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Developers of major game franchises can spend millions of dollars 011 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 tlle 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 tl1at its 
headsets generally offer more features than similarly-priced competitive headsets, including sunound sound, 
Dual-Band Wi--Fi and Dual Pairing 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 
sunound sound speaker angles. Turtle Beach also strives to have the best audio quality and overall product 
quality in each of its price tiers. 

Turtle Beach's price tiers cones pond 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 features 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 mllltiple 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, 
increasing 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 

Core 

Enthusiast 

Casual 

Entry-Level 

Notes on the naming system: 

Wired 

XP SE YEN, Z SEVEN 

XO SEVEN, DX12, DPX2l, 
DPil, 
M SEVEN 

XO FOUR DXL1, PX22, Z22, 

X12. XLI, XLa XCI, Pl L P4e. 
ML M3. M5, Nll, NLa, Z2, Zll, 
Zl 

Wireless 

XP5l0, PX5 L XP500 

XP400, PX5, Z300 

X42,X300,PX4.PX3 

X32 

XfXP!XO!DX!DXP = Xbox 360 is the primary 
platform 

N = Nintendo is the primary platform 
M =Mobile is the primary platform 
Z =PC is the primary platform P/PX/DP/DPX = PlayStation 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 launch 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. 'Iurtle Beach's first limited edition 
headsets were launched in July 2011 in an exclusive partnership with Activision for the game, Call of Duty@: 
Modern Warf'arc@ 3. 

~<:t!!_~r_P~~-~;r:: __ _g_h~~~-t-~ 
In October 2013, Turtle Beach introduced a new line of limited edition Call of Dr tty: 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, 'Iurtle 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 interchangeable speaker, and it is compatible with ~everal 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 multip1ayer platform. MLG-1icensed headsets currently 
include three models designed f()r 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-1icensed headsets for casual and entry-level gamers. the PX22 console gaming headset and Z22 
PC gaming headseL 

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 unidirectional miLTophone with lowered sensitivity to minimize interference from backgrotmd 
noise when the player speaks into the microphone, as well as memmy foam ear cups that provide noise-isolation. A 
programmable audio control unit has presets designed to give players an edge in changing game scenarios. 

iHedia Headsets 

In October 2013, Turtle Beach launched a new line of media headsets. The iSeries headsets- initially 
including the wireless surround sound i60 headset and the wireless amplified stereo i30 headset- are ''MFi­
ceitified'' by Apple, and enable the user to control applications such as iTunes@ on Apple iOS mobile and OS X 
desktop devices. The MFi Program ("Made for iPhone/iPod/iPad'') is a licensing program for developers of 
hardware and :software peripherab that work with Apple'& iPod@, iPad@ and iPhone@ devices. iSerie& 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 alm feature dual boom-less microphones that are designed to deliver clear, 
high-quality audio during chat and voice calling. 
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'T'he i30 is a wireless stereo Bluetooth 4.0 headset with features including voice morphing and active noise 
cancellation. The i30 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 i60 features an audio control unit base for use with Mac desktops and laptops that provides fingertip 
audio and preset controL Turtle Beach believes the i60 will be the first wireless headset designed for Mac to 
provide 7.1 D'rS 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 i60 will be the only headset that can 
connect simultaneously to a device with an OS X operating system and a device with an iOS 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 

Turtle 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; 

Strong brand and large, loyal installed base of consumers; 

Excellent retail relationships and distribution; 

Exceptional partnerships; aml 

Economical and effective supply chain. 

Product Design and Innovation 

Turtle Beach considers the rapid, cost-effective commercialization of its innovations in audio tedmology 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 innovation to achieve a blend 
of differentiated technology designed to attract customers, maintain product design continuity, and exceed Turtle 
Beach·:-, expectations a:, to quality. reliability and profitability. A wide array of consumer research inform:, 
product planning, design and pricing, which contributes to improvements in product engineering. 

Turtle Beach· s product management team introduced I 7 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 Fidefity. 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 pe1formance. 

Digital Signal Processing. Digital Signal Processors (DSPs) take audio 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 audio 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, 'Iurtle Beach launched its first wireless Dolby@ Surround Sound gaming headset, which 
represented the first in a line ofT urtle Beach wireless surround sound headsets that used increasingly powerful 
digital signal processing. Many of Turtle Beach's n1id-tier products and all higher-tier products utilize digital 
signal processing. Turtle Beach's premium 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. Surround sound headsets can allow garners to hear surround sound audio at a fraction of 
the cost of a traditional multi-speaker, sunound 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 sunound sound head~ets 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 surround 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 modem household- with mobile phones, tablets. wireless intemet connections, microwaves, 
cordless phones, and other wireless appliances -wireless congestion is increased which can degrade 
performance. Turtle Beach uses Dual-Band \ViFi, which searches for the least congested signal space, to 
maximize bandwidth and minimize interference. After introducing Dual-Band \ViFi to its gaming headsets in 
201 L Turtle Beach believes using Dual-Band WiFi for wireless headsets remains unique to Turtle Beach. 

Chat. Chat is the audio communication between players in multi player games as well as PC and mobile 
applications. Turtle Beach has developed a proprietmy suite of technology to improve chat audio, which Turtle 
Beach considers an importmJt attribute for multi player gaming and other communications scenarios involving one 
or more people. Chat BoosfrM automatically increases the volume of chat audio as game volume increases so that 
loud noises within a game.lilce explo:>ions, will not drown out the voice& of a player's teammates. Noise Gate1M is a 
feature that restricts the transmission of audio through the microphone to minimize background noises transmitted 
through chat. 'Iurtle 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 1M 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 verba11y 
communicating instmctions to characters in the game. Turtle Beach expects voice to be relied upon by game 
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developers similarly to the way motion--detection is cuiTently 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 l, 
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. ln 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 Property. Turtle Beach has utility and design patents on a number offeatures and technologies 
used in its products, and ha~ 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 'l'urtle 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 
consumers 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 tTack 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 pmitive 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. 

Instaf!ed 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 study found that approximately 165 million Americans played videogames in 2012. A 
second study. entitled 2013 Electronic Software Association studv: Essentialfacts about the computer and video 
game industry, found that more than 51 percent of U.S. households own a dedicated game console, wiih 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 smdy of approximately 2,500 gamers by Bowen Research that Turtle Beach 
commissioned, consumers who already own Turtle Beach headsets eam more and spend more on gaming than 
those that own other headset bnmds. The study revealed that Turtle Beach customers, on average, have a higher 
household income than owners of headsets made by competitors (34 percent eam more than $75.000 annuaHy 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 :mbscription (71 percent vs. 45 percent). Garners 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, cam more, and spend 
more than gamers that did not own Turtle Beach headsets makes Turtle Beach the strongest potential audio 
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 countries, including retailers such as 
Amazon, Argos, Best Buy, Canefour, GameStop, HMV, Sainsbury, 'Iarget, 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 categmy. Turtle Beach believes 
prominent placement in video game and electronics retailers such as GameS top and Best Buy reinforces the 
brand's authenticity with gaming enthusiasts. and its presence in mass channel retailers such as Walmart and 
Target enables Turtle Beach to reach a wider audience of casual garners. 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 intluence both online and brick and mortar sales. 

Based on the retail performance of Turtle Beach's products and strong retail relationships, Turtle Beach 
introduced 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 deployed 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. 

T'he Turtle Beach website, http://www.turtlebeach.com, is an important hub for Turtle Beach's marketing 
efforts, serving as a destination for paid and eamed media. Eamed 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 oHline 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. 

'Iurile Beach informs its fan base through social media using a combination of paid and eamed media. 
including 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 cunent 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. Turtle 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 m1d primmy warehouse for Turtle Beach sales to the 
European market and has strengthened Turtle Beach's European operations vvith support for sales, marketing, 
customer service and distribution. European distributor Bigben Interactive is also a key partner in Europe. 
managing distribution across ten countries. 

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 
consumers. 

According to Tech Web's 2012 China Game Industry Report, sales from online games, mobile games and 
console games was worth an estimated 60.3 bitlion Yuan (approximately $ W biHion) 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 cmJsoles in the cmmtly, 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 ro retailers, and 
place the brand in front of consumers in fresh and exciting ways. 

In 2013. Turtle Beach announced partnerships with Microsoft and Marvel and renewed a partnership with 
Activision that will make new Turtle Beach headsets 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-licensed XO FOUR and XO SEVEN surround sound 
headsets. Turtle Beach is one of only two companies currently licensed and approved by Microsoft to produce 
Xbox One compatible audio products. As rece11tly announced, headsets for Xbox One will be available in early 
20 14 pe11ding 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. TI1e partnership also provides retail and marketing 
benefits, including integration into Microsoft marketing vehicles and preferred 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 opportunities to increase exposure of the Turtle Beach 
brand to media and consumers. 

In suppmt 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 garners from around the world will 
compete using Turtle Beach headsets and toumament mixers in broadcast toumament events. 
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'T'he new agreement extends a relationship that began with 2011's CaT! of Duty: Modern Warf'are 3. and 
continued last year with Call of Duty: Black Ops fl. The launch of Call of Dutv: Black Ops 1I was the biggest 
entertainment launch in 20 12 o more than any other game, film, or album o with more than $500 million in sales 
worldwide during its first 24 hours of release. 

In connection with the launch of Call (7[' Dul)•: Black Ops ll, 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 headsets shared retail displays. and Call of Dutv: Black Ops ll 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 lin1ited to Iron Man, Thor and The Hulk. The 
Turtle Beach partnership with Marvel creates opportunities to pair headsets with a broad anay of Marvel 
properties, from feature films and TV shows to video games and comic books. The companies have already 
agreed to launch a A1arvel's Captain America: The Winter Soldier edition of the Marvel SEVEN in Q1 2014. 

Turtle Beach will coordinate with Marvel to deploy an ex.tenl'>ive mix of marketing, media ami 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 
in competitive gaming. including Twitch and Major League Gaming. In !he last three years. eSports have 
emerged as one of the fastest-growing segments of the digital games markets. W orldwicle viewership has grown 
from 8.4 million in 2010 to a projected 50 million in 2013, according to Superdata Research Inc. 

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 miHion unique viewers per month. Twitch users spend an average of 90 minutes a day 
interacting with other garners, watching player video footage, and mning into online gaming shows and 
live events. In Febmary 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 bram:ls 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. 

lvfajor 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 premium gan1ing 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 
programming 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 
miHions 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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'Iurtle 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 MLG 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 i\division 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 

'Iurtle 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 partners 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 investme11ts to its team in 2013 and Turtle 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 delive1y 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 
manufacturers. Major console manufacturers such as Sony and Microsoft make chat communicators. These chat 
communicators 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 expe1ience the benefits of chat communicators. 
tl1ey often upgraue to a fully integrated gaming heauset. 

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, tl1ere 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 <md controllers. Turtle Beach estimates that 
65 percent of the PC gaming headsets on the market cost less than $50 dollars. 25 percent cost between $50 and 
$100 dollars, and 10 percent cost more than $100 do11ars. 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 heacbets targeted at gaming enthusiasts. 

'T'he iSeries media headsets that Turtle Beach launched in October 2013 face a highly competitive market. 
The consumer headphone market includes stereo headphones, where Bose@ and Beats 1M by Dre have established 
positions as market share leaders, as well as single-ear Bluetooth chat em·pieces. Both types of products target the 
same smartphone and tablet owners that the new iSeries is targeting. 
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Growth Stmtegy 

Turtle 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 busine~s. 
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 ofU.S.-based players of Xbox 360 and 
PlayStation 3 currently use a headset. suggesting to Turtle Beach that there is 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 garners 
upgrading to their second, more advanced headset and those buying new headsets for next-generation consoles. 

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

While industry analysts project that sales of next-generation consoles wi11 be strong, the industry expects 
sales of cunent generation consoles to continue, albeit at a decreased rate. For example, Microsoft ha..;; 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 (GTA V) 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 Play Station 3 500GB GTA V bundle. Turtle Beach views the sales of this 
magnitude less than two-months ahead of the launch of next-generation consoles as a willingness on the part of 
consumers to invest in their current generation platforms. As a result, Turtle Beach expects to continue to sell 
headsets for current-generation consoles through 2014 and beyond. 

Expanding Distribution and ImprMing Retail Presence 

Total points of distribution is 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 last 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 retailers, including Best Buy and Walmart 
aHow 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, including entertainment 
in the home and mobility 011 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--platfonn versatility 
and audio presets for different listening scenarios, Turtle Beach's premium headsets transition from gaming, to 
movies. to nmsic 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 nexibility 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. 'Iurtle Beach expects these 
relationships to help it continue to expand its presence in the broader home entertainment market. 

lvfobile. The shift to touchscreen mobile handsets and growing adoption of touch-screen tablets that has 
occurred in 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 ceJJtral 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 ll-1ulti-Method Exploration" compiled by Google, 
gaming currently represents the second most frequent use of a tablet (after checking emaill, and ranks ahead of 
making phone calls, emails and texting on smartphones. 

Multiplayer games for mobile devices have increased in JJumber 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 wirele:>s 
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 wiH 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 stereo Z22 were introduced during the 
summer of 2013. Both headsets have received positive reviews from game and PC publications, including a 
category-leading 9.7 out of lO score for the Z SEVEN from Top Ten Reviews. A wireless headset, the 2300, will 
be available at retail stores in November 2013. 

Penetration of PC gaming varies hy cmmiTy, wiih PC gaming holding a majority share over consoles in 
some markets and holding a smaller share in others. According to ilie 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. ln 2012 PC gaming generated $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., U.K. and Germany all showed growth in 2012. Together these markets also 
increased PC game revenue by 9 percent in 2012, to $8.4 billion. Turtle Beach believes a strong PC gaming 
headset product offering is important for gaining market share in these countries. 
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New Audio Product Categories. An element of ·rurtle 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, Tmile 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 

'Iurtle 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. Turtle Beach actively 
negotiates with potential and existing partners regarding new licensing opportunities. products, and promotions 
and believes that it has a robust pipeline for 20 14. 

* * * 

Turtle Beach believes it has built a strong franchise in gaming headsets based on years of delivering 
innovative 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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TURI'LE BEACH'S MANAGEMEN'l''S DISCUSSION AND ANALYSIS OJ<' 
FINANC:lAL 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 vTBH's historical auditedf!nancial statements as ofandf/H the years 
ended December 31, 2012 and December 31, 2011 and its unauditedfinancial statements as of andf'or the nine 
months ended September 28. 2013 and September 29, 2012, included in Annex D hereto. This discussion and 
analysis containsfmward-looking statements that are based on the belief:~ of VTBH's management, as lVell as 
assumptions made bv. and information currently available to, its managemellt. Actual results could differ 
materially from those discussed in or implied by forward-looking statements j~H various reasons. See 
"Risk Factors -"Risks Related to Turtle Beach's Business., on page 24. 

Business Overview 

·rurtle 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 played 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: 

A projected installed base of more than 130 million Xbox 360 and Play Station 3 consoles "'" 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; 

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 

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

For a full desc1iption of Turtle Beach· s business, see "Turtle Beach's Business" on page 112. 

Uusiness Trends 

·rurtle Beach's business is seasonal with a significant portion of sales and profits historically occuning 
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 infrastructure and also invested to enter or strengthen its position in new geographic 
regions and expand the product line into areas outside of console gaming headset:>. 

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 years, 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 
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of gaming consoles in November 20 13 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 Play Station 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 years and then a period of 
growth in console sales after the new consoles come to market similar to what occuned in connection with past 
console introductions. The August 2013 TDG Global Forecast Update estimates a drop in X box 360 and 
Play Station 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 audio companies licensed and approved 
by Microsoft to develop and sell Xbox One compatible audio products. A proprietmy hardware adapter, as well 
as related software is required for headsets to be fully functional with Xbox One. Due to the i11dusion of this 
proprietary adapter, prior versions of 'rurtle 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 interoperabiiity, 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 full headset functionality on the Xbox One will not be available until early 2014. As a result 
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. In its Augusi 2013 repmt, IDG has forecasted Xhox One unit sales in Norih 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 Nmth 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 Play Station 4 becomes available. ln its 
August 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 cunent generation consoles over 
the next few years 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 industly and IDG estimates global hardware 
sales of Xbox and PlayStation consoles ---including Xbox 360, Xbox One, PlayStatimJ 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 
intemal product development, product 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 intemal 
capabilities to support longer term growth. 

Geographic Expansion 

·rurtle 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 in 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 
investments to e~tab1i~h ~tronger presence and growth in these region1>. 

Product Por({olio 

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 l S new headsets and three updated headsets in 2012. Four of the headsets added in 20 ll and seven of 
the headsets added in 2012 had MSRPs below $100. While overall unit sales of the company increased by 34% 
during 20 12. 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 con:»ole:-. and the effect lhat management expecteu the launch to have on sales of Turlle 
Beach headsets, the management team also decided to red11ce inventories of several models using price 
promotions and discounting to drive increased sales. The implementation of those reductions caused the gross 
profit of Turtle 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 pmt 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 siores and ihe underlying technology innovation 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 returned 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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20 l3 Outlook 

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 t1ows 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-relat_ed revenues and 
profits previously anticipated for the fourth quarter of 20 U, 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 Pt·esentation 

Turtle Beach's revenues are derived primarily from tl1e sale of gaming headsets with the remaining gross 
sales derived from accessories, including replacement parts for gaming headsets, audio cable&, 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 intemationally tluough 
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 acro~s 44 countries, 
including major retailers such as Amazon. Best Buy, and \Val--Mart. 

Turtle Beach recognizes revenue v;hen all of the foHowing criteria are met: (I) 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. Colleetability is assessed based on a number of factors, including the creditworthiness of a 
customer and transaction history. 

Turtle Beach's net revenues are influenced 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 retnms, price prot_ection programs and co-op programs. 

Cost of Re~·enue and Gross Profit 

Turtle Beach's cost of revenue primarily consists of manufacturing costs associated with its headsets. Cost 
of revenue also includes charges for inventory obsolescence, freight ar1d personnel costs including stock 
compensation expense. 

Products gross profit percentage is int1uenced 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 manufacturing costs), warranty costs and charges related to excess and obsolete inventory. 

Operating Expenses 

Turtle Beach's significant operating expenses are: (l) sales and marketing: (2) product development and 
(3) general and administration. The components of sales and marketing expenses include 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 Turtle 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 stlpport 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, sale~ development and outside sales consultants. Turtle Beach plans to 
continue to invest in sales and marketing efforts, including 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 Dn·elopment 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 cost<>. 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 include Turtle Beach's executive, finance, human resources, information technology and extemal 
legal functions. Turtle Beach's professional fees consist primarily of accounting. tax. legal. recmiting and other 
consulting costs. Turtle 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 during 20 ll that were amended in 20 12 
am12013. 

Other expense consists primarily of foreign currency exchange gains and losses. Turtle Beach's foreign 
currency exchange gains and losses relate to transactions and asset and liability 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 cunency exchange rates. Other expenses also include derivatives 
to partially offset Turtle Beach's business exposure to foreign currency exchange risk. 

·Tne 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. income taxes 
in certain foreign jurisdictions and defe1Ted income taxes reflecting the net tax effects of temporary differences 
between the carrying amounts of assets and liabilities 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-U.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 

Turtle Beach has restated the financial statements of VTB as of December 3l, 20 lO, to conect for the 
following errors: 

Turtle Beach determined that the reserve for sales rerums and the allowance for doubtful accounts as of 
December 3 L 20 I 0, were overstated by $1.4 million and $0.6 million due to enors in the calculation of 
these estimates. The conection of these enors increased revenue by$ 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 enors which were determined not to be material individually or in the aggregate. The 
most significm1t 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 prefened stock. 

The following table presents the impact of the restatement adjustments on VTB' s statement of operations 
for the period ended December 3 L 20 lO (in thousm1ds): 

Year End~>d December 31, 2010 

As 
Previously EITed of As 
Report~>d Reslatemenl 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 !7.706 
Provision for income t·ax ............................... . 6.255 1,329 7,584 
Net incon1e ......................................... . 9,270 852 10,122 

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

Turtle Beach uetenrrined that the stock-ba;,ed compen;,alion expen;,e was under;,tated 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 enor in the 
calculation of excess inventmy reserves and to a $0.4 million enor in the calculation of capitalized 
freight. 

Turtle Beach has recorded additional adjustments in the 2011 VTB financial statements in order to 
conect other enors which were determined not to be material individually or in the aggregate. The 
mo:>t significm1t 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, 2010 
2013 2012 2012 2011 As Restated 

(Unaudited) 

Net revenue ........................... . $ 92.352 $97.099 $207,136 $166,121 $91.870 
Cost of revenue ........................ . 68,759 62,890 132,795 96,536 50,556 

Gross profit ........................... . 23,593 34,209 74,341 69,585 41314 
Operating expenses: 

Selling and marketing ............... . 21,783 12,193 22,837 13,009 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 ................. . 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 4,738 2,932 581 
Other expense, net .................. . 256 7 
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 
inco1ne taxes ......................... . (14,230) 14,246 40,468 35,336 17,706 

(Benefits) provision for income taxes ....... . (7, 186) 4,957 14,008 13,782 7,584 

Net (loss) income ....................... . $ (7,044) $ 9,289 $ 26,460 $ 21,554 $10,122 

Period Ended September 28. 2013 Compared to Period Ended September 29, 21H2 

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 intemational 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 increa-;ed its 
price protection awards in the first half of 2013 to reduce on hand inventories ahead of the Xbox One ar1d 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. 

Cast of Revenue 

Cost of revenue increased to 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 intemational business. The following non­
recuning 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 is 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 intemational business increased as a percentage 
of total revenues and these revenues carry a higher cost. The 2013 change in mix betvveen North America and 
intemational 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 year. The impact of these items on cost of revenue for the full year wi11 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 i¥1arketing 

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 Europe acquisition (October 2012), a $1.8 mi11ion 
increase in promotional expenses such as expenses for tradeshows. $1.5 million of sales and marketing expenses 
at TB Europe and related exhibits, $1.2 million for intemational marketing. an increase in salaries and benefits of 
$0.5 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 20 l3 
ahead of the new console roll-outs. This action was taken to position Turtle Beach for the indust1y projected 
demand increase and shift to fuH 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 (i30 and 
i60) in Apple stores in November 2013. 

General and /idministrative 

General and administrative expenses increased $2.3 million from the nine months ended September 29, 
2012, as compared to September 28, 20LL 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 a $0.9 million increase in salaries and benefits associated with 
increased headcount in engineering. a $0.3 million increase in consulting fees for industrial design projects, a 
$0. I million increase for patent filing fees and a $0.1 miHion 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 September 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 million from the nine months ended September 29, 2012, as 
compared to September 28, 2013. primarily due to the higher average term and revolver Joan 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. 20 l2 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%. 

Yea1· Ended December 31,2012 Compared to Year Ended Decemhe1· 31,2011 

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 Re~·enue 

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 channel inventorie;,. In audition, the company diu see an 
increase in costs associated with products that were upgraded or enhanced to be competitive. The cost increases 
were partially otTset by product cost improvements in our intemational operations. 

Selling and iVlarketing 

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 relea:-,e:-,, 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 awardeJ 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 miHion, 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 consultants. During 2012, the Turtle Beach's product 
development focused on new product development and technologies to enhance existing products and 
accessones. 

Business Transaction 

Business transaction expenses decreased $9.0 million over 2011 primarily due to bonus payments accrued in 
2011 that were not incurred in 2012. Costs in 2012 were composed of legal and outside consulting fees incuned 
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 outstanding throughout the year. Additional debt issuance costs of $1.3 million 
that wiH 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 011 Bargain Purchase from Acquisition 

The gain on bargain purchase is related to the purchase of TB Europe. See Note 6. "Acquisition," to Turtle 
Beach':, hi:,torical audited financial stat_emenb, which are included a:, Annex D to thi:-. 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 
income. The effective tax rate in 2012 was unchanged at 37% in 201 L The difference between the effective tax 
rate ~md the statutory 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 31,2010 

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 to 
2011, primarily due to new product releases. 

Intemational revenue, which consists primarily of sales to distributors in Europe, increased by 
$22.0 million, or 16Y%, to $35.0 million, from 2010 as compared to 201 L The increase was primarily due to the 
increase in distribution channels. 

Cost of Re~·enue 

The cost of revenue increa~ed 91% in 2011 from 2010 due to higher pnxluct related co~ts 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 Marketing 

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 $ L 1 million for advertising and promotional materials to support 
new product release~ and to build marketing infrastmcture. In addition, there wa~ an increase of $1.3 million for 
salmy and benefits due to an increase in marketing headeount to support planned growth. 

General and Administrative 

General and administrative expenses increased $5.0 miHion from 2010 as compared to 201 L primarily due 
to the restricted stock units issued to the Tmtle Beach's Chairmm1 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 201 I primarily due tn a 
$0.7 million increase in salaries and benefits in an effort to formalize the product development infrastructure. 

Business Transaction 

Business transaction expenses decreased $5.1 million from 2010 as compared to 2011, primarily due to fees 
incurred with the Stripes acquisition in October of 2010 that were not incurred in 201 L 

Interest Expense, net 

Interest expense increased by $2.4 million from 2010 as compared to 201 I, primarily due to a higher 
average term loan balance outstanding throughout the year 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 statutmy 
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 EBTlDA is a useful measure to help evaluate its business, analyze trends, measure 
performance, prepare financial projections and make strategic decisions. 

·rurtle 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, 20 l3, business transaction costs consist of acqui&ition--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 A:rmex D to this proxy statement for more information regarding the acquisition of TB 
Europe); 

For the year ended December 3 I, 20 ll, 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 miHion i.n 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-recuning and not reflective of ongoing financial performance or have no 
cash impact on operations. 
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'T'he material limitations of Adjusted EBllDA are as follows: Adjusted EBlTDA 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 a11 companies use identical measures and calculations, the 
presentation of Adjusted EBlTDA may not be comparable to other similarly titled measures of other 
companies. These limitations are compensated for by using Adjusted EBITDA in conjunction with traditional 
GAAP operating performance and cash-flow measures. Additionaiiy, for the sake of clarity, "Adjusted EBITDA" 
as presented here is defined differently than ''Adjusted EBJTDA'' as used in the section titled ''-Opinion of Craig 
Hallum Capital Group LLC, Financial Advisor to the Parametric Board." 

Adjusted EBITDA (and a reconciliation to net income (loss), 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): 

Net income (loss) ................... . 
Interest expense. net ................. . 
Depreciation and amortization ......... . 
Stock-based compensation ............ . 
Provision (benefit) for income taxes ..... . 
Business transaction costs ............. . 
Gain on bargain purchase ............. . 

Adjusted EBITDA .................. . 

Nine Months Ended 

September 28,2013 September 2'1, 2012 

$(7,044) 
4,580 
3,763 
1,919 

(7, 186) 
2.287 

$(1,681) 

$ 9,289 
2,873 
Ll27 

402 
4,957 

$18,648 

Years Ended December J t, 
2012 

$26,460 
4,738 
2,606 

985 
14,008 

342 
(2,303) 

2011 

$21,554 
2,932 

700 
3,749 

13,782 
9,375 

20HJ 

$HU22 
581 
240 

7,584 
14,433 

$46.836 $52,092 $32,960 

Adjusted EBITDA decreased in the nine months ended September 28, 2013 as compared to the nine months 
ended September 29, 2012 primarily due 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 year to reduce channel inventory, and higher sales and marketing 
expenses due to the acquisition of TB Europe, investments to drive growth in intemational markets and 
accelerated marketing spend ahead of the November 2013 console roll-outs. 

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

In 2011, Adjusted EBITDA increased over 20 I 0 primarily due to the increase in net sales from 2010 to 
2011. In addition, business transaction expenses of approximately $14.4 million were incuned in 20 lO related to 
Turtle Beach's recapitalizations that were not inClmed in 2011. This increase was offset 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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Uquidity and Capital Resources 

Cash and cash equivalents at beginning of year 
Net cash provided by (used in) operating 

activities 
Net cash used in investing activities 
Net cash provided by (used in) financing 

activities 
Effect of foreign exchange on cash 

Cash and cash equivalents at end of year 

,Management Assessment of Liquidity 

Nine Months Ended Year Ended D~.-ocember 31, 

September 28, September 29, 
2013 2012 2012 2011 

(In thousands) 

$ 5,219 $15,942 $ 15,942 $ 7,990 

15,259 
(4,109) 

(11,335) 
28 

$ 5,062 

(2,213) 
(5,305) 

(6,614) 

s uno 

5,000 
(I U80) 

(4,364) 
(79) 

$ 5.219 

2,401 
( 1,634) 

7,185 

$15,942 

2010 
As Restated 

$4,893 

1,106 
(822) 

2,813 

$7,990 

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 liquidity as of September 2K 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 outside 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 mi11ion 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 

TermLuun 

In October 2010, Turtle Beach entered into a Loan and Security Agreement with various financial instimtions. 
The Loan and Security Agreement 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 ofT urtle Beach's assets. The term 
loans bear interest at the greater of (i) the minimum interest rate of 5.50% or (ii) UBOR (London interbank offered 
rate) plus 4.0% per annum. Interest is due monthly. 'I'he tenn loans mature 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 August 22, 2015. Turtle Beach drew 
down $45 million of the term loan in connection with the amendment, of which $25.2 million went to pay otT 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 
(ii) UBOR, plus the applicable margin ranging from 3.50% to 4.25%. The Applicable Base Rate is equal to the 
highest of (l) the Prime Rate as determined by the syndication agent, (b) Federal Funds R.ate plus 0.5% and 
(c) the UBOR rate plus I%. As of September 28, 2013 the interest rates on the term loans was 5. 750C. 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 institutions is as follows (in millions): 

October 2010 Debt Outstanding: Loan and Security Agreement 
Proceeds ........................................................................... . 
Principal payments 2011 ............................................................... . 

Balance December 31, 2011 ............................................................ . 

Principal payments ................................................................... . 
August 2012 Loan and Security Agreement Amendment 

Proceeds ....................................................................... . 
Payment of outstanding balance ..................................................... . 

Principal payments on amended term loan ................................................. . 

Balance Dece1nber 31, 2012 ............................................................ . 

Principal payments ................................................................... . 
Proceeds from Subordinated Notes ....................................................... . 

Balance September 28, 2013 ............................................................ . 

Revob•ing Line of Credit 

$28.0 
(2.8) 

$25.2 

$ (2.9) 

45.0 
(25.2) 
(0.9) 

$41.2 

(7.5) 
\ lO.O) 

$23.7 

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. ln August 2012, the Loan and Secmity 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 mi11ion was paid off. During the year ended 
December 3 L 2012, subsequent to the amendment Turtle Beach drew down $38.0 million on the revolving line 
of credit. The maturity date on the revolving line of credit \Vas 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 rurtle 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 (ii) LlBOR, 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 LlBOR 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 
unused 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 

201lproceeds ........................................................................ $12.0 

Balance December 3L 2011 
2012 Amendment 

20 12 proceeds ................................................................... . 
2012 payoff of prior balance ........................................................ . 

Payments on a1nended revolver ......................................................... . 

Balance Dece1nber 31, 2012 ............................................................ . 
Paym~ents ........................................................................... . 
Proceeds ........................................................................... . 

Balance September 28, 2013 ............................................................ . 

Other Facilities 

$ 12.0 

$48.0 
(10.0) 
(17.0) 

$33.0 
(33.]) 

30.3 

$30.2 

Under the terms of the Loan and Security Agreement (as amended and restated), Turtle Beach can also draw 
down on a swing loan commitment of up to $5.0 million. In addition. Turtle Beach can arrange for certain letters 
of credit with a maximum 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 201L 
Turtle Beach had drawn $0.2 million, $0.2 mi11ion and $0.1 million under the letter of credit facility. 

Covenants 

Outstanding bonowings 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 ofEBITDA minu;, capital expenditures to the sum of income taxes paiu or 
payable, interest paid, scheduled payments of principal on indebtedne~s. as weH 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 inClmed 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 (co11ectively the 
"20 l3 Amendments'') that waived the default 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 f(x the 
12 month period ended June 30, 2013 not be less than $37.0 million, (ii) modification of the total fixed charge 
coverage ratio for periods ending September 28, 2013 through maturity, (iii) 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 to provide for an increase in the eligible amount 
outstanding. 

In addition, the 2013 Amendment~ increased the interest rate on the outstanding term loan by 0.25% to 
0.75% and also required Turtle Beach to issue at least $10.0 million, but not more than $15.0 million, in 
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Subordinated Notes on or before August 30, 2013 to reduce the outstanding bonowings 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 tenn loan. The Subordinated Notes bear interest at a rate of (i) 10% per 
annum for the first year and (ii) 20~'k, per annum for all periods thereafter, with interest accming 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 ·rurtle 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 prefened stock with 
a fair value of $12.4 million. Turtle Beach is required to redeem the Series B prefened 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, 20 13 and December 3 I, 20 12. 

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 invest 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 conve1tible debt Turtle 
Beach· s existing stockholders could suffer significant dilution, and if it raises additional funds through the 
issuance of debt securities or other honowings, ihese seemities or bonowings 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 Beach's 
consolidated financial statements, which, in tum, 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-tine customers. Turtle Beach recognizes revenue when persuasive evidence of 
an anangement 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 transfeiTed. 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 
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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 ;.mticipated 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 unanticipated changes in consumer 
preferences, weakening economic conditions and reduced conmmer 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 inventmy, 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 canying 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 canying value of these assets may not be recoverable or that the useful 
life is shorter than Turtle Beach had originaHy 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 internal 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 
undiscounted cash f1ows the asset is expected to generate over their remaining lives. If the asset is considered to 
be impaired, the amount of any impainnent 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, 20 lO, 2011 and 
2012 and for the nine months ended September 29. 2012 and September 28, 2013. 

Stock-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 f>tock-based awards, Turtle Beach uses the Black-Scholef> 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 
expected to be outstanding. Turtle Beach estimates the expected term for its equity incentive grants based on a 
study of several unrelated public peer companies witl1in 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 unrelated public companies within Turtle 
Beach's industry that are considered to be comparable to it-; 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 yield 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 
as:-,umption:-, given in the table below: 

Nine Months Ended Year Ended December 31, 

Expected tenn (in years) .... . 
Risk--free interest rate ....... . 
Expected volatility ......... . 
Dividend rate ............. . 

September 28, 
2013 

September 29, 
2012 

(Unaudited) 

6.0 N/A 
N/A 
N/A 
N/A 

1.0%-- 1.1% 
50.4% - 50.5% 

0% 

21112 

6.0 
0.8%-- 1.1% 

50.5%-51.1% 
0% 

2011 

6.0 
1.5% .. 2.4% 

51.2% -52.4% 
0% 

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

In addition to the Black-Scholes as;,umptions noted in the table, the Turtle Beach abo e;,limates 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 tumover 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 fumre forfeimres differs fi·om the estimates, Turtle Beach might be required to record 
adjustments to stock--based compensation in future periods. 

·rurtle Beach continues to use judgment in evaluating the expected term, expected volatility and forfeiture 
rate relateu to its stock-baseu compensation calculations on a prospective basis. As Turtle Beach continues 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 future stock-based 
compensation. 

Signifi'cwil Factors Used in Determining Fair Value 1<( 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 Gnmt 

Grant Date Options Granted Share of Common Stock Date ·Fair Value (1) 

(In thousands) 

April L 2013 1.025.000 $2.01 $2.26 $257 
May 20.2013 150,000 2.01 2.26 38 

(I) ·rurtle 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 prefened stock relative to those of 
common stock; 

-144-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043685 

244-153 



Turtle Beach's actual operating and financing performance; 

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

industry infmmation 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 reas~ess the fair value of the common stock underlying 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 finn 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 Turtle 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. Defened 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 deferTed 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 defened 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 audit 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 Pronouncements 

Refer to Note 2 (Summary of Significant Accounting Policies) to tl1e 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 contracmal 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 anangements. 
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Refer to Note 9 (Commitments and Contingencies) to the consolidated financial statements included as 
A.1mex 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 3 L 20 12, the future non--cancelable minimum payments under these 
commitments were as follows: 

Contractual Obligations: (I) 
Operating lease obligations (2) 
Series B Prefened stock (3) 
Principal payments on long term debt (4) 
Interest and fees on long term debt (4) 
Purchase Commitments (5) 

Total 

Total 

$ 4.010 
51,928 
74,250 

3.197 
8,400 

$141,785 

Payments Hue by Period 
(in thousands) 

Less Than 1-3 3-5 
One Year 

$ 731 

48,000 
1,856 
8,400 

-----------------------

$58,987 

Years Years 

$ 1,230 $1,119 

26.250 
1,341 

$28,821 $1,119 

More Than 
lilve Yenrs 

$ 930 
5L928 

$52,858 

( l) Contractual obligations exclude tax liabilities of $ L5 mill ion rei ated 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 prefened stock is 
still outstanding 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 
prefened dividends of 8.0f:;(; per annum of $39.5 million. 

(4) l)ebt obligations include $33.0 million and $41.3 million in principal on Turtle Beach's revolving line of 
credit and term loan. 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 affiliated investors, including the Srripes 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 Disdosm·es 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. 

lnterest Rate Risk 

Turtle Beach is exposed to market risk due to the possibility of changing interest rates under its credit 
facilities. Its 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 20 12, 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 fisca12012 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. DoHar 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 
Poum:l. 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 in 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. 

·ro date, Turtle Beach has used derivative financial instruments, 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 year. 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 item. The Company does not use derivative financial instruments for speculative or trading purposes. 

lnflation 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 inllation has had a 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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MANAGEMEN'l' OF' PARAMETRIC "FOLLOWING TI:IE MERGER 

Arrangements Relating to Parametric's Executive Officers and Directors 

·rhe 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 
James L. Honore 
Robert M. Kaplan, Ph.D. 
Elwood G. Norris 
Kenneth J. Potaslmer 

Chief Financial Officer, Treasurer and Secretary 
Director 
Director 
Director and President 
Executive Chairman 

Immediately after the effective time of the merger, the remaining directors on the Parametric Board (Messrs. 
Potashner and Wolfe) will cause the number of director~ 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' f.. chief executive officer after the dosing of the merger, and two of whom will be independent director:>, 
and eligible to serve on the audit committee (including one audit committee financial expert) under NASDAQ and 
SEC mles, 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 Executive Officers of Parametric Following the Merger 

'T'he following table lists the names and ages as of October L 2013, and positions of the individuals who are 
expected to serve as executive officers and directors of Parametric following completion of the merger: 

Name 

Juergen Stark 
Kenneth A. Fox 
Ronald Doomink 
Kenneth F. Potaslmer 
Andrew Wolfe, Ph.D. 
John Hanson 

Age Position(s) 

4 7 Director, Chief Executive Officer and President 
43 Director 
59 Director 
55 Director 
50 Director 
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 dete1mined 
who the other executive officers. if any. of Parametric will be following completion of the merger. 

.]uergen 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 lnc. and Motorola Mobility Holdings, Inc. with responsibilities for hardware and 
software businesses in the consumer, enterprise, and govemment 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 Augusi 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 skiHs to serve as a director. 

Kenneth A. Fox. Mr. Fox fmmded Stripes Group, LLC in Febmary 2003 and has served as the Managing 
General Partner 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 cunently 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 North America, LLC Within the past five years Mr. Fox 
has also served on the board of directors of NetQuote, lnc. 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. Doomink served as President of Activision, Inc. from 1998 to 2006, and 
served in other senior management and advisory roles with Activision and Activision-B1izzard, Inc. through July 
2012. Mr. Doomink has also held senior management positions with Erasmus Equity Investments, 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 
lnc., a position he has held since Febmary 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 electeu to the Board of Director;, in 1998. From May 2003 lo 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 'Iechnologies, 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, be was President, Chief Executive Officer and Chairman of SONICblue 
incorporated (formerly S3 Incorporated), a supplier of digital media appliances and services. He was Executive 
Vice President and General Manager of Disk Drive Operations for Com1er 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 Southem 
Methodist University in 1981. 

Mr. Potashner brings extensive experience in the management and operation of tedmology 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 20 12. He founded 
Wolfe Consulting in 2002 and serves as a technology and intellectual property consultant in the consumer 
electronics. computer, and semiconductor industries. He works with Global 500 corporations and technology 
startups in developing product strategy, new product technology, and intellectual 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 S3, 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 
in 1992 both from Carnegie Mellon University. 

Dr. \Volfe's extensive lP 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 V'IB 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 20 ll, Mr. Hanson served as Chief Financial Officer for OneCommunications Corp., a local 
exchange carrier located in Boston, Massachusetts. Mr. Hanson has also previously served as the Chief Financial 
Officer for Worldport Communications, lnc .. MiHennium Rail, lnc., 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 J.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 Illinois 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 mles. A "controlled company" under NASDAQ rules is a listed company more than 50 percent ofthe 
voting power of which is held by an individual, a group or another company (and which elects to be treated as a 
"controlled company''). Pursuant to the voting provisions contained in the Stockholder Agreement described 
below, certain stockholders of VTBH 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 woukl otherwise require (il a majority of the members of the Parametric Board to be 
independent. (ii) that the compensation committee of Parametric be comprised entirely of independent directors, 
and (iii) 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 :>tockholders of VTBH 
(including ali holders of VTBH common stock and Series A. Preferred Stock), referred to as the ''VTBH 
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 VTBH 
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 refen·ed 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 IJot sell or otherwise transfer the merger shares for a period of six months 
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following the dosing 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, tlle 
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 SG VIB Holdings, 
LLC, referred to as "SG VTB.'' The Stockholder Agreement also includes customary indenmification and 
expense reimbursement obligations in connection with registrations of merger shares conducted pursuant to the 
Stockholder Agreement. 

Controlled Company; 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, refened to as the 
"Stoddwlder Group.'' for purposes of the Exchange Act. The VTBH stockholders provided these block voting 
covenants to cause Parametric to qualify as a "controHed company'' under NASDAQ rules fo11owing the dosing 
of the merger. Furthermore. the VTBH stockholders agreed, etTecti ve 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 long as SG VTB and its 
affiliates collectively beneficially own at least I 0% of the outstanding capital stock of Parametric. The VTBH 
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 Stocldwlder 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), (ii) the consummation of 
a disposition of shares by SG VTB and its affiliates that would have the effect of transfening 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, foHowing 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 VTB and 
its affiliates collectively own any merger shares, the registration rights set forth in the Stockholder Agreement 
will not lenrrinaie without the prior written consent of SG VTB unles;, the Stockholder Agreement is terminated 
prior to the dosing 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. 

Director 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 I isting rules (including Dr. \Volfe). As of the date of this 
proxy statement, VTBH has not yet determined whom it will designate to serve a;;, independent directors on the 
Parametric Board. 

Bmn·d Committees of Parametdc ·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 conmrittee. 
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Audit Committee 

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 finn; 

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 finn, as 
appropriate, Parametric's financial repmis, eamings announcements and its compliance with legal and 
regulatory requirements; 

establishing procedures for the treatment of complaints received by Parametric regarding accounting. 
internal accounting control:> or auditing matters and confidential submissions by Parametric's 
employees of concerns regarding questionable accounting or auditing matters; 

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 wiH aho 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 mies and meet the additional tests for independence for audit committee 
members imposed by Exchange Act Rule JOA-3 and NASDAQ rules. 

Compensation Committee 

The primary purpose of the compensation conunittee 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 can-ying 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; 

reviewing and formulating policy and determining the compensation of Parametric's executive officers 
and employees; 

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

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 commit tee to be included in 
Parametric's annual proxy statement; 

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 
committee along with two additional independent directors identified by the Parametric Board. 

Nominating and Corporate Governance Committee 

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

identifying, reviewing and evaluating candidates to serve on the Parametric Board; 

determining the minimum qualifications 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 govemance principles. and reviewing and recommending 
to the Parametric Board any changes to such principles; and 

periodically reviewing and eva] uating the nominating and corporate govemance committee· 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 JVIerger 

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 Parameti·ic 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 ''Proposal4-
Approval of the 2013 Stock-Based Incentive Compensation Plan'' section of this proxy statement, and the Annual 
Incentive Bonus Plan is described in the "ProposalS- 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 l3, 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 salmy of $535,000 and is 
eligible to participate 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 tl1ese 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--cunent 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--cunent annual base salary, (ii) healthcare continuation 
benefits for a period of one year following such termination and (iii) 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 VTR 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 Mr. Stark to cany 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 
oppornmity; in each case, unless cured by VTB within 30 days following notice thereof from Mr. Stark. 
"Approved sale" is defined to include (i) the sale by SG VTB Holdings, LLC of not less than 50% 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 ali or substantiaHy all of its assets or 
otherwise. 

Stock Award Agreement- J uergen Stark 

Pursuant to a stock option award agreement with VTBH, Mr. Stark was granted an option to purchase 
6,730,448 shares of VTBH common stock under the VTB Holdings. Inc. 2011 Equity Incentive Plan with an 
exercise price of $2.0 I per share. One--quarter of the shares granted under the option vested on September 4, 
2013, the first am1iversruy 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 I, 2013. approximately 1.682.612 of such shares had vested. 
The treatment of VTBH equity-based awards in connection with the merger is described in the "Proposal!- The 
Merger Proposal--- Treatment of VTBH Equity-Based Awards in the Merger" and "Proposal4 ---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 cunently receives an annual base salary of 
$350,000 and is eligible for a target performance bonus of 40% of his base ;,alary (increasing to 50% of base 
salmy 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 301h day following completion of the merger, Mr. Hanson will receive a stock 
option grant of the number of shares of Pm·ametric common stock that 700,000 shares of VTBH 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 I- The Merger Proposal- Treatment of VTBH Equity--Based Awards in the Merger'' and 
"Proposal4- Approval of the 2013 Stock-Based Incentive Compensation Plan'' ;;,ections of thi;;, proxy statement. 
The strike price will equal the dosing 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 L 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 arumal 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 year of tennination 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 Afiiliates 

Subordinated Notes 

On August 30, 2013, VTBH issued $10.0 million of subordinated notes, refened 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 (ii) 20% per annum for all period:, thereafter, with interest 
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 occur on the one year 
anniversary of the later of (i) 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 VTBH' s outstanding term loans. The investors in the 
Subordinated Notes were the foHowing: 

investor 

Juergen Stark (1) 

Doom ink Revocable Living Tmst dated 
December 17, 1996, as amended (2) 

SO VTB Holdings. LLC (3) 

Total 

Original Principal 
Amount Outstanding 

$500,000 

$L003,025 

$8,496.975 

$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 wi II become the Chief Executive Officer and President of Parametric and a director of Parametric. 

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

(3) SG VTB is the holder of 42,889,555 shares of Series A Preferred Stock of VTBH, representing a 44.61% 
ownership interest on a fully--diluted basis. At the effective time of the merger, the shares of VTBH capital 
stock held of record by SG VTB will con veri into shares of Parametric common stock as described in the 
''Proposa11 ---The Merger Proposal--- Treatment of VTBH 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. Doom ink 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 VTBH 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 UF TUE 21H3 S'l'OCK-BASED INCEN'l'IVE COMPENSATION PLAN 

'T'he 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, Parametric intends to grant stock-based incentive 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 its 2012 Stock Option 
Plan (together, and in each case as amended, the "Prior Plans"); provided that options currently outstanding 
under the Prior Plans wiH 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, (ii) the stockholders have approved the merger proposal and (iii) the merger has been 
consummated. 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 subsidiaries 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 
(refen·ed to as "SARs''). 

Following the consummation of the merger, Parametric will assume the VTB Holdings, Inc. 20 11 Equity 
Incentive Plan (refen·ed 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 VTB Stock 
Plan and the applicable award agreements, provided that outstanding options granted under the VIB Stock Plan 
will be exercisable for Parametric common stock. Following the consmnmation of the merger. there will be no 
further awards granted under the VTB Stock Pian. 

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 number 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':, outstanding !'>hares after giving effect to the il'>suance of !'>hares to 
VTBH stockholders contemplated by the merger agreement. No individual employee may be gnmted more than 
450.000 shares under the Stock Plan dur.ing any calendar year. 

Basis for Parametric Board's Adoption c:fthe Stock Plan. The Parametric Board's purpose in adopting the 
Stock Plan was to ensure the longevity, effectiveness and administrative flexibility ofthe 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 our 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). 

'T'he Stock Plan is intended to give Parametric the f1exibility 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 wiH be eligible to participate in the Stock Plan and therefore anticipates making 
conesponding increases in the aggregate 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 Parametric Board determined 
that rhe 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 in the Stock Pian and those of Paramdric' 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 Recvcling. 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 cmmection 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 fuH 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 "claw back" or recoupment policy set forth in the participant's 
Award agreement or as required by applicable law. 

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

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

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 
participant~. 

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 c<m 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 Pian by Parametric's stockholders. A vvards 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 

'T'he 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 issuance 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 during 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 win be approximately 130 employees. 
five consultants and six non--employee members of the Parametric Board eligible to receive awards under the 
Stock Plan. 

A_dminislration. 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; (ii) 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, exercisabilily or settlement 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 shaH determine. and a11 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 
inconsistency 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) constme and interpret the Stock Plan and make all other 
determinations as it may deem necessary or advisable for the administration of the Stock Plan. 'T'he Plan 
Committee may delegate some or aU of its povvers to any executive officer of our company or any other person. 
other than its authority to grant awards to certain specified executives. 

Types of A wards. A wards that can be granted under the Stock Plan include common stock. deferred stock, 
restricted stock, restricted stock units (refened 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. tTpon the grant date, the 
participant will have ail 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 Stock. In a deferred stock award. Parametric agrees lo Jeliver, subject to certain conuitions, 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 wiH have no rights as a stockholder with respect to any 
such shares. No dividends will be paid with respect to shares of defened stock during the applicable deferral 
period, and the participant will have no fumre 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 to 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 1ight to any dividend paid during such period. 

Restricted Stock Units. 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 pa1ticipant 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. lf 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 i11centive stock optio11 must be at least I 10% of the fair market 
value of a share of common stock on the date the incentive stock option is granted. 

Stock Appreciation Rights. A gram of a SAR entitles the holder to receive, upon exercise of the SAR the 
excess of the fair market value of one share of Parametric common stock on the date of exercise over the grant 
price of the SAR as determined by the Plan Committee. 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 Pian 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: 
(i) stock price, (ii) market share. (iii) sales, (iv) earnings per share, (v) diluted earnings per share, (vi) diluted JJet 
income per share, (vii) retum on stockholder equity, (viii) costs, (ix) cash flow, (x) retum on total assets, 
(xi) return on capital or invested capital, (xii) return on net assets, (xiii) operating income, (xiv) net income, 
(xv) eamings (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, (xxiii) completion of acquisitions 
or business expansion (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. T11e 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 Committee 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 in 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: (i) fully vest any or all 
awards; (ii) uetermine whether all applicable performance goals have been achieved and the applicable level of 
performance; (iii) cancel any outstanding awards in exchange for a ca~h 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 a11 of the participant's unexercised options or SARs; (v) where Parametric is not the surviving 
corporation after a chtmge 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, con:>olidation, :>pin-off. combination, repurcha:>e 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 thereafter be issued in connection vvith 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 Requiring 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 adjustments 
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 f()r stockholder approval under any federal or state law or 
regulation or NASDAQ listing rules. 

Cfawback. Any award granted under the Stock Plan, including a common stock award, will be subject to 
mandatory repayment by the participant to Parametric pursuant to the terms of any company "dawback" 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. 

Tran.~fer Restrictions. No award or other right or interest of a participant under the Stock Plan may be 
assigned or transfened for any reason during the participant's lifetime, other than to Parametric or any subsidiar-y 
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. 

Effeclil•e Date. The Stock Plan shall become effective when, and only when, (i) the stockholders have 
approved the Stock Plan, (ii) the stockholders have approved the merger proposal and (iii) the merger has been 
consummated. 

Certain Federal Income Tax Considet·ations 

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 only 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 
corresponding 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 shm·es 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 recognize:-. JJO taxable income aml Parametric b not entitled tu a deduction 
when defened 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 conesponding 
deduction. A participm1t's tax basis in shares of common stock received at the end of a defeiTal pe1iod 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 following the end of the defenal 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 
in 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 is not entitled to a deduction at such time. When the forfeiture restrictions with respect to the 
restricted stock lapse, the pmticipant wiH 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 conesponding deduction. 
A participant's tax 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-tenn 
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. 

Pmticipants 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 shm·es when the shares are received rather thm1 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 wi11 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 shm·es 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 ihat iime. lf, however. the shares are subsequently forfeited to ParametTic, the participant will noi 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 83(b) election. To make a Section 83(b) election. a participant must file an appropriate 
form of election with the Internal Revenue Service and with ParameiTic, 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 return 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 pariicipani will 
recognize ordinmy 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 conesponding deduction. A participant's 
tax basis in the shares of common stock received upon exercise of a non--qualified 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 nm1-qualified option, 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 yem·. 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-qualified options may, with the 
consent of the Plan Committee, be made in whole or in palt 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 sunendered for ail equivalent number of shares of common stock received. m1d the equivalent number of 
shares received will have a tax basis equal to the tax basis of the sunendered shares. In the case of payment in 
restricted stock, however, the equivalent number of shm·es of common stock received shall be subject to the same 
ri:>ks of forfeiture or restriction:> on tran:>fer as those that applied to the restricted stock :>urrendered. The fair 
market value of shares of common stock received in excess of the number of shares sunendered wi11 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 is 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 yem·s from 
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the date of grant and one year from the date of exercise), gain or loss recognized by a participant upon 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-tenn 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 wiH be treated as a tax-free exchange of the shares of common stock or 
restricted stock sunendered (assuming the sunender 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 wiH 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 to the restricted stock 
sunendered. Shares of com.mon stock received in excess of the number of shares surrendered will have a tax 
basis of zero. 

SA.Rs. A participant recognizes no taxable income and Parametric is not entitled to a deduction when an 
SAH. is granted. Upon exercising an Si\R, 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 conesponding 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 
year. ·rhe 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. Parametric is entitled to deduct from the payment of any award (whether made in stock or in 
cash) ail 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 payment of 
the award. Participants who are subject to Section 16 of the Securities Exchange Act of 1934 may, and the Plan 
Committee may a11ow 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 necessmy to satisfy the withholding obligation. 

New Plan Benefits 

The benefits that will be awarded or paid under the Stock Plan are not cun-ently determinable. Awards 
granted under the Stock Plan are within the discretion of the Plan Committee, and the Plm1 Committee has not 
determined the 1mmber 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. T11e 2012 Plan replaced 
the 20 W 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 information as of September 30, 2013. with respect to compensation plans 
(including individual compensation arrangements) under which our equity securities are authorized for issuance, 
aggregated as follows: 

Plan Category 

Equity compensation plans approved by security 
holders 

Equity compensation plans not approved by 
security holders 

Total 

Number of securities 
to be issued upon 

exercise of 
outsta odi og options, 
warra ots and rights 

(a) 

1,322,854 

25.500(1) 

1,34KJ54 

Weighted-average 
exercise price of 

outstanding options. 
warrants a od rights 

(b) 

$5.43 

$9.25 

$5.51 

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

Vote Required 

Number of securities 
remaining available for 

future issuance under equity 
cornpensarion plans 
(excluding securities 

reflected in column (a)) 
(c) 

195,500 

195,500 

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 wiH have no 
effect on the outcome of the vote. 

THE BOARD O:F DHU~CTORS RECOMMENDS THAT YOU VOTE "F'OR" THE APPROVAL OF 
THE PARAMETRIC SOUND CORPORATION 2013 STOCK-BASED INCENTIVE COMPENSATION 

PLAN 
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PROPOSAL 5- APPROVAL Ol~' THE ANNUAL INCENTIVE BONUS PLAN 

The Parametric Board is asking Parametric's stockholders to vote on the Parametric Sound Corporation 
Annual Incentive Bonus Plan (refeiTed 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 
success, and to thereby motivate employees to continue to make contributions in the future by granting 
performance-based cash awards that may be fuHy tax-deductible to Parametric. The Bonus Plan will become 
effective when, and only when, (i) the stockholders have approved the Bonus Plan, (ii) the stockholders have 
approved the merger proposal and (iii) 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 include the establishment of objective performance goals for the 
payment of such compensation by a committee of the Board composed solely of two or more outside directors, 
stockholder approval of the material te1ms 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 qualified personnel by providing annual and long-term incentive 
compensation bonus award~. 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 
application of Section 162(m) of the Code if it determines in its discretion that the payment of such compensation 
is in the interests of Parametric and its stodd10lders. 

Summary of the Phm 

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 thi& proxy statement as Annex F. Capitalized terms 
not otherwise defined in this summa1y have the meanings given to them in the Bonus Plan. The Bonus Plan will 
permit incentive compensation bonus awards to be structured tn qualify as "performance-based" compensation 
under Section 162(m) of the Code. 

Eligibility. AH 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(m) of the Internal Revenue Code of 1986. as amended, or the Code. The compensation 
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; (iii) construe and interpret the Bonus Plan and any agreement 
or instrument 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 compensation committee with 
respect to the Bonus Plan will be finaL binding and conclusive on an 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 $LOOO,OOO paid to certain of 
our executive officers under Section 162(m) of the Code, which is referred to as a qualified incentive bonus; 
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 department thereof: (i) stock price, (ii) market share, (iii) sales. (iv) earnings per share, (v) di.luted earnings per 
share, (vi) diluted net income per share, (vii) return on stockholder equity, (viii) costs, (ix) cash flow, (xl return 
on total assets, (xi) return 011 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) improvement:, in capital :-.tmcture, (xvii) gross. operating or other margins, (xviii) budget and e>,pen:-.e 
management, (xix) productivity ratios, (xx) ·working capital taTgets, (xxi) enterprise value, (xxii) safety record, 
(xxiii) completion of acquisitions or business expansion, (xxiv) economic value added or other value added 
measurements, (xxv) expenses 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 mrd (xxxi) marketing and distribution of products. 
Performance goals with respect to incentive bonuses that are not iJJt.ended 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. Performance goals may be measured absolutely or relative to <m 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 pm·ticipants 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 perfonnance 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 
performance 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 reorganization. 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 m1 incentive bonus as the compensation committee may determine to be appropriate in order to 
prevent dilution or enlm-gement of the awards granted to participm-1ts under the Bonus Plan. 

Clawback. Ali incentive bonuses paid or to be paid under the Bonus Plan are subject to rescission, cancellation 
or recoupment, in whole or in pm-t, under any cutTent or future "claw back" or similar policy of Parametric. 
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Eflective Date. The Bonus Plan will become efTective when, and only when. (i) the stockholders have 
approved the Bonus Plan, (ii) the stockholders have approved the merger proposal and (iii) the merger has been 
consummated. 

New Plan Benents 

Incentive bonuses that will be paid under the Bonus Plan are not cunently 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 wiH be. 

Vote Required 

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 UF DIRECTORS RECOMM.ENDS THAT YOU VOTE "FOR" THE APPROVAL OF 
'l'HE PARAMETRIC SOUND CORPORA'l'ION ANNUAL INCENTIVE BONUS PLAN 
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COMPENSATION UF PARAMETRIC I~XECU'l'IVE UF~'ICERS 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 tiscal2013. 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. Bames. 
The following tables and narratives address and explain the compensation provided to our named executive officers 
in fiscal 2013. AU figures below reflect our 1-for-5 reverse stock split which was effected on March 21, 2012. 

Summary Compensation '!'able 

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

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

Kenneth F. Potaslmer. 2013 $350,000(1) $29.531 $ 251,312(5) $ 630,843 
Executive Chairman (PEO) 2012 $204,167(1) $1.308,189(6) $127 ,000(9) $1,639.356 

Elwood G. Norris, 2013 $162,000(2) $11,391 $ !95,465(7) $ 368,856 
President (former Chief Executive 2012 $14L000(2) $ l4l,OOO 
Officer) 

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

0) Mr. Potashner became an employee of Parametric and was appointed 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. Potaslmer is $350.000. 

(2) From November 2010 through March 2012, we accrued monthly payments of $10,000 for Mr. Nonis (our 
Chief Executive Officer from June 2010 until March 2012) and of $7,500 for Mr. Bames (payable to 
Sunrise CapitaL Inc., a company wholly-owned by Mr. Barnes) for their services a:-. executive officers 
pursuant to anangements agreed to in November 20 lO. These amounts were defened and accrued without 
interest through the date of Parametric· s March 2012 secondary offering. As of April 2012, the annual base 
salaries for Messrs. Norris and Barnes were each increased to $162,000. In connection with Parametric's 
March 2012 secondary offering, 011 March 27, 2012 a total of $80,000 of defened base salary for Mr. Nonis 
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 pursuant to the 2012 Cash Bonus Plan. 
(4) Represents ihe aggregate grant daie fair value, as determined under Financial Accounting Standards Board 

(FASB) Accounting St<mdards Codification (ASC) Topic 718. Stock Compensation, of all option awards 
granted to the named executive officers during fisca12012. Fair value is calculated as of the grant date using a 
Black--Scholes option-p1icing 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% (20 12- 1.00% ), expected lives of 3.06 years (2012 - 4.76 years), dividends and 
forfeitures of 0% for both years. The grant ar1d 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 HHl 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 dosing 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 $l ,286.058 as the fair value of 410,000 options originally granted for his service as a 
consultant in December 2011 with the repmted 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 April2012 subject to performance vesting condition~ 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 35,000 options granted in February 2013. 
(8) Amount for 20! 3 is the fair value of 27,500 options granted in February 2013. 
(9) During fiscal 20 12, Mr. Potashner w a~ paid $2,000 for his services a~ a director prior to providing services 

to Parametric as an employee and $125,000 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 
Chainnan. 

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. Potashner 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 ba~e salary then in effect, subject to the achievement by Mr. Potaslmer and Parametric of 
performance criteria for each bonus year as :>o 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; 
(ii) 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. Potaslmer (i) 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. Potash11er 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 
modification resulted in 198,000 shares being vested as of April 3, 2012, 195,000 shares to then vest equaHy over 
eight calendar quarters that commenced March 31, 2012 and 20,000 shares that vested in August 2012 upon 
achievement of pe1formance 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 April3. 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 currently has one. 

Cash Bonus Pltm 

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 in the ''Summary Compensation Table'' above. These 
payments represented payments under the 2012 cash bonus plan covering the period April L 2012 to 
December 3 l, 2012. 

On February 21, 2013 we adopted a cash bonus plan for the period Jan nary 1, 2013 to December 31, 2013, 
pursuant to which each of our 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~/b upon Parametric 
achieving certain licensing targets, 25% based upon Parametric achieving certain tedmology development targets 
and 25% upon Parametric or its licensees or partners achieving certain cm1snmer 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 Me1->srs. Norri1> 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 .Janumy 30, 2014 and paid by 
March 15,2014. Each participant must be employed as ofJanuary 1, 2014 in order to receive a bonu& 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 
accmed pursuant to these arr-angements at September 30, 2013 pending consummation of the transaction and no 
amounts were accrued under the performance targets. 

Other Payments 

Syzygy Licensing, LLC ("Syzygy'') an entity controlled by Messrs. Norris and Barnes, was entitled to 
receive a royalty in consideration of technology licensed until termination of the license in December 201 L 
These payments are not considered executive compensation. During the fiscal year ended September 30, 2011 
aggregate royalties accmed were $3,835 and for the period from October L 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 pursum1t 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 I 0-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 

'T'he 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: 
Number of Number of Number of 
Securities Securities Securities 

l.Jnderlying l.Jnderlying Underlying 
Unexercised Unexercised Unexercised Option 

Options Options Unearned Option Expiration 
Name Exercisable Unexerdsable Options Exercise Price Date 

Kenneth F, Potashner 50(1) $1,000 3/5/2018 
16,875(2) 28,125(2) $ 9.95 2/21/2018 
!0,000(3) $ 3.25 12/29/2016 

360,625(4) 24,375(4) $ 3.25 12/29/2016 
175,000(5) $ 4.50 4/3/2017 

Elwood G. Norris 13,125(6) 21,875(6) $10.95 2/21/2018 
75,000(7) $ 1.65 10/8/2015 

James A. Bames l 0,313(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 HHl 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 HHJ financing condition. The options terminate upon closing of 
the merger with Turtle Beach. 

(2) Thi~ time-based option was granted under the 2012 Plan on February 21, 2013, with a per share exerci:-.e 
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, 201 L 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, 2011 and the option vests as follows: (i) 1,250 shares vested on the 
vesting commencement date and (ii) an additionall,250 shares vest each fiscal quarter end following the 
vesting commencement date, subject to continued service with Parametric. 

(4) This time-based option was granted under ihe 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 I 0% at grant (41,000 shares vested), 
154,000 shares vested on April3, 2012, 20,000 shares to vest upon achievement of pe1formance targets 
established by the Board of Directors (which targets were achieved and vested in August 2012) and the 
remaining 195,000 shares vesting quarterly over eight calendar quarters commencing March 31, 20 l2, subject to 
continued service with Parametric. The executive officer exercised 25,000 of these options in Februa1y 2013. 
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(5) 'T'his 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) 'T'his 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) 4,375 shares vested on the 
vesting commencement date and (ii) an additional4,375 shares vest each fiscal quarter end following the 
vesting commencement date, subject to continued service with Parametric On August 2, 2013 Parametric 
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). 

(7) 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 our shares of common stock on the date of grant. The vesting 
commencement date was December 3 L 2010. 

(8) 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 ~hares of common 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 additional3.437.5 shares vest each fiscal quarter end following the 
vesting commencement date. subject to continued service with Parametric. On August 2. 2013 Parametric 
made a modification to vest these options in full upon a change of control followed by such executive's 
departure from Pm·ametric 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 Vpon Termination, Death, Disability, or Reth'ement 

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 Kenneth F. Potashner.'' Mr. Potashner's current annual salary is $350,000. In addition, 
Mr. Potashner is entitled to full vesting of any nnvested options on occnnence 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 
ce1tain circumstances thereafter ("double trigger'' vesting). 

Dkector 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 quarterly in arrears. No additional amounts are payable for committee 
participation. ln addition, non-employee directors receive equity 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. Nonis, do not and will not receive any compensation for their service~ as a director while 
providing service as an employee. In the case of Messrs. Potashner and Norris, who are named executive officers 
of Parametric for fisca12012 and 2013, their compensation for fiscal20 12 and 2013 is reported in the Summary 
Compensation 'Table above. 
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'T'he 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 Option All Other 

Nllme Cllsla Awllrds (1)(2) Compensation Tol>al 

Seth Putterman $12,000 $27,924 $202,775(3) $242,699 
Robert M. Kaplan $12,000 $27,924 $ 39,924 
Andrew Wolfe $12,000 $27,924 $ 39.924 
James L. Honore $12,000 $27,924 $ 39,924 

(I) 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 fiscal20 13. Fair value is 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 our stock price as wen 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 cunent 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 011 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: 

Number of 
Oulsl>anding Shares 
as of September 30, 

Grant 2012 Subject to Exercise Expiration 
Name Date Option Price Date 

Seth Putterman 2/21/13 5,000 $9.95 2/21118 
517/11 5,000 $3.30 517116 

1113112 5.000 $4.55 1113!17 
Robert M. Kaphm 2/21/13 5,000 $9.95 2/21118 

517/11 5.000 $3.30 517116 
1113112 5.000 $4.55 1/13!17 

Andrew Wolfe 2/21/13 5,000 $9.95 2/21118 
2116/12 10,000 $3.90 2/16/17 

.James L Honore 2/21113 5.000 $9.95 2/21!18 
3/5/12 10,000 $4.25 3/5117 

(3) Dr. Putterman resigned as a director on November 21, 20! 3. Represents non-director service consulting fees 
of $40,000 paid to Dr. Puttennan 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 20 t2 plan on February 21. 2013. These options were valued at 
$162.775 on the effective grant date of Febmary 21, 2013 (the assumptions in determining fair value 
included volatility of 88%, risk free interest rate of 0.41 %, expected lives of option term. dividends and 
fmfeitures of 0%) but are revalued each reponing period. 
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Wl-IERE 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 ofthe documents at prescribed rates by writing to the 
Public Reference Section of the SEC at lOO F Street, N.E., Washington, D.C. 20549. Please caH 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 i~suers that file electronica11y 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 questions about the special meeting or the transactions afler reading this proxy statement, you 
may contact Parametric's proxy solicitor, Monow & 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 publicly filed with the SEC. Therefore, if anyone should give you 
any different or additional information, you should not rely on it. 

'T'he 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 

'T'he 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 
information incorporated by reference is an important part of this proxy statement, and information filed later by 
us with the SEC will automatically update and supersede this information. 

Parametric incorporates by reference its Annual Report on Forn1 10-K for the fiscal year ended 
September 30, 20 13. as filed with the SEC on November 26. 2013, and. with respect to this proxy statement, any 
future filings thai Parametric makes with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act. 

All documents and reports filed by us pursuant to Section13(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 h-om 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 sub:>equently filed document which also is or is deemed to be 
incorporated 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 chnrge, 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): bank<> and 
brokerage firms. please call (203) 658-9400. A copy will be provided by first class mail or ot11er 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. 

STOCKHOUlER 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 "20 14 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 ilie 2013 Annual Meeting of Stockholders, notice by the stockholder to be timely must be 
so received not earlier than the dose of business 011 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. t11e 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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OTI-tER MAT'l'ERS 

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 ~md return the proxy at your earliest 
convenience in the enclosed envelope, which requires no 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 seH 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. 
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By order of the Board of Directors, 

!sf James A. Bames 

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

December 2, 20 13 
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AGREEMENT AND PLAN OF MERGER 

This AGREEMENT AND PLAN OF MERGER (this ''Agreement''), dated as of August 5, 2013, is by and 
among Parametric Sound Corporation, a Nevada corporation (''Parent"), Paris Acquisition Corp., a Delaware 
corporation and a wholly owned subsidiary of Parent ("l\;I~rger~ll~"), 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 interest~ of each corporation and its re~pective stockholders that Parent, Merger Sub and V'IBH engage 
in a business combination; 

WHEREAS, the respective Boards of Directors of Parent, Merger Sub and VTBH have determined that such 
business combination shaH 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 VTBH, and the holders of a 
majority of the shares of VTBH 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 ca<>e may be, and the stockholders of Parent, Merger Sub and VTBH; 

WHEREAS, as a condition to VTBH 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 "_',i_~l_t_i~~g __ AgE~~l!l_(;~~~~") with certain stockholders of Parent pursuant to which, among other 
d1ings, such stockholders have agreed. subject to the terms of the Voting Agreements. to vote all of their 
respective shares of Parent Common Stock in accordance with the terms of the Voting Agreements and (b) Parent 
is entering into a stockholder agreement (the "~_t_(~~:~h~J_l_~-~~-:'\gE~~~~-(;_~q: with all of the stockholders of VTBH, 
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 reorganization within the meaning of 
Section 368(a) of the Internal Revenue Code of 1986, as amended (the ''Code"), and by executing this 
Agreement, the pmties intend to adopt a plan of reorganization within the meaning of Treasmy Regulations 
Sections 1.368--2(g) and 1.368--3. 

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

ARTICLE J 

THE MERGER 

Section 1.1 The Merger. On the tenns 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 VTBH 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 d1an the third Business Day) following the satisfaction or (to the extent 
permitted by Law) waiver by the pm·ty or parties entitled to the benefits thereof of the conditions set forth in 
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Article VU (other than those conditions that by their nature 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. T11e date on which the Closing occurs is refened to in 
this Agreement as the "~_1_~-~~~~,g,_Q_11_t_~·" 

Section 1.3 S!:f:~<::~i-~~--:I'i~!J:~· 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 to the Merger :mb:-.tantia11y in the form attached hereto as Exhibit A (the "Certificate of Merger''). and, a~ 
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 "~_ff~~:~~',I-~_:_I_:i_ll!:~'·). 

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 VTBH. as in effect 
immediately prior to the Effective Time (the "Y_:n=~:t~_ __ <;~_11_!!~(), shall be amended and restated at the Effective 
Time to read in the form of Exhibit B and, as so amended and restated, such certificate of incorporation shall be 
the certificate of incorporation of the Surviving Corporation until thereafter changed or amended as provided 
therein or by applicable Law. ·rhe bylaws of VTBH shall be amended and restated at the Effective Time to read 
in the fonn of Exhibit C 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 VTBH 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 VTBH 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 II 

EFFECT ON CAPITAL STOCK: EXCIIANGE 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: 

(i) Capital Stock of Merger Sub. Each issued and outstanding share of capital stock of Merger Sub 
immediately prior to the Effective Time shaH 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 VTBH Series B Prefened 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 number 
of shares of common stock of the Surviving Corporation into which they were convened in accordance with the 
immediately preceding sentence. 

-A-2-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043724 

244-192 



(ii) <;:_~~:~g~~~~J-~_gL_<;~~_t_<t_i~~--Y~l:~_lj __ ~-~~l_(:~· 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 VTBH Series A 
Prefened Stock, the "Y:!.'I?_:tl: _ _T:'_J:~r~~~:~~---~~~J-~~·') and each share of common stock, par value $0.01 per share, of 
VTBH (the "VTBH Common Stock" and together with the VTBH 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 Subsidiarie~ shall no longer be outstanding and shall automatically be canceled and shall cease to 
exist, and no consideration shall be delivered in exchange therefor. 

(iii) Conversion of VTBH Series A Prefened Stock. Subject to Section 2.2(t), each share of VTBH 
Series A Prefened 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 
C'?~~:t;_~~-<;:_(~J!l~l!:(~~l_§~~J-~~, and, such shares of Parent Common Stock into which shares of VTBH Series A 
Prefened Stock are converted pursuant to this Section 2.l(a)(iii), together with any cash paid in lieu of fractional 
shares pursuant to Section 2.2(f), the "Series A Preferred Stock Consideration''). AH shares of VTBH Series A 
Prefened Stock converted pursuant to this §_~~~i-~~~--?_: __ I_(~)Q~~2· 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 VTBH Series A Prefened Stock shall cease to have 
any rights with respect thereto, except the right to receive the Series A Prefened Stock Consideration and any 
dividends or other distributions to which holders become entitled upon the surrender of such shares of VTBH 
Series A Prefened Stock in accordance with Section 2.2(d), in each case without interest. 

(iv) VTBH Series B Preferred Stock. Each share of VTBH Series B Prefened Stock issued and 
outstanding immediately prior to the Effective Time shall remain is:-.ued and outstanding after !he Effective Time. 

(v) <;:~)E~_(;!~-i~~~--~r __ Y_T~_lj__~~l~!J:Il!:~l~~§~~l-(:_~· Subject to Section 2.2(±), 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(a)(ii)). 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 Siock are converted pursuant io 
this Section 2.l(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 
~~J~~~-i~!(;_~~~i_(~~l"). All shares of VTBH Common Stock converted pursuant to this Section 2.l(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 Tin1e, represented any such shares of VTBH 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 VTBH Common Stock in accordance with Section 2.2(d), in each case without interest. 

(b) Adjustments. Notwithstanding any provision of this Article II to the contrary (but without in any way 
limiting the covenmJts 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 VTBH shall have been changed into a different number of shares 
or a different class by reason of the occun-ence 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 reflect 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. 

(a) Letter of Transmittal. Prior to the Effective Time, VTBH shall deliver to each holder of VTBH Stock 
(other than VTBH Series B Prefened Stock) a letter of transmittal in the form attached hereto as ~~-hL~_i_t __ Q (the 
"Letter of Transmittal''), which specifies that delivery shall be effected, and risk of loss and title to the VTBH 
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Stock shall pass, only upon proper delivery of the certificates or other instruments evidencing such VTBH Stock 
held by such holder (the "Certificates") to Parent and instnJctions 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 VTBH 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 
necessmy, 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 
sufTicient for payment in lieu of fractional shares of Parent Stock pursuant to Section 2.2(f) is hereinafter refened 
to as the "Exchange Fund." 

(c) 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 (i) 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 VTBH Stock previously represented by 
such Certificate(s) pursuant to Section 2.l(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(fl 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 ~urrenders 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 clauses 
(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 sunendered shaH 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 requesti11g such payment pay any transfer or other Taxes required by reason of the payment to a Person 
oiher t!um the registered holder of ihe Certificate surrendered or establish to the satisfaction of Parent thai 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, 
t11e 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 ofUnexchanged 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 
sunendered prior to t11e Effective Time (an "LifjSllrr~ll~~l:~~(_:~rtit'ic;at~,"). 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 H. Subject to escheat or other applicable Law, 
following sunender of any such Unsunendered Certificate, there shall be paid to the holder t11ereof, without 
interest, (i) 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 (y) 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 issuable in exchange 
for such Unsurrendered Certificate under Section 2.1 and (ii) at the appropriate payment date, t11e 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 UnsuiTendered Certificate under Section 2.1. 

(e) No Further Ownership Rights in Converted VTBH Stock. The Parent Stock delivered and cash paid in 
accordance with the tenns of this Article II upon conversion of any shares of VTBH Stock shaH be deemed to 
have been delivered and paid in full satisfaction of all rights pertaining to such shares of VTBH Stock. From and 
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after the Effective Time, except with respect to VTBH Series B Prefened 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 distributiom 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 V'IBH shall be 
dosed with respect to all shares of VTBH Stock outstanding immediately prior to the Effective Time. From and 
after the Effective Time, except with respect to VTBH Series B Preferred Stock, there shall be no further 
registration of transfers Oil the stock transfer books of the Surviving Corporation of shares of V'IBH Stock that 
were outstanding immediately prior to the Effective Time. If, after the Effective Time, any Certificates formerly 
representing shares of VTBH Stock (other than VTBH Series B Prefened Stock) are presented to the Surviving 
Corporation or Parent for any reason, such Certificates shall be canceled and exchanged as provided in this 
,<\!tide H. 

(f) t:-T_(~--~~~~<l_~~~~J~~<l_! __ ~~~<'i~.(;-~- No fractional shares of Parent Stock shall be issued in connection with the Merger, 
no certificates or scrip representing fractional shares of Parent Stock shall be delivered upon the conversion of 
VTBH Stock pursuant to Section 2. I, 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 VTBH 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 lieu thereof and upon sunender thereof, cash (without interest) in an amount 
equal to such fractional amount multiplied by the last reported sale price of shares of Parent Common Stock on 
the NASDAQ Capital Market ("NASDAQ") (a'> reported in The Wall StreetJonmal (Nmtheast edition) or, if not 
reported therein, in another authoritative source mutually selected by Parent and V'IBH) on the first trading day 
immediately following the date on which the Effective Time occurs. 

(g) t:'T_(~--h~<'t-~_i_l_i~y_. None of Parent, V'IBH or Merger Sub shaH 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 similar 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 H 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 dear of all claims or interest of any Person previously entitled thereto. 

(h) ~\>'~~b~~~J_l_~_i_!l1Lf3:ig_h~~· Each of Parent and VTBH (wid10ut duplication) shall be entitled to deduct and 
withhold from the consideration otherwise payable pur~uanl to thi~ Agreement to any holder of a Certificate who 
fails to satisfy the applicable back-up withholding certification requirements on Forms \V-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 malting of such payment under applicable Tax Law. Any amounts so deducted. withheld and paid 
over to the appropriate Taxing Authority sba11 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. 

(i) h~~~-t-~-~!~~ri<::_<i_t_t;_~· If any Certificate shall have been lost, stolen or destroyed, upon the making of an 
affidavit of that fact by the Person claiming such Certificate to be lost, ;;,tolen or destroyed (in a form reasonably 
acceptable to Parent), Parent shaH 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 VTBH Stock Options. 

(a) Prior to the Effective Time. the Board of Directors of VTBH (the "VTBH Board'') shall adopt such 
resolutions or take such other actions as may be required to adjust the tenus of all outstanding VTBH Stock 
Options to provide that, at the Effective Time. each VTBH Stock Option outstanding immediately prior to the 
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Effective Time, whether vested or unvested, shall be deemed to constitute an option to acquire, on the same 
terms and conditions as were applicable under such VTBH Stock Option (including any vesting or forfeiture 
provisions or repurchase rights, but taking into account any acceleration thereof provided for in the relevant 
VTBH 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 tlle product of 
(x) the number of shares of VTBH Common Stnck subject to such VTBH Stock Option multiplied by (y) the Per 
Share Exchange Ratio, at an exercise p1ice 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 VTBH Common Stock subject to such VTBH 
Stock Option divided by and (B) the Per Share Exchange Ratio (each, a "VTBH RoHover Option"); provided, 
however, that such adjustment &hall in all events comply with the requirements of Section 409A of the Code and 
in 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) [RESER'VED] 

(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 VTBH 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 VTBH 
Stock Options in connection with the transactions contemplated by this Section 2.3. and the agreements 
evidencing the grants of such VTBH Stock Options shall continue in effect on the same te1ms and conditions 
(subject to the adjustments 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 VTBH 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 cunent status of the 
prospectus or prospectuses contained therein) for so long as Parent is subject to the repmting requirements 
pur:-.nant to Section 13 or 15(ll) of the Exchange Act and such VTBH Rollover Options remain outstamling. 

Section 2.4 Further Assurances. 1[ at any time before or after the Effective Time, Parent or the Surviving 
Corporation reasonably believes or is advised that any further instruments. deeds, assignments or assurances are 
reasonably necessruy 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 shaH execute 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 III 

R£PRESENTAT10NS AND WARRANTIES OF PARENT AND MERCiER SUB 

Except as set forth in (i) the disclosure letter delivered by Parent to VIBH 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 severaHy, represent and wan-ant to VTBH as set forth in this Article III. 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 circumstar1ces 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 warrru1ty 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 admission 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. 

(i) Parent (x) is a corporation duly organized. validly existing and in good standing under the laws of 
the State of Nevada, (y) has aH organizational powers and all material govemmentallicenses, 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 ~et 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. 

(ii) 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 i\rticles 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 VTBH. 

(iii) 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 asset& and to carry Oil 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. 

(i) 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 VTBH. 

(ii) Except as contemplateu by this Agreement, Merger Sub Joe~ not holJ and has nol helu any a~sets 
or incuned any liabilities. and has not canied 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 dear of any liens, pledges, charges and security interests and similar encumbrances ("Liens"). 

(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 prefened stock, par value $0.001 per share (the"~~~~~~~--~~:~~~!!:~~ 
Stock''). As of the date of this Agreement, (i) 6,769,051 shares of Parent Common Stock and no ;;,hares of Parent 
Preferred Stock were issued and outstanding, (ii) no shares of Parent Stock were held in treasury, (iii) 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 Wanants. Section 3.2 of the Parent Disclosure Schedule 
contains a complete and conect 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 wanant was granted. 
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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 \Va:rrants, 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 pa:rty to any voting agreement 
with respect to the voting of any capital stock or voting securities of, or other equity interests in, Parent. Ali 
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, dt1ly authorized. validly issued and fn11y paid. The consummation of the 
Merger and the other transactions contemplated hereby will not, as of the Effective Time, trigger any preemptive 
Iights 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 
aH necessary corporate action, including, as applicable, approval by the Parent Board, or a committee thereof, or 
a duly authorized delegate thereof, 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, (ii) 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 havi11g the right to vote on any matters on 
which stockholders may vote are issued or outstanding. 

(d) All of the issued and outstanding shares of capital stock or other equiiy ownership inrerests 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 in any Person. 

Section 3.3 <;cllpClr(iti3:~lltl1()rizati<lT!· 

(a) Parent has all necessary corporate power and authority to execute and deliver this Agreement, to perJ1:mn 
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, unanimously determined that this Agreement and the transactions contemplated hereby are in the best 
interests of Parent and its stockholders, has approved this Agreement and the Merger, upon the terms and subject 
to the conditions set forth herein, approved the execution, delive1y and performance by Parent of this Agreement 
and the consummation of the transactions to which it i~ a party contemplated hereby, upon the terms and subject 
to the condition~ 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 reconm1endation, 
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 "!:'il~~~~~--~-t~~~~~()}~!<3!::: 
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~!~~~~~J_g''). Except for approval of the Share Ismance, at a meeting where holders of at least 50% of the total 
outstanding shares of Parent Common Stock are represented and voting, the affirmative vote of holders 
representing at least 50% of the shares of PareJJt Common Stock voting at such meeting entitled to vote on such 
issuance (the "J:>_il_l:~~J_t __ ~~g-~~~-i_t_~--~~~J_<::_~!1_(~!~-~l: __ y_~~~"), 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 aie necessary to approve this Agreement 
or to consummate the transactions contemplated hereby. The stockholders of Parent have 110 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 execution and delive1y by, the other parties hereto, constitutes a valid and binding obligation of 
Parent, enforceable against Parent in accordance with its terms. subject to bankmptcy, 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 ''Bankmptcy and Equity Exception''). 

(c) Merger Sub has aH 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 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 <md the sole stockholder of Merger Sub. The board of directors of Merger Sub 
has determined that this Agreement and the transactions contemplated hereby are in the best interests of Merger 
Sub and its sole stockholder and has approved and adopted this Agreement. No other corporate proceeding Oil the 
part of Merger Sub is necessary to approve or adopt this Agreement or to consummate 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 delive1y by, the other parties hereto, constitutes a valid and binding obligation of Merger Sub, 
enforceable against Merger Sub in accordance with its terms, subject to the Bankruptcy 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 Govemmental Entity, other than \a) the filing of the 
Certificate of Merger with the Secretmy 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 
ret1uirement~ of the Harl-Scott-Rodino Antitru~t Improvements Act of 1976, a~ amendeu (the ''HSR Act") anu 
any other Antitrust Law, (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, (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 Is;;,uance'l 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 cont1ict 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) re~ult 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. 

(a) Parent has timely filed all repmts, 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 Cunent Reports on Form 8--K and any reports, 
schedules, forms, registration statements and other documents filed with the SEC subsequent to the date hereof, 
coHectively, 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 aH 
respects with, to the extent in effect at the time of filing or f\1mishing, the requirements of the Securities Act and 
the Exchange Act applicable to such Parent SEC Documents, and none of the Parent SEC Document~ when filed 
or fumished 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 make the 
statements therein, in light of the circumstances under which they were made, not misleading. 'l'o 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 intemal 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 extemal purposes in accordance 
with GA_i\P. Parent (i) maintains disclosure controls and procedures (within the meaning of Rules 13a-15(e) and 
15d-I5(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, summarized and 
reported within the time periods specified in the SEC's mles 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 (ii) 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 intemal 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 material 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 VTBH true and complete 
copies of any such disclosure contemplated by clauses (A) and (B) made by management to Parenfs independent 
auditors and the audit committee of the Parent Board since September 27, 20 I 0. 

(c) 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 tbe 
SEC)), where the result, purpose or intended effect of such 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 (ii) the mles and regulations of NASDAQ, in each case, that are applicable to Parent. 
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Section 3.7 f'.<":~~~J_t __ !_;~~l_<l!l~:~~!__§_~'":~~J!l~~~~~· 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 tlows for the respective 
periods then ended (subject, in the case of the unaudited statements, to normal year--end audit adjustments and to 
the absence of information or notes not required by GAAP or the SEC's mles and regulations to be included in 
interim 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 nntme 
statement of a material fact or omit to 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 wananty 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 
Statement. 

(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 tran&actions 
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. IO 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 lobe reflected on a con~oliuated balance sheet of Parent ar1d its Subsidiaries 
other than: (a) liabilities or obligations reflected or reserved against in Parent's consolidated balance sheet as of 
September 30, 20 12 included in the Parent SEC Documents or in the notes thereto, (b) liabilities 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 ar1d 
(d) liabilities that have not resulted in and would not reasonably be expected to result in. individually or in the 
aggregate, a Parent Material Adverse ElTect. 

Section 3. U Compliance with Laws. 

(a) Since September 27,2010. (i) the business and operations of Parent and its Subsidiaries have been 
conducted in compliance with a11 applicable Laws (including Health Laws and Environmental Laws) and 
(ii) Parent has complied with the applicable listing and corporate govemance rules and regulations of NASDAQ 
except, in each case. where the failure to so conduct such busir1ess 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 Govemmental 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 to 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 Govemmental Entity pending or threatened in writing with 
respect 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 (i) is excluded, suspended, debaned 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 
disqualification 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 Pment or any Parent Subsidiary is party to any action, or is the subject of mry allegation 
made by any Govemmental Entity, or has taken any action, directly or indirectly, (i) that would con:-.titute a 
violation by such Persons of the Foreign Con-upt Practices Act of 1977, as amended, and the rules and 
regulations thereunder (the "FCPA"), including making use of the mails or any me mrs or instrumentality of 
interstate commerce com1ptly 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 
thereof or any candidate for foreign political office, in contravention of the FCPA, or (ii) 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 bu~ines:-. dealing~'> with Parent or any Parent Subsidiary, in order to unlawfully imluce wch 
person to act against the interest of his or her employer or principal, in each case, in contravention of the FCPA. 
There is no cun-ent, 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--con·uption Law 
or regulation. 

Section 3.12 Litigation. There is no action, suit, investigation, claim, complaint, demmrd, summons, cease 
and desist letter, subpoena, Injunction, notice of violation or other proceeding (any such proceeding, a 
"~~~J-~-~-~~i~~t;'() pending against or, to the Knowledge of Parent, threatened in writing against Parent, Merger Sub 
or any of their respective Subsidiaries (or, to 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 indemnification obligation) before any Govemmental 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 
whole, or would reasonably be expected to have a Parent Material Adverse Effect. There is no Order out~ tanding 
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, I3 Title to Properties; Absence of Liens, Section 3.13 of the Parent Disclosure Schedule sets forth 
a true 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, coHectively, the ''Parent Real 
f'l:~l_fl~I:_ty __ !:~':i~-~~"). Parent has delivered or otherwise made available to VTBH tme, correct and complete copies 
of the Parent Real Property Leases, together with all amendments. 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 leasehold or subleasehold interest (or license, as applicable), free and dear 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 Qp_i!l~~J-~--~L!_;~~l_'"!l~:i~LA~-~~~-(~!· 'T'he 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 (including extensions) in accordance 
with all applicable Laws. and all such Tax Returns are tme, 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 aH 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 aH material Taxes m1 

the most recent financial statements contained in the Parent SEC Documents. 

(c) T'here is no claim, audit. action, suit. request for written mling, proceeding or investigation pending or 
threatened in writing against or witll respect to Parent or any of its Subsidiaries in respect of any Tax or Tax 
Remrn which (except in the case of a request for a written nlling) if determined adversely would. individually or 
in 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, shareholder 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. (ii) 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 indemnify 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 thereofi ending after the Closing Date, as a 
result of ( l) 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) "dosing 
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 p1ior 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) installmenr 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 ar1y 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 Parent 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 .60ll-4(b) or 
is a material advisor as defined in Section 61ll(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 Retum that it may be required to file a Tax Retum 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 govemed, or purported or intended to be 
governed or described, iJJ whole or in part. by Section 355 or Section 368(a)(l)(D) of the Code. 

(j) To the Knowledge of Parent, neither Parent nor any of its Subsidiaries ha~ taken or agreed to take any 
action, nor does Parent have Knowledge of any fact or circurn~tance, that would prevent the Merger fTom 
qualifying as a "reorganization'· within the meaning of Section 368(a)(l)(B) of the Code. 

(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 an 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 "!:'<:t~~~~~--!3,~~~~~~~-_T::>_l_<l_!!''). With respect to each such Parent Benefit Plan, Parent has made 
available to VTBH a tme and complete copy of 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) an trust agreements. 
insurance Contracts or other funding anangernents: (ii) the most recent actuarial and trust reports for both ERISA 
funding and financial statement purposes; (iii) the most recent Form 5500 with all attachments required to have 
been filed with the Internal Revenue Service (the ''IRS'') or the Department of Labor and all schedules thereto; 
(iv) the most recent IRS detennination or opinion letter; and (v) all current summary plan descriptions. 

(b)(i) Each Parent Benefit Plan has been maintained in all material respects in accordance with its terms and 
the requirements of applicable Law, (i i) each of Parent and its Subsidia1ies has perfonned 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 (iii) 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 under 
Section 40 l(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 liability under Title IV of ERISA has been or is reasonably expected to be incurred by Parent or any 
of its Subsidiaries with respect to any ongoing, frozen or terminated "single-employer plan,'' within the meaning 
of Section 400 l(a)(15) of ERISA, currently or formerly maintained by any of them, or the single-employer plan 
of any enti ly 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 "mu1tiemployer plan'' within the meaning of ERISA Section 3(37) 
under Title IV 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. 

(e) 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-employer 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 reawnably 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 liability 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, 
tenninate or modify at any time aU 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 
life insurance or other retiree death benefits on a permanent basis. 

(g) Each Parent Benefit Plan that constitutes a "non--qualified defened compensation plan'' within the 
meaning of Section 409A of the Code, complies in both form and operation with the requirements of 
Section 409 A 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 lo 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; (ii) 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 L280G-l) that could reasonably be expected. individually or in combination with any other 
;;,uch payment, to con;;,titute an '·excess parachute payment'' (as defined in Section 280G(b)(l) of the Code). 

(i) Parent has previously provided to VTBH 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 compensatioB 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 Know ledge of Parent, purporting to 
represent or, attempting to represent any employees of Parent or any of its Subsidiaries in their capacity as such. 
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(b) Since September 27, 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 Parent or any of its Subsidiaries. TI1ere are no unfair labor practice charges or complaint-; 
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 dosing 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 Law~ relating to wages, hours, collective bargaining, employment discrimination. 
civil rights, safety and health, workers' compensation. pay equity, clas;;,ification 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, summons 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 petroleum, 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: (c) 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 Intellectual 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 I ist of all agreements 
under which: (i) 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): (ii) Parent or 
any of its Subsidiaries has granted a license or sublicense to any third party to use any Intellectual Property 
Rights: and (iii) ar1y Intellectual Property H_ight 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 (i) through (iii) above. the "_f:l_<!E~!l~}_f:l~ __ {'._g~~-(;!1~~~-t_(). 

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

(i) 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 InteHectual 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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(ii) Parent holds the exclusive right title and interest to the Parent lPR, 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. lease or transfer of products), adverse claims or 
other restrictions, or any requirement of any past. present or future royalty payments. 'I11e consummation of the 
transactions 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 cunently conducted in all material respects. 

(iii) None of the Parent IPR 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 
lPR has been placed in escrow; and no Parent IPR is the subject of any Order (excluding rejections, orders or 
mlings 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)(i) and (iii) 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. 

(iv) 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 ofthe 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 f\1ll 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 
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 relevant authorities in the jurisdictions in which such Parent IPR is registered for the purposes of 
maintaining such Parent IPR. 

(v) The Parent lPR Agreements are valid and are in full force and effect and constitute legal, valid 'md 
binding obligations of Parent, and. to the Knovvledge 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 wilh regard to any agreement relating to the 
Parent IPR, and there exists no condition or event (including without limitation the execution, de1ive1y 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) T11e products and services and the business of Parent and its Subsidiaries as currently conducted do 
not intiinge, misappropriate or violate, the Intellectual Property Rights of any third party, and Parent has not 
received any written cease and desist, invitation to licen;;,e or other notice in the past six (6) years alleging. 
expressly or implicirly, 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. A.ny 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 otl1erwise lawfuL Parent has in place appropriate written intemal 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 
Law. 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 have 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 contracmal commitments. Neither Parent nor any of its Subsidiaries 
has sutTered 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 tl1e development of the 
Parent IPR have been duly assigned to Parent pursuant to a written agreement, and such a~signments 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) years, 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 lPR. 

(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 tlmt is or are subject to ''open source'' or ~imilar 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 Sub:,idiaries has experienced any material defects in design, workman:-.hip or material in connection with 
the use of such Software that have not been conected; to the Knowledge of Parent, no such Software contains 
any computer code or any other procedures, routines or mechanisms which may: (A) dismpt, 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 otl1erwise 
interfere with Parent's or its Subsidiaries' operations or (C) permit any third party to access <my 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: 

(i) is a "material contract" within the meaning of Item 601 (b)( 1 0) of Regulation S--K promulgated by 
tl1e SEC; 

(ii) 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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(iii) 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 
bono wed 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 $LOOO,OOO; 

(vi) relates to the spinoff of PareJJt from LRAD Corporation in September, 20 10; 

(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 ordina1y 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 ordimuy 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 CorJITacts that were entered into in the ordinary course of business; or 

(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 (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 conect 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 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 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 Material Contract, amL 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 ~-~<::~~~J~~--~:-~_(_p2, the fees and expenses of which will be paid by Parent, there is no investment 
banker, broker or fimler that has been retained by or i;, authorized to acl 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 Pare11t 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 mch 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 J'vlerger or the other 
transactions 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, 
including, 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 (i) Parent or any of its 
Subsidiaries, on the one hand, and (ii) 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 under the Securities 
Act. 

Section 3.25 !~~-~~~-~':l~l_':::~· With respect to each in1>urance policy that i~ material to Parent and its Subsidiaries 
that is currently in place, neither Parent 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 
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 
Disdosme Schedule, there is no material claim pending under any of ~uch policies as to which coverage has been 
denied by the underwriters of such policies. 

Section 3.26 Top Customers and Suppliers. Since .Jmmary I, 2013, none of the top ten customers or top five 
suppliers of Parent and its Subsidim·ies 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 \Varranties; Disclaimer. Except for the representations and 
wmTanties made by Pm·ent and Merger Sub in this Article HI and the Pm·ent Disclosure Schedules. neither Parent, 
Merger Sub nor any other Person makes any express or implied representation or warranty with respect to Pm·ent, 
Merger Sub or any of their respective Subsidia1ies or their respective businesses, operations. assets, liabilities, 
condition (finm1cial or otherwise) or prospects, and Pm·ent and Merger Sub hereby disclaim any such other 
representations or warranties. 

ARTICLE IV 

REPRESENTATJONS 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 IV. For purposes of the representations and warranties of VTBH contained herein, disclosure 
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in any section of the VTBH 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 VTBH 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 pursuant to this Agreement shaH not be deemed to be an admission or evidence of the materiality of such 
item, nor shall it establish a standard of materiality for any purpose whatsoever. 

Section 4.1 Corporate Organization. 

(a) VTBH (i) is a corporation duly organized, validly existing and in good standing under the laws of the 
State of Delaware. (ii) has all organizational powers and all material governmental licenses. authorizations, 
permits, consents and approvals required to carry on its bu~iness as now conducted and (iii) 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 (ii) or (iii) as would not, individually or in the aggregate, 
reasonably be expected to have a VTBH Material Adverse Effect. 

(b) True and complete copies of the VTBH 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 (i) is duly organized. validly existing and in good standing under the laws of its 
jurisdiction of organization. (ii) 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 prope1ties and assets owned or leased by 
it makes such licensing or qualification necessary, and (iii) has aH 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 (ii) or (iii) as would not, individually or in the aggregate, reasonably be 
expected to have a VTBH Material Adverse Effect. 

(a) As of the date of this Agreement, the authorized capital stock of VTBH consists of 50,000.000 shares of 
VTBH Series A Preferred Stock, 1,000,000 shares of VTBH Series B Preferred Stock and 100,000,000 shares of 
VTBH Common Stock. A:, of the date of this Agreement, (i) 48,689,555 share:, of VTBH Serie:, A Preferred 
Stock, 1,000,000 shares of VTBH Series B Prefened Stock and 35,282.286 shares of VTBH Common Stock 
were issued and outstanding, (ii) no shares of VTBH Stock were held in treasmy, (iii) 48,689,555 shares of 
VTBH Common Stock were issuable upon conversion of the outstanding VTBH Series A Preferred Stock. 
(iv) I 1,490,597 shares of VTBH Common Stock were subject to outstanding VTBH Stock Options (of which 
VTBH Stock Options to purchase an aggregate of 1,793.519 shares ofVTBH Common Stock were exercisable) 
and (vl l, 153,697 VTBH Phantom Units were outstanding. Section 4.2 ofthe 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, including. as applicable, the holder, date of grant, exercise price (to the extent 
applicable), vesting schedule and number of ~hares of VTBH Common Stock subject thereto and each VTBH 
Aw~u·d Plan pursuant to which such VTBH Stock Option was granted. 

(b) As of the date of this Agreement, except for this Agreement, the VTBH 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 YrBH or any VTBH Subsidiary io issue, deliver or selL or cause io be issued. 
delivered or sold. any Equity Equivalents of VTBH or any VTBH Subsidimy. 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 VTBH 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 VTBH or any 
VTBH Subsidiary. Neither VTBH nor any of the VTBH 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, VrBH. AH 
outstanding shares of capital stock of VTBH have been. and all shares that may be issued pursuant to any 
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employee stock option or other compensation plan or arrangement or wanant 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 
right-; 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 VTBH Stock Option was duly authorized no later than the Grant Date 
by all necessary corporate action, including, as applicable, approval by the VTBH 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 fo11owing the Grant Date, (B) each such grant of 
VTBH Stock Options was made in accordance with the terms of the applicable VTBH Award Plan and all other 
applicable Law, (C) the per share exercise price of each VTBH Stock Option was not less than the fair market 
value of a share of VTBH 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 VTBI-L and (E) no amendments, modifications or other changes have been made to any such grants of 
VTBH Stock Options after the Grant Date. 

(c) 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 issued and outstanding shares of capital stock or other equity ownership interests of each 
Subsidiary of VTBH are owned by VTBH, 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 orher 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. 

(e) All holders of VTBH Stock are "accredited investors" within the meaning of Rule 50l(a) promulgated 
under the Securities Act. 

(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 
tram,actions to which it is a party contemplated hereby have been duly and validly authorized and approved by 
the VTBH Board. No other corporate proceedir1gs on the part of VTBH 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 consummate 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 Govemmental Authorization. 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 
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 sk-y" 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 VTBH Material Adverse Effect 

Section 4.5]'-J_~~~:~~-<:>~J_tE<:t~_(;~~~~~~~· The execution, delivery and performance by VTBH 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 VTB H or any of its 
Subsidiaries; (b) assuming compliance with the matters referred to in Section 3.4 (and assuming the accuracy and 
completeness of Section 3.4), violate or contlict with any provision of any applicable Law; (c) violate or conflict 
with or result in any breach or constimte 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 Pennitted Liens) 
on any asset of VTBH 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 VTBH Material Adverse Effect. 

Section 4.6 VTBH Financial Statements. 

(a) VTBH has previously provided or made available to Parent or Merger Sub or their repre~entatives: 
(i) the unaudited balance sheet of VTBH as of December 31, 2012 and the related statements of income and cash 
t1ows for the year then ended; (ii) the audited balance sheet of VTBI-r s Subsidiary, Voyetra Tmtle Beach, Inc. 
("VTB''), a:-, of December 31,2011 and the related :-.tatements of income and ca:-,h flows for the year then ended; 
(iii) the unaudited 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'l the unaudited balance sheet of VTB as of June 29, 2013 and the 
related unaudited statements of income and cash t1ows for the six-month period then ended (collectively, 
including with respect to the audited balance sheets and related statements of income and cash Hows, any reports, 
notes and schedules thereto, the "VTBH Financial Statements'). The audited balance sheet of VTB as of 
December 3 L 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 VTBH Financial Statements. Except 
as set forth in the notes thereto, the VTBH Financial Statements fairly present in all material respects the 
financial po~ition of VTBH or VTB, as applicable, as at !he respective dates thereof. and the re~ult~ of operations 
and cash flows of VTBH or VTB, as applicable, for the respective periods then ended (subject, in the case of the 
unaudited 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 statemeJJts) 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 VTB' s financial statements in accordance with GAAP, (ii) that receipts and expenditures of VTB 
and its Subsidiaries are being made only in accordance with authorizations of management and the VTB Board. 
and (iii) regarding prevention or timely detection of the unauthorized acquisition, use or disposition of VTB's 
and its Subsidiaries' assets 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 VTBH's internal 
controls which are reasonably likely to adversely affect in any material re~pect its ability to record, process, 
summarize and report financial data. VTBH has made available to Parent true and complete copies of any 
management letters issued to VTB 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 untrue statement of a material 
fact or omit to state any material fact required to be stated therein or necessary in order to malce 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 VTBH 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 occuned that have had or would reasonably be expected to have, individnaHy or in the aggregate, a VTBH 
Material Adverse Effect. 

(b) Except in connection vvith the execution and delive1y of this Agreement and the transactions 
contemplated by this Agreement, from December 31, 2012 through the date of this Agreement, VTBH and the 
VTBH Subsidiaries have canied on their respective businesses in all material respects in the ordinary course of 
business consistent with past practice. 

Section 4.9 ~r_!l~!i_~_(:~-(~~-~--!:~~-~-i_l_i_ti~-~- There are no material liabilities or obligations of VTBH or any of its 
Subsidiaries of any nature. whether accmed, contingent. absolute. determined, determinable or otherwise, 
whether or not required by GAAP to be ref1ected on a consolidated balance sheet of VTBH and its Subsidiaries 
other than: (a) liabilities or obligations reflected or reserved against in VTBH'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 incuned since December 31, 2012 in the ordinar; 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. 

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

(b) All of the VTBH Permits 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 failure 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 VTBH Material Adverse Effect. 

(c) There is no proceeding to which VTBH or any VTBH Subsidiary is subject before any Governmental 
Entity pending or, to the Knowledge of VTBH, threatened in writing regarding whether any of the VTBH 
Subsidiaries has violated any applicable Laws (including Health Laws), nor, to the Knowledge of VTBH, 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 against VTBH or any VTBH Subsidimy, would, 
individually 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 VTBH Material Adverse Effect. 

(d) None of VTBH, any VTBH Subsidiary, or any director, officer, employee, agent or .Affiliate of VTBH 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 VTBH nor any VTBH Subsidia1y, 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 conuptly in furtherance of an otTer, 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 Sllch 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 (ii) 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 unlawfully induce such 
person to act against the interest of his or her employer or principal, in each case, in contravention of the FCP A. 
There is no current, pending, or, to the Knowledge of VTBH, threatened charges, proceedings, investigations, 
audits, or complaints against VTBH or any VTBH Subsidiary or, to the Knowledge of VTBH, any director, 
officer. agent, employee or Affiliate of VTBH with respect to the FCP A or any other anti-corruption Law or 
regulation. 

Section 4. I 1 Litigation. There is no Proceeding pending against or, to the Knowledge of VTBH, threatened 
in writing against VTBH 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 VTBI-1 or any VTBH Subsidimy in 
connection with which VTBH or any VTBH Subsidiary has an indemnification obligation) before any 
Govemmental 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 VTBH and its 
Subsidiaries, taken as a whole, or would reasonably be expected to have a VTBH Material Adverse Effect. T11ere 
is no Order outstm1ding against VTBH or any of its Subsidiaries which would, individually or in the aggregate, 
reasonably be expected to have a VTBH Material Adverse Effect. 

Section 4.12 Title to Properties; Absence of Liens. Section 4.12 of the VTBH Disclosure Schedule sets forth 
a true aml complete description (includiJJg address. and for each lease, :-.ublea~e ami license, all amemlmenb. 
extensions, renewals, guanmties, modifications, supplements or other agreements, if any, with respect thereto) of 
all real property leased. subleased or licensed by VTBH or any of its Subsidiaries (collectively, the "VTBH 
Leased Real Properties"; and the leases, subleases and licenses with respect thereto, coHectively, the ''VTBH 
13_(;_'-l_l __ _r:>~:()_E(;E~t_!::~_<l_~~-(). VIBH has delivered or otherwise made available to Parent true, conect 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 VTBH, each 
of the VTBH Real Property Leases is in full force and effect. VTBH or one of its Subsidiaries has a valid, 
binding and enforceable leasehold or subleasehold interest (or license. as applicable) in each VTBH Leased Real 
Property, in each case as to such leasehold or subleasehold interest (or license, as applicable), free and dear of all 
Liens (other than Permitted Liens). Neither VIBH nor any of its Subsidiaries, nor, to the Knowledge of VTBH, 
any other party thereto is in default or breach under the terms of any VTBH Real Property Lease. Neither VTBH 
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 VTBH 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 aH applicable Laws, and all such Tax Retums m·e true, conect 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 accmal for all material 
Taxes on the most recent financial statements contained in Section 4.6 of the VTBH Disclosure Schedule. 

(c) There is no claim. audit, action. suit, request for written mling, proceeding or investigation pending or 
threatened in writing against or with respect to VTBH or any of its Subsidiaries in respect of any Tax or Tax 
Retum 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 material Tax deficiency, and there are no material Liens for Taxes 
(other than Permitted Liens) upon any of the assets of VTBH 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. VTBH and each of its Subsidiaries has reported such withheld amounts to the 
appropriate Taxing Authority and to each st1ch employee. independent contractor, creditor, shareholder or any 
other third party. as required under applicable Law. 

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

(f) Neither VTBH 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 
under Section 481 of the Code (or any corresponding provision of state, local or foreign Law), (2) "dosing 
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 p1ior to the Closing Date, (3) intercompany transaction or excess Joss account 
dese1ibed 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 VTBH 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 
anangement described in Section 6662(d)(2)(C)(ii) of the Code or Treasury Regulations Section l.60l1-4(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 trar1saction that was governed, or purported or intended to be 
govemed 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 VTBH 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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(a) Section 4.14(a) of the VTBH Disclosure Schedule sets forth as of the date of this Agreement a tme and 
complete list of each ''employee benefit plan" (within the meaning of Section 3(3) of ERISA), and all stock 
purchase, stock option. severance. employment. change-in-control, bonus, incentive, deferred compensation and 
all orher material employee benefit plans, agreements, programs, policies and arrangements, under which any 
employee or former employee of VTBH or its Subsidiaries has any present or future right to benefits or VTBH 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 VTBH Benefit Plan if not written, and to the extent 
applicable: (i) all tmst agreements, insurance Contracts or other funding arrangements; (ii) the most recent 
acmarial and trust reports for both ERISA funding and financial statement purposes; (iii) the most recent Forn1 
5500 with all attachments required to have been filed with the lRS or the Department of Labor and all schedules 
thereto: (iv) the most recent IRS determination or opinion letter; and (v) all current surmnary plan descriptions. 

(b)(i) Each VIBH Benefit Plan has been maintained in all material respects in accordance with its term& 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 VTBH Benefit Plan and, to the Knowledge of VTBH, is not 
in any material respect in default under or in violation of any VTBH Benefit Plan and (iii) 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 VTB H or any of its Subsidiaries. 

(c) Each VTBH Benefit Plan that is intended to meet the tax qualification requirements under Section 40l(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 
received a determination or opinion letter from the IRS that it is so exempt and, to the Knowledge of VTBH, no 
fact or event has occurred since the date of such letter or letters from the IRS that would reasonably he 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 IV of ERISA has been or is reasombly expected to be incurred by VTBH 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, cunently or formerly maintained by any of them, or the single-employer plan 
of any entity which is considered one en1ployer with VTBH or any of its Subsidiaries under Section 40CH of 
ERISA or Section 414 of the Code (a "YT~:t!--~~!§_A __ ,'~•:f!:il~~~~"). VTBH and its Subsidiaries have no liability 
(contingent or direct) with respect lo any "'multiemployer plan" within the meaning of ERISA Section 3(37) 
under Title IV of ERISA (regardless of whether based on contributions of a VTBH ERISA Affiliate) and no such 
liability is reasonably expected to be incurred by VTBH or its Subsidiaries. 

(e) All contributions required to be made under each VTBH 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 VTBH ERISA 
Affiliate has failed to satisfy tl1e minimum funding standard within the meaning of Section 412 of tl1e 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 VTBH nor any of its 
Subsidiaries has liability pursuant to Section 4069 of ERISA. 

(f) 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 VTBH or its Subsidiaries. except for group 
health plan continuation coverage as required by applicable Law. VTBH has reserved the right to amend, 
tenninate or modify at any time all V'IBH 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 
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 defened compensation plan" within the 
meaning of Section 409A of the Code, complies in both form and operation with the requirements of 
Section 409 A of the Code so that no amounts paid ptmuant to any such VTBH Benefit Pian is subject to tax 
under Section 409A of the Code. Neither VrBH 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 VTBH Disclosure Schedule, the consummation of the 
transactions contemplated hereby to which VTBH is a party, will not, either alone or in combination with another 
event, (i) entitle any cunent or former director, officer or employee of VTBH or of any of its Subsidiaries to 
severance pay, unemployment compensation or any other payment; (ii) 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 VTBH's rights to administer. amend or terminate 
any VTBH Benefit Pian: 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 1.2800--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)(l) of the Code). 

Section 4.15 Employees; Labor Matters. 

(a) Neither VrBH 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, purporting to represent or, to the Knowledge of 
VTBH, attempting to represent any employees of VTBH or any of its Subsidiarie~ 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 VTBH or any of its Subsidiaries. There are no unfair labor practice 
charges or complaints pending or, to the Knowledge of VTBH, threatened in writing against VTBH or any of its 
Subsidiaries, and there is no representation petition pending or. to the Knowledge of VTBH, threatened in writing 
with respect to 'my employee of VTBH 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 
similar state or local Law. 

(c) VTBH and its Subsidiaries have been in compliance with ali 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 VTBH Material Adverse Effect. 

Section 4.16 Environmental Matters. Except as would not, individuaily or in the aggregate, reasonably be 
expected to have a VTBH Material Adverse Effect, (a) neither VTBH nor any of its Subsidiaries has received any 
written notice, demand, request for information, citation, sunnnons or Order, and, to the Knowledge of VTBH, 
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 VTBH, 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 VTBH 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 cunently or 
formerly owned, leased, or operated by VTBH or any VTBH Subsidiary during or prior to the term of their 
respective ownership or control: (c) neither VTBH nor any of its VTBH 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 VTBH 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. 

(a) Section 4.17(a) of the VTBH Disclosure Schedule sets forth a complete and conect list of all (i) Patents, 
(ii) registered Trademarks. (iii) registered Copyrights and (iv) domain names owned or co-owned by VTBH 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, maintenance fees or otherrequired filings (only with respect to Patents). 

(b) Section 4.17 (b) of the VTBH Disclosure Schedule sets forth a complete and conect list of ali 
agreements under which: (i) VTBH 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); 
(ii) VTBH or any of its Subsidiaries has granted a license or sublicense to any third party to use any lntellecmal 
Property Rights; and (iii) any Intellectual Property Right is or has been developed for VTBH or any of its 
Subsidiaries, assigned to VTBH or any of its Subsidiaries, or assigned by VTBH or any of its Subsidiaries to a 
third party (the agreements listed in subsections (il through (iii) above. the ''VTBH IPR Agreements"). 

(c) Except as set forth on Section 4.17(c) of the VTBH Disclosure Schedule: 

(i) To the Knowledge of VTBH, the VTBH IPR, together with the Intellectual Property Rights licensed 
to VTBH under the VTBH lPR AgreeJnents, constitutes all of the lnteHectual Property Rights necessary to 
conduct and operate the businesses of the VIBH and its Subsidiaries as cunently conducted in all material 
respects. 

(ii) VTBH holds the exclusive right, title and interest to the VTBH IPR, free and clear of all Liens 
(other than the VTBH IPR Agreements. or licenses granted by VTBH or its Subsidiaries (expressly or implicitly) 
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 contemplatell by thi:-. Agreement will not result in a lo!'>s 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' 
Iight to own, use or hold for use by Parent or its Subsidiaries, any of the VTBH 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 cunently conducted in all material respects. 

(iii) None of the VTBH lPR is or has been involved in any opposition. cancellation, interference, 
reissue or reexamination proceeding; no material Software owned or co-owned by VTBH. or any other VTBH 
IPR, has been placed in escrow: and no VTBH IPR is the subject of any Order (excluding rejections, orders or 
rulings issues in the context of the application for registration of VTBH IPR) or Proceeding. Except for the 
license agreements listed in Section4.17(b)(i) <md (iii) of the VTBH Disclosure Schedule, VTBH has not granted 
any options with respect to, or has otherwise encumbered or placed limitations on any VTBH IPR or VTBH's or 
its Subsidiaries' use thereof. 

(iv) The VTBH lPR are enforceable and in full force and effect. VTBH or its Subsidiaries have not 
received in the past six (6) years any written notice alleging that any VTBH IPR or any VTBH 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 VTBH or one of its Subsidiaries, is in f\Jll 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 
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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 VTBH IPR have been 
filed with the relevant authorities in the jurisdictim1s in which such VTBH IPR is registered for the purposes of 
maintaining such VTBH lPR. 

(v) The VTBH lPR Agreements are valid and are in full force and effect and constitute legal, valid and 
binding obligations of VTBH, and, to the Knowledge of VTBH. of the other parties thereto. VTBH 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 relating to the VIBH IPR; neither VTBH, any of its 
Subsidiaries, nor, to its Knowledge, any other Person, currently is in default 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 VTBH 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 VTBH and it~ Subsidiaries as cunently conducted 
do not infringe, misappropriate or violate, the Intellectual Property Rights of any third party, and VTBH 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 VTBH or any of its Subsidiaries requires any license with respect to, or is infringing, 
misappropriating or violating the Intellectual Property Rights of any third pmty. Neither VTBH nor any of its 
Subsidiaries is subject to any Order baning or limiting the use of any Intellect11ai Property Rights. and neither 
VTBH nor any of its Subsidiaries is a party to any past, pending or. to the Knowledge of V'IBH, threatened, 
action, lawsuit. or any other judicial, arbitral or administrative proceeding relating to any Intellectual Property 
Rights. including without limitation involving any dain1 that VTB H 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) VTBH 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 VTBH 
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 lawf\1l. VTBH has in place appropriate written internal information security policies, 
which are publi~hed to employees aml enforced, and which include guidelines for the use, proce~~ing, 
confidentiality m1d security of VTBH, 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. VTBH'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 VTBH or the applicable Subsidia1y 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 such applicable laws and/or contractual commitments. Neither VTBH nor any of its Subsidiaries 
has suffered a material security breach with respect to their data or systems, and neither VTBH nor any of its 
Subsidiaries has notified or had reason to notify customers or employees of any i11fonnation security breach. 

(viii) AU rights of inventors. authors and other persons who participated in the development of the 
VTBH IPR have been duly assigned to VTBH 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 VTBH all rights to such contributions, which agreement includes a 
present tense assignment of future inventions. 

(ix) To the Knowledge of VTBH. 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 VTBH 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 are subject to ·'open source'' or similar license terms. 

(xi) Ali material Software owned or used by VTBH 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 
VTBH nor its Sub5idiaries 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 VTBH. 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 VTBH, its Subsidiaries or clients, or 
otherwise interfere with VTBH's or its Subsidiaries' operations or (C) permit any third party to access any such 
Software to cause dismption, disablement, harm, impairment, damage or corruption (sometimes referred to as 
"traps'', "access codes'' or ''trap door" devices). 

Section 4.18 VTBH Material Contracts. 

(a) Section 4.18 of the VTBH Disclosure Schedule sets forth a list of each Contract to which VTBH 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 Item 601 (b)(l 0) of Regulat.ion S-K 
promulgated by the SEC if VTBH were subject to the SEC filing requirements of the Exch:mge Act; 

(ii) contains covenants of VTBH or any of its Subsidiaries not to compete or engage in any line of 
business or compete with any Person in any geographic area; 

(iii) 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 Subsidimies); 

(iv) relates to or evidences indebtedness for borrowed money or any guarantee of indebtedness for 
borrowed money by VTB H or any of its Subsidiaries in excess of$ LOOO,OOO; 

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

(vi) constimtes a VTBH lPR Agreement: 

(vii) 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 VTBH 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), (h) 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 ofVTBH or m1y 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 VTBH or any of its Subsidiaries with a liability of $500,000 
or more other than m1y CorJITacts 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 (including a Qualified Offering). 

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

(b) Each VTBH Material Contract is (assuming due power and authority of, and due execution and delivery 
by the parties thereto other than VTBH or 'my of its Subsidiaries) a valid and binding obligation of VTBH 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, rea~onably 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 
any VTBH Material Contract is in breach of or in default under any VTBH Material Contract, and, to the 
Knowledge of VTBH, no event has occurred thaL with the lapse of time or the giving of notice or both. would 
constitute a default thereunder by any party thereto, and neither VTBH nor any of its Subsidiaries ha& 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 VTBH Material Adverse Effect. 

Section4.19 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 VTBH is a party contemplated 
hereby. 

(a) To the Knowledge of VTBH, each of VTBH'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 VTBH or a VTBH Subsidiary and. to the Knowledge of VTBH. no such claims have been threatened 
against VTBH or a VTBH Subsidiary relating to any of VTBH' s products nor is there a basis for any such claim. 
There is no Order or Proceeding outstanding against VTBH or a VTBH Subsidiary relating to product liability 
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. controversies. claims or written complaints in the last five (5) years in which a 
customer, distributor or other user of any of VTBH's products claimed that such product caused adverse health­
related effects or injmy. 

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 J\'lerger or the other 
transactions contemplated hereby by reason of VTBH being a party to this Agreement, performing it& obligations 
hereunder and consummating the Merger and the other transactions contemplated hereby. There is no stockholder 
right-; 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) VTBH 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 Hem 404 of Regulation S--K 
promulgated under the Securities 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 VTBH and its Subsidiaries 
that is cunently in place, neither VTBH 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 VTBH Material Adverse Effect, VTBH's insurance policies protect VTBH'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 m:ea(s) in which VTBH's business is conducted. Except as set fmih on Section4.23 of the VI'BH 
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 top ten customers or top five 
suppliers of VTBH and its Subsidiaries has notified VTBH or its Subsidiaries in writing that it intends to 
discontinue its relationship with VTBH or its Subsidiaries. 

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

ARTICLE V 

COVENANTS RELATING TO CONDtTCT 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 .I of the 
Parent Disclosure Schedule or Section 5.1 of the VTBH Disclosure Schedule, as applicable, or (c) with the prior 
written consent of the other party (which shaH not be unreasonably withheld, conditioned or delayed), each of 
Parent and VTBH shaH, and shall cause each of its respective Subsidiaries to (i) 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 busine~s 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 consummate 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 
(ii) neither party shaH 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 or 
Section 5.3. as applicable. 

Section 5.2 f~~:~~~.Y(~~-~~~~~~<::~:::· 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 ofVTBH (which shall not be unreasonably withheld, conditioned or delayed): 

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

(b )(i) split, combine or reclassify any shares of its capital stock, or propose to split, combine or reclassify, 
m1y of its share capital, or issue or authorize or propose the issuance or authorization 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 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, a~ 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 
Equivalents 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 Wanants on the date of this Agreement, (B) any 
capital stock of any Parent Subsidiary to Parent or any other Parent Subsidimy, (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 
Wanants pursuant to a Qualified Offering or (ii) amend any tenn of any Parent Stock or Equity Equivalent (in 
each case, whether by merger, consolidation or othervvise); 

(d) incm 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 
(ii) any unbudgeted capital expenditures not to exceed $500,000 individually or $1,000,000 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 $2JJOO,OOO 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, securities, properties, interests or businesses, or grant 
any option with respect to any of the foregoing, other thm1 (i) sales of inventmy 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 carTying value net of the total of assumed liabilitie~ (including all operating 
liabilitie~. reserves and indebtedness) that does not exceed $LOOO,OOO 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. 
advance~ 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 Parent; 

(h) create, incur, a~sume, wffer to exist or otherwise be liable with respect to any imlebtellness for borrowed 
money or guarantees thereof (including reimbursement obligatiom 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 Parent's and its Subsidiaries' business consistent with past practice; 

(i)(i) with respect io any director, officer or employee of Pareni or any of its Subsidiaries whose annual base 
sala1y exceeds $100,000, (A) grant or increase any severm1ce or termination pay to (or amend m1y existing 
severance pay or termination arrangement) or (B) enter into any employment, defened compensation or other 
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, defened compensation, stock option, restricted stock or other benefit plan or 
anangement; 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 performar1ce 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 pelformance 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 any of its Subsidiaries, except (i) where the amount paid in settlement or 
compromise, in each case, does not exceed $ LOOO,OOO, or (ii) 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; 

(l)(i) make, change or rescind (or file a request to make, change or rescind) any material Tax election, 
(ii) 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 (viii) consent to any extension or waiver of the 
statute of limitations applicable to any claim or assessment in respect of ·raxes, 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 
te1m 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): 

(o) grant any license or :>ublicen:>e to any third party, or otherwi:>e enter into any agreement, with respect to 
any Parent fPR; 

(p) retain any investment banker, broker or finder relating to the Qualified Offering without the prior written 
consent of VTBH, except for any retention pursuant to which compensation shall be paid by Parent or its 
Subsidiaries only upon the consummation of the Qt1alified Offering from the proceeds thereof (and that has no 
continuing 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. 

Section 5.3 VTBH Forbearances. During the period from the date of this Agreement to tlle 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 pem1itted by this Agreement (including with respect to the Financing), VTBH will 
not, and will not permit any of the VTBH 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 )(i) 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 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 VTBH 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 (iii) redeem, repurchase or 
otherwise acquire or offer to redeem, repurchase. or otherwise acquire any shares of VTBH's (or any of its 
Subsidiaries') share capital or any securities convertible into or exercisable for any shares of VTBH's (or any of 
its Subsidiaries') share capital, other than repurchases, redemptions or acquisitions by VTBH or any wholly 
owned Subsidiary of VTBH of share capital or such other securities, as the case may be, of any other whoHy 
owned Subsidiary of VTBH; 

(c)(i) issue, deliver, pledge or sell, or authorize the issuance, delivery or sale of, any shares of any VTBH 
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 VTBH Stock Options that are outstanding on the date of this 
Agreement in accordance with the terms of VTBH Award Plans on the date of this Agreement, (B) a 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 VTBH Subsidiary to VTBH or any other Subsidiary of VTBH, (ii) amend any term of any VTBH 
Stock or Equity Equivalent (in each case, whether by merger, consolidation or otherwise) or (iii) take any action 
that would adjust the ''Conversion Price'' ofVTBH Series A Preferred Stock: 

(d) incm 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 
(ii) any unbudgeted 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, equipmem, 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 $5,000,000 individually or $10,000,000 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 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 liabilities, 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 ordinmy course of 
business consistent with past practice or loans, advances or capital contributions to, or investments in, wholly 
owned Subsidiaries of VTBH: 

(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 VTBH's and its Subsidiaries' business consistent with past practice: 

(i)( i) with respect to any director, officer or employee of VTBH 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 
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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 pian or 
arrangement or (iv) increase compensation, bonus or other benefits payable to any employee of VrBH or any of 
its Subsidiaries. except, with respect to any director, officer or employee of VTBH 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 VTBITs methods of accounting in any material respect, except as required by concurrent ckmges 
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 VTBH 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 amomlt paid in settlement does not exceed the 
amount reserved for such claim in the VTBH Financial Statements; 

(l)(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) materiaHy amend any Tax 
Retums, (v) enter into any material closing agreement, (vi) settle any material Tax claim, audit or assessment or 
(vii) surrender any right to claim 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 VTBH 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: 

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

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

Section 5.4 Control of Other Party's Business. Nothing contained in this Agreement will give Parent 
directly or indirectly. the right to control VrBH or any of the VTBH 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 VTBH 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 12:0 I a.m. (Ea.'> tern time) on the 30th calendar day after the date 
of this Agreement (the ''!'-T_<~:-~~-(~p_ _ _f:'~~:i_<~~---~~<:t~_t __ QI:l~~"), Parent tmd the Parent Subsidiaries and their respective 
directors, officers, employees, investment bankers, attorneys, accountants and otl1er advisors or representatives 
(collectively, "Representatives") shall have the right to (i) 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 oL 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 in the VTBH Confidentiality Agreement (unless Parent offers to 
amend the VTBH Confidentiality Agreement to reflect such more favorable terms), or (y) to the extent 
applicable, the confidentiality agreement entered into with such Person prior to the date of this Agreement (any 
such confidentiality agreement an ''t\(;:_(;:_~P~<t-~1-~--<;:~~~ri_~~~-ti<t_li~y_ __ {'._gE~~-~~~~~"); provided that Parent shall promptly 
(and in any event within 48 hours) make available to VTBH 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 V'IBH (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 
summary 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 ~-(0-~t_i_<~~---~-:-~-' 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 lm1g as such Person or group is an Excluded Party) or 
as expressly permitted by this §_~<:_ti~~~--~-:~-- from the No--Shop Period Start Date until the Effective Time or, if 
earlier, the termination of this Agreement in accordance with Article VIIL 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, (i) initiate, solicit or knowingly encourage any inquiry or the making of any proposal or 
offer that constitutes, or would reasonably be expected to re;,ult in, an Ac4ui;,ition Proposal, (ii) engage in, enter 
into, continue or otherwise participate in any discussions or negotiations with any Person with respect to, or 
provide any non--public information or data conceming 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 
(iii) enter into any acquisition agreement, merger agreement or similar definitive agreement, or any letter of 
intent memorandum of understtmding or agreement in principle, or any other agreement (other than an 
Acceptable Confidentiality Agreement) relating to an Acquisition Proposal (an "Alternative Acquisition 
Agreement"). 

(d) Notwith;;,tanding 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 
information 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 VTBH, and (ii) Parent and its Representatives may engage in, enter into, 
continue 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 (ii) 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 constitutes 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 
legal 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 ~_(;_(;:_t_i_<~~---~-=-~-('!2_ (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 witl1in 48 hours after receipt), notify VTBH both orally and in writing of the receipt 
of any Acquisition Proposal, any inquiries that would reasonably be expected to result in an Acquisition 
Proposal, or any request for infonnation 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 
include (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 (ii) a written summary of the 
material terms of any Acquisition Proposal not made in writing or any such inquiry or request. Except as may 
relate to an Excluded Party, foHowing 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 <my Acquisition 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 VTBH, shall apprise VTBH of tl1e 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 hom providing such information or the information contemplated by the last 
sentence of Section 5.5(a) to VTBH. 

(f) Except as set forth in this Section 5.5(f} neither the Parent Board nor any committee thereof shall 
(i) (A) change, withhold, withdraw, qualify or modify, in a manner adverse to VTBH (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, (CI 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 tavJng 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 (ii) 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 tenninate this Agreement to enter into an Alternative Acquisition Agreement with respect to a Superior 
Proposal, subject to compliance with Section 8.l(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 VTBH pursuant 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 (ii) to effect a Change of Recommendation, if and only if (A) ( l) 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. constimtes 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(f) 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 shaH include any fee letters, which letters may be redacted to omit 

the numerical amounts provided therein, as applicable) (a "~b_<t~~g_(; __ ~~~--~-(;_(:_l~J!l-~~~~-~-<l_~~<:'~~--]'.!_t~~~<::~''): 

(ii) during the five (5) Business Day period following VTBH's receipt of the Change of 
Recommendation Notice. Parent shall, and shall cause Parent's Representatives to, negotiate with V'IBH in good 
faith (to the extent VTBH 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 Superior ProposaL so that such Superior Proposal 
ceases to constitute a Superior Proposal, as applicable: and 

(iii) following the end of the five (5) Business Day period described above in Section 5.5(f)(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 hy 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 stocldmlders of Parent 
under applicable Law or (B)(l) 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 m1other 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 shaH he required to comply 
again with the requirements 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 ~-~<:_~i_<:'~l ___ ~:-~J,g), nothing contained in this ~~~~~~J-~ __ 2_:~ shall be deemed to 
prohibit Parent, the Parent Board or any committee of the Parent Board from (i) complying with its disclosure 
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 Exchm1ge Act (or 
any similar communication to stockholders in cmmection with the making or amendment of a tender offer or 
exchange offer), or (ii) making any ''stop-look-and-listen" cmnmunication to the stockholder~ of Parent pursuant 
to Rule 14d-9(f) under the Exchm1ge Act (or any similar communications to the stockholders of Pm·ent): 
provided, that neither the Pm·ent 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. 

(ii) "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 (5) 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; p_~~l_\:'_i_~~~l_ 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 
least 66 2/,% 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 limn 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 occurTence 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 occunence resulting from or relating to any of the following 
give rise to an Intervening Event: (A) any Acquisition Propo;,al: (B) the public announcement of discus;,ions 
among the parties regarding a potential transaction. the public announcement, execution, delivery or performance 
of this Agreement, the identity of Parent or VTBH, 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 Oil 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 thereof); (D) the mere fact that Parent has exceeded or met 
any projections, foreca:>ts, revenue or earning:> predictions or expectations of Parent or any securitie:> 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 mles 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 hereof 
(so long as Parent and its Subsidiaries, taken as a whole, are not disproportionately affected thereby relative to 
other similarly simated 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 situated participants in their 
industry). 

(iv) "Superior Proposal" means a boJJa fide written Acquisition Proposal (with the percentages set forth 
in clauses (ii) and (iii) 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 con:-.titute a Superior Propo:-.al under clause (i) under the definition thereof unless it abo constitutes a 
Superior Proposal pursuant to clause (ii) or (iii). as applicable, after giving effect to this parenthetical) that the 
Parent Board has determined in its good faith judgment (after consultation with outside legal counsel and its 
finmJCial 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 consmrunation thereof) and this Agreement (including any 
changes to the terms of this Agreement committed to by VTBH to Parent in writi11g in response to such 
Acquisition Proposal under the provisions of -~~~:~~~J-~--~:~_(_U 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 incuned by a party in cmmection 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 incuning such fees and expenses, except that (a) VTBH shall bear and pay the filing fee 
associated with the Notification and Repmt 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 shall 
each bear and pay one--half of all applicable sales, use, transfer. stock transfer recording, documentary, deed. 
stamp and other similar taxes and fees, including, without limitation, any real property transfer or gains 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 wi11 join in the execution of any such Tax Returns or other documentation, 
and (d) YTBH 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. I 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 :>uch 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 VTBH upon the receipt of any comments from the SEC or any request from the SEC for 
amendments or supplements to the Proxy Statement and shall provide VTBH 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 
(ii) shaH (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 VTBH and (B) include in such document 
or response all comments relating to VTBH, 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 regulations thereunder in 
connection with the Merger, the issuance of the Merger Consideration and the issuance of Parent Common Stock 
in respect of VTB H Stock Options. VTBH shaH furnish all information concerning VTBH and the holders of the 
VTBH Stock and rights to acquire V'IBH Common Stock pursuant to the VTBH Award Plans as may be 
reasonably requested by Parent in cmmection with any such action. 

(b) If. prior to the Effective Time, any event occurs with respect to VTBH 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, VTBH shall promptly 
notify Parent of such event, and VTBH 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. l(b) 
shall limit the obligations of any party under Section 6.l(a). 

(c) Parent shall, as soon as practicable, bur in no event more than five (5) Business Days following the later 
to occur of (i) the date that is the ]Qth 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 (i) cause the Proxy Statement to be mailed to Parenf 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 (5) 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 tl1ey 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 ofH.ecorrunendation in accordance with Section 5.5(t). 

(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 tl1an 30 days after the signing of this Agreement, VTBH shall prepare and deliver to Parent the 
consolidated financial statements of VTBH 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 !lows for each of its three most recent fiscal years. and (ii) an unaudited balance sheet as of tl1e end of its most 
recent fiscal quarter, an unaudited 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 tl1e preceding fiscal year, in each case prepared in accordance with GAAP, during tl1e periods 
involved (except, in the case of unaudited statements, for the absence offootnotes 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 prope1ties, books, Contracts, commitments, personnel and records and, during such period, 
each of VTBH and Parent shalL and shaH 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 other information 
conceming 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 withholding 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 fiducimy 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 fiducimy duty) or (iii) that is subject to any attorney-client privilege (provided that the withholding party shall 
use reasonable best efforts to aHow for such access or disclosure to the maximum extent that does not result in a 
loss of attomey-dient 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 Ail 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 "VTBH Confidentiality Agreement''). No 
investigation pursuant to this Section 6.2 or information provided, made available or delivered to VTBH or 
Parent pursuant to this Section 6.2 or otherwise shall affect any representations or wananties of Parent or VTBH 
or conditions or rights of Parent or VTBH contained in this Agreement. 

(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 
either 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 efTorts to take, or cause to be taken, aU 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 
consummate the transactions contemplated by this Agreement, including preparing and filing as promptly as 
practicable all documentation to efTect all necessary filings, consents, waivers. approvals, authorizations, pennits 
or orders from all third pm·ties and Governmental Entities. including those required to satisfy the conditions set 
forth in Section 7.1(c) and Section 7.I(e), so as to enable the Closing to occur as soon as reasonably practicable. 
lf the actions taken by VTBH and Parent pursuant to the immediately preceding sentence do not result in the 
conditions set forth in Section 7.l(c) and Section 7.l(e) being satisfied, then each of VTBH 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 Govemmental Entity or 
other Person to 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 necessary to overmrn any regulatmy action or 
proceeding by any Govemmental 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, overtumed or terminated, including 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.l(c) or Section 7.l(e) not to be satisfied, provided that VTBH and Parent shall cooperate with one 
another in connection with, and shall jointly control. ali proceedings related to the foregoing. Nothing in this 
Section 6.3 shall require Parent, Merger Sub or VrBH or any of their Subsidiaries to sell, hold separate. license 
or otherwise dispose of any assets or conduct their business in a specified mam1er, 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 connection with and without limiting the generality of the foregoing: 

(i) Parent and VTBH shaH make or cause to be made. in consultation and cooperation 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 fili11gs relating to the Merger with any other 
Govemmental Entities under any other antitrust, competition, trade regulation or ~imilar Laws; 

(ii) each of Parent and VTBH shaH 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): 

(iii) each of Parent and VTBH shall keep the other apprised of the statu~ 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 
Govemmental Entity regarding the Merger (including with respect to any of the actions refened 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 
communicat·ion; 

(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 connection 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 VTBH shall participate in or attend any meeting, or engage in any 
substantive conversation with any Govemmental 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 shaH 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 PareJJt and VTBH shaH cooperate in the filing of any 
substantive memoranda, white papers, filings, conespondence 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 shaH 
fumish 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 wananty 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 wananty 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, condition or agreement to be complied with or satisfied by it under this Agreement: 
provided, however, that no such notification shall affect the representations, wananties. 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 lu1icle VII to 
be satisfied, unless the underlying inaccuracy or breach would independently result in the failure of a condition 
set forth in Article VH to be satisfied. 

Section 6.4 Indenmification and Directors and Officers Insurance. 

(a) Parent agrees that an rights to indemnificarion. advancement of expenses and exculpation from liabilities 
for acts or omissions occuning prior to the Effective ·rime now existing in favor of the cunent or former 
directors or officers of VTBH and the VTBH Subsidiaries (each, an "Inderm1ified Party'') as provided in the 
VTBH Charter and the VTBH Bylaws, in each case as in effect on the date of this Agreement, or pursuant to any 
other Contracts in effect on the date hereof and disclosed on Section 6.4 of the VIBH Disclosure Schedule, shaH 
be assumed by the Surviving Corporation in the Merger, without further 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 ·rime, Parent shall purchase a "tail" directors' and officers' liability insurance 
policy for VTBH, VTBH Subsidiaries and their respective current and former directors and officers who are 
currently covered by the directors' and officers' liability insurance coverage currently maintained by VTBH, in a 
form reasonably acceptable to VTBH, that shall provide VTBH. the VTBH Subsidiaries and mch 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 
cunently maintained by VTBH, with respect to claims arising out of or relating to events which occuned before 
or at the Effective Time (including in connection with the transactions contemplated by this Agreement): 
provided, however, that in no event shaH Parent be required to expend for such policy an amount in excess of 
300% of the annual aggregate premiums cunently paid by VTB H for such insurance (the ''[1,!_<1_;<}~~-l_l~~-_f:'~_(;~~~l_l~l!:·'). 
If such insurance 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 ofticers' 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 cunent and former 
directors and officers of Parent and VTBH 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 Indemnified Party and his or her heirs and representatives. Parent shall pay 
or cause to be paid (as innmed) all expenses, including reasonable fees and expenses of counsel, that an 
Indemnified Party may incur in enforcing the indemnity and other obligations provided for in thi~ 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 "!:~.<1~~~-'":<::_~i_(~~J __ :h_i_t_i_g_'":!~~~~· Parent shaH give VTBH the opportunity 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 shaH be agreed to 
without the prior written consent of VTBH, 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 VTBH 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 authmity over the litigation 
except for the settlement consent set forth above. 

Section 6.6 !!_(~':l~~J ___ ~r_p~~~-<:_t_(~~;,;- Pm·ent 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: (i) 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 (l) "audit committee financial expert" as defined in Item 407(d)(5) of 
Regulation S-K) under NASDAQ mles: (ii) two (2) individuals identified by Parent, one of whom shall be an 
"independent director" (and eligible to serve on Parent's audit committee) and "finm1eiaHy sophisticated" under 
NASDAQ rules; and (iii) 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 he selected by VTBH, in case of an individual identified as a VTBH 
director. or Parent, in the case of an individual identified as a Parent director. 

Section 6. 7 Public 1\.nnouncements. 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. TI1ereafter, 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 VTBH 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 mles 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 effmts to provide and to cause their respective officers, employees, representatives and advisors, 
including legal and accounting advisors to provide, to VTBH such cooperation as may be reasonably requested 
by VTBH 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 (co11ectively, "'Financing Sources"): (ii) furnishing VTBH and the Financing Sources with 
fimmcial and other pertinent information regarding Parent and the Parent Subsidiaries and their industry as shall 
exist and be reasonably requested by VTBH; (iii) 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; (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 Parent and (vii) using reasonable best 
effmts to obtain such consents, approvals, authorizations and instruments which may reasonably be requested by 
VTBH to permit the consummation of the Financing and collateral anangements. 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 
intended 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 VTBH, on the one hand, and potential sources of the Qualified Offering, potential lenders and 
investors for the Qualified Offering, on the other hand (collectively. "Qualified Offering Investors"); 
(ii) furnishing Parent and the Qualified Offering Investors with financial and other pertinent information 
regarding VTBH and its Subsidiaries 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 finar1cing 
documents. offering documents, marketing documents, rating agency presentations and other materials 
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 VTBH and (vii) using reasonable best 
efforts to obtain such consents, approvals. authorizations and instruments which may reasonably be requested by 
Parent to permit the consummation of the Qualified Offering and collateral anangements. VTBH 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 likely to harm or disparage VTBH or its Trademarks. 

Section 6.9 Tax Treatment of Merger. 

(a) The parties intend, that, for U.S. federal income tax purposes, the Merger shall qualify as a 
reorganization under Section 368(a) of the Code and thai this Agreement ~hall con~titule 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)(l)(B) of the Code. 

(b) TI1e 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. 

(c) fn furtherance of the foregoing: 

(i) VTBH hereby provides the following representations, wananties and covenants: 

(A) VTBH has not made, actually or constructively, any extraordinary distributions with respect to 
VTBH Common Stock or redeemed any VTBH Common Stock prior to and in connection with the 
Merger, and Persons related to VTBH have not made and shaH not make any acquisitions of VTBH 
Common Stock prior to and in connection with the Merger. Solely for purposes of this 
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~_t;(;:_t_i_(~~--s-,_:_~~<::)_(~2(~)_, one corporation is related to another corporation if (l) both corporations are 
members of the same affiliated group of corporations, or (II) 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 detennined either immediately before or 
immediately after the Merger. 

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

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

(D) VTBH and the holders of VTBH Common Stock will pay their respective expenses, if any. 
incuned 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 VTBH wiH be separate 
consideration for, or allocable to, any of their shares of VTBH Common Stock, none of the shares of 
Parent Common Stock received by any shareholder-employee of VTBH will be separate consideration 
for, or allocable to, any employment agreement, and the compensation paid to any shareholder­
employee of VTBH will be for services actually rendered and wiH be commensurate with amounts paid 
to third parties bargaining at ann'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 respects. 

(G) VTBH 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. 

(I) VrBH 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 Rerum, or any other Tax reporting position, 
that would be incon:-.istent with the treatment of the Merger as a tax-free reorganization. 

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

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

(A) Parent wiil have Control of VTBH immediately after the Merger, and Parent has no plan or 
intention as of the date hereof or the Closing to (I) cause or allow VTBH 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 VTBH Stock or transfening VTBH Stock to any other Person) that could result in Parent 
losing Control of VTBH. 

(B) Parent has no plan or intention as of the date hereof or the Closing to (l) liquidate VTBH, (H) 
merge VrBH with or into another corporation or entity other thtm Merger Sub, (HI) 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 or transfers of assets to a corporation controlled by VTBH. 
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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 in the Merger. 

(D) Parent has no plan or intention as of the date hereof or rhe 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 ordinliy course of business. 

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

(F) It is Parent's plan lild intention that Parent or another member of Parent's "qualified group'' 
(as such term is defined in Treasury Regulations Section 1.368-l(d)\'1)(ii)) will continue at least one 
significant line of the historic business of VTBH or use a significant portion of VTBH' s hi~toric 
business assets in a business li1d, absent a material chli1ge in circumstances after the Closing, Parent or 
another member of Parent's "qualified group'' will continue at least one significant line of the historic 
business ofVTBH or use a significant pmtion ofVTBH'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 VTBH or the holders of VTBH 
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 win be, in so far as they relate tn Parent tme, complete 
and correct in all material respects. 

(I) Parent is not under the jurisdiction of a court in a case under Title 1 I or similar case within the 
meaning of Section 368(a)(3)(A) of the Code. 

(J) 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 until the Closing. 

(L) Merger Sub was formed solely to effectllate the Merger, and (T) has not held, and will not hold 
at any time prior to the Merger, any assets (other than cash contributed by Pli·ent upon incorporation), 
and (II) 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) VTBH and Parent hereby provide the following representations. WliTlilties lild 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 shli·es of Parent 
Stock that would otherwise be issued to such holders in the Merger will be made solely for the purpose 
of saving Pli·ent the expense and inconvenience of issuing and transferring fractional shares of Parent 
Stock lild will not represent separately bargained for consideration, lild the total cash consideration 
that will be paid in the Merger to holders of VTBH Stock in lieu of ti·actional 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 VTBH 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 VTBH Stock 
surrendered in the exchlilge, as determined by ann's length negotiations between the respective 
management of Parent and VTBH. 
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(E) VTBH will pay its dissenting shareholders (if any) the value of their VTBH Stock out 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 VTBH Series B Prefened Stock. Neither VIBH nor Parent has any plan or 
intention, after the Closing. to cause VTBH to redeem any shares of the VTBH Series B Preferred 
Stock. 

(G) At least 50% of the proprietary interest in VTBH 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 VTBH Stock solely in exchange for voting Parent Stock. 

(I) No liabilities of VTBH 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 Prefened Stock may be reflected as a liability on Parent's consolidated balance sheet. 

(J) In the Merger, Merger Sub will have none of its liabilities assumed by V'IBH and will not 
transfer to VTBH any asset" subject to liabilities, except in each case for de minimi& contingent 
liabilities. 

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

(A) "Control'' of a corporation means ownership of (I) at least 80% of the total combined voting 
power of a11 classes of stock of such corporation entitled to vote, and (II) at least 80% of the total 
number of shares of each other class of stock of such corporation. 

(B) "Investment Company" ha~ the meaning assigned to such term in Sections 368(a)(2)(F)(iii) 
and (iv) of the Code. 

Section 6.10 FIRPTA Certificate. At the Closing, VTBH shaH deliver to Parent a properly executed 
statement (a ''FIRPT A Compliance Certificate'') in a form reasonably acceptable to Parent for purposes of 
satisfying Parent's obligations under Treasury Regulation Section 1.1445--2(c)(3). 

Section 6.1 I VTBH Internal Control over Financial Reporting. VTBH shaH, and shall cause each of its 
Subsidiarie~ to. u:»e commercially rea~onable efforts to establi~h and maintain a :-,y~tem of "internal control over 
financial reporting" (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) that, as of the Closing, is 
reasonably likely to be considered effective at the reasonable assurance level. 

ARTICLE VII 

COND1TlONS 

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) ~~'"!~~J_t __ ~~g_L~~~-i_t_(O ___ ~~~l_(:_J<:~-(~!~(OE_Y_(~~~- The Parent Requisite Stockholder Vote shall have been obtained. 

(b) Listing. The Parent Common Stock to be issued in the Merger and in respect of VTBH Ro11over Options 
shall have been authorized for listing on NASDAQ, subject to oflicial notice of issuance. 

(c) Regulatory Approvals. Any applicable waiting period (and any extemion 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) !"l'_(~__!~Jj_~~-<:_t_i_<~~-~--cJ~:_B:~:;;~!~~~J_t_~· 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 shaH be in effect preventing. the consummation 
of the Merger and the transactions contemplated by this Agreement. 

(e) 9_~_\1-~~l_<l!l~:~ __ :l\:1_<1~~~~:~· 'Ihe Parent Board Election Stockholder Approval shaH 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 v;ith or following Parent's consummation thereof and shaH 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 VTBH set forth in 
Section 4.1, Section 4.2 and Section 4.3 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 (ii) 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 if made at and as of such date (except to the extent that any such representation or wananty speaks as of an 
earlier date, in which case such representation or wananty shall be true and conect as of mch 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 VTBH to the foregoing effects. 

(b) Performance of Obligations of VTBH. VTB H shall have performed in a11 material respects all 
obligations required to be performed by it under this Agreement at or prior to the Closing Date, and Parent shaH 
have received a certificate signed on behalf of VTBH by the Chief Executive Officer or the Chief Financial 
Officer of VTBH to such effect. 

(c)~~:'\~· Since the date of this Agreement. there shaH have been no VTBH 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 to Obligation~ of VTB H. The obligation of VTBH to died. the Merger i~ also 
subject to the satisfaction, or waiver by V'IBH, at or prior to the Effective Time of the following conditions: 

(a) Representations and \V arranties. (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 011 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 wananty speaks as of an earlier date, in which case such representation or warranty shall 
be tme and correct as of such earlier date), and (ii) the other representations and warranties of Parent set forth in 
this Agreement shall be tme and correci in 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 shaH be true and conect as of such earlier date), 
except where the failure of such representations and wananties to be so true and conect (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) f'_t;E!~lEJ!l_~~<::~--~JL_Q_~!~g_<t~~~~~:>_ __ (~r!:'~~-(;-~~· 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) j\,~0~· Since the date of this Agreement there shaH 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. 

(d) Q_ll_<l:l_i_~-~~--Q!:f~~~~J_g. 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 OfferiJJg 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. Timse 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 VTBH prior to the date 
of this Agreement. 

Section 7.4 Fmstration of Closing Conditions. Neither Parent nor VTBH 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 VJil 

TERMINATION 

Section 8.1 ·rermination. 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 VTBH or Parent: 

(i) if the Closing shall not have been consummated on or before Febmary 28, 2014 (the "Outside 
Date"); provided, further, that the right to terminate this Agreement under this Section 8.l(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 perfonn in any 
material respect any of its obligations under this Agreement; 

(ii) 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.l(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 m1der this Agreement; or 

(iii) if the Parent Stockholders Meeting shall have concluded and the Parent Requisite Stockholder 
Vote shall not have been obtained. 

(c) by VTBH: 

(i) 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 to be tme), 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 cured, by Parent within thirty (30) days following receipt of written notice from VTBH of such 
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breach or failure; provided that VTBH shaH not have the right to terminate this Agreement pursuant to this 
Section 8.l(c)(i) if VTBH is then in material breach of any of its representations, warranties, covenants or 
agreements contained in this Agreement; 

(ii) 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 ~hall have entered into an Alternate Acquisition Agreement. 

(d) by Parent: 

(i) if VTBH 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 VTBH set forth in this 
Agreement shall fail to be true), which breach or failure (A) would (if it occuned or was continuing 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 &hall 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, wananties. covenants or 
agreements contained in this Agreement; 

(ii) if at any time prior to the time the Parent Requisite Stodd1older 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 a11 material respects with Section 5.5; provided that 
substantially concunently with such termination, Parent enters into such Altemative Acquisition Agreement and 
fulfills it" obligations under Section 8.3; or 

(iii) if aH conditions in Sections 7.1 and 7.3 are satisfied or waived other than the condition in 
Section 7.l(f); provided that Parent shall not have the right to terminate this Agreement pursuant to this 
Section ~U(d)(iii) if Parent is then in material breach of any of its representations, wananties. 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 shaH forthwith become null and void 
(other than the provisions in Sections 5.6. 8.2 and 8.3, and the provisions in Article IX. 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. 

Section 8.3 Termination Fee. 

(a) In the event that this Agreement is terminated pursuant to: 

(i) Section 8.1(c)(i) by VTBH as a result of a wiHful breach committed by Parent or Merger Sub prior 
to such termination, VTBH shaH be entitled to receive the Reimbursement witl1in one (1) Business Day after the 
date of such termination and the Fee by the Fee Payment Date; 

(ii) Section 8.l(c)(ii) by VTBH, 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; 

(iii) Section 8.l(c)(iii) by VTBH, 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; 
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(iv) Section 8.l(c)(iv) by VTBH or Section 8.l(d)(ii) by Parent, VIBH shall be entitled to receive the 
Reimbursement and the Fee within one (l) 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.l(b)(iii) by either VTBI-1 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, VTBH 
shall be entitled to receive (A) the Reimbursement within ( l) Business Day after the date of such tem1ination and 
(B) if Parent enters into an Altemative Acquisition Agreement with any Person other than VTBH within twelve 
(12) months after the date of such termination under Section 8.l(b)(iii), the Fee within one (1) Business Day after 
the consummation of the transaction contemplated by such Altemate Acquisition Agreement; 

(vi) Section 8.l(bl(iii) by either VTBH or Parent and no Acquisition Proposal shaH 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: 

(vii) Section 8.l(d)(i) by Parent as a result of a willful breach committed by VTBH prior to such 
te1mination, Parent shall be entitled to receive from VTBH the Fee within ten (10) Business Days after the date 
of such termination; or 

(viii) 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: 

(i) "Reimbursement" means a license agreement in form and substance set forth on Exhibit E, duly 
executed and subsequently fully performed by Parent throughout the term of such license agreement. 

(ii) '·r~~·· means cash in the amount of $1,000,000, paid by wire transfer of immediately available 
funds to one or more accounts designated by VTBH or Parent, as applicable. 

(iii) ''!~~_t; _ __f:'~y~~~J_t __ ~_<[_t~" means, following a termination pursuant to Section 8.3(a)(i), (ii) or (iii), the 
earlier of (A) ten (10) Business Days 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 enforce 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 shaH have no further liability to VTBH 
of any kind in respect of this Agreement and the transactions contemplated hereby: and (ii) if VTBH delivers the 
Fee required by, and in accordance with, this Section 8.3. as applicable, then VTBH shall have no further liability 
to Parent of any kind in respect of this Agreement and the transactions cmJtemplated hereby. For avoidance of 
doubt, neither VIBH nor Parent shall be required to pay the Fee more than once. 

ARTICLE IX 

MISCF.:r f.ANFOIJS 

Section 9.1 No Survival of Representations and Warranties. Except as otherwise provided in this 
Agreement, the representations, waiTanties and agreement~ 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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tenninate 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 IX 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 shaH be no amendment 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 wananties of any other party hereto, 
(b) extend the time for the pelformance of any of the obligations or acts of any other party hereto or (c) 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 such extension or waiver shall be valid only if set forth in an instrument in 
writing signed on behalf of such party. 

Section 9.4 :1\~-~~S-~~~-(0-~~· Neither this Agreement nor any of the rights, interests or obligations hereunder 
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 shaH be binding upon, 
inure to the benefit of, and be enforceable by, the parties hereto and their respective successors and pennitted 
assigns. Any purported assignment not permitted under this Section shall be null and void. 

Section 9.5 <;:_(~\!~~~~!P'":~~-· This Agreement may be executed in any number of original, facsimile or PDF 
counterparts (each of which shall be deemed to be an original but all of which taken together shall constitute one 
and the ~ame agreement) and shall become effective when one or more counterparts have been signed by each of 
the parties and delivered to the other parties. 

Section 9.6 Entire Agreement; No Third-Party Beneficiaries. This Agreement and the exhibits hereto, the 
Parent Disclosure Schedule, the VTBH Disclosure Schedule. the Voting Agreements, the Stockholder Agreement 
aml the VTBH Confidentiality Agreement (a) con;,litute !he entire agreement, and ;,uper;,ede 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 clause (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 inevocably 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 inevocably 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 in1mune 
from the jurisdiction of any such court or from any legal process commenced in such courts (whether through 
service of notice, attachment prior to judgment. attachment in aid of execution of judgment, execution of 
judgment or otherwise) and (iii) to the fullest e:<tent 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 such 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 
OTHERWISEl ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS 
CONTEMPLATED HEREBY OR THE ACTIONS OF ANY PARTY IN THE NEGOTIATION. 
ADMINISTRATION, PERFORMANCE ANTI ENFORCEMENT OF THIS AGREEMENT AND THE 
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. 

Section 9.8 ~.P!O:~:i~~_<: __ f!O:~:~~J~~~~~-{;:_~· The parties agree that in-eparable 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 otherwi~e breached and it is accordingly agreed that 
the parties shall be entitled to an injunction or injunctions 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 it 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 document to be given hereunder by any party 
hereto to any other party shall be in writing and shall be delivered personaiiy, 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 ovemight courier service if delivered by 
overnight courier. upon electronic confirmatioJJ of receipt if faxed during normal business hours and otherwise 
upon the opening of busine~s Oil 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, Califomia 92064 
Facsimile: 888-639-2150 
Attention: James A. Barnes 

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

Sheppard Mullin 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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If to VTBH: 

VTB Holdings, Inc. 
100 Summit Lake Drive, Suite 100 
Valhalla, 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 

DechertLLP 
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. IO ~-~~~~:<~_~~!~~~- lf any tenn or other provision of this Agreement is determined by a court of 
competent jurisdiction to be invalid, illegal or incapable of being enforced by any mle 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 thai any term or oiher 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 9.1 I Definitions. As used in this Agreement, the following terms have the meanings ascribed thereto 
below: 

":"~:f(i_l~_<l~~" of any Person means another Person that directly or indirectly, through one or more 
intermediaries, controls, is controlled by, or is under common control with, such first Person. 

":1\~~~~~t~~-t--~-'~1,\'_'' meam 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 Saturday or a Sunday or (ii) a day on which banking and 
savings and loan institutions are authorized or required by Law to be dosed in New York City. 

"Contract" means all oral or written contracts, agreements, commitments, anangements, leases and other 
instruments to which any Person is a party. 

"Environmental Law'' means any foreign, federal, state or local law, treaty, statute, mle, 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, treatment, 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 wauants 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. 

"~:;;_~::_~~~J_g.:: __ Ai::~· means the Securities Exchange Act of 1934, as amended. 

''Financing" means a refinancing of VTBH' 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 (z) the acceptance by such Person of 
shares of common stock of such Person for withholding Taxes incurred in cmmection with the exercise of Equity 
Equivalents of such Person or the vesting or satisfaction of Equity Equivalents of such PersOJJ, in each case, in 
accordance with past practice of such Person and the terms of the applicable award ab>reements. 

''GAAP" means United States generally accepted accounting principles. 

"Governmental Entity" means any nation or govemment, 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 govemment. 

"<;J_r_[t~~~--f2_[l_t_(;" means, with respect to any Parent Stock Option or V'rBH Stock Option, the date on which 
such Parent Stock Option or VTBH Stock Option was granted to the holder of such Parent Stock Option or 
VTBH Stock Option, respectively. 

"Health Law;," 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 Dmg 
Administration and comparable foreign Governmental Entities and any such Laws promulgated under the Federal 
Food, Dmg 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 legal 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 ali related continuations, continuations-in-part, divisions, reexaminations, extensions reissues, and 
counterparts claiming priority therefrom (collectively. "?_[!~":~~~~"); (b) inventions, invention disclosures, 
discoveries and improvements, whether or not patented or patentable; (c) works of authorship, including designs, 
data and database rights, and registrations and applications for registration thereof, and ail rights associated with 
works of authorship, including moral rights of authors; ("<;:~~PYE~g}~~~"); (d) computer software and firmware, 
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including without limitation without limitation data files, source code, object code and software--related 
specifications and documentation (collectively ''Software''); (e) 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 
statutory Law and common law), non--public information, and confidential information, business, tedmical and 
know-how information, and rights to limit the use or disclosure thereof by any Person (collectively "Trade 
Secrets"); (g) domain names; and (h) proprietmy databases and data compilations and an documentation relating 
to the foregoing; and including without limitation in each case any and all (x) 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 VTBH'' or "Knowledge'' when used in reference to VTBH means the knowledge after 
reasonable inquiry 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. 

"Q~:~~(' means any order, writ, Injunction, decree. judgment or stipulation issued, promulgated or entered 
into by or with any Governmental Entity. 

"Q~:g~~~i_?:_<l_~i(~~l_<l_I__P_(~<::~-~~~~_t_( means, with respect to any Person, its certificate of incorporation, bylaws or 
other similar organizational documents. 

"?_~:~~~--!:1:'13_" means any Intellectual Property Rights owned, in whole or in part, by Parent or any of its 
Subsidiaries. 

"?_~:~~~--J:I'~<l_t~~-i-~_1 __ ~'\c!~~~:~~--gE~~~:~'' 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 Subsidiaries, 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 generaHy affecting the United States economy or 
generally affecting one or more industries in which Parent 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 market:-. (indmling any di:-.mption thereof and any 
decline in the price of any security or any market index): (iv) changes in GAAP or other accounting 
requirements; (v) changes in any Laws, mles, 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 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 
Pm·ent Material Adverse Effect) shall not be taken into account in determining whether a ''Parent Material 
Adverse Effect'' has occurred or would reasonably be expected to 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 can·y on their respective businesses as currently conducted. 
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"f'.<l!~~J_t ___ ~~~J_(;:_~'' 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. 

"?_~:~~~--!Y-~!~~~t-~" means warrants to purchase Parent Common Stock. 

"?~~:§!1_~~~--~:>;_(;:_~~~~~g~--~~~i_(( means the ratio of the Per Share Number to one (1). 

"?~~:§!1_~~~-!'J-~-~~~~( means the Closing VTBH Share Amount divided by the VTBH Fully Diluted Share 
Amount, where: 

(a) ''<:"::_l_(~~-i~~~;___y:r_:§_!l: __ ~-~~~-(; __ ,'\~1!:~~~-~r means the Total PostClosing 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 tl1is 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 (vi) the number of shares of Parent Common Stock Stlbject 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) JJl if a Qualified Equity Offering is completed plior to Closing, 
plus (ii) the product of (A) the Exces~ Offering Multiplier multiplied by (B) .0015: 

(d) "Excess Offering Multiplier" meaJJs, 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; 

(e) ''Qualified Offering Share Amount" means, with respect to a Qualified Equity Offering, the sum of the 
m1mber of shares of Parent Common Stock plus the number of shares of Parent Common Stock subject to Parent 
Wan-ants issued in the Qualified Equity Offering; 

(f) ":r<~~<l_l ___ f:l_<~~-t-~<;:_l~~~-i~~g--~-~-~E~--:~J!l~l-~~~-~-, 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 (ii) the 
number of outstanding shares of VTBH Conunon Stock as of the date of this Agreen1ent (35,282,286). plus 
(iii) 1he number of outstanding shares of VTHH Series A Prefeued Siock as of ihe date of this Agreement 
(48,689,555), plus (iv) the number of shares ofVTBH Common Stock subject to outstanding VTBH Stock 
Options as of the date of this Agreeme11t ( 1 1.490,597), plus (v) (without dtlplication to (i) through (iv)) the 
number of shares of VTBH Common Stock subject to any issuances after the date of this Agreement of VTBH 
Common Stock, VTBH Series A Preferred Stock, VTBH Stock Options or other securities convertible into or 
exercisable for Parent Common Stock (other than any VTBH 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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"f'.<l!~~J_t_!:i_~J-~E~ __ g!~~-t~~~!I __ §_~~·<:!<:~~~l-~~~:-~'\EP~:(~_\1_'":!" 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 quomm present. 

"f'.~E~~~-t~~-~---!:~~!1_( means (a) any Liens for ·raxes or other governmental charges 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, (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 cuuent 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 (h) Liens listed 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, pmtnership, company, limited liability company, 
trust, joint venture, association, Govemmental 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 "<;:E~~-i~ __ !';:gE~~~-(;~~~··), by and among VTBH, 
VTB, 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 

"Q':l_(l_l~ri_t;_~ __ T?_~~-t _ _9ff~~~~J_g'' means any incunence of indebtedness for bono wed 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 VTBH 

"Qualified Equity Offering" means a sale of Parent Common Stock and/or Parent WaiTants, 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 cmmection with any such transaction, unless VTBH 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 dosing 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 (c) 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 wananties, 
indemnification obligations and (in the event of an exempt transaction under the Securities Act) registration 
Iights, which registration rights will not conflict with those set forth in the Stocld10lder 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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"~-~-<t~:~--~-~-~_ll_'"!l~:~" means the issuance at the Closing by Parent of Parent Common Stock as Merger 
Consideration. 

"Subsidiary'', with respect to any Person, 1neans 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 tenns ordinary voting power to elect a 
majority of the board of directors or others performing similar functions with respect ro 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. 'T'he terms ''y:'_~:~~~--~-_llE~_i_~~<:tl)''' and ·'y:_I}:\_!:f 
Subsidiary" mean any direct or indirect Sub;;,idiary of Parent or VTBH, re;;,pectively. 

''Substantial Compliance'' means ''substantial con1piiance'' as such term is used in the HSR Act. 

"T~_;( means all income. gross receipts, franchise, sales, use, ad valorem, property. payroll, withholding, 
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 it;, Subsiuiaries, or VTBH or any of 
its Subsidiaries. 

""!:<:t_:;;_i_l1Jj __ ~'\_ll_~h~JE~~~" means, with respect to any Tax. the Govemmental Entity that imposes such Tax. and the 
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 VTBH 
Disclosure Schedule. 

"VTBH IPR'' means any Intellectual Property Rights owned, in whole or in part. by VTBH or a VTBH 
Subsidiary. 

"Y-:I_:!:l!:i __ ~!~~":~~~1_l __ ~'\~1_',i~~:~~--§_ff<:~:~·· 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 VTBH 
and the VTBH Subsidiaries, taken as a whole. and/or (B) the ability of VTBH to perform its 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 generaHy affecting one or more 
industries in which VTBH 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 n1arkets (including any disruption thereof and any decline in 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 VTBH 
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 VTBH Material Adverse Effect) shall not be taken into account 
in determining whether a "VTBH Material Adverse Effecf' has occurred or would reasonably be expected to 
occur with respect to VTBH. 
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"_\,f'T~_lj_ __ ~~~!Ilc~~~--, means aU govemmentallicenses, authorizations, permits, certificates, registrations, 
consents, franchises, variances, exemptions, Orders and approvals required to own, lease and operate VTBH and 
its St1bsidiaries' respective properties and to carry on their respective businesses as currently conducted. 

"VTBH Phantom Unif' means any phantom unit granted under any VTBH Award Plan. 

"Y'T~_1j__:f3:~!~~~~---~-~:t_i_~~" means (l) VTBH, (2) the Financing Sources and (3) the former, current and future 
(A) Affiliates, (B) directors. officers, managers. employees, agents, attomeys, consultants, advisors or other 
representatives and (C) general or limited partners, managers. shareholders, members, partners, successors, 
permitted assigns, in each case, of VTBH, any Financing Source or any Affiliate of any of the foregoing. 

''VTBH Stock Option" means any option to purchase VTBH Common Stock granted under any VTBH 
Award Plan. 

''willful breach" means (i) with re~pect 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 omi&sion 
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, cause a 
material breach of such covenant or agreement and (ii) the failure by any party to consummate the transactions 
contemplated hereby after ali of the conditions set forth in Article Vl! 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 Article 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 shaH not 
affect in any way the meaning or interpretation of this Agreement. Whenever the words "include," "includes'' or 
"including'' are used in this Agreement, they shall be deemed to be followed by the words "without limitation." 
The words "hereof," "herein'' and "hereunder" and words of similar import when used in 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 pursuant hereto unless otherwise defined therein. The definitions contained in this Agreement are 
applicable lo the singular as well as the plural forms of such term;, and to the masculine as well a;, to lhe feminine 
and neuter genders of such tenn. References to a Person are also to 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 authorship of any provision of this Agreement 
or interim drafts of this Agreement. 

* * * * * * * 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement and Plan of Merger to be duly 
executed as of the day and year first above written. 

PARAMI~TRIC SOUND CORPORATION 

By: /s/ Kenneth Potashner 

Name: Kenneth Potashner 
Tide: Executive Chairman 

PARIS ACQUISITION CORP. 

By: /s/ James A. Barnes 

Name: James A. Barnes 
Tide: President 

VTH HOUHNGS, INC. 

By: /s/ Kenneth Fox 

Name: Kenneth Fox 
Tide: President and CEO 

[Explanatory Note: Exhibit A (Certificate of Merget·), ·Exhibit B (Certiticate of Incorporation of the 
Surviving Corporation), Exhibit C (Bylaws of the Surviving Corporation) and Exhibit D (Letter of 
Transmittal) arc included as pm·t of Exhibit 99.1 to the Form 8-K filed with the SEC hy Parametric Sound 
Corporation on August 5, 2013 and are inc(n-porated herein by reference. Exhibit E (License Agt·eement) 
is reproduced in full hereafter.] 
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EXECUTION DRAF'T 

LICENSE AGREEMENT 

This License Agreement (''Agreement") is entered into as of , 2013 (''Effective Date'') between 
PSC Licensing Corp., a Califomia 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 Dtive, Suite 100, Valhalla, NY 10594 ("Licensee'') (each a ''Party" 
and collectively the "_f:'~~_t_i~_(). 

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 intellectual 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 l 
DEFINITIONS 

L 1 Affiliate. ''Affiliate'' shaH mean: (a) any corporation or other entity that a party owns. directly or 
indirectly, atlea~t 50% of the voting :-.hares; ami/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 speciticaHy 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: (i) Microsoft's Xbox 360 or Xbox One consoles, 
(ii) Sony··s Playstation 2, Playstation 3 or Playstation 4 consoles; (iii) Nintendo's Wii or Wii-U consoles: 
(iv) 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'l the Console Audio Products Field shall 
specifically not include any products in the Computer Audio Products Field. 

1.3 <;:_~~~i!~J_l_~JE __ <;:~~~!~:<~!!~~- The terms "Control" or ''Controlled'' metms, 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 ~-~~l!:P_ll_t_~~--:1\':1~!~(~-Y~~J-~ _ _ll_(:_t_~_yi_~l~. 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 future 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 InteHectual 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 authorship, mask work rights, 
moral rights. patents, rights of inventorship, software database rights, trade secret rights, rights of publicity, 
privacy and/or defamation, rights under unfair competition and unfair trade practices laws, and aU 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 Rights other than the Licensed Patents, that are owned or ControHed by Licensor or any of 
its AfTiliates 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 audio field and/or (c) are necessmy or useful for Licensee to 
practice the licenses granted to Licensee hereunder, including methods, processes, techniques, ideas. know-how, 
technical information., 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, softwm·e code (source code ("~-(~_llE~~-_<;:_(~~-(() and object code). manuals and other 
operator or user documentation, mmmfactnring 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 m1d/or (b) m-e 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 in part, renewals or foreign counterparts of the foregoing. 

1.8 h~~~~-~!O'~~J~~P~:(~_\1-~~~~l_t. The term "Licensee Improvement" means any invention or discovery 
(a) developed by or for Licensee (or any sublicensee) and (b) owned or Controlled by Licensee during the Term, 
which constitutes a modification. enhmJcement 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 mw 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'' mem1s (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 "Territmy" shall mean worldwide. 

1.11 Valid Claim. The term ''Valid Claim'' shall mean any claim of (a) any issued and unexpired Licensed 
Patent in the Territory that has not been (i) 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 
invalid or unenforceable through reissue, re-examination or disclaimer or otherwise; or (b) any patent application 
in the Tenitmy that has not been (i) finally cancelled, withdrawn or abandoned without being refiied in another 
application in the applicable jurisdiction or (ii) finally rejected by an administrative agency or govemment 
authority of competent jurisdiction in a decision that is not appealable or that has not been appealed within the 
time allowed for appeaL 

2.1 License. 

ARTICLE2 
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 
Tenitmy. The forgoing license shaH 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 only be used in accordance with Section 4.3. For the avoid<mce of 
doubt, an Affiliate shaH 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 Licen&ed 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 Territmy. The forgoing license shaH include the right for Licensee to make 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 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 
Affiliate. 

2.2 J3:~g~~--~~--§-~~l_i_(;:_~!l-~~· 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 shaH 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 obligatetl for the payment to Licensor of all of its payment obligations hereunder, including the 
payment of any royalties described in ~-<O_<::t_i_t~!l---~-}_ 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 Licen:>or 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 avoidance of 
doubt, Licensee's use of any Licensee Improvement that practices or incorporates any Licensed Patent or 
Licensed 'rechnology 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, conections, 
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 period 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 software 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 include 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 conditim1ed. Upon LiceJJsor'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, distribute 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. or is reasonably 
likely to cause any Source Code to become subject to disclosure or distribution 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 J'vlateriab that are reasonably sufficien! for Licensee to practice 
the licenses granted hereunder. For time to time during the Term, promptly following the development or 
acquisition 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 terms 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 se1vice. Title to the Licensed Technology and 
Materials shall always remain with Licensor, and Licensee shaH not acquire any interest therein except the 
limited 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 shaH utilize 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; p~:(~~-i-~-~~ 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 filing, and (ii) 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 daim(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 w1itten notice of such proposed action or inaction so that 
Licensee has a reasonable opportunity to review and comment. 

2.10 I~_J!~~-g_~J!l_(;~~~--I:'J-~~~ri<:_~t_i~~~--~~~~--g~lf~lE~~J!l~~~~· 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 to 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 infri11gement, and to participate in and be 
represented by independent counsel in such litigation at Licen~ee's own expense. Licensee 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 shaH be 
solely responsible for the costs of such action and may retain all recoveries or awards from such action, provided 
ti1at with respect to any enforcement action by Licensor in ti1e Console Audio Products Fiehl, after 
reimbursement of reasonable litigation cost-; and fees. any remaining recoveries or awards shall be split 50/50 
between the Parties. 

2.11 U.S. Bankruptcy Code. The License granted hereunder is and will be deemed to be, for purposes of 
Section 365(n) of the U.S. Bankruptcy Code, a license of rights to "intellectual property" as defined under 
Section 101 of the U.S. Bank:mptcy 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 
ti1is Agreement shall not be affected by Licensor's rejection of this Agreement in banhuptcy, 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 ti1e 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 bankruptcy proceeding, Licensor hereby agrees to waive the provisions of 
Section 365(c) of the Banlm1ptcy Code and applicable non-bank:mptcy 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, Cali.fomia. 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 shaH 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 manufactured 
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. 

AR1'ICLE 4 
PRODUCT MANUFACTURING, PACKAGING, SALE AND SERVICING 

4.1 Product Manufacturing. 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 p~_f(;_'::~~--_'11:~~-13-~<::<l_!l_~· lf: (a) any regulatory authority issues a request, directive, or order tl1at 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. \Vithout limiting Licensor's indemnity obligations pursuant 
to §_~'::~~~~1~--~:_?, the costs of any recall shall be bome exclusively by Licensee. 

4.2 !:'~~~~~~-'::~ __ I:'Ei_<::i!lg_· Licensee, in its sole discretion, will set the pricing for any and all of the Products. 

4.3 _I,J_:;;_~--~r_TI:<l_~~-~~<l_~!<:~: __ fg::_1,3_~:~-~~-i~~g. Licensee shall not have the right to use the Licensed Marks except in 
connection 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 
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"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 shaH tlse any trade name, trademark, service mark or logo of 
Licensor (collectively, "~_i_(:_~l~:0,~~: __ [\,~_'":1:~") 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 ,.TM, 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 obstmct any Licensor Mark contained on any Product and 
related packaging and promotional materials. Licensor shall have approval rights over the form of any product 
packaging, advertisements, newsletters, promotional mate1ials, selling aids, websites or other materials used or 
proposed to be used 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 shaH 
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 <::=.':'.~~~J-~~~~--§-~~_\1_~(:_~· Licensee shaH 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. 

ARTICLES 
FINANCIAL ARRANG-EMENTS 

5.l_~~y1l_l_~i-~~- 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 shaH pay 
Licensor, with respect to sublicenses granted hereunder, 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 §_~~~~~~1~ __ ?:.'±· 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 bonafide 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 (ii) directly to consumers. via any means, manner or 
medium, Licensee's regular. fulL "top-of-the-line'' in-territory delivered retail price at which Product is ;;,old, 
provided in each case (i) and (ii), less the following deductions to rhe extent included in the gross invoiced sales 
price for such Product or otherwise directly paid. incurred, allowed, accrued or specifically allocated by Licensee 
with respect to the sale of such Product: (i) discounts. including trade, quantity or cash discounts, credits, 
adjustments or allowances, including those granted on account of price adjustments, billing errors. rejected 
goods, retumed goods or damaged goods, which discounts are applied on a basis consistent with the selling 
Party's practices, (ii) shipping costs, sales and excise taxes, other consumption taxes, or other governmental 
charges, (iii) 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 incuned in 
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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 se11 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 shaH be paid without offset or deduction, free and clem· 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 shaH 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 trm1sfer of immediately available funds in U.S. 
Do11ars 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 detennination of 
the amount of the Royalties during the applicable reporting period. Such statements shall specify: the gross sales 
(if available) and Net Sales in each country's currency; the applicable royalty rate; the royalties payable in each 
country's cmTency, 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 shaH 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 ptlblication of national circulation in the United States as the 
Parties reasonably agree. 

5.1.3 ~I_i~~i_l!l_ll_l!l· To maintain its exclusive license hereunder, 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 
'·~!~~l_i_~~':l~l!: __ T3:~J_;r:~!~f'). In the event Licensee has not paid at least two million U.S. dollars ($2/JOO,OOO) in 
Royalties by the fourth anniversary of the Effective Date and ir does not appear in Licensor's reasonable 
judgment likely based on a reasonable projection of Licensee's sales that Licensee will pay the fu11 amount of the 
Minimum Royalty due to Licensor before the end of the fifth (5th) 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 
Technology and Materiah under Section 2.1.1 shaH become non-exclusive until the termination or expiration of 
the Agreement, p~~~'v'i~l-~~· ~~l_l,\'_~'v'<=:~:- Licensee shall have the option to pay the difference between the Royalties 
actually paid to Licensor as of such date and the Minimum Royalty within 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 ~~_(:_t_i~~~--~-:.!_:_~_ through the end of the fifth (5'11) year of the Agreement. At the end of each successive year of 
the Agreement, 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 
($1 ,000,000) in Royalties in the prior year 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 Minimum 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 ~.<::'::_t_i_(2~--~-:_l_J loa non--exclusive license is Licensor's sole remedy in lhe event that Licensee ha~ 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 Tenn. 

5.2_~_<l_t_t; __ f~YJ!l":~l_t_~_: Any amount not timely paid shall bear interest at the rate of 1.5% per month (or such 
lesser amount as may be the maximum 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 bave the right request an audit of the books and records that fonn 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 mutually 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., whetl1er 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 such audit determination. lf 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. 

ARTICLEti 
CONFIDENTIALITY 

6.1 Confidential Information. For purposes of this Agreement, "Confidential Information" means any and 
aU 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 not in writing) as Confidential Information, or is 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, tlow 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. trademarkable 
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 (actual or 
potential) from not being generally known to the public or persons unaffiliated with the Disclosing Party and 
which is subject of efforts 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 Materiab. 

6,2 Nondisclosure. During the term of this Agreement and iliereafter, a Receiving Party, its managers, 
officers, agents, employees and Affiliates shaH 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 (c) 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 oilier measure to limit or 
prevent the disclosure of its Confidential Information. Any such disclosure shall be limited to such portions of 
the Confidentiallnfom1ation that the Party's legal counsel advises is required under the applicable law, subpoena 
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or order or process. Further, either Party may make such a disclosure to the extent required by securities law& 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. ln 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 tJ1e other Party with respect to the wording and timing of any such disclosure. 

6.3 !::_i~l]:i_t_<.~_t_i_(~~-~--~J~~--1}~_(; __ ~~~--13-i_gb_t_~· A Party may directly and indirectly use the Confidential Information of 
ti1e 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 right&, except those provided in this Agreement, and the Receiving Party shaH 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 witi1 the utmost care and highest good faiti1, 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 Confidentiallnformation and of the existence and 
importance of this Agreement, and shall use its best efforts to ensure that each of its employees who are given 
access to Confidential Information will protect its secrecy. 

6.5 g~~':'~!l .. ~L-~_l}__~(~~~X~~~~!~i_<.~_l ___ I_~E(~~-~~;_a_~i-~~~· Upon termination or expiration of this Agreement under any of 
ti1e provisions hereof, each Party shall immediately cease any and all use of ti1e other Party's Confidential 
Information or information derived from such Confidential Information, and any tangible records or 
rnemorializations of such Confidential Information shall ti1ereupon be retumed to the Disclosing Party or, if so 
requested in writing by the Disclosing Party, be destroyed by the Receiving Party. Each Party agrees to make a 
thorough search of its business premises and to use commercially reasonable effmts to contact all its agents, 
employees, or independent contractors, past, present, or future, who had any access to 'my Confidential 
Information of the Disclosing Party to assure its retum to tile 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 lhe same and ;,hall assist the Disdo;,ing Party in ils recovery. 

6.6 ~~~j_l!~~<::~iy:~ __ g~l_i_~f. Each Party understands and acknowledges that the Confidential Infonnation, as well 
as customer, employee and consultant relationships of the oti1er Party. have been developed or obtained by such 
Party by the investment of significant time, effort and expense and provide such Party with a significant 
competitive advantage in its business. lf a Party fails to comply with any obligations set forth in this Article 6, 
ti1e 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 
of notice or a bond to enforce this ~-~<::~i_t~~~--~' in addition to any other remedies at law or in equity. 

ARTICLE 7 
WARRANTIES, REI'RESENTA TIONS, AND COVENANTS 

7.1 ~~~-~':'_(1}__13_~p~_(;_~~~~~,~~i-~~~-~- Each Party represents and warrants to the other Party as follows: (a) it is not a 
party to any restrictions, agreements or understandings which would prevent or make unlawf\11 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 default 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 aH of its respective obligations hereunder and to transfer 
and grant the rights transfened and granted herein; and (d) the persons executing this Agreement on behalf of 
such party have the authority from their respective goveming 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 \Varranties. 

7.2.1 Licensor represents and wanants 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 (c) no third party has been granted any rights under the Licensed Patents or Licensed Technology and 
Materials in the Console Audio Products Field. 

7.2.2 Except as specifically set forth in this ~~<:_t_i_c~!! _ _?, 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, including any warranty of design, any implied wananty of merchantability or fitness for a particular 
purpose (or safety for use) or any wananty 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 b_i<:_t;~~~-~~·_:;;_ __ ~~~'v'_(;~~~~~-~· 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 bt1siness 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 mate1ial breach of this Agreement and entitle Licensor to terminate this Agreement, in 
aduition to other remeuies. 

ARTICLES 
ALLOCATION OF RISKS 

8.1 Licensee's Indenmity. Licensee hereby indemnifies, defends and holds harmless Licensor, its directors, 
officers, employees, representatives, consultants, Affiliates, successors. assigns and agents (each a "Licensor 
!~1-~~~JYl~!~~··) against all damages, claims, liabilities, losses and other expenses. including reasonable attomeys' 
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 injmy, 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 
operation of its business; and/or (e) Licensee's fraudulent acts or willful misconduct, ~~_(:_(;_p~ that in each case 
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 (ii) 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 cunent, 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 instmctions 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 
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. 

8.2 !::_i~-~~~~-(~~-:-~J-~~-(0_~~-i_ty. Licensor hereby indemnifies and holds harmless Licensee, its directors, officers, 
employees, representatives, consultants, Affiliates. successors. assigns and agents (each a "Licensee 
Indemnitee'') 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 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 fraudulent acts or willful misconduct, or (c) 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 lnte11ectual Property Rights of any person 
or entity. In the defense or settlement of a Claim relative 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 such 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 dainJ arises from (A) the use of any version of the 
Licensed ·rechnology and Materials other than a cunent, 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 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 l'viaterials 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 
would have been avoided in the ab;,ence of such combination, operation or use; or (D) !he use of the Licensed 
Patents or Licensed Technology and Materials in breach of this Agreen1ent. The foregoing and Sections 2.9, 2.10 
~~-~--L? state the entire obligation of Licensor with respect to the infringement of intellectual property 1ights. 

8.3 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 pateJJt infringement claims arising under non-U.S. law, then Licensor's liability under 
~-~<::~i-~~~--~:_?(d) for such Clairn(s) shall in no event exceed an amount equal to the greater of (a) one million U.S, 
dollars ($1,000,000) and (b) the total Royalties paid by Licen;;,ee to Licensor hereunder. To the extent that any 
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 ~~<::ti~I1S8.1(a).J~2cllJ~2 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 (ii) the total Royalties paid by Licensee to Licensor hereunder. 

8.3.2 Licensor's liability for indemnification obligations under Section 8.2(c) shall in no event exceed 
an amount equal to the total Royalties paid by Licensee to Licensor hereunder. 
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8.4 ~~~~-(;-~~~in_(;:_~~i_(~~---~~:(~~:~:A~~-(;-~· In the event a Party is entitled to indemnification under this A~~i~:!~-~ (the 
"Indemnified Party''), written notice thereof shall be given to the Party that is obliged to give the indemnification 
(the "Indemnifying Party") as soon as reasonably possible. If, after such notice, the Indemnifying Party 
acknowledges without reservation that ~-~'::~i-~~l ___ ~:_L_~~: __ ~:_?, 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 Indenmified 
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 Indemnifying 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 therefrmn: provided, however, that the 
Indemnified Party may, at its own cost and expense, participate, through its attomeys or otherwise, in such 
investigation, 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 Indemnified Party and does not place any 
restrictions or monetary obligations upon the Indenmified Party. If after investigation of the facts known at the 
time. the Indemnifying Pmty disputes its obligatim1 to indemnify the Indemnified Party: (a) the Parties shaH 
cooperate 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 Indenmifying Party's obligation to 
indemnify shaH 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 bome by 
the Indemnified Party, and if the matter is finally resolved in favor of the Indenmified Party, all such defense 
costs shall be borne by the indemnifying Party. 

8.5.1 EXCEPT FOR A BREACH OF THE C:ON'FIDENTIALITY OBLIGATIONS HEREUNDER. OR 
FOR WILLFUL MISCONDUCT OR FRAUD, AND WITHOUT LIMITING A PARTY'S INDEMNITY 
OBLIGATIONS. NEITHER PARrY SHALL BE LIABLE FOR ANY INDIRECT, SPECIAL, INCIDEN'IAL, 
PUNlTl Y E, CONSEQUENTlAL OR EXEMPLARY DAMAGES, WHETHER FORESEEABLE OR NOT, 
THAT ARE IN ANYWAY 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 indemnity obligations, confidentiality obligations, or obligations to pay Royalties, or a 
Party's willful misconduct, or fraud. a Party's maximum aggregate liability under this Agreement for any and an 
claims and causes what~oever. regardless 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. 'Ihe 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 
Tedmology aml Materials and this Agreement in exces!'> of !'>aid maximum limitation 

8.6 ~~-~_llE<:t~_<:-~· 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. 

ARTICLE9 
RESTRICTIVE COVENANTS 

9.1 §_~~I'!~~;r:~~-~· During the Term of this Agreement and, for a period of two (2) years after tennination 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 

1 0.1.1 'T'he initial term of this Agreement shaH be ten (1 0) 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 ""!:~~-~~''). 

10.2 Termination. 

10.2. I 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 ~-~--!::i~:~~~~-(0-~- This Agreement may be terminated at any time by Licensee upon written notice to 
Licensor. 

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 shaH return to Licensor or destroy an Licensor 
Confidentiallnformation, the Licensed ·rechnology 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 
Tedmology 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 agreement. 

10.3.2 Termination or expiration of this Agreement wi11 not terminate any obligations listed in this 
Agreement that are innmed 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 accming prior to termination or 
expiration and during any sell-off period pursuant to Section 1 0.3.3), 6, 7, 8, 9 and 1 I shall survive expiration or 
tennination 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 termination or expiration. Subject to the foregoing. Licensor shall have the right, but not the 
obligation, to purchase all inventory offinished 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 shaH be cumulative and in addition to 
aH of the rights and remedies available to each Party at law, equity or otherwise. 
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ARTICLE 11 
GENERAL PROVISIONS 

I 1.1. I The definitions of the terms herei11 shall apply equally to the singular and plural forms of the 
tenns defined. Neutral pronouns and any variations thereof shaH be deemed to include the feminine and 
masculine and aU 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'' shaH 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 requixed 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 correlative to the meaning specified herein. 

1 1.1.2 Unless the context require~ otherwise: (a) any definition of or reference to any agreement, 
instrument or other document herein shall be construed as refening 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 constmed as referring to such laws as from time to time enacted, repealed or amended, (c) any reference 
herein to any person shaH 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 its 
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 Articles, Sections or Schedules 
of this Agreement. 

11.2 <;:-~-~~~· Each party shall pay its own respective fees and expenses incuned 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, accountants, brokers or finders, 
consultants or other representatives for the services used, hired or connected with ihe transactions contemplared 
hereby. 

11.3 !:'l:l_~!~~:;i~~· Licensor and Licensee shall not iswe 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 a1mouncements required by applicable law as long as the party making the disclosure 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 authority to 
bind the other Party in any way. 

11.5 q~J-~~~~~~_g_ __ !:<l_~· 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 mles. 

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 is 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 6:t:~_i_~:<":~i_(~~J_yf_p_~~Pl!_t_t;_~· In the event of any dispute between, any claim or con a·overs y 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 ("!_:1\l'l/l_§_'') before a tlu-ee person 
arbitration panel in Los Angeles County, California. in accordance with the JAMS expedited mles and 
procedures in effect at the time of such claim, which shall specifica11y include the right to discovery and the rules 
of evidence set forth in the California Evidence Code. Each Party shaH 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 Jnay 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 tl1is 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 tl1e 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, mch consent not to be unreasonably withheld, conditioned 
or delayed; I'~-(~~-i-~-~~ that Licensee may assign this Agreement or any of its rights or obligations hereunder 
without prior wlitten consent to a third par·ty 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 tlult does not involve any third party (whether such transaction is 
effected through one or a series of trar1sactions). 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 Re;,trictions. The Parties acknowledge that !he Products may be subject to export control;, 
under the U.S. Export Administration Regulations. Licensor and Licensee shall (a) comply strictly with ali legal 
requirements established under these regulations, (b) cooperate fully with the each other in ar1y official or 
unofficial audit or inspection that relates to these controls and (c) 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 shaH 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 l 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 011 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, retum receipt requested. Each Party is required 
to notify the other Party in the above manner of any change of address. 

11.13 ~-~~~-~~~~~]~i't~!-~~~:<l_~~-i_l~~!~· 'll1is 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 instrument. Each Party 
shall send originals to the other Party f(,Jlowing 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. 

1 L 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. 

1 L 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 mle or construction that a document is to be constmed 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 A1ticles 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 WHEREOF, the Parties have executed this License Agreement as of the Effective Date. 

LICENSOR: 

PSC LICENSING CORP. 

BY: 

Name: James Barnes 
Title: President 

Confidential, Produced Pursuant to 12/2013 Protective Order 

UCENSEE: 

VTB HOLDINGS, INC. 

By : ·-----------------------------------------------------------------------------------------------------------------------------------------------· 
N mn e: ·------------------------------------------------------------------------------------------------------------------------------
Title: _______________ _ 
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• CRAIG-HALLUM 

August 2, 2013 

Personal and Confidential 

Board of Directors 
Parametric Sound Corporation 
13771 Danielson St, Suite I 
Poway, CA 92064 

ANNEXB 
CRAIG-HALLUM FAIRNESS OPINION 

Members of the Board of Directors: 

You have requested our opinion as to the fairness, from a financial point of view, to Parametric Sound 
Corporation (the "Company") of the Per Share Exchange Ratio (as defined in the Agreement, defined below) set 
forth in the Agreement and Plan of Merger (the "Agreement"), to be entered into among the Company, Paris 
Acquisition Corp. (the "Merger Sub"), a wholly owned subsidiary of the Company, and VTB Holdings, Inc., a 
Delaware corporation ("VTB"). The Agreement provides for the merger (the "Merger") of the Merger Sub with 
and into VTB pursuant to which, among other things, each share of common stock and Series A Preferred Stock 
of VTB, will be converted into common stock of the Company based on the Per Share Exchange Ratio. The 
terms and conditions of the Merger are more fully set forth in the Agreement. Capitalized terms not otherwise 
defined will have the same meaning as in the Agreement. 

We, as a customary part of our investment banking business, engage in the valuation of businesses and their 
securities in connection with mergers and acquisitions, underwriting and secondary distributions of securities, 
private placements and valuations for estate, corporate and other purposes. We have been engaged by the 
Company to render an opinion to its Board of Directors and we will receive a fee from the Company for 
rendering this opinion. This opinion fee is not contingent upon the consummation of the Merger or the 
conclusions reached in our opinion. Further the Company has agreed to reimburse our expenses and indemnify us 
against certain liabilities that may arise in relation to our engagement. We have not been requested to, and did 
not, (i) participate in negotiations with respect to the Agreement, (ii) solicit any expressions of interest from any 
other parties with respect to any business combination with the Company or any other alternative transaction or 
(iii) advise the Board of Directors or any other party with respect to alternatives to the Merger. In addition, we 
were not requested to and did not provide advice regarding the structure, the Per Share Exchange Ratio, any other 
aspect of the Merger, or to provide services other than the delivery of this opinion. We have not otherwise acted 
as financial advisor to any party to the Merger. 

In the ordinary course of our business, we and our affiliates may actively trade securities of the Company for our 
own account or the account of our customers and, accordingly, we may at any time hold a long or short position 
in such securities. We have not received compensation in the past two years from the Company or VTB , but we 
may seek to be engaged for compensation in the future to perform investment banking services for the Company 
orVTB. 

In connection with our review of the Merger, and in arriving at our opinion, we have: (i) reviewed the financial 
terms of the draft of the Agreement dated August 2, 2013; (ii) reviewed certain business, financial and other 
information and data with respect to the Company and VTB publicly available or made available to us from 
internal recmds of the Company and VTB, respectively; (iii) reviewed certain internal financial projections for 
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the Company and VTB on a stand--alone basis prepared for financial planning purposes and fumished to us by 
management of the Company and VTB, respectively, 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 VTR 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 perfmmance of the Company and VTB with that of 
ce11ain other publicly traded companies deemed by us to be comparable to the Company and VTB. respectively; 
(viii) reviewed the financial terms, to the extent publicly available, of certain comparable merger transactions; 
and (ix) performed a discounted cash t1ows 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 otller 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 us 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 information provided to us incomplete or misleading. We have assumed that there have been no 
material changes in either the Company's or VTB · s assets, financial condition, results of operations, busiJJess or 
prospects since the date of the last financial statements made available to us. Without limiting the generality of 
tl1e foregoing, for the purpose of this opinion, we have assumed tl1at 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 currently 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 counsel and the independent 
accountants to the Company 'md 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 tl1e Company. VTB and the 
Agreement 

\Ve have assumed thai the final form of the Agreement will be substantially similar to the draft, Jated August 1, 

2013, reviewed by us, vvithout modification of material tenns or conditions. \Ve have assumed that the 
representations and warranties contained in the Agreement are tme and cmTect, that each party will perform aH of 
tl1e covenants and agreements required to be performed by it under the Agreement, and that the Merger will be 
consummated pursuant to the tenns of the Agreement without amendments thereto and without vvaiver by any 
party of any conditions or obligations thereunder. In aniving at our opinion, we have assumed that all the 
necessmy regulatory approvals and consents required for tl1e 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 VTB or conceming 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 VTB. \Ve express no opinion regarding the 
liquidation value of any entity. The analyses we performed in connection with this opinion were going concem 
analyses of an entity. \Ve 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 perfmmed no such analyses. 
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We have undertaken no independent analysis of any pending or threatened litigation, govemmental 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 conceming and therefore does not consider, the possible assertion of claims, 
outcomes, damages or recoveries arising out of any such matters. No company or tTansaction 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, VTB 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 hereof; events occuning 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 occuning after the date hereof and do not have any 
obligation to update, revise or reaffirm this opinion. 

This opinion is fumished 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 
intended 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 Fairness 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 
solvency 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 patty or the efTect of any other transaction in which 
the Company or any other party might engage. We express no opinion as to the amount, nature or fairness 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 Shate Exchange Ratio is fair, from a financial point of view, to the 
Company. 

Sincerely, 

Craig-Hallmn Capital Group, LLC 
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ANNEX C 

VOTE BY INTERNET - www.proxyvote.com 

PARA;~OUND~ 

Use the Internet to transmit yom voting instructions and for electronic delivery 
of information up untilll :59 P.M. Eastern Time the day before the cut-off date 
or meeting date. Have your proxy card in hand when you access the web site and 
follow Lhe inslruclions to obtain your J-eL·orJ~ and lo create an electrunic voting 

instruction form. ~·CORPORATION 

PA.RA.lvlETRIC SOUND CORP ELECTRONiC BELl VERY OF' I''UI'VRE PROXY MATERIALS 

13771 DANIELSON STREET, STE. L 
POWAY, C4 92064 

lf you would like lo reduce the costs incurred by our company in mailing proxy 
materials, you can consent to receiving all future proxy statements, proxy cards 
and annual reports electronically via e-mail or the Internet. To sign up for 
electronic deliYery, please follow the instructions above to vote using the 
lnternet and, when prompted, indicate that you agree to receive or access proxy 
materials electronically in future years. 

VOTE BY PHONE- 1-800-690-6903 

Use any touch-tone telephone to transmit your voting instructions up until 11 :59 
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. 

VOTEHY MAlL 
Mark, sign and date your proxy card and return it in the postage-paid envelope 
we have provided or return it to Vole Processing, c/o Broadridge, 51 Mercedes 
Way, Edgewood, NY 11717. 

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS: 
KEEP TH!S PORTION FOR YOUR RECORDS 

DETACH AND RETURN THIS PORTION ONLY 
THIS PROXY CARD IS VALin ONLY WHEN SIGJ'.<'ED AND DATED. 

THE HOARD (W DiRECTORS UNANIMOUSLY 
RECOMMENDS A VOTE ''.FOR'' PROPOSALS 1, 2, 3, 4 AND 5, F'or Against Abstain 

l To approve the issuance of common stock, par valne $0JJ01 per share, of Parametric Sound Corporation (Parametric) D 
in connection with lhe merger contemplated by the Agreement and Plan of Merger dated as of AugustS, 2013, among 
Parametric, VTB Holdings, lnc., a Delaware corporation, and Paris Acquisition Corp., a Delaware corporation, and the 
corresponding change ·.)f control of Parametric (the merger proposal). 

2 To approve, on an advisory (non-binding) basis, specified compensation that may become payable to the named 
executive officers of Parametric in connection v,1itb the merger. 

3 To approve the adjournment of the special meeting to a later date. if necessm·y or appropriate, to solicit additional 
proxies if there are insufficient votes at the time of the special meeting to approve the merger proposal. 

4 To approve the Parametric Sonnd Corporation 2013 Stock-Based incentive Compensation Plan. 

5 To approve the Parametric Sound Corporation Annnallncentive Bonus Plan. 

NOTE: In tl1eir discretion, the Proxies are autl10rized to consider and transact such other business as may properly come before 
the spedal m_eeting or any adjourmnent thereof. The uodersigned revokes any prior proxies to vote the shares covered by this 
proxy. PROPERLY EXECUTED PROXIES WJLL BE VOTED IN TIIE MANNER DlRECTED HEREIN BY THE 
U:NlJERSlGNED.lF NO SUCH DIRECTIONS ARE GIVEN, SlJCH PROXIES WILL BE VOTED "FOR" PROPOSALS 1, 
2,3,4AND 50 

Please sign exactly as your name(s) appear(s) hereon. When signing as attorney, executor, administrator, or other fiduciary, 
please give full title as such. Joint owners should each sign personally. All holders must sign. If a corporation or 
pannership, please sign in full. corporate or partnership name, by authorized officer. 

Signature [PLEASE SIGN WITHIN BOX] Date Signature (Joint Owners) 
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Important Notice Regarding the Availability of ['roxy IVlaterials for the Special Meeting: The Notice & Pwxy Statement is/are 

available at ~'~""~'I_J'E<)~l_l'~!~.:~~~-~-

PARAMETRIC SOUND CORPORATION 
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF 

DIRECTORS OF PARAMETRIC SOUND CORPORATION 

PARAMETRIC SOUND CORPORATION (THE "COMPANY") 

FOR USE AT THE SPECIAL MEEilNG OF STOCKHOLDERS OF THE COMPANY 

TO BE HELD AT HAMPTON INN & SUITES, 14068 STOWE DRIVE, POWAY, CA 92064, 
1 :00 PM PACIFIC 'IIME, ON DECEMBER 27, 20 13 

The undersigned hereby appoints James A. Barnes and Kenneth F. Potaslmer. and each of them, as the tme and lavvful 
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 
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ANNEX D 

VTI3 Holdings, lnc. 

Index to Consolidated Financial Statements 

Nine Months Ended September 28, 2013 and September 29, 2012 and theY ears Ended December 31, 2012, 
2011 and 2010 

Page 

Reports of Independent Registered Public Accounting Firms . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . D-2 
Consolidated Financial Statements: 

Consolidated Balance Sheets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . D--4 
Consolidated Statements of Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . D-5 
Consolidated Statements of Comprehensive (Loss) Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . D-6 
Consolidated Statements of Convertible Prefened Stock and of Stockholders· (Deficit) Equity . . . . . . D--7 
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REPORI' Oli' INDEPENDENT RI~GISTERED PUBLIC ACCOUNTING Ji'IRM 

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 misstatement. The Company is not required to have. nor 
were we engaged to pe1form, an audit of its internal control over financial reporting. Our audit included 
consideration of internal control over financial reporting a~ 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 
op1mon. 

ln our opinion, the consolidated financial statements refened to above present fairly, in aH material respects, the 
financial position of VTB Holdings, Inc. as of December 31, 2012, and the results of its operations and its cash 
t1ows for the year then ended, in conformity with accounting principles generally accepted in the United States of 
America. 

Is! FREED MAXICK CP As, P.C. 
Buffalo. New York 
November 4, 2013 
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Report of Independent Rcgistet·ed 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. lnc. as of December 3 L 20 11 
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, 201 L 
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 intemal 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 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 wen as evaluating 
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our 
opm1on. 

ln our opinion. the consolidated financial statements refened to above present fairly. 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 principle~ 
generally accepted in the United States of America. 

As discussed in Note 3, certain restatements have been made to the previously issued consolidated financial 
statements for the year ended December 31, 20 I 0. 

Is/ BDO USA, LLP 
New York, New York 
November 4, 2013 
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V'l'B HOUHNGS, INC. 

Consolidated Balance Sheets 
(In thousands, except share and per share data) 

ASSETS 
CURRENT ASSETS: 

Cash and cash equivalents ................................ . 
Accounts receivable, net of allowances of $3JJ33, $14.404 and 

$10,934 as of September 28, 2013 (unaudited) and December 31, 
2012 and 2011 ........................................ . 

Inventories. net ......................................... . 
Defened tax assets ...................................... . 
Prepaid expenses and other current assets .................... . 

Total cunent assets .................................. . 
Property and equipment, net ................................... . 
Deferred tax assets, long term portion ........................... . 
Intangible assets, net ......................................... . 
Other assets. net ............................................ . 

TOTlv~ ASSETS ........................................... . 

UABIUTIES, CONVEIU'mLE PRRFI~RRED STOCK AND 
STOCKHOLDERS' DEFICIT 

ClJRRENT LIABILITIES: 
Revolving line of credit .................................. . 
Term loan, current portion ................................ . 
Accounts payable ....................................... . 
Accrued liabilities ....................................... . 
Due to shareholders, current portion ........................ . 
Income taxes payable .................................... . 
Other cunent liabilities ................................... . 

Total current liabilities ............................... . 
Term loan, long-term portion .................................. . 
Due to shareholders, long--term portion .......................... . 
Series B redeemable prefened stock ............................ . 
Income tax payable, long term portion ........................... . 
Deferred tax liabilities ....................................... . 
Subordinated loan ........................................... . 

TOTAL LIABILITIES ....................................... . 

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 
2011 ............................................... . 

STOCKHOLDERS' DEFICIT: 
Common stock, SOJH par value lOO,OOO.OOO shares authorized; 

35,282,286 shares issued and outstanding as of September 28, 
2013 (unaudited). December 31, 2012 and 2011 ............. . 

Additional paid-in capital ................................. . 
Retained earnings ....................................... . 
Accumulated other comprehensive loss ...................... . 

TOTAl STOCKHOLDERS' DEFICIT .......................... . 

TOTAL LIABILITIES. CONVERTIBLE PREFERRED STOCK AND 
STOCKHOLDERS' DEFICIT ............................... . 

As of September 28, As of December 31, 

2013 2012 2011 

(Unaudited) 

$ 5,062 $ 5,219 $ 15,942 

32,810 65,586 48,994 
62,270 40.706 30,480 

8,148 4.452 2,672 
6,897 3.130 1,59! 

115.187 119,093 99,679 
6.798 5,732 L680 
3,794 2,266 3.197 
4,243 4,955 
2,025 2,149 609 

$132,047 $134,195 $105,165 
-------------------------- -------------------------- -------------------------

s 30,186 s 33,000 s 12,000 
18,750 15.000 16,200 
50,480 24.190 19,886 

9,545 12.496 9,588 
3,125 3.125 3,125 

8.106 9,207 
878 470 60 

112,964 96,387 70.066 
5,000 2(),250 9.000 

3, l25 6,250 
13,448 12,703 13,648 

1,934 1,933 1,385 
1,174 1,174 536 

10,000 
-------------------------- -------------------------- -------------------------

144,520 141.572 100,885 

24,345 24,345 24,345 

353 353 353 
(55.015) (56,934) (57.919) 
17,894 24,938 37.501 

(50) (79) 

(36,818) (31,722) (20,065) 

$132,047 $134.195 $105,165 

The accompanying notes are an integral part of these consolidated financial statements. 
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V'l'H HOUHNGS, INC. 

Consolidated Statements of Operations 
(In thousands, except per share data) 

Net revenue ........................... . 
Cost of revenue ........................ . 

Gross profit ............... . 

Operating expenses: 
Selling and marketing ........... . 
Product development ............ . 
General and administrative ....... . 
Business transaction ............. . 

Total operating expenses ..... . 

Operating (loss) income .................. . 

Other expense (income), net: 
Interest expense, net ............. . 
Other expense. net .............. . 
Gain on bargain purchase from 

acquisition .................. . 

Total other expense, net ...... . 

(Loss) income before (benefit) provision for 
incOJne taxes ......................... . 

(Benefit) provision for income taxes ........ . 

Net (loss) income ....................... . 

Net (loss) income attributable to common 
stockholders: 

Basic ............................. . 

Diluted ........................... . 

Net (loss) income per share attributable to 
common stockholders: 

Basic ............................. . 

Diluted ........................... . 

Weighted--average shares used in computing net 
(loss) income per share attributable to 
common stockholders: 

Basic ............................. . 

Diluted ........................... . 

Nine Months Ended Years Ended December 31, 

September 28, September 29, 20to 
2013 2012 2012 2011 As Restated 

(Unaudited) 

$ 92,352 
68,759 

23.593 

21,783 
3,239 
5,678 
2,287 

32,987 
·------------------------· 

(9.394) 

4,580 
256 

4.836 
·------------------------· 

(14,230) 
(7,186) 

$ (7,044) 

$ (7.044) 

$ (7,044) 

$ (0.20) 

$ (0.20) 

35,282 

35,282 

$ 97,099 $207.136 $166.121 $ 91.870 
62,890 132,795 96,536 50,556 

34.209 74,341 69,585 41,314 

12,193 22,837 13,009 5,641 
1,538 2,099 1,839 825 
3,359 6.153 7.094 2.128 

342 9,375 14,433 

17,090 31,431 31,317 23,027 
------------------------- -------------------------- -------------------------- -------------------------

17.119 42,910 38,268 18,287 

2,873 4,738 2,932 581 
7 

(2,303) 

2.873 2,442 2,932 581 
------------------------- -------------------------- -------------------------- -------------------------

14,246 40,468 35,336 17,706 
4,957 14,008 13,782 7,584 

$ 9,289 $ 26,460 $ 21,554 $ 10,122 

$(13.338) $ 1,611 $ 8,855 $ 9,339 

$(13,338) $ 1.611 $ 8.855 $ 9.339 

$ (0.38) $ 0.05 $ 0.26 $ 0.07 

$ (0.38) $ 0.04 $ 0.25 $ 0.07 

35,282 35,282 

35,282 36,265 

33,952 

34,924 

127,356 

127,356 

The accompanying notes are an integral part of these consolidated financial statements. 
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V'l'H HOUHNGS, INC. 

Consolidated Statements of Comprehensive (Loss) Income 
(In thousands) 

Net (loss) income ......................... . 

Other comprehensive gain (loss), net of tax: 
Foreign currency translation adjustments ... 

Other comprehensive gain (loss), net of 
tax ........................... . 

Comprehensive (loss) income ............... . 

Nine Monihs Ended 

September 28, September 29, 
2013 2012 

(Unaudited) 

$(7.044) $9,289 

29 

29 

$(7.015) $9,289 

Years Ended December 31, 

20to 
21ll2 20H As Restated 

$26,460 $21.554 $10,122 

(79) 

(79) 

$26,381 $21.554 $10,122 

The accompanving notes are an integral part of these consolidated financial statements. 
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VTR HOLDINGS, INC. 

Consolidated Statements of Convertible Prefet-red Stock and of Stockholders' (Deficit) Equity 
(In thousands, except share data) 

Series A Convertible 
Preferred Stock Common Stock 

Additional 
Paid-In Retained 

Shares Amount Shares Amount Capital Earnings ---
Balance ···· December 3 1, 2009 ...................... $ 153,993,675 $ 1,540 $ 309 $ 5.825 

Net income As Restated ....................... l0,122 
Cancellation of common stock .................. (153,993,675) (1,540) 1,540 
1ssuance of common stock ..................... 32,459,434 325 (325) 
Jssuance of Series A convntible prefened stock . . . . 48,689,555 24.345 
Issuance of Serie:> B redeemable preferred stock 

(liability) ................................. ( 12,425) 
Distributions to former shareholders related to 

recapitalization ............................ (48,866) 
Purchase price adjustment ..................... (1,145) 

Balance··· December 31,2010 As Restated ............ 48,689,555 24,345 32,459,434 325 (60,912) 15.947 
Net income ................................. 21,554 
Restricted stock grant ......................... 2,822,852 28 (28) 
Purchase price adjustment to prior shareholders .... (728) 
Stock-based compensation ..................... 3,749 

---
Balance-- December31, 2011 ...................... 48,689,555 24,345 35,282,286 353 (57,919) 37,501 

Net iHco1ne ................................. 26,460 
Other comprehensive loss, net of tax ............. 
Stock-based compensation ..................... 985 
Cash dividends .............................. (39,023) 

Balance···· December 31, 2012 . . . . . . . . . . . . . . . . . . . . . . 48,689,555 24,345 35,282,286 353 (56,934) 24.938 
Net loss (unaudited) .......................... (7,044) 
Other comprehensive gain. net of tax (unaudited) ... 
Stock-based compensation (unaudited) ........... 1,919 

Balance···· September 28, 20 t3 (unaudited) ............ 48,689,555 $24,345 35,282,286 $ 353 $(55,015) $ 17,894 

The accompanying notes are an integral part of these consolidated j!nancia! statements. 

Accumulated Tobal 
Other Stocliholders' 

Comprehensive (l)eticit) 
Loss Equity 

$······· $ . 7,674 
10,122 

(l2,425) 

(48.866) 
(1,145) 

(44,640) 
2l,554 

(728) 
3,749 

--
(20,065) 
26,460 

(79) (79) 
985 

(39,023) 

(79) (31,722) 
(7,044) 

29 29 
1,9t9 

$(50) $(36,8t8) 



V'l'H HOUHNGS, INC. 

Consolidated Statements of Cash Flows 
(In thousands) 

Nine Months Ended 

September 28, September 29, 

Ye;ars Ended December 31, 

2010 

2013 2012 2012 
As 

2011 Restated 

(Unaudited) 
CASH FLOWS FROM OPERATING ACTIVITIES: 

Net (loss) lrtcome .......................................... . 
Adjustments to reconcile net (loss) income to net cash provided by 

(used in) operating activities: 
Depreciation and amortization of property and equipment ...... . 
Amortization of intangible assets . . . . . . . . . . . . . . . . . ........ . 
Amortization of debt financing costs ....................... . 
Stock-based compensation . . . . . . . . . . . . . . . . . . . . . . ........ . 
Accrued interest on Series B redeemable preferred stock ....... . 
Gain on bargain purchase from acquisition . . . . . . ........ . 
Deferred inco1ne taxes 
Sales returns reserve ...................... . 
Provision for (reversal of) doubtful accounts. . . . . ........ . 
I~·ovision for obsolete inventl'ry . . . . . . . . . . . . . . ......... . 
(Gain) loss on disposal of property and equipment ............ . 
Changes in operating assets and liabilities, net of effect of 

acquisition: 
Accounts receivable, net ............................ . 
Jnvent()fies ....................................... . 
Accounts payable .................................. . 
Accrued liabilities ................................. . 
Due to shareholders ................................ . 
Prepaid expenses a.nd other current assets ............... . 
lncome taxes payabl.e ............................... . 
Other liabililie' .................................... . 

Net cash provided by (used in) operating activities ..... 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchase of property and equipment . . . . . . . . . . . . . . . . . . ........ . 
Acquisition of business, net of cash acquired .................... . 

Net cash used in investi og activities 

CASH FLOWS HWM FlNANCINU ACTlVlTlJJS: 
Borrowings on revolving line of credit ......................... . 
Bon·o,.vlngs on tern1 Joan .................................... . 
Repayment of revolving line of credit .......................... . 
Repayment of term loan ..................................... . 
Debt financing costs ........................................ . 
Proceeds from subordinated notes ............................. . 
Cash dividends on Series A preferred and commcm stock ........... . 
Distributions to former shareholders related to recapitalization ...... . 
Payments to former shareholders .............................. . 
Proceeds from issuance of Series A convertible preferred stock, net of 

j ssuartce costs ........................................... . 

Net cash (used in) provided by financing activities .... . 

Effect of exchange rate changes on cash and cash equivalents ........... . 
NET !DECREASE) INCREASE IN CASH AND CASH 

EQUIVALENTS ............................................ . 
CASH AND CASH EQUIVALENTS ...... Beginning of period .......... . 

CASH AND CASH EQUl V N~ENTS -End of period ................ . 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION: 
Cash paid for interest ................................... . 

Cash paid for income taxes .............................. . 

SUPPLEMENTAL NON-CASH lNVESTING AND FINANCING 
ACTIVITIES: 

$ (7,044) 

3.051 
712 

1.209 
1,919 

745 

(5.2~4) 

(5,756) 
(350) 
(347) 

(9) 

38,882 
(21,217) 
~6,:290 
(2,951) 
(3.1:25) 
(3,832) 
(8, 105) 

411 

15,:259 

(4,109) 

(4,109) 

30,250 

(33,064) 
117,500) 

(1 ,021) 
10,000 

111,335) 

:28 

(157) 
5,:219 

$ 5.062 

$ 2.349 

$ 8,224 

Issuance of Series B preferred stock upon recapiralization $ 

Settlement of accounts receivable related to acquisition . . . . . . . . . $ 

Recapitalization purchase price adiustmem . . . . . . . . . . . . . . . . . . . $ 

$ 9,:289 

1,127 

638 
40:2 

(1,189) 

(60) 
(:2.571) 

35 
2,283 

23,845 
(34,100) 
13,014 
(J,378) 
(3,125) 
(1,034) 
(7,629) 

240 

(2,213) 

(5.305) 

(5,305) 

37,000 
45,000 

(:22,000) 
(25,200) 

(2,391) 

(39,023) 

(6,614) 

(14,132) 
15.94:2 

$ 1,810 

$ 3,115 

$ 12,838 

$ 

$ 
--------------------
$ 

$ 26,460 $ 21,554 

1.858 700 
748 
835 207 
985 3,749 

(945) 1,011 
(2,303) 
I. 1598) (1,388) 
1,596 :2,046 

358 (705) 
588 219 
47 

(23,461) (25,724) 
(857) (1 1,530) 

4,123 14,442 
1.081 (2,197) 

(3,125) 
(1.203) (1,543) 

(534) 1.558 
347 2. 

5,000 ::.4\Jl 

(5,945) 1],634) 
(5.335) 

·------------------- --------------------
(l 1.280) (1,634) 

48.000 12,000 
45,000 

(27.000) 
(28,950) (::,800) 

(2.391) (143) 

(39.0:23) 

(1,872) 

(4,364) 7.185 
---

(79) 

(10.723) 7.95~ 
15,942 7,990 

--------------------
s 5,219 $ 15.942 

s 4.716 $ 1.68:2 

$ 16,749 $ 14,669 
·------------------- --------------------

$ $ 

s 8.9:20 $ 
--------------------

s $ 

The accompanying notes are an integral part of these consolidated financial statements. 
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$ 10,122. 

211 
29 

21:2 

(3.311) 
(2,000) 

570 
334 

( 16,392) 
(17,047) 
11,015 

(85) 
9,375 

3 
8,064 

6 

1,106 

(822.) 

(822) 

~8.000 

(666) 

(48,866) 

24,345 

2,813 

3.097 
4,893 

$ 7,990 

$ 207 

$ 2,708 

$ 12,42.5 

$ 

$ 1,145 
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V'l'H HOUHNGS, INC. 

Notes to Consolidated ·Financial Statements 

Nine Months Ended September 28, 2013 and September 29,2012 (Unaudited) and the 
Years l<~nded December 31, 2012,20ll and 2010 

1. Organization and Descdption of :Business 

Ot·ganization 

VTB Holdings, Inc. ("VTBH" or the "Company") was incorporated in the State of Delaware in 2010 and is 
headqu~u·tered 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, VTB is a wholly-owned subsidia1y 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 am:l 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 VTB · s gross sales, with the 
remaining gross sales derived from accessories. including replacement patts for gaming headsets and audio 
cables and sound cards. 'T'he Compm1y currently derives the majority of revenue from headsets for the X box 360 
and PS 3. The majority of VTB's products are distributed domestically to specialty retailers of consumer 
electronics and wholesalers, and internationa11y to wholesalers. Products are also sold directly to consumers 
through V'IB's website. International 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 VTB. Lygo's results 
are included prospectively in the accompanying consolidated financial statements after the acquisition date. 

Recapitalization 

In October 20 W, VTB effected a trm1saction that allowed Stripes Group to acquire an equity ownership interest 
in VTB. The transaction 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.() l par value common stock that it had outstm1ding. VTB then issued 32,459.434 
shares of its $0.01 par value common stock to certain former shareholders. 48,689,555 shares of its $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 a result of this trm1saction. Stripes Group acquired the ownership interest in VTB for $66.2 miHion, 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 ofthe former shareholders, $12.4 miHion for incurring liabilities associated with 
the issum1ce of the Series B redeemable prefened stock and the purchase price adjustment payable to certain 
former shareholders 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 accompm1ying consolidated statements of operations. 
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V'l'H HOUHNGS, INC. 

Notes to Consolidated ·Financial Statements 

Nine Months Ended September 28, 2013 and September 29,2012 (Unaudited) and the 
Years l<~nded December 31, 2012,20ll and 2010 

The transaction was treated as a recapitalization for accounting purposes rather than a busine~s 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 incurred by 
VTR Accordingly, the comolidated financial :-.tatements of VTB sub:-.equent to the recapitalization have been 
prepared based upon the historical cost and operations of VTB. 

Reorganization 

In Janumy 20 I L VTB effected a reorganization whereby VTBH became the holding company of VTB. This 
resulted in VTB becoming a wholly-owned subsidimy 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 VTBH. VTBH then issued its $0JH par value common stock, Series A $0.01 
par value convertible preferred stock and Series B redeemable preferred stock as applicable, to VTB · 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 VTBH did not have any prior operations. 
Accordingly, the consolidated financial statements of VTBH subsequent to the reorganization have been 
prepared based upon the historical cost and operations of VTB. 

Merger Agreement 

On August 5, 2013, the company entered i11to 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 VTBH stockholders which, together with options 
to purchase shares of VTBH common stock that wi11 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 outstm1ding common 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 outstm1ding Series A convertible prefened stock will also be 
cancelled and converted into shares of Parametric's common stock upon the consummation of the merger, based 
on the same formula. VTBH' s issued and outstanding Series B redeemable preferred stock and the phantom units 
issued under the 20 II Phm1tom 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, (ii) the 
approval of the continued 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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Parametric of at least $5.0 mi11ion. 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 offe1ing, 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 occuned 
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 miHion. 

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 VTBH and its wholly·owned subsidiaries. Prior to the 
reorganization in 201 1. the accompanying consolidated financial statements include the accounts of VTB 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 l<'immciallnformation 

The accompanying 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, 20 l2 and the interim consolidated statement of convertible prefened 
stock and stodd1olders' deficit for the nine months ended September 28, 2013 are unaudited. 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 statemems of cash flows for the nine 
months ended September 28, 2013 and September 29, 2012 and convertible prefened stock and stockholders' 
deficit for the nine months ended September 28, 2013. The consolidated financial data disclosed in these notes to 
the consolidated financial statements related 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 year ending December 31, 2013, or for 
any other future annual or interim period. 

llse of Estimates 

The preparation of the accompanying consolidated fimmcial statements in confonnity 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 retum reserves; determination of the fair value of net assets acquired in 
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a business combination; valuation of inventories: useful Jives 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 as1->umptions when facts and circun11->tances dictate. A1> 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 
consolidated financial statements. 

Concentration of Credit Risk 

Financial instmments 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 to 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 mitigated by performing ongoing credit evaluations of customers to 
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 
support 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 thitd 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 year ended December 3 L 2012, two ~uppliers accounted for 54% of the Company's 
purchases and 90% of the accounts payable outstanding. For the year ended December 31, 201 L 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. ~md thereby have 
a material adverse effect on the Company's business and consolidated financial statements. 

Fair Value of Financial Instruments 

Financial instmments consist of cash and cash equivalents. accounts receivable, accounts payable, derivative 
instmments, 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 carr;ing 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 are stated at the carrying 
value as the stated interest rate approximates market rates cunently available to the Company. As of 
September 28, 2013 and December 31, 2012 am:l 2011, the Company has not elected the fair value option for any 
financial assets and liabilities for which such an election would have been permitted. 
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Assets and liabilities recorded at fair value on a recuning basi~ 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 mo:-.t advantageous market for the as:-.et 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] .... Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the 
measurement date. 

Level II- Inputs are observable, unadjusted quoted prices in active markets for similar assets or liabilities, 
unadjusted quoted prices for identical or similar assets or liabilities in markets that are not active. or other 
inputs that are observable or can be corroborated by observable n1arket data for substantiaHy the full tenn of 
the related assets or liabilities; and 

Level IU- Unobservable inputs that are supported by little or no market data for the related assets or 
liabilities. 

The categorization of a financial instrument within the valuation hierarchy is based upon the lowest level of input 
that is significant to the fair value 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 H liabilities include derivative instruments. The Company does not have any Level lH assets or liabilities. 

Casll 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 
accrued as eamed. 

Accounts Receivable and Allowance for Doubtful Accounts 

Accounts receivable are recorded at their invoiced amount. net of any allowance for doubtful 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 potentia11y 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 los:> pattems and an evaluation of the potential risk associated with delinquent accounts. 
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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: 

Customers 
Customer A 
Customer B 
Customer C 
Customer D 
Customer E 

* Less than 10% 

Customers 
Customer A 
Customer B 

* Less tl1an 10% 

Dedvative Instruments 

Percentage of Revenues 

Nine Months Ended Year Ended December 31, 

September 28, September 29, 20 to 
2013 2012 2012 2011 As Rt-'Siated 

(Unaudited) 

11% 
lO% 
12% 

* 
* 

14% 18% 16% 11% 
14% 16% 24% 34% 
13% 12% 12%> * 

* * * 19% 
12% * * * 

Percentage of Accounts Receivable 

As of September 28, As of December 31. 

2013 

(Unaudited) 

14% 
23% 

2012 

28% 
27% 

2011 

19% 
35% 

The Company uses derivatives to partially offset its business exposure to foreign cunency 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 tlows on certain operating expenses. These instruments are not entered into for 
speculative purposes 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 ilie Company's outstanding derivative instmments associated with outstanding or unsettled 
derivative instruments as of September 28,2013 and December 31, 2012 were $10.0 Inillion and $8.8 miHion 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 quoted prices for similar 
instmments. There were no derivative instnunents for the year ended and as of December 31, 2011 and for the 
nine months ended and as of September 29, 2012. T'he 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 ilie gain or 
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loss on the derivative contracts. Counterparties to these instruments are major banking in~titmions with credit 
ratings of investment grade or better and no collateral is required. Management believes the risk of incuuing any 
losses on these derivative instmments related to credit risk is remote. 

Inventories, net 

Inventories consist primarily of finished goods and related component parts, and are stated at the lower of 
standard cost (which approximates actual cost on a first-in, fir~t-out basis) or market value (estimated net 
realizable value). The Company maintains an inventory allowance for retm11ed goods, slow·moving and unused 
inventories based on the historical trend and estimates. Inventory ;,vrite-downs, once established, are not reversed 
as they establish a new cost basis for the inventory. Inventory write-downs are included as a component of cost 
of revenues in the accompanying consolidated slalemenb of operations. Inventory write .. downs for the periods 
presented had been insignificant. 

Property and Equipment, net 

Property and equipment net including leasehold improvements, 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 incuued. 

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 m1d accumulated depreciation is removed and any related 
gain or lo!'>s i:-. recorded in the con:-.olidated i'>tatements of operatiOili'>. 

Intangible 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 initial fair value, net of accumulated amortization. The Compmw amortizes intangible assets that are subject 
to amortization over their estimated useful life based on economic benefit, which range from two to thirteen 
years. 

Impairment of Long-lJved Asst~ts 

The canying 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 can·ying amount of each asset to the future undiscounted cash flows the 
asset i:> expected to generate. If the asset i:> 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 revenue 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 ret1ect 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 persmmel costs and facility costs. 

Shipping and Handling 

Freight charges billed to customers are included in net revenue and the related freight costs are included in cost 
of revenues in the accompanying consolidated statements of operations. 

Product Warranty Obligations 

The Company provides for product warranties in 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 incuned 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 incurr·ed in the research and development of new products and enhancements to existing 
products are charged to expense as incuned. Development costs include personnel costs and third-party 
development and programming costs, localization costs incurred to tnmslate 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 fumre gross revenues for the product or the straight-line amortization over the estimated 
useful life of the product (generally three year1>). Unamortized capitalized software development cosb 
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 intemal use and has been insignificant to date. 
Costs related to preliminary project activities and post.implementation activities are expensed as incurred. Once 
placed into service, the Company anticipates amortizing these costs over a period of three years. Total costs 
incurred to date during the application developn1ent stage have been insignificant 

Business Transaction Costs 

For the nine months ended September 28, 2013, the Company incuned 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, 20 I L business transaction costs consists of performance bonuses 
related to 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. 

Stock-Based Compensation 

Compensation costs related to stock options and restricted stock grants are calculated based on the fair value of 
the stock-based awards on the date of grant, net of estimated forfeitures. TI1e 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 expense 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 liability approach to record deferred taxes. Deferred 
income tax assets represent temporary differences between the financial statement canying amounts and the tax 
basis of existing assets and liabilities that will result in deductible amounts in fumre 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 carrying 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 in the 
respective tax jurisdictions. Judgment's regarding future 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 
aHowance in any period~ presented a~ management believes that it i~ more likely than not thar 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 Cun·ency 

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' (deficit) equity. Cumulative foreign currency translation adjustments constitute the sole component 
of accumulated other comprehensive (loss) income. Foreign cunency 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 cunency transaction gains and losses for the periods prior to the acquisition of Lygo. Foreign cunency 
transaction losses for the period ended September 28, 2013 was $0.3 million, net of derivative. Foreign currency 
transaction gains and losses for the year ended December 3 I. 2012 was insignificant. 

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 inf(mnation presented on a 
consolidated basis, accompanied by information about revenue by geographic region for purposes of allocating 
resources and evaluating financial performance. 

Net (l.oss) Income per Share of Common Stock 

Basic and diluted net (loss) income per share of common stock is presented in conformity with the two·dass 
method required for participating securities. Holders of Series A convertible preferred stock are entitled to 
receive noncumulative dividends wben 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 prefened stockholders are entitled to a share of that dividend in proportion to tl1e 
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 participating securities, which include contractual 
participation rights in undistributed eamings. have been excluded from the computation of basic and diluted net 
(lo:-.s) income per share of common stock. 

Under the two .. class method. net (loss) income attributable to common stockholders i& 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) 
income attributable to common stockholders, undistributed earnings are re .. allocated to rd1ect the potential 
impact of dilutive securities. Basic net (loss) income per share of common share is 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 (loss) income per share of common stock i& computed by dividing the 
net income attributable to common stockholders by the weighted-average number of cmrunon shares outstanding, 
including potential dilutive common shares assuming the dilutive effect of outstanding stock options using the 
treasury stock method. For purposes of this calculation, 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) i~sued Accounting Standards Update (ASU) 
No. 201 0·06, Improving Disclosures about Fair Value Measurements (fopic 820 )-Fair Value Measurements 
and Disclosures, to add additional disclosures about the different classes of assets and liabilities measured at fair 
value. the valuation techniques and inputs used. and the activity in Level HI fair value measurements. The 
Company adopted AS UNo. 20 I 0·06 on January I, 20 11. 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 AStT 2011-04 on 
January 1, 2012, and the adoption did not have a material impact on the consolidated financial statement~. 

In June 2011, the FASB issued ASU No. 2011·05, 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 I, 
2012, and the adoption did not have a material impact on the disclosures. 

Recent Accounting Pronouncements Not Yet Adopted 

In Febmary 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 L 2014, with early adoption permitted. The adoption of 
ASU 20 13·02 will not have a significant impact on the Company's consolidated financial position or results of 
operations. 

3. Restatements of Previously Issued l<'inancial Statements 

The Company has restated its VTB financial statements as of December 3!, 2010. to correct for the foHowing 
enors: 

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 mi11ion 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 20 lO 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 adjustments on the Company's statement of operations 
for the period ended December 31, 2010 (in thousands): 

Net revenue 
Cost of revenue 
Operating expenses 
Operating income 
Other expense, net 
Income before provision for income tax 
Provision for income tax 
Net income 

Year Ended December 31, 2010 

As 
Prcviouslv Efl'cct of As 
Reported Restatement Restated 

$90.470 $ 1,400 $91,870 
49,387 1,169 50,556 
25,217 (2.190) 23,027 
15.8()5 2.422 18.287 

340 241 581 
15,525 2.181 17,706 
6.255 1.329 7.584 
9,270 852 to,l22 

ln addition, the Company also recorded certain audit adjustments to VTBH'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. 

The Company determined inventory was understated by $1.0 million due to a $0.6 million enor in the 
calculation of excess inventory reserves and to a $0.4 million enor in the calculation of capitalized 
freight. 

The Company has recorded additional adjustments in the 2011 VTB financial statements in order to 
coiTect 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 consolidated 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 28,2013 

Levell Level II Level Ill Total 

(In thousands and Unaudited) 

.Financiall.iabilities: 
Other current liabilities- derivative liabilities $- $(6l3) s- $(6l3) 

Total financial liabilities ............................. . $ ...... $(613) s ...... $(613) 

As or December J t, 20 l2 

Level I Level II Level III Tot.ol 

(In thousands) 

·Financial Assets and Liabilities: 
Cash and cash equivalents -money market funds $ 50 $- s c- $ 50 

·-------------· 

Total financial assets ................................ . $ 50 $- S- $ 50 

Other current liabilities- derivative liabilities ........ . $- $(194) s- $(194) 

Total financial liabilities ............................. . $- $(194) s- $(194) 

As or Dcc~-.nber J 1, 20 ll 

Level I Level II Level III Total 

·Financial Assets: 
Cash and cash equivalents- money market funds $3,016 

Total financial assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,016 

5. Consolidated Balance Sheet Components 

Cash and Cash Equivalents 

Cash and cash equivalents consist of the following: 

Cash ..................................... . 
Money market accounts . . . . ................. . 

Total cash and cash equivalents ............ . 
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As of 
September 28, 

2013 

(Unaudited) 

$5,052 
10 

$5,062 

(In thousands) 

$­

$- S-

$3,016 

$3,016 

As of December 31, 

2012 

(In thousands) 

$5,169 
50 

$5,219 

2011 

$12,926 
3,016 

$15,942 
----------------------
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Sales Return Reserves 

The sales return reserves consist of the following activity: 

Sales return reserves. beginning balance ......... . 
Reserve accmal ......................... . 
Recoveries and deductions. net ............. . 

Sales return reserves. ending balance ............ . 

lnventork·s 

Inventories con:»ist of the following: 

Raw materials . . . . . . . . . . . . ................. . 
Finished goods ............................. . 

Total inventories ........................ . 

Property and Equipment, net: 

Property and equipment, net consists of the following: 

Machinery and equipment ...................... . 
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 ........... . 
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As of 
September 28, 

2013 

(Unaudited) 

As of December 31, 

2012 2011 

(In thousands) 

$ 7,748 
9,554 

(15,310) 
-------------------------

$ 1,992 

As of 
September 28, 

2013 

(Unaudited) 

$ 6.151 
19,659 

(18,062) 
-------------------------

$ 7,748 

$ 4.105 
17,833 

(15,787) 

$ 6,151 

As of December 31, 

2012 2011 

(In thousands) 

$ 3,783 
58,487 

$62,270 

As of 
September 28, 

2013 

(Unaudited) 

$ 2,809 
37,897 

$40,706 

$ 3,408 
27.072 

$30,480 

As of December 31, 

2012 2011 

(In thousands) 

$ 150 $ 136 $ 1' 161 
530 
155 

1,361 
67 

9,495 

11.758 
(4,960) 

$ 6,798 

353 
131 

1,]01 
67 

5,948 

7,736 
(2,004) 

$ 5,732 

490 
266 
760 

9 
1.862 

4,548 
(2,868) 

$ 1,680 
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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 
September 28, 

2013 

(Unaudited) 

As of December 31., 

2012 2011 

(In thousands) 

Deferred financing costs, net .................... . 
Deposits and other assets ....................... . 

Total other assets ......................... . 

$1,921 
104 

$2,025 

$2,128 
21 

$2.149 

$572 
37 

$609 

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 
years 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 3 L 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 defened financing costs related to the 
partial extinguishment of term notes. 

Accrued Liabilities 

Accrued liabilities consist of the following: 

Accmed expenses ..................... . 
Accrued compensation expenses ......... . 
Other ............................... . 

Total accrued liabilities ............. . 

Warranty Accruals 

As of September 28, 

2013 

(Unaudited) 

$6,446 
1.555 
1,544 

$9,545 

As of December 31, 

2012 2011 

(In thousands) 

$ 9.723 $6,594 
2.189 2,495 

584 

$12,496 

499 

$9,588 

The wananty accruals are included in accrued liabilities Oil the balance sheet and consist of the following: 

Warranty .... beginning of period .......... . 
Warranty costs accrued ............. . 
W ananty claims . . . . . . . . . . . . ..... . 

Warranty - end of period ............... . 
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As of September 28, 

2013 

(Unaudited) 

$ 165 
320 

(468) 

$ 17 

As of December 31, 

2012 2011 

(In thousands) 

$ 109 $ ....... 

618 625 
(562) (516) 

$ 165 $ 109 
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6. Acquisition 

In October 2012, the Company's subsidiary, VTB, acquired all of the common stock of Lygo in order to gain 
access to the distribution channels in Europe. Lygo has historically been VTB' s sole distributor in Europe. 

A;;, a result 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 transfened amounted to $14.4 million, which includes $5.5 million of cash and 
the effective settlement of $8.9 million of accounts receivable from Lygo, wa~ a11ocated to the assets acquired 
and liabilities assumed based on their respective fair values. The following table summarizes the estimated fair 
values of the assets acquired and liabilities assumed (in thousands): 

Cash ......................................... . 
Accounts receivable ............................. . 
inventories .................................... . 
Other current assets ............................. . 
Property and equipment .......................... . 
intangible assets: 

Customer relationships ...................... . 
Non-compete agreement ..................... . 

Liabilities assumed: 
Accounts payables .......................... . 
Other liabilities ............................ . 
Derivative liability .......................... . 

Total fair values of assets and liabilities ......... . 
Fair value of total consideration transfened .......... . 

Gain on bargain purchase .................... . 

(ln thousands) 

$ 133 
4,046 
9,957 

321 
12 

5,526 
177 

(223) 
( 1 ,889) 
(L369) 

16,691 
(14,388) 

$ 2,303 

The excess of the net assets acquired over consideration transferred was assigned to a gain on bargain purchase in 
the amount of $2.3 million, which is recorded as gain on bargain purchase from acquisition in the accompanying 
consolidated statement!'> of operation:-.. As a re:-.ulJ of the bargain purdm:-.e. the Company rea!'>ses:-.ed the 
recognition and measurement of identifiable assets acquired and liabilities 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 Pian. which had an exercise price of $2.01 per share, to continuing employees of 
Lygos. 'T'he 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 "20 11 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-acquisition performance and service conditions. 

The Company incurred $0.3 million in acquisition-related transaction costs for the year ended DeceJnber 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 December 31, 

2012 2011 

(Unaudited) 
(In thousands) 

Pro fon11a revenues ............................. . $205,341 $1 72,271 
Pro forma net income ........................... . 18,303 22.998 

The unaudited 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 January 1, 2011. The pro forma results include the 
business combination accounting effects resulting frmn 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 L 
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 arKlnet income for 
Lygo of $13.1 million and $0.6 million in the accompanying consolidated statements of operations. During the 
same period VTB recorded intercompany sales to Lygo in the amount of $5.9 million and elimination of 
intercompany profit of $1.4 million. 

7. Intangible Assets 

TI1e gross carrying amount and accumulated amortization of intangible assets is as fo11ows: 

Customer relationships ............... . 
Non-compete agreements ............. . 

Total ......................... . 

Amortization 
Period at Date 
of A cqu isiti on 

13.0 years 
2.0 years 
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As of September 2!1, 2013 

Gross Carrying 
Value 

$5,526 
177 

$5,703 

Accumulated 
Amortization 

(Unaudit~>d) 
(In thousands) 

$1,384 
76 

$1,460 

Net Rook 
Value 

$4,142 
101 

$4,243 
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As of December Jl, 21J12 

Amortization 
Period at Date Gross Carrying Accumulated Net Book 
of Acquisition Value Amortization Value 

Customer relationships ............... . 
Non-compete agreements ............. . 

Total ......................... . 

13.0 years 
2.0 years 

$5,526 
177 

$5,703 

(Tn thousands) 

$747 
1 

$748 

$4,779 
176 

$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 i~ as follows: 

Year Ending December 31, 

2013 
2014 
2015 
2016 
20!7 
Thereafter .................................... . 

Total ..................................... . 

8. Long-Term Debt 

The Company's long.term debt obligations m·e as follows: 

Revolving lines of credit ...................... . 
Term loans ................................. . 
Subordinated notes ........................... . 

Total outstanding debt .................... . 
Less: current portion of revolving line of credit .... . 
Less: current portion of term lom1 ............... . 

Total noncurrent portion of long term debt .... . 

As of September 28, 

2013 

(Unaudited) 

$ 30,186 
23,750 
10.000 

63.936 
(30, 186) 
(18,750) 

$ 15,000 

Estimated 
Amortization 

Expense 

(In thousands) 

$ 923 
782 
619 
519 
436 

1,676 

$4,955 

As of December 31, 

2012 

(In thousands) 

s 33,000 
41.250 

74,250 
(33,000) 
(15,000) 

$ 26,250 

2011 

s 12,000 
25.200 

37,200 
(12,000) 
(16,200) 

$ 9,000 

Total interest expense, inclusive of amortization of deferred financing costs, on long-term debt obligations was 
$3.8 million 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 L "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. ·rurtle 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 (ii) LIBOR (London 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 to 
$1.4 million. with the balance of $5.6 million due on maturity. During the year ended December 3 L 2010, the 
Company paid $0.7 million 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 anniYersary of the loan without penalty. 

In August 2012. the Loan and Security Agreement was amended and restated to increase the principal amour1 t on 
the term loans to $45.0 million and amend the maturity date to August 22, 2015. The Company drew down 
$45 million on !he term loan. The term loans bear interest at the Company':-. option at (i) !he Adjusted Ba!'>e Rate 
plus the applicable margin ranging from 2.50% to 3.25% as determined by the Company's total leverage ratio, or 
(ii) UBOR rate, plus the applicable margin ranging from 3.50% to 4.25%. The Applicable Base Rate is equal to 
the highest of (I) the Prime Rate as determined by the syndication agent, (b) Federal Funds Rate plus 0.5% and 
(c) the UBOR rate plus 1%. As of December 31, 2012. the interest rate on the term loans was 5.50%. Interest is 
due, at the Company's option, eYery 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. In addition, 
the term loans shall be reduced, commencing in 20 l3, by an amount equal to 50% of the excess cash flows. as 
defined in the Loan and Security Agreement, for the fiscal year ended December 31, 2012 and for each fiscal 
year thereafter; howeYer, no such payment was required for the 2012 fiscal year. Upon full repayment of the term 
loans, any ex.cess cash flow will then be applied against the outstanding halanee of the revolving loan. The ierm 
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 tenn loan to the existing lender that was treated as a partial debt 
extinguishment. The remaining rollover principal balance !o the exi;,Ling lender was treated as a debt 
modification. 

As of December 3 L 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 201 L 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 

D-27 

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043837 

244-305 



V'l'H HOUHNGS, INC. 

Notes to Consolidated ·Financial Statements 

Nine Months Ended September 28, 2013 and September 29,2012 (Unaudited) and the 
Years l<~nded December 31, 2012,20ll and 2010 

(i) the minimum interest rate of 4.50% or (ii) LIB OR plus 3J)%. 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. T11e Company is aho required to pay a quarterly commitment fee 
of up to 0.25% per annum on the unused portion of the revolving line of credit. The maturity date of the 
revolving line of credit was May 3 L 2012. 

In August 2012, the Loan and Security Agreement was amended tmd 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 f\md 
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 out5tanding 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 &pecific percentages of eligible accounts receivables and inventory and bears 
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} UBOR rate plus the applicable margin 
ranging from 3.50% to 4.25 %. The Applicable Base Rate is equal to the highest of (l) 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 
December 3 I, 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 annum 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 miHion 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 re:»tated), the Company can also draw 
down on a swing loan commitment of 11p 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 a 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 201 I, the Company had drawn $0.2 million and $0.1 million under the letter of credit 
facility. 

Covenants 

Outstanding 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 subsidimies. The Loan 
and Security Agreement (as amended m1d restated) contains certain affirmative m1d negative covenants to which the 
Company must comply. The Con1pany is also required to comply with the following financial covenants: 

Minimum total fixed charge coverage ratio (defined as the ratio ofEBITDA minus capital expenditures 
to the sum of income taxes paid or payable. interest paid, scheduled payments of principal on 
indebtedness, as well as Founder Eam·out payments made during the period); 
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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. 

The Company was not in compliance with the fixed charge coverage ratio as of June 30, 2013 and December 31, 
2012. However, in July 2013 and August 2013, the Con1pany entered into two amendn1ents to the Loan and 
Sectu·ity 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 (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, (ii) modification of the total fixed charge coverage ratio for periods ending September 28, 2013 
through maturity, (iii) 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 $0 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 (ii) UBOR 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 $15.0 million. in Subordinated Notes on or before August 30. 2013 
to reduce the outstanding borrowings on the term loan. Failure to do so required that the maximum borrowing 
capacity on the revolving line of credit be reduced to $28.0 million. On Augu&t 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 against the outstanding balance of the 
tenn loan. ·rhe Subordinated Notes bear interest at a rate of (i) I 0% per annum for the first year and (ii) 20% per 
annum for all periods thereafter. Interest accrues quarterly by increasing the principal on the notes. Accmed 
interest on the notes was approximately $0.1 million a& of September 28, 2013. Principal and interest on the 
Subordinated Notes is due at maturity. The Subordinated Notes mature on the one year anniversary of the later of 
(i) the term loan maturity date of August 22, 2015 or (ii) 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] ife 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 treated 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. 
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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, 

2013 ............................................ . 
2014 ............................................ . 
2015 ............................................ . 

Total ........................................ . 

9. Commitments and Contingencies 

Purchase Commitments 

$15,000 
15,000 
11,250 

$41,250 

As of September 28. 2013, December 3L 2012 and 201 L 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 future minimum rental 
lease payments under non-cancelable operating leases as of December 31, 2012, are as follows: 

Year Ending December 31, 

2013 ....................................... . 
20l4 ....................................... . 
2015 ....................................... . 
2016 ....................................... . 
2017 ....................................... . 
Thereafter .................................. . 

Total minimum lease payments .............. . 

Future Minimum 
Rental Lease 

Payments 

(In thousands) 

$ 731 
623 
607 
581 
538 
930 

$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 mmion 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 cunent liabilities in the 
accompanying consolidated balance sheet. 

D-30 

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043840 

244-308 



l.itigation 

V'l'H HOUHNGS, INC. 

Notes to Consolidated ·Financial Statements 

Nine Months Ended September 28, 2013 and September 29,2012 (Unaudited) and the 
Years l<~nded December 31, 2012,20ll and 2010 

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 consolidated financial position or its consolidated results of operations or cash flows. 

On August 5, 20 13, VTBH and Parametric announced that they had entered into a stock· for .. stock merger 
agreement pursuant to which VTBH would have an approximately 80% ownership interest and Parametric 
shareholders would have an approximately 20°/o ownership interest in the combined company. Following the 
announcement, several of Parametric's shareholders filed class action lawsuit& in Califomia 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. VTBH was named as a defendant in these law~uits under the theory that VIBH aided and abetted the 
Parametric board of directors in 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 appoimed for the plaintiffs in each consolidated case. Following the Parametlic'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 reiterate the 
same claims 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 stale court. In addition to a~serting sub~tantially the same claim~ for breach of fiduciary Juty 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. VTBH 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 i~sueu 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 cumulative and accrue 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 carrying value of the Series B redeemable 
prefened stock is increased at each reporting date for accrued but unpaid dividends. When dividends are paid, the 
carrying v alne of the Serie:-. B redeemable preferred :-.tock is decrea:,ed. 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 l3 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 
20 13, December 31, 20 12 and 2011, accrued and unpaid dividends are $ LO mill ion, $0.3 million and $ L2 
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 ~tatements of operations on the Series B 
redeemable prefened stock. 

Series A. Convertible Preferred Stock 

In September 2010, the Company issued 48,689,555 shares of its Series A convertible preferred stock for 
aggregate proceeds of $24.3 million. 

For the year ended December 31, 2012, $22.11 million of dividends were declared and paid on the Series A 
convertible preferred stock. 'Ihere are no accrued but unpaid dividends on the Series A convertible preferred 
stock for any periods presented. 

The Series A convertible prefened stock was recorded at fair value on the date of issuance, net of issuance costs. 
Shares of the Series A convertible prefened stock are not currently redeemable. The Series A conve11ible 
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 ail of the Company's assets). the shares would become redeen1able at the option of the holders. TI1e 
Company has not adjusted ihe canying values of the Series A conve1tihle prefened siock 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 wi11 be made only if and 
when it becomes probable that such a liquidation event wiH occur. 

The various rights. preferences. and privileges of the Series A convertible preferred stock are as follows: 

Liquidation 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 
shru·es of Series B redeemable prefened 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 shaH 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 (i) 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 (ii) 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 
prefened stock then outstanding had been converted into the number of shares of common stock issuable 
upon conversion of shares of Series A convertible prefened 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 
liquidation preference plus all declared and unpaid dividends on the shares of Series A convertible preferred 
stock held by each such holder. 

A liquidation 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 transaction) or a sale of all or substantially aH of the assets of the corporation. 

Conversion Rights 

At any time and from time to time (including upon or in coilllection 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 pt'r share for Series A convertible prefened stock shall be adjusted for certain recapitalizations, splits, 
combinations, cmmnon stock dividends, or similar events. At the current conversion prices, each share of Series 
A conve1tible preferred stock will convert on a one-for-one basis into common stock 

Each share of convertible preferred stock shall automaticaHy be converted into shares of common stock at 
the then·effective conversion price upon the date <md 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. 

Voting 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 si11gle 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 prefened 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 
prefened stock. 

As and when dividends are declared or paid with respect to the Series A convertible preferred stock, the 
holders of the Se1ies A convertible prefened stock shall be entitled to participate in such dividends ratably 
on a per-share basis with respect to the shares of Series A convertible prefened 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 prefened stock are outstanding unless, a pro rata 
amount, on an as-converted basis. has been paid or declared and set apart for payment on the shares of 
Series A convertible preferred stock. 

Redemption Rights 

'T'he Series A convertible prefened stock is not mandatorily redeemable except in the event of certain 
liquidation events. If a deemed liquidation 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.'' 

11. Common Stock 

Shares Reserved for Issuance 

Shares of common stock reserved for future issuance, on an as-convened basis, are as follows: 

Shares reserved for t\Jture issuance under the equity incentive 
plan ............. , ................................. , 

Outstanding stock options ............................... . 
Conversion of Series A convertible prefened stock ..... , .... , . 

Dividends 

As of September 28, 

2ot3 

(Unaudited) 

3,949,020 
11,050,980 
48.689,555 

63.689,555 

As of December 31, 

2012 2011 

4,543,324 3,814.846 
10.456.676 3,241,611 
48,689,555 48,689,555 

63,689,555 55,746,012 

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. 
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12. Stock-Rased 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: 

Nine Months Ende<l Year Ended December 31, 

September 28, September 2'1, 
2013 2012 2012 2011 20HJ 

(Unaudited) 
(In thousands) 

Cost of revenue ....................... . 
Selling and marketing .................. . 
Product development ................... . 
General and administrative .............. . 

Total stock-based compensation ...... . 

Determination of Fair Value 

$ 56 
251 
249 

1.363 

$1.919 

$ 40 
207 

88 
67 

$402 

$ 60 
281 
121 
523 

$985 

$ 19 
132 
77 

3.521 

$3,749 $-

The estimated grant date fair value of the stock·based awards granted was calculated based on the assumptions 
discussed below: 

Expected term (in years) ................... . 
Risk-free interest rate ...................... . 
Expected volatility ........................ . 
Dividend rate ............................ . 

Nine Months Ended 

September 28, September 29, 
2013 2012 

(Unaudited) 

6.0 N~t\ 

lJ)%-1.1% 
50.4% .. 50.5% 

0% 

N/A 
N/A 
N/A 

Y car Ended December 31, 

2012 

6.0 
0.8%-U% 

50.5%·51.1% 
0% 

2011 

6.0 
1.5%-2.4% 

51.2%·52.4% 
0% 

The fair value of each grant of the stock options was detennined 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 
generaHy 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 fait 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 liquidity of capital stock and general and industry specific economic 
outlook. The fait 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 tenn 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 tmrelated 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 forfeitures and wiH continue to evaluate 
the adequacy of the forfeiture rate based on actual forfeiture experience, analysis of employee tumover behavior, 
and other factors. The impact from any forfeiture rate adjustment would be recognized in f\1ll 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 future periods. 

2011 Plan 

In January 2011. the Company adopted the 2011 Plan that covers certain employees. consultants and directors of 
the Company who are entitled to stock options and restricted stock, as applicable. pursuant to the provisions of 
respective award agreements. The 2011 Plan is shareholder·approved, which permits the granting of nonquahfied 
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 20 ll Plan cease to be employed or engaged by the Comptmy. 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 
years ended December 31, 2012 and 2011: 

Outstanding .... December 31, 2010 ...... . 
Authorized option pool under 2011 

Equity Incentive Pkm .......... . 
Granted ....................... . 
Forfeited ...................... . 

Outstanding .... December 3 I, 2011 ...... . 
Additional options authorized ..... . 
Granted ....................... . 
Forfeited ...................... . 

Outstanding- December 31, 2012 ...... . 
Granted (unaudited) ............. . 
Forfeited (unaudited) ............ . 

Outstanding - September 28, 2013 
(unaudited) ...................... . 

Vested ~mel expected to 
vest- December 31, 2012 

Exercisable- December 31,2012 ...... . 

Vested and expected to vest .... 
September 28, 2013 (unaudited) 

Exercisable .... September 28, 2013 
(unaudited) ...................... . 

Number of 
Shares 

Underlying 
Shares Available Outstanding 

for G r"nt Options 

7,056,457 
(5,975,982) 5,975.982 
2,734,371 (2,734,371) 

3,814,846 3,241,611 
7.943,543 

(7.656,094) 7,656,094 
441.029 (44L029) 

------------------------------ --------------------------------

4,543,324 10,456.676 
(1' 175,000) 1,175.000 

580,696 (580,696) 
------------------------------ -------------------------------

3.949,020 11,050,980 
------------------------------ -------------------------------

10,456,676 

1,320,169 

11,050,980 

3,622,253 

Oplions Outstanding 

Weighted-
Average 

Remaining Aggregate 
Weighted-Average Contractual Intrinsic 

Exercise Price Term v .. Jue 

(In years) 
$ ....... $ 

0.50 
0.50 

0.50 9.17 4,149,262 

2.03 
0.50 

1.62 9.29 5,842,409 
2.01 
0.50 

1.68 8.63 447,661 
-----------------------------

$1.62 9.29 $5,842,409 
-----------------------------

$0.50 8.14 $2,214,695 

$1.68 8.63 $ 447,661 

$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 miHion 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. I 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. I million related to unvested stock options, net of estimated forfeitures, that the Company expects to 
recognize over a weighted .. average period of 2.6 years 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 Renuaining Average Exercise l:nderlying Average Exercise 

Exerdse Prices Options Contractual Life Prke per 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 6fi L029 9J)2 $2.16 302,106 $2.16 

1L050,980 3,622,253 
·------------------------------- --------------------------

Restricted 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 it~ issuance and the Company recognized stock­
based compensation of $3.4 million for the year ended December 31, 201l. 

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 
shareholder·approved, which permits the granting of phantom units to the Company's Participants of up to 
1,500,000 units, 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 I. 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. 

lf 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 
(ii) the Participants' vested phantom units shaH remain outstanding until a change of controL If Participants are 
tenninated for cause. the Participants shall forfeit their entire award, including all vested and unvested phantom 
units. 

As of September 28. 2013 and December 3L 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, 201 L As of September 28, 20 13 and December 3 L 2012, all 
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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 mj]Jion of compen:-.ation expen:-.e 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 3L 2012. 

14. Net (Loss) Income pet· Shat·e of Common Stock 

The following table sets forth the computation of basic and diluted net (loss) income per share of common stock 
attributable to common stocld10lders: 

Numerator: 
Basic and diluted: 

Net (loss) income .................... . 
Noncumulative dividends on Series A 

convertible preferred stock ........... . 
Undistributed earnings allocated to Series A 

convertible preferred stock ........... . 

Net (loss) income attributable to 
common stockholders, basic and 

Nine Months Ended Year Ended December 31, 

September 28, September 29, 20to 
2013 2012 2012 2011 As Restated 

(Unaudited) 
(In thousands, except per share data) 

$ (7.044) $ 9,289 $ 26,460 $ 21,554 $ 10,122 

(22.627) (22.627) 

(2,222) ( 12.699) (783) 

diluted . . . . . . . . . . . . . . . . . . . . . . . . $ (7.044) $(13,338) $ 1,611 $ 8,855 $ 9,339 

Basic: 
Weighted .. average shares used in computing net 

(loss) income per share attributable to common 
stockholders, basic ..................... . 

Diluted: 
Weighted·average shares used in computing 

net (loss) income per share attributable to 
common stockholders, basic .......... . 

Add weighted·average effect of dilutive 
securities ......................... . 

Weighted-average shares used in computing net 
(loss) income per share attributable to common 
stockholders, diluted .................... . 

Net (loss) income per share attributable to common 
stockholders: 

Basic .............................. . 

Diluted ............................. . 

35,282 35.282 

35.282 35,282 

·---------------------- ------------------------· 

35,282 35,282 

$ (0.20) $ (0.38) 

$ (0.20) $ (0.38) 

35,282 33.952 127,356 

35,282 33,952 127,356 

983 972 
·------------------------· ------------------------ ·------------------------· 

36,265 34.924 127,356 

$ 0.05 $ 0.26 $ 0.07 

$ 0.04 $ 0.25 $ 0.07 

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): 

Nine Months Ended Year Ended December 31, 

September 28, September 29, 
2013 2012 2012 2011 

(Unaudited) 

Stock options to purchase common stock ............. . 10.915 L142 2,779 265 

15. Income Taxes 

The geographical breakdown of income before the provision for income taxes is as follows: 

Don1estic ................................... . 
Foreign ..................................... . 

Income before provision for income taxes ..... . 

The components of the provision for income taxes are as follows: 

Current 
Federal 
State ................................... . 
Foreign ................................. . 

Total current ........................ . 

Deferred: 
Federal ................................. . 
State ................................... . 
Foreign ................................. . 

Total deferred ....................... . 

Total provision for income taxes ..... . 

D-40 

Years Ended December 31, 

2010 
2012 2011 As RL>stated 

(In thousands) 

$39,626 $35,336 $17.706 
842 

$40.468 $35.336 $17,706 

Years Ended December 31, 

2010 
2012 2011 As Restated 

(In thousands) 

$13,660 $13,752 $ 9.876 
LSW L4l8 1,152 

436 
----------------------- ----------------------- -----------------------

15,606 15,170 11,028 

(1,148) (1,358) (3,261) 
(120) (30) (183) 
(330) 

( 1,598) (1,388) (3.444) 

$14,008 $13,782 $ 7,584 
---------------------- -------------------- --------------------· 

2010 
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The reconciliation of federal statutory income tax provision to the Company's effective income tax provision is 
as follows: 

Yem·• Ended Dec<'mber 31, 

U.S. federal taxes at statutory tax rate ............. . 
State taxes. net of federal benefit ................ . 
Foreign tax rate differential ..................... . 
Gain on bargain purchase ...................... . 
Permanent and other .......................... . 

Provision for income taxes ................. . 

2012 

$14,024 
904 
(49) 

(804) 
(67) 

$14JJ08 
----------------------

2011 

(In thousands) 

$12,368 
902 

512 

$13.782 
---------------------

2010 
As Restated 

$6,197 
511 

876 

$7,584 

The following table presents the breakdown between current and non .. cunent defened tax assets and liabilities: 

As of December 31, 

2012 2011 

(In thousands) 

Deferred tax assets, current .......................... . $ 4,452 $2,6 72 
Defened tax assets, non .. cunent ...................... . 2,266 3,197 
Deferred tax liabilities, non-current ........ 0 • 0 •••••••••• (Ll74) (536) 

Total net deferred tax assets ...................... . $ 5,544 $5,333 

The tax effects of temporary differences that give rise to significant portions of the defened tax assets and 
liabilities are presented below: 

As of December 31., 

201:! 2011 

(In thousands) 

Defened tax assets: 
Allowance for doubtful accounts ...................... . $ 84 $ 38 
Inventory ........................................ . 1.093 548 
Compensation accrual .............................. . 2.830 3,738 
Accmals and other ................................. . 3.204 1,552 

Net deferred tax assets ...................... . 7,211 5,876 
Deferred tax liabilities: 

Property and equipment ......................... . (493) (543) 
Intangible assets ............................... . (1,174) 

Net defened tax liabilities ............... . ( 1,667) (543) 

Net defened tax assets ...................... . $ 5,544 $5,333 

As of December 3 L 2012 and 2011, the Company did not have any net operating loss canyforwards 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 
ean1ings in the form of dividends or otherwise, the Company may be subject to both U.S. income taxes (subject 
to an adjustment for foreign tax credit1>) and withholding taxes in the variou1> countries. At December 31, 2012, 
the undistributed earnings approximated $2.6 million. There were no undistributed earnings at December 3 L 
201 L 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 ofBe£emberJI, 

2012 2011 

(In thousands) 

Gross unrecognized tax benefit- beginning balance ........ . $1,069 $ 521 
Increases related to tax positions taken during current year ... . 399 548 

Gross unrecognized tax benefit ··· ending balance ....... . $1.468 $1,069 

2010 

$-
521 

$521 

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in the income tax 
provision. As of December 31, 2012, the Company had$ LS 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 it 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 acaued for the periods presented were insignificant. 

The Company files income tax retums in the U.S. federal, various states and foreign tax jurisdictions. The 
Company is subject to U.S. federal income tax examination for !he 2009 through 2012 tax years. Auditionally. 
the Company is subject to various state income tax examinations for the 2008 through 2012 tax years. 

Hi. Defined Contribution Plans 

VTB maintains a defined contribution 401 (k) profit sharing phm (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 year 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 physicaHy located: 

Nine Months Ended Year Ended December 31, 

September 28, September 29, 2010 
20t3 2012 2ill2 2illl As Restated 

(Ummdited) 
(In thousands) 

United States .......................... $61,330 $65.876 $146,365 $131,115 $78,876 
Europe ............................... 25,682 24,362 50.874 27.900 12,135 
Other •••••••••••••••••••••••••• < ••••• 5,340 6,861 9,897 7,106 859 

Total revenues ..................... $92.352 $97,099 $207, l36 $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 3L 2012,2011 and 2010. 

Property 'md equipment. net by location are summarized as follows: 

United States ............................. . 
China ................................... . 
United Kingdom ........................... . 

Total property and equipment, net ......... . 

18. Related Party 

As of September 28, 

2013 

As of Ikocember 31, 

2012 2011 

(Unmorliterl) 
(In thousands) 

$6,102 $5.006 
596 657 
100 69 

$6.798 $5,732 

$1,210 
470 

$1,680 

For the year ended December 31, 20 12, the Company incurred consulting fees of $0.3 million towards 
professional services provided by one of its shareholders. 
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1. Purpose ofthe Plan 

ANNEXE 
PARAMETRIC SOUND CORPORATION 

2013 STOCK-BASED 
INCENTIVE COJVWENSATION PLAN 

The purpose of the Plan is to assist the Company, its Subsidiaries and Affiliates in attracting and retaining 
valued 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-Employee Directors. On and after the Effective Date, no further grants shall be made under 
the Prior Plans, which shaH 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. "Aw~ml" means a grm1t of Common Stock, Defened Stock, Restricted Stock, Restricted Stock 
Units, Options or SARs under the Plan. 

2.3. "Awm·d Agreement'' mem1s the written agreement, instrument or document evidencing an Awm·d 
or Prior Plan Award, including any such item in an electronic medium. 

2.4. "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 hy and among ihe Company, Pmis Acquisition Corp. and VTH 
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 m1 employee benefit plan of the Company or a corporation 
owned, directly or indirectly, by !he ;,lockholders 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 Compm1y 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 yem·s, 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 outsttmding 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, if 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 
in the Plan or the A ward Agreement, as applicable, shaH 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 1ntemal Revenue Code of l986, as amended, and the Treasury regulations 
promulgated thereunder. 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 regulations. 

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 individual who renders services to the Company, a Subsidiary or an 
Affiliate as a consultant. advisor or independent contractor. 

2.1 L "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 dosing 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 portion 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 mles 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 Agreement. 

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 tl1e 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 individual 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 
Committee (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) eamings per share, (v) diluted eamings per share, (vi) diluted net income per share, 
(vii) retum on stockholder equity, (viii) costs, (ix) cash flow, (x) retum on total assets, (xi) retum 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, (xxiii) 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 absolutely or relative to an index or 
peer group. The Committee shall have discretion to determine the specific targets with respect to each of these 
categories of Performance Goals. Performance Goals with respect to Awards that are not intended to be Qualified 
Performance--Based Awards may be based on one or more of the preceding measures or any other measure that 
the Committee may determine 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 lhe related minimum acceptable level of achievement, in whole or in part, a;, 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 Cmporation and the 2012 
Stock Option Plan of Parametric Sound Corporation, in each case as an1ended. 

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 requirements 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 8 of the Plan. 

2.29. "Restricted Stock Unit" means the right to a payment in Common Stock or in cash, or in 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. "SAK' means a stock appreciation right awarded by the Committee under Section ll of the Plan. 

2.32. "Subsidiary'' means any corporation (other than the Company), partnership, joint venture or other 
business entity of which 50% or more of the outstanding 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 
indirectly (taking into account the attribution mles contained in Section 424( d) of the Code), stock possessing 
more than IO% of the total combined voting power of an 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 shaH 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 
Affiliates, their Employees, Consultants and directors, Participants, persons claiming 1ights 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 hereunder 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, Consult<mts 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 (c) 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 relating to an Award, based in each case on such considerations as the Committee shaH 
determine) and all other matters to be determined in connection with an Award; (d) lo Jeterrnine whether. to 
what extent, and under what circumstances an Award may be canceled, forfeited. or sunendered; (e) to determine 
whether, and to certify that, Performance Goal& to which the settlement of an Award is subject are satisfied; (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 
construe 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. 'Ihe 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 Couunittee may, at 
its discretion, (i) fully vest any or all Awards made under the Plan, (ii) 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 zero) 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 
a reasonable chance to exercise any vested outstanding Options or SARs, te1minate any or all of the Participant's 
unexercised Options or SARs, (v) 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 shaH determine to be appropriate. 
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4.4. 'Ihe 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 tenns requiring forfeiture of Awards in the event of the Pmticipanf s termination of 
employment or service with the Company or any Subsidiary or Affiliate; provided, however, that the Committee 
shall retain full power to accelerate or waive any such term or condition as it may have previously imposed. 
including, without limitation, any vesting period. All A wards shaH 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. ·ro the extent permitted by applicable law, the Committee may delegate some or all of its authority 
with respect to the Plan m1d Awards to any executive officer of the Company or any other person or persons 
designated by the Conunittee, in each case, acting individually or as a committee, provided that the Committee 
may not delegate its authority hereunder to make awards to Employees who are (i) "officers" as defined in Rule 
16a-l(t) under the 1934 Act, (ii) "covered employees" within the meaning of Section 162(m) of the Code or 
(iii) 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 Committee may at any time rescind the authority delegated to any person 
pursuant to this Section. Any action undertakeJJ 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. 

5.1. 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 Plm1 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 1naximum number 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 granted to any 
individual Participant shall not exceed 450,DOD 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 number of shares 
previously counted in connection with such Award. SARs or Restricted Stock Units to be settled in shares of 
Common Stock sha11 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 Awm·d 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 shaH 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 
treasmy shares. Any shares issued by the Company through the assumption or substitution of outstm1ding grants 
in connection with the acquisition of another entity sha11 not reduce the maximum number of shares available for 
delivery under the Plan. 

6. Common Stock 

An A ward of Common Stock is a grant by the Con1pany of a specified number of shares of Common Stock 
to the Pmticipant, 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 Defenal 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 A ward 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 in the A ward Agreement. Prior to issuance and 
delivery of the Deferred Stock, the Participant shaH have no rights as a stockholder with respect to any shares of 
Defened 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 A ward and the Participant shall have no future right to any dividend paid during the Deferral Period. 

7.3. The Defenal Period may consist of one or more instaHments. Provided that the Defened Stock has 
not been previously forfeited, at the end of the Defenal Period or any installment thereof, the shares of Defened 
Stock applicable lo ~uch installment, shall be i~sueu awl uelivered to !he Participant (or. where appropriate. the 
Participant's legal representative) in accordance with the tenns of the Award Agreement. 

8. Restricted Stock 

An Award of ResiTicied Stock is a grant by ihe 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 Restricted Stock. the Committee may direct the number of shares of Common 
Stock subject to such A ward 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 dming the Restriction Period and. if issued to the 
Participant, returned 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 sha11 have no future right to any dividend paid during the Restriction 
Period. 

8.3. Provided that the Restricted 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 A ward 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 .I. Any amount payable upon the end of the Restriction Period with respect to a Restricted Stock Unit 
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 
Re:-.tricted Srock Units specified thereunder, and share:, of Common Stock or ca:-.h 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). 

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 shaH be not less than 100% ofthe 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 shaH 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. bJcentive Stock Optiom: Each provision ofthe Plan and each Award Agreement relating to an 
incentive Stock Option shall be construed so that each 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 granteu to Employees of Affiliates or to Con;,ul!ants or Non-Employee Directors. 

1 0.4. 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 (ii) with the proceeds 
received from a broker-dealer whom the Participant has authorized to sell an or a portion of the Comn1on Stock 
covered by the Option, or (iii) 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 1nay 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 ;;,hall be subject to the same forfeiture restrictions originally impo;;,ed on the 
Restricted Stock exchanged therefor. An Option may be exercised only for a whole number of shares of Cmnmon 
Stock. 
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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 (ii) the grant price of the SAR as detennined 
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: 

! I .1. The term of a S /\R 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 a 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 dose 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 shaH 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 earlier 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 in 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 outcome 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 
A ward 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 is at or above such minimum acceptable level but falls short of the maximum achievement of the 
specified Performance Goals. 

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, 
if so. to also calculate and certify in writing the amount of the Qualified Performance--Based Awards eamed 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 
A ward for the Pe1formance Cycle, and, in doing so, may reduce or eliminate, except as otherwif>e 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 employee under a Qualified Perfmmance--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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13.1. In order to prevent dilution or enlargement of the rights of Participants under the Plan as a remit 
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 di~tribution 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. A.ny such adjustment 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 A ward or Prior Plan Award; and it is provided, further. 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. h1 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 nonrecuning 
events (including, without limitation, events described in Section 13.1) affecting the Company, any Subsidialy 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 Pal·ticipants, 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 results in the repricing. replacement or 
repurchase of al1Y Option or SAR, or (iii) such stockholder approval is required by any federal or state law or 
regulation or the mles of any stock exchallge 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, discontinuation, or termination of the 
Plan may materially and adversely affect the rights of such Participallt under any A ward theretofore granted and 
any A ward Agreement relating thereto, except as the Committee determines in its sole discretion to be necessmy 
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 a11 affected Participant, no such amendment, alteration, 
suspension. discontinuation. or termination of any A ward may materially and adversely affect the rights of such 
Participant under such A ward, except as the Committee determines in its sole discretion to be necessary or 
advisable to ensure a deduction under Section l62(m) of the Code or to comply with Section 409A of the Code 
or an exemption therefrom. 

14.2. The foregoing notwithstanding. allY Performance Goal or other performance condition specified 
in connection with an Award shaH 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 compallies. alld other circumstances, except to the extent that allY such adjustment 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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Neither the Plan nor any action taken hereumler shall be construed as giving any Employee, Consultant 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 

'I11e Company, any Subsidiary or Affiliate is authorized 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 tD a Participant 
amounts of withholding and other taxes due in connection with any transaction involving an Award. and to take such 
other action as the Committee may deem advisable to enable the Company, the Subsidiary or Affiliate and Participan~ 
to satisfy obligations for the payment of withholding taxes and other teL'( obligations relating to any Award. This 
authority shaH include authority to withhold or receive Comn1on Stock or other property and to make cash payment<; in 
respect thereof in satisfaction of a Participant's tax obligations. Withholding of taxes in the f(mn of shares of Common 
Stock shall not occur at a rate that exceeds the minimum required statutmy federal and state withholding rates. 
Participants who are subject to the repmting requirements of Section 16 of the 1934 Act may elect to pay all or a 
portion of any withholding or other taxes due in connection with an Award by directing the Company to withhold 
shares of Common Stock that would otherwise be received in cmmection with such Award. 

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 st1bject to any lien, obligation. or liability of such Participant to, any party, 
other than the Company, any Subsidiary or Affiliate. or as~igned or transfened 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 hi~ 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 tmsts 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 shaH be subject to all terms 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 Committee. 

18. No Rights to A wards; No Stockholder Rights 

No Participant shall have any claim to be granted any A ward 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 transfened to the Participant in 
accordance with the terms of the A ward. 

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 tenns 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 listing 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 approp1iate in cmmection with 
such exercise. In any of the events refen·ed to in clause (a) or clause (b) above, the exercisability of such Awards or 
Prior Pian Awards shall be suspended and shaH not be effective unless and until such withholding, listing, 
registration, qualifications or approval shaH 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 A ward during the period when exercisability has been suspended. 

20.2. The Committee may require, as a condition to the right to exercise any 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 wiii 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 mles and regulations thereunder. The certificates issued to 
evidence such shares shall bear appropriate legends summarizing such restrictions on the disposition thereof. 

Any Award granted pursuant to the Plan shall be subject to mandatmy repayment by the Participant to the 
Company pursuant to the terms of any Company "dawback" or recoupment policy directly applicable to the Plan 
aml (i) set forth in the Participant';, Awanl Agreement or (ii) required by law to be applicable lo the Participant. 

22. Termination 

Unless the Plan previously shall have been terminated by action of the Board, the Plan shall terminate on the 
lO-y ear anniversary of the Effective Date, and no A wards 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. 'T'he 
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 ~my 
A ward Agreement entered into thereunder shall be construed and enforced in accordance with the laws of the 
State of Califomia, 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, (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, lnc., 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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ANNEXF' 
PARAMETRIC SOUND CORPORATION 

ANNUAL INCENTIVE RONlJS PLAN 

I. Statement and Purpose of I'lan 

The Parametric Sound Corporation A1mual Incentive Bonus Plan provides additional compensation 
opportunities for selected employees based on the achievement of pre-determined performance goals. 

II. 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 ~pecified Person. 

B. ''Board" means the Board of Directors of the Company. 

C. "Change in Control" means a "chm1ge in control event" within the meaning of Treasury regulation 
1.409A-3(i)(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 shaH 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 
l.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 $0J)01 per share. 

H. ''Control'' (including the terms ·'Controlling." "Controlled by'' and "under common 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 Date 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. ·'p_i_~~-~i_l_i~_t· means. as determined by the Committee in its sole discretion, that a Participant (I) 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 continuous period of not less 
than 12 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 
income replacement benefits for a period of not Jess 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 dosing price of a share of Company Stock on the 
principal national securities exchange on which Company Stock is listed on such 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. ''1!!<:_t;~~~~',i~--~-~~~ll_( means a bonus that is payable hereunder to a Participant based on the achievement of 
specified pre-determined Performance Goals. A.11 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 Committee to participate in the Pian for an applicable Performance Period. 

0. "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 Goah with re:-.pect to Incentive Bonu~es 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): (i) stock price, (ii) market share. (iii) sales, (iv) earnings 
per share, (v) diluted earnings per share, (vi) diluted net income per share, (vii) retum on stockholder equity, 
(viii) costs, (ix) cash flow, (x) return on total assets. (xi) retum 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, (xxiii) 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) 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. 
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. "l:"_t;Er<~l!!-1-~~<:~--~~~~~J-~·· means a period of one or more consecutive fiscal years, or portions thereof, of the 
Company as established by the Committee during which the performance of the Company, its Subsidiaries or 
Affiliates or any business unit or department 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 establishing a Performance Period that commences prior to the termination of one or more other 
Performance Periods. 

Q. "Person'' means any individual, corporation, limited liability company, partnership. trust, joint stock 
company, business tmst. unincorporated association, joint venture, governmental authority or other legal entity of 
any nature whatsoever. 

R. "Pian" means the Parametric Sound Corporation Annual Incentive Bonus Pian 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 Ll62-27(e). including any 
successor prov1s1on. 

T. "Subsidiary'' means, at any relevant time, any corporation or other entity of which 50% or more of the 
total combined voting power of an 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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m. Eligibility 

All employees of the Company, its Subsidiaries and Affiliates shall be eligible to be selected by the 
Committee to participate in the Plan. 

IV. Administration 

A. General. The Committee shall have the authority, subject to the provisions herein, (AJ 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 a11 other determinations that may be necessary or advisable for the administration ofthe Plan. 
Any determination by the Committee with respect to the Plan shall be finaL binding and conclusive on aU 
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 detennination 
made in good faith in connection with the Plan, and the members of the Committee shall be entitled in all cases 
to indenmification 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 
law. 

B. :~~j~~-~-t-~~~~~-~· 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, extraordinary 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 Committee 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 shaH 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 w1iting 
(i) the employees of the Company, its Subsidiaries and Affiliates who shall be Participants in the Plan with 
respect to such Performance Period, (ii) the Performance Croals applicable to each such Participant (including, as 
the Committee deems advisable, threshold, target arJd maximum levels of performance), (iii) each Particip,mt's 
target and. if applicable. threshold and maximum Incentive Bonus opportunities for such Performance Period, 
(iv) the method for computing the amount of lJJcentive 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 par! and (v) whether such Incentive Bonuses are intemled lobe 
Qualified Incentive Bonuses or Non-Qualified Incentive Bonuses. 

VI. Termination of Employment 

Except as otherwise provided in Sections VI.A and Vl.B below, payment of an Incentive Bonus shall be 
contingent upon (i) attainment of the applicable Performance Goals within the applicable Performance Period 
and (ii) 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 pursuant 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 IX. 

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 ;,vould 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 (ii) in the case of a Non·Qualified Incentive 
Bonus, the Cormnittee 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 VLB shall be paid to the Participant at the time the Company pays Incentive Bonuses to 
its employees generally in accordance with Section IX. 

VII. Additional Rules Applicable to Qualified Incentive Bonuses 

A. ·unless otherwise specifically determined by the Committee, 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 
Qualified 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 shaH designate in writing how the relevant Perf(mnance 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, !hat the 
Committee may exercise negative discretion within the meaning of Treasury regulation 1.162-27(e)(2)(iii)(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 shaH be contingent upon the Committee's 
certifying in writing that the Performance Goals and any other material tenns 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. 

V 111. Change in Control 

In connection with the consunnnation 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 VIII shall be paid to the Participant on or as soon 
as administratively practicable foHowing the consummation of such Change in Control, but in no event later than 
March 15 of the year following the year in which such Change in Conrrol occurs. 
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IX. Payment of Incentive Bonuses; Tax Withholdings 

A. Earned Incentive Bonu~es shall be paid no later than March 15th of the calendar year following the 
calendar year that includes the last day of the Performance Period with respect to which such Incentive Bonuses 
are eamed. 

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 anangements with the Company to satisfy any such 
withholding taxes. 

X. Non-exclusivity of Plan 

Nothing in the Pian 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 
con1pensation to any persons employed by the Company, its Subsidiaries or Affiliates, whether or not such 
person is a Pmticipant in this Plan and regardless of how the amount of such bonus or compensation is 
determined. 

XI. 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 pmt; 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 

XII. Interpretation and Construction 

A. No provision of the Plan. nor the status of any employee as a Pmticipant, 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 !'>uch employment Both the Participant and the applicable employer 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 COJJstmed to prevent Qualified Incentive Bonuses under the Plan 
from qualifying for deductibility under section 162(m) of the Code or Treasury regulation 1.l62--27(e) shall, to 
such extent, be di&regarded. 

XIH. Adjustment; Repayment of Incentive Bonuses 

All Incentive Bonuses paid or to be paid under the Pian are subject to rescission. cancellation or 
recoupment. in whole or in pm't. under any cunent or future "clawback" or similar policy of the Company. 

XIV. 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 &tockholders 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, m1d the conesponding change of control of the Company, and 
(iii) the Merger has been consummated. 
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XV. Governing Law 

The terms of the Plan shall be governed by the laws of the State of Califomia, without reference to the 
conflicts of laws principles thereof. 

* * * * * 

-F-6-

Confidential, Produced Pursuant to 12/2013 Protective Order Craig-Hallum_Parametric_043870 

244-338 



IN WITNESS WHEREOF, the Company has caused the Plan to be effective as of the date set forth below. 

F-7 
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PARAMETRIC SOUND CORPORATION 

By: 

Name: ________________________________________________________________________________________________________________________________ _ 

Title: 

Date: 
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ANNEXG 
·-------------------------------

CONSENT OF SQUAR, MILNER, PETERSON, MIRANDA & WILLIAMSON, LU' 

CONSEN'l' Oli' 
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 & WILLLAMSON, LLP 

San Diego, Califomia 
December 2. 2013 
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ANNEXH 
·-------------------------------

CONSENT OF FREED MAXICK CPAS, P.C. 

CONSENT UF INDI~PENDENT REGISTERED PUBLIC ACCOUNTING "FIRM 

We consent to the iJJclusioJJ in the Registration Statements on Forn1 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 VTB Holdings, fnc. as of end for the year ended December 3 L 2012, which is contained 
in the proxy statement. 

/s/ FREED MAXICK CPAs, P.C. 

Buffalo. New York 
December 2. 20 13 
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VTB Holdings, Inc. 
Valhalla, New York 

ANNEX I 
CONSENT OF BDO USA, LLP 

Consent of Independent Registered Public Accounting Firm 

\Ve hereby consent to the use in the Registration Statements on Forn1 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 VTB 
Holdings, Inc., which is contained in the proxy statement. 

/s/BDO USA, LLP 
New York, New York 

December 2. 2013 
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