component parts, and are stated at the lower of
standard cost (which approximates actual cost on a first-in, first-out basis) or market value (estimated net
realizable value). The Company maintains an inventory allowance for returned goods, slow-moving and unused
inventories based on the historical trend and estimates. Inventory write-downs, once established, are not reversed
as they establish a new cost basis for the mventory. Inventory write-downs are included as a component of cost
of revenues in the accompanying consolidated statements of operations. Inventory write-downs for the periods
presented had been insignificant.

Property and Equipment, net

Property and equipment, net including leasehold improvemenis, are stated at cost less accumulated depreciation
and amortization. Depreciation is computed using the straight-line method over the estimated useful lives of the
assets, which range from two to five years. Repairs and maintenance expenditures are expensed as incurred.

Leasehold improvements are amortized using the straight-line method over the shorter of the estimated useful
lives of the respective assets or the property lease terms, which range up to five years. Upon the retirement or
disposition of property and equipment, the related costs and accunulated depreciation is removed and any related
gain or loss is vecorded in the consolidated statements of operations.

Entangible Assets

Intangible assets consist of identifiable intangible assets, including customer relationships and non-compete
agreements, resulting from the Company’s acquisition of Lygo in October 2012. Intangible assets are recorded at
their imitial fair value, net of accumulated amortization. The Company amortizes intangible assets that are subject
to amortization over their estimated useful life based on economic benefit, which range from two to thirteen
years.

Empairment of Long-Lived Assets

The carrying amounts of long-lived assets, including property and equipment and intangible assets subject to
depreciation and amortization, are periodically reviewed for impairment whenever events or changes in
circumstances indicate that the carrying value of these assets may not be recoverable. Recoverability of these
assets is measured by comparison of the carrying amount of each asset to the future andiscounted cash flows the
asset is expected to generate. If the asset is considered to be impaired, the amount of any impairment is measured
as the difference between the carrying value and the fair value of the impaired asset. No impairment of long-lived
assets was identified for any of the periods presented.

Revenue Recognition and Sales Return Reserves

Net revenne consists primarily of revenue from the sale of gaming headsets and accessories to wholesalers,
retailers and to a lesser extent, on-line customers. The Company recognizes revenue when persuasive evidence of
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an arrangement exists. delivery has occurred, the sales price is fixed or determinable, and collection is reasonably
assured. Product is considered delivered to the customer once it has been shipped and title and risk of loss have
been transferred. Net revenue for on-line purchases are recognized when products are shipped from the
Company’s distribution facilities.

Provisions for sales discounts, product returns and price adjustments are recorded as a reduction of revenue.
These revenue reductions are established by the Company based upon management’s best estimates at the time of
sale following the historical trend, adjusted to reflect known changes in the factors that impact such reserves and
allowances, and the terms of agreements with customers.

Revenue is recognized net of sales taxes collected from customers and subsequently remitted to governmental
authorities.

Cost of Revenues

Cost of revenues primarily consists of expenses from the manufacturing of the Company’s products. Cost of
revenues also consists of personnel costs and facility costs.

Shipping and Handling

Freight charges billed to customers are included in net revenue and the related freight costs are included i cost
of revenues in the accompanying consolidated statements of operations.

Product Warranty Obligations
The Company provides for product warranties it accordance with the contract terms given to various customers

by accruing estimated warranty costs at the time of revenue recognition. Warranties are generally fulfilled by
replacing defective products with new products.

Advertising Costs

Advertising costs are expensed to selling and marketing expenses as imcurred in the accompanying consolidated
statements of operations. Advertising costs were $3.4 million, $1.7 million, $8.2 million, $4.3 million and

$0.5 million for the nine months ended September 28, 2013 and September 29, 2012 and for the years ended
December 31, 2012, 2011 and 2010.

Product Development

Development costs incurred in the research and development of new products and enhancements to existing
products are charged to expense as incurred. Development costs include personnel costs and third-party
development and programming costs, localization costs incurred to translate software for international markets
and in-process research and development. Such costs related to product development are expensed as incurred
until the point that technological feasibility is reached, which for the Company’s products, is generally shortly
before the products are released to manufacturing.
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Software Development Costs

Software development costs not qualifying for capitalization are expensed as incurred. The Company capitalizes
software development costs when the product is available for general release to customers. Capitalized costs are
amortized on a product-by-product basis, as the greater of the ratio of current gross revenues for a product to the
total of current and future gross revenues for the product or the straight-line amortization over the estimated
useful life of the product (generally three years). Unamortized capitalized software development costs
determined to be in excess of the net realizable value of the product is expensed immediately. The Company did
not incur significant capitalized software development costs for any of the periods presented.

The Company capitalizes costs incurred during the application development stage relating to the development of
its websites and computer software developed or purchased for internal use and has been insignificant to date.
Caosts related to preliminary project activities and post-implementation activities are expensed as mcurred. Once
placed into service, the Company anticipates amortizing these costs over a period of three years. Total costs
incurred to date during the application development stage have been insignificant.

Business Transaction Costs

For the nine months ended September 28, 2013, the Company incurred business transaction costs associated with
the proposed merger with Parametric in the amount of $2.3 million. For the year ended December 31. 2012,
business transaction costs of $0.3 million consist of acquisition-related costs related to the Company’s Lygo
acquisition. For the year ended December 31, 2011, business transaction costs consists of performance bonuses
related to the recapitalization. For the vear ended December 31, 2010, business transaction costs consist of $4.0
million in Jegal and professional fees and $10.4 million in performance bonuses related to the recapitalization.

Stock-Based Compensation

Compensation costs related to stock options and restricted stock grants are calenlated based on the fair value of
the stock-based awards on the date of grant, net of estimated forfeitures. The grant date fair value of awards is
determined using the Black-Scholes option-pricing model and the related stock-based compensation is
recognized on a straight-line basis, over the period in which an employee is required to provide service in
exchange for the award, which is generally four years.

For stock-based awards issued to non-employees, including consultants, compensation experse is based on the
fair value of the awards calculated using the Black-Scholes option-pricing model over the service performance
period. The fair value of options granted to non-employees for each reporting period is re-measured over the
vesting period and recognized as an expense over the period the services are received.

Income Taxes

The Company accounts for income taxes using the asset and lability approach to record deferred taxes. Deferred
income tax assets represent temporary differences between the financial statement carrying amounts and the tax
basis of existing assets and liabilities that will result in deductible amounts in future years. The measurement of
current and deferred tax assets and liabilities is based on provisions of enacted tax laws; the effects of changes in
tax laws are not anticipated. Based on estimates, the carrving value of the Company’s deferred tax assets assumes
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that it is more likely than not that the Company will be able to generate sufficient future taxable income i the
respective tax jurisdictions. Judgment's regarding futare profitability may change due to future market
conditions, changes in U.S. or international tax laws and other factors. The Company did not record a valuation
allowance in any periods presented as management believes that it is more likely than not that deferred income
tax assets will be utilized against future taxable income based upon its expected financial performance in the
future. The Company will assess the realization of deferred income tax assets on an ongoing basis.

The Company accounts for uncertain tax positions by reporting a liability for unrecognized tax benefits resulting
from uncertain tax positions taken or expected to be taken in a tax return. Interest and penalties, if any, related to
unrecognized tax benefits are recognized in the income tax provision in the accompanying consolidated
statements of operations.

Foreign Currency

The functional currency of the Company’s subsidiary is the local currency. The assets and liabilities of the
subsidiary, therefore, translated into U.S. dollars at exchange rates in effect at each balance sheet date. Revenues
and expense accounts are translated at weighted-average monthly exchange rates during the period. Translation
adjustments are accumulated as a separate component of accumulated other comprehensive (loss) income within
stockholders’ (deficity equity. Cumulative foreign currency translation adjustments constitute the sole component
of accumulated other comprehensive (loss) income. Foreign currency transaction gains and losses resulting from
or expected to result from transactions denominated in a currency other than the functional currency are
recognized in other expense, net in the accompanying consolidated statements of operations. There were no
foreign currency transaction gains and losses for the periods prior to the acquisition of Lygo. Foreign currency
transaction losses for the period ended September 28, 2013 was $0.3 million, net of derivative. Foreign currency
transaction gams and losses for the year ended December 31, 2012 was msignificant.

Segment Information

Operating segments are components of an enterprise for which separate financial information is available and is
evaluated regularly by the Company’s chief operating decision maker (CODM) in deciding how to allocate
resources and assessing performance. The CODM is the Chief Executive Officer.

The Company operates as one operating segment. The CODM manages the Company’s operations on a
consolidated basis for purposes of allocating resources. The CODM reviews financial inforpation presented on a
consolidated basis, accompanied by information about revenue by geographic region for purposes of allocating
resources and evaluating financial performance.

Net (Loss) Income per Share of Common Stock

Basic and diluted net (loss) income per share of common stock is presented in conformity with the two-class
method required for participating securities. Holders of Series A convertible preferred stock are entitled to
receive noncumulative dividends when and if declared by the board of directors and are payable prior and in
preference to any dividends on shares of the Company’s common stock. In the event a dividend is paid on
common stock, the convertible preferred stockholders are entitled to a share of that dividend in proportion to the
holders of common shares on an as-if converted basis. The Series A convertible preferred stock is considered a
participating security. Holders of participating securities do not have a contractual obligation to share in the
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Company’s losses. In accordance with the two-class method, earnings allocated to these participating securities
and the related number of outstanding shares of the pasticipating securities, which include contractual
participation rights in undistributed earmings, have been excluded from the computation of basic and diluted net
{(loss) income per share of common stock.

Under the two-class method, net (loss) income attributable to common stockholders 1s determined by allocating
undistributed earnings, calculated as net (loss) income less current period Series A convertible preferred stock
non-cumulative dividends, among the common stock and participating securities. In computing diluted net (loss)
mecome attributable to common stockholders, undistributed earnings are re-allocated to retlect the potential
impact of dilutive securities. Basic net (loss) mcome per share of common share 1s computed by dividing the net
(loss) income attributable to common stockholders by the weighted-average number of common shares
outstanding during the period. Diluted net (Joss) income per share of common stock is computed by dividing the
net income attributable to common stockholders by the weighted-average number of common shares outstanding,
including potential dilutive common shares assuming the dilutive effect of outstanding stock options using the
treasury stock method. For purposes of this calcalation, participating securities and stock options to purchase
common stock are considered to be common stock equivalents and are excluded from the calculation of diluted
net (loss) income per share of common stock if their effect is antidilutive.

Recently Issued and Adopted Accounting Standards

In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
No. 2010-06, Improving Disclosures about Fair Value Measurements (Topic 820)—Fair Value Measurements
and Disclosures, to add additional disclosures about the different classes of assets and labilities measured at fair
value, the valuation techniques and inputs used, and the activity in Level Il fair value measurements. The
Company adopted ASU No. 2010-06 on January 1, 2011, and the adoption did not have a material impact on the
consolidated financial statements, but did have a significant impact on the consolidated financial statement
presentation.

In May 2011, the FASB issued ASU No. 2011-04, Fair Value Measurement (Topic 820): Amendments to
Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS. This update
results in common principles and requirements for measuring fair value and for disclosing information about fair
value measurements in accordance with U.S. GAAP and IFRS. The Company adopted ASU 2011-04 on

January 1, 2012, and the adoption did not have a material impact on the consolidated financial statements,

In June 2011, the FASB issued ASU No. 201 1-05, Comprehensive Income (Topic 220): Presentation of
Comprehensive Income. This statement requires companies to present the components of other comprehensive
income either in a single continuous statement of comprehensive income or in two separate but consecutive
statements of net income and other comprehensive income. The Company adopted ASU 2011-04 on January 1,
2012, and the adoption did not have a material impact on the disclosures.

Recent Accounting Proncuncements Not Yet Adopted

In February 2013, the FASB issued ASU 2013-02, Reporting of Amounts Reclassified Out of Accumulated
Other Comprehensive Income. This update requires entities to disclose items reclassified out of accumulated
other comprehensive income and into net income in a single location within the financial statements. This new
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guidance is effective for the Company beginning January 1. 2014, with early adoption permitted. The adoption of
ASU 2013-02 will not have a significant impact on the Company’s consolidated financial position or results of
operations.

3. Restatements of Previously Issued Financial Statements

The Company has restated its VTB financial statements as of December 31, 2010, to correct for the following
errors:

e The Company determined that the reserve for sales returns and the allowance for doubtful accounts as
of December 31, 2010, were overstated by $1.4 million and $0.6 million due to errors in the calculation
of these estimates. The correction of these errors increased revenue by $1.4 million and decreased
operating expenses by $0.6 million.

* The Company has recorded additional adjustments in the 2010 VTB financial statements in order to
correct other errors which were determined not to be material individually or in the aggregate. The
most significant of such adjustments was to increase income tax expense for reserves associated with
uncertain tax positions, decrease business transactions expenses for amounts that should have been
recorded to additional paid in capital and to increase interest expense related to the Company’s Series
B redeemable preferred stock.

The following table presents the impact of the restatement adjustents on the Company’s statement of operations
for the period ended December 31, 2010 (in thousands):

Year Ended December 31, 2010

PI'C:}:MS]}/ Effcet of As

Reported Restatement Restated
Net revenue $90,470 $ 1,400 $91.870
Cost of revenue 49,387 1,169 50,556
Operating expenses 25,217 (2,190) 23,027
Operating income 15.865 2,422 18,287
Other expense, net 340 241 581
Income before provision for income tax 15,525 2,181 17,706
Provision for income tax 6,255 1,329 7,584
Net income 9,270 852 10,122

In addition, the Company also recorded certain audit adjustments to VITBH’s operating company, VTB, in 2011
to correct the following:

»  The Company determined that the stock based compensation expense was understated by $2.7 million
because the Company. on a retrospective basis determined the fair value of the options granted during
2011 exceeded the exercise price.

e The Company determined inventory was understated by $1.0 million due to a $0.6 million error in the
calculation of excess mventory reserves and to a $0.4 million ervor in the calculation of capitalized
freight.

+  The Company has recorded additional adjustments in the 2011 VTB financial statements in order to
correct other errors which were determined not to be material individually or in the aggregate.
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The impact of these adjustments on the Company’s consclidated financial statements was a $1.7 million increase
in total assets, $0.2 million increase in stockholders’ equity and $3.3 million decrease in net income.

4. Fair Value Measurement
The following table sets forth the fair value of financial assets and liabilities by level within the fair value
hierarchy:

As of September 28, 2813
Level § LevelI1 Level [l Total
{In thoussnds and Unaedited)

Financial Liabilities:
Other current liabilities — derivative liabilities .. .. ... .. $— $(613) $— $(613)
Total financial Habilities ........ ... ... .. ... .. ... .... $ 3613 G $(613
As of December 31, 2012

Level B LevelIl Level HE Total

{In thousands)

Financial Assets and Liabilities:

Cash and cash equivalents — money market funds ...... | b0 §— $— $ 50
Total financial assets .. ... .. i $50  $— $— $ S0
Other current liabilities — derivative liabilities . ... ... .. ‘F;-— ‘1>(I94§ ‘§— $(~194)
Total financial liabilities ... ........................... $— 319 s— 09

As of Becember 31, 2011
Level Levelll Level HE Total

{In thousands)

Financial Assets:

Cash and cash equivalents — money market funds . ... .. $3,016 $— $3,016
Total financial assets ... ... i e $3,016  — $3,016
5. Consolidated Balance Sheet Components
Cash and Cash Equivalents
Cash and cash equivalents consist of the following:
As of
September 28, As of December 31,
2013 2012 2011
{Unaundited)
{kn thousands)
Cash .o e $5.052 $5,169 $12,926
Money market accounts . ... ... ... .. ... ... 10 50 3,016
Total cash and cash equivalents ............. $5,062 $5.219 $15,942
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Sales Return Reserves

The sales retirn reserves consist of the following activity:

Sales return reserves, beginning balance ..........
Reserveaccrual .. ... i
Recoveries and deductions, pet .. ............

Sales return reserves, ending balance .. ..., ... ..

Inventories

Inventories consist of the following:

Rawmaterials ... ... ... ... ... ... ... .. ...
Finishedgoods ... ... . . ... . .. . oL

Total iInventories . ..........vr e,

Property and Equipment, net

Property and equipment, net consists of the following:

Machinery and equipment . ....... ... . ..o
Software and software development .. ...........
Furniture and fixtures ... ... ... ...
Tooling .. ..
Leasehold improvements . ....................
Demonstration units and convention booth .......

Total property and equipment, gross ........
Less: accumulated depreciation and amortization . .. .

Total property and equipment, net ..........

Confidential, Produced Pursuant to 12/2013 Protective Order

As of
Septeruber 28, As of Deceruber 31,
2013 2012 2011
{(Unaudited)
{Im thousands)
$ 7.748 $ 6151 % 4,105
9,554 19,659 17,833
(15,3103 (18,062y  (15,787)
$ 1,992 $ 7,748 §$ 6,151
As of
Septesuber 28, As of December 31,
2013 2012 2011
{Unaudited) ) )
{In thousands)
$ 3,783 $ 2,809  § 3408
58,487 37,897 27,072
$62,270 $40,706  $30.480
As of
September 28, As of DPecember 31,
20613 2012 2611
{Unaudited)
{In thousands)
$ 150 $ 136 $1,161
530 353 490
155 131 266
1,361 1,101 760
67 67 9
9,495 5,948 1,862
11,758 7,736 4,548
(4,960) (2,004)  (2,868)
$ 6,798 $5732 § 1,680

Craig-Hallum_Parametric_043832

244 - 300
AA 1531



VIR HOLDINGS, INC.
Notes to Consolidated Financial Statements

Nine Months Ended September 28, 2613 and September 29, 2612 (Unaudited) and the
Years Ended December 31, 2812, 2611 and 26160

Depreciation and amortization expense on property and equipment. for the nine months ended September 28,
2013 and September 29, 2012 and for the years ended December 31, 2012, 2011 and 2010 was $3.1 million,
$1.1 million, $1.9 million, $0.7 million and $0.2 million.

Other Assets

Other assets consist of the following:

As of

Septerber 28, As of Becember 31,

2013 2812 2011

{Unaundited)
(In thousands)

Deferred financing costs,net ..................... $1,921 $2,128 $572
Deposits and other assets ....... . .. o o 104 21 37
Totalotherassets ... ...t . $2,025 $2.149 3609

Amortization of deferred financing costs is included in interest expense on the accompanying consolidated
statements of operations and for the nine months ended September 28, 2013 and September 29, 2012 and for the
vears ended December 31, 2012, and 2011, was $0.8 million, $0.6 million, $0.8 million and $0.2 million
respectively. Amortization expense of deferred financing costs for the year ended December 31, 2010 was
insignificant. Included in interest expense for the nine months ended September 28, 2013 and year ended
December 31, 2012 were the write-off of $0.4 million and $0.3 million in deferred financing costs related to the
partial extinguishment of term notes.

Accrued Liabilities

Accrued liabilities consist of the following:

As of September 28, As of December 31,
2013 2612 2011
{Unaudited) {In thousands}
Accrued eXPenses ... cincnen, $6,446 $ 9,723 $6,594
Accrued compensation expenses .......... 1.555 2.189 2,495
Other ... . i i 1,544 584 499
Total accrued Habilities . ............. $9,545 $12,496 $9.588

Warranty Accruals

The warranty accroals are included in accrued Habilities on the balance sheet and consist of the following:

As of September 28, As of December 31,
2013 2012 2011
(Unaudited)
{In thousands)

Warranty - beginning of period . .......... $ 165 $ 109 $
Warranty costs accrued .. ... ..o 320 618 625
Warranty claims ................... (468) (562) _(516)
Warranty —end of period ......... ... ... $ 17 $ 165 $ 109
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6. Acquisition

In October 2012, the Company’s subsidiary, VI'B, acquired all of the common stock of Lygo in order to gain
access to the distribution channels in Ewrope. Lygo has historically been VTB’s sole distributor in Europe.

As aresult of the acquisition of Lygo, the Company expects to increase its market share by expanding into new
geographic areas overseas and new related products and leveraging distribution channels to reach new customers.

The Lygo acquisition was accounted using the acquisition method of accounting for business combinations. The
total fair value of consideration transferred amounted to $14.4 million, which includes $5.5 million of cash and
the effective settlernent of $8.9 million of accounts receivable from Lygo, was allocated to the assets acquired
and habilities assumed based on their respective fair values. The following table summarizes the estimated fair
values of the assets acquired and liabilities assumed (in thousands):

{in thousands)

Cash . ..o e $ 133
Accountsreceivable .. .. ... ... el 4,046
INVEDEOTIES . .ot it ittt e e 9,957
Other corrent assets . .....c.ovr oo enonenan 321
Property and equipment . .. ......... .. ... 12
Intangible assets:

Customer relationships ... ... ... .. .. ... .. 5,526

Non-compete agreement .. ... .voueevnnnennn 177
Liabilities assumed:

Accounts payables . ...... ... L oo (223)

Other Habilities ... . v i e (1,889)

Derivative lability . ... ... oo Lo ool (1.369)

Total fair values of assets and liabilities .......... 16,691
Fair value of total consideration transferred ........... (14,388}

Gam on bargaimpurchase ... ... ... .. ... .. $ 2,303

The excess of the net assets acquired over consideration transferred was assigned to a gain on bargain purchase i
the amount of $2.3 million, which is recorded as gain on bargain purchase from acquisition in the accompanying
consolidated statements of operations. As aresult of the bargain purchase, the Company reassessed the
recognition and measurement of identifiable assets acquired and habilities assumed and concluded that the
valuation procedures and resulting measures were appropriate. The bargain purchase gain was primarily driven
from the exclusive nature of the arrangement between the two companies prior to the acquisition whereby Lygo
did not generate significant revenue from other vendors’ products. As a result, the value of the customer
relationships, the primary intangible asset acquired, was attributed to the difference between the cash flows
associated with owning the asset versus building the asset.

For tax purposes, the acquired intangible assets are not amortized. Accordingly, a deferred tax liability was
recorded on the acquisition date for the difference between the book and cost basis related to the acquired
intangible assets. In connection with the acquisition, the Company issued 398,010 phantom units under the 2011
Phantom Equity Appreciation Plan, which had an exercise price of $2.01 per share, to continuing employees of
Lygos. The phantom units will vest upon the occurrence of a performance condition and upon the satisfaction of
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service conditions. The Company's phantom units are discussed further in Note 13 “2011 Phantom Equity
Appreciation Plan”. These equity awards were not included in the Company’s determination of the total purchase
consideration as these equity awards have post-acguisition performance and service conditions.

The Company incurred $0.3 million in acquisition-related transaction costs for the year ended December 31,
2012, which is included as business transaction expense in the accompanying consolidated statements of
operations.

Unaudited Pro Forma Information

Supplemental information on a pro forma basis is presented below for the years ended December 31, 2012 and
2011:

Year Ended Becember 31,
2012 2011

{Unaudited)
{In thousands)

Pro forma revenmues . ...ttt e e $205,341 $172.271
Proformanetincome ........... ..., 18,303 22,998

The unandited pro forma financial information combines the Company’s results of operations and Lygo’s results
of operations as if the acquisition of Lygo had occurred as of Januvary 1, 2011. The pro forma results include the
business combination accounting effects resulting from the acquisition such as the amortization charges from the
acquired intangible assets and the gain on bargain purchase. The pro forma information presented does not
purport to present what the actual results would have been had the acquisition actually occurred on January 1,
2011, nor is the information intended to project results for any future period.

From the acquisition date through December 31, 2012, the Company recognized revenues and net income for
Lygo of $13.1 million and $0.6 million in the accompanying consolidated statements of operations. During the
same period VTB recorded mtercompany sales to Lygo in the amount of $5.9 million and elimination of
intercompany profit of $1.4 million.

7. Intangible Assets
The gross carryving amount and accumulated amortization of intangible assets is as follows:

As of September 28, 2013

Amortization
Period at Date Gross Carrying Aeccumulated Net Book
of Acquisition Value Amortization Value
(Unaudited)
{In thousands)
Customer relationships . ............... 13.0 years $5,526 $1,384 $4,142
Non-compete agreements .............. 2.0 years 177 76 101
Total ... .. i $1,460 $4.,243
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As of December 31, 20612

Amortization
Period at Date Gross Carrying Aecumulated Net Book
of Acgmisition Vahse Amortization Value
{In thousands)
Customer relationships . ............ ... 13.0 years $5,526 $747 $4,779
Non-compete agreements .............. 2.0 years 177 1 176
Total ... $5,703 35748 $4,955

Amortization expense of approximately $0.7 million and $0.7 million on the intangible assets was recognized in
the accompanying consolidated statements in selling and marketing expenses for the periods ended
September 28, 2013 and December 31, 2012.

As of December 31, 2012, estimated annual amortization expense related to identifiable acquisition-related
intangible assets in future periods is as follows:

Estimated
Amortization
Year Ending December 31, Expense
{In thousands}
20 e $ 923
200 e 782
200 e e e 619
2000 L 519
00T e 436
Thereafter ... . ... 1,676
Total . e $4,955

8. Long-Term Debt

The Company’s long-term debt obligations are as follows:

As of September 28, As of Becember 31,
2013 2012 2011
(Unaudited)
(In thousands)

Revolving linesof credit ....................... $ 30,186 $ 33,000 $ 12,000
Termloans ... ... i i 23,750 41,250 25.200
Subordinated notes . . ... . .. i 10,000 e e

Total outstanding debt . .................... 63,936 74,250 37,200
Less: current portion of revolving Hne of credit ... .., (30,186) (33,000) (12,000)
Less: current portion of term loan .. ... .. ... ... (18,750) (15.000) (16,200)

Total noncurrent portion of long-term debt .. . .. $ 15,000 § 26,250 $ 9,000

Total interest expense, inclusive of amortization of deferred financing costs, on long-term debt obligations was
$3.8 miflion and $2.1 million for the nine months ended September 28, 2013 and September 29, 2012 and $3.7
million, $1.9 million and $0.3 million for years ended December 31, 2012, 2011 and 2010.
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Loan and Security Agreement
Term Loan

In October 2010, pursuant to the recapitalization discussed in Note 1, “Organization and Description of
Business”, VTB entered into a Loan and Security Agreement with various financial institutions. The Loan and
Security Agreement provided for term loans aggregating $28.0 million. Turtle Beach’s obligations under its
credit facility are secured by a first priority lien against substantially all of Turtie Beach’s assets. The term loaus
bear interest at the greater of (i} the miinimum interest rate of 5.50% or (ii) LIBOR (L.ondon interbank offered
rate) plus 4.0% per annum. Interest is due monthly. The term loans mature on October 12, 2015 and have
combined scheduled quarterly principal repayments, due on the last day of each quarter, of $0.7 million
$1.4 million, with the balance of $5.6 million due on maturity. During the year ended December 31, 2010, the
Company paid $0.7 miflion of debt issuance costs that are being amortized into interest expense, net in the
accompanying consolidated statements of operations over the contractual life of the term loan. The term loans
can be repaid at any time after the second anniversary of the loan without penalty.

In August 2012, the Loan and Security Agreement was amended and restated to increase the principal amount on
the term loans to $45.0 million and amend the maturity date to August 22, 2015. The Company drew down

$45 million on the term loan. The term loans bear interest at the Company’s option at (i) the Adjusted Base Rate
plus the applicable margin ranging from 2.50% to 3.25% as determined by the Company’s total leverage ratio, or
(ii) LIBOR rate, plus the applicable margin ranging from 3.50% to 4.25%. The Applicable Base Rate is equal to
the highest of (1) the Prime Rate as determined by the syndication agent, (b) Federal Funds Rate plus 0.5% and
(¢) the LIBOR rate plus [%. As of December 31, 2012, the interest rate on the term loans was 5.50%. Interest is
due, at the Company’s option. every 30, 60 or 90 days. The term loans have scheduled gunarterly principal
repayments of $3.8 million, due on the last day of each quarter, commencing on December 29, 2012. In addition,
the term loans shall be reduced, commencing in 2013, by an amount equal to 50% of the excess cash flows, as
defined m the Loan and Security Agreement, for the fiscal year ended December 31, 2012 and for each fiscal
year thereafter; however, no such payment was required for the 2012 fiscal year. Upon full repayment of the term
loans, any excess cash flow will then be applied against the outstanding balance of the revolving loan. The term
loans can be repaid at any time without penalty.

In conjunction with the August 2012 amendment, the Company incurred $1.1 million in debt issuance costs that
are being amortized to interest expense, net in the accompanying consolidated statements of operations over the
contractual life of the term loans using the effective interest method. As a result of the August 2012 amendment,
the Company recognized $0.3 million through interest expense, net of unamortized debt issuance costs related to
the decrease in principal balance on the term loan to the existing lender that was treated as a partial debt
extinguishment. The remaining rolover principal balance to the existing lender was treated as a debt
modification.

As of December 31, 2012 and 2011, the unamortized debt issuance costs related to the term loans are
$0.9 million and $0.5 million.

Revolving Line of Credit

In August 2011, the Loan and Security Agreement was amended and restated with various financial institutions
to include a $15.0 million revolving line of credit. The revolving line of credit bears interest at the greater of
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(1) the minimum interest rate of 4.50% or (1) LIBOR plus 3.0%. Interest is due monthly and at December 31,
2011 was at a rate of 4.5%. During the year ended December 31, 2011, the Company incurred $0.1 million in
debt issuance costs related to the revolving line of credit that are being amortized over the contractual life of the
revolving line of credit on a straight-line basis. The Company is also required to pay a quarterly commitment fee
of up to 0.25% per anmum on the unused portion of the revolving line of credit. The maturity date of the
revolving line of credit was May 31, 2012.

In August 2012, the Loan and Security Agreement was amended and restated to increase the borrowing capacity
on the revolving line of credit to $55.0 million to fund the acquisition of Lygo in October 2012 and to fund
distributions to the Company’s shareholders. During the year ended December 31, 2012, subsequent to the
amendment, the Company drew down $38.0 million on the revolving line of credit. The additional borrowings
were provided by new lenders while the outstanding balance from 2011 to an existing lender was reduced. The
maturity date on the revolving line of credit was amended to August 22, 2015. The revolving line of credit is
subject to limitations based on specific percentages of eligible accounts receivables and mventory and bears
interest at the Company's option at (1) the Adjusted Base Rate plus the applicable margin ranging from 2.50% to
3.25 % as determined by the Company’s total leverage ratio, or (ii) LIBOR rate plus the applicable margin
ranging from 3.50% to 4.25 %. The Applicable Base Rate is equal to the highest of (1) the Prime Rate as
determined by the syndication agent, (b) Federal Funds Rate plus 0.5% and (¢) the LIBOR rate plus 1%. As of
December 31, 2012, the interest rates on the revolving loans were 5.50% and 6.25%. Interest is due, at the
Company’s option, every 30, 60 or 90 days. The Company is also required to pay a quarterly commitment fee of
up to 0.50% per anmum on the unused portion of the revolving line of credit. The revolving line of credit is
subject to an annual provision that requires that there be no amounts outstanding for a 30 day period during the
first quarter of each fiscal year; however, it can otherwise be repaid at any time without penalty.

In 2012, the Company incurred $1.3 million in debt issuance costs related to the amendment, which are being
amortized over the contractual life of the revolving line of credit facility on a straight-line basis. As of
December 31, 2012, the unamortized debt issuance costs related to the revolving line of credit was $1.1 million.

Other Facilities

Under the terms of the Loan and Security Agreement (as amended and restated), the Company can also draw
down on a swing loan commitment of up to $5.0 million. Any borrowings on the swing loan mature in seven
days of the borrowing date. In addition, the Company can arrange for certain letters of credit with 2 maximum
amount of $5.0 million. Any borrowings against these facilities reduce the amount available pursuant to the
revolving line of credit. As of December 31, 2012, the Company had not drawn any amounts on the swing loan.
At December 31, 2012 and 2011, the Company had drawn $0.2 million and $0.1 million under the letter of credit
facility.

Covenants

Qutstanding borrowings on the Loan and Security Agreement (as amended and restated) are secured by
substantially all of the assets of the Company and pledges of certain shares in the Company’s subsidiaries. The Loan
and Security Agreement (as amended and restated) contains certain affirmative and negative covenants to which the
Company must comply. The Company is also required to comply with the following financial covenants:

¢ Minimum total fixed charge coverage ratio (defined as the ratio of EBITDA minus capital expenditures
to the sum of income taxes paid or payable, interest paid, scheduled payments of principal on
indebtedness, as well as Founder Earp-out payments made during the period);
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o Maximum total leverage ratic (defined as the ratio of total debt outstanding to EBITDA); and

+  Maximum amount of capital expenditures that can be incurred during a fiscal year.

The Company was not in comphiance with the fixed charge coverage ratio as of June 30, 2013 and December 31,
2012, However, in July 2013 and August 2013, the Company entered into two amendments to the Loan and
Security Agreement (collectively the “2013 Amendments™) that waived the defanlt of the fixed charge coverage
ratio for those periods. In addition, the 2013 Amendments provided for (i} a minimum EBITDA financial
covenant which required that EBITDA for the 12 month period ended June 30, 2013 not be less than

$37.0 million, (i) modification of the total fixed charge coverage ratio for periods ending September 28, 2013
through maturity, (iiil) modification of the maximum total leverage ratio for the periods ending September 28,
2013 through maturity, and (iv) modification of the annual clean-down requirements of the revolving line of
credit and swing loan to provide for an increase in the eligible amount outstanding from 30 to $16.5 million.

In addition, the 2013 Amendments amended the interest rate on the outstanding term loans to bear interest at the
Company’s option at (i) the Adjusted Base Rate plus the applicable margin of 3.25%, or (i) LIBOR rate plus the
applicable margin of 4.25%. As of September 28, 2013, the interest rates on the term loans were 5.75%. There
were no amendments to the interest rate on the revolving line of credit facilities. As of September 28, 2013, the
interest rates on the revolving loan were 5.75% and 6.50%. The 2013 Amendments also required the Company to
issue at least $10.0 million, but not more than $15.9 million, in Subordinated Notes on or before August 30, 2013
to reduce the outstanding borrowings on the term Joan. Failure to do so required that the maximum borrowing
capacity on the revolving line of credit be reduced to $28.0 million. On August 30, 2013, the Company issued
$10.0 million of Subordinated Notes to certain affiliated investors, including the Stripes Group and the Chief
Executive Officer of the Company, the proceeds of which were applied agamnst the outstanding balance of the
term loan. The Subordinated Notes bear interest at a rate of (1) 10% per annum for the first year and (i1} 20% per
annum for all periods thereafter. Interest accrues quarterly by increasing the principal on the notes. Accrued
interest on the notes was approximately $0.1 million as of September 28, 2013. Principal and interest on the
Subordinated Notes is due at maturity. The Subordinated Notes matare on the one year anniversary of the later of
(i) the term loan maturity date of August 22, 2015 or (it} the revolving line of credit termination date of

August 22, 2015.

In conjunction with the 2013 Amendments, the Company incurred $0.4 million in debt issuance costs related to
the term notes that are being amortized to interest expense, net in the accompanying consolidated statements of
operations over the contractual life of the term loans using the effective interest method. As a result of the 2013
Amendments, the Company recognized $0.4 million through interest expense. net of unamortized debt issuance
costs related to the decrease in principal balance on the term loans to the existing lenders that were freated as a
partial debt extinguishment. The remaining rollover principal balances to the existing lenders were treated as a
debt modification. As of September 28, 2013, the unamortized debt issuance costs related to the term loans were
$0.6 million.

In conjunction with 2013 Amendments, the Company incurred $0.6 million in debt issuance costs related to the
revolving line of credit facilities, which are being amortized over the contractual life of the revolving line of
credit facilities on a straight-line basis. As of September 28, 2013, the unamortized debt issuance costs related to
the revolving line of credit were $1.3 million.

D-29

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043839
244 - 307
AA 1538



Confidential, Produced Pursuant to 12/2013 Protective Order

VIR HOLDINGS, INC.
Notes to Consolidated Financial Statements

Nine Months Ended September 28, 2613 and September 29, 2612 (Unaudited) and the
Years Ended December 31, 2812, 2611 and 26160

In conjunction with 2013 Amendments, other than as previously disclosed, there were no other significant
changes to the swing loan and letter of credit facility. As of September 28, 2013, the Company had not drawn any
amounts on the swing loan. At September 28, 2013, the Company had drawn $0.2 million under the letter of
credit facility.

Scheduled principal payments on outstanding long-term debt borrowings as of December 31, 2012 are as follows
{in thousands):

Year Ending December 31,

2003 $15,000
200 15,000
200 e s 11,250

Total ... $41,250

9.  Commitments and Contingencies
Parchase Commitments

As of September 28, 2013, December 31, 2012 and 2011, the Company has non-cancelable purchase
commitments of $28.5 million, $8.4 million and $10.1 million to purchase finished goods from third-party
vendors. These purchase commitments result from the vendors™ contractual obligation to procure, assemble and
manufacture the Company’s products in advance of anticipated sales.

Lease Commitments

The Company leases office and warehouse spaces under operating leases that provide for futire minimum rental
lease payments under non-cancelable operating leases as of December 31, 2012, are as follows:

Future Minimum

Rental Lease
Year Ending December 31, Payments
{In thousands)

200 e $ 731
2 623
200 e 607
2006 . e 581
2T e 538
Thereafter . ... . ... . . 93¢

Total minimum lease payments . .............. $4,010

Rent expense for the nine months ended September 28, 2013 and September 29, 2012 was $0.5 million and $0.5
million and for the years ended December 31, 2012, 2011 and 2010 was $0.6 million, $0.5 million and $0.3
million.

Rent expense is recognized on a straight-line basis. Total deferred rent as of September 28, 2013, December 31,
2012 and 2011 was $0.3 million, $0.3 million and $0.1 million and is included in other current liabilities in the
accompanying consolidated balance sheet.
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Litigation

The Company is involved in certain legal proceedings from time to time in the normal course of its operations.
The Company believes that the eventual outcome of such proceedings will not have a material adverse effect on
the Company’s consclidated financial position or its consolidated results of operations or cash flows.

On August 5, 2013, VIBH and Parametric anmounced that they had entered into a stock-for-stock merger
agreement pursbant to which VITBH would have an approximately 80% ownership interest and Parametric
shareholders would have an approximately 20% ownership interest in the combined company. Following the
announcement, several of Parametric’s shareholders filed class action lawsuits in California and Nevada seeking
to enjoin the merger. The plaintiffs in each case allege that members of Parametric’s board of directors breached
their fiduciary duties to the shareholders by agreeing to a proposed merger that allegedly undervalues
Parametric. VIBH was named as a defendant in these lawsuits under the theory that VIBH aided and abetted the
Parametric board of directors i allegedly violating their fiduciary duties. At this time, the California cases have
been consolidated in San Diego, the Nevada cases have been consolidated in Las Vegas, and lead counsel has
been appointed for the plaintiffs in each consolidated case. Following the Parametric’s filing of a preliminary
proxy statement with the Securities and Exchange Commission (“SEC”) on November 4, 2013, amended
consolidated complaints were filed on November 14, 2013 in the consolidated action pending in Nevada and on
November 19, 2013 in the consolidated action pending in California. These amended complaints retterate the
samne clatms and seeks the same relief as asserted and sought in the original complaints. On November 20, 2013,
Shana Vasek, a purported shareholder of Parametric, filed a class action lawsuit in the United States District
Court for the District of Nevada, under the caption Vasek v. Parametric Sound Corp., Case No.
2:13-cv-02148-JAD-GWF, naming the same defendants, asserting substantially the same allegations and seeking
substantially the same relief as asserted and sought in the above-referenced consolidated action pending in
Nevada state court. In addition to asserting substantially the same claims for breach of fiduciary duty and aiding
and abetting as asserted in the above-referenced consolidated action pending in Nevada state court, the plaintiff
in the federal court action asserts a claim for violations of Sections 14(a) and 20(a) of the Securities Exchange
Act of 1934 and SEC Rule 14a-9. VIBH believes that the plaintiffs” claims against it are without merit and
intends to vigorously defend itself in litigation. As of September 28, 2013, the Company is unable to estimate a
possible loss or range of possible loss in regards to this matter; therefore, no litigation reserve has been recorded
in the consolidated financial statements.

10. Preferred Stock
Series B Redeemable Preferred Stock

In September 2010, the Company issued 1,000,000 shares of its Series B redeemable preferred stock with a fair
value of $12.4 million. The Series B redeemable preferred stock was recorded at fair value on the date of
issuance,

The Series B redeemable preferred stock is non-voting and does not contain any conversion rights.

The Series B redeemable preferred stock must be redeemed on the earlier of September 28, 2030 or the
occurrence of a liquidation event at its original issue price of $12.425371 per share plus any accrued but unpaid
dividends. Dividends are cummfative and accroe at a rate of 8.0% per annum, compounded quarterly. Dividends
are payable as and when declared by the board of directors of the Company.
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The Company has recorded the Series B redeemable preferred stock as a non-current liability due to its
mandatory redemption provisions for all periods presented. The carryving value of the Series B redeemable
preferred stock is increased at each reporting date for accrued but unpaid dividends. When dividends are paid, the
carrying value of the Series B redeemable preferred stock is decreased. Accrued dividends are recognized
through interest expense in the accompanying consolidated statements of operations at each reporting period
based on the stated dividend rate plus any additional declared dividends.

As of September 28, 2013, December 31, 2012 and 2011, 1,000,000 shares of Series B redeemable preferred
stock are authorized, issued and outstanding. During the year ended December 31, 2012, $2.0 million in
dividends were declared and paid on the Series B redeemable preferred stock. As of September 28

2013, December 31, 2012 and 2011, accrued and unpaid dividends are $1.0 million, $0.3 million and $1.2
million.

For the nine months ended September 28, 2013 and September 29, 2012 and for the year ended December 31,
2012, 2011 and 2010, the Company recognized $0.8 million, $0.8 million, $1.0 million, $1.0 million and $0.2
million of interest expense in the accompanying consolidated statements of operations on the Series B
redeemable preferred stock.

Series A Convertible Preferred Stock

In September 2010, the Company issued 48,689,555 shares of its Series A convertible preferred stock for
agpregate proceeds of $24.3 million.

For the year ended December 31, 2012, $22.6 million of dividends were declared and paid on the Series A
convertible preferred stock. There are no accrued but unpaid dividends on the Series A convertible preferred
stock for any periods presented.

The Series A convertible preferred stock was recorded at fair value on the date of issuance, net of issnance costs.
Shares of the Series A convertible preferred stock are not currently redeemable. The Series A convertible
preferred stock is classified outside of stockholders” (deficit) equity because, in the event of certain “liquidation
events” that are not solely within the Company's control (including merger, acquisition, or sale of all or
substantially all of the Company’s assets), the shares would become redeemable at the option of the holders. The
Company has not adjusted the carrying values of the Series A convertible preferred stock to its deemed
liquidation values since a liquidation event was not probable as of any of the balance sheet dates. Subsequent
adjustments to increase or decrease the carrying values to the ultimate liquidation values will be made only if and
when it becomes probable that such a liquidation event will occur.

The various rights, preferences, and privileges of the Series A convertible preferred stock are as follows:

Ligquidation Rights

Upon any voluntary or involuntary liquidation, dissolution, or winding-up of the corporation, each holder of
Series B redeemable preferred stock shall be entitled to payment of the Series B redemption price for such
shares of Series B redeemable preferred stock before any distribution or payment is made on any shares of
common stock or Series A convertible preferred stock. If the corporation does not have sufficient assets to
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redeem the Series B redeemable preferred stock, then the entire assets available for distribution shall be
distributed pro rata among the holders of the Series B redeemable preferred shares.

Once payment is made to the holders of the Series B redeemable preferred stock, the holders of the Series A
convertible preferred stock are entitled to be paid an amount in cash equal to the higher of either (1) the
aggregate liquidation preference of $0.50 per share plus all declared and unpaid dividends on all shares of
Series A convertible preferred stock held by such holder before any distribution or payment is made upon
any shares of common stock or (i1) such holder’s pro rata amount of any assets of the corporation available
for distribution assuming that immediately prior to such liquidation event each share of Series A convertible
preferred stock then outstanding had been converted into the number of shares of common stock issuable
upon conversion of shares of Series A convertible preferred stock. If upon any such liquidation event, the
corporation’s assets are insufficient to permit payment to such holders of the aggregate amount that they are
entitled to be paid, then the entire assets available for distribution to the corporation’s stockholders shall be
distributed pro rata among the holders of the Series A convertible preferred stock based upon the aggregate
hquidation preference plus all declared and unpaid dividends on the shares of Series A convertible preterred
stock held by each such holder.

A liguidation event is defined as any acquisition of the corporation by means of merger or other form of
corporate reorganization in which the outstanding shares of the corporation are exchanged for securities or
other consideration issued, or caused to be issued, by the acquiring corporation or its subsidiary (other than
a reincorporation fransaction} or a sale of all or substantially all of the assets of the corporation.

Conversion Rights

At any time and from time to time (including upon or in connection with a liquidation event), any holder of shares
of Series A convertible preferred stock may convert all or any portion of the Series A convertible preferred stock
held by such holder into a number of shares of common stock computed by multiplying the number of shares of
Series A convertible preferred stock to be converted by the liquidation value of $0.50 per share, plus any declared
but unpaid dividends) and dividing the result by the original conversion price of $0.50 per share. The conversion
price per share for Series A convertible preferred stock shall be adjusted for certain recapitalizations, sphits,
combinations, common stock dividends, or similar events. At the current conversion prices, each share of Series
A convertible preferred stock will convert on a one-for-one basis into common stock.

Each share of convertible preferred stock shall antomatically be converted into shares of common stock at
the then-effective conversion price upon the date and time, or the occurrence of an event, specified by vote
or written consent of the holders of at least a majority of the then outstanding shares of Series A convertible
preferred stock.

‘oting Rights

Each share of Series A convertible preferred stock has a number of votes equal to the number of shares of
common stock into which it is convertible. Certain holders of the Series A convertible preferred stock,
voting together as a single class on an as-if-converted basis, have the right to elect three directors. Certain
holders of the common stock, voting together as a single class, have the right to elect two directors.
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Dividend Rights

No dividends or other distributions shall be declared by the board of directors at any time while any shares
of Series B redeemable preferred stock are outstanding unless the 8.0% cumulative dividends on the Series
B Original Issue Price of $12.425371 per share have been paid to the holders of the Series B redeemable
preferred stock,

As and when dividends are declared or paid with respect to the Series A convertible preferred stock, the
holders of the Series A convertible preferred stock shall be entitled to participate in sach dividends ratably
on a per-share basis with respect to the shares of Series A convertible preferred stock. Dividends are payable
only when and if declared by the board of directors.

No dividends or other distributions shall be declared by the board of directors on any shares of common
stock at any time any shares of series A convertible preferred stock are outstanding unless, a pro rata
amount, on an as-converied basis, has been paid or declared and set apart for payment on the shares of
Series A convertible preferred stock.

Redemption Rights

The Series A convertible preferred stock is not mandatorily redeemable except in the event of certain
liquidation events. If a deemed liguidation event were to become probable to occur, the Company would
need to reassess the ASC 480 definition of being a mandatorily redeemable financial instrument as
redemption would become “an event certain to occur.”

1i. Common Stock
Shares Reserved for Issuance

Shares of common stock reserved for future issuance, on an as-converted basis, are as follows:

As of September 28, As of Becember 31,
2013 2012 2611
{Unaudited)
Shares reserved for future issuance under the equity incentive
Plan . 3,949,020 4,543,324 3,814,846
Outstanding stock options .......... .. ... . i il 11,050,980 10,436,676 3,241,611
Conversion of Series A convertible preferred stock ............ 48,689,555 48,689,555 48,689,555

63,689,555 63,689,555 55,746,012

Dividends

Dividends on common stock declared and paid by the Company’s board of directors were $16.4 million for the
year ended December 31, 2012 on common stock. There were no other dividends declared or paid by the board
of directors for any other periods.

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043844
244 - 312

AA 1543



Confidential, Produced Pursuant to 12/2013 Protective Order

VTB HOLDINGS, INC.

Notes to Consolidated Financial Statements

Nine Months Ended September 28, 2613 and September 29, 2612 (Unaudited) and the
Years Ended December 31, 2812, 2611 and 26160

12. Stock-Based Compensation

The Company recognized stock-based compensation for employees and non-employees in connection with the
2011 Equity Incentive Plan (the “2011 Plan™} in the accompanying consolidated statements of operations as
follows:

Niue Months Ended Year Ended December 31,
September 28, Seplember 29,
13 2 2612 2611 2010
{(Unaudited)
(In thousands)
Costofrevenue ........................ $ 56 $ 40 $ 60 $ 19 $-—
Selling and marketing . .......... .. .. ... 251 207 281 132 —
Productdevelopment .................... 249 88 121 77 —
General and administrative ............... 1.363 67 523 3521 -
Total stock-based compensation ....... $1.919 $402 $985 $3,749 $—

Determination of Fair Value

The estimated grant date fair value of the stock-based awards granted was calculated based on the assumptions
discussed below:

Nine Months Eaded Year Ended December 31,
September 28,  September 29,
2013 2012 2012 2011
{(Unaudited)

Expected term (inyears) .................... 6.0 N/A 6.0 6.0
Risk-free interestrate ... .. .......ovinnn... 1.0%-1.1% N/A 0.8%-1.1% 1.5%-2.4%
Expected volatility . ........ ... ... . ... 50.4%-50.5% N/A 50.5%-51.1% 51.2%-52.4%
Dividendrate ........ ... ... ... .. 0% N/iA 0% 0%

The fair value of each grant of the stock options was determined by the Company’s board of directors using the
Black-Scholes option-pricing model and assumptions discussed below. Each of these inputs is subjective and
generally requires significant judgment to determine.

Fair value of common stock — Because there has been no public market for the Company’s common stock,
the board of directors has determined the fair value of the common stock at the time of grant of the option
by considering a number of objective and subjective factors, valuations of comparable companies, operating
and financial performance, the lack of hquidity of capital stock and general and industry specific economic
outlook. The fair value of the underlying common stock will be determined by the board of directors until
such time as the Company’s common stock is listed on an established stock exchange or national market
system.

Expected Term — The expected term represents the period that its stock-based awards are expected to be
outstanding. The Company estimates the expected term for its equity incentive grants based on a study of

several unrelated public peer companies within the Company’s industry that the Company considers to be
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comparable to its business and the historical data on employee exercises and post-vesting employment
termination behavior taking into account the contractual life of the award.

Risk-Free Interest Rate — The risk-free interest rate is based on the interest yield in effect at the date of grant
for zero coupon U.S. Treasury notes with maturities approximately equal to the option’s expected term.

Expected Volatility — Since the Company does not have a trading history for its common stock, the expected
volatility was derived from the historical stock volatilities of several unrelated public companies within the
Company’s industry that are considered to be comparable to the Company’s business over a period
equivalent to the expected term of the stock option grants.

Dividend Rate — The expected dividend was assumed to be zero based on the fact that the Company’s credit
agreement prohibits the payment of dividends. Thus, a zero dividend yield is assumed in the stock option
fair value computations.

The Company estimates its forfeiture rate based on an analysis of actual forfertures and will continue to evaluate
the adequacy of the forfeiture rate based on actual forfeiture experience, analysis of employee turnover behavior,
and other factors. The impact from any forfeiture rate adjustment would be recognized in full in the period of
adjustment and if the actual number of future forfeitures differs from estimates, the Company might be required
to record adjustments to stock-based compensation in futare periods.

2011 Plan

In January 2011, the Company adopted the 2011 Plan that covers certain employees, consultants and directors of
the Company who are entitied to stock options and restricted stock, as applicable, pursuant to the provisions of
respective award agreements. The 2011 Plan is sharcholder-approved, which permits the granting of nonqualified
stock options and restricted stock to the Company’s Participants of up to 15.000,000 shares, 15,000.000 shares
and 7,056,457 shares of common stock for the nine months ended September 28, 2013 and for the years ended
December 31, 2012 and 2011.

Stock options are time-based and exercisable within ten years of the date of grant, but only to the extent they
have vested. The options generally vest as specified in the option agreements or upon a change in control of the
Company, subject to continued employment with the Company.

In the event participants in the 2011 Plan cease to be employed or engaged by the Company, then all of the
options would be forfeited if they are not exercised within 90 days.
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The following table summarizes stock option activity for the nine months ended September 28, 2013 and for the
vears ended December 31, 2012 and 2011:

Optivns Qutsiunding

Nember of Weighted-
Shares Average
Underlying Remaining  Aggregate
Shares Available Ouisianding Weighted-Average Contractual  Intrinsic
for Grant Options Exercise Price Term Value
{In years}

Qutstanding — December 31,2010 .......  — S — S  J— -

Authorized option pool under 2011

Equity Incentive Plan .. .. .. ... .. 7,056,457

Granted . ... ... . o i (5,975,982 5,975,982 0.50

Forfeited ....................... 2,734,371 (2,734,371) 0.50
Outstanding ~ December 31, 2011 ..... .. 3,814,846 3,241,611 0.50 9.17 4,149,262

Additional options authorized . ... .. 7.943,543

Granted ...... ...t n.. (7.656,094) 7,656,094 2.03

Forfeited ....................... 441,029 (441,029 (.50
Qutstanding — December 31, 2012 .. ... .. 4,543,324 10,456,676 1.62 9.29 5,842,409

Granted (unaundited) .............. (1,175,000) 1,175,600 2.01

Forfeited (unaudited) ............. 580,696 (580,696) 0.50
Outstanding — September 28, 2013

(unaundited) .. ... ... .. .. ... 3.949,020 11,050,980 1.68 8.63 447 661
Vested and expected to
vest — December 31,2012 ........... 10,456,676 $1.62 .29 $5.842.409

Exercisable ~ December 31, 2012 ... ... 1,320,169 $0.50 814 $2214.695

Vested and expected to vest —

September 28, 2013 (unaudited) ...... 11,050,980 $1.68 8.63 $ 447,661

Exercisable — September 28, 2013
(umauadited) .. ... ... . oo 3,622,253 $1.34 8.03  $1,376,908

The weighted-average grant-date fair value of options granted to employees for the nine months ended
September 28, 2013 and September 29, 2012 was $1.16 and $1.03 per share, respectively. For the years ended
December 31, 2012 and 2011 the weighted-average grant-date fair value of options granted was $1.02 and $0.46
per share. The aggregate fair value of stock options which vested for the nine months ended September 28, 2013
and September 29, 2012 was $2.3 million and $0.5 million and for the years ended December 31, 2012 and 2011
was $0.5 million and $0.4 million. None of the Company’s stock options have been exercised.

The income tax benefit related to share-based compensation expense was $0.5 million, $0.1 million, $0.4 million
and $1.4 million for September 28, 2013 and September 29, 2012 and December 31, 2012 and 2011. As of
September 28, 2013 and December 31, 2012, the Company has stock-based compensation of $7.3 million and
$8.1 million related to unvested stock options, net of estimated forfeitures, that the Company expects to
recognize over a weighted-average period of 2.6 vears and 3.0 years.
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The following table summarizes additional information regarding outstanding and exercisable options under the
2011 Plan as of September 28, 2013 (unaudited):

Options Outstanding Options Exercisable
Number of
Shares Weighted- Number of

Underlying Average Weighted- Shares Weighted-

Outstanding Remsuining Average Exercise Underlying Average Exercise
Exercise Prices Options Contractoal Life  Priceper Share  Vested Options  Price Per Share

{In Years)

$0.50 2,484,503 7.45 $0.50 1,637,535 $0.50
$2.01 7,905,448 8.96 $2.01 1,682,612 $2.01
$2.16 661.029 .02 $2.16 302,106 $2.16

Restrieted Stock

During the year ended December 31, 2011, the board of directors issued 2,822,582 shares of restricted common
stock to one of the directors of VTB, in the capacity of consultant director at a fair value of $1.21 per share.
Restricted stock was valued with a price equal to the estimated fair value of the Company’s common stock at the
date of grant. This restricted stock vested immediately upon its issuance and the Company recognized stock-
based compensation of $3.4 million for the year ended December 31, 201 1.

13. 2011 Phantom Equity Appreciation Plan

In November 2011, the Company adopted a 2011 Phantom Equity Appreciation Plan that covers certain
employees, consultants, and directors (“Participants™) of the Company who are entitled to phantom units, as
applicable, pursuant to the provisions of respective award agreements. This Phantom Equity Appreciation Plan is
sharcholder-approved, which permits the granting of phantom units to the Company’s Participants of up to
1,500,000 vnits, 1,500,000 units and 991,692 units for the nine months ended September 28, 2013 and for the
years ended December 31, 2012 and 201 1. Under the plan, eligible participants are granted a plan unit at an
exercise price which vests over a period of time, generally four years. Upon a change in control, meaning any
event that constitutes a qualifying liquidation event, the participant will earn and be paid a cash bonus for the
vested plan units that is equal to the difference between the exercise price of the plan on the date of grant and the
fair market value of the plan unit on the date of the change in control event. The amount of the cash bonus
payment may be reduced for the amount of required employee payroll withholding tax.

If Participants incur a termination of service for any reason (excluding a termination for cause), (i) the
Participants unvested phantom units shall immediately terminate and be cancelled for no consideration and

(11) the Participants’ vested phantom units shall remain outstanding until a change of control. If Participants are
terminated for cause, the Participants shall forfeit their entire award, including all vested and unvested phantom
units.

As of September 28, 2013 and December 31, 2012, 1,255,280, and 1,389,702 units of the Company at a
weighted-average exercise price of $0.89 and $0.93 have been granted and are outstanding. No phantom units
were granted during the year ended December 31, 2011, As of September 28, 2013 and December 31, 2012, all
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Years Ended December 31, 2812, 2611 and 26160

compensation expense related to the Phantom Equity Appreciation Plan units remained unrecognized because as
of those dates the Company did not believe the change in control event was probable of occurring. If the change
in control had occurred on September 28, 2013 or December 31, 2012, the Company would have recognized
$1.0 million and $0.5 million of compensation expense for the vested phantom units based on the fair value of
the Company’s common stock as determined by the board of directors of $1.72 per share and $2.18 per share as

of September 28, 2013 and December 31, 2012.

14. Net (Loss) Income per Share of Common Stock

The following table sets forth the computation of basic and diluted net (Joss) income per share of common stock
attributable to common stockholders:

Nine Months Ended Year Ended December 31,
September 28, Septerber 29, 2010
2013 2012 2012 2011 As Restated
{Unaudited}
{In thousands, except per share data)
Numerator:
Basic and diluted:
Net(loss)come ............cviunnn.. $(7.044) $ 9,280 $26460 $ 21,554 $ 10,122
Noncumulative dividends on Series A
convertible preferred stock ............ — 22,627y (22,627) — —_
Undistributed earnings allocated to Series A
convertible preferred stock ... .. ... e — (2,222) (12.699) (783)
Net (foss) income atiributable to
common stockholders, basic and
difuted ... $(7.044)  $(13.,338) 3 1,611 % 8855 § 9,339
Basic:

Weighted-average shares used in computing net
(loss) income per share attributable to common
stockholders, basic ........... ... ... . ... 35,282 35,282 35,282 33952 127,356

Diluted:
Weighted-average shares used in computing
net (loss) income per share attributable to

common stockholders, basic ........... 35,282 35,282 35,282 33,952 127,356
Add weighted-average effect of dilutive
SECUrities .. ... ... ... ... ... —_ — 983 Q72 —_

Weighted-average shares used in computing net
(loss) mcome per share attributable to common

stockholders, dilated ... .. ... ... .. ... 35,282 35,282 36,265 34924 127,356
Net (loss) income per share attributable to common
stockholders:
Basic .. ... ... $ (0200 $ (038 & 005% 026 % 007
Diluted ... ... $ 0200 % (038 3 004 % 025§ 007

The net (loss) income per share attributable to common stockholders in 2010 reflects the 47.1:1 stock split on
convertible Series A convertible preferred stock.
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The following weighted-average shares of common stock equivalents were excluded from the computation of

diluted net (loss) income per share of common stock for the periods presented because including them would
have been antidilutive (in thousands):

Nise Months Ended Year Ended Becember 31,
September 28, September 29,
2013 2012 2612 2011 2010
(Unaudited)
Stock options to purchase common stock ........ ... ... 10,915 1,142 2,779 265 e

15, Income Taxes

The geographical breakdown of income before the provision for income taxes is as follows:

Years Ended December 31,

2016
2012 2011 As Restated
{In thousands)
Domestic ... §$39,626  §35,336 $17.706
Foreign ... . . 842 — —
Income before provision for income taxes ...... 340,468  $35.336 $17.706
The components of the provision for income taxes are as follows:
Years Ended December 31,
2010
2612 2611 As Restated
{In thousands}
Current:
Federal ... ... .. ... i $13,660  $13,752 $ 9.876
STAE « ot 1.510 1418 1,152
Foreign ... .ot i 436 — —
Totalcurrent ... .. 15,606 15,170 11,028
Deferred:
Federal ...... ... i (1,148) (1,358) (3,261)
SHAtE .« .ot (120) (30) (183)
FOreign .« .o o v e (330 e —
Totaldeferred ................ ... .... (1,598) (1,388) (3.444)
Total provision for income taxes ...... $14.008 $13,782 $ 7.584
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The reconciliation of federal statutory income tax provision to the Company’s effective income tax provision is
as follows:

Years Ended Becember 31,

2010
2012 2011 As Restated
{In thousands}
U.S. federal taxes at statutory taxrate ... ........... $14,024  $12,368 $6,197
State taxes, net of federalbenefit . ................ 904 902 511
Foreign tax rate differential ... ... ... Lo oL 49) — —
Gain on bargain purchase .........c...ciieiinn (804) — —
Permanentandother . ..... ... ... ... ... ... ... (67) 512 876
Provision for income taxes .................. $14,008  $13,782 $7,584

The following table presents the breakdown between current and non-current deferred tax assets and liabilities:

As of Deceraber 31,

2012 2013
{(In thousands)
Deferred tax assets, CHITENE ...\ v vvnr e rnnn e iienenenns $4,452  $2,672
Deferred tax assets, DON-CUITENT .. .. . ovttrenerenernnn. 2,266 3,197
Deferred tax liabilities, non-current . ... ................. (1,174) (536)

Total net deferred tax assets . ... ... .. . ... ... $ 5,544 5,333

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and
liabilities are presented below:

As of Becember 31,

2012 2011
{In thousands)
Deferred tax assets:
Allowance for doubtful accounts ....................... $ 84 § 38
Inventory ... ..o 1,093 548
Compensation accrual ... Lo o i i i 2.830 3,738
Accrualsandother ... ... . . . 3,204 1,552
Netdeferredtax assets ... ... .. . ... 7,211 5,876
Deferred tax liabilities:
Property and equipment ... ........0 e na.. (493) (543)
Intangible assets ........ ... .. . . ool (1,174) —
Net deferred tax liabilities ................  (L66T) | (543)
Net deferred tax assets ..o v oo e oo, $ 5,544  $5,333

As of December 31, 2012 and 2011, the Company did not have any net operating loss carryforwards from prior
years.
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The Company intends to indefinitely reinvest earnings from foreign subsidiaries and, accordingly. no related
provision for U.S. federal and state income taxes has been provided on such earnings. Upon distribution of those
earnings in the form of dividends or otherwise, the Company may be subject to both U.S. income taxes (subject
to an adjustiment for foreign tax credits) and withholding taxes in the various countries. At December 31, 2012,
the undistributed eamings approximated $2.6 million. There were no undistributed earnings at December 31,
2011. The determination of the future tax consequences of the remittance of these eamings is not practicable.

Uncertain Tax Positions

The following is a reconciliation of the beginning and ending amount of total gross unrecognized tax benefit

liabilities:
As of IBecember 31,
2812 2011 2018
{In thousands)
Gross unrecognized tax benefit — beginning balance . ... ... .. $1,069 & 521 $—
Increases related to tax positions taken during current year .. .. 399 548 521
Gross unrecognized tax benefit — ending balance ........ $1.468  $1,069  $521

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in the income fax
provision. As of December 31, 2012, the Company had $1.5 million of uncertain tax positions of which

$1.0 million represent the amount that, if recognized, would impact the effective income tax rate in future
periods. While 1t is often difficult to predict the final outcome of any particular uncertain tax position, the
Company does not believe that the amount of unrecognized tax benefits will change significantly in the next
twelve months. Interest and penalty accrued for the periods presented were insignificant.

The Company files income tax returns in the U.S. federal, various states and foreign tax jurisdictions. The
Company is subject to U.S. federal income tax examination for the 2009 through 2012 tax years. Additionally,
the Company is subject to various state income tax examinations for the 2008 through 2012 tax years.

16. Defined Contribution Plans

V'TB maintains a defined contribution 401(k) profit sharing plan (the “Plan™) for all employees who are over the
age of 21. Participants may make voluntary contributions up to the maximum amount allowable by law. The
Company may make contributions to the Plan on a discretionary basis that vest to the participants ratably over a
six-year graded vesting schedule, beginning with the second vear of participation. The Company made an
employer match to the Plan which was insignificant for all periods presented.

Lygo operates a defined contribution pension plan and the pension charge represents the amounts payable by the
company to the fund in respect of the year. The assets of the plan are held separately from those of Lygo in an
independently administered fund. Pension costs for the nine months ended September 28, 2013 and for the year
ended December 31, 2012 were insignificant.
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17. Geographical Information

The following table represents total revenues based on where customers are physically located:

Nine Months Ended Year Ended December 31,
September 28, September 29, 2010
2013 2012 2082 2011 As Restated
{(Unsudited)
{In thousands)

United States ... ..o $61,330 $65.876 $146,365  $131,115 $78,876
Burope ... . ool 25,682 24,362 50,874 27.900 12,135
Other ... ... . 5,340 6,861 9,897 7,106 859
Totalrevenues . ... ... ... $92.352 $97,099 $207,136  $166,121 $91,870

Revenues earned in the United Kingdom comprised $15.0 million and $27.1 million for the nine months ended
September 28, 2013 and for the year ended December 31, 2012, No other country outside of the United States
comprised 10% or greater of total revenues for the nine months ended September 28, 2013 and September 29,
2012 and for the years ended December 31, 2012, 2011 and 2010.

Property and equipment, net by Jocation are summarized as follows:

As of September 28, As of December 31,
2013 2012 2011

{Unandited}
(In thousands)

United States .. ... ..ttt $6,102 $5.006  $1,210

Ching ...t e e e e et 596 657 470

UnitedKingdom . .. .......ooivin v, 100 69
Total property and equipment, net .......... $6.798 $5,732  $1.680

18. Related Party

For the year ended December 31, 2012, the Company incurred consulting fees of $0.3 million towards
professional services provided by one of its sharcholders.
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PARAMETRIC SOUND CORPORATI()N
2013 STOCK-BASED
INCENTIVE COMPENSATION PLAN

1. Purpose of the Plan

The purpose of the Plan s to assist the Company, its Subsidiaries and Affiliates in attracting and retaining
vajued Employees, Consultants and Non-Employee Directors by offering them a greater stake in the Company’s
success and a closer identity with it, and to encourage ownership of the Company’s stock by such Employees,
Consultants and Non-Emplovee Directors. On and after the Effective Date, no further grants shall be made under
the Prior Plans, which shall remain in effect solely as to outstanding Options thereunder.

2. Definitions

As used herein, the following definitions shall apply:

2.1. “Affiliate” means any entity other than the Subsidiaries in which the Company has a substantial
direct or indirect equity interest, as determined by the Board.

2.2. “Award” means a grant of Common Stock, Deferred Stock, Restricted Stock, Restricted Stock
Units, Options or SARSs under the Plan.

2.3. “Award Agreement” means the written agreement, instrument or document evidencing an Award
or Prior Plan Award, including any such item in an electronic medinm.

24. “Board” means the Board of Directors of the Company.

2.5. “Change in Control” means, after the Effective Date (and the consummation of the transactions
described in the Agreement and Plan of Merger by and among the Company, Paris Acquisition Corp. and VTB
Holdings, Inc., dated as of August 5, 2013, which shall not be treated as a Change in Control for purposes of the
Plan), any of the following events:

{(a) a “person” (as such term in used in Sections 13(d) and 14(d) of the 1934 Act), other than a
trustee or other fiduciary holding securities under an employee benefit plan of the Company or a corporation
owned, directly or mdirectly, by the stockholders of the Company in substantially the same proportions as their
ownership of stock of the Company, is or becomes the “beneficial owner” (as defined in Rule 13D-3 under the
1934 Act), directly or indirectly, of securities of the Company representing fifty percent (50%) or more of the
combined voting power of the Company’s then outstanding securities; or

(b) during any period of two consecutive years, individuals who at the beginning of such period
constitute the Board and any new director (other than a director designated by a person who has entered into an
agreement with the Company to effect a transaction described in Section 2.5(a), Section 2.5(c} or Section 2.5(d)
hereof) whose election by the Board or nomination for election by the Company’s stockholders was approved by
a vote of at least two-thirds of the directors then still in office who either were directors at the beginning of the
period or whose election or nomination for election was previously approved, cease for any reason to constitute a
majority thereof, or

(c) the Company merges or consolidates with any other corporation, other than in a merger or
consolidation that would result in the voting securities of the Company outstanding immediately prior thereto
continuing to represent {either by remaining outstanding or by being converted into voting securities of the
surviving entity) at least fifty percent (50%) of the combined voting power of the voting securities of the
Company or such surviving entity outstanding immediately after such merger or consolidation; or
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(d) the complete liquidation of the Company or the sale or other disposition of all or substantially
all of the Company’s assets.

(e) Notwithstanding anything in the Plan or an Award Agreement to the contrary, it an Award is
subject to Section 409A of the Code. no event that, but for this Section, would be a Change in Control as defined
mn the Plan or the Award Agreement, as applicable, shall be a Change in Control unless such event is also a
“change in control event” as defined in Section 409A of the Code.

2.6. “Code” means the Internal Revenue Code of 1986, as amended, and the Treasury regulations
promulgated thereumder. A reference to any provision of the Code or the Treasury regulations promulgated
thereunder shall include reference to any successor provision of the Code or the Treasury regunlations.

2.7. “Committee” means the committee designated by the Board to administer the Plan under
Section 4.

2.8. “Common Stock™ means the common stock of the Company, par value $0.001 per share, or such
other class or kind of shares or other securities resulting from the application of Section 13.

2.9. “Company” means Parametric Sound Corporation, a Nevada corporation, or any successor
corporation.

2.10. “Consultant” means an mdividual who renders services to the Company, a Subsidiary or an
Affiliate as a consultant, advisor or independent contractor.

2.11. “Deferral Period” means the period during which the receipt of a Deferred Stock Award under
Section 7 will be deferred.

2.12. “Deferred Stock” means Common Stock to be delivered at the end of a Deferral Period and
awarded by the Committee under Section 7.

2.13. “Effective Date” has the meaning set forth in Section 25.

2.14. “Employee” means an individual, including an officer or director, who is employed by the
Company. a Subsidiary or an Affiliate.

2.15. “Fair Market Value” means the fair market value of Common Stock determined by such methods
or procedures as shall be established from time to time by the Committee in good faith and in accordance with
applicable law. Unless otherwise determined by the Committee, the Fair Market Value of Common Stock shall
mean, on any given date, the closing price of a share of Common Stock on the principal national securities
exchange on which the Common Stock is listed on such date or, if Common Stock was not traded on such date,
on the last preceding day on which the Common Stock was traded.

2.16. “Incentive Stock Option” means an Option or a pastion thereof intended to meet the requirements
of an incentive stock option as defined in Section 422 of the Code and designated as an Incentive Stock Option in
the applicable Award Agreement.

2.17. %1934 Act” means the Securities Exchange Act of 1934, as amended, and the rules promulgated
thereunder. A reference to any provision of the 1934 Act or rule promulgated under the 1934 Act shall include
reference to any successor provision or rule.

2.18. “Non-Employee Director” means a member of the Board who meets the definition of a “non-

employee director” under Rule 16b-3(b)(3) promulgated by the Securities and Exchange Commission under the
1934 Act.
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2.19. “Non-Qualified Option” means an Option or a portion thereof not intended to be an Incentive
Stock Option and designated as a Non-Qualified Option in the applicable Award Agreemnent.

2.20. “Option” means a right to purchase a specified number of shares of Common Stock: at a specified
price awarded by the Committee under Section 10 of the Plan.

2.21. “Participant” means any Employee, Consultant or Non-Employee Director who receives an
Award.

2.22. “Performance Cycle” means the period selected by the Committee during which the performance
of the Company, any Subsidiary, any Affiliate or any business unit thereof, or any imdividual is measured for the
purpose of determining the extent to which a Performance Goal has been achieved.

2.23. “Performance Goal” means a goal that must be met by the end of a period specified by the
Comunittee (but that is substantially uncertain of being met before the grant of the Award) and that, in the case of
Qualified Performance-Based Awards, must be based upon any one or more of the following as they relate to the
Company, its Subsidiaries or Affiliates (or any business unit or department thereof): (i) stock price, (ii) market
share, (iii) sales, (iv) earnings per share, (v) diluted earnings per share, (vi) diluted net income per share,

(vii) return on stockholder equity, (Viii) costs, (ix) cash flow, (x) return on total assets, (xi) return on capital or
invested capital, (xii) return on net assets, (xiii) operating income, (Xiv) net income, (Xv) earnings (or net income)
before interest, taxes, depreciation and amortization, (Xvi) improvements in capital structure, (Xvii) gross,
operating or other margins, (xviii) budget and expense management, (xix) productivity ratios, (xx) working
capital targets, (xxi) enterprise value, (xxii) safety record, (xxiit) completion of acquisitions or business
expansion of the company, our subsidiaries or affiliates {or any business unit or department thereof)

(xxiv) economic value added or other value added measurements, (xxv) expense targets, (Xxvi) operating
efficiency, (xxvii) regulatory body approvals for commercialization of products (xxviii) implementation or
completion of critical projects or related milestones, (xxix) quality control, (xxx) supply chain achievements and
(xxxi) marketing and distribution of products, in all cases, whether measured absolately or relative to an index or
peer group. The Committee shall have discretion to determinte the specific targets with respect to each of these
categories of Performance Goals. Performance Goals with respect to Awards that are not mtended to be Qualified
Performance-Based Awards may be based on one or more of the preceding measures or any other measure that
the Committee ntay determirte in its sole discretion. If the Committee determines that a change in the business.
operations, corporate structure or capital structure of the Company, or the manner in which it conducts its
business, or other events or circumstances render the Performance Goals unsuitable, the Committee may modify
such Performance Goals or the related minimum acceptable level of achievement, in whole or in part, as the
Committee deems appropriate and equitable.

2.24. “Plan” means the Parametric Sound Corporation 2013 Stock-Based Incentive Compensation Plan
herein set forth, as amended from time to time.

2.25. “Prior Plans” means the 2010 Stock Option Plan of Parametric Sound Corporation and the 2012
Stock Option Plan of Parametric Sound Corporation, in each case as amended.

2.26. “Prior Plan Award” means an “Option” as defined in the applicable Prior Plan.

2.27. “Qualified Performance-Based Award” means an Award or portion of an Award that is intended
to satisfy the requiremnents for “qualified performance-based compensation” under Section 162(m) of the Code.

2.28. “Restricted Stock”™ means Common Stock awarded by the Committee under Section § of the Plan.

2.29. “Restricted Stock Unit” means the right to a payment in Common Stock or in cash, orin a
combination thereof, awarded by the Committee under Section 9 of the Plan.
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2.30. “Restriction Period” means the period during which Restricted Stock awarded under Section 8 of
the Plan and Restricted Stock Units awarded under Section 9 of the Plan are subject to forfeiture.

2.31. “SAR” means a stock appreciation right awarded by the Committee under Section 11 of the Plan.

2.32. “Subsidiary” means any corporation (other than the Company), partnership, joint venture or cther
business entity of which 50% or more of the cutstanding voting power is beneficially owned, directly or
indirectly, by the Company.

2.33. “Ten Percent Stockholder” means a person who on any given date owns, either directly or
mdirectly (taking into account the attribution rules contained m Section 424(d) of the Code), stock possessing
more than 10% of the total combined voting power of all classes of stock of the Company or a Subsidiary.

3. Eligibility
Any Employee. Consultant or Non-Employee Director is eligible to receive an Award.

4. Administration and Implementation of Plan

4.1. The Plan shall be administered by the Committee. Any action of the Committee in administering
the Plan shall be final, conclusive and binding on all persons, including the Company, its Subsidiaries and
Aftiliates, their Employees, Consultants and directors, Participants, persons claiming rights from or through
Participants and stockholders of the Company. No member of the Committee shall be personally liable for any
action, determination, or interpretation taken or made in good faith by the Committee with respect to the Plan,
any Awards granted hereonder or any Prior Plan Awards, and all members of the Committee shall be fully
indemnified and protected by the Company in respect of any such action, determination or interpretation.

4.2, Subject to the provisions of the Plan, the Committee shall have full and final authority in its
discretion (a) to select the Employees, Consultants and Non-Employee Directors who will receive Awards
pursuant to the Plan, (b) to determine the type or types of Awards to be granted to each Participant, (¢) to
determine the number of shares of Common Stock to which an Award will relate, the terms and conditions of any
Award granted under the Plan (including, but not limited to, restrictions as to vesting, transferability or forfeiture,
exercisability or settlement of an Award and waivers or accelerations thereof, and waivers of or modifications to
performance conditions refating to an Award, based m each case on such considerations as the Committee shall
determiney and all other matters to be determined in connection with an Award; (d) to determine whether, to
what extent, and under what circumstances an Award may be canceled, forfeited, or surrendered; (e} to determine
whether, and to certify that, Performance Goals to which the settlement of an Award is subject are satistied; (f) to
correct any defect or supply any omission or reconcile any inconsistency in the Plan, and to adopt, amend and
rescind such rules and regulations as, in its opinion, may be advisable in the administration of the Plan; and (g) to
copstrie and interpret the Plan and to make all other determinations as it may deem necessary or advisable for
the administration of the Plan.

4.3. The Committee’s powers shall also include responsibility to determine the effect, if any, of a
Change in Control of the Company upon outstanding Awards. Upon a Change in Control, the Committee may, at
its discretion, (i) fully vest any or all Awards made under the Plan, (if) determine whether all applicable
Performance Goals have been achieved and the applicable level of performance, (iii) cancel any outstanding
Awards in exchange for a cash payment of an amount (including zeroy equal to the difference between the then
Fair Market Value of the Award less the option or base price of the Award, (iv) after having given the Participant
areasonable chance to exercise any vested outstanding Options or SARSs, terminate any or all of the Participant’s
unexercised Options or SARs, (vy where the Company is not the surviving corporation, cause the surviving
corporation to assume all outstanding Awards or replace all outstanding Awards with comparable awards or
(vi) take such other action as the Committee shall determine to be appropriate.
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4.4. The Committee may impose on any Award or the exercise thereof, at the date of grant or
thereafter, such terms and conditions, not inconsistent with the provisions of the Plan, as the Committee shall
determine, including terms requiring forfeiture of Awards in the event of the Participant’s termination of
employment or service with the Company or any Subsidiary or Affiliate; provided, however, that the Committee
shall refain full power to accelerate or waive any such term or condition as it may have previously imposed,
including, without lunitation, any vesting period. All Awards shall be evidenced by an Award Agreement. The
right of a Participant to exercise or receive a grant or settlement of any Award, and the timing thereof, may be
subject to such Performance Goals as may be specified by the Committee.

4.5. To the extent permitted by applicable law, the Committee may delegate some or all of its authority
with respect to the Plan and Awards to any executive officer of the Company or any other person or persons
designated by the Committee, in each case, acting individually or as a committee, provided that the Committee
may not delegate its anthority hereunder to make awards to Employees who are (i) “officers” as defined in Rule
16a-1(f) under the 1934 Act, (ii) “covered employees” within the meaning of Section 162(m) of the Code or
(ii1) officers or other Employees who are delegated authority by the Committee pursuant to this Section. Any
delegation hereunder shall be subject to the restrictions and limits that the Committee specifies at the time of
such delegation or thereafter. The Conunittee may at any time rescind the authority delegated to any person
pursuant to this Section. Any action undertaken by any such person or persons in accordance with the
Committee’s delegation of authority pursuant to this Section shall have the same force and effect as if undertaken
directly by the Committee.

5. Shares of Stock Subject to the Plan

5.1. Subject to adjustment as provided in Section 13, the total number of shares of Common Stock
available for Awards and Prior Plan Awards under the Plan shall be 2,250,000 plus the number of shares that
were authorized but unissued under the Prior Plans.

5.2. Subject to adjustment as provided in Section 13, (i} the maximum munber of shares of Common
Stock available for Awards that are intended to be Incentive Stock Options shall not exceed 2,250,000 and
(ii) the maximum number of shares of Common Stock available for Awards that may be granied w any
mdividual Participant shall not exceed 450,000 during any calendar year.

5.3, If any shares subject to an Award or Prior Plan Award are forfeited or such Award otherwise
terminates, any shares counted against the number of shares available for issuance pursuant to the Plan with
respect to such Award or Prior Plan Award shall, to the extent of any such forfeiture or termination, again be
available for Awards under the Plan; provided, however, that the Committee may adopt procedures for the
counting of shares relating to any Award to ensure appropriate counting, avoid double counting, and provide for
adjustments in any case in which the number of shares actually distributed differs from the nomber of shares
previously counted in connection with such Award. SARs or Restricted Stock Units to be settled in shares of
Cominon Stock shall be counted in full against the number of shares available for award under the Plan,
regardless of the number of shares of Common Stock issued upon settlement of the SAR or Restricted Stock
Unit. If any shares subject to an Award or Prior Plan Award are retained or reacquired by the Company in
payment of an exercise price or satisfaction of a withholding or other tax obligation in connection with any
Award, such shares shall not be made available for future Awards under the Plan.

5.4. Any shares issued hereunder may consist, in whole or in part, of authorized and unissued shares or
treasury shares. Any shares issued by the Company through the assumption or substitution of outstanding grants
in connection with the acquisition of another entity shall not reduce the maximum number of shares available for
delivery under the Plan.

6. Common Stock

An Award of Common Stock is a grant by the Company of a specified number of shares of Common Stock
to the Participant, which shares are not subject to forfeiture except as set forth in Section 21. Upon the Award of
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Common Stock, the Committee may direct the number of shares of Common Stock subject to such Award be
issued to the Participant, designating the Participant as the registered owner. The Participant shall have all of the
customary rights of a stockholder with respect to the Award of Common Stock, including the right to vote shares
of the Common Stock and receive dividends with respect to the Common Stock.

7. Deferred Stock

An Award of Deferred Stock is an agreement by the Company to deliver to the Participant a specified
number of shares of Common Stock at the end of a specified Deferral Period or Periods. Such an Award shall be
subject to the following terms and conditions:

7.1. Upon the Award of Deferred Stock, the Committee shall direct that the number of shares subject to
such Award be credited to the Participant’s account on the books of the Company but that issuance and delivery
of the same shall be deferred until the date or dates provided m the Award Agreement. Prior to issuance and
delivery of the Deferred Stock, the Participant shall have no rights as a stockholder with respect to any shares of
Deferred Stock credited to the Participant’s account.

7.2. During the Deferral Period, no dividend shall be paid with respect to shares covered by a Deferred
Stock Award and the Participant shall have no future right to any dividend paid during the Deferral Period.

7.3. The Deferral Period may consist of one or more instaliments. Provided that the Deferred Stock has
not been previously forfeited, at the end of the Deferral Period or any installment thereof, the shares of Deterred
Stock applicable to such mstallment, shall be issued and delivered o the Participant (or, where appropriate, the
Participant’s legal representative) in accordance with the terms of the Award Agreement.

8. Restricted Stock

An Award of Restricted Stock is a grant by the Company of a specified number of shares of Common Stock
to the Participant, which shares are subject to forfeiture upon the happening of specified events. Such an Award
shall be subject to the following terms and conditions:

8.1. Upon the Award of Restiicted Stock, the Comunittee may direct the number of shares of Common
Stock subject to such Award be issued to the Participant or placed in a restricted stock account (including an
electronic account) with the transfer agent and in either case designating the Participant as the registered owner.
The certificate(s), if any, representing such shares shall be physically or electronically legended, as applicable, as
to sale, transfer, assignment, pledge or other encumbrances during the Restriction Period and. if issued to the
Participant, retumed to the Company to be held in escrow during the Restriction Period. In all cases, the
Participant shall sign a stock power endorsed in blank to the Company to be held in escrow during the Restriction
Period.

8.2. During the Restriction Period, the Participant shall have the right to vote shares of Restricted
Stock. During the Restriction Period, no dividend shall be paid with respect to the number of shares covered by a
Restricted Stock Award and the Participant shall have no future right to any dividend paid during the Restriction
Period.

8.3. Provided that the Restricied Stock has not been previously forfeited, at the end of the Restriction
Period the restrictions imposed under the Award Agreement shall lapse with respect to the number of shares
specified thereunder, and the legend. if any, imposed hereunder shall be removed and such number of shares
delivered to the Participant (or, where appropriate, the Participant’s legal representative).

9. Restricted Stock Units

An Award of Restricted Stock Units is a grant by the Company of the right to receive a payment in
Common Stock or in cash, or in a combination thereof, that is equal to the Fair Market Value of a share of
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Common Stock as of the date of vesting or payment, as set forth in the applicable Award Agreement, which right
is subject to forfeiture upon the happening of specified events. Such an Award shall be subject to the following
terms and conditions:

9.1. Any amount payable upon the end of the Restriction Period with respect to a Restricted Stock Uit
shall be paid by the Company in shares of Common Stock, in cash or in a combination of shares of Common
Stock and cash, as determined by the Committee in its sole discretion or as set forth in the Award Agreement.

9.2. Provided that the Restricted Stock Units have not been previously forfeited, at the end of the
Restriction Period the restrictions imposed under the Award Agreement shall lapse with respect to the number of
Restricted Stock Units specified thereunder, and shares of Common Stock or cash with a value equal to the Fair
Market Value of the shares of Common Stock underlying such Restricted Stock Units shall be delivered to the
Participant (or, where appropriate, the Participant’s legal representative).

10. Options

Options give a Participant the right to purchase a specified number of shares of Common Stock from the
Company for a specified time period at a fixed price. Options may be either Incentive Stock Options or Non-
Qualified Stock Options. The grant of Options shall be subject to the following terms and conditions:

10.1. Option Price: The price per share at which Common Stock may be purchased upon exercise of an
Option shall be determined by the Committee, but shall be not less than 100% of the Fair Market Value of a
share of Common Stock on the date of grant (or 110% of such Fair Market Value in the case of an Incentive
Stock Option granted to a Ten Percent Stockholder), unless the Option was granted through the assumption of, or
in substitution for, outstanding awards previously granted by an entity acquired by the Company or any
Subsidiary or Affiliate or with which the Company or any Subsidiary or Affiliate combines.

10.2. Term of Options: The term of an Option shall in no event be greater than ten years (five years in
the case of an Incentive Stock Option granted to a Ten Percent Stockholder).

10.3. Incentive Stock Options: Each provision of the Plan and each Award Agreenent relating to an
Incentive Stock Option shall be construed so that cach Incentive Stock Option shall be an incentive stock option
as defined in Section 422 of the Code, and any provisions of an Award Agreement that cannot be so construed
shall be disregarded. In no event may a Participant be granted an Incentive Stock Option which does not comply
with the grant and vesting limitations prescribed by Section 422(b) of the Code. Incentive Stock Options may not
be granted to Employees of Affiliates or to Consultants or Non-Employee Directors.

10.4. Payment of Option Price: The option price of the shares of Common Stock received upon the
exercise of an Option shall be paid within three days of the date of exercise: (i) in cash, or (i) with the proceeds
received from a broker-dealer whom the Participant has authorized to sell all or a portion of the Common Stock
covered by the Option, or (iit) with the consent of the Committee, in whole or in part in Common Stock held by
the Participant and valued at Fair Market Value on the date of exercise. With the consent of the Committee,
payment upon the exercise of a Non-Qualified Option may be made in whole or in part by Restricted Stock held
by the Participant and valued at Fair Market Value on the date the Option is exercised. In such case, the Common
Stock to which the Option relates shall be subject to the same forfeiture restrictions originally imposed on the
Restricted Stock exchanged therefor. An Option may be exercised only for a whole number of shares of Common

Stock.
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11. Stock Appreciation Rights

SARs give the Participant the right to receive, upon exercise of the SAR, the excess of (i) the Fair Market
Value of one share of Common Stock on the date of exercise over (i1) the grant price of the SAR as determined
by the Committee, but which may never be less than 100% of the Fair Market Value of a share of Common Stock
on the date of grant. The grant of SARs shall be subject to the following terms and conditions:

11.1. The term of a SAR shall in no event be greater than ten years.

11.2. The Committee shall determine the time or times at which a SAR may be exercised in whole or in
part, the method of exercise, the method of settlement, form of consideration payable in settlement, method by
which Common Stock will be delivered or deemed to be delivered to Participants, whether or not 2 SAR shall be

in tandem with any other Award, and any other terms and conditions of any SAR.

11.3. The Committee may provide that a SAR shall be deemed to be exercised at the close of business
on the scheduled expiration date of such SAR.

12. Qualified Performance-Based Awards.

To the extent the Committee determines, in its sole discretion, that it is necessary or advisable in order to
comply with the deductibility limitations of Section 162{(m) of the Code applicable to Qualified Performance-
Based Awards, the following rules shall apply:

12.1. Only an Employee who is a “covered employee’” within the meaning of Section 162(m) of the
Code shall be eligible to receive Qualified Performance-Based Awards. The Committee shall designate in its sole
discretion which covered employees will be Participants for a Performance Cycle within the carlier of (i) the first
90 days of a Performance Cycle and (ii} the lapse of 25% of the Performance Cycle.

12.2. The Committee shall establish m writing within the earlier of (i) the first 90 days of a
Performance Cycle and (ii) the lapse of 25% of the Performance Cycle, and in any event, while the ontcome is
substantially uncertain, (A) Performance Goals for the Performance Cycle, and (B) in respect of such
Performance Goals, a minimum acceptable level of achievement below which no payment will be made or no
Award shall vest or become exercisable, and an objective formula or other method for determining the amount of
any payment to be made or the extent to which an Award hereunder shall vest or become exercisable if
performance i3 at or above such minimum acceptable level but falls short of the maximum achievement of the
specified Performance Geals.

12.3. Following the completion of a Performance Cycle, the Committee shall review and certify in
writing whether, and to what extent, the Performance Goals for the Performance Cycle have been achieved and,
it 50, to also calculate and certify in writing the amount of the Qualified Performance-Based Awards earned for
the Performance Cycle based upon the Performance Goals and the related formulas or methods as determined
pursuant to Section 12.2. The Committee shall then determine the actual amount payable or the extent to which
an Award is vested or exercisable as a result of attainment of such Performance Goals under each Participant’s
Award for the Performance Cycle, and, in doing so, may reduce or eliminate, except as otherwise provided in the
Award Agreement, the amount of the Award. In no event shall the Committee have the authority to increase
Award amounts to any covered employvee under a Qualified Performance-Based Award.

12.4. A Qualified Performance-Based Award granted, vesting or becoming exercisable with respect to
a Performance Cycle shall be paid (unless such Award is subject to the Participant’s exercise, which exercise
such Participant has not effectuated) as soon as practicable following completion of the certification described in
Section 12.3 but in no event later than December 31 of the year following the year in which the applicable
Performance Cycle ends.
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13. Adjustments upon Changes in Capitalization

13.1. In order to prevent dilution or enlargement of the rights of Participants under the Plan as a result
of any stock dividend, recapitalization, forward stock split or reverse stock split, reorganization, division, merger,
consolidation, spin-off, combination, repurchase or share exchange, extraordinary or unusual cash distribution or
other similar corporate transaction or event that affects the Common Stock, the Committee shall adjust (i) the
number and kind of shares of Common Stock which may thereafter be issued in connection with Awards or Prior
Plan Awards, (ii) the number and kind of shares of Common Stock issuable in respect of outstanding Awards or
Prior Plan Awards, (iii) the aggregate number and kind of shares of Common Stock available under the Plan, and
(iv) the exercise or grant price relating to any Award or Prior Plan Award. Any such adjustiment shall be made in
an equitable manner which reflects the effect of such transaction or event. It is provided, however, that in the
case of any such transaction or event, the Committee may make any additional adjustments to the items in
(i) through (iv) above which it deems appropriate in the circumstances, or make provision for a cash payment
with respect to any outstanding Award or Prior Plan Award; and it is provided, fusther, that no adjustment shall
be made under this Section that would cause the Plan to violate Section 422 of the Code with respect to Incentive
Stock Options or that would adversely affect the status of any Award or Prior Plan Award that is “performance-
based compensation” under Section 162(m) of the Code.

13.2. In addition, the Committee is authorized to make adjustments in the terms and conditions of, and
the criteria included in, Awards, including any Performance Goals, in recognition of unusual or nonrecurring
events (including, without limitation, events described in Section 13.1) affecting the Company, any Subsidiary or
Affiliate, or in response to changes in applicable laws, regulations, or accounting principles. Notwithstanding the
foregoing, no adjustment shall be made in any outstanding Awards to the extent that such adjustment would
adversely affect the intended status of the Award as “performance-based compensation” under Section 162(m) of
the Code.

14. Termination and Amendment

14.1. The Board may amend, alter, suspend, discontinue, or terminate the Plan without the consent of
the Company’s stockholders or Participants, except that any such amendment, alteration, suspension,
discontinuation, or termination shall be subject to the approval of the Company’s stockholders if (i) such action
would increase the number of shares subject to the Plan, (ii) such action resulis in the repricing, replacement or
repurchase of any Option or SAR, or (ii1) such stockholder approval is required by any federal or state law or
regulation or the rules of any stock exchange or automated quotation system on which the Common Stock may
then be listed or quoted, in each case, except as provided in Section 13.1; provided, however, that without the
consent of an affected Participant, no amendment, alteration, suspension, discontinnation, or iermination of the
Plan may materially and adversely affect the rights of such Participant under any Award theretofore granted and
any Award Agreement relating thereto, except as the Committee determines in its sole discretion to be necessary
or advisable to ensure a deduction under Section 162(m) of the Code or to comply with Section 409A of the
Code or an exemption therefrom. The Committee may waive any conditions or rights under, or amend, alter,
suspend, discontinue, or terminate, any Award theretofore granted and any Award Agreement relating thereto;
provided, however, that without the consent of an affected Participant, no such amendment, alteration,
suspenston, discontinuation, or termination of any Award may materially and adversely affect the rights of such
Participant under such Award, except as the Committee determines in its sole discretion to be necessary or
advisable to ensure a deduction under Section 162(m) of the Code or to comply with Section 409A of the Code
or an exemption therefrom.

14.2. The foregoing notwithstanding, any Performance Goal or other performance condition specified
in connection with an Award shall not be deemed a fixed contractual term, but shall remain subject to adjustment
by the Committee, in its discretion at any time in view of the Committee’s assessment of the Company’s strategy,
performance of comparable companies, and other circumstances, except to the extent that any such adjustinent to
a performance condition would adversely affect the intended status of an Award as “performance-based
compensation” under Section 162(m) of the Code.
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15. No Right te Award, Employment or Service

Neither the Plan nor any action taken hereunder shall be construed as giving any Employee, Consuliant or
Non-Employee Director any right to be retained in the employ or service of the Company, any Subsidiary or
Affiliate. For purposes of the Plan, transfer of employment or service between the Company and its Subsidiaries
and Affiliates shall not be deemed a termination of employment or service.

16. Taxes

The Company, any Subsidiary or Affiliate is anthorized to withhold from any payment relating to an Award
under the Plan, including from a distribution of Common Stock or any payroll or other payment t a Participant
amounts of withholding and other taxes due in connection with any transaction mvolving an Award, and to take such
other action as the Committee may deem advisable to enable the Company, the Subsidiary or Affiliate and Participants
to satisty obligations for the payment of withholding taxes and other tax obligations relating to any Award. This
anthority shall include authority to withhold or receive Common Stock or other property and to make cash payments in
respect thereof n satisfaction of a Participant’s tax obligations. Withholding of taxes in the form of shares of Common
Stock shall not occur at a rate that exceeds the minimum required statutory federal and state withholding rates.
Participants who are subject to the reporting requiremnents of Section 16 of the 1934 Act may elect to pay allora
portion of any withholding or other taxes due in connection with an Award by directing the Company to withhold
shares of Comunon Stock that would otherwise be received in connection with such Award.

17. Limits on Transferability; Beneficiaries

No Award or other right or interest of a Participant under the Plan shall be pledged, encumbered, or
hypothecated to, or in favor of, or subject to any lien, obligation, or liability of such Participant to, any party,
other than the Company, any Subsidiary or Atfiliate, or assigned or transferred by such Participant otherwise
than by will or the laws of descent and distribution, and such Awards and rights shall be exercisable during the
lifetime of the Participant only by the Participant or his or her guardian or legal representative. Notwithstanding
the foregoing, the Committee may, in its discretion, provide that Awards or other rights or interests of a
Participant granted pursuant to the Plan (other than an Incentive Stock Option) be transferable, without
consideration, to immediate family members (i.e., children, grandchildren or spouse), to trusts for the benefit of
such immediate family members and to partnerships in which such family members are the only partners. The
Committee may attach to such transferability feature such terms and conditions as it deems advisable. In
addition, a Participant may, in the manner established by the Committee, designate a beneficiary (which may be a
person or a trust) to exercise the rights of the Participant, and to receive any distribution, with respect to any
Award upon the death of the Participant. A beneficiary, guardian, legal representative or other person claiming
any rights under the Plan from or through any Participant shall be subject to all texms and conditions of the Plan
and any Award Agreement applicable to such Participant, except as otherwise determined by the Committee, and
to any additional restrictions deemed necessary or appropriate by the Conunittee.

18. No Rights to Awards; No Stockholder Rights

No Participant shall have any claim to be granted any Award under the Plan, and there is no obligation for
uniformity of treatment of Participants. No Award shall confer on any Participant any of the rights of a
stockholder of the Company unless and until Common Stock is duly issued or transferred to the Participant in
accordance with the terms of the Award.

19. Foreign Nationals,

Without amending the Plan, Awards may be granted to Employees, Consultants and Non-Employee
Directors who are foreign nationals or are employed or providing services outside the United States or both, on
such terms and conditions different from those specified in the Plan as may, in the judgment of the Committee,
be necessary or desirable to further the purpose of the Plan. Moreover, the Committee may approve such
supplements to, or amendments, restatements or alternative versions of, the Plan as it may consider necessary or
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appropriate for such purposes without thereby affecting the terms of the Plan as in effect for any other purpose,
provided that no such supplements, amendments, restatements or altemative versions shall include any
provisions that are inconsistent with the terms of the Plan, as then in effect, unless the Plan could have been
amended to eliminate such inconsistency without further approval by the stockholders of the Company.

20. Securities Law Requirements

20.1. No Award or Prior Plan Award shall be exercisable if the Company shall at any time determine that
(a) the hsting upon any securities exchange, registration or qualification under any state or federal law of any
Common Stock otherwise deliverable upon such exercise, or (b) the consent or approval of any regulatory body or
the satisfaction of withholding tax or other withholding liabilities, is necessary or appropriate in connection with
such exercise. In any of the events referred to in clause (a) or clause (b} above, the exercisability of such Awards or
Prior Plan Awards shall be suspended and shall not be effective unless and until such withholding, listing,
registration, qualitications or approval shall have been effected or obtained free of any conditions not acceptable to
the Company in its sole discretion, notwithstanding any termination of any Award or Prior Plan Award or any
portion of any Award or Prior Plan Award during the period when exercisability has been suspended.

20.2. The Cormmitiee may require, as a condition to the right to exercise anny Award or Prior Plan
Award that the Company receive from the Participant, at the time any such Award or Prior Plan Award is
exercised, vests or any applicable restrictions lapse, representations, warranties and agreements to the effect that
the shares are being purchased or acquired by the Participant for investment only and without any present
intention to sell or otherwise distribute such shares and that the Participant will not dispose of such shares in
transactions which, in the opinion of counsel to the Company, would violate the registration provisions of the
Securities Act of 1933, as then amended, and the rules and regulations thereunder. The certificates issued to
evidence such shares shall bear appropriate legends summarizing such restrictions on the disposition thereof.

21. Recoupment

Any Award granted pursuant to the Plan shall be subject to mandatory repayment by the Participant to the
Company pursuant to the terms of any Company “clawback” or recoupment policy directly applicable to the Plan
and (i) set forth in the Participant’s Award Agreement or (ii) required by law to be applicable to the Participant.

22. Termination

Unless the Plan previously shall have been terminated by action of the Board, the Plan shall terminate on the
10-year anniversary of the Effective Date, and no Awards under the Plan shall thereafter be granted.

23, Fractional Shares

The Company will not be required to issue any fractional shares of Common Stock pursuant to the Plan. The
Committee may provide for the elimination of fractions and for the settlement of fractions in cash.

24. Governing Law

To the extent that Federal laws do not otherwise control, the validity and construction of the Plan and any
Award Agreement entered into thereunder shall be construed and enforced in accordance with the laws of the
State of California, but without giving effect to the choice of law principles thereof.

25, Effective Date

The Plan shall be effective as of the date when, and only when, (i) the Company’s stockholders have approved
the Plan, (i} the Company’s stockholders have approved the proposal to approve the issuance of Common Stock in
connection with the merger (“Merger”) contemplated by the Agreement and Plan of Merger dated as of August 5,
2013, among Parametric, VTB Holdings, Inc., a Delaware corporation, and Paris Acquisition Corp., a Delaware
corporation, and the corresponding change of control of the Company, and (iii) the Merger has been consummated.
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A
PARAMETRIC SOUND CORPORATION
ANNUAL INCENTIVE BONUS PLAN

L. Statement and Purpose of Plan

The Parametric Sound Corporation Annual Incentive Bonus Plan provides additional compensation
opportunities for selected employees based on the achievement of pre-determined performance goals.

i1 Definitions

A, “Affiliate” means, with respect to any specified Person, a Person that directly, or indirectly through one
or more intermediaries, Controls, is Controlled by or is under common Control with, the specified Person.

B. “Board” means the Board of Directors of the Company.

C. “Change in Conirol” means a “change in control event” within the meaning of Treasury regulation
1.409A-3()(5).

D. “Code” means the Internal Revenue Code of 1986, as amended.

E. “Committee” means the Compensation Committee of the Board or, if appointed by the Board, a
subcommittee thereof which shall be comprised exclusively of two or more members of the Board who are non-
employee “outside directors” within the meaning of section 162(m}4)(C) of the Code and Treasury regulation

1.162-27(e)(3).
F. “Company” means Parametric Sound Corporation, a Nevada corporation.
G. “Company Stock” means the common stock of the Company, par value $0.001 per share.

H. “Control” (including the terms “Controlling,” “Controlled by” and “vnder comunon Control with”) means
the possession, direct or indirect, of the power to direct or cause the direction of the management and policies of
a Person, whether through the ownership of voting securities, by contract or otherwise.

I. “Determination Date” means the date upon which the Committee determines Performance Goals and
Incentive Bonus opportunities for Participants. With respect to any Incentive Bonus that is intended to be a
Qualified Incentive Bonus, the Determination Pate must be no later than the earlier of (1) 90 days after the
commencement of the Performance Period and (2) the date upon which 25% of the Performance Period has
elapsed.

J. “Disability” means, as determined by the Committee in its sole discretion, that a Participant (1) is unable
to engage in any substantial gainful activity by reason of any medically determinable physical or mental
impairment that can be expected to result in death or can be expected to last for a continucus period of not less
than 2 months or (2) is, by reason of any medically determinable physical or mental impairment that can be
expected to result in death or can be expected to last for a continuous period of not less than 12 months, receiving
mcome replacement benefits for a period of not less than 3 months under an accident and health plan covering
employees of the Company, its Subsidiaries or Affiliates.

K. “Fair Market Value” means, on any given date, the closing price of a share of Company Stock on the
principal national securities exchange on which Company Stock is listed on sach date, or, if Company Stock was
not publicly traded on such date, on the last preceding date on which Company Stock was publicly traded.
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L. “Incentive Bonus™ means a bonus that is payable hereunder to a Participant based on the achievement of
specified pre-determined Performance Goals. An Incentive Bonus may be a Qualified Incentive Bonus or a Non-
Qualified Incentive Bonus.

M. “Non-Qualified Incentive Bonus” means an Incentive Bonus that is not intended to be a Qualified
Incentive Bonus.

N. “Participant” means any employee of the Company or one of its Subsidiaries who has been designated by
the Commiittee to participate in the Plan for an applicable Performance Period.

O. “Performance Goal” means a measure of performance, the achievement of which is substantially
uncertain at the time such goal is established, which is used to determine a Participant’s Incentive Bonus and is
established by the Committee not later than the applicable Determination Date. Performance Goals may be
measured on an absolute or relative basis. Relative performance may be measured against an external index, such
as, by way of example and not limitation, a group of peer companies, industry groups or a financial market index.
Performance Goals with respect to Incentive Bonuses that are intended to be Qualified Incentive Bonuses must
be based upon any one or more of the following measures as they relate to the Company, its Subsidiaries or
Affiliates (or any business unit or department thereof): (1) stock price, (i1) market share, (i) sales, (iv) earnings
per share, (v) diluted earnings per share, (vi) diluted net income per share, (vii) return on stockholder equity,
(viil) costs, (ix) cash flow, (x) return on total assets, (Xi) retirn on capital or invested capital, (Xii) return on net
assets, (Xii1) operating income, (Xiv) net income, (Xv) earnings {(or net income) before interest, taxes, depreciation
and amortization, (xvi) improvements in capital structure, {xvii) gross, operating or other margins, (xviii) budget
and expense management, (Xix) productivity ratios, (xx) working capital targets, (xxi) enterprise value,

(xx11) safety record, (xxii1) completion of acquisitions or business expansion of the company, our subsidiaries or
affiliates (or any business unit or department thereof) (xxiv) economic value added or other value added
measurements, (XXv) expenses targets, (Xxvi) operating efficiency, (xxvii) regalatory body approvals for
commercialization of products, (xxviii) implementation or completion of critical projects or related milestones,
(xxix) quality control, (xxx) supply chain achievements and (xxxi) marketing and distribution of products.
Performance Goals with respect to Incentive Bonuses that are not intended to be Qualified Incentive Bonuses
may be based on one or more of the preceding measures or any other measure that the Committee may determine
in its sole discretion.

P. “Performance Period”™ means a period of one or more consecutive fiscal years, or portions thereof, of the
Company as established by the Commiitee during which the performance of the Company. its Subsidiaries or
Affiliates or any business unit or departinent thereof, or any individual is measured for the purpose of
determining the extent to which a Performance Goal is achieved. Nothing in this Plan shall prevent the
Committee from estabhshing a Performance Period that commences prior to the termination of one or more other
Performance Periods.

Q. “Person” means any individual, corporation, limited hability company, partnership, trust, joint stock
company, business trust, unincorporated association, joint venture, governmental authority or other legal entity of
any nature whatsoever.

R. “Plan” means the Parametric Sound Corporation Annual Incentive Bonus Plan herein set forth, as
amended from time to time.

S. “Qualified Incentive Bonus” means an Incentive Bonus that is intended to be “qualified performance-
based compensation” under section 162(m) of the Code and Treasury regulation 1.162-27(e), including any
SUCCESSOr provision.

T. “Subsidiary” means, at any relevant time, any corporation or other entity of which 56% or more of the
total combined voting power of all classes of stock (or other equity interests in the case of an entity other than a
corporation) entitled to vote is owned, directly or indirectly, by the Company.
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fiL. Eligibility

o

All employees of the Company, its Subsidharies and Affiliates shall be eligible to be selected by the
Comunittee to participate in the Plan.

IV. Administration

A. General. The Committee shall have the authority, subject to the provisions herein, (A} to select
employees to participate in the Plan; (B) to establish and administer the Performance Goals and the Incentive
Bonus opportunities applicable to each Participant and certify whether the Performance Goals have been
attained; (C) to construe and interpret the Plan and any agreement or instrument entered into under or in
connection with the Plan; (D) to establish, amend. and waive rules and regulations for the Plan’s administration;
and (E) to make all other determinations that may be necessary or advisable for the administration of the Plan.
Any determination by the Committee with respect to the Plan shall be final, binding and conclusive on all
employees and Participants and anyone claiming under or through any of them. Neither the Committee, nor any
member of the Committee, shall be liable for any act, omission, interpretation, construction or determination
made in good faith in connection with the Plan, and the members of the Committee shall be entitled in all cases
to indemnification and reimbursement by the Company in respect of any claim, loss, damage or expense
(including, without limitation, attorneys’ fees) arising or resulting therefrom to the fullest extent permitted by
faw.

B. Adjustments. In the event of any corporate transaction involving the Company (including, without
limitation, any subdivision or combination or exchange of the outstanding shares of common stock, stock
dividend, stock split, spin-off, split-off, recapitalization, capital reorganization, liquidation, reclassification of
shares of common stock, merger, consolidation, extracrdinary cash distribution or sale, lease or transfer of
substantially all of the assets of the Company, in each case, as determined by the Committee in its sole
discretion), the Committee may make or provide for such adjustments in any Performance Goals applicable to an
Incentive Bonus as the Commitiee may determine to be appropriate in order to prevent dilution or enlargement of
the benefits of Participants hereunder (provided that with respect to Qualified Incentive Bonuses, any such
adjustment shall be made in accordance with Code section 162(m) and the regulations thereunder).

V. Establishment of Performance Goals and Incentive Bonus Opportunities

No later than the Determination Date for each Performance Period, the Committee shall establish in writing
(i) the employees of the Company, its Subsidiaries and Affiliates who shall be Participants in the Plan with
respect to such Performance Period, (11) the Performance Goals applicable to each such Participant (including, as
the Committee deems advisable, threshold, target and maximum levels of performance), (iii) each Participant’s
target and. if applicable. threshold and maximum Incentive Bonus opportunities for such Performance Period,
(iv) the method for computing the amount of Incentive Bonuses that may be payable under the Plan to each
Participant for such Performance Period if the Performance Goals established by the Committee for such
Performance Period are attained in whole or in part and (v) whether such Incentive Bonuses are intended to be
Qualified Incentive Bonuses or Non-Qualified Incentive Bonuses.

VI Termination of Employment

Except as otherwise provided in Sections VI.A and VLB below, payment of an Incentive Bonus shall be
contingent upon (i) attainment of the applicable Performance Goals within the applicable Performance Period
and (1) the Participant’s continuing employment with the Company, a Subsidiary or Affiliate on the date such
Incentive Bonus is paid.

A. Termination due to Death or Disability. If a Participant’s employment with the Company, a Subsidiary or
Affiliate is terminated due to the Participant’s death or Disability prior to payment of an Incentive Bonus, the
Committee may, in its sole discretion, permit all or any part of such Incentive Bonus to be paid without regard to
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the attainment of the applicable Performance Goals. Any Incentive Bonus to be paid pursnant to this Section

VI.A shall be paid to the Participant or the Participant’s estate, as applicable, at the time the Company pays
Incentive Bonuses to its employees generally in accordance with Section [X.

B. Other Terminations. If a Participant’s employment with the Company, a Subsidiary or Affiliate
terminates for any reason other than the Participant’s death or Disability prior to the payment of an Incentive
Bonus, then (i) in the case of a Qualified Incentive Bonus, the Committee may, in its sole discretion, permit the
payment of all or any part of such Qualified Incentive Bonus, if any, that would have been paid to the Participant
absent such termination based on the actual outcome of the applicable Performance Goals during the applicable
Performance Period, as certified pursuant to Section VILF, and (if) in the case of a Non-Qualified Incentive
Bonus, the Commtiee may, in its sole discretion, permit all or any part of such Non-Qualified Incentive Bonus to
be paid without regard to the attainment of the applicable Performance Goals. Any Incentive Bonus to be paid
pursuant to this Section VI.B shall be paid to the Participant at the time the Company pays Incentive Bonuses to
its employees generally in accordance with Section 1X.

VII. Additional Rules Applicable to Qualified Incentive Bonuses

A. Unless otherwise specifically determined by the Commiittee, any Incentive Bonus granted to a “covered
employee” whose “applicable employee remuneration” (each within the meaning of Code Section 162(m)) is
expected to exceed $1.000,000 for the year in which such Incentive Bonus may be paid is intended to be a
Qualitied Incentive Bonus.

B. Qualified Incentive Bonuses must be based solely on the attainment of one or more objective
Performance Goals and may not be based on subjective criteria. In addition, no later than the Determination Date,
the Committee shall designate in writing how the relevant Performance Goals with respect to the Performance
Period will be calculated.

C. Neither the grant nor the payment of any Non-Qualified Incentive Bonus shall be made contingent on the
failure to earn any Qualified Incentive Bonus.

D. The maximum aggregate Qualified Incentive Bonus that may be payable to any Participant under the
Plan with respect to any fiscal year of the Company shall not exceed $1.000.000.

E. The Committee shall have no discretion to increase the amount of Qualified Incentive Bonuses that
would otherwise be due upon attainment of the relevant Performance Goals; provided, however, that the
Comunittee may exercise negative discretion within the meaning of Treasury regulation 1.162-27{e)(2)(11)(A)
with respect to any Qualified Incentive Bonus hereunder to reduce any amount that would otherwise be payable
hereunder.

F. Payment of any Qualified Incentive Bonus pursuant to the Plan shall be contingent upon the Committee’s
certifying in writing that the Performance Goals and any other material terms applicable to such Qualified
Incentive Bonus were in fact satisfied, in accordance with applicable regulations under Code section 162(m).
Unless and until the Committee so certifies, such Qualified Incentive Bonus shall not be paid.

ViiL Change in Control

In connection with the consummation of a Change in Control of the Company, the Committee may, in its
sole discretion, permit all or any part of a Participant’s target Incentive Bonus for the Performance Period in
which such Change in Control occurs to be paid without regard to the attainment of the applicable Performance
Goals. Any Incentive Bonus to be paid pursuant to this Section VI shall be paid to the Participant on or as soon
as administratively practicable following the consummation of such Change in Control, but in no event later than
March 15 of the vear following the year in which such Change in Control occurs.

Fd-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043868
244 - 336

AA 1567



FX. Payment of Incentive Bonuses; Tax Withholdings

A. Earned Incentive Bonuses shall be paid no later than March 15th of the calendar year following the
calendar year that inchudes the last day of the Performance Period with respect to which such Incentive Bonuses
are earned.

B. The Company shall have the right to deduct from all Incentive Bonuses payable hereunder any federal,
state, local or foreign taxes required by law to be withheld with respect to such payments and no Incentive
Bonuses will be paid until the Participant has made arrangements with the Company to satisfy any such
withholding taxes.

X. Non-exclusivity of Plan

Nothing in the Plan shall be construed in any way as limiting the authority of the Committee, the Board, the
Company or any Subsidiary or Affiliate to establish any other annual or incentive compensation plan or as
limiting the authority of any of the foregoing to pay cash bonuses or other supplemental or additional incentive
compensation to any persons employed by the Company, its Subsidiaries or Affiliates, whether or not such
person is a Participant in this Plan and regardless of how the amount of such bonus or compensation is
determined.

X1, Amendment, Termination and Term of Plan

The Board, without the consent of any Participant, may at any time terminate or from time to time amend
the Plan in whole or in part; provided, however, that no amendment with respect to, or affecting, Qualified
Incentive Bonuses that would require the consent of the stockholders of the Company pursuant to section 162(m)
of the Code shall be effective without such consent.

XH. Interpretation and Construction

A. No provision of the Plan, nor the status of any employee as a Participant, shall constitute an employment
agreement or in any way affect the duration of any Participant’s employment, or the rights of the Company or the
Participant to terminate such employment. Both the Participant and the applicable emplover shall have the same
ability to terminate employment as if the Plan had not been adopted.

B. Any provision of the Plan that could be construed to prevent Qualified Incentive Bonuses under the Plan
from qualifving for deductibility under section 162(m) of the Code or Treasury regulation 1.162-27(e) shall, to
such extent, be disregarded.

XL Adjustment; Repayment of Incentive Bonuses

All Incentive Bonuses paid or to be paid under the Plan are subject to rescission, cancellation or
recoupment, in whole or in part, under any corrent or future “clawback”™ or similar policy of the Company.

X1V, Effective Date

The Plan shall be effective as of the date when, and only when, (i) the Company’s stockholders have
approved the Plan, (ii) the Company’s stockholders have approved the proposal to approve the issuance of
Common Stock in connection with the merger (“Merger”) contemplated by the Agreement and Plan of Merger
dated as of August 5, 2013, among Parametric, VTB Holdings, Inc., a Delaware corporation, and Paris
Acquisition Corp., a Delaware corporation, and the corresponding change of control of the Company, and
(iii) the Merger has been consummated.
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XV. Goveraing Law

The terms of the Plan shall be governed by the laws of the State of California, without reference to the
conflicts of laws principles thereof.
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IN WITNESS WHERFEOF, the Company has caused the Plan to be effective as of the date set forth below.

PARAMETRIC SOUND CORPORATION

F-7
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ANNEX G

CONSENT OF SQUAR, MILNER, PETERSON, MIRANDA & WILLIAMSON, LLP

CONSENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We agree to the incorporation by reference in this Proxy Statement of our report dated November 26, 2013,
relating to our audits of the consolidated financial statements of Parametric Sound Corporation as of and for the
years ended September 30, 2013 and 2012 included in its Annual Report on Form 10-K for the year ended
September 30, 2013 filed with the Securities and Exchange Commission on November 26, 2013.

/s/ SQUAR, MILNER, PETERSON, MIRANDA & WILLIAMSON, LLP

San Diego, California
December 2, 2013
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ANNEX H

CONSENT OF FREED MAXICK CPAS, P.C.
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the inclusion in the Registration Statements on Form S-3 (File No. 333-188389 and

File No. 333-173017), the Registration Statements on Form S-8 (File No. 333-171838, File No. 333-181653 and
File No. 333-188390) and the proxy statement on Schedule 14A filed on or about the date hereof (the “proxy
statement’”) of Parametric Sound Corporation of our report dated November 4, 2013, relating to the consolidated
financial statements of VB Holdings, Inc. as of end for the year ended December 31, 2012, which is contained
i the proxy statement.

s/ FREED MAXICK CPAs, P.C.

Buffalo, New York
December 2. 2013
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ANNEX 1

CONSENT OF BDO USA,LLP

Consent of Independent Registered Public Accounting Firm

VTB Holdings, Inc.
Valhalla, New York

We hereby consent to the use in the Registration Statements on Form S-3 (File No. 333-188389 and

File No. 333-173017), the Registration Statements on Form S-8 (File No. 333-171838, File No. 333-181653 and
File No. 333-188390) and the proxy statement on Schedule 14A (the “proxy statement”) of Parametric Sound
Corporation of our report dated November 4, 2013, relating to the consolidated financial statements of VIB
Holdings, Inc., which is contained in the proxy statement.

/BDOUSA,LLP
New York, New York

December 2, 2013
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