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FORBEARANCE AGREEMENT 

This Forbearance Agreement ("Agreement") is entered into as of December 11, 2017, 
between __________________________, a commercial bank ("Lender") on one hand, and 
__________________________ (“Borrower”) and _____________________ (“Guarantor”, and 
collectively with Borrower, “Obligors”, and collectively with Borrower and Lender, the 
“Parties”), on the other hand, with reference to the following facts: 

A. Lender and Borrower previously entered into the Loan Documents (defined 
below), pursuant to which Bank made two loans to Borrower: (1) a non-revolving line of credit 
(the “Term Loan”) secured by Borrower’s assets (the “Collateral”); and (2) a revolving line of 
credit (the “Revolver”, and collectively with the Term Loan, the “Loans”) also secured by the 
Collateral.  All capitalized terms used but not defined in this Agreement have the meanings given 
to such terms in the Loan Documents.  Under the Loan Documents, Borrowers granted Lender 
security interests in the Collateral to secure all of Borrowers’ obligations to Lender under the 
Loans and the Loan Documents.  Lender perfected its security interests in the Collateral by, 
among other things, filing UCC-1 Financing Statements (the “Financing Statements”) with the 
California Secretary of State. 

B. Pursuant to written Commercial Guaranties (the “Guaranties”, and collectively 
with all promissory notes, loan agreements, security agreements change in terms agreements, the 
Financing Statements, and any and all other documents related to or in connection with the 
Loans, the “Loan Documents”), Guarantor guaranteed repayment of the Loans and performance 
of Borrower’s other obligations under the Loan Documents. 

C. Obligors are in default under the Loan Documents in that, among other things 
(collectively, the “Existing Defaults”): (i) Borrower did not furnish Lender with CPA-audited 
financial statements for 2016 on or before 180 days after December 31, 2016, and has yet to 
furnish them to Lender, (ii) Borrower violated the Minimum Effective Tangible Net Worth 
covenant at December 31, 2016, in that Borrower had only a tangible net worth of $4,371,000, 
against a requirement of $9,000,000, and (iii) Borrower violated the Maximum Debt to Effective 
Tangible Net Worth covenant at December 31, 2016, in that Borrower’s ratio was 3.7:1.0 against 
a maximum of 3.0:1.0.  On September 14, 2017, Lender sent to Obligors in the manner provided 
for under the Loan Documents a Notice of Events of Default, Reduction of Commitment, 
Acceleration of Loans, and Imposition of Default Rate (the “Notice of Default”).  Pursuant to the 
Notice of Default, Lender, among other things: 

 i. Notified Obligors of the Existing Defaults; 

 ii. Notified Obligors that Borrower is not entitled to any further Advances 
under the Loans or Loan Documents; 

 iii. Reduced the commitment and clause 1 of the Borrowing Base under the 
Revolver to $2,105,317.00;  

 iv. Accelerated the Loans and declared all obligations under the Loans and 
the Loan Documents immediately due and payable; and 
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 v. Imposed the Default Rate Margin on the Loans. 

D. Based on the Notice of Default: (i) Borrower has no availability under the Loans 
and is not entitled to any further Advances under the Loans or the Loan Documents, (ii) the 
Loans are immediately due and payable, and (iii) the Default Rate Margin on the Loans is in 
effect.  On September 22, 2017, Lender and Obligors entered into a letter agreement (“First 
Letter Agreement”) pursuant to which, among other things, (i) Lender reinstated the commitment 
and clause 1 of the Borrowing Base under the Revolver to $5,000,000.00 (which is the current 
commitment), (ii) Lender made an Advance to Borrower of $1,400,000.00, (iii) Obligors agreed 
that Borrower would repay the Obligations (defined below) in full within sixty (60) days, and 
(iv) Lender and Obligors would enter into a comprehensive and more formal forbearance 
agreement consistent with the terms of the First Letter Agreement. 

E. Lender and Obligors have not entered into a comprehensive and more formal 
forbearance agreement, and Obligors did not repay the Obligations (defined below) in full within 
sixty (60) days.  On November 17, 2017, Lender and Obligors entered into another letter 
agreement containing a Summary of Indicative Terms and Conditions (“Second Letter 
Agreement”) pursuant to which, among other things, (i) Borrower would pay down the Revolver 
by $1,000,000.00 on or about November 17, 2017 (the “Revolver Paydown”), and (ii) Lender 
and the Obligors would enter into a comprehensive forbearance agreement containing the terms 
in the Second Letter Agreement.  Borrower has made the Revolver Paydown, which Lender is 
holding in suspense.  This Agreement is the comprehensive forbearance agreement. 

F. The unpaid balance under the Revolver (prior to applying the Revolver Paydown) 
includes principal of $3,505,317.  The unpaid balance under the Term Loan includes principal of 
$2,655,775.26.  The foregoing unpaid principal amounts under the Revolver and the Term Loan, 
together with contractual interest thereon (including Default Rate Margin interest from and after 
September 14, 2017), Lenders’ attorneys’ fees and costs, and other charges and costs as set forth 
in the Loan Documents are collectively referred to as the “Monetary Obligations”, and 
collectively with all other obligations under the Loan Documents, the “Obligations”. 

G. Obligors have agreed to seek third party financing or other means to pay off the 
Loans and the Monetary Obligations on or before April 30, 2018.  Obligors have requested that 
Lender forbear from exercising Lender’s rights and remedies against Obligors while Obligors 
seek third party take-out financing or other means to pay off the Loans and the Monetary 
Obligations.  Notwithstanding that Borrower is not entitled to any further Advances and Lender 
is entitled to exercise its rights and remedies, Lender is willing to forbear from exercising its 
rights and remedies for the term and on the terms and conditions set forth in this Agreement. 

NOW, THEREFORE, THE PARTIES AGREE AS FOLLOWS: 

1. Incorporation of Recitals.  The Parties incorporate by reference Recitals A through G, 
inclusive, above, and agree that such Recitals and true and correct. 

2. Acknowledgment of Debt and Existing Defaults.  Obligors acknowledge that: (i) the 
Existing Defaults have occurred and presently exist and are continuing under the Loan 
Documents, and are material; (ii) the Loans are immediately due and payable in full, and the 
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Monetary Obligations are due and owing from Borrower to Lender, guaranteed by Guarantor, 
under the Loan Documents without any defense, offset or counterclaim of any kind; (iii) Lender 
is not obligated to make any additional loans or other extensions of credit or Advances to 
Borrower, under the Loan Documents or otherwise, and (iv) the Default Rate Margin is properly 
in effect on the Loans.   

3. Deceleration of the Loans; New Maturity Date.  Effective upon execution of this 
Agreement, Lender decelerates the Loans.  The new Maturity Date of the Loans is April 30, 
2018. 

4. Terms of Further Advances Under the Revolver.  Obligors acknowledge and agree that (i) 
clause 2 of the Borrowing Base shall remain as currently constituted, (ii) the commitment under 
clause 1 of the Borrowing Base is modified to reflect a new amount of $3,500,000.00, and (iii) 
Borrower shall be entitled to obtain additional Advances, if any, under the Revolver only in 
accordance with the terms of the Loan Documents as modified by this Agreement, (a) including 
the $3,500,000.00 commitment under clause 1 of the Borrowing Base and the existing formula 
under clause 2 of the Borrowing Base, and (b) only if there are no Additional Defaults (as 
defined below). 

5. Payments by Borrower; Application of the Revolver Paydown; Default Rate Margin 
Interest.  Upon execution of this Agreement, (ii) Borrower shall pay Lender all accrued and 
unpaid non-Default Rate Margin interest in the amount of $_______, and (ii) Lender shall apply 
the Revolver Paydown to reduce the balance of the Revolver in Lender’s sole and absolute 
discretion as to principal, interest and charges.  Borrower shall continue to make principal and 
interest payments to Lender as required under the Loan Documents; provided that while Default 
Rate Margin interest shall continue to accrue, (i) Default Rate Margin interest accrued between 
September 14, 2017 and the date of this Agreement shall be paid upon the earlier to occur of (a) 
indefeasible repayment in full of the Obligations, or (b) the end of the Forbearance Period 
(defined below), whether by expiration or earlier termination, (ii) if the Obligations are 
indefeasibly repaid in full on or before January 31, 2018, all Default Rate Margin interest 
incurred between the date of this Agreement and repayment of the Obligations shall be forgiven, 
(iii) if the Obligations are indefeasibly repaid in full between February 1, 2018 and March 31, 
2018, fifty percent (50%) of Default Rate Margin interest incurred between the date of this 
Agreement and repayment of the Obligations shall be forgiven and the remaining fifty percent 
(50%) shall be paid concurrent with repayment of the Obligations, and (iv) if the Obligations are 
indefeasibly repaid in full after March 31, 2018, all Default Rate Margin interest incurred after 
the date of this Agreement shall be paid upon the earlier to occur of (a) indefeasible repayment in 
full of the Obligations, or (b) the end of the Forbearance Period (defined below), whether by 
expiration or earlier termination,.  Obligors acknowledge and agree that Lender’s acceptance of 
such payments shall not adversely impact in any manner any of Lender’s rights and remedies, 
including without limitation, Obligors’ responsibility and liability for all Obligations.   

6. Milestone and Related Covenants.  Obligors covenant and agree that (i) Obligors shall 
share with and provide to Lender within one (1) week of receipt by Obligors, expressions of 
interest, letters of intent, term sheets, offers and other materials submitted by parties interested in 
investing equity in Obligors, purchasing Obligors’ business or assets, or providing takeout 
financing (collectively, “Interested Parties”), (ii) on or before February 15, 2018, Borrower shall 
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have received and provided to Lender at least one (1) letter of intent from Interested Parties that 
if consummated would result in a payoff and satisfaction of the Obligations in full (a 
“Transaction”), (iii) on or before March 15, 2018, Borrower shall have entered into and provided 
to Lender at least one (1) term sheet for a Transaction executed by Borrower and an Interested 
Party, (iv) beginning the week of March 15, 2018, and continuing through the expiration or 
earlier termination of the Forbearance Period, Obligors shall have weekly calls with Lender to 
update Lender and discuss Borrowers’ efforts to effectuate a Transaction, and (v) on or before 
the expiration or earlier termination of the Forbearance Period, a Transaction shall have closed 
and the Obligations to Lender shall have been indefeasibly satisfied in full from the proceeds of 
the Transaction (collectively, (i), (ii), (iii), (iv) and (v) in this Section 6 shall be referred to as the 
“Milestone Covenants”). 

7. Additional Covenants.  In addition to the Obligations, Obligors shall have the following 
additional covenants: (i) irrespective of whether Borrower requests additional Advances, 
Borrower shall provide Borrowing Base reports on a bi-weekly basis on Tuesday of each week 
commencing the first Tuesday after execution of this Agreement, (ii) Borrower shall provide 
Lender updated rolling 13-week budget projections of cash receipts and expenses every Tuesday 
commencing with the first Tuesday after execution of this Agreement, (iii) Borrower shall 
provide Lender by Tuesday of each week, a variance analysis comparing actual versus 
forecasted/projected results for the week prior, (iv) Borrower shall immediately provide Lender 
and its internal and outside agents access to the Collateral to conduct, at one or more times, an 
examination and audit of the Collateral (including Borrower’s books and records), including 
without limitation (a) verification and analysis of Borrower’s accounts receivable, and (b) an 
appraisal (whether in person, desktop, or a combination of both), verification and other analyses 
of Borrower’s inventory, (v) Borrower shall provide Lender within seven (7) days after the date 
of this Agreement, a current accounts payable aging report, broken down by vendor, amount and 
age, updated upon request, (vi) Borrower shall provide Lender within seven (7) days after the 
date of this Agreement, a current accounts receivable aging report, broken down by account 
debtor, amounts, and age, updated upon request, (vii) Borrower shall provide Lender within 
seven (7) days after the date of this Agreement, a current inventory report in a form reasonably 
acceptable to Lender, (viii)  Borrower shall Provide Lender, on or before December 15, 2017, 
Borrower’s September 30, 2017 quarterly financial statements, and (ix) Guarantor shall provide 
to Lender, on or before December 15, 2017, personal financial statements for Guarantor dated no 
earlier than September 30, 2017. 

8. Forbearance by Lender.  Provided no "Additional Default" (as defined in Section 9 
herein) has occurred, Lender shall forbear through and including April 30, 2018 from exercising 
its rights and remedies under the Loan Documents with respect to the Existing Defaults (the 
"Forbearance Period"); provided that during the Forbearance Period, Default Rate Margin 
interest shall continue to accrue; provided further that upon the occurrence of an Additional 
Default before the expiration of the Forbearance Period, the Forbearance Period shall terminate 
immediately.  Upon the expiration or earlier termination of the Forbearance Period, Lender shall 
have no further duty to forbear under this Agreement. 

9. "Additional Default."  As used in this Agreement, "Additional Default" means any of the 
following:  (i) any new default or Event of Default under any of the Loan Documents, as 
modified by this Agreement, (ii) any default or breach of any provision of this Agreement, or 
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(iii) anyone files a lawsuit, or asserts a claim, against any Obligor, or obtains an attachment or 
writ of possession or lien, against any property of any Obligor, or obtains a judgment against any 
Obligor.  Without limiting any other provision of this Agreement, Lender may, in its sole and 
absolute discretion, waive an Additional Default, but only in a specific written waiver signed by 
Lender, and no such waiver shall imply or constitute an agreement on the part of Lender to waive 
any other Additional Defaults, whether or not similar to the Additional Default waived. 

10. No Waiver of Existing Defaults.  In entering into this Agreement, and notwithstanding 
Lender’s agreement to forbear as set forth in Section 8 above and the deceleration and extension 
of maturity of the Loans set forth in Section 3 above, Lender is not waiving the Existing Defaults 
or any rights or remedies in connection therewith, all of which are expressly reserved.  Upon the 
expiration or earlier termination of the Forbearance Period, Lender may, at its option, exercise 
any and all rights or remedies to enforce or collect on the Loans without further notice. 

11. Consequences of Additional Default or Expiration or Earlier Termination of Forbearance 
Period.  In addition to, and without limiting, Lender’s rights and remedies upon expiration or 
early termination of the Forbearance Period, Obligors hereby stipulate that: (i) if Borrower fails 
to comply with Milestone Covenant 6(iii), Borrower shall engage at Borrower’s cost a financial 
advisor acceptable to Lender on or before March 22, 2018, and (ii) upon the occurrence of an 
Additional Default (other than the failure to comply with Milestone Covenant 6(iii), but 
including without limitation the failure to comply with any other Milestone Covenant, the 
obligation to engage a financial advisor, or any other breach of the Loan Documents as modified 
by this Agreement or this Agreement), or the expiration or earlier termination of the Forbearance 
Period without Obligors having fully satisfied the Monetary Obligations, at Lender’s election a 
receiver shall be appointed ex parte by the Court (defined in Section 15.10.2 below) over 
Borrower, Borrower’s operations and Borrower’s assets to, among other things, administer 
Borrower’s assets and operations and monetize Borrower’s assets. 

12. Forbearance Fee.  As consideration for Lender entering into this Agreement, Borrower 
shall pay Lender a forbearance fee of $75,000 (the “Forbearance Fee”).  The Forbearance Fee is 
earned upon execution of this Agreement.  The Forbearance Fee shall be paid to Lender upon the 
expiration or earlier termination of the Forbearance Period; provided that the Forbearance Fee 
shall be waived if Borrower indefeasibly repays the Obligations in full on or prior to the 
expiration or earlier termination of the Forbearance Period. 

13. General Release. 

13.1 General Release.  In consideration for Lender entering into this Agreement, each 
Obligor hereby irrevocably releases and forever discharges Lender, and Lender’s successors, 
assigns, agents, shareholders, directors, officers, employees, agents, attorneys, parent 
corporations, subsidiary corporations, affiliated corporations, affiliates, participants, and each of 
them, from any and all claims, debts, liabilities, demands, obligations, costs, expenses, actions 
and causes of action, of every nature and description, known and unknown, which any Obligor 
now has or at any time may hold, by reason of any matter, cause or thing occurred, done, omitted 
or suffered to be done prior to the date of this Agreement (collectively, "Released Claims").  
Obligors hereby irrevocably waive the benefits of California Civil Code Section 1542 which 
provides:  "A general release does not extend to claims which the creditor does not know or 
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suspect to exist in his or her favor at the time of executing the release, which if known by him or 
her must have materially affected his or her settlement with the debtor."  This release is fully 
effective on the date hereof. 

13.2 Additional Waivers.  Each Obligor irrevocably waives and affirmatively agrees 
not to allege or otherwise pursue any and all defenses, affirmative defenses, counterclaims, 
claims, causes of action, set-offs or other rights that they may have relating to the Loans, the  
Obligations or the Loan Documents, including (but not limited to) any right to contest the 
Existing Defaults, any Events of Default which have been declared or could have been declared 
by Lender at the date hereof, any provision of the Loan Documents, and any acts or omissions of 
Lender in connection with the Loan Documents.  Each Obligor acknowledges and agrees to the 
continuing authenticity and enforceability of the Loan Documents and ratifies and confirms the 
Loan Documents (including in the case of Guarantor, the Guaranties) in their entirety, and agrees 
that the Loan Documents (as modified herein) shall remain in full force and effect until all 
Obligations and other obligations under the Loan Documents have been paid and performed in 
full. 

13.3 No Prior Assignments.  Each Obligor represents and warrants that it has not 
assigned to any person, partnership, corporation, or other entity any Released Claim.  In the 
event that the foregoing representation and warranty is, or is purported to be, untrue, then 
Obligors agree to indemnify and hold harmless Lender against, and to pay, any and all actions, 
demands, obligations, causes of action, decrees, awards, claims, liabilities, losses and costs, 
including but not limited to reasonable expenses of investigation, reasonable attorneys' fees of 
counsel of Lender's choice and reasonable costs, which Lender may sustain or incur as a result of 
the breach or purported breach of the foregoing representation and warranty. 

14. Bankruptcy Related Waivers.  IN THE EVENT OF ANY VOLUNTARY OR 
INVOLUNTARY BANKRUPTCY, REORGANIZATION, OR OTHER INSOLVENCY 
PROCEEDING WITH RESPECT TO ANY OBLIGOR, OR ANY VOLUNTARY OR 
INVOLUNTARY DISSOLUTION PROCEEDING WITH RESPECT TO ANY 
OBLIGOR, OBLIGORS IRREVOCABLY WAIVE ANY RIGHT TO OPPOSE ANY 
MOTION BY LENDER FOR RELIEF FROM THE AUTOMATIC STAY PROVIDED 
BY SECTION 362 OF THE BANKRUPTCY CODE OR ANY OTHER SIMILAR 
PROVISION OF APPLICABLE LAW, AND OBLIGORS AGREE TO CONSENT TO 
ANY SUCH MOTION, AND NOT TO OPPOSE ANY SUCH MOTION, IN ANY 
MANNER, DIRECTLY OR INDIRECTLY.  FURTHER, OBLIGORS WAIVE ANY 
RIGHT TO USE, AND AGREE NOT TO USE, AND NOT TO SEEK AN ORDER 
PERMITTING THE USE OF, ANY OF LENDER’S COLLATERAL (INCLUDING 
WITHOUT LIMITATION ANY CASH COLLATERAL) IN ANY SUCH PROCEEDING, 
WHETHER UNDER SECTION 363 OF THE BANKRUPTCY CODE OR ANY OTHER 
PROVISION OF APPLICABLE LAW.  FURTHER, OBLIGORS IRREVOCABLY 
WAIVE ANY RIGHT TO OPPOSE, AND AGREE NOT TO OPPOSE, ANY MOTION 
BY LENDER FOR ADEQUATE PROTECTION OF ANY OF LENDER’S INTERESTS 
IN THE COLLATERAL.  FURTHER, OBLIGORS IRREVOCABLY WAIVE ANY 
RIGHT TO RECOVER ANY COSTS OR EXPENSES OF PRESERVING OR 
DISPOSING OF ANY OF THE COLLATERAL, AND AGREE NOT TO SEEK 
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APPROVAL OF ANY SUCH RECOVERY, WHETHER UNDER SECTION 506(c) OF 
THE BANKRUPTCY CODE OR ANY OTHER PROVISION OF APPLICABLE LAW. 

15. General Provisions. 

15.1 Integration; Amendment.  This Agreement and the Loan Documents set forth in 
full the terms of agreement between the Parties with respect to the indebtedness under the Loan 
Documents and are intended as the full, complete and exclusive contract governing the 
relationship between the Parties.  This Agreement and the Loan Documents supersede all other 
discussions, promises, representations, warranties, agreements and understandings between the 
Parties with respect to the indebtedness under the Loan Documents. Obligors acknowledge and 
agree that no promise or agreement of any kind or nature not expressed herein has been 
made to any Obligor by or on behalf of Lender.  All of the Obligations and the Loan 
Documents and all terms and provisions thereof shall continue in full force and effect and the 
same are hereby ratified and confirmed.  This Agreement may not be modified or amended, nor 
may any rights hereunder be waived, except in a writing signed by the party against whom 
enforcement of the modification, amendment or waiver is sought. Nothing herein limits any of 
the covenants, agreements, representations or warranties made by Obligors under the Loan 
Documents.  Only to the extent that the Loan Documents and this Agreement conflict, this 
Agreement shall control. 

______________________    _______________________ 
Borrower’s Officers Initials    Guarantor’s Initials 
 

15.2 Investigation.  Each of the Parties acknowledges that it and its counsel have had 
an adequate opportunity to make whatever investigation or inquiry they may deem necessary or 
desirable in connection with the subject matter of this Agreement prior to the execution hereof 
and the delivery and acceptance of the consideration specified herein.  Each party acknowledges 
that (i) each has been represented by independent counsel of its own choice throughout all of the 
negotiations which preceded the execution of this Agreement or has had the opportunity to do so 
and elected not to do so, (ii) to the extent that such party has consulted legal counsel, such party 
has executed this Agreement with the consent and on the advice of such independent legal 
counsel, and (iii) each has executed this Agreement voluntarily and knowingly. 

15.3 Waivers. Any waiver by Lender of any condition in, or breach of, this Agreement 
or the Loan Documents in a particular instance shall be only made by a specific written waiver 
signed by a duly authorized officer of Lender, and any such waiver shall not operate as a waiver 
of other or subsequent conditions or breaches of the same or a different kind.  Lender's exercise 
or failure to exercise any rights under this Agreement or the Note in a particular instance shall 
not operate as a waiver of its right to exercise the same or different rights in subsequent 
instances. 

15.4 Binding Effect.  This Agreement shall be binding upon and shall inure to the 
benefit of the Parties hereto and their respective heirs, personal representatives, successors and 
assigns, provided, however, that Obligors may not assign or transfer any rights hereunder 
without the prior written consent of Lender. 
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15.5 Costs and Expenses.  Obligors shall reimburse Lender for all of the reasonable 
costs, fees and expenses (including without limitation reasonable attorneys fees) which Lender 
has incurred or hereafter incurs in connection with the negotiation, drafting or enforcement of 
this Agreement or the Loan Documents, or otherwise in connection with this Agreement or the 
Loan Documents, whether or not there is any litigation between the Parties hereto. 

15.6 No Third Party Beneficiaries.  This Agreement does not create, and shall not be 
construed as creating, any rights enforceable by any person not a party to this Agreement. 

15.7 Separability.  If any provision of this Agreement is held by a court of competent 
jurisdiction to be invalid, illegal or unenforceable, the remaining provisions of this Agreement 
shall nevertheless remain in full force and effect. 

15.8 Time of the Essence.  Time is of the essence of each of the obligations of the 
Parties under, and each of the provisions of, this Agreement. 

15.9 Headings; Counterparts.  The headings in this Agreement are solely for 
convenience and shall be given no effect in the construction or interpretation of this Agreement.  
This Agreement may be executed in any number of counterparts, which together shall constitute 
one and the same agreement.  Facsimile or email signatures shall be acceptable in lieu of original 
signatures. 

15.10 Governing Law; Forum Selection; Judicial Reference.   

15.10.1 This Agreement is being entered into in the State of California.  
This Agreement shall be governed by the laws of the State of California.   

15.10.2 As a material part of the consideration to the Parties for entering 
into this Agreement, with the exception of the items specified in clause 13.10.3 below, any 
controversy, dispute or claim (each, a "Claim") between the parties arising out of or relating to 
this Agreement or any of the Loan Documents, will be resolved by a reference proceeding in 
California in accordance with the provisions of Sections 638 et seq. of the California Code of 
Civil Procedure ("CCP"), or their successor sections, which shall constitute the exclusive remedy 
for the resolution of any Claim, including whether the Claim is subject to the reference 
proceeding.  Each Party (1) agrees that, at the option of Lender, all actions and proceedings 
based upon, arising out of or relating in any way directly or indirectly to, this Agreement or the 
Loan Documents shall be litigated exclusively in courts located within Los Angeles County or 
Orange County, California (the “Court”), (2) consents to the jurisdiction of any such Court and 
consents to the service of process in any such action or proceeding by personal delivery, first-
class mail, or any other method permitted by law, and (3) waives any and all rights to transfer or 
change the venue of any such action or proceeding to any court located outside Los Angeles 
County or Orange County, California. 

15.10.3 The matters that shall not be subject to a reference are the 
following: (i) nonjudicial foreclosure of any security interests in real or personal property, 
(ii) exercise of  self-help remedies (including without limitation, set-off), (iii) appointment of a 
receiver and (iv) temporary, provisional or ancillary remedies (including, without limitation, 
writs of attachment, writs of possession, temporary restraining orders or preliminary injunctions). 
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This reference provision does not limit the right of any party to exercise or oppose any of the 
rights and remedies described in clauses (i) and (ii) or to seek or oppose from a court of 
competent jurisdiction any of the items described in clauses (iii) and (iv), except that under the 
circumstances that Lender seeks to obtain the appointment of a receiver under Section 11 of this 
Agreement, Obligors shall not be entitled to oppose the appointment of a receiver. The exercise 
of, or opposition to, any of those items does not waive the right of any party to a reference 
pursuant to this reference provision as provided herein. 

15.10.4 The referee shall be a retired judge or justice selected by mutual 
written agreement of the Parties. If the Parties do not agree within ten (10) days of a written 
request to do so by any Party, then, upon request of any Party, the referee shall be selected by the 
Presiding Judge of the Court (or his or her representative). A request for appointment of a referee 
may be heard on an ex parte or expedited basis, and the Parties agree that irreparable harm would 
result if ex parte relief is not granted. Pursuant to CCP § 170.6, each party shall have one 
peremptory challenge to the referee selected by the Presiding Judge of the Court (or his or her 
representative). 

15.10.5 The Parties agree that time is of the essence in conducting the 
reference proceedings. Accordingly, the referee shall be requested, subject to change in the time 
periods specified herein for good cause shown, to (i) set the matter for a status and trial-setting 
conference within thirty (30) days after the date of selection of the referee, (ii) if practicable, try 
all issues of law or fact within one hundred eighty (180) days after the date of the conference and 
(iii) report a statement of decision within twenty (20) days after the matter has been submitted 
for decision. 

15.10.6 The referee will have power to expand or limit the amount and 
duration of discovery. The referee may set or extend discovery deadlines or cutoffs for good 
cause, including a Party's failure to provide requested discovery for any reason whatsoever. 
Unless otherwise ordered based upon good cause shown, no Party shall be entitled to "priority" 
in conducting discovery, depositions may be taken by either party upon seven (7) days written 
notice, and all other discovery shall be responded to within fifteen (15) days after service. All 
disputes relating to discovery which cannot be resolved by the Parties shall be submitted to the 
referee whose decision shall be final and binding. 

15.10.7 Except as expressly set forth herein, the referee shall determine the 
manner in which the reference proceeding is conducted including the time and place of hearings, 
the order of presentation of evidence, and all other questions that arise with respect to the course 
of the reference proceeding. All proceedings and hearings conducted before the referee, except 
for trial, shall be conducted without a court reporter, except that when any party so requests, a 
court reporter will be used at any hearing conducted before the referee, and the referee shall be 
provided a courtesy copy of the transcript. The party making such a request shall have the 
obligation to arrange for and pay the court reporter. Subject to the referee's power to award costs 
to the prevailing party, the parties will equally share the cost of the referee and the court reporter 
at trial. 

15.10.8 The referee shall be required to determine all issues in accordance 
with existing case law and the statutory laws of the State of California. The rules of evidence 
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applicable to proceedings at law in the State of California will be applicable to the reference 
proceeding. The referee shall be empowered to enter equitable as well as legal relief, enter 
equitable orders that will be binding on the parties and rule on any motion which would be 
authorized in a court proceeding, including without limitation motions for summary judgment or 
summary adjudication. The referee shall issue a decision at the close of the reference proceeding 
which disposes of all claims of the parties that are the subject of the reference. Pursuant to 
CCP § 644, such decision shall be entered by the Court as a judgment or an order in the same 
manner as if the action had been tried by the Court and any such decision will be final, binding 
and conclusive. The parties reserve the right to appeal from the final judgment or order or from 
any appealable decision or order entered by the referee. The parties reserve the right to findings 
of fact, conclusions of laws, a written statement of decision, and the right to move for a new trial 
or a different judgment, which new trial, if granted, is also to be a reference proceeding under 
this provision. 

15.10.9 If the enabling legislation which provides for appointment of a 
referee is repealed (and no successor statute is enacted), any dispute between the parties that 
would otherwise be determined by reference procedure will be resolved and determined by 
arbitration. The arbitration will be conducted by a retired judge or justice, in accordance with the 
California Arbitration Act §1280 through § 1294.2 of the CCP as amended from time to time. 
The limitations with respect to discovery set forth above shall apply to any such arbitration 
proceeding. 

15.10.10 THE PARTIES RECOGNIZE AND AGREE THAT ALL 
CONTROVERSIES, DISPUTES AND CLAIMS RESOLVED UNDER THIS REFERENCE 
PROVISION WILL BE DECIDED BY A REFEREE AND NOT BY A JURY. AFTER 
CONSULTING (OR HAVING HAD THE OPPORTUNITY TO CONSULT) WITH COUNSEL 
OF ITS, HIS OR HER OWN CHOICE, EACH PARTY KNOWINGLY AND VOLUNTARILY, 
AND FOR THE MUTUAL BENEFIT OF ALL PARTIES, AGREES THAT THIS 
REFERENCE PROVISION WILL APPLY TO ANY CONTROVERSY, DISPUTE OR CLAIM 
BETWEEN OR AMONG THEM ARISING OUT OF OR IN ANY WAY RELATED TO, THIS 
AGREEMENT OR THE LOAN DOCUMENTS. 

16. Opportunity to Consult Counsel.  Obligors acknowledge that Lender advised Obligors 
prior to executing this Agreement that Obligors should consult with counsel regarding this 
Agreement.  Obligors further acknowledge that Obligors were provided with the opportunity to 
consult counsel and to make modifications to this Agreement.  Borrower and Guarantor have 
executed this Agreement of Borrower's and Guarantor’s own free will.   

Lender: 

__________ BANK 
By       

Title       

Borrower: 

____________ CORPORATION 
By       

Title       

Guarantor  
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