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PART I: FINANCIAL INFORMATION

Item  1.
Sun Hydraulics Corporation
Consolidated Balance Sheets
(in thousands, except share data)
 

 September 28, 2013  
December 29, 2012

 (unaudited)  
Assets    
Current assets:    

Cash and cash equivalents $ 46,490  $ 34,478
Restricted cash 328  329
Accounts receivable, net of allowance for doubtful accounts of $132 and $124 18,273  13,754
Inventories 12,778  12,559
Income taxes receivable —  728
Deferred income taxes 440  248
Short-term investments 40,644  37,700
Other current assets 3,174  2,649
Total current assets 122,127  102,445

Property, plant and equipment, net 74,105  64,672
Goodwill 5,188  4,472
Other assets 3,602  3,532

Total assets $ 205,022  $ 175,121
Liabilities and shareholders’ equity    
Current liabilities:    

Accounts payable $ 5,721  $ 4,606
Accrued expenses and other liabilities 6,067  7,641
Income taxes payable 679  —
Dividends payable 2,363  —
Total current liabilities 14,830  12,247

Deferred income taxes 7,399  7,230
Other noncurrent liabilities 392  371

Total liabilities 22,621  19,848
Commitments and contingencies —  —
Shareholders’ equity:    

Preferred stock, 2,000,000 shares authorized, par value $0.001, no shares outstanding —  —
Common stock, 40,000,000 shares authorized, par value $0.001, 26,250,999 and
26,094,580 shares outstanding 26  26
Capital in excess of par value 63,956  57,402
Retained earnings 117,447  97,242
Accumulated other comprehensive income (loss) 972  603
Total shareholders’ equity 182,401  155,273
Total liabilities and shareholders’ equity $ 205,022  $ 175,121

The accompanying Notes to the Consolidated, Unaudited Financial Statements are an integral part of these financial statements.
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Sun Hydraulics Corporation
Consolidated Statements of Operations
(in thousands, except per share data)
 

 Three months ended
 September 28, 2013  September 29, 2012
 (unaudited)  (unaudited)
Net sales $ 49,369  $ 48,825
Cost of sales 29,755  29,428
Gross profit 19,614  19,397
Selling, engineering and administrative expenses 6,540  6,202
Operating income 13,074  13,195
Interest (income) expense, net (272)  (406)
Foreign currency transaction (gain) loss, net 82  2
Miscellaneous (income) expense, net 470  6
Income before income taxes 12,794  13,593
Income tax provision 4,519  4,758
Net income $ 8,275  $ 8,835
Basic net income per common share $ 0.32  $ 0.34
Weighted average basic shares outstanding 26,247  25,989
Diluted net income per common share $ 0.32  $ 0.34
Weighted average diluted shares outstanding 26,247  25,999
Dividends declared per share $ 0.090  $ 0.090

The accompanying Notes to the Consolidated, Unaudited Financial Statements are an integral part of these financial statements.
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Sun Hydraulics Corporation
Consolidated Statements of Operations
(in thousands, except per share data)
 

 
Nine months ended
September 28, 2013  

Nine Months Ended
September 29, 2012

    
 (unaudited)  (unaudited)
Net sales $ 156,218  $ 161,131
Cost of sales 92,699  96,546
Gross profit 63,519  64,585
Selling, engineering and administrative expenses 19,752  19,662
Operating income 43,767  44,923
Interest (income) expense, net (709)  (1,041)
Foreign currency transaction (gain) loss, net (68)  (75)
Miscellaneous (income) expense, net 80  (158)
Income before income taxes 44,464  46,197
Income tax provision 14,824  15,493
Net income $ 29,640  $ 30,704
Basic net income per common share $ 1.13  $ 1.19
Weighted average basic shares outstanding 26,206  25,904
Diluted net income per common share $ 1.13  $ 1.18
Weighted average diluted shares outstanding 26,206  25,937
Dividends declared per share $ 0.360  $ 0.390

 

 

The accompanying Notes to the Consolidated, Unaudited Financial Statements are an integral part of these financial statements.
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Sun Hydraulics Corporation
Consolidated Statements of Comprehensive Income (Loss) (unaudited)
(in thousands)
 

 Three months ended  Nine months ended
 September 28, 2013  September 29, 2012  September 28, 2013  September 29, 2012
 (unaudited)  (unaudited)  (unaudited)  (unaudited)
Net income $ 8,275  $ 8,835  $ 29,640  $ 30,704
Other comprehensive income (loss)       

Foreign currency translation adjustments 3,092  1,364  562  1,032
Unrealized gain (loss) on available-for-sale securities 31  200  (193)  317

Total other comprehensive income (loss) 3,123  1,564  369  1,349
Comprehensive income $ 11,398  $ 10,399  $ 30,009  $ 32,053

The accompanying Notes to the Consolidated, Unaudited Financial Statements are an integral part of these financial statements.
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Sun Hydraulics Corporation
Consolidated Statement of Changes in Shareholders’ Equity (unaudited)
(in thousands)
 

 
Preferred

shares  
Preferred

stock  
Common

shares  
Common

stock  

Capital in
excess of
par value  

Retained
earnings  

Accumulated
other

comprehensive
income  Total

Balance, December 29,
2012

—
 

$ —
 

26,095
 

$ 26
 

$ 57,402
 

$ 97,242
 

$ 603
 

$ 155,273

Shares issued, other comp   23       —
Shares issued, ESPP   27   651    651
Shares issued, shared
distribution   

106
  

3,486
   

3,486

Stock-based
compensation     

2,417
   

2,417

Dividends declared      (9,435)   (9,435)
Net income      29,640   29,640
Other comprehensive
income (loss)       

369
 

369

Balance, September 28,
2013

—
 

$ —
 

26,251
 

$ 26
 

$ 63,956
 

$ 117,447
 

$ 972
 

$ 182,401

The accompanying Notes to the Consolidated, Unaudited Financial Statements are an integral part of these financial statements.
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Sun Hydraulics Corporation
Consolidated Statements of Cash Flows
(in thousands)

 Nine months ended

 
September 28,

2013  
September 29,

2012
 (unaudited)  (unaudited)
Cash flows from operating activities:    
Net income $ 29,640  $ 30,704
Adjustments to reconcile net income to net cash provided by operating activities:    
Depreciation and amortization 5,393  5,353
(Gain)Loss on disposal of assets 324  84
Gain on investment in business (528)  —
Provision for deferred income taxes (23)  4
Allowance for doubtful accounts 8  44
Stock-based compensation expense 2,124  1,639
(Increase) decrease in, net of assets acquired:    

Accounts receivable (4,514)  (2,119)
Inventories (151)  (147)
Income taxes receivable 728  120
Other current assets (525)  (104)
Other assets 284  (92)

Increase (decrease) in, net of liabilities assumed:    
Accounts payable 1,115  65
Accrued expenses and other liabilities 2,206  3,722
Income taxes payable 679  1,047
Other noncurrent liabilities 21  (219)

Net cash provided by operating activities 36,781  40,101
Cash flows from investing activities:    
Investment in business, net of cash acquired (923)  —
Capital expenditures (14,569)  (6,703)
Proceeds from dispositions of equipment 70  56
Purchases of short-term investments (22,945)  (25,774)
Proceeds from sale of short-term investments 19,327  6,821
Net cash used in investing activities (19,040)  (25,600)
Cash flows from financing activities:    
Proceeds from stock issued 651  506
Dividends to shareholders (7,072)  (10,107)
Change in restricted cash 1  3
Net cash used in financing activities (6,420)  (9,598)
Effect of exchange rate changes on cash and cash equivalents 691  759
Net increase (decrease) in cash and cash equivalents 12,012  5,662
Cash and cash equivalents, beginning of period 34,478  45,080
Cash and cash equivalents, end of period $ 46,490  $ 50,742
Supplemental disclosure of cash flow information:    
Cash paid:    

Income taxes $ 13,440  $ 14,323
Supplemental disclosure of noncash transactions:    
Common stock issued for shared distribution through accrued expenses and other liabilities $ 3,486  $ 4,407
Common stock issued for deferred director’s compensation through other noncurrent liabilities $ 294  $ 930

The accompanying Notes to the Consolidated, Unaudited Financial Statements are an integral part of these financial statements.
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SUN HYDRAULICS CORPORATION
NOTES TO THE CONSOLIDATED, UNAUDITED FINANCIAL STATEMENTS

(Dollars in thousands except per share data)
 
1. BASIS OF PRESENTATION AND SUMMARY OF BUSINESS
Sun Hydraulics Corporation, and its wholly-owned subsidiaries, design, manufacture, and sell screw-in cartridge valves and manifolds used
in hydraulic systems. The Company has facilities in the United States, the United Kingdom, Germany, Korea, France, China, and India.
Sun Hydraulics Corporation (“Sun Hydraulics”), with its main offices located in Sarasota, Florida, designs, manufactures, and sells its
products primarily through distributors. Sun Hydraulik Holdings Limited (“Sun Holdings”), a wholly-owned subsidiary of Sun Hydraulics,
was formed to provide a holding company for the European market operations; its wholly-owned subsidiaries are Sun Hydraulics Limited
(a British corporation, “Sun Ltd.”) and Sun Hydraulik GmbH (a German corporation, “Sun GmbH”). Sun Ltd. operates a manufacturing
and distribution facility located in Coventry, England, and Sun GmbH operates a manufacturing and distribution facility located in
Erkelenz, Germany. Sun Hydraulics Korea Corporation (“Sun Korea”), a wholly-owned subsidiary of Sun Hydraulics, located in Inchon,
South Korea, operates a manufacturing and distribution facility. In 2012, Sun Korea acquired Seungwon Solutions Corporation
(“Seungwon”), also located in Inchon, South Korea, a component supplier to Sun Korea and third parties. Sun Hydraulics, SARL (“Sun
France”), a wholly-owned subsidiary of Sun Hydraulics was dissolved in November 2011. Concurrently, Sun Hydraulics opened a liaison
office in Bordeaux, France to service the French market. Sun Hydraulics established Sun Hydraulics China Co. Ltd, a representative office
in Shanghai in January 2011, to develop new business opportunities in the Chinese market. Sun Hydraulics (India) a liaison office in
Bangalore, India is used to develop new business opportunities in the Indian market. On September 27, 2011, Sun Hydraulics purchased
the outstanding shares of High Country Tek, Inc. (“HCT”) it did not already own. HCT, now a wholly-owned subsidiary of Sun Hydraulics,
is located in Nevada City, California, and designs and manufactures ruggedized electronic/hydraulic control solutions for mobile equipment
markets. WhiteOak Controls, Inc. (“WhiteOak”), a 40% equity method investment, located in Mediapolis, Iowa, designs and produces
complementary electronic control products. On April 1, 2013, Sun Hydraulics purchased the remaining 60% of WhiteOak, which was
merged into HCT (see note 7).

The accompanying unaudited interim consolidated financial statements have been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission for reporting on Form 10-Q. Accordingly, certain information and footnotes required by accounting
principles generally accepted in the United States of America for complete financial statements are not included herein. The financial
statements are prepared on a consistent basis (including normal recurring adjustments) and should be read in conjunction with the
consolidated financial statements and related notes contained in the Annual Report on Form 10-K for the fiscal year ended December 29,
2012, filed by Sun Hydraulics Corporation (together with its subsidiaries, the “Company”) with the Securities and Exchange Commission
on March 12, 2013. In Management’s opinion, all adjustments necessary for a fair presentation of the Company’s financial statements are
reflected in the interim periods presented. Operating results for the nine month period ended September 28, 2013, are not necessarily
indicative of the results that may be expected for the period ending December 28, 2013.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Earnings per share
The following table represents the computation of basic and diluted earnings per common share (in thousands, except per share data):
 

 Three Months Ended  Nine Months Ended
 September 28, 2013  September 29, 2012  September 28, 2013  September 29, 2012
Net income $ 8,275  $ 8,835  $ 29,640  $ 30,704
Weighted average basic shares outstanding 26,247  25,989  26,206  25,904
Basic net income per common share $ 0.32  $ 0.34  $ 1.13  $ 1.19
Effect of dilutive stock options —  10  —  32
Weighted average diluted shares outstanding 26,247  25,999  26,206  25,937
Diluted net income per common share $ 0.32  $ 0.34  $ 1.13  $ 1.18

9
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Reclassification
Certificates of deposit classified as cash in the prior period were reclassified to marketable securities to conform to the current year
presentation. Non-trade receivables classified as accounts receivable in the prior period were reclassified to other current assets to conform
to the current year presentation.

3. STOCK-BASED COMPENSATION
The Company’s 2006 Stock Option Plan (“2006 Plan”) provides for the grant of incentive stock options and nonqualified stock options for
the purchase of up to an aggregate of 1,125,000 shares of the Company’s common stock by officers, employees and directors of the
Company. Under the terms of the plan, incentive stock options may be granted to employees at an exercise price per share of not less than
the fair value per common share on the date of the grant (not less than 110% of the fair value in the case of holders of more than 10% of
the Company’s voting stock). Nonqualified stock options may be granted at the discretion of the Company’s Board of Directors. The
maximum term of an option may not exceed 10 years, and options become exercisable at such times and in such installments as determined
by the Board of Directors. No awards have been granted under the 2006 Plan.

The Company’s 2001 Restricted Stock Plan provides for the grant of restricted stock of up to an aggregate of 928,125 shares of the
Company’s common stock to officers, employees, consultants and directors of the Company. Under the terms of the plan, the minimum
period before any shares become non-forfeitable may not be less than six months. The 2001 Restricted Stock Plan expired in 2011 and was
replaced in September 2011 with the 2011 Equity Incentive Plan (“2011 Plan”). The 2011 Plan provides for the grant of up to an aggregate
of 1,000,000 shares of restricted stock, restricted share units, stock appreciation rights, dividend or dividend equivalent rights, stock awards
and other awards valued in whole or in part by reference to or otherwise based on the Company’s common stock, to officers, employees and
directors of the Company. The 2011 Plan was approved by the Company’s shareholders at the 2012 Annual Meeting. At September 28,
2013, 823,212 shares remained available to be issued through the 2011 Plan. Compensation cost is measured at the date of the grant and is
recognized in earnings over the period in which the shares vest. Restricted stock expense for the nine months ended September 28, 2013,
and September 29, 2012, totaled $1,557 and $1,176 respectively.

The following table summarizes restricted stock activity from December 29, 2012, through September 28, 2013:
 

 
Number
of shares  

Weighted
average

grant-date
fair value

Nonvested balance at December 29, 2012 169  25.81
Granted —  —
Vested —  —
Forfeitures —  —

Nonvested balance at September 28, 2013 169  —

The Company has $2,094 of total unrecognized compensation cost related to restricted stock awards granted under the two plans as of
September 28, 2013. That cost is expected to be recognized over a weighted average period of 0.89 years.

The Company maintains an Employee Stock Purchase Plan (“ESPP”), in which most employees are eligible to participate. Employees in
the United States who choose to participate are granted an opportunity to purchase common stock at 85 percent of market value on the first
or last day of the quarterly purchase period, whichever is lower. Employees in the United Kingdom, under a separate plan, are granted an
opportunity to purchase common stock at market value, on the first or last day of the quarterly purchase period, whichever is lower, with
the Company issuing one additional free share of common stock for each six shares purchased by the employee under the ESPP. The ESPP
authorizes the issuance, and the purchase by employees, of up to 1,096,875 shares of common stock through payroll deductions. No U.S.
employee is allowed to buy more than $25 of common stock in any year, based on the market value of the common stock at the beginning
of the purchase period, and no U.K. employee is allowed to buy more than the lesser of £1.5 or 10% of his or her annual salary in any year.
Employees purchased 27,060 shares at a weighted average price of $24.05, and 25,882 shares at a weighted average price of $19.55, under
the ESPP during the nine months ended September 28, 2013, and September 29, 2012, respectively. The Company recognized $142 and
$129 of compensation expense during the nine months ended September 28, 2013 and September 29, 2012, respectively. At September 28,
2013, 686,224 shares remained available to be issued through the ESPP and the U.K. plan.

10
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The Nonemployee Director Equity and Deferred Compensation Plan (the “Plan”) originally was adopted by the Board of Directors and
approved by the shareholders in 2004, and amended in 2008. Under the Plan, Directors who were not officers of the Company were paid
375 shares of Company common stock and $3 in cash fees for attendance at each meeting of the Board of Directors, as well as each
meeting of each Board Committee on which they served when the committee meeting was not held within one day of a meeting of the
Board of Directors. Committee Chairmen received additional fees equal to 25% of normal compensation and the Chairman of the Board
was paid twice the amount of normal compensation, with such additional compensation payable in Company common stock. Prior to
June 7, 2011, Directors were able to elect under the Plan to receive all or part of their cash fees in Company stock and to defer receipt of
their fees until a subsequent year. When so deferred, the shares of stock were converted to deferred stock units. Deferred stock units are
treated as liabilities. At September 28, 2013, there were zero deferred stock units outstanding. The Plan has now been terminated, and no
further issuance of shares will be made under the Plan.

In March 2012, the Board reviewed its non-employee director compensation policy and determined that compensating Directors solely in
Company stock would further align the interests of the Board and the shareholders. Accordingly, the Board of Directors adopted the Sun
Hydraulics Corporation 2012 Nonemployee Director Fees Plan (the “2012 Directors Plan”), which was approved by the shareholders of the
Company at its 2012 annual meeting.

Under the 2012 Directors Plan, as compensation for attendance at each Board meeting and each meeting of each committee of the Board on
which he or she serves when the committee meeting is not held within one day of a meeting of the Board, each Nonemployee Director will
be paid 500 shares of Common Stock. The Chairman’s fee is twice that of a regular director, and the fee for the chairs of each Board
committee is 125% that of a regular director. The Board has the authority to change from time to time, in any manner it deems desirable or
appropriate, the share compensation to be awarded to all or any one or more Nonemployee Directors, provided that, with limited
exceptions, such changes are subject to prior shareholder approval. The aggregate number of Shares which may be issued during any single
calendar year is limited to 25,000 Shares. The 2012 Directors Plan authorizes the issuance of up to 270,000 shares of common stock. At
September 28, 2013, 244,249 shares remained available for issuance under the 2012 Directors Plan.

Directors were granted 12,500 and 12,676 shares for the nine months ended September 28, 2013, and September 29, 2012, respectively.
The Company recognized director stock compensation expense of $432 and $349 for the nine months ended September 28, 2013, and
September 29, 2012, respectively.

4. RESTRICTED CASH
On September 28, 2013, the Company had restricted cash of $328. A restricted cash reserve for customs and excise taxes in the U.K.
operation was $48 at September 28, 2013. The restricted amount was calculated as an estimate of two months of customs and excise taxes
for items coming into the Company’s U.K. operations and is held with Lloyds TSB in the U.K. Restricted cash of $280 at September 28,
2013, represents the holdback of the purchase price associated with the acquisition of Seungwon on October 18, 2012.

5. INVENTORIES

 September 28, 2013  December 29,  2012
Raw materials $ 6,275  $ 5,564
Work in process 3,767  3,695
Finished goods 3,419  3,980
Provision for slow moving inventory (683)  (680)
Total $ 12,778  $ 12,559

6. GOODWILL AND INTANGIBLE ASSETS
A summary of changes in goodwill at September 28, 2013 is as follows:

Balance, December 29, 2012 $ 4,472
Acquisitions 726
Currency translation (10 )

Balance, September 28, 2013 $ 5,188

Goodwill is made up of amounts relating to the acquisitions of Sun Korea, HCT, Seungwon, and WhiteOak. Valuation models reflecting
the expected future cash flow projections are used to value reporting units. A valuation of the reporting unit at
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December 29, 2012, indicated that there was no impairment of the carrying value of the goodwill at Sun Korea. As of September 28, 2013,
no factors were identified that indicated impairment of the carrying value of goodwill. A valuation of the reporting unit at September 28,
2013 indicated that there was no impairment of the carrying value of the goodwill at HCT.

The Company recognized $2,658 and $746 in identifiable intangible assets as a result of the acquisitions of HCT and WhiteOak,
respectively. Intangible assets are held in other assets on the balance sheet. At September 28, 2013, and December 29, 2012, intangible
assets consisted of the following: 

 September 28, 2013 December 29, 2012

 
Gross  carrying

amount  
Accumulated
amortization  

Net carrying
amount  

Gross  carrying
amount  

Accumulated
amortization  

Net carrying
amount

Definite-lived intangibles:
Trade Name $ 774 $ (161) $ 613 $ 756 $ (95) $ 661
Non-compete agreement 11 (3) 8 — — —
Technology 868 (108) 760 697 (256) 441
Customer Relationships 1,751 (155) 1,596 1,475 (92) 1,383

$ 3,404 $ (427) $ 2,977 $ 2,928 $ (443) $ 2,485

Technology associated with our original equity method investment in WhiteOak is included in the prior year numbers above. As a result of
the acquisition, our original investment is eliminated upon consolidation. This includes gross technology of $270 and $209 of accumulated
amortization through March 30, 2013.

Total estimated amortization expense for the years 2014 through 2018 is presented below. The remaining amortization for 2013 is
approximately $70.

Year:
2014 264
2015 256
2016 255
2017 255
2018 255
Total $ 1,285

Intangible assets are evaluated for impairment whenever events or circumstances indicate that the undiscounted net cash flows to be
generated by their use over their expected useful lives and eventual disposition may be less than their net carrying value. No such events or
circumstances occurred during the nine months ended September 28, 2013.

7. ACQUISITIONS
On April 1, 2013, the Company acquired the remaining 60% of the capital stock of WhiteOak that it did not already own for $1,000.
WhiteOak has been merged into HCT and relocated to HCT's facility in California. HCT will manufacture, market, sell and have design
control for all current WhiteOak products. The combination of HCT and WhiteOak gives Sun full ownership of the technology to develop
the next generation of Sun's electronic control products.

The Company recorded approximately $726 in goodwill, $746 in definite lived intangible assets, and $12 in transaction costs related to the
acquisition. Of the $746 of acquired intangible assets, $18 was assigned to the WhiteOak trade name (1 year useful life), $11 was assigned
to non-compete agreements (2 year useful life), $276 was assigned to customer relationships (15 year useful life), and $441 was assigned to
technology (10 year useful life). Additionally, the Company recorded a gain of $528 as a result of remeasuring to fair value its 40% equity
interest in WhiteOak held before the business combination.

On October 18, 2012, the Company, through Sun Korea, purchased all of the outstanding stock of Seungwon Solutions Corporation
(“Seungwon”) for approximately $1,458. Seungwon is a component supplier, and approximately 80% of its sales are to Sun Korea.

The Company recorded approximately $1,731 in goodwill and approximately $80 in transaction costs related to the acquisition.

12
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The results of operations of WhiteOak and Seungwon have been included in the Company’s consolidated results since the dates of
acquisition. Supplemental pro forma information and disclosure of acquired assets and liabilities have not been provided as these
acquisitions did not have a material impact on the consolidated financial statements individually or in the aggregate.

8. LONG-TERM DEBT
Effective August 1, 2011, the Company completed a credit and security agreement in the U.S. with Fifth Third Bank (the “Bank”). The
agreement provides for three separate credit facilities totaling $50,000.

Facility A is a $15,000 unsecured revolving line of credit and requires monthly payments of interest. Facility A has a floating interest rate
of 1.45% over the 30-day LIBOR Rate (as defined).

Facility B is an accordion feature to increase the revolving line of credit to a $35,000 secured revolving line of credit. Facility B will be
secured by the Company’s U.S. assets, including its manufacturing facilities, and requires monthly payments of interest. Facility B will
bear interest at the 30-day LIBOR Rate or the Bank’s Base Rate (as defined), at the Company’s discretion, plus a margin based on the
Borrower’s Funded Debt to EBITDA Leverage Ratio (as defined). The LIBOR Margin ranges from 1.45% to 2.25% and the Bank’s Base
Rate ranges from (0.25)% to 0.00%.

Facility C is a $15,000 construction and term loan. Facility C requires monthly payments of interest for the first 24 months and monthly
payments of principal plus accrued interest for 60 months based upon a 15 year amortization schedule. The Construction Loan bears
interest at the 30-day LIBOR Rate or the Bank’s Base Rate, at the Company’s discretion, plus a margin based on the Borrower’s Funded
Debt to EBITDA Leverage Ratio. The LIBOR Margin ranges from 1.65% to 2.45% and the Bank’s Base Rate ranges from (0.05)% to
0.20%.

Facility A or Facility B (if activated) is payable in full on August 1, 2016. Facility C (if activated) is payable seven years after the closing
of the facility. Maturity may be accelerated by the Bank upon an Event of Default (as defined). Prepayment may be made without penalty
or premium at any time upon the required notice to the Bank.

Facility A is subject to debt covenants (capitalized terms are defined therein) including: 1) Minimum Tangible Net Worth of not less than
$92,000, increased annually by 50% of Net Income, and 2) Minimum EBITDA of not less than $5,000; and requires the Company to
maintain its primary domestic deposit accounts with the bank. At September 28, 2013, the Company was in compliance with all debt
covenants related to Facility A as follows:

Covenant Required Ratio/Amount Actual Ratio/Amount
Minimum Tangible Net Worth $144,358 $ 174,236
Minimum EBITDA Not less than $5 million $ 59,566

If Facility B or Facility C are activated, covenant 2 above will automatically terminate and two additional covenants will be required: 1)
Funded Debt to EBITDA ratio equal to or less than 3.0:1.0, and 2) EBIT to Interest Expense ratio of not less than 2.5:1.0. As of December
29, 2012, the Company had not activated Facility B or Facility C.

The Company did not have any amounts drawn on Facilities A, B, or C for the periods ended September 28, 2013, and September 29, 2012.

9. INCOME TAXES
At September 28, 2013, the Company had an unrecognized tax benefit of $1,268 including accrued interest. If recognized, the unrecognized
tax benefit would have a favorable effect on the effective tax rate in future periods. The Company recognizes interest and penalties related
to income tax matters in income tax expense. Interest accrued as of September 28, 2013, is not considered material to the Company’s
consolidated financial statements.

The Company files U.S. federal income tax returns as well as income tax returns in various states and foreign jurisdictions. The Company
is no longer subject to income tax examinations by tax authorities for years prior to 2004 for the majority of tax jurisdictions.

The Company’s federal returns are currently under examination by the Internal Revenue Service (IRS) in the United States for the periods
2004 through 2011. To date, there have not been any significant proposed adjustments that have not been accounted for in the Company’s
consolidated financial statements.

Audit outcomes and the timing of audit settlements are subject to significant uncertainty. It is reasonably possible that within the next
twelve months the Company will resolve some or all of the matters presently under consideration for 2004 through 2011 with the IRS and
that there could be significant increases or decreases to unrecognized tax benefits.
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10. SEGMENT REPORTING
Historically, the Company had four operating and reportable segments, which were based on the geographic location of its subsidiaries. In
2012, the Company re-evaluated its operating and reportable segments, resulting in a change to a single reportable segment in
manufacturing, marketing, selling and distributing its products worldwide. This change was made because, increasingly, the Company is
shipping products directly from the factory of origin to end-customers worldwide. Management believes the discrete financial information
of the Company’s individual foreign subsidiaries is no longer representative of the business level in those locations, and management no
longer makes decisions or assesses performance based on this information. Management believes the investment community will have a
better understanding, with less confusion, when reviewing our results as one operating segment. The additional information related to the
region to which our products are sold, as opposed to the region where the sale was recorded, is more aligned with managerial decision-
making and will best inform all interested parties.

The individual subsidiaries comprising the Company operate predominantly in a single industry as manufacturers and distributors of
hydraulic components. Given the similar nature of products offered for sale, the type of customers, the methods of distribution and how the
Company is managed, the Company determined that it now has only one operating and reporting segment for both internal and external
reporting purposes. Prior period financial information included herein has been restated to reflect the financial position and results of
operations as one segment.

Geographic Region Information:
Net sales are measured based on the geographic destination of sales. Total and long-lived assets are shown based on the physical location of
the assets. Long-lived assets primarily include net property, plant and equipment:
 

 

Three Months
Ended September

28, 2013  

Three Months
Ended September

29, 2012  

Nine months
ended September

28, 2013  

Nine Months
Ended

September 29,
2012

Net sales    
Americas 24,943  26,145  76,925  81,544
Europe/Africa/ME 14,807  14,061  46,669  47,564
Asia/Pacific 9,619  8,619  32,624  32,023

Total 49,369  48,825  156,218  161,131
 

 
September 28,

2013  
December 29,

2012
Total assets  
Americas 134,476  110,392
Europe/Africa/ME 53,799  50,054
Asia/Pacific 16,747  14,675

Total 205,022  175,121
Long-lived assets  
Americas 69,730  60,240
Europe/Africa/ME 9,033  8,085
Asia/Pacific 4,132  4,351

Total 82,895  72,676

11. FAIR VALUE OF FINANCIAL INSTRUMENTS
The Company applies fair value accounting guidelines for all financial assets and liabilities and non-financial assets and liabilities that are
recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually). Under these guidelines, fair value is
defined as the price that would be received for the sale of an asset or paid to transfer a liability (i.e. an exit price) in an orderly transaction
between market participants at the measurement date. The guidance establishes a three-tier fair value hierarchy which prioritizes the inputs
used in measuring fair value as follows:

Level 1 - Quoted prices in active markets for identical assets or liabilities.
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Level 2 - Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets or liabilities in active
markets or quoted prices for identical assets or liabilities in inactive markets.

Level 3 - Unobservable inputs that are supported by little, infrequent, or no market activity and reflect the Company’s own assumptions
about inputs used in pricing the asset or liability.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value.

The Company’s valuation techniques used to measure the fair value of marketable equity securities, mutual funds, and phantom stock units
were derived from quoted prices in active markets for identical assets or liabilities. The valuation techniques used to measure the fair value
of all other financial instruments were valued based on quoted market prices or model driven valuations using significant inputs derived
from or corroborated by observable market data.

The Company’s investments have been classified and accounted for as available-for-sale. Management determines the appropriate
classification of its investments at the time of purchase and reevaluates the designation at each balance sheet date. The Company may or
may not hold securities with stated maturities greater than 12 months until maturity. As management views these securities as available to
support current operations, the Company classifies securities with maturities beyond 12 months as current assets under the caption short-
term investments in the accompanying Consolidated Balance Sheets. These investments are carried at fair value, with the unrealized gains
and losses reported as a component of shareholder’s equity. Realized gains and losses on sales of investments are generally determined
using the specific identification method, and are included in miscellaneous (income) expense in the Consolidated Statements of Operations.

The following tables provide information regarding the Company’s assets and liabilities measured at fair value on a recurring basis at
September 28, 2013, and December 29, 2012. 

 September 28, 2013
 Adjusted Cost  Unrealized Gains  Unrealized Losses  Fair Value
Assets    
Level 1:    

Equity securities 1,363  68  (84)  1,347
Mutual funds 3,537  3  (24)  3,516

Subtotal 4,900  71  (108)  4,863
Level 2:    

Corporate fixed income 23,705  86  (299)  23,492
Municipal bonds 3,989  2  (27)  3,964
Certificates of deposit and time deposits 7,403  1  —  7,404
Asset backed securities 1,006  —  (85)  921

Subtotal 36,103  89  (411)  35,781
Total 41,003  160  (519)  40,644

Liabilities    
Level 1:    

Phantom stock units 79  —  —  79
Total 79  —  —  79
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 December 29, 2012
 Adjusted Cost  Unrealized Gains  Unrealized Losses  Fair Value
Assets        
Level 1:        

Equity securities 602  6  (86)  522
Mutual funds 1,936  —  (28)  1,908

Subtotal 2,538  6  (114)  2,430
Level 2:        

Corporate fixed income 18,270  48  (105)  18,213
Government securities 195  14  —  209
Municipal bonds 4,525  4  (15)  4,514
Certificates of deposit and time deposits 10,891  1  —  10,892
Asset backed securities 1,447  —  (5)  1,442

Subtotal 35,328  67  (125)  35,270
Total 37,866  73  (239)  37,700

Liabilities        
Level 1:        

Deferred director stock units 263  —  —  263
Phantom stock units 30  —  —  30

Total 293  —  —  293

The Company recognized a net realized loss on investments during the nine months ended September 28, 2013 of $7 and a net realized
gain of $27 during the nine months ended September 29, 2012. As of September 28, 2013, gross unrealized losses related to individual
securities that had been in a continuous loss position for 12 months or longer were not significant. The Company considers these unrealized
losses in market value of its investments to be temporary in nature. When evaluating an investment for other-than-temporary impairment,
the Company reviews factors such as the length of time and extent to which fair value has been below its cost basis, the financial condition
of the issuer and any changes thereto, and the Company’s intent to sell, or whether it is more likely than not it will be required to sell, the
investment before recovery of the investment’s cost basis. During the nine months ended September 28, 2013, the Company recognized an
impairment charge of $61, which is included in the net realized loss for the period. This resulted from the deterioration of the financial
condition of an issuer of a corporate bond security.

Maturities of investments at September 28, 2013 are as follows:
 

Adjusted Cost Fair Value
Due in less than one year $ 18,686 $ 18,644
Due after one year but within five years 10,440 10,286
Due after five years but within ten years 3,476 3,474
Due after ten years 3,501 3,377
Equity securities 1,363 1,347
Mutual Funds 3,537 3,516

Total $ 41,003 $ 40,644

The Company reports deferred director stock units and phantom stock units as a liability. All remaining deferred stock units were issued in
2013. The Company recognized expense relating to these liabilities of $50 and $74, for the periods ended September 28, 2013, and
September 29, 2012. Phantom stock units vest over a period of three years.

The Company did not have any fair value adjustments for assets and liabilities measured at fair value on a nonrecurring basis during the
period ended September 28, 2013.
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12. ACCUMULATED OTHER COMPREHENSIVE INCOME

Changes in Accumulated Other Comprehensive Income by Component
Nine Months Ended September 28, 2013

 

 

Unrealized
Gains and
Losses on

Available-for-
Sale

Securities  

Foreign
Currency

Items  Total
Balance at December 29, 2012 $ (166)  $ 769  $ 603

Other comprehensive income (loss) before reclassifications (198)  562  364
Amounts reclassified from accumulated other comprehensive income 5  —  5

Net current period other comprehensive income (loss) (193)  562  369
Balance at September 28, 2013 $ (359)  $ 1,331  $ 972

Reclassifications out of Accumulated Other Comprehensive Income
Nine Months Ended September 28, 2013

 

 

Amount 
Reclassified
from AOCI  

Details about Accumulated Other
Comprehensive Income Components  

Three Months Ended
September 28, 2013  

Nine months ended
September 28, 2013  

Affected Line 
Item in the 
Consolidated
Statements of Operations

Unrealized gains and losses on
available-for-sale securities    

Realized gain/(loss) on sale of
securities  $ (2)  $ 54  Miscellaneous (income) expense, net
Other than temporary impairment  —  (61 )  Miscellaneous (income) expense, net

 (2 )  (7 )  Total before tax
 1  2  Tax benefit
 $ (1)  $ (5 )  Net of tax

Total reclassifications for the period  $ (1)  $ (5 )  

13. NEW ACCOUNTING PRONOUNCEMENTS
In July 2013, the FASB issued guidance on the Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a
Similar Tax Loss, or a Tax Credit Carryforward Exists. Under the guidance, an unrecognized tax benefit, or a portion of an unrecognized
tax benefit, should be presented in the financial statements as a reduction to a deferred tax asset for a net operating loss carryforward, a
similar tax loss, or a tax credit carryforward, noting several exceptions. This guidance is effective for fiscal and interim reporting periods
beginning after December 15, 2013. The Company has determined that this new guidance will not have a material impact on its
consolidated financial statements.

In February 2013, the FASB issued guidance on the Reporting of Amounts Reclassified out of Accumulated Other Comprehensive Income.
The guidance requires that companies present either in a single note or parenthetically on the face of the financial statements, the effect of
significant amounts reclassified from each component of accumulated other comprehensive income based on its source (e.g., the release
due to cash flow hedges from interest rate contracts) and the income statement line items affected by the reclassification (e.g., interest
income or interest expense). If a component is not required to be reclassified to net income in its entirety (e.g., the net periodic pension
cost), companies would instead cross reference to the related footnote for additional information (e.g., the pension footnote). This guidance
is effective for fiscal and
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interim reporting periods beginning after December 15, 2012. The Company adopted this guidance in the first quarter of 2013. There was
no material impact as a result of this.

14. COMMITMENTS AND CONTINGENCIES
The Company is not a party to any legal proceedings other than routine litigation incidental to its business. In the opinion of management,
the amount of ultimate liability with respect to these actions will not materially affect the results of operations, financial position or cash
flows of the Company.

Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW
Sun Hydraulics Corporation is a leading designer and manufacturer of high-performance screw-in hydraulic cartridge valves and manifolds,
which control force, speed and motion as integral components in fluid power systems. The Company sells its products globally through
wholly-owned subsidiaries and independent distributors. Sales outside the United States for the year ended December 29, 2012, were
approximately 60% of total net sales.

Approximately two-thirds of Sun’s products are used by the mobile market, which is characterized by applications where the equipment is
not fixed in place, the operating environment is often unpredictable, and duty cycles are generally moderate to low. Some examples of the
mobile market include equipment used in off-road construction, agriculture, fire and rescue, utilities, oil fields, and mining.

The remaining one-third of products sold are used by industrial markets, which are characterized by equipment that is fixed in place,
typically in a controlled environment, and which operates at higher pressures and duty cycles. Power units, automation machinery, metal
cutting machine tools and plastics machinery are some examples of industrial equipment. The Company sells to both markets with a single
product line.

Industry conditions
Demand for the Company’s products is dependent on demand for the capital goods into which the products are incorporated. The capital
goods industries in general, and the fluid power industry specifically, are subject to economic cycles. According to the National Fluid
Power Association (the fluid power industry’s trade association in the United States), the United States index of shipments of hydraulic
products increased 1% and 24% in 2012 and 2011. The index of shipments of hydraulic products decreased 2% for the three-month period
ending September 28, 2013, compared to the same period of the prior year.

The Company’s order trend has historically tracked closely to the United States Purchasing Managers Index (PMI). When PMI is over 50, it
indicates economic expansion in the manufacturing sector; when it is below 50, it indicates contraction. The index increased to 56.2 in
September 2013 compared to 51.6 in September 2012. The U.S. PMI index registered 56.4 for October, the fifth consecutive month that
PMI has indicated expansion in the manufacturing sector.

Results for the third quarter
(in millions except net income per share)

 
September 28,

2013  
September 29,

2012  Increase/(Decrease)
Three Months Ended      

Net sales $ 49.4  $ 48.8  1 %
Net income $ 8.3  $ 8.8  (6)%
Net income per share:      

Basic $ 0.32  $ 0.34  (6)%
Diluted $ 0.32  $ 0.34  (6)%

Nine months ended      
Net sales $ 156.2  $ 161.1  (3)%
Net income $ 29.6  $ 30.7  (3)%
Net income per share:      

Basic $ 1.13  $ 1.19  (5)%
Diluted $ 1.13  $ 1.18  (4)%
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Third quarter sales were consistent with the Company's forecast, with demonstrated strength in international markets. Asia/Pacific sales
were up nearly 12% and Europe sales were up almost 5%. Earnings came in at the lower end of the forecast range due to higher than
expected taxes of approximately $0.01 per share.

While North American sales were down 5% for the quarter, longer-term indicators - specifically U.S. and global PMI numbers - are
pointing to a more favorable macro environment. Management believes these indicators should positively impact demand for Sun's
products throughout the fourth quarter and into 2014.

The Company's third factory in Sarasota is open and producing products. The relocation of machinery and employees from the Company's
Kansas location is now complete. This allows the Company to consolidate important functions, including manifold design and
manufacturing, shipping, and its integrated package business. Management expects these changes will generate efficiencies and allow the
Company to better serve its customers. Management believes the new factory will provide the capacity necessary to meet demand through
the next growth cycle.

Management expects the fourth quarter to be a great ending to another profitable and successful year. As signals indicate, the global
economy is improving and management expects to head into the new year with momentum. Management believes the Company is poised
and ready to capitalize on early-cycle opportunities. As in past cycles, the Company's efforts will remain on satisfying customer demand,
growing market share, and delivering strong financial results.

Outlook

Fourth quarter 2013 revenues are expected to be approximately $48 million, up approximately 11% from the fourth quarter of 2012.
Earnings per share are estimated to be $0.31 to $0.33 compared to $0.26 in the same period a year ago. The earnings estimate is negatively
impacted by approximately $0.01 per share due to the completion of the relocation of the Company's Kansas operations to Sarasota.

Management estimates year-end 2013 sales to be approximately $204 million, equal to 2012 sales. Earnings per share for 2012 are
estimated to be $1.44 to $1.46, compared to $1.43 in 2012.

COMPARISON OF THE THREE MONTHS ENDED SEPTEMBER 28, 2013 AND SEPTEMBER 29, 2012
Historically the Company had four operating and reportable segments, which were based on the geographic location of its subsidiaries. In
2012, the Company re-evaluated its operating and reportable segments, resulting in a change to a single reportable segment in
manufacturing, marketing, selling and distributing its products worldwide. Prior period financial information included herein has been
restated to reflect the financial position and results of operations as one segment.

Net Sales
Net sales were $49.4 million, an increase of $0.5 million, or 1.1%, compared to $48.8 million in 2012. The increase in net sales was driven
by stronger demand in our international end markets, which primarily includes capital goods equipment. Changes in exchange rates had a
positive impact on sales of approximately $0.3 million. New product sales (defined as products introduced within the last five years)
continue to make up 10 - 15% of total sales.

Sales to the Americas decreased 4.6% or $1.2 million, to $24.9 million in the third quarter of 2013, driven by weaker North American
demand. Asian/Pacific sales increased 11.6% or $1.0 million, to $9.6 million in the third quarter of 2013, primarily related to demand from
Korea and China. This was partially offset by weaker demand in Australia. Exchange rates had a $0.1 million positive impact on
Asia/Pacific sales in the third quarter of 2013. EAME sales increased 5.3% or $0.7 million, to $14.8 million in the third quarter of 2013,
primarily related to demand in Germany. Sales to Europe improved during the third quarter, after a general economic downturn
experienced in this region over the past year. Exchange rates had a positive impact on sales to EAME of approximately $0.2 million in the
third quarter of 2013.

Gross Profit
Gross profit increased $0.2 million or 1.1% to $19.6 million in the third quarter of 2013, compared to $19.4 million in the third quarter last
year. Gross profit as a percentage of net sales remained constant at 39.7% in the third quarter of 2013. The increase in gross profit was
primarily attributable to increased sales volume in the current quarter.

Selling, Engineering and Administrative Expenses
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Selling, engineering and administrative expenses increased 5.4%, or $0.3 million, to $6.5 million in the third quarter of 2013, compared to
$6.2 million last year. The change for the third quarter is related to increases in compensation of approximately $0.2 million, due to stock
compensation and currency effects. The current period also includes costs associated with Seungwon of approximately $0.1 million, which
were not present in the prior year.

Operating Income
Operating income decreased $0.1 million or 0.9% to $13.1 million in the third quarter of 2013, compared to $13.2 million in the third
quarter last year, with operating margins of 26.5% and 27.0% for the third quarters of 2013 and 2012, respectively. This decrease was
primarily related to the increased selling, engineering and administration costs, which were partially offset by income due to the higher
sales volume.

Interest Income, Net
Net interest income was $0.3 million for the quarter ended September 28, 2013, compared to $0.4 million for the quarter ended
September 29, 2012. The Company currently has no outstanding debt. Total average cash and investments for the quarter ended
September 28, 2013, was $83.1 million compared to $87.8 million for the quarter ended September 29, 2012.

Miscellaneous (Income) Expense, Net
There was net miscellaneous loss of $0.5 million for the quarter ended September 28, 2013, compared to a minimal amount for the quarter
ended September 29, 2012. The current period amount is primarily related to losses on the disposal of assets associated with the relocation
of our Kansas facility to Sarasota.

Income Taxes
The provision for income taxes for the quarter ended September 28, 2013, was 35.3% of pretax income compared to 35.0% for the quarter
ended September 29, 2012. For the current period, taxes include discrete items of approximately 1.9% of pretax income related reserves for
uncertain tax positions and provision to return true-ups. The prior year period included discrete items of approximately 1.5% of pretax
income.

COMPARISON OF THE NINE MONTHS ENDED SEPTEMBER 28, 2013 AND SEPTEMBER 29, 2012

Net Sales
Net sales were $156.2 million in 2013, a decrease of $4.9 million, or 3.0%, compared to $161.1 million in 2012. The decrease in net sales
was primarily driven by weaker demand in our North American and European end markets, which primarily include capital goods
equipment. A price increase, effective July 1, 2012, contributed approximately 2%, or $3.3 million to sales. Changes in exchange rates had
a positive impact on sales of approximately $0.7 million. New product sales (defined as products introduced within the last five years)
continue to make up 10 - 15% of total sales.

Sales to the Americas decreased 5.7% or $4.6 million, to $76.9 million in 2013, driven by weaker North American demand. Asian/Pacific
sales increased 1.9% or $0.6 million, to $32.6 million in 2013, primarily related to demand from Korea and China. For the year, sales to
China are up 10.8%. These increases were partially offset by reduced demand in Australia. Exchange rates had a $0.5 million positive
impact on Asia/Pacific sales in 2013. EAME sales decreased 1.9% or $0.9 million, to $46.7 million in 2013, resulting from the general
economic slowdown in Europe. However, this decline was mostly attributable to the first quarter. Second quarter sales improved
sequentially and were essentially level with the comparable period last year, while third quarter sales improved 5.3% compared to the prior
year period. There was a positive impact from currency to EAME sales in 2013 of approximately $0.2 million.

Gross Profit
Gross profit decreased $1.1 million or 1.7% to $63.5 million in 2013, compared to $64.6 million last year. Gross profit as a percentage of
net sales increased to 40.7% in 2013, compared to 40.1% last year.

Lower sales volume reduced gross profit by approximately $3.3 million. Increases in labor as a percent of sales reduced gross profit by
approximately $0.7 related primarily to the addition of Seungwon. Overhead expenses as a percent of sales decreased gross profit by
approximately $0.4 million. These decreases in gross profit were partially offset by a price increase in July 2012 of approximately $3.3
million.

Selling, Engineering and Administrative Expenses
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Selling, engineering and administrative expenses increased 0.5%, or $0.1 million, to $19.8 million in 2013, compared to $19.7 million last
year. The change for 2013 was related to increases in compensation of approximately $0.4 million, due to stock compensation and currency
effects. The current period also includes costs associated with Seungwon of approximately $0.3 million, which were not present in the prior
year. These increases were partially offset by reduced benefit costs and professional fees each equal to approximately $0.2 million.

Operating Income
Operating income decreased $1.2 million or 2.6% to $43.8 million in 2013, compared to $44.9 million last year, with operating margins of
28.0% and 27.9% for 2013 and 2012, respectively. This decrease was primarily related to the reduced sales volume in the current year.

Interest Income, Net
Net interest income was $0.7 million in 2013, compared to $1.0 million in 2012. The Company currently has no outstanding debt. Total
average cash and investments for the nine months ended September 28, 2013, was $80.0 million compared to $82.2 million for the nine
months ended September 29, 2012.

Miscellaneous (Income) Expense, Net
There was net miscellaneous loss of $0.1 million in 2013, compared to net miscellaneous income of $0.2 million in 2012. The current
period amount is primarily related to losses on the disposal of assets associated with the relocation of our Kansas facility to Sarasota. These
charges were partially offset by a gain of $0.5 million as a result of remeasuring to fair value our 40% equity interest in WhiteOak Controls
held before the business combination. The prior period includes an incentive received for our thermal storage energy building.

Income Taxes
The provision for income taxes for the nine months ended September 28, 2013, was 33.3% of pretax income compared to 33.5% for the
nine months ended September 29, 2012. The change was primarily due to the relative levels of income and different tax rates in effect
among the countries in which the Company sells its products. For both periods, taxes include discrete items of approximately 0.5% of
pretax income. The current period related to reserves for uncertain tax positions and provision to return true-ups. The prior year period
related to reserves for uncertain tax positions, which were partially offset by provision to return true-ups.

LIQUIDITY AND CAPITAL RESOURCES
Historically, the Company’s primary source of capital has been cash generated from operations, although fluctuations in working capital
requirements have from time to time been met through borrowings under revolving lines of credit. The Company’s principal uses of cash
have been to pay operating expenses, make capital expenditures, pay dividends to shareholders, and service debt.

Cash from operations for the nine months ended September 28, 2013, was $36.8 million, a decrease of $3.3 million, compared to $40.1
million for the nine months ended September 29, 2012. Net income was down approximately $1.1 million from the prior period. Changes
in working capital relating to increases in accounts receivable were $4.5 million during 2013, compared to $2.1 million during 2012.
Increases in inventory were $0.2 million during 2013, compared to $0.1 million during 2012. Increases in accounts payable and accruals
were $3.3 million during 2013, compared to $3.8 million during 2012. These working capital changes are typical of improved business
conditions in 2013 compared to those experienced in the Company’s fourth quarter of 2012.  Cash on hand increased $12.0 million from
$34.5 million at the end of 2012 to $46.5 million at September 28, 2013. Days sales outstanding (DSO) were 34 at September 28, 2013, and
September 29, 2012. Inventory turns were 9.3 as of September 28, 2013, and 9.1 as of September 29, 2012.

In 2012, the Company began construction on a third facility in Sarasota, Florida. The new facility has 58,000 square feet of manufacturing
and 17,000 square feet of office space. The total investment is approximately $17.0 million. The Company began moving manufacturing
operations into the facility during the third quarter of 2013 and expects to occupy the office space in the fourth quarter. As part of this
transition, the Company has announced that it will close its Kansas location and move those operations to this new facility. Total one-time
costs to relocate this operation are estimated to be $0.7 million, half of which were incurred in the third quarter and the remainder will be
incurred in the fourth quarter. Fixed costs associated with the new facility, net of the savings realized from relocating the Kansas facility,
are estimated to be $1.0 million annually.

Capital expenditures were $14.6 million for the nine months ended September 28, 2013. Approximately $9.2 million related to the
Company’s new facility in Sarasota, Florida, and $1.1 million related to the renovation of its UK facility. The remainder is
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made up primarily of purchases of machinery and equipment. Capital expenditures, consisting primarily of machinery and equipment, were
$6.7 million for the nine months ended September 29, 2012. Capital expenditures for the current year are projected to be approximately
$17.0 million, which includes approximately $10.0 million related to the new facility.

The Company declared a quarterly cash dividend of $0.09 per share payable on October 15, 2013, to shareholders of record as of
September 30, 2013. The declaration and payment of future dividends is subject to the sole discretion of the Board of Directors, and any
determination as to the payment of future dividends will depend upon the Company’s profitability, financial condition, capital needs, future
prospects and other factors deemed pertinent by the Board of Directors.

The Company believes that cash generated from operations and its borrowing availability under its revolving line of credit will be sufficient
to satisfy the Company’s operating expenses and capital expenditures for the foreseeable future. In the event that economic conditions were
to severely worsen for a protracted period of time, the Company would have several options available to ensure liquidity in addition to
increased borrowing. Capital expenditures could be postponed since they primarily pertain to long-term improvements in operations.
Additional operating expense reductions also could be made. Finally, the dividend to shareholders could be reduced or suspended.

Off Balance Sheet Arrangements
The Company does not engage in any off balance sheet financing arrangements. In particular, the Company does not have any material
interest in variable interest entities, which include special purpose entities and structured finance entities.

Through the first quarter, the Company used the equity method of accounting to account for its investment in WhiteOak. The Company did
not have a majority ownership in or exercise control over the entity. The investment was not material to the financial statements of the
Company at March 30, 2013. On April 1, 2013, Sun Hydraulics purchased the remaining 60% of WhiteOak (see note 7).

Seasonality
The Company generally has experienced increased sales during the second quarter of the year, largely as a result of the order patterns of
our customers. The Company’s second quarter net sales, income from operations and net income historically are the highest of any quarter
during the year.

Inflation

The impact of inflation on the Company’s operating results has been moderate in recent years, reflecting generally lower rates of inflation
in the economy. While inflation has not had, and the Company does not expect that it will have, a material impact upon operating results,
there is no assurance that the Company’s business will not be affected by inflation in the future.

Critical Accounting Policies and Estimates
The Company currently applies judgment and estimates which may have a material effect on the eventual outcome of assets, liabilities,
revenues and expenses for impairment of long-lived assets, inventory, goodwill, accruals, and income taxes. The Company’s critical
accounting policies and estimates are included in its Annual Report on Form 10-K for the year ended December 29, 2012, and did not
change during the first nine months of 2013.

FORWARD-LOOKING INFORMATION
Certain oral statements made by management from time to time and certain statements contained herein that are not historical facts are
“forward-looking statements” within the meaning of Section 21E of the Securities Exchange Act of 1934 and, because such statements
involve risks and uncertainties, actual results may differ materially from those expressed or implied by such forward-looking statements.
Forward-looking statements, including those in Management’s Discussion and Analysis of Financial Condition and Results of Operations,
are statements regarding the intent, belief or current expectations, estimates or projections of the Company, its Directors or its Officers
about the Company and the industry in which it operates, and assumptions made by management, and include among other items, (i) the
Company’s strategies regarding growth, including its intention to develop new products; (ii) the Company’s financing plans; (iii) trends
affecting the Company’s financial condition or results of operations; (iv) the Company’s ability to continue to control costs and to meet its
liquidity and other financing needs; (v) the declaration and payment of dividends; and (vi) the Company’s ability to respond to changes in
customer demand domestically and internationally, including as a result of standardization. Although the Company believes that its
expectations are based on reasonable assumptions, it can give no assurance that the anticipated results will occur.

Important factors that could cause the actual results to differ materially from those in the forward-looking statements include, among other
items, (i) the economic cyclicality of the capital goods industry in general and the hydraulic valve and manifold
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industry in particular, which directly affect customer orders, lead times and sales volume; (ii) conditions in the capital markets, including
the interest rate environment and the availability of capital; (iii) changes in the competitive marketplace that could affect the Company’s
revenue and/or costs, such as increased competition, lack of qualified engineering, marketing, management or other personnel, and
increased labor and raw materials costs; (iv) changes in technology or customer requirements, such as standardization of the cavity into
which screw-in cartridge valves must fit, which could render the Company’s products or technologies noncompetitive or obsolete; (v) new
product introductions, product sales mix and the geographic mix of sales nationally and internationally; and (vi) changes relating to the
Company’s international sales, including changes in regulatory requirements or tariffs, trade or currency restrictions, fluctuations in
exchange rates, and tax and collection issues. Further information relating to factors that could cause actual results to differ from those
anticipated is included but not limited to information under the headings Item 1. “Business,” and Item 1A. “Risk Factors” in the
Company’s Form 10-K for the year ended December 29, 2012, and “Management’s Discussion and Analysis of Financial Conditions and
Results of Operations” in this Form 10-Q for the quarter ended September 28, 2013. The Company disclaims any intention or obligation to
update or revise forward-looking statements, whether as a result of new information, future events or otherwise.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
The Company is exposed to market risk from changes in interest rates on borrowed funds, which could affect its results of operations and
financial condition. The Company’s interest rate on its debt financing remains variable based upon the Company’s leverage ratio. The
Company had no variable-rate debt outstanding at September 28, 2013. Therefore, a 1% change in interest rates up or down would not have
a material effect on the Company’s income statement on an annual basis.

The Company’s exposure to foreign currency exchange fluctuations relates primarily to the direct investment in its facilities in the United
Kingdom, Germany and Korea. The Company does not use financial instruments to hedge foreign currency exchange rate changes.

Item 4. CONTROLS AND PROCEDURES
As of September 28, 2013, the Company’s management, under the direction of its Chief Executive Officer and the Chief Financial Officer,
carried out an evaluation of the effectiveness of the design and operation of the Company’s disclosure controls and procedures pursuant to
Exchange Act Rule 13a-15. Our disclosure controls and procedures are designed to provide reasonable assurance that the information
required to be disclosed in our SEC reports is recorded, processed, summarized and reported within the time periods specified by the SEC’s
rules and forms, and is accumulated and communicated to management, including our Chief Executive Officer and Chief Financial Officer,
as appropriate to allow timely decisions regarding required disclosure. Based upon that evaluation, the Company’s Chief Executive Officer
and the Chief Financial Officer concluded that the Company’s disclosure controls and procedures were effective at the reasonable
assurance level as of September 28, 2013, in timely alerting them to material information required to be included in the Company’s periodic
SEC filings.

There were no changes in the Company’s internal controls over financial reporting during the period ended September 28, 2013, that
materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.

23



Table of Contents

PART II
OTHER INFORMATION

Item 1. Legal Proceedings.
None.

Item 1A. Risk Factors.
For information regarding risk factors, please refer to Part I, Item 1A in the Company’s Annual Report on Form 10-K for the year ended
December 29, 2012.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
None.

Item 3. Defaults Upon Senior Securities.
None.

Item 4. Mine Safety Disclosure
Not applicable.

Item 5. Other Information.
None.
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Item 6. Exhibits.
Exhibits:
 

Exhibit
Number  Exhibit Description

  31.1  CEO Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
  31.2  CFO Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
  32.1  CEO Certification pursuant to 18 U.S.C. § 1350.
  32.2  CFO Certification pursuant to 18 U.S.C. § 1350.
   10.1  Amended and Restated Credit and Security Agreement
  Exhibit 101.1  Interactive Data File
  101.INS  XBRL Instance Document
  101.SCH  XBRL Schema Document
  101.CAL  XBRL Calculation Linkbase Document
  101.DEF  XBRL Definition Linkbase Document
  101.LAB  XBRL Label Linkbase Document
  101.PRE  XBRL Presentation Linkbase Document
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this
Report to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Sarasota, State of Florida on November 5,
2013.
 

   

SUN HYDRAULICS CORPORATION
  

By:  /s/ Tricia L. Fulton
  Tricia L. Fulton

  
Chief Financial Officer (Principal Financial
and Accounting Officer)
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THIS AMENDED AND RESTATED CREDIT AND SECURITY AGREEMENT , dated as of August 1, 2011, is made by SUN
HYDRAULICS CORPORATION, a Florida corporation ("Borrower"), and FIFTH THIRD BANK, an Ohio banking corporation
("Lender").

W I T N E S S E T H:

WHEREAS, Borrower has requested that Lender make loans and other financial accommodations to Borrower in an aggregate
amount of up to $50,000,000, as more particularly described herein; and

WHEREAS, Lender has agreed to make such loans and other financial accommodations to Borrower on the terms and conditions
contained herein.

NOW, THEREFORE, in consideration of the premises and the mutual covenants contained herein, the parties hereto hereby agree as
follows:

ARTICLE I

DEFINITIONS

Section 1.1 Defined Terms.

As used in this Agreement, terms defined in the preamble to this Agreement have the meanings therein indicated, and the following
terms have the following meanings:

"Accordion Advance(s)" means Advance(s) of a portion of the Accordion Facility.

"Accordion Facility" means the revolving line of credit described in Section 2.2, below.

"Accordion Commitment Fee" has the meaning set forth in Section 2.2(e).

"Accordion Commitment Period" means the period from the Closing Date to, but not including, the Maturity Date.

"Accordion Committed Amount" has the meaning set forth in Section 2.2(a).

"Accordion Note" means the promissory note of Borrower in favor of Lender evidencing the Accordion Facility provided pursuant to
Section 2.2(d), as such promissory note may be amended, modified, extended, restated, replaced, or supplemented from time to time.

"Account Designation Letter" means the Notice of Account Designation Letter dated the Closing Date from Borrower to Lender
substantially in the form attached hereto as Schedule 1.1-1.

"Activated" means, with respect to the Accordion Facility, all conditions precedent set forth in Sections 4.1 and 4.2 have occurred or
been satisfied.
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"Advance" shall mean a Revolving Advance, and Accordion Advance, or Construction Advance.

"Affiliate" means as to any Person, any other Person (excluding any Subsidiary) which, directly or indirectly, is in control of, is
controlled by, or is under common control with, such Person. For purposes of this definition, a Person shall be deemed to be "controlled by"
a Person if such Person possesses, directly or indirectly, power either (a) to vote 20% or more of the securities having ordinary voting
power for the election of directors of such Person or (b) to direct or cause the direction of the management and policies of such Person
whether by contract or otherwise. Notwithstanding the foregoing, Lender shall not be deemed an Affiliate of any of Borrower solely by
reason of the relationship created by the Credit Documents.

"Agreement" or "Credit Agreement" means this Agreement, as amended, modified, extended, restated, replaced, or supplemented
from time to time in accordance with its terms.

"Anti-Terrorism Order" means that certain Executive Order 13224 signed into law on September 23, 2001.

"Applicable Interest Rate" means, (i) with respect to LIBOR Rate Advances, the LIBOR Rate, plus the Applicable Percentage, and
(ii) with respect to Base Rate Advances, the Base Rate, plus the Applicable Percentage.

"Applicable Percentage" means, for any day:

(a) prior to the date that the Accordion Facility is Activated, for Revolving Advances and for Letter of Credit Fees, a rate per annum
of 1.45%;

(b) from and after the date that the Accordion Facility is Activated, for Revolving Advances, Accordion Advances and Letter of
Credit Fees, the rate per annum set forth below opposite the applicable Level then in effect, it being understood that the Applicable
Percentage for (i) Base Rate Advances shall be the percentage set forth under the column "Base Rate Margin", (ii) LIBOR Rate Advances
and the Letter of Credit Fee shall be the percentage set forth under the column "LIBOR Rate Margin/Letter of Credit Fee" and (iii) the
Unused Fee on the unused portion of the Accordion Facility shall be the percentage set forth under the column "Accordion Facility Unused
Fee":
 

Level  Leverage Ratio  
Base Rate

Margin  

LIBOR Rate
Margin/

Letter of Credit Fee  

Accordion
Facility Unused

Fee
I  " 1.00x  (0.25)%  1.45%  —%
II  > 1.00 but " 1.50x  (0.25)%  1.65%  0.20%
III  > 1.50 but " 2.00  — %  1.75%  0.25%
IV  >2.00 but " 2.50x  — %  2.00%  0.30%
V  >2.50x  — %  2.25%  0.35%
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(c) for Construction Advances, the rate per annum set forth below opposite the applicable Level then in effect, it being understood
that the Applicable Percentage shall be (i) the percentage set forth in the "LIBOR Rate Margin" column if the LIBOR Rate is applicable
and (ii) the percentage set forth in the "Base Rate Margin" column if the Base Rate is applicable:
 

Level  Leverage Ratio  
Base Rate

Margin  
LIBOR Rate

Margin
I  " 1.00x  (0.05)%  1.65%
II  > 1.00 but " 1.50x  (0.05)%  1.85%
III  > 1.50 but " 2.00  0.20 %  1.95%
IV  >2.00 but " 2.50x  0.20 %  2.20%
V  >2.50x  0.20 %  2.45%

The Applicable Percentage shall, in each case, be determined and adjusted quarterly on the date five (5) Business Days after the date on
which Lender has received from Borrower the quarterly financial information and certifications required to be delivered to Lender and
Lender in accordance with the provisions of Sections 5.1(a) and (b) and 5.2(b) (each an "Interest Determination Date"). Such Applicable
Percentage shall be effective from such Interest Determination Date until the next Interest Determination Date. If Borrower shall fail to
provide the financial information and certifications in accordance with the provisions of Sections 5.1(a) and (b) and 5.2(b), the Applicable
Percentage shall, on the date five (5) Business Days after the date by which Borrower was so required to provide such financial
information and certifications to Lender and Lender, be based on Level V until such time as such information and certifications are
provided. In the event that any financial statement or certification delivered pursuant to Sections 5.1 or 5.2 is shown by written and credible
evidence to be inaccurate (regardless of whether this Agreement or any of the Commitments are in effect when such inaccuracy is
discovered), and such inaccuracy, if corrected, would have led to the application of a higher Applicable Percentage for any period (an
"Applicable Period") than the Applicable Percentage applied for such Applicable Period, Borrower shall immediately (a) deliver to Lender
a corrected compliance certificate for such Applicable Period, (b) determine the Applicable Percentage for such Applicable Period based
upon the corrected compliance certificate, and (c) immediately pay to Lender for the benefit of Lender the accrued additional interest and
other fees owing as a result of such increased Applicable Percentage for such Applicable Period, which payment shall be promptly
distributed by Lender to Lender entitled thereto. It is acknowledged and agreed that nothing contained herein shall limit the rights of Lender
and Lender under the Credit Documents, including their rights under Sections 2.8 and 7.1.

"Appraisal" means an appraisal report with respect to the Project prepared by a real estate appraiser acceptable to Lender setting forth
the "as completed" fair market value of the Project.

"BR Default Rate" means, as of any date of determination, the Base Rate plus the Applicable Percentage for Base Rate Loans in
effect on such date plus 3%.
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"Bank Product" means any of the following products, services or facilities extended to Borrower or any Subsidiary by Lender:
(a) Cash Management Services; and (b) products under any Hedging Agreement.

"Bank Product Debt" means the Indebtedness and other obligations of Borrower or its Subsidiaries relating to Bank Products.

"Bankruptcy Code" means the Bankruptcy Code in Title 11 of the United States Code, as amended, modified, succeeded or replaced
from time to time.

"Bankruptcy Event" means any of the events described in Section 7.1(e).

"Base Rate" means, for any day, the lending rate as announced by Lender, from time to time, as its Base Rate which may change as
often as daily. In the event that Lender does not, for any reason, announce a Base Rate or discontinues the use of the term "Base Rate" as a
benchmark for interest rates on its loans, the Base Rate shall be equal to the Prime Rate.

The terms "Base Rate" and "Prime Rate" are intended by the parties to be benchmarks only and are not to be construed as indicating
that such rates are the best or lowest rates offered by the entity quoting such rate to any of its customers regardless of their
creditworthiness.

"Base Rate Advances" means Advances that bear interest at an interest rate based on the Base Rate.

"Borrower" has the meaning set forth in the first paragraph of this Agreement.

"Borrower's Architect" means the architect or engineer selected by Borrower to prepare the Plans and conduct construction progress
inspections for the Project.

"Borrower's Obligations," "Borrower Obligations" and "Borrower Obligation" mean, collectively or individually, as applicable,
without duplication, (i) all of the obligations, indebtedness and liabilities of Borrower to Lender, whenever arising, under this Agreement,
the Notes or any of the other Credit Documents including principal, interest, fees, reimbursements and indemnification obligations and
other amounts (including, but not limited to, any interest accruing after the occurrence of a filing of a petition of bankruptcy under the
Bankruptcy Code with respect to Borrower, regardless of whether such interest is an allowed claim under the Bankruptcy Code) and (ii) all
Bank Product Debt.

"Borrowing Date" means, in respect of any Loan, the date such Loan is made.

"Budget" means the budget setting forth the total of the Construction Costs and Non-Construction Costs, as estimated by Borrower
and Borrower's Architect in order to enable Borrower to complete the Project in accordance with the Plans.

"Business" means the meaning set forth in Section 3.10(a)(ii).

"Business Day" means a day other than a Saturday, Sunday or other day on which commercial banks in Tampa, Florida are
authorized or required by law to close; provided,
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however, that when used in connection with a rate determination, borrowing or payment in respect of a LIBOR Rate Loan, "Business Day"
means any day on which dealings in Dollar deposits are conducted by and between banks in the London interbank eurodollar market.

"Capital Lease" means any lease of property, real or personal, the obligations with respect to which are required to be capitalized on a
balance sheet of the lessee in accordance with GAAP.

"Capital Lease Obligations" means the capitalized lease obligations relating to a Capital Lease determined in accordance with GAAP.

"Capital Stock" means (i) in the case of a corporation, capital stock, (ii) in the case of an association or business entity, any and all
shares, interests, participations, rights or other equivalents (however designated) of capital stock, (iii) in the case of a partnership,
partnership interests (whether general or limited), (iv) in the case of a limited liability company, membership interests and (v) any other
interest or participation that confers on a Person the right to receive a share of the profits and losses of, or distributions of assets of, the
issuing Person, in all of the foregoing other than nonvoting stock appreciation rights, nonvoting management incentive plan or other
nonvoting participatory interests that are payable as part of the compensation plan of Borrower.

"Cash Collateralize" means to pledge and deposit with or deliver to Lender, as collateral for LOC Obligations, cash or deposit account
balances or, other credit support, in each case pursuant to documentation in form and substance satisfactory Lender. "Cash Collateral" shall
have a meaning correlative to the foregoing and shall include the proceeds of such cash collateral and other credit support.

"Cash Equivalents" means (i) securities issued or directly and fully guaranteed or insured by the United States of America or any
agency or instrumentality thereof (provided that the full faith and credit of the United States of America is pledged in support thereof)
having maturities of not more than twelve months from the date of acquisition ("Government Obligations"), (ii) U.S. dollar denominated
time deposits, certificates of deposit, Eurodollar time deposits and Eurodollar certificates of deposit of with or issued by Lender, in each
case with maturities of not more than one year from the date of acquisition, (iii) bankers acceptances issued by Lender, (iv) commercial
paper and variable or fixed rate notes issued by Lender or any variable rate notes issued by, or guaranteed by any domestic corporation
rated A-1 (or the equivalent thereof) or better by S&P or P-1 (or the equivalent thereof) or better by Moody's and maturing within twelve
months of the date of acquisition, (v) repurchase agreements with Lender or a recognized securities dealer having capital and surplus in
excess of $500,000,000 for direct obligations issued by or fully guaranteed by the United States of America, (vi) obligations of any state of
the United States or any political subdivision thereof for the payment of the principal and redemption price of and interest on which there
shall have been irrevocably deposited Government Obligations maturing as to principal and interest at times and in amounts sufficient to
provide such payment, (vii) demand deposits with Lender and (viii) shares of money market mutual or similar funds which invest
exclusively in assets satisfying the requirements of clauses (i) through (vii) of this definition.
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"Cash Management Services" means any services provided from time to time to Borrower or any Subsidiary of Borrower in
connection with operating, collections, payroll, trust, or other depository or disbursement accounts, including automatic clearinghouse,
controlled disbursement, depository, electronic funds transfer, information reporting, lockbox, stop payment, overdraft and/or wire transfer
services and all other treasury and cash management services.

"Change in Law" means the occurrence, after the date of this Agreement, of any of the following: (a) the adoption or taking effect of
any law, rule, regulation or treaty, (b) any change in any law, rule, regulation or treaty or in the administration, interpretation or application
thereof by any Governmental Authority or (c) the making or issuance of any request, rule, guideline or directive (whether or not having the
force of law) by any Governmental Authority; provided, that notwithstanding anything herein to the contrary, all requests, rules, guidelines
or directives issued under or in connection with the Dodd-Frank Wall Street Reform and Consumer Protection Act shall be deemed to be a
"Change in Law", regardless of the date enacted, adopted or issued.

"Change of Control" means the occurrence, after the date of this Agreement, of (i) the acquisition by any Person or group of Persons
(within the meaning of Section 13(d) or Section 14(a) of the Securities Exchange Act of 1934, as amended) of beneficial ownership of
(within the meaning of Rule 13d-3 promulgated by the SEC under said Act) fifty-one percent (51%) or more of the voting Capital Stock of
Borrower, or (ii) within any period of twelve (12) consecutive calendar months, individuals who were directors of Borrower on the first day
of such period, together with any directors whose election by such board of directors or whose nomination for election by the shareholders
was approved by a vote of the majority of the directors then in office shall cease to constitute a majority of the board of directors of the
Borrower.

"Closing Date" means the date of this Agreement.

"Code" means the Internal Revenue Code of 1986, as amended from time to time.

"Collateral" means a collective reference to Domestic Business Assets of Borrower and its Domestic Subsidiaries, as the same may
be expressly set forth in the Security Agreement required to be delivered by Borrower to Lender in the event that the Accordion Facility is
Activated.

"Commitment Letter" means the letter agreement dated May 2, 2011 addressed to Borrower from Lender and accepted by Borrower
on May 13, 2011, as may be amended, modified, extended, restated, replaced, or supplemented from time to time.

"Commitments" means, collectively, the commitment of Lender to make Revolving Advances, Accordion Advances and
Construction Advances.

"Commonly Controlled Entity" means an entity, whether or not incorporated, which is under common control with Borrower within
the meaning of Section 4001(b)(1) of ERISA or is part of a group which includes Borrower and which is treated as a single employer under
Section 414(b) or 414(c) of the Code or, solely for purposes of Section 412 of the Code to the extent required by such Section,
Section 414(m) or 414(o) of the Code.
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"Completion Date" means the date which is two (2) years after date of the Initial Construction Disbursement.

"Completion of Improvements" means lien-free completion of the Improvements in accordance with the Plans, as evidenced (i) by
compliance on the part of Borrower or the Project, as the case may be, with all Legal Requirements relating to the occupancy and use of the
Improvements, including all necessary certificates of occupancy (or their equivalent), and (ii) by the documents, items and things described
in Section 8.7.

"Compliance Certificate" has the meaning set forth in Section 5.2(b).

"Consolidated" or "consolidated" means, with reference to any term defined herein, such term as applied to the accounts of Borrower
and its Subsidiaries, consolidated in accordance with GAAP.

"Consolidated EBIT" means, for any period, for Borrower and its Subsidiaries on a Consolidated basis, Consolidated Net Income for
such period and the sum of the following to the extent deducted in the calculation of Consolidated Net Income: (i) total federal, state, local
and foreign income taxes, and (ii) Consolidated Interest Expense, all as determined in accordance with GAAP.

"Consolidated EBITDA" means, for any period, for Borrower and its Subsidiaries on a Consolidated basis, Consolidated Net Income
for such period and the sum of the following to the extent deducted in the calculation of Consolidated Net Income: (i) total federal, state,
local and foreign income taxes, (ii) Consolidated Interest Expense and (iii) depreciation and amortization, all as determined in accordance
with GAAP.

"Consolidated Funded Debt" means, for any period, the Funded Debt of Borrower and its Subsidiaries on a Consolidated basis.

"Consolidated Interest Expense" means, for any period, for Borrower and its Subsidiaries on a Consolidated basis, total interest
expense (including that attributable to Capital Lease Obligations) for such period with respect to all outstanding Indebtedness of Borrower
and its Subsidiaries (including, without limitation, all commissions, discounts and other fees and charges owed by such Persons with
respect to letters of credit and bankers' acceptance financing and net costs of such Persons under Hedge Agreements in respect of interest
rates to the extent such net costs are allocable to such period in accordance with GAAP) but excluding any fair market value adjustments
related to Hedge Agreements.

"Consolidated Net Income" means, for any period, for Borrower and its Subsidiaries on a Consolidated basis, the net income after
taxes for such period, as determined in accordance with GAAP.

"Consolidated Tangible Net Worth" means, for any period, for Borrower and its Subsidiaries on a Consolidated basis, Consolidated
Total Tangible Assets minus Consolidated Total Liabilities as determined in accordance with GAAP applied on a consistent basis.
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"Consolidated Total Liabilities" means for any period, for Borrower and its Subsidiaries on a Consolidated basis, total liabilities
(including, without limitation, capitalized leases and all reserves for deferred taxes and other deferred sums appearing on the liabilities side
of a balance sheet of Borrower and its Subsidiaries, and all obligations as lessee under off-balance sheet synthetic leases) determined in
accordance with GAAP applied on a consistent basis.

"Consolidated Total Tangible Assets" means, for any period, for Borrower and its Subsidiaries on a Consolidated basis, consolidated
total assets, as determined in accordance with GAAP applied on a consistent basis; provided that for purposes of this computation, the
aggregate amount of any intangible assets of Borrower and its Subsidiaries, including, without limitation, goodwill, franchises, licenses,
patents, trademarks, trade names, copyrights, service marks and brand names, shall be subtracted from total assets.

"Construction Advance(s)" means Advance(s) of a portion of the Construction Facility.

"Construction Contract" means (collectively, if more than one) the A.I.A. "Standard Form of Agreement (guaranteed fixed price)
between Owner and Contractor" providing for the construction of the Improvements (together with any amendments or replacements of
such contract(s) that Borrower may enter into).

"Construction Costs" means all hard costs (e.g., for labor, materials and fixtures) incurred and to be incurred in the construction of the
Improvements that are payable in whole or in part from proceeds of the Loan, as more particularly described in the Budget.

"Construction Facility" means the loan for construction and/or remodeling of building improvements described in Section 2.3, below.

"Construction Facility Commitment Fee" has the meaning set forth in Section 2.3(c).

Construction Facility Conversion Date" means the date which is two (2) years after the date of the Initial Construction Disbursement.

"Construction Facility Maturity Date" means the date which is seven (7) years after the Closing Date.

"Construction Facility Amount" has the meaning set forth in Section 2.3.

"Construction Note" means the promissory note of Borrower in favor of Lender evidencing the Construction Facility provided
pursuant to Section 2.3, as such promissory note may be amended, modified, extended, restated, replaced, or supplemented from time to
time.

"Contractual Obligation" means, as to any Person, any provision of any security issued by such Person or of any agreement,
instrument or undertaking to which such Person is a party or by which it or any of its property is bound.

"Contractor" means the general contractor selected by Borrower to construct the Improvements.
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"Copyright Licenses" means any agreement, whether written or oral, providing for the grant by or to a Person of any right under any
Copyright, including, without limitation, any thereof referred to in Schedule 3.16 to this Agreement.

"Copyrights" means all copyrights (other than copyrights of de minimus value) of Borrower and its Subsidiaries in all works, now
existing or hereafter created or acquired, all registrations and recordings thereof, and all applications in connection therewith, whether in
the United States Copyright Office or in any similar office or agency of the United States, any state thereof or any other country or any
political subdivision thereof, or otherwise, including, without limitation, any thereof referred to in Schedule 3.16 and all renewals thereof.

"Covenant Not To Encumber" means the Covenant Not To Encumber dated as of the Closing Date given by Borrower to Lender for
recording in the public records of Sarasota County, Florida and Manatee County, Florida, in each case as amended, modified, extended,
restated, replaced or supplemented from time to time.

"Credit Documents" means this Agreement, each of the Notes, the Letters of Credit and any other LOC Documents, the Security
Documents, documents evidencing and/or related to Bank Products and all other agreements, documents, certificates and instruments
delivered to Lender by Borrower in connection herewith or therewith.

"Debtor Relief Laws" means the Bankruptcy Code and all other liquidation, conservatorship, bankruptcy, assignment for the benefit
of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or
other applicable jurisdictions from time to time in effect.

"Default" means any of the events specified in Section 7.1, whether or not any requirement for the giving of notice or the lapse of
time, or both, or any other condition, has been satisfied.

"Default Rate" shall mean (a) when used with respect to Borrower's Obligations, other than Letter of Credit Fees, an interest rate
equal to (i) for Base Rate Advances, the BR Default Rate and (ii) for LIBOR Rate Advances, the LIBOR Default Rate, (b) when used with
respect to Letter of Credit Fees, a rate equal to the Applicable Percentage applicable to Letter of Credit Fees plus 3.00% per annum and
(c) when used with respect to any other fee or amount due hereunder, a rate equal to the BR Default Rate.

"Deposit Account Control Agreement" shall mean an agreement, among Borrower, a depository institution, and Lender, which
agreement is in a form acceptable to Lender and which provides Lender with "control" (as such term is used in Article 9 of the UCC) over
the deposit account(s) described therein, as the same may be amended, modified, extended, restated, replaced, or supplemented from time
to time.

"Dollars" and "$"means dollars in lawful currency of the United States.

"Domestic Business Assets" means, with respect to any Person, all tangible and intangible assets, including, without limitation, cash,
Cash Equivalents, securities, accounts receivable, inventory, supplies, equipment, Patents, Patent Licenses, Trademarks and Trademark
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Licenses, but excluding real property and real property improvements, owned by such Person which are located within any state or
commonwealth of the United States or the District of Columbia and are used or are usable in connection with any business activity or
operation of such Person.

"Domestic Subsidiary" means any Subsidiary of Borrower that is organized and existing under the laws of the United States or any
state or commonwealth thereof or under the laws of the District of Columbia.

"Draw Request" means a request, on the AIA form of Application and Certificate for Payment (AIA Document G702), or on such
other form(s) as Lender may require, by Borrower for an Advance of a portion of the Construction Facility.

"EBIT to Interest Expense Ratio" means, , during the four (4) consecutive fiscal quarter period ending on the last day of the
applicable period, for Borrower and its Subsidiaries on a Consolidated basis, the ratio of (a) Consolidated EBIT for such period to
(b) Consolidated Interest Expense for such period.

"Effective Accordion Note Amount" means the stated principal amount of the Accordion Note then in effect.

"Environmental Issues" has the meaning set forth in Section 3.10(b).

"Environmental Laws" means any and all applicable foreign, Federal, state, local or municipal laws, rules, orders, regulations,
statutes, ordinances, codes, decrees, requirements of any Governmental Authority or other Requirement of Law (including common law)
regulating, relating to or imposing liability or standards of conduct concerning protection of human health or the environment, as now or
may at any time be in effect during the term of this Agreement.

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended from time to time.

"ERISA Plan" means, at any particular time, any employee benefit plan which is covered by Title IV of ERISA and in respect of
which Borrower or a Commonly Controlled Entity is (or, if such plan were terminated at such time, would under Section 4069 of ERISA be
deemed to be) an "employer" as defined in Section 3(5) of ERISA.

"Eurodollar Reserve Percentage" means for any day, the percentage (rounded if necessary, to the nearest 1/100,000 of 1% (to five
decimals points)) which is in effect for such day as prescribed by the Federal Reserve Board (or any successor) for determining the
maximum reserve requirement (including without limitation any basic, supplemental or emergency reserves) in respect of Eurocurrency
liabilities, as defined in Regulation D of such Board as in effect from time to time, or any similar category of liabilities for a member bank
of the Federal Reserve System in New York City.

"Event of Default" means any of the events specified in Section 7.1; provided, however, that any requirement for the giving of notice
or the lapse of time, or both, or any other condition, has been satisfied.
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"Existing Letter of Credit" means each of the Letters of Credit described by applicant, date of issuance, letter of credit number,
amount, beneficiary and the date of expiry on Schedule 1.1-6 hereto, if any.

"Extension of Credit" means, the making of an Advance by Lender or the issuance of a Letter of Credit by Lender.

"Facilities" means, collectively, the Revolving Facility, the Accordion Facility, if Activated, and the Construction Facility.

"Final Construction Disbursement" shall have the meaning set forth in Section 8.7.

"Foreign Subsidiary" means any Subsidiary that is not a Domestic Subsidiary.

"Funded Debt" means, with respect to any Person, without duplication, (a) all obligations of such Person for borrowed money, (b) all
obligations of such Person evidenced by bonds, debentures, notes or similar instruments, or upon which interest payments are customarily
made, (c) all obligations of such Person under conditional sale or other title retention agreements relating to property purchased by such
Person (other than customary reservations or retentions of title under agreements with suppliers entered into in the ordinary course of
business), (d) all obligations of such Person incurred, issued or assumed as the deferred purchase price of property or services purchased by
such Person (other than trade debt incurred in the ordinary course of business and due within six months of the incurrence thereof) which
would appear as liabilities on a balance sheet of such Person, (e) the principal portion of all Capital Lease Obligations of such Person,
(f) all obligations of such Person under Hedging Agreements, excluding any portion thereof which would be accounted for as interest
expense under GAAP, (g) the maximum amount of all letters of credit issued or bankers' acceptances facilities created for the account of
such Person and, without duplication, all drafts drawn thereunder (to the extent unreimbursed), (h) all preferred Capital Stock issued by
such Person and which by the terms thereof could be (at the request of the holders thereof or otherwise) subject to mandatory sinking fund
payments, redemption or other acceleration, (i) the principal balance outstanding under any synthetic lease, tax retention operating lease,
off-balance sheet loan or similar off-balance sheet financing product, (j) all indebtedness of others of the type described in clauses
(a) through (i) hereof secured by (or for which the holder of such indebtedness has an existing right, contingent or otherwise, to be secured
by) any Lien on, or payable out of the proceeds of production from, property owned or acquired by such Person, whether or not the
obligations secured thereby have been assumed, (k) all Guaranty Obligations of such Person with respect to Indebtedness of another Person
of the type described in clauses (a) through (i) hereof, and (l) all indebtedness of the type described in clauses (a) through (i) hereof of any
partnership or unincorporated joint venture in which such Person is a general partner or a joint venturer.

"GAAP" means: (a) prior to the date that Borrower is required to adopt International Financial Reporting Standards ("IFRS"),
generally accepted accounting principles in the United States set forth in the opinions and pronouncements of the Accounting Principal
Board and the American Institute of Certified Public Accountants and statements and pronouncements of the Financial Accounting
Standards Board or such other principles as may be approved by a significant segment of the accounting profession in the United States,
that are applicable to the
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circumstances as of the date of determination, consistently applied; and (b) on and after the date that Borrower is required to adopt IFRS,
IFRS as issued and set forth in the pronouncements of the International Accounting Standards Board, including standards and interpretations
approved by the International Accounting Standards Board and its predecessor the International Accounting Standards Committee, that are
applicable to the circumstances as of the date of determination, consistently applied.

"Government Acts" means the meaning set forth in Section 2.15.

"Governmental Authority" means any nation or government, any state or other political subdivision thereof and any entity exercising
executive, legislative, judicial, regulatory, taxing or administrative powers or functions of or pertaining to government (including any
supra-national bodies such as the European Union or the European Central Bank).

"Guaranty Obligations" means, with respect to any Person, without duplication, any obligations of such Person (other than
endorsements in the ordinary course of business of negotiable instruments for deposit or collection) guaranteeing or intended to guarantee
any Indebtedness of any other Person in any manner, whether direct or indirect, and including without limitation any obligation, whether or
not contingent, (i) to purchase any such Indebtedness or any property constituting security therefor, (ii) to advance or provide funds or
other support for the payment or purchase of any such Indebtedness or to maintain working capital, solvency or other balance sheet
condition of such other Person (including without limitation keep well agreements, maintenance agreements, comfort letters or similar
agreements or arrangements) for the benefit of any holder of Indebtedness of such other Person, (iii) to lease or purchase Property,
securities or services primarily for the purpose of assuring the holder of such Indebtedness, or (iv) to otherwise assure or hold harmless the
holder of such Indebtedness against loss in respect thereof. The amount of any Guaranty Obligation hereunder shall (subject to any
limitations set forth therein) be deemed to be an amount equal to the outstanding principal amount (or maximum principal amount, if larger)
of the Indebtedness in respect of which such Guaranty Obligation is made.

"Hedging Agreements" means, with respect to any Person, any ISDA Master Agreement, Confirmation and Schedules between
Borrower and Lender or any Affiliate of Lender executed on the Closing Date or at any time prior to or after the Closing Date or any other
agreement between Borrower and Lender or any Affiliate of Lender heretofore or hereafter entered into, which provides for an interest rate,
currency, equity, credit or commodity swap, cap, floor or collar, spot or foreign exchange transaction, cross-currency rate swap, currency
option, any combination thereof, or option with respect to, any of the foregoing or any similar transactions, for the purpose of hedging
Borrower's exposure to fluctuations in interest rates, exchange rates, currency, stock, portfolio or loan valuations or commodity prices
(including any such or similar agreement or transaction entered into by Lender or any Affiliate of Lender in connection with any other
agreement or transaction between Borrower and Lender or any Affiliate of Lender.)

"Holdback" means the retainage with respect to disbursements for Construction Costs, as provided in Subsection 8.4(a).
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"Improvements" means all buildings, parking and driveway areas, landscaping and other improvements constructed or remodeled
using the proceeds of the Construction Facility, all as more particularly described in the Plans.

"Increased Accordion Amount" has the meaning set forth in Section 2.2.

"Indebtedness" means, with respect to any Person, without duplication, (a) all obligations of such Person for borrowed money, (b) all
obligations of such Person evidenced by bonds, debentures, notes or similar instruments, or upon which interest payments are customarily
made, (c) all obligations of such Person under conditional sale or other title retention agreements relating to property purchased by such
Person (other than customary reservations or retentions of title under agreements with suppliers entered into in the ordinary course of
business), (d) all obligations of such Person issued or assumed as the deferred purchase price of property or services purchased by such
Person (other than trade debt incurred in the ordinary course of business and due within six months of the incurrence thereof) which would
appear as liabilities on a balance sheet of such Person, (e) all obligations of such Person under take-or-pay or similar arrangements or under
commodities agreements, (f) all Indebtedness of others secured by (or for which the holder of such Indebtedness has an existing right,
contingent or otherwise, to be secured by) any Lien on, or payable out of the proceeds of production from, property owned or acquired by
such Person, whether or not the obligations secured thereby have been assumed, (g) all Guaranty Obligations of such Person with respect to
Indebtedness of another Person, (h) the principal portion of all Capital Lease Obligations of such Person, (i) all obligations of such Person
under Hedging Agreements, excluding any portion thereof which would be accounted for as interest expense under GAAP, (j) the
maximum amount of all letters of credit issued or bankers' acceptances facilities created for the account of such Person and, without
duplication, all drafts drawn thereunder (to the extent unreimbursed), (k) all preferred Capital Stock issued by such Person and which by the
terms thereof could be (at the request of the holders thereof or otherwise) subject to mandatory sinking fund payments, redemption or other
acceleration, (l) the principal balance outstanding under any synthetic lease, tax retention operating lease, off-balance sheet loan or similar
off-balance sheet financing product and (m) the Indebtedness of any partnership or unincorporated joint venture in which such Person is a
general partner or a joint venturer.

"Indemnified Taxes" means Taxes other than Net Income Taxes.

"Indemnitee" shall have the meaning set forth in Section 9.5(b).

"Initial Accordion Amount" has the meaning set forth in Section 2.2.

"Initial Construction Disbursement" means the initial disbursement by Lender for payment of Construction Costs, to be made upon
the fulfillment of the conditions set forth in Section 8.5.

"Insolvency" means, with respect to any Multiemployer Plan, the condition that such Plan is insolvent within the meaning of such
term as used in Section 4245 of ERISA.

"Insolvent" means being in a condition of Insolvency.
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"Inspecting Engineer" means any engineer, architect or consultant designated by Lender from time to time to perform the duties of
Inspecting Engineer as provided herein.

"Intellectual Property" means all Copyrights, Copyright Licenses, Patents, Patent Licenses, Trademarks and Trademark Licenses of
Borrower and its Subsidiaries, all goodwill associated therewith and all rights to sue for infringement thereof.

"Interest Period" means, with respect to any LIBOR Rate Advance,
(i) initially, the period commencing on, and including, the Borrowing Date or conversion date, as the case may be, with respect

to such LIBOR Rate Advance and ending on, and including, the last day of the month in which such Borrowing Date or conversion date
occurred; and

(ii) thereafter, each one (1) month period commencing on, and including, the first day of the month immediately following the
prior Interest Period applicable to such LIBOR Rate Advance and ending on, and including, the last day of such month;

provided that the foregoing provisions are subject to the following:
(A) with respect to any LIBOR Rate Advance, unless Borrower has given notice of its election to convert such LIBOR

Rate Advance to a Base Rate Advance as provided herein, Borrower shall be deemed to have elected to continue the affected LIBOR Rate
Advance as a LIBOR Rate Advance; and

(B) no Interest Period in respect of any Advance shall extend beyond the Maturity Date.

"Interest Rate Determination Date" means the date of the initial Advance under a Facility and the first Business Day of each calendar
month thereafter.

"Land" means the real property on which the Improvements are to be constructed, which real property is more particularly described
in Exhibit "A" attached hereto.

"Legal Requirements" means (i) any and all present and future judicial decisions, statutes, rulings, rules, regulations, permits,
certificates or ordinances of any Governmental Authority in any way applicable to Borrower and/or the Project, including, without limiting
the generality of the foregoing, the ownership, use, construction, occupancy, possession, operation, maintenance, alteration, repair or
reconstruction thereof; and (ii) any and all covenants, conditions or restrictions contained in any deed, declaration or other instrument of
any nature that relate in any way or are applicable to the Project or the ownership, use or occupancy thereof.

"Lending Office" means, initially, the Lender's office located at 201 E. Kennedy Boulevard, Suite 1800, Tampa, Florida 33602, and
thereafter, such other office of Lender as Lender may from time to time specify Borrower.

"Letter of Credit Fee" means the meaning set forth in Section 2.4(b).
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"Letters of Credit" means (a) any letter of credit issued by Lender pursuant to the terms hereof, as such letter of credit may be
amended, modified, restated, extended, renewed, increased, replaced or supplemented from time to time in accordance with the terms of this
Agreement and (c) any Existing Letter of Credit, in each case as such letter of credit may be amended, modified, extended, renewed or
replaced from time to time in accordance with the terms of this Agreement.

"Leverage Ratio" means the ratio of (a) Consolidated Funded Debt on the last day of the applicable period to (b) Consolidated
EBITDA for the four (4) consecutive fiscal quarter period ending on the last day of the applicable period.

"LIBOR" means the rate per annum (rounded if necessary, to the nearest 1/100,000 of 1% (to five decimals points)) effective on any
Interest Rate Determination Date which is equal to the London interbank offered rate for deposits in Dollars for a one (1) month period,
which rate appears on that page of Bloomberg reporting service or such similar service, as determined by Lender, that displays British
Bankers' Association interest settlement rates for deposits in Dollars, as of 11:00 A.M. London time, two (2) Business Days prior to the
Interest Rate Determination Date.

"LIBOR Default Rate" means, as of any date of determination, the LIBOR Rate plus the Applicable Percentage for LIBOR Rate
Loans in effect on such date plus 3%.

"LIBOR Rate" means a rate per annum (rounded, if necessary, to the nearest 1/100,000 of 1% (to five decimals points)) determined
by Lender pursuant to the following formula:
 

       

  LIBOR Rate =  LIBOR    
    1.00 - Eurodollar Reserve Percentage    

"LIBOR Rate Advances" means Advances the rate of interest applicable to which is based on the LIBOR Rate.

"Lien" means any mortgage, pledge, hypothecation, assignment, deposit arrangement, encumbrance, lien (statutory or other), charge
or other security interest or any preference, priority or other security agreement or preferential arrangement of any kind or nature
whatsoever (including, without limitation, any conditional sale or other title retention agreement and any Capital Lease having
substantially the same economic effect as any of the foregoing).

"LOC Documents" means, with respect to any Letter of Credit, such Letter of Credit, any amendments thereto, any documents
delivered in connection therewith, any application therefor, and any agreements, instruments, guarantees or other documents (whether
general in application or applicable only to such Letter of Credit) governing or providing for (i) the rights and obligations of the parties
concerned or (ii) any collateral security for such obligations.

"LOC Obligations" means, at any time, the sum of (i) the maximum amount which is, or at any time thereafter may become, available
to be drawn under Letters of Credit then outstanding, assuming compliance with all requirements for drawings referred to in such Letters of
Credit plus (ii) the aggregate amount of all drawings under Letters of Credit honored by Lender but not theretofore reimbursed.
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"Mandatory Borrowing" has the meaning set forth in Section 2.4(c).

"Material Adverse Effect" means a material adverse effect on (a) the business, operations, property, condition (financial or otherwise)
or prospects of Borrower and its Subsidiaries taken as a whole, (b) the ability of Borrower to perform its obligations, when such obligations
are required to be performed, under this Agreement, any of the Notes or any other Credit Document or (c) the validity or enforceability of
this Agreement, any of the Notes or any of the other Credit Documents or the rights or remedies of Lender hereunder or thereunder or the
perfection or priority of any Lien in favor of Lender.

"Material Contract" means any contract or other agreement set forth on Schedule 3.23 and any other contract or agreement, whether
written or oral, to which Borrower or any of its Subsidiaries is a party (i) as to which the breach, nonperformance, cancellation or failure to
renew by any party thereto could reasonably be expected to have a significant adverse impact (for these purposes, any contract requiring
payments in any year exceeding 5% of Consolidated Tangible Net Worth) or (ii) any agreement identified in Item 601 of SEC Regulation
S-K as a "material contract" required to be filed with appropriate SEC filings in accordance with the periodic reporting requirements of the
Securities Exchange Act of 1934.

"Materials" has the meaning set forth in Section 8.2.

"Materials of Environmental Concern" means any gasoline or petroleum (including crude oil or any fraction thereof) or petroleum
products or any hazardous or toxic substances, materials or wastes, defined or regulated as such in or under any Environmental Law,
including, without limitation, asbestos, polychlorinated biphenyls and urea-formaldehyde insulation.

"Maturity Date" means, for the Revolving Facility and, if Activated, the According Facility, August 1, 2016.

"Moody's" means Moody's Investors Service, Inc.

"Multiemployer Plan" means a Plan which is a multiemployer plan as defined in Section 4001(a)(3) of ERISA.

"Net Income Taxes" means, with respect to Lender, (a) any Taxes imposed on or measured by Lender's overall net income (however
denominated), or any franchise Taxes imposed on Lender in lieu of net income Taxes by the jurisdiction (or any political subdivision
thereof) under the laws of which Lender is organized or in which its principal office is located or in which its Lending Office is located, and
(b) any branch profits Taxes imposed by the United States or any similar tax imposed by any other jurisdiction in which Borrower are
located.

"Non-Construction Costs" means all costs, other than Construction Costs, incurred and to be incurred in constructing and operating
the Project that are payable in whole or in part with proceeds of the Construction Facility, as more particularly described in the Budget.

"Notes" means a collective reference to the Revolving Note, the Accordion Note and the Construction Note.
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"Notice of Borrowing" means the written notice of borrowing as referenced and defined in Section 2.1(b)(i) or 2.2(b)(i), as
appropriate.

"Notice of Commencement" means, collectively (if more than one), the notice(s) of commencement with respect to the construction
of the Improvements, which are to be executed by Borrower, and recorded by Borrower in the public records of the county in which the
Land is located prior to the commencement of construction of the Improvements to which the notice relates. A certified copy of the
recorded Notice of Commencement shall be posted on the Land by Borrower, and a photocopy thereof provided to Lender, as soon as
possible after the recordation thereof.

"Notice of Conversion" means the written notice of extension or conversion as referenced and defined in Section 2.7.

"OFAC" means the U.S. Department of the Treasury's Office of Foreign Assets Control.

"Other Taxes" means all present or future stamp, court or documentary Taxes and any other excise, property, intangible, recording,
filing or similar Taxes which arise from any payment made under, from the execution, delivery, performance, enforcement or registration
of, from the receipt or perfection of a security interest under, or otherwise with respect to, any Credit Document.

"Patent Licenses" means all agreements, whether written or oral, providing for the grant by or to a Person of any right to
manufacture, use or sell any invention covered by a Patent, including, without limitation, any thereof referred to in Schedule 3.16 to the
Agreement.

"Patents" means all letters patent of the United States or any other country, now existing or hereafter arising, and all improvement
patents, reissues, reexaminations, patents of additions, renewals and extensions thereof, including, without limitation, any thereof referred
to in Schedule 3.16 to this Agreement, and (ii) all applications for letters patent of the United States or any other country, now existing or
hereafter arising, and all provisionals, divisions, continuations and continuations-in-part and substitutes thereof, including, without
limitation, any thereof referred to in Schedule 3.16 to this Agreement.

"Patriot Act" means the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct
Terrorism (USA PATRIOT ACT) Act of 2001 (Title III of Pub. L. No. 107-56 (signed into law October 26, 2001)), as amended or
modified from time to time.

"Payment Date" means, with respect to each Facility, the first (1st) day of the month following the initially Advance of funds under
such Facility, the first (1st) day of each month thereafter to and including the month in which the Maturity Date or the Construction Facility
Maturity Date, as applicable, occurs and the Maturity Date or the Construction Facility Maturity Date, as applicable.

"Payment Event of Default" shall mean an Event of Default specified in Section 7.1(a).
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"PBGC" means the Pension Benefit Guaranty Corporation established pursuant to Subtitle A of Title IV of ERISA.

"Permitted Acquisition" means an acquisition or a series of related acquisitions by Borrower of the assets or all of the Capital Stock
of a Person that is incorporated, formed or organized in the United States or any division, line of business or other business unit of a Person
that is incorporated, formed or organized in the United States (such Person or such division, line of business or other business unit of such
Person referred to herein as the "Target"), so long as (a) no Default or Event of Default shall then exist or will exist after giving effect
thereto, (b) except with respect to a transaction solely involving the purchase of assets of a dealer of Borrower in the ordinary course of
Borrower's business, Borrower shall deliver a pro forma compliance statement demonstrating to the reasonable satisfaction of Lender that
Borrower will be in compliance on a Pro Forma Basis with all of the terms and provisions of the financial covenants set forth in Section 5.9
after giving effect to any such acquisition, (c) if the Accordion Facility has been Activated, Lender shall have received (or shall receive in
connection with the closing of such acquisition) a first priority perfected security interest in all domestic business property acquired with
respect to the Target, except for such property as to which Lender shall determine that the costs of obtaining such a security interest are
excessive in relation to the value of the security to be afforded thereby and (d) the total consideration (including, without limitation, cash,
stock, assumed debt and earnout obligations, the "Total Consideration") for all acquisitions made during any fiscal year of Borrower shall
not exceed $10,000,000 in the aggregate.

"Permitted Investments" means:
(i) cash and Cash Equivalents;
(ii) receivables owing to Borrower or any of its Subsidiaries and advances to suppliers, in each case if created, acquired or made

in the ordinary course of business and payable or dischargeable in accordance with customary trade terms;
(iii) investments or loans (pursuant to Section 6.1(d)) made by Borrower in or to a Subsidiary;
(iv) investments (including debt obligations) received in connection with the bankruptcy or reorganization of suppliers and

customers and in settlement of delinquent obligations of, and other disputes with, customers and suppliers arising in the ordinary course of
business;

(v) non-cash consideration received in connection with sales of property or assets permitted under Section 6.5(a);
(vi) advances and loans to employees for the purchase price of Capital Stock of Borrower pursuant to an employee stock option

of Borrower;
(vii) Permitted Acquisitions;
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(viii) loans to any of Borrower's dealers, suppliers or distributors made in the ordinary course of business that shall not exceed
any such individual dealer's or distributor's gross amount of accrued commissions due to such dealer or distributor at the time of
origination, as calculated by Borrower, or any future advance thereafter, unless secured by other assets of such dealer or distributor;

(ix) life insurance premium advances to Affiliates and stockholders;
(x) cash surrender value of Borrower-owned life insurance policies on Affiliates, shareholders, officers and employees of

Borrower, whether maintained during or subsequent to an insured person's termination, maintained in the ordinary course of business in
accordance with Borrower's historic practice; and

(xi) Hedging Agreements and Bank Products to the extent permitted hereunder.

As used herein, "investment" shall mean all investments, in cash or by delivery of property made, directly or indirectly in or to any
Person, whether by acquisition of shares of Capital Stock, property, assets, indebtedness or other obligations or securities or by loan
advance, capital contribution or otherwise.

"Permitted Liens" means:
(i) Liens created by or otherwise existing, under or in connection with this Agreement or the other Credit Documents in favor

of Lender;
(ii) purchase money Liens securing purchase money indebtedness (and refinancings thereof) to the extent permitted under

Section 6.1(c);
(iii) Liens for taxes, assessments, charges or other governmental levies not yet due, or as to which the period of grace (not to

exceed 60 days), if any, related thereto has not expired or which are being contested in good faith by appropriate proceedings, provided that
(A) the aggregate amount of such contested Liens shall not exceed $250,000 and (B) adequate reserves with respect thereto are maintained
on the books of Borrower or its Subsidiaries, as the case may be, in conformity with GAAP (or, in the case of Subsidiaries with significant
operations outside of the United States of America, generally accepted accounting principles in effect from time to time in their respective
jurisdictions of incorporation);

(iv) carriers', warehousemen's, mechanics', materialmen's, repairmen's inchoate, unperfected or other like Liens arising in the
ordinary course of business which are not overdue for a period of more than 30 days or which are being contested in good faith by
appropriate proceedings; provided that a reserve or other appropriate provision shall have been made therefor and the aggregate amount of
such Liens is less than $250,000;

(v) pledges or deposits in connection with workers' compensation, unemployment insurance and other social security
legislation and deposits securing
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liability to insurance carriers under insurance or self-insurance arrangements, in each case made in the ordinary course of business
and in accordance with historical past practices of Borrower and its Subsidiaries;

(vi) deposits to secure the performance of bids, trade contracts (other than for borrowed money), leases, statutory obligations,
surety and appeal bonds, performance bonds and other obligations of a like nature incurred in the ordinary course of business, in each case
made in the ordinary course of business and in accordance with historical past practices of Borrower and its Subsidiaries;

(vii) any extension, renewal or replacement (or successive extensions, renewals or replacements), in whole or in part, of any
Lien referred to in the foregoing clauses; provided that if such Liens relate to property or assets that are Collateral hereunder, then such
extension, renewal or replacement Lien shall be limited to all or a part of the property which secured the Lien so extended, renewed or
replaced (plus improvements on such property);

(viii) Liens existing on the Closing Date and set forth on Schedule 1.1-4; provided that (a) no such Lien shall at any time be
extended to cover property or assets other than the property or assets subject thereto on the Closing Date and (b) if such Liens relate to
property or assets that are Collateral hereunder, then the principal amount of the Indebtedness secured by such Liens shall not be increased,
extended, renewed, refunded or refinanced;

(ix) Liens arising in connection with Capital Leases; provided that if such Liens relate to property or assets that are or become
Collateral hereunder, then only to the extent permitted under Section 6.1(c);

(x) any interest or title of a lessor under any lease entered into by Borrower or any Subsidiary in the ordinary course of its
business and covering only the assets so leased;

(xi) easements, rights-of-way, zoning restrictions, minor defects or irregularities in title and other similar encumbrances not
interfering in any material respect with the value or use of the property to which such lien is attached.

"Person" means an individual, partnership, corporation, limited liability company, business trust, joint stock company, trust,
unincorporated association, joint venture, Governmental Authority or other entity of whatever nature.

"Plans" means the architectural, structural and mechanical engineering plans, drawings and specifications for the completion of the
Improvements, together with such supplements, amendments or modifications thereto.

"Pledge Agreements" means any Pledge Agreement executed by Borrower to secure Borrower's Obligations, in each case as
amended, modified, extended, restated, replaced, or supplemented from time to time.
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"Prime Rate" means, at any time, the rate of interest per annum the rate of interest quoted as the "prime rate" as reported in the
"Money Rates" section of the Wall Street Journal (or the arithmetic average of the rates so quoted, if more than one rate is quoted) or, in
the event of discontinuance of such publication or such section thereof, the Prime Rate shall mean the monthly average prime rate as
reported and published in the Federal Reserve Bulletin published monthly by the Board of Governors of the Federal Reserve System under
the table styled "Prime Rate Charged by Banks on Short Term Business Loans." In the event of the discontinuance of both such
publications or such section or table thereof, the Prime Rate shall mean the prime rate as from time to time announced or published by
Citibank, N.A., at its principal office in New York, New York. The parties hereto acknowledge that the Prime Rate is an index or base rate
and shall not necessarily be the lowest or best rate charged by any financial institution.

"Pro Forma Basis" means, with respect to any transaction, that such transaction shall be deemed to have occurred as of the first day of
the four-quarter period (or twelve month period, as applicable) ending as of the most recent quarter end (or month end, as applicable)
preceding the date of such transaction.

"Project" means, collectively, the Land and the Improvements.

"Properties" has the meaning set forth in Section 3.10(a).

"Recovery Event" means theft, loss, physical destruction or damage, taking or similar event with respect to any property or assets
owned by Borrower or any of its Subsidiaries which results in the receipt by Borrower or any of its Subsidiaries of any cash insurance
proceeds or condemnation award payable by reason thereof.

"Reimbursement Obligation" means the obligation of Borrower to reimburse Lender pursuant to Section 2.4(c) for amounts drawn
under Letters of Credit.

"Related Parties" means, with respect to any Person, such Person's Affiliates and the partners, directors, officers, employees, agents,
trustees and advisors of such Person and of such Person's Affiliates.

"Reorganization" means, with respect to any Multiemployer Plan, the condition that such Plan is in reorganization within the meaning
of such term as used in Section 4241 of ERISA.

"Reportable Event" means any of the events set forth in Section 4043(c) of ERISA, other than those events as to which the thirty-day
notice period is waived under PBGC Reg. "4043.

"Requirement of Law" means, as to any Person, the Certificate of Incorporation and By-laws or other organizational or governing
documents of such Person, and each law, treaty, rule or regulation or determination of an arbitrator or a court or other Governmental
Authority, in each case applicable to or binding upon such Person or any of its property or to which such Person or any of its property is
subject.

"Responsible Officer" means, as to Borrower, any of the President, the Chief Executive Officer or the Chief Financial Officer.
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"Restricted Payment" means (a) any dividend or other distribution, direct or indirect, on account of any shares of any class of Capital
Stock of Borrower or any of its Subsidiaries, now or hereafter outstanding, (b) any redemption, retirement, sinking fund or similar payment,
purchase or other acquisition for value, direct or indirect, of any shares of any class of Capital Stock of Borrower or any of its Subsidiaries,
now or hereafter outstanding, (c) any payment made to retire, or to obtain the surrender of, any outstanding warrants, options or other rights
to acquire shares of any class of Capital Stock of Borrower or any of its Subsidiaries, now or hereafter outstanding or (d) any payment or
prepayment of principal of premium, if any, or interest on redemption purchase, retirement, defeasance, sinking fund or similar payment
with respect to any Subordinated Debt.

"Revolving Advance(s)" means Advance(s) of portions of the Revolving Facility.

"Revolving Committed Amount" has the meaning set forth in Section 2.1.

"Revolving Commitment Period" means the period from the Closing Date to, but not including, the Maturity Date.

"Revolving Facility" means the revolving credit facility contemplated in Section 2.1.

"Revolving Note" means the promissory note of Borrower in favor of Lender evidencing the Revolving Facility provided pursuant to
Section 2.1(d), as such promissory note may be amended, modified, extended, restated, replaced, or supplemented from time to time.

"S&P" means Standard & Poor's Ratings Group, a division of The McGraw Hill Companies, Inc.

"Sanctioned Entity" means (a) a country or a government of a country, (b) an agency of the government of a country, (c) an
organization directly or indirectly controlled by a country or its government, or (d) a person or entity resident in or determined to be
resident in a country, that is subject to a country sanctions program administered and enforced by OFAC.

"Sanctioned Person" means a person named on the list of Specially Designated Nationals maintained by OFAC.

"Sarbanes-Oxley" means the Sarbanes-Oxley Act of 2002.

"SEC" means the Securities and Exchange Commission or any successor Governmental Authority.

"Securities Account Control Agreement" shall mean an agreement, among Borrower, a securities intermediary, and Lender, which
agreement is in a form acceptable to Lender and which provides Lender with "control" (as such term is used in Articles 8 and 9 of the UCC)
over the securities account(s) described therein, as the same may be as amended, modified, extended, restated, replaced, or supplemented
from time to time.

"Securities Act" means the Securities Act of 1933, together with any amendment thereto or replacement thereof and any rules or
regulations promulgated thereunder.
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"Securities Exchange Act" means the Securities Exchange Act of 1934, together with any amendment thereto or replacement thereof
and any rules or regulations promulgated thereunder.

"Securities Laws" means the Securities Act, the Securities Exchange Act, Sarbanes-Oxley and the applicable accounting and auditing
principles, rules, standards and practices promulgated, approved or incorporated by the SEC or the Public Company Accounting Oversight
Board, as each of the foregoing may be amended and in effect on any applicable date hereunder.

"Security Agreements" means any Security Agreement executed by Borrower to secure some or all of Borrower's Obligations, in each
case as amended, modified, extended, restated, replaced, or supplemented from time to time in accordance with its terms.

"Security Documents" means any Security Agreement, Pledge Agreement, Deposit Account Control Agreement, Securities Account
Control Agreement and any other documents executed and delivered in connection with the granting, attachment and perfection of Lender's
security interests and liens arising thereunder, including, without limitation, UCC financing statements.

"Single Employer Plan" means any Plan which is not a Multiemployer Plan.

"Specified Sales" means (a) the sale, transfer, lease or other disposition of inventory and materials in the ordinary course of business,
(b) the sale, transfer or other disposition of cash or Cash Equivalents and (c) the sale, transfer or other disposition of assets consisting of or
arising from any Hedging Agreement.

"Subordinated Debt" means any Indebtedness incurred by Borrower which by its terms is specifically subordinated in right of
payment to the prior payment of Borrower's Obligations.

"Subsidiary" means, as to any Person, a corporation, partnership, limited liability company or other entity of which shares of stock or
other ownership interests having ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other managers of such corporation, partnership or
other entity are at the time owned, or the management of which is otherwise controlled, directly or indirectly through one or more
intermediaries, or both, by such Person. Unless otherwise qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement
shall refer to a Subsidiary or Subsidiaries of Borrower.

"Target" has the meaning set forth in the definition of "Permitted Acquisitions."

"Taxes" means all present or future taxes, levies, imposts, duties, deductions, withholdings, assessments, fees or other charges
imposed by any Governmental Authority, including any interest, additions to tax or penalties applicable thereto.

"Total Consideration" has the meaning set forth in the definition of "Permitted Acquisitions."
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"Trademark License" means any agreement, whether written or oral, providing for the grant by or to a Person of any right to use any
Trademark, including, without limitation, any thereof referred to in Schedule 3.16 to this Agreement.

"Trademarks" means all trademarks, trade names, corporate names, company names, business names, fictitious business names,
service marks, elements of package or trade dress of goods or services, logos and other source or business identifiers (other than such items
that are of de minimus value), together with the goodwill associated therewith, now existing or hereafter adopted or acquired, all
registrations and recordings thereof, and all applications in connection therewith, whether in the United States Patent and Trademark Office
or in any similar office or agency of the United States, any State thereof or any other country or any political subdivision thereof, including,
without limitation, any thereof referred to in Schedule 3.16 to this Agreement, and (ii) all renewals thereof including, without limitation,
any thereof referred to in Schedule 3.16.

"Transactions" means the closing of this Agreement and the other Credit Documents and the other transactions contemplated hereby
and pursuant to the other Credit Documents (including, without limitation, the initial borrowings under the Credit Documents and the
payment of fees and expenses in connection with all of the foregoing).

"Type" means, as to any Advance, its nature as a Base Rate or a LIBOR Rate Advance, as the case may be.

"UCC" means the Uniform Commercial Code from time to time in effect in any applicable jurisdiction.

"United States" or "U.S." means the United States of America.

"Voting Stock" means, with respect to any Person, Capital Stock issued by such Person the holders of which are ordinarily, in the
absence of contingencies, entitled to vote for the election of directors (or persons performing similar functions) of such Person, even
though the right so to vote has been suspended by the happening of such a contingency.

"Works" means all works which are subject to copyright protection pursuant to Title 17 of the United States Code.

Section 1.2 Other Definitional Provisions; Time References.

(a) Unless otherwise specified therein, all terms defined in this Agreement shall have the defined meanings when used in the Notes or
other Credit Documents or any certificate or other document made or delivered pursuant hereto.

(b) 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, and Section, subsection, Schedule and Exhibit references are to
this Agreement unless otherwise specified.
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(c) The meanings given to terms defined herein shall be equally applicable to both the singular and plural forms of such terms.

(d) Unless otherwise expressly indicated, each time reference in any Credit Document shall be to Tampa, Florida time.

(e) Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms.

(f) The words "include," "includes" and "including" shall be deemed to be followed by the phrase "without limitation." The word
"will" shall be construed to have the same meaning and effect as the word "shall."

(g) Unless the context requires otherwise, (i) any definition of or reference to any agreement, instrument or other document herein
shall be construed as referring to such agreement, instrument or other document as from time to time amended, restated, supplemented,
amended and restated or otherwise modified (subject to any restrictions on such amendments, supplements or modifications set forth
herein), (ii) any reference herein to any Person shall be construed to include such Person's successors and assigns, (iii) any reference to any
law or regulation herein shall, unless otherwise specified, refer to such law or regulation as amended, modified or supplemented from time
to time, (iv) the words "asset" and "property" shall be construed to have the same meaning and effect and to refer to any and all tangible and
intangible assets and properties, including cash, securities, accounts and contract rights and (v) all terms defined in this Agreement shall
have the defined meanings when used in any other Credit Document or any certificate or other document made or delivered pursuant
hereto.

Section 1.3 Accounting Terms.

(a) Generally. All accounting terms not specifically or completely defined herein shall be construed in conformity with, and all
financial data (including financial ratios and other financial calculations) required to be submitted pursuant to this Agreement shall be
prepared in conformity with, GAAP applied on a consistent basis, as in effect from time to time, applied in a manner consistent with that
used in preparing the most recently delivered audited Consolidated financial statements of Borrower and its Subsidiaries, except as
otherwise specifically prescribed herein.

(b) Changes in GAAP. If at any time any change in GAAP, including the adoption of IFRS, would affect the computation of any
financial ratio or requirement set forth in any Credit Document, and either the Borrower or the Lender shall so request, Lender and
Borrower shall negotiate in good faith to amend such ratio or requirement to preserve the original intent thereof in light of such change in
GAAP; provided that, until so amended, (i) such ratio or requirement shall continue to be computed in accordance with GAAP prior to such
change therein and (ii) Borrower shall provide to Lender financial statements and other documents required under this Agreement or as
reasonably requested hereunder setting forth a reconciliation between calculations of such ratio or requirement made before and after giving
effect to such change in GAAP.
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(c) Financial Covenant Calculations. The parties hereto acknowledge and agree that, for purposes of all calculations made in
determining compliance for any applicable period or any applicable date with the financial covenants set forth in Section 5.9 and for
purposes of determining the Applicable Percentage, (i) after consummation of any Permitted Acquisition, (A) income statement items and
other balance sheet items (whether positive or negative) attributable to the Target acquired in such transaction shall be included in such
calculations to the extent relating to such applicable period (including by adding any cost saving synergies associated with such Permitted
Acquisition in a manner reasonably satisfactory to Lender), subject to adjustments mutually acceptable to Borrower and Lender and
(B) Indebtedness of a Target which is retired in connection with a Permitted Acquisition shall be excluded from such calculations and
deemed to have been retired as of the first day of such applicable period and (ii) after any sale, lease or transfer permitted by Section 6.5(a)
(v), (A) income statement items, cash flow statement items and balance sheet items (whether positive or negative) attributable to the
property or assets disposed of shall be excluded in such calculations to the extent relating to such applicable period, subject to adjustments
mutually acceptable to Borrower and Lender and (B) Indebtedness that is repaid with the proceeds of such transactions permitted by
Section 6.5(a)(v) shall be excluded from such calculations and deemed to have been repaid as of the first day of such applicable period.

ARTICLE II

THE LOANS; AMOUNT AND TERMS

Section 2.1 Revolving Facility.

(a) Revolving Commitment. During the Revolving Commitment Period, subject to the terms and conditions hereof, Lender agrees to
make Revolving Advances in Dollars to Borrower from time to time in a principal amount of up to FIFTEEN MILLION DOLLARS
($15,000,000) (the "Revolving Committed Amount") to finance working capital needs, the issuance of Letters of Credit and other general
corporate purposes, including Permitted Acquisitions. Revolving Advances may consist of Base Rate Advances or LIBOR Rate Advances,
or a combination thereof, as Borrower may request. Subject to the limitation that the principal amount of the Revolving Facility, plus LOC
Obligations of Letter of Credit issued under the Revolving Facility outstanding at any one time not exceed the Revolving Committed
Amount and the other provisions of this Agreement, Borrower may borrow, repay all or portions of the Revolving Advances and reborrow
under the Revolving Facility until the Maturity Date, after which Lender's obligation to make Revolving Advances shall terminate.

(b) Revolving Facility Borrowings.
(i) Notice of Borrowing. Borrower may request a Revolving Advance by delivering a written Notice of Borrowing (or

telephone notice promptly confirmed in writing by delivery of a written Notice of Borrowing, which confirmation may be by facsimile) to
Lender not later than 11:00 a.m. on the date of the requested Advance. Each such Notice of Borrowing shall be irrevocable and shall
specify (A) that a Revolving Advance is requested, (B) the date of the requested borrowing (which shall be a Business Day), (C) the
principal amount to be borrowed and (D) whether the borrowing shall be
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comprised of a Base Rate Advance, a LIBOR Rate Advance or a combination thereof. A form of Notice of Borrowing (a "Notice of
Borrowing") is attached as Schedule 2.1(b)(i). If Borrower shall fail to specify in any such Notice of Borrowing the Type of Revolving
Advance requested, then such notice shall be deemed to be a request for a LIBOR Rate Advance hereunder. In the event that Borrower
intends to request that a LIBOR Rate Advance be made on the Closing Date, Borrower shall give Lender written notice of such intent not
less than two (2) Business Days prior to the Closing Date.

(ii) Minimum Amounts. Each Revolving Advance which is a Base Rate Advance shall be in a minimum aggregate amount of
$200,000 and in integral multiples of $200,000 in excess thereof (or the remaining amount of the Revolving Committed Amount, if less).
Each Revolving Advance which is a LIBOR Rate Advance shall be in a minimum aggregate amount of $200,000 and in integral multiples
of $200,000 in excess thereof (or the remaining amount of the Revolving Committed Amount, if less).

(iii) Advances. If all conditions set forth in this Agreement are met, Lender will make each Revolving Advance requested by
Borrower pursuant to this Agreement on the same Business Day that Lender receives the applicable Notice of Borrowing if the Notice of
Borrowing is received by Lender prior to 11:00 a.m. on such Business Day and on the next Business Day if the Notice of Borrowing is
received by Lender after 11:00 a.m. Each Revolving Advance shall be effected by crediting the principal amount thereof to a deposit
account designated by Borrower maintained with Lender.

(iv) Payment in full at Maturity. The entire outstanding principal amount of all Revolving Advances, together with accrued but
unpaid interest and all other sums owing with respect thereto, shall be due and payable in full on the Maturity Date, unless accelerated
sooner pursuant to Section 7.2.

(c) Interest. Subject to the provisions of Section 2.8, interest on Revolving Advances shall accrue at the Applicable Interest Rate.
Until such time as the Accordion Loan is Activated, the Applicable Interest Rate for Revolving Advances shall be the LIBOR Rate, plus
the Applicable Percentage specified in clause (a) of the Applicable Percentage definition. From and after the date upon which the
Accordion Facility is Activated, the Applicable Interest Rate on Revolving Advances shall be as follows:

(i) Base Rate Advances. The Applicable Interest Rate for each such Base Rate Advance shall be a per annum rate equal to the
sum of the Base Rate, plus the Applicable Percentage specified in clause (b) of the Applicable Percentage definition; and

(ii) LIBOR Rate Advances. The Applicable Interest Rate for each such LIBOR Rate Advance shall be a per annum rate equal
to the sum of the LIBOR Rate, plus the Applicable Percentage specified in clause (b) of the Applicable Percentage definition.
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Interest on Revolving Advances shall be payable in arrears on each Payment Date. Borrower shall have the option to fix the
Applicable Interest Rate on Revolving Advances pursuant to a Hedging Agreement.

(d) Revolving Note/Security. The Revolving Facility shall be evidenced by this Agreement and the Revolving Note. The Revolving
Facility is unsecured.

(e) Fees. There is no commitment, loan origination or unused fee payable by Borrower in connection with the Revolving Facility.
New Letters of Credit issued under the Revolving Facility shall be subject to the annual fee set forth in Section 2.4(b).

Section 2.2 Accordion Facility.

Provided no Default of Event of Default has occurred and is continuing, Borrower may initiate the activation the Accordion Facility
by (i) giving not less than three (3) days prior written notice to Lender specifying the initial principal amount of the Accordion Facility
elected by Borrower, which amount shall be an amount not less than $5,000,000 or an even multiple of $5,000,000, not to exceed the
Accordion Commitment Amount (the "Initial Accordion Amount") and (ii) paying to Lender the applicable Accordion Commitment Fee, as
set forth in Section 2.2(e)(i), below. Funding of the initial Accordion Advance shall be subject to satisfaction of the conditions set forth in
Section 4.2 of this Agreement. In the event that, at any time that the Accordion Note then in effect is in a principal amount which is less
than the Accordion Committed Amount, Borrower may elect to increase the then effective principal amount of the Accordion Facility by
$5,000,000 or an even multiple of $5,000,000, but not to exceed the Accordion Committed Amount (the "Increased Accordion Amount"),
by (i) giving not less than three (3) days prior written notice to Lender setting forth the Increased Accordion Amount and (ii) delivery to
Lender of a replacement Accordion Note in the principal amount of the Increased Accordion Amount and such documents modifying the
Security Documents as Lender reasonably may require.

(a) Accordion Commitment. During the Accordion Commitment Period, subject to the terms and conditions hereof, Lender agrees to
make Accordion Advances in Dollars to Borrower from time to time in a principal amount not to exceed the lesser of (i) Effective
Accordion Note Amount or (ii) up to TWENTY MILLION DOLLARS ($20,000,000) (the "Accordion Committed Amount") to finance
working capital needs, the issuance of Letters of Credit and other general corporate purposes, including Acquisitions. Accordion Advances
may consist of Base Rate Advances or LIBOR Rate Advances, or a combination thereof, as Borrower may request. Subject to the limitation
that the principal amount of the Accordion Facility, plus LOC Obligations of Letter of Credit issued under the Accordion Facility
outstanding at any one time not exceed then applicable Effective Accordion Note Amount and the other provisions of this Agreement,
Borrower may borrow, repay all or portions of the Accordion Advances and reborrow under the Accordion Facility until the Maturity Date,
after which Lender's obligation to make Accordion Advances shall terminate.

(b) Accordion Facility Borrowings.
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(i) Notice of Borrowing. Borrower may request an Accordion Advance by delivering a written Notice of Borrowing (or
telephone notice promptly confirmed in writing by delivery of a written Notice of Borrowing, which confirmation may be by facsimile) to
Lender not later than 11:00 a.m. on the date of the requested Advance. Each such Notice of Borrowing shall be irrevocable and shall
specify (A) that an Accordion Advance is requested, (B) the date of the requested borrowing (which shall be a Business Day), (C) the
principal amount to be borrowed and (D) whether the borrowing shall be comprised of a Base Rate Advance, a LIBOR Rate Advance or a
combination thereof. If Borrower shall fail to specify in any such Notice of Borrowing the Type of Accordion Advance requested, then
such notice shall be deemed to be a request for a LIBOR Rate Advance hereunder.

(ii) Minimum Amounts. Each Accordion Advance which is a Base Rate Advance shall be in a minimum aggregate amount of
$200,000 and in integral multiples of $200,000 in excess thereof (or the remaining amount available under then effective Accordion Note,
if less). Each Accordion Advance which is a LIBOR Rate Advance shall be in a minimum aggregate amount of $200,000 and in integral
multiples of $200,000 in excess thereof (or the remaining amount available under then effective Accordion Note, if less).

(iii) Advances. If all conditions set forth in this Agreement are met, Lender will make each Accordion Advance requested by
Borrower pursuant to this Agreement on the same Business Day that Lender receives the applicable Notice of Borrowing, if the Notice of
Borrowing is received by Lender prior to 11:00 a.m. on such Business Day, or on the next Business Day, if the Notice of Borrowing is
received by Lender after 11:00 a.m. Each Accordion Advance shall be effected by crediting the principal amount thereof to a deposit
account designated by Borrower maintained with Lender.

(iv) Payment in full at Maturity. The entire outstanding principal amount of all Accordion Advances, together with accrued but
unpaid interest and all other sums owing with respect thereto, shall be due and payable in full on the Maturity Date, unless accelerated
sooner pursuant to Section 7.2.

(c) Interest. Subject to the provisions of Section 2.8, interest shall accrue on Accordion Advances at the Applicable Interest Rate as
follows:

(i) Base Rate Advances. The Applicable Interest Rate for each such Base Rate Advance shall be a per annum rate equal to the
sum of the Base Rate, plus the Applicable Percentage specified in clause (b) of the Applicable Percentage definition; and

(ii) LIBOR Rate Advances. The Applicable Interest Rate for each such LIBOR Rate Advance shall be a per annum rate equal
to the sum of the LIBOR Rate, plus the Applicable Percentage specified in clause (b) of the Applicable Percentage definition.
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Interest on Accordion Advances shall be payable in arrears on each Payment Date. Borrower shall have the option to fix the
Applicable Interest Rate on Accordion Advances pursuant to a Hedging Agreement.

(d) Accordion Note/Security. The Accordion Facility shall be evidenced by this Agreement and the Accordion Note, as the same may
be amended and restated from time to time. From the date that the Accordion Facility is Activated until the Accordion Note is repaid in full,
the obligations of Borrower to repay the principal and interest on the Accordion Facility shall be secured by a security interest in the
Domestic Business Assets of Borrower and Borrower's Domestic Subsidiaries. Lender's security interest in such Domestic Business Assets
shall be created and/or perfected by such Security Documents as Lender may reasonably require. Further, from and after the date upon
which the Accordion Facility is Activated and continuing until the Accordion Note has been repaid in full, all of Borrower's obligations
under or with respect to all Bank Products and Hedging Agreements shall also be secured by the security interest and Security Documents
securing the Accordion Facility.

(e) Fees.
(i) Commitment Fees. At such time as Borrower shall give notice to Lender of Borrower's election to activate the Accordion

Facility, Borrower shall pay to Lender a nonrefundable commitment fee equal to 0.20% multiplied by the Initial Accordion Amount. At any
time that the then Effective Accordion Note Amount is increased at Borrower's election, as provided in this Section 2.2, Borrower shall pay
to Lender a nonrefundable commitment fee equal to 0.20% multiplied by the amount of the increase. The commitment fees payable by
Borrower pursuant to this subsection are collectively referred to as the "Accordion Commitment Fee"). The parties recognize and agree that
the Accordion Commitment Fee (i) was not and is not a charge for the use of money, but rather a purchase of the right to secure a loan of
money on the part of Borrower, and (ii) was a material inducement for Lender to provide the Accordion Facility and for having Lender
ready, willing and able to fund the Accordion Facility in accordance with the terms of the Commitment Letter and this Agreement.
Borrower's payment of the Accordion Commitment Fee to Lender is and shall be in addition to all other payments (including without
limitation principal and interest) now or hereafter payable to Lender pursuant to the Accordion Note and this Agreement.

(ii) Unused Fee. From the date that the Accordion Facility is Activated until the Maturity Date, Company shall pay to Lender
an unused fee equal to the percentage rate per annum set forth in the "Accordion Facility Unused Fee" column of the table appearing in
clause (b) of the definition of Applicable Percentage multiplied by the daily balance of the unused portion of the Effective Accordion Note
Amount existing as of the date of calculation. The unused fee shall be payable quarterly in arrears on the third day of every third month
(commencing on the third day of the third month following the effective date of the Accordion Note) and on the Maturity Date and shall be
computed on the basis of a year of 360 days and assessed for the actual number of days elapsed.

Section 2.3 Construction Facility.
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Provided no Default or Event of Default has occurred and is continuing and subject to the terms and conditions set forth in this
Agreement, Lender agrees that Borrower may borrow, prior to the Construction Facility Conversion Date, up to FIFTEEN MILLION
DOLLARS ($15,000,000) to finance the construction of Improvements on the Land in accordance with the Plans and such other
construction and/or remodeling work as may be approved by Lender. Borrower agrees to accept the Construction Facility and to use the
proceeds thereof only as provided herein. The Construction Facility shall be evidenced by the Construction Note. All Construction
Advances shall be made upon and subject to the terms and conditions set forth in Article VIII of this Agreement.

(a) Interest. Subject to the provisions of Section 2.8, interest shall accrue on Construction Advances at the Applicable Interest Rate as
follows:

(i) Base Rate Advances. The Applicable Interest Rate for each such Base Rate Advance shall be a per annum rate equal to the
sum of the Base Rate plus the Applicable Percentage specified in clause (c) of the Applicable Percentage definition; and

(ii) LIBOR Rate Advances. The Applicable Interest Rate for each such LIBOR Rate Advance shall be a per annum rate equal
to the sum of the LIBOR Rate plus the Applicable Percentage specified in clause (c) of the Applicable Percentage definition.

Borrower shall have the option to fix the Applicable Interest Rate on Construction Advances pursuant to a Hedging Agreement.

(b) Payments. Prior to the Construction Facility Conversion Date, payments of interest only on Construction Advances shall be
payable in arrears on each Payment Date. From and after the Construction Facility Conversion Date, payments of interest and principal
(based upon the amortization of the outstanding principal amount of the Construction Facility on the Construction Facility Conversion
Date over a 15-year period) shall be payable on each subsequent Payment Date. The entire outstanding principal amount of Construction
Facility, together with accrued but unpaid interest and all other sums owing with respect thereto, shall be due and payable in full on the
Construction Facility Maturity Date, unless accelerated sooner pursuant to Section 7.2.

(c) Fees.
(i) Commitment Fee. On the Closing Date Borrower shall pay to Lender a nonrefundable commitment fee in the amount of

$30,000.00 (the "Construction Facility Commitment Fee"). The parties recognize and agree that the Construction Facility Commitment Fee
(i) was not and is not a charge for the use of money, but rather a purchase of the right to secure a loan of money on the part of Borrower,
and (ii) was a material inducement for Lender to provide the Construction Facility and for having Lender ready, willing and able to fund the
Construction Facility in accordance with the terms of the Commitment Letter and this Agreement. Borrower's payment of the Construction
Facility Commitment Fee to Lender is and shall be in addition to all other payments (including without limitation principal and interest)
now or hereafter payable to Lender pursuant to the Construction Note and this Agreement.
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(ii) Unused Fee. There is no unused fee payable by Borrower to Lender with respect to the Construction Facility.

Section 2.4 Letters of Credit.

(a) Issuance. Subject to the terms and conditions hereof and of the LOC Documents, if any, and any other terms and conditions which
Lender may reasonably require, prior to the Maturity Date Lender shall issue Letters of Credit for the account of Borrower from time to
time upon request by Borrower in a form reasonably acceptable to Lender; provided, however, that (i) either (A) if the Accordion Facility
has not been Activated, the sum of outstanding Revolving Advances plus outstanding LOC Obligations shall not at any time exceed the
Revolving Committed Amount or (B) if the Accordion Facility has been activated, the sum of outstanding Revolving Advances, plus
outstanding Accordion Advances, plus outstanding LOC Obligations shall not at any time exceed the aggregate of the Revolving
Committed Amount plus the then applicable Effective Accordion Note Amount, (ii) all Letters of Credit shall be denominated in U.S.
Dollars and (iii) Letters of Credit shall be issued for lawful corporate. No Letter of Credit shall have an original expiry date more than one
year from the date of issuance, unless otherwise agreed to by Lender; provided, however, so long as no Default or Event of Default has
occurred and is continuing and subject to the other terms and conditions to the issuance of Letters of Credit hereunder, the expiry dates of
Letters of Credit may be extended annually or periodically from time to time on the request of Borrower or by operation of the terms of the
applicable Letter of Credit to a date not more than one year from the date of extension; provided, further, that no Letter of Credit, as
originally issued or as extended, shall have an expiry date extending beyond the date that is one (1) year after the Maturity Date. Each
Letter of Credit shall comply with the related LOC Documents. The issuance and expiry date of each Letter of Credit shall be a Business
Day. Borrower's Reimbursement Obligations in respect of each Existing Letter of Credit and new Letter of Credit shall be governed by the
terms of this Credit Agreement

(b) Letter of Credit Fees. Prior to the date upon which the Accordion Facility is Activated, Borrower shall pay to Lender an annual
fee for each new Letter of Credit issued under the Revolving Facility equal to 1.45% of the amount of such Letter of Credit. From and after
the date that the Accordion Facility is Activated, Borrower shall pay to Lender an annual fee for each new Letter of Credit issued under the
Revolving Facility or the Accordion Facility in an amount equal to the applicable percentage shown in the "LIBOR Rate Margin/Letter of
Credit Fee" column of the table appearing in clause (b) of the definition of Applicable Percentage multiplied by the amount of such Letter
of Credit.

(c) Reimbursement. In the event of any drawing under any Letter of Credit, Lender will promptly notify Borrower. Borrower shall
reimburse Lender on the day of drawing under any Letter of Credit (with the proceeds of a Revolving Advance obtained hereunder or
otherwise) in same day funds as provided herein or in the LOC Documents. If Borrower shall fail to reimburse Lender as provided herein,
the unreimbursed amount of such drawing shall automatically bear interest at a per annum rate equal to the BR Default Rate for so long as
such amount shall be unreimbursed. Unless Borrower shall immediately notify Lender of Borrower's intent to otherwise reimburse Lender,
Borrower shall be deemed to have requested a Revolving Advance (a "Mandatory Borrowing") in the amount of the Reimbursement
Obligations, the proceeds of which will be used to satisfy the Reimbursement Obligations. Borrower's
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Reimbursement Obligations hereunder shall be absolute and unconditional under all circumstances irrespective of any rights of set-off,
counterclaim or defense to payment Borrower may claim or have against Lender, the beneficiary of the Letter of Credit drawn upon or any
other Person, including without limitation any defense based on any failure of Borrower to receive consideration or the legality, validity,
regularity or unenforceability of the Letter of Credit.

(d) Modification, Extension. The issuance of any supplement, modification, amendment, renewal, or extension to any Letter of Credit
shall, for purposes hereof, be treated in all respects the same as the issuance of a new Letter of Credit hereunder.

(e) ISP98 and UCP. Unless otherwise expressly agreed by Lender and Borrower, when a Letter of Credit is issued, (i) the rules of the
"International Standby Practices 1998," published by the Institute of International Banking Law & Practice (or such later version thereof as
may be in effect at the time of issuance) shall apply to each standby Letter of Credit, and (ii) the rules of The Uniform Customs and
Practice for Documentary Credits, as most recently published by the International Chamber of Commerce at the time of issuance, shall
apply to each documentary Letter of Credit.

(f) Cash Collateralization. In the event that any Letter of Credit has an expiry date after the Maturity Date, on or prior to the Maturity
Date Borrower shall deliver to Lender Cash Collateral in an amount sufficient to cover all LOC Obligations for each such Letter of Credit.

(i) Grant of Security Interest. All Cash Collateral (other than credit support not constituting funds subject to deposit) delivered
pursuant to Section 2.4(f) shall be maintained in blocked, non-interest bearing deposit accounts with Lender. n the event that any Letter of
Credit has an expiry date after the Maturity Date, Borrower shall grant to (and subjects to the control of) Lender a first priority security
interest in all such cash, deposit accounts and all balances therein, and all other property so provided as collateral pursuant hereto, and in all
proceeds of the foregoing, all as security for the obligations to which such Cash Collateral may be applied as hereinafter provided. If at any
time Lender determines that Cash Collateral is subject to any right or claim of any Person other than Lender as herein provided, or that the
total amount of such Cash Collateral is less than the LOC Obligations secured thereby, Borrower will, promptly upon demand by Lender,
pay or provide to Lender additional Cash Collateral in an amount sufficient to eliminate such deficiency.

(ii) Application. Notwithstanding anything to the contrary contained in this Agreement, Cash Collateral provided under any of
this Section in respect of Letters of Credit shall be held and applied to the satisfaction of the specific LOC Obligations for which the Cash
Collateral was so provided.

(iii) Release. Cash Collateral (or the appropriate portion thereof) provided to reduce LOC Obligations shall be released to
Borrower promptly following (i) the elimination of the applicable LOC Obligations giving rise thereto or (ii) Lender's good faith
determination that there exists excess Cash Collateral.
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(g) Conflict with LOC Documents. In the event of any conflict between this Agreement and any LOC Document (including any letter
of credit application and any LOC Documents relating to the Existing Letters of Credit), this Agreement shall control.

Section 2.5 Prepayments.

(a) Optional Prepayments. Borrower shall have the right to prepay Advances in whole or in part from time to time. Borrower shall
give two (2) Business Day's advanced irrevocable notice of Borrower's intent to prepay to Lender. Each prepayment pursuant to this
Section 2.5(a) shall be applied to the outstanding Facilities as Borrower may elect; provided, however, each prepayment shall be applied
first to Base Rate Advances and then to LIBOR Rate Advances in direct order of Interest Period maturities. All prepayments under this
Section 2.5(a) shall be without premium or penalty. Interest on the principal amount prepaid through the date of prepayment shall be
payable on the next occurring Payment Date that would have occurred had such Advances not been prepaid or, at the option of Borrower or
the request of Lender, interest on the principal amount prepaid shall be payable on any date that a prepayment is made hereunder through
the date of prepayment.

(b) Bank Product Obligations Unaffected. Any prepayment made pursuant to this Section shall not affect Borrower's obligation to
continue to make payments under any Bank Product, which shall remain in full force and effect notwithstanding such prepayment, subject
to the terms of such Bank Product.

Section 2.6 Default Rate.

Upon the occurrence and during the continuance of an Event of Default, the principal of and, to the extent permitted by law, interest
on the Facilities and any other amounts owing hereunder or under the other Credit Documents shall automatically bear interest at a rate per
annum which is equal to the applicable Default Rate. Any default interest owing under this Section 2.6 shall be due and payable on the
earlier to occur of (i) demand by Lender and (ii) the Maturity Date.

Section 2.7 Conversion Options.

(a) Borrower may elect from time to time to convert all Base Rate Advances to LIBOR Rate Advances, in whole, but not in part, by
giving Lender at least three (3) Business Days' prior irrevocable written notice of such election. A form of Notice of Conversion is attached
as Schedule 2.7. If the date upon which the outstanding Base Rate Advances are to be converted to LIBOR Rate Advances is not a Business
Day, then such conversion shall be made on the next succeeding Business Day and during the period from such last day of an Interest
Period to such succeeding Business Day such Advance shall bear interest as if it were an Base Rate Advance. The Base Rate Advances may
not be converted into LIBOR Rate Advances when any Default or Event of Default has occurred and is continuing.

(b) Borrower may elect from time to time to convert all LIBOR Rate Advances to Base Rate Advances, in whole, but not in part, by
giving Lender at least one (1) Business Day's prior irrevocable written notice of such election. A form of Notice of Conversion is attached
as Schedule 2.7. If the date upon which the LIBOR Rate Advances are to be converted to Base
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Rate Advances is not a Business Day, then such conversion shall be made on the next succeeding Business Day and during the period from
such last day of an Interest Period to such succeeding Business Day such Advance shall bear interest as if it were an Base Rate Advance.

Section 2.8 Computation of Interest and Fees.

(a) All fees, interest and all other amounts payable hereunder shall be calculated on the basis of a 360 day year for the actual days
elapsed. Any change in the Applicable Interest Rate on Base Rate Advances resulting from a change in the Base Rate shall become
effective as of the opening of business on the day on which such change in the Base Rate shall become effective. Any change in the
Applicable Interest Rate on LIBOR Rate Advances resulting from a change in the LIBOR Rate shall become effective on the first day of
the next Interest Period. Lender shall as soon as practicable notify Borrower and Lender of the effective date and the amount of each such
change.

(b) Each determination of an Applicable Interest Rate by Lender pursuant to any provision of this Agreement shall be conclusive and
binding on Borrower in the absence of manifest error. Lender shall, at the request of Borrower, deliver to Borrower a statement showing
the computations used by Lender in determining any interest rate.

(c) It is the intent of Lender and Borrower to conform to and contract in strict compliance with applicable usury law from time to time
in effect. All agreements between Lender and Borrower are hereby limited by the provisions of this paragraph which shall override and
control all such agreements, whether now existing or hereafter arising and whether written or oral. In no way, nor in any event or
contingency (including but not limited to prepayment or acceleration of the maturity of any Obligation), shall the interest taken, reserved,
contracted for, charged, or received under this Agreement, under the Notes or otherwise, exceed the maximum nonusurious amount
permissible under applicable law. If, from any possible construction of any of the Credit Documents or any other document, interest would
otherwise be payable in excess of the maximum nonusurious amount, any such construction shall be subject to the provisions of this
paragraph and such interest shall be automatically reduced to the maximum nonusurious amount permitted under applicable law, without
the necessity of execution of any amendment or new document. If Lender shall ever receives anything of value which is characterized as
interest on the Facilities under applicable law and which would, apart from this provision, be in excess of the maximum nonusurious
amount, an amount equal to the amount which would have been excessive interest shall, without penalty, be applied to the reduction of the
principal amount owing on the Facilities and not to the payment of interest, or refunded to Borrower if and to the extent such amount which
would have been excessive exceeds such unpaid principal amount of the Facilities. The right to demand payment of the Facilities or any
other Indebtedness evidenced by any of the Credit Documents does not include the right to receive any interest which has not otherwise
accrued on the date of such demand, and Lender do not intend to charge or receive any unearned interest in the event of such demand. All
interest paid or agreed to be paid to Lender with respect to the Facilities shall, to the extent permitted by applicable law, be amortized,
prorated, allocated, and spread throughout the full stated term (including any renewal or extension) of the Facilities so that the amount of
interest on account of such indebtedness does not exceed the maximum nonusurious amount permitted by applicable law.
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Section 2.9 Payments.

(a) Each payment (other than prepayments) of principal or interest under this Agreement or any Note shall be applied, first, to any fees
then due and owing by Borrower, second, to interest then due and owing hereunder and under the Notes and, third, to principal then due and
owing hereunder and under the Notes. Each optional prepayment of the Advances shall be applied in accordance with Section 2.5(a). All
payments (including prepayments) to be made by Borrower on account of principal, interest and fees shall be made without defense, set-off
or counterclaim and shall be made to Lender for the account of Lender at Lender's office specified in Section 9.2 in Dollars and in
immediately available funds not later than 12:00 Noon on the date when due. If any payment hereunder becomes due and payable on a day
other than a Business Day, such payment shall be extended to the next succeeding Business Day, and, with respect to payments of
principal, interest thereon shall be payable at the then applicable rate during such extension.

(b) Allocation of Payments After Event of Default. Notwithstanding any other provisions of this Agreement to the contrary, after the
occurrence and during the continuance of an Event of Default, all amounts collected or received by Lender on account of Borrower's
Obligations or any other amounts outstanding under any of the Credit Documents or in respect of the Collateral shall be paid over or
delivered as follows:

FIRST, to the payment of all reasonable out-of-pocket costs and expenses (including without limitation reasonable attorneys'
fees) of Lender in connection with enforcing the rights of Lender under the Credit Documents and any protective advances made by Lender
with respect to the Collateral under or pursuant to the terms of the Security Documents;

SECOND, to payment of any fees owed to Lender;
THIRD, to the payment of all of Borrower's Obligations consisting of accrued fees and interest, and including with respect to

any Bank Product, any fees, premiums and scheduled periodic payments due under such Bank Product and any interest accrued thereon;
FOURTH, to the payment of the outstanding principal amount of Borrower's Obligations and the payment or cash

collateralization of the outstanding LOC Obligations, and including with respect to any Bank Product, any breakage, termination or other
payments due under such Hedging Agreement and any interest accrued thereon; and

FIFTH, to the payment of the surplus, if any, to whomever may be lawfully entitled to receive such surplus.

In carrying out the foregoing, (i) amounts received shall be applied in the numerical order provided until exhausted prior to application to
the next succeeding category and (ii) to the extent that any amounts available for distribution pursuant to clause "FOURTH" above are
attributable to the issued but undrawn amount of outstanding Letters of Credit, such amounts shall be held by Lender in a cash collateral
account and applied (A) first, to reimburse Lender
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from time to time for any drawings under such Letters of Credit and (B) then, following the expiration of all Letters of Credit, to all other
obligations of the types described in clause "FIFTH" above in the manner provided in this Section 2.9(b).

Section 2.10 Inability to Determine Interest Rate.

Notwithstanding any other provision of this Agreement, if Lender shall reasonably determine (which determination shall be
conclusive and binding absent manifest error) that, by reason of circumstances affecting the relevant market, reasonable and adequate
means do not exist for ascertaining LIBOR for any Interest Period, Lender shall forthwith give telephone notice of such determination,
confirmed in writing, to Borrower at least two Business Days prior to the first day of such Interest Period. Unless Borrower shall have
notified Lender upon receipt of such telephone notice that Borrower wishes to rescind or modify its request regarding any new LIBOR Rate
Advances, such Advances that were requested to be made as LIBOR Rate Advances shall be made as Base Rate Advances and Advances
were requested to be converted into or continued as LIBOR Rate Advances shall be converted into Base Rate Advances. Until any such
notice has been withdrawn by Lender, no further Advances shall be made as, continued as, or converted into, LIBOR Rate Advances.

Section 2.11 Illegality.

Notwithstanding any other provision of this Agreement, if any Change in Law or in the interpretation or application thereof by the
relevant Governmental Authority to Lender shall make it unlawful for Lender to make or maintain LIBOR Rate Advances as contemplated
by this Agreement or to obtain in the interbank eurodollar market the funds with which to make such LIBOR Rate Advances, if Lender is
match-funding such LIBOR Rate Advances, (a) Lender shall promptly notify Borrower thereof, (b) the commitment of Lender hereunder to
make LIBOR Rate Advances or continue LIBOR Rate Advances as such shall forthwith be suspended until Lender shall give notice that
the condition or situation which gave rise to the suspension shall no longer exist, and (c) Advances then outstanding as LIBOR Rate
Advances, if any, shall be converted on the last day of the Interest Period or within such earlier period as required by law as Base Rate
Advances. Borrower hereby agree to promptly pay Lender, upon its demand, any additional amounts necessary to compensate such Lender
for actual and direct costs (but not including anticipated profits) reasonably incurred by Lender in making any repayment in accordance
with this Section including, but not limited to, any interest or fees payable by Lender to the provider of funds obtained by Lender in order to
make or maintain its LIBOR Rate Advances hereunder. A certificate as to any additional amounts payable pursuant to this Section
submitted by Lender to Borrower shall be conclusive in the absence of manifest error. Lender agrees to use reasonable efforts to avoid or to
minimize any amounts which may otherwise be payable pursuant to this Section; provided, however, that such efforts shall not cause the
imposition on such Lender of any additional costs or legal or regulatory burdens deemed by such Lender in its sole discretion to be material.

Section 2.12 Yield Protection.

(a) Increased Costs Generally. If any Change in Law shall:
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(i) impose, modify or deem applicable any reserve, special deposit, compulsory loan, insurance charge or similar requirement
against assets of, deposits with or for the account of, or credit extended or participated in by, Lender (except any reserve requirement
reflected in the LIBOR Rate);

(ii) subject Lender to any (or any increase in any) Taxes with respect to any Credit Document or any Letter of Credit (except for
the imposition of, or any change in the rate of, any Net Income Tax); or

(iii) impose on Lender or the London interbank market any other condition, cost or expense affecting this Agreement or LIBOR
Rate Advances made by Lender or any Letter of Credit or participation therein;

and the result of any of the foregoing shall be to increase the cost to Lender of making or maintaining LIBOR Rate Advances or of
maintaining its obligation to make any such Advances, or to increase the cost to Lender of issuing or maintaining any Letter of Credit (or of
maintaining its obligation to issue any Letter of Credit), or to reduce the amount of any sum received or receivable by Lender (whether of
principal, interest or any other amount) then, provided that Lender has complied with Sections 2.12(e) and (f), upon request of Lender,
Borrower will pay to Lender, such additional amount or amounts as will compensate Lender for such additional costs incurred or reduction
suffered.

(b) Capital Requirements. If Lender shall have reasonably determined that any Change in Law affecting Lender, regarding capital
requirements has or would have the effect of reducing the rate of return on Lender's capital or on the capital of Lender's holding company,
if any, as a consequence of this Agreement, the Advances made or to be made by Lender as contemplated by this Agreement, or the Letters
of Credit issued by Lender, to a level below that which Lender or such Lender's holding company could have achieved but for such Change
in Law (taking into consideration Lender's policies and the policies of Lender's holding company with respect to capital adequacy) by an
amount reasonably deemed by Lender to be material, then, provided that Lender has complied with Sections 2.12(e) and (f), from time to
time, within fifteen (15) days after demand by Lender, Borrower will pay to Lender such additional amount or amounts as will compensate
Lender or Lender's holding company for any such reduction suffered.

(c) Certificates for Reimbursement. A certificate of Lender setting forth the amount or amounts necessary to compensate such Lender
or its holding company, as the case may be, as specified in paragraph (a) or (b) of this Section and delivered to Borrower shall be
conclusive absent manifest error. Borrower shall pay Lender the amount shown as due on any such certificate within fifteen (15) days after
receipt thereof.

(d) Delay in Requests. Failure or delay on the part of Lender to demand compensation pursuant to this Section shall not constitute a
waiver of Lender's right to demand such compensation, provided that Borrower shall not be required to compensate Lender pursuant to this
Section for any increased costs incurred or reductions suffered more than six (6) months prior to the date that Lender notifies Borrower of
the Change in Law giving rise to such increased costs or reductions, and of Lender's intention to claim compensation therefore (except
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that, if the Change in Law giving rise to such increased costs or reductions is retroactive, then the six-month period referred to above shall
be extended to include the period of retroactive effect thereof).

(e) Notice to Borrower. Lender shall promptly notify Borrower of any event which it has knowledge after the date hereof which will
entitle Lender to compensation and will use commercially reasonable efforts to avoid the need for, or reduce, such compensation for itself.

(f) Reasonable Efforts. Lender agrees to use reasonable efforts to avoid or to minimize any amounts which might otherwise be
payable pursuant to this paragraph of this Section; provided, however, that such efforts shall not cause the imposition on Lender of any
additional costs or legal or regulatory burdens deemed by Lender to be material.

Section 2.13 Indemnity.

Borrower hereby agrees to indemnify Lender and to hold Lender harmless from any funding loss or expense which Lender may
sustain or incur as a consequence of (a) default by Borrower in payment of the principal amount of or interest on any Facility in accordance
with the terms hereof, (b) default by Borrower in accepting an Advance after Borrower has given a notice in accordance with the terms
hereof, and/or (c) default by Borrower in making any prepayment after Borrower has given a notice in accordance with the terms hereof. A
certificate as to any additional amounts payable pursuant to this Section submitted by Lender to Borrower shall be conclusive in the absence
of manifest error. The agreements in this Section shall survive termination of this Agreement and payment of the Notes and all other
amounts payable hereunder.

Section 2.14 Taxes.

(a) Payments Free of Taxes. Any and all payments by or on account of any obligation of Borrower under any Credit Document shall
be made free and clear of and without reduction or withholding for any Taxes.

(b) Payment of Other Taxes by Borrower. Without limiting the provisions of paragraph (a) above, Borrower shall timely pay to the
relevant Governmental Authority in accordance with applicable law, or at the option of Lender timely reimburse it for the payment of, any
Other Taxes.

(c) Indemnification by Borrower. Borrower shall indemnify Lender, within thirty (30) days after demand therefor, for the full amount
of any Indemnified Taxes or Other Taxes (including Indemnified Taxes or Other Taxes imposed or asserted on or attributable to amounts
payable under this Section) payable or paid by Lender and any reasonable expenses arising therefrom or with respect thereto, whether or not
such Indemnified Taxes or Other Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. A
certificate as to the amount of such payment or liability delivered to Borrower by Lender shall be conclusive absent manifest error. In
addition, Borrower shall indemnify Lender, within thirty (30) days after demand therefor, for any incremental Taxes that may become
payable by Lender as a result of any failure of Borrower to pay any Taxes when due to the appropriate Governmental Authority or to
deliver to such Lender, pursuant to paragraph (d), documentation evidencing the payment of Taxes.
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(d) Evidence of Payments. As soon as practicable after any payment of Taxes by Borrower to a Governmental Authority pursuant to
this Section, Borrower shall deliver to Lender the original or a certified copy of a receipt issued by such Governmental Authority
evidencing such payment, a copy of the return reporting such payment or other evidence of such payment reasonably satisfactory to Lender.

(e) Treatment of Certain Refunds. If Lender determines, in its sole discretion, that it has received a refund of any Taxes as to which it
has been indemnified pursuant to this Section, it shall pay to Borrower an amount equal to such refund (but only to the extent of indemnity
payments made under this Section with respect to the Indemnified Taxes or Other Taxes giving rise to such refund), net of all out-of-pocket
expenses (including Taxes) of Lender, and without interest (other than any interest paid by the relevant Governmental Authority with
respect to such refund), provided that Borrower, upon the request of Lender, agrees to repay the amount paid over pursuant to this
paragraph (e) (plus any penalties, interest or other charges imposed by the relevant Governmental Authority) to Lender in the event Lender
is required to repay such refund to such Governmental Authority. Notwithstanding anything to the contrary in this paragraph (e), in no
event will Lender be required to pay any amount to Borrower pursuant to this paragraph (e) the payment of which would place Lender in a
less favorable net after-Tax position than Lender would have been in if the indemnification payments or additional amounts giving rise to
such refund had never been paid. This paragraph shall not be construed to require Lender to make available its Tax returns (or any other
information relating to its Taxes that it deems confidential) to Borrower or any other Person.

(f) Each party's obligations in this Section 2.14 shall survive the termination of the Credit Documents and any obligations payable
thereunder.

Section 2.15 Letters of Credit Indemnification; Nature of Lender's Duties.

(a) In addition to its other obligations under Section 2.4, Borrower hereby agrees to protect, indemnify, pay and save Lender harmless
from and against any and all claims, demands, liabilities, damages, losses, costs, charges and expenses (including reasonable attorneys' fees)
that Lender may incur or be subject to as a consequence, direct or indirect, of (i) the issuance of any Letter of Credit or (ii) the failure of
Lender to honor a drawing under a Letter of Credit as a result of any act or omission, whether rightful or wrongful, of any present or future
de jure or de facto government or governmental authority (all such acts or omissions, herein called "Government Acts").

(b) As between Borrower and Lender, Borrower shall assume all risks of the acts, omissions or misuse of any Letter of Credit by the
beneficiary thereof. Lender shall not be responsible: (i) for the form, validity, sufficiency, accuracy, genuineness or legal effect of any
document submitted by any party in connection with the application for and issuance of any Letter of Credit, even if it should in fact prove
to be in any or all respects invalid, insufficient, inaccurate, fraudulent or forged; (ii) for the validity or sufficiency of any instrument
transferring or assigning or purporting to transfer or assign any Letter of Credit or the rights or benefits
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thereunder or proceeds thereof, in whole or in part, that may prove to be invalid or ineffective for any reason; (iii) for failure of the
beneficiary of a Letter of Credit to comply fully with conditions required in order to draw upon a Letter of Credit; (iv) for errors, omissions,
interruptions or delays in transmission or delivery of any messages, by mail, cable, telegraph, telex or otherwise, whether or not they be in
cipher; (v) for errors in interpretation of technical terms; (vi) for any loss or delay in the transmission or otherwise of any document
required in order to make a drawing under a Letter of Credit or of the proceeds thereof; and (vii) for any consequences arising from causes
beyond the control of Lender, including, without limitation, any Government Acts. None of the above shall affect, impair, or prevent the
vesting of Lender's rights or powers hereunder.

(c) In furtherance and extension and not in limitation of the specific provisions hereinabove set forth, any action taken or omitted by
Lender, under or in connection with any Letter of Credit or the related certificates, if taken or omitted in good faith, shall not put Lender
under any resulting liability to Borrower. It is the intention of the parties that this Agreement shall be construed and applied to protect and
indemnify Lender against any and all risks involved in the issuance of the Letters of Credit, all of which risks are hereby assumed by
Borrower, including, without limitation, any and all risks of the acts or omissions, whether rightful or wrongful, of any Government
Authority. Lender shall not, in any way, be liable for any failure by Lender or anyone else to pay any drawing under any Letter of Credit as
a result of any Government Acts or any other cause beyond the control of Lender.

(d) Nothing in this Section 2.15 is intended to limit the Reimbursement Obligation of Borrower contained in Section 2.4(c). The
obligations of Borrower under this Section 2.15 shall survive the termination of this Agreement. No act or omissions of any current or prior
beneficiary of a Letter of Credit shall in any way affect or impair the rights of Lender to enforce any right, power or benefit under this
Agreement.

(e) Notwithstanding anything to the contrary contained in this Section 2.15, Borrower shall have no obligation to indemnify Lender in
respect of any liability incurred by Lender arising out of the gross negligence or willful misconduct of Lender (including action not taken by
Lender), as determined by a court of competent jurisdiction.

ARTICLE III

REPRESENTATIONS AND WARRANTIES

To induce Lender to enter into this Agreement and to make the Extensions of Credit herein provided for, Borrower hereby represents
and warrants to Lender that:

Section 3.1 Financial Condition.

The audited consolidated financial statements of Borrower and its Subsidiaries for the fiscal years ended December 31, 2008, 2009
and 2010, together with the related consolidated balance sheet, statements of income and retained earning, equity and cash flows for the
fiscal years ended on such dates, and Borrower's Form 10-K and (ii) the unaudited consolidated financial statements of Borrower and its
Subsidiaries for fiscal quarter ended March 31, 2011 and Form 10-Q for such quarter:

(i) were prepared in accordance with GAAP (to the extent applicable) consistently applied throughout the period covered
thereby, except as otherwise expressly noted therein, by an independent nationally recognized accounting firm (except with respect to the
unaudited financial statements);
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(ii) fairly present the financial condition of Borrower and its Subsidiaries as of the date or dates thereof (subject, in the case of
the unaudited financial statements, to normal year-end adjustments) and results of operations for the period covered thereby; and

(iii) show all Indebtedness and other liabilities, direct or contingent, of Borrower and its Subsidiaries as of the date thereof,
including liabilities for taxes, commitments, and as to the audited consolidated financial statements, contingent obligations, all to the extent
required by GAAP.

Section 3.2 No Change.

Since December 31, 2010 (and, after delivery of annual audited financial statements in accordance with Section 5.1(a), from the date
of the most recently delivered annual audited financial statements) there has been no development or event which, individually or in the
aggregate, has had or could reasonably be expected to have a Material Adverse Effect.

Section 3.3 Corporate Existence; Compliance with Law; Patriot Act Information.

Borrower (a) is duly organized, validly existing and in good standing under the laws of the State of Florida, (b) has the requisite
power and authority and the legal right to own and operate all its property, to lease the property it operates as lessee and to conduct the
business in which it is currently engaged, (c) is duly qualified to conduct business and in good standing under the laws of each jurisdiction
where its ownership, lease or operation of property or the conduct of its business requires such qualification, except to the extent that the
failure to so qualify or be in good standing could not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect and (d) is in compliance with all Requirements of Law except to the extent that the failure to comply therewith could not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect. Set forth on Schedule 3.3 as of the Closing
Date, is the following information for Borrower: the exact legal name and any former legal names of Borrower in the four (4) months prior
to the Closing Date, the state of incorporation or organization, the type of organization, the jurisdictions in which Borrower is qualified to
do business, the chief executive office, the principal place of business, the business phone number, the organization identification number
and the federal tax identification number.

Section 3.4 Corporate Power; Authorization; Enforceable Obligations.

Borrower has full power and authority and the legal right to execute, deliver and perform the Credit Documents to which it is party
and has taken all necessary limited liability company or corporate action to authorize the execution, delivery and performance by it of the
Credit Documents to which it is party. No material consent or material authorization of, filing with,
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notice to or other act by or in respect of, any Governmental Authority or any other Person is required in connection with the borrowings
hereunder or with the execution, delivery or performance of any Credit Document by Borrower (other than those which have been
obtained) or with the validity or enforceability of any Credit Document against Borrower (except such filings as are necessary in
connection with the perfection of the Liens created by such Credit Documents). Each Credit Document to which it is a party has been duly
executed and delivered on behalf of Borrower. Each Credit Document to which it is a party constitutes a legal, valid and binding obligation
of Borrower, enforceable against Borrower in accordance with its terms, except as enforceability may be limited by applicable bankruptcy,
insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors' rights generally and by general equitable
principles (whether enforcement is sought by proceedings in equity or at law).

Section 3.5 Compliance with Laws; No Conflict; No Default.

(a) The execution, delivery and performance by Borrower of the Credit Documents to which Borrower is a party, in accordance with
their respective terms, the borrowings hereunder and the transactions contemplated hereby do not and will not, by the passage of time, the
giving of notice or otherwise, (i) require any Governmental Approval (other than such Governmental Approvals that have been obtained or
made and not subject to suspension, revocation or termination) or violate any Requirement of Law relating to Borrower, (ii) conflict with,
result in a breach of or constitute a default under the articles of incorporation, bylaws, articles of organization, operating agreement or other
organizational documents of Borrower or any material indenture, agreement or other instrument to which such Person is a party or by which
any of its properties may be bound or any Governmental Approval relating to such Person, or (iii) result in or require the creation or
imposition of any Lien upon or with respect to any property now owned or hereafter acquired by such Person other than Liens arising under
the Credit Documents that in the event of any noncompliance with the provisions of subparagraphs (i) and (ii) above reasonably could be
expected, individually or in the aggregate, to have a Material Adverse Effect.

(b) Borrower (i) (A) has all Governmental Approvals required by law for it to conduct its business, each of which is in full force and
effect, (B) each such Governmental Approval is final and not subject to review on appeal and (C) each such Governmental Approval is not
the subject of any pending or, to the best of its knowledge, threatened attack by direct or collateral proceeding, and (ii) is in compliance
with each Governmental Approval applicable to it and in compliance with all other Requirements of Law relating to it or any of its
respective properties, in each case except to the extent the failure to obtain such Governmental Approval or failure to comply with such
Governmental Approval or Requirement of Law could not reasonably be expected to have a Material Adverse Effect.

(c) Borrower is not in default under or with respect to any of its Material Contracts or under or with respect to any of its other material
Contractual Obligations, or any judgment, order or decree to which it is a party, in any respect which could reasonably be expected to have
a Material Adverse Effect. No Default or Event of Default has occurred and is continuing.
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Section 3.6 No Material Litigation.

Except as set forth on Schedule 3.6, no litigation, investigation, bankruptcy or insolvency, injunction, order or claim affecting or
relating to Borrower or any of its Subsidiaries, any such Person's properties or revenues, or any Credit Document is pending or, to the best
knowledge of Borrower, overtly threatened in writing by or against Borrower or any of its Subsidiaries or against any of its or their
respective properties or revenues that has not been settled, dismissed, vacated, discharged or terminated which, if adversely determined,
could reasonably be expected to have a Material Adverse Effect, and no judgments are outstanding which could reasonably be expected to
have a Material Adverse Effect. Set forth on Schedule 3.6 hereto is a detailed description of all litigation pending against Borrower or any
Subsidiary of Borrower as of the Closing Date, which, if adversely determined, could reasonably be expected to have a Material Adverse
Effect.

Section 3.7 Investment Company Act; PUHCA; Etc.

Borrower is not an "investment company", or a company "controlled" by an "investment company", within the meaning of the
Investment Company Act of 1940, as amended. Borrower is not subject to regulation under the Federal Power Act, the Interstate
Commerce Act, the Public Utility Holding Company Act of 2005 or any federal or state statute or regulation limiting its ability to incur
Borrower Obligations.

Section 3.8 Margin Regulations.

No part of the proceeds of any Extension of Credit hereunder will be used directly or indirectly for any purpose which violates, or
which would be inconsistent with, the provisions of Regulation T, U or X of the Board of Governors of the Federal Reserve System as now
and from time to time hereafter in effect. Borrower (a) is not engaged, principally or as one of its important activities, in the business of
extending credit for the purpose of "purchasing" or "carrying" "margin stock" within the respective meanings of each of such terms under
Regulation U and (b) does not own "margin stock" except as identified in the financial statements referred to in Section 3.1 and the
aggregate value of all "margin stock" owned by Borrower taken as a group does not exceed 25% of the value of its assets.

Section 3.9 ERISA.

Neither a Reportable Event nor an "accumulated funding deficiency" (within the meaning of Section 412 of the Code or Section 302
of ERISA) has occurred during the five-year period prior to the date on which this representation is made or deemed made with respect to
any ERISA Plan, and each ERISA Plan has complied in all material respects with the applicable provisions of ERISA and the Code, except
to the extent that any such occurrence or failure to comply would not reasonably be expected to have a Material Adverse Effect. No
termination of a Single Employer Plan has occurred resulting in any liability that has remained underfunded, and no Lien in favor of the
PBGC or an ERISA Plan has arisen, during such five-year period which could reasonably be expected to have a Material Adverse Effect.
The present value of all accrued benefits under each Single Employer Plan (based on those assumptions used to fund such ERISA Plans)
did not, as of the last annual valuation date prior to the date on which this
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representation is made or deemed made, exceed the value of the assets of such ERISA Plan allocable to such accrued benefits by an amount
which, as determined in accordance with GAAP, could reasonably be expected to have a Material Adverse Effect. Neither Borrower, nor
any of its Subsidiaries nor any Commonly Controlled Entity is currently subject to any liability for a complete or partial withdrawal from a
Multiemployer Plan which could reasonably be expected to have a Material Adverse Effect.

Section 3.10 Environmental Matters.

(a) Except as could not be reasonably expected to result in a Material Adverse Effect:
(i) The facilities and properties owned, leased or operated by Borrower or any of its Subsidiaries, including, without limitation,

the Land (collectively, the "Properties") do not contain any Materials of Environmental Concern (i) in violation of, or (ii) present in any
fashion that triggers investigation, reporting or remedial action under, any Environmental Law, subject to the disclosure set forth in
paragraph (b) below.

(ii) The Properties and all operations of Borrower and its Subsidiaries at the Properties are in compliance, and have in the last
five years been in compliance, in all material respects with all applicable Environmental Laws, and to Borrower's knowledge, there is no
contamination at, under or about the Properties or violation of any Environmental Law with respect to the Properties or the business
operated by Borrower or any of its Subsidiaries (the "Business"), subject to the disclosure set forth in paragraph (b) below.

(iii) Neither Borrower nor any Subsidiary thereof has received any written or actual notice of violation, alleged violation, non-
compliance, liability or potential liability regarding environmental matters or compliance with Environmental Laws with regard to any of
the Properties or the Business, nor does Borrower or any Subsidiary thereof have knowledge or reason to believe that any such notice will
be received or is being threatened, subject to the disclosure set forth in paragraph (b) below.

(iv) Materials of Environmental Concern have not been transported or disposed of from the Properties by Borrower in violation
of, or in a manner or to a location which could give rise to liability under any Environmental Law, nor have any Materials of Environmental
Concern been generated, treated, stored or disposed of at, on or under any of the Properties by Borrower or to Borrower's knowledge, by
any other Person in violation of, or in a manner that could give rise to liability under, any applicable Environmental Law.

(v) No judicial proceeding or governmental or administrative action is pending or, to the knowledge of Borrower or any
Subsidiary thereof, threatened, under any Environmental Law to which Borrower or any Subsidiary is or will be named as a party with
respect to the Properties or the Business, nor are there any consent decrees or other decrees, consent orders, administrative orders or other
orders, or other administrative or judicial requirements outstanding under any Environmental Law with respect to the Properties or the
Business, subject to the disclosure set forth in paragraph (b) below.
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(vi) Borrower has not caused, nor to Borrower's knowledge, has any other Person caused any release or threat of release of
Materials of Environmental Concern at or from the Properties, or arising from or related to the operations of Borrower or any Subsidiary in
connection with the Properties or otherwise in connection with the Business, in violation of or in amounts or in a manner that could give
rise to liability under Environmental Laws.

(b) For purposes of disclosure, Schedule 3.10 describes certain environmental violations at Properties as more specifically set forth in
the reports referenced in Schedule 3.10 (the "Environmental Issues"). None of the Environmental Issues could reasonably be expected to
have a Material Adverse Effect.

Section 3.11 Purpose of Facilities.

The proceeds of each Facility shall be used solely by Borrower for the purposes stated in the description of the applicable Facility set
forth in Section 2.1, Section 2.2 and Section 2.3.

Section 3.12 Subsidiaries.

Set forth on Schedule 3.12 is a complete and accurate list of all Subsidiaries of Borrower as of the date hereof. Information on the
attached Schedule includes state of incorporation or organization; the number of authorized shares of each class of Capital Stock or other
equity interests; the number of outstanding shares of each class of Capital Stock or other equity interests, the owner thereof and the
percentage of such ownership; and the number and effect, if exercised, of all outstanding options, warrants, rights of conversion or purchase
and similar rights. The outstanding Capital Stock and other equity interests of all such Subsidiaries is validly issued, fully paid and non-
assessable and is owned free and clear of all Liens.

Section 3.13 Ownership; Insurance.

Borrower is the owner of, and has good and marketable title to and adequate insurance coverage for, all of its respective assets which,
together with assets leased or licensed by Borrower, represents all assets individually or in the aggregate material to the conduct of the
businesses of Borrower taken as a whole, and none of such assets is subject to any Lien other than Permitted Liens. Borrower enjoys
peaceful and undisturbed possession under all of its leases and all such leases are valid and subsisting and in full force and effect except
where the failure to do so could not reasonably be expected to have a Material Adverse Effect.

Section 3.14 Indebtedness.

Except as otherwise permitted under Section 6.1, Borrower and its Subsidiaries have no Indebtedness.
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Section 3.15 Taxes.

Borrower and its Subsidiaries have filed, or caused to be filed, all tax returns (federal, state, local and foreign) required to be filed and
paid (a) all amounts of taxes shown thereon to be due (including interest and penalties) and (b) all other taxes, fees, assessments and other
governmental charges (including mortgage recording taxes, documentary stamp taxes and intangibles taxes) owing by them, except for
such taxes (i) which are not yet delinquent or (ii) that are being contested in good faith and by proper proceedings, and against which
adequate reserves are being maintained in accordance with GAAP. Borrower is not aware as of the Closing Date of any proposed tax
assessments against it or any of its Subsidiaries which could reasonably be expected to have a Material Adverse Effect.

Section 3.16 Intellectual Property.

Borrower and its Subsidiaries owns, or has the legal right to use, all material Intellectual Property, material tradenames, material
technology, know-how and processes necessary for each of them to conduct its business as currently conducted. Set forth on Schedule 3.16
is a list of all material Intellectual Property owned by Borrower and its Subsidiaries or that Borrower or any of its Subsidiaries has the right
to use. Except as provided on Schedule 3.16, no claim has been asserted and is pending by any Person challenging or questioning the use of
any such Intellectual Property or the validity or effectiveness of any such Intellectual Property, nor does Borrower or any of its Subsidiaries
know of any such claim, and, to the knowledge of Borrower and its Subsidiaries, the use of such Intellectual Property by Borrower or any
of its Subsidiaries does not infringe on the rights of any Person, except for such claims and infringements that in the aggregate, could not
reasonably be expected to have a Material Adverse Effect. Schedule 3.16 may be updated from time to time by Borrower to include new
Intellectual Property by giving written notice thereof to Lender.

Section 3.17 Solvency.

Immediately before and after giving effect to the Transactions, (a) Borrower is solvent and is able to pay its debts and other liabilities,
contingent obligations and other commitments as they mature in the normal course of business, and (b) the fair saleable value of Borrower's
assets, measured on a going concern basis, exceeds all probable liabilities, including those to be incurred pursuant to this Agreement.
Immediately before and after giving effect to the Transactions, Borrower will not have unreasonably small capital in relation to the
business in which it is or proposes to be engaged. After giving effect to the Transactions, Borrower has not incurred, or believes that it will
incur, debts beyond its ability to pay such debts as they become due. In executing the Credit Documents and consummating the
Transactions, Borrower does not intend to hinder, delay or defraud either present or future creditors or other Persons to which Borrower is
or will become indebted.

Section 3.18 Investments.

All Investments of Borrower and its Subsidiaries are Permitted Investments.
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Section 3.19 Location of Collateral.

Set forth on Schedule 3.19(a) is a list of the Properties of Borrower and its Subsidiaries with street address, county and state where
located as of the Closing Date. Set forth on Schedule 3.19(a) is a list of the Properties of Borrower and its Subsidiaries with street address,
county and state where located as of the Closing Date. Set forth on Schedule 3.19(b) is a list of all locations where any tangible personal
property of Borrower and its Subsidiaries is located, including county and state where located as of the Closing Date. Set forth on
Schedule 3.19(c) is the chief executive office and principal place of business of Borrower and its Subsidiaries as of the Closing Date.

Section 3.20 No Burdensome Restrictions.

Neither Borrower nor any of its Subsidiaries is a party to any agreement or instrument or subject to any other obligation or any charter
or corporate restriction or any provision of any applicable law, rule or regulation which, individually or in the aggregate, could reasonably
be expected to restrict their business in a manner that would have a Material Adverse Effect.

Section 3.21 Labor Matters.

Except as, in the aggregate, could not reasonably be expected to have a Material Adverse Effect, there are no collective bargaining
agreements or Multiemployer Plans covering the employees of Borrower or any of its Subsidiaries as of the Closing Date, and neither
Borrower nor any of its Subsidiaries (i) has suffered any strikes, walkouts, work stoppages or other material labor difficulty within the last
five years, other than as set forth in Schedule 3.21 hereto or (ii) has knowledge of any potential or pending strike, walkout or work
stoppage.

Section 3.22 Accuracy and Completeness of Information.

All factual information heretofore, contemporaneously or hereafter furnished by or on behalf of Borrower or any of its Subsidiaries to
Lender for purposes of or in connection with this Agreement or any other Credit Document, or any transaction contemplated hereby or
thereby, is or will be true and accurate in all material respects and not incomplete by omitting to state any material fact necessary to make
such information not misleading. There is no fact now known to Borrower or any of its Subsidiaries which has, or could reasonably be
expected to have, a Material Adverse Effect.

Section 3.23 Material Contracts.

Schedule 3.23 sets forth a complete and accurate list of all Material Contracts of Borrower and its Subsidiaries in effect as of the
Closing Date. As of the Closing Date, other than as set forth in Schedule 3.23, each such Material Contract is, and after giving effect to the
transactions contemplated by the Credit Documents will be, in full force and effect in accordance with the terms thereof and neither
Borrower nor a Subsidiary thereof has violated in any material respect any such Material Contract. Borrower has delivered to Lender for its
review a correct and complete copy of each written agreement listed in Schedule 3.23 (as amended to date).
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Section 3.24 Brokers' Fees.

Neither Borrower nor any of its Subsidiaries has any obligation to any Person in respect of any finder's, broker's, investment banking
or other similar fee in connection with any of the Transactions contemplated under the Credit Documents other than the closing and other
fees payable pursuant to this Agreement.

Section 3.25 Anti-Terrorism Laws.

Neither Borrower nor any of its Subsidiaries is an "enemy" or an "ally of the enemy" within the meaning of Section 2 of the Trading
with the Enemy Act of the United States of America (50 U.S.C. App. "" 1 et seq.) (the "Trading with the Enemy Act"), as amended.
Neither any Borrower nor any of its Subsidiaries is in violation of (a) the Trading with the Enemy Act, as amended, (b) any of the foreign
assets control regulations of the United States Treasury Department (31 CFR, Subtitle B, Chapter V, as amended) or any enabling
legislation or executive order relating thereto or (c) the Patriot Act. Borrower (i) is not a blocked person described in Section 1 of the Anti-
Terrorism Order or (ii) to the best of its knowledge, has not and does not engage in any dealings or transactions, or is otherwise associated,
with any such blocked person.

Section 3.26 Compliance with OFAC Rules and Regulations.

(a) None of Borrower, its Subsidiaries or their respective Affiliates is in violation of and shall not violate any of the country or list
based economic and trade sanctions administered and enforced by OFAC that are described or referenced at
http://www.ustreas.gov/offices/enforcement/ofac/ or as otherwise published from time to time.

(b) None of Borrower, its Subsidiaries or their respective Affiliates (i) is a Sanctioned Person or a Sanctioned Entity, (ii) has a more
than 10% of its assets located in Sanctioned Entities, or (iii) derives more than 10% of its operating income from investments in, or
transactions with Sanctioned Persons or Sanctioned Entities. No proceeds of any Loan will be used nor have any been used to fund any
operations in, finance any investments or activities in or make any payments to, a Sanctioned Person or a Sanctioned Entity.

Section 3.27 Compliance with FCPA.

Borrower and its Subsidiaries is in compliance with the Foreign Corrupt Practices Act, 15 U.S.C. "" 78dd-1, et seq., and any foreign
counterpart thereto. Neither Borrower nor its Subsidiaries has made a payment, offering, or promise to pay, or authorized the payment of,
money or anything of value (a) in order to assist in obtaining or retaining business for or with, or directing business to, any foreign official,
foreign political party, party official or candidate for foreign political office, (b) to a foreign official, foreign political party or party official
or any candidate for foreign political office, and (c) with the intent to induce the recipient to misuse his or her official position to direct
business wrongfully to Borrower or its Subsidiary or to any other Person, in violation of the Foreign Corrupt Practices Act, 15 U.S.C. ""
78dd-1, et seq.
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ARTICLE IV

CONDITIONS PRECEDENT

Section 4.1 Conditions to Closing and Initial Extensions of Credit.

This Agreement shall become effective upon, and the obligation of Lender to make the initial Extensions of Credit on the Closing
Date is subject to, the satisfaction of the following conditions precedent:

(a) Execution of Credit Documents. Lender shall have received (i) counterparts of this Agreement, (ii) the Revolving Note, (iii) the
Construction Note, and (iv) the Covenant Not To Encumber, in each case conforming to the requirements of this Agreement and executed
by a duly authorized officer of each party thereto, and in each case in form and substance reasonably satisfactory to Lender.

(b) Authority Documents. Lender shall have received the following:
(i) Articles of Incorporation/Charter Documents. Copies of the articles of incorporation or other charter documents, as

applicable, of Borrower certified (A) by an officer of Borrower (pursuant to a secretary's certificate in substantially the form of Schedule
4.1-1 attached hereto) as of the Closing Date to be true, correct, complete and in full force and effect as of such date and (B) to be true and
complete as of a recent date by the appropriate Governmental Authority of the state of its incorporation.

(ii) Resolutions. Copies of resolutions of the board of directors of Borrower approving and adopting the Credit Documents, the
Transactions contemplated therein and authorizing execution and delivery thereof, certified by a secretary or assistant secretary of Borrower
(pursuant to a secretary's certificate in substantially the form of Schedule 4.1-1 attached hereto) as of the Closing Date to be true and correct
and in force and effect as of such date.

(iii) Bylaws/Operating Agreement. A copy of the bylaws or comparable operating agreement of Borrower certified by a
secretary or assistant secretary of Borrower (pursuant to a secretary's certificate in substantially the form of Schedule 4.1-1 attached hereto)
as of the Closing Date to be true and correct and in force and effect as of such date.

(iv) Good Standing. A copy of certificates of good standing, existence or its equivalent with respect to Borrower certified as of
a recent date by the appropriate Governmental Authorities of the state of incorporation or organization and each other state in which the
failure to so qualify and be in good standing could reasonably be expected to have a Material Adverse Effect on the business or operations
of Borrower and its Subsidiaries in such state.

(v) Incumbency. An incumbency certificate of Borrower certified by a secretary or assistant secretary (pursuant to a secretary's
certificate in substantially the form of Schedule 4.1-1 attached hereto) to be true and correct as of the Closing Date.
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(c) Legal Opinions of Counsel. Lender shall have received opinions of legal counsel for Borrower, dated the Closing Date and
addressed to Lender and Lender, which opinions shall be in form and substance acceptable to Lender.

(d) Personal Property Searches. Lender shall have received, in form and substance satisfactory to Lender:
(i) searches of UCC filings in the jurisdiction of the chief executive office of Borrower, the state of incorporation or

organization of Borrower and each jurisdiction where any Collateral is located or where a filing would need to be made in order to perfect
Lender's security interest in the Collateral, copies of the financing statements on file in such jurisdictions and evidence that no Liens exist
other than Permitted Liens;

(ii) searches of ownership of Intellectual Property in the appropriate governmental offices and such patent/trademark/copyright
filings as requested by Lender in order to perfect Lender's security interest in the Intellectual Property;

(e) Liability, Casualty and Business Interruption Insurance. Lender shall have received copies of insurance policies or certificates and
endorsements of insurance evidencing liability (including product liability) and casualty insurance meeting the requirements set forth herein
or in the Security Documents and business interruption insurance satisfactory to Lender. Lender shall be named as loss payee and/or
additional insured with respect to such insurance, and each provider of any such insurance shall agree, by endorsement upon the policy or
policies issued by it or by independent instruments furnished to Lender, that it will give Lender thirty (30) days prior written notice before
any such policy or policies shall be altered or cancelled.

(f) Solvency Certificate Compliance. Lender shall have received an officer's certificate prepared by the chief financial officer of
Borrower as to the financial condition, solvency and related matters of Borrower, after giving effect to the initial borrowings under the
Credit Documents, in substantially the form of Schedule 4.1-2 hereto.

(g) Account Designation Letter. Lender shall have received the executed Account Designation Letter in the form of Schedule 1.1-1
hereto.

(h) Notice of Borrowing. Lender shall have received a Notice of Borrowing in the form of Schedule 2.1(b)(i) hereto with respect to
the Advance, if any, to be made on the Closing Date.

(i) Consents. Lender shall have received evidence that all governmental, shareholder, board of director and third party consents and
approvals necessary in connection with the financings and other transactions contemplated hereby have been obtained.

(j) Due Diligence. Lender shall have (i) completed in form and scope reasonably satisfactory thereto its business, legal, financial and
environmental due diligence of Borrower and its Subsidiaries, and (ii) received such documentation and information from Borrower and its
Subsidiaries as required by Lender to comply with applicable "know your customer" and anti-money laundering rules and regulations,
including, without limitation, the requirements of OFAC and the Patriot Act.
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(k) Compliance with Laws. The financings and other Transactions contemplated hereby shall be in compliance with all applicable
laws and regulations (including all applicable securities and banking laws, rules and regulations).

(l) Bankruptcy. There shall be no bankruptcy or insolvency proceedings with respect to Borrower or any of its Subsidiaries.

(m) Material Adverse Effect. No event, condition or circumstance which has had or could reasonably be expected to have a Material
Adverse Effect shall have occurred since December 31, 2010.

(n) Revolver Availability. Immediately after giving effect to this Agreement and the initial Extensions of Credit hereunder, the sum of
the outstanding Revolving Advances plus outstanding LOC Obligations shall not exceed the Revolving Committed Amount.

(o) Financial Statements. Lender shall have received copies of the financial statements and other financial information referred to in
Section 3.1 hereof, each in form and substance satisfactory to it.

(p) Officer's Certificates. Lender shall have received a certificate executed by a Responsible Officer of Borrower as of the Closing
Date stating that (i) no action, suit, investigation or proceeding is pending or, to the knowledge of Borrower, threatened in any court or
before any arbitrator or governmental instrumentality (A) with respect to Borrower or any of its Subsidiaries that reasonably could be
expected to have a Material Adverse Effect on Borrower or any of its Subsidiaries, this Agreement or the other Credit Documents, that has
not been settled, dismissed, vacated, discharged or terminated prior to the Closing Date or (B) with respect to this Agreement or the other
Credit Documents that has not been settled, dismissed, vacated, discharged or terminated prior to the Closing Date, and (ii) immediately
after giving effect to this Agreement (including the initial Extensions of Credit hereunder), the other Credit Documents and all the
transactions contemplated therein to occur on such date, (A) no Default or Event of Default exists, (B) all representations and warranties
contained herein and in the other Credit Documents are true and correct in all material respects, and (C) Borrower is in compliance with
each of the financial covenants set forth in Section 5.9 on a Pro Forma Basis.

(q) Additional Matters. All other documents and legal matters in connection with the transactions contemplated by this Agreement
shall be reasonably satisfactory in form and substance to Lender and its counsel.

Section 4.2 Conditions to the Accordion Facility.

The obligation of Lender to make the initial Advance under the Accordion Facility is subject to the satisfaction of the following
conditions precedent on the date of making such initial Accordion Advance:

(a) Receipt of Notice and Fee. Lender has received from Borrower the notice of Borrower's election to activate the Accordion Facility
setting forth the Initial Accordion Amount, as provided in Section 2.2, and the applicable Accordion Commitment Fee has been paid to
Lender.
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(b) Receipt of Additional Credit Documents. Lender shall have received (i) the Accordion Note, substantially in the form attached
hereto as Schedule 4.2(b), in the Initial Accordion Amount (ii) a Security Agreement, substantially in the form attached hereto as Schedule
4.2(b)(2), granting to Lender a first security interest in all Collateral, and (iii) such other Security Documents as Lender may reasonably
require based upon the nature of the Collateral, including, without limitation, UCC financing statements for each appropriate jurisdiction as
is necessary, in Lender's sole discretion, to perfect Lender's security interest in the Collateral, in each case conforming to the requirements
of this Agreement and executed by a duly authorized officer of each party thereto, and in each case in form and substance reasonably
satisfactory to Lender.

(c) Current Authority Documents . Lender shall have received the following:
(i) Good Standing. A copy of certificates of good standing, existence or its equivalent with respect to Borrower certified as of a

recent date by the appropriate Governmental Authorities of the state of incorporation or organization and each other state in which the
failure to so qualify and be in good standing could reasonably be expected to have a Material Adverse Effect on the business or operations
of Borrower and its Subsidiaries in such state.

(ii) Incumbency. An incumbency certificate of Borrower in form and substance satisfactory to Lender, certified by a secretary
or assistant secretary to be true and correct as of the Closing Date.

(d) Updated Personal Property Searches. Lender shall have received, in form and substance satisfactory to Lender, currently dated
updates to the searches delivered to Lender pursuant to Section 4.1(d).

(e) Notice of Borrowing. Lender shall have received a Notice of Borrowing in the form of Schedule 2.2(b)(i) hereto with respect to
the Advance, if any, to be made on the Closing Date.

(f) Bankruptcy. There shall be no bankruptcy or insolvency proceedings with respect to Borrower or any of its Subsidiaries.

(g) Material Adverse Effect. No event, condition or circumstance which has had or could reasonably be expected to have a Material
Adverse Effect shall have occurred since the Closing Date.

(h) Default. No Default or Event of Default shall have occurred and be continuing on such date.

Section 4.3 Conditions to All Extensions of Credit.

The obligation of Lender to make any Extension of Credit hereunder is subject to the satisfaction of the following conditions
precedent on the date of making such Extension of Credit:

(a) Representations and Warranties. The representations and warranties made by Borrower herein, in the other Credit Documents or
which are contained in any certificate furnished at any time under or in connection herewith shall be true and correct on and as of the date
of such Extension of Credit as if made on and as of such date, except to the extent they expressly relate to an earlier date.
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(b) No Default or Event of Default. No Default or Event of Default shall have occurred and be continuing on such date or after giving
effect to such Extension of Credit.

(c) Compliance with Commitments. Immediately after giving effect to the making of any such Extension of Credit (and the
application of the proceeds thereof), (i) the sum of the aggregate principal amount of outstanding Revolving Advances plus LOC
Obligations issued under the Revolving Facility shall not exceed the Revolving Committed Amount and (ii) the sum of the aggregate
principal amount of outstanding Accordion Advances plus LOC Obligations issued under the Accordion Facility shall not exceed the
Effective Accordion Note Amount.

(d) Additional Conditions to Revolving Advances. If a Revolving Advance is requested, all conditions set forth in Section 2.1 shall
have been satisfied.

(e) Additional Conditions to Accordion Advances. If an Accordion Advance is requested, (i) all conditions set forth in Section 2.2
shall have been satisfied.

(f) Additional Conditions to Letters of Credit. If the issuance of a Letter of Credit is requested, (i) all conditions set forth in
Section 2.4 shall have been satisfied.

(g) Additional Conditions to Construction Advances. If a Construction Advance is requested, all conditions applicable to the
Construction Advance so requested, as set forth in Article VIII, shall have been satisfied.

Each request for an Extension of Credit and each acceptance by Borrower, of any such Extension of Credit shall be deemed to
constitute representations and warranties by Borrower as of the date of such Extension of Credit that the applicable conditions in
paragraphs (a) through (g) of this Section have been satisfied.

ARTICLE V

AFFIRMATIVE COVENANTS

Borrower hereby covenants and agrees, on the Closing Date and thereafter for so long as this Agreement is in effect, until all of
Lender's obligations to make Advances have terminated, no Note remains outstanding and unpaid and Borrower's Obligations together with
interest and all other amounts owing to Lender hereunder, are paid in full, Borrower shall, and shall cause each of their Subsidiaries (other
than in the case of Sections 5.1, 5.2 or 5.7 hereof), to:

Section 5.1 Financial Statements.

Furnish to Lender:

(a) Annual Financial Statements. As soon as available, but in any event within one hundred and twenty (120) days after the end of
each fiscal year of Borrower, (i) a copy of the consolidated and consolidating balance sheet of Borrower and its consolidated Subsidiaries
as of the end of such fiscal year and the related consolidated and consolidating statements of income and retained earnings and of cash
flows of Borrower and its consolidated Subsidiaries for such year which, other than in the case of the consolidating statements, shall be
audited by a firm of independent certified public accountants of nationally recognized standing reasonably acceptable to Lender, setting
forth in each case in comparative form the figures for the previous year, reported on without a "going concern" or like qualification or
exception, or qualification indicating that the scope of the audit was inadequate to permit such independent certified public accountants to
certify such financial statements without such qualification and (ii) if the Accordion Facility has been Activated, an updated Schedule
3.19(b);
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(b) Quarterly Financial Statements. As soon as available and in any event within forty-five (45) days after the end of each fiscal
quarter of Borrower, (i) a copy of the consolidated and consolidating balance sheet of Borrower and its consolidated Subsidiaries as of the
end of such period and related consolidated statements of income and retained earnings and of cash flows for Borrower and its consolidated
Subsidiaries for such quarterly period and for the portion of the fiscal year ending with such period, in each case setting forth in
comparative form consolidated figures for the corresponding period or periods of the preceding fiscal year (subject to normal recurring
year-end audit adjustments);

all such financial statements to be complete and correct in all material respects (subject, in the case of interim statements, to normal
recurring year-end audit adjustments) and to be prepared in reasonable detail and, in the case of the annual and quarterly financial
statements provided in accordance with subsections (a) and (b) above, in accordance with GAAP applied consistently throughout the
periods reflected therein and further accompanied by a description of, and an estimation of the effect on the financial statements on account
of, a change, if any, accounting principles as provided in Section 1.3.

Notwithstanding the foregoing, financial statements and reports required to be delivered pursuant to the foregoing provisions of this
Section may be delivered electronically and if so, shall be deemed to have been delivered on the date on which Lender receives such reports
from Borrower through electronic mail; provided that, upon Lender's request, Borrower shall provide paper copies of any documents
required hereby to Lender.

Section 5.2 Certificates; Other Information.

Furnish to Lender:

(a) Within seven (7) Business Days after receipt thereof, copies of any reports or "management letter" or other similar document or
documents submitted to Borrower by a certified public accountant in connection with the examination of the financial statements of
Borrower or any of its Subsidiaries;

(b) No later than thirty (30) days after the end of each of Borrower's first three fiscal quarters, and concurrently with the delivery of
Borrower's annual financial statement, a
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certificate signed by the president and chief financial officer of Borrower, certifying (i) compliance with the applicable financial covenants
set forth in Section 5.9, (ii) the calculated Leverage Ratio, and (iii) that no Default or Event of Default has occurred and is continuing under
any of the documents evidencing or securing the Facilities, or if a Default or Event of Default has occurred, the nature of such Default or
Event of Default and the actions being taken or proposed in connection with the remedy of such Default or Event of Default (a
"Compliance Certificate"), which Compliance Certificate shall be in the form attached hereto as Schedule 5.2(b), together with all
supporting information, worksheets and calculations establishing compliance with the applicable financial covenants;

(c) Within seven (7) days after the filing thereof, Borrower's Form 10-K and Form 10-Q and any reports or other documents filed by
Borrower or any of its Subsidiaries with the SEC;

(d) Concurrently with or prior to the delivery of the financial statements referred to in Sections 5.1(a) above, an updated copy of
Schedule 3.16 if the Accordion Facility has been Activated and Borrower has registered, applied for registration of, acquired or otherwise
obtained ownership of any new Intellectual Property since the Closing Date or since such Schedule was last updated, as applicable; and

(e) Promptly, such other information as may be reasonably requested from time to time by Lender.

Section 5.3 Payment of Taxes and Other Obligations.

Pay, discharge or otherwise satisfy at or before maturity or before they become delinquent, as the case may be, all its taxes (federal,
state, local and any other taxes) and other obligations and liabilities of whatever nature and any additional costs that are imposed as a result
of any failure to so pay, discharge or otherwise satisfy such taxes, obligations and liabilities, except when the amount or validity of any
such taxes, obligations and liabilities is currently being contested in good faith by appropriate proceedings and reserves, if applicable, in
conformity with GAAP with respect thereto have been provided on the books of Borrower.

Section 5.4 Conduct of Business and Maintenance of Existence.

Continue to engage in business of the same general type as conducted by it on the Closing Date; preserve, renew and keep in full
force and effect its existence and good standing and take all reasonable action to maintain all rights, privileges and franchises necessary or
desirable in the normal conduct of its business and to maintain its goodwill; comply with all Contractual Obligations and Requirements of
Law applicable to it except to the extent that failure to comply therewith could not, in the aggregate, reasonably be expected to have a
Material Adverse Effect.

Section 5.5 Maintenance of Property; Insurance.

(a) Keep all material property useful and necessary in its business in good working order and condition (ordinary wear and tear and
obsolescence excepted).
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(b) Maintain with financially sound and reputable insurance companies (i) insurance in such amounts and covering such risks as are
usually carried by companies engaged in the same or a similar business and similarly situated, which insurance may provide for reasonable
deductibility from coverage thereof, and shall include, without limitation, fire, theft and extended coverage casualty insurance coverage
insuring Borrower's property, including, without limitation, any Collateral for the Accordion Facility, in an amount of not less than the full
replacement value thereof, (ii) general public liability insurance (including, without limitation, automobile and product liability) in an
amount of not less than $1,000,000 per occurrence and $2,000,000 annual aggregate, (iii) business interruption insurance and (iv) during
any period of construction of Improvements, cause the policy evidencing fire and extended coverage insurance for the Improvements to be
in the so-called "Builder's Risk 100% Completed Value Non-Reporting" form; and furnish to Lender, upon written request, full
information as to the insurance carried. Lender shall be named as loss payee or an additional insured, as applicable, with respect to such
insurance policies (except that Lender need not be named the loss payee under any property insurance until such time as the Accordion
Facility has been Activated), and each provider of such insurance policies shall agree, by endorsement upon the policy or policies issued by
it or by independent instruments furnished to Lender, that it will give Lender thirty (30) days prior written notice before any such policy or
policies shall be altered or canceled, and that no act or default of Borrower or any of its Subsidiaries or any other Person shall affect the
rights of Lender under such policy or policies. The present insurance coverage of Borrower is outlined as to carrier, policy number,
expiration date, type and amount on Schedule 5.5(b).

(c) In the case of the occurrence of any material business interruption or material casualty, damage to, loss or destruction of any
Collateral for the Accordion Facility or any material part thereof, or seizure of an such Collateral for any reason, including, without
limitation, action by any foreign government, Borrower shall promptly give written notice thereof to Lender generally describing the nature
and extent of such damage or destruction. In case of any loss, damage to or destruction of such Collateral or any part thereof, Borrower,
whether or not the insurance proceeds, if any, received on account of such damage or destruction shall be sufficient for that purpose, at
Borrower's cost and expense, will promptly repair or replace such Collateral so lost, damaged or destroyed.

Section 5.6 Inspection of Property; Books and Records; Discussions.

Keep proper books of records and accounts in which full, true and correct entries shall be made of all dealings and transactions in
relation to its businesses and activities, such entries to be in conformity with GAAP and all Requirements of Law; and permit, during
regular business hours and upon reasonable notice by Lender, Lender to visit and inspect any of its properties and examine and make
abstracts from any of its books and records at any reasonable time and as often as may reasonably be desired, and to discuss the business,
operations, properties and financial and other condition of Borrower and its Subsidiaries with officers and employees of Borrower and with
their independent certified public accountants.

Section 5.7 Notices.

Give notice in writing to Lender of:

(a) promptly, but in any event within five (5) Business Days after Borrower knows or has reason to know thereof, the occurrence of
any Default or Event of Default;
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(b) promptly, the occurrence of any default or event of default under any Contractual Obligation of Borrower or any of its
Subsidiaries which could reasonably be expected to have a Material Adverse Effect or involve a monetary claim in excess of $500,000;

(c) promptly, any litigation, or any investigation or proceeding known to Borrower (i) affecting Borrower or any of its Subsidiaries
which, if adversely determined, could reasonably be expected to have a Material Adverse Effect or involve a monetary claim in excess of
$500,000, (ii) affecting or with respect to this Agreement or any other Credit Document or (iii) involving an environmental claim or
potential liability under Environmental Laws;

(d) as soon as possible and in any event within thirty (30) days after Borrower knows or has reason to know thereof: (i) the occurrence
or expected occurrence of any Reportable Event with respect to any ERISA Plan, a failure to make any required contribution to an ERISA
Plan, the creation of any Lien in favor of the PBGC (other than a Permitted Lien) or an ERISA Plan or any withdrawal from, or the
termination, Reorganization or Insolvency of, any Multiemployer Plan or (ii) the institution of proceedings or the taking of any other action
by the PBGC or Borrower or any Commonly Controlled Entity or any Multiemployer Plan with respect to the withdrawal from, or the
terminating, Reorganization or Insolvency of, any Plan;

(e) any notice of any violation of any Requirement of Law received by Borrower or any of its Subsidiaries from any Governmental
Authority including, without limitation, any notice of violation of Environmental Laws which could reasonably be expected to have a
Material Adverse Effect;

(f) any labor controversy that has resulted in, or threatens to result in, a strike or other work action against Borrower or any of its
Subsidiaries which could reasonably be expected to have a Material Adverse Effect;

(g) any attachment, judgment, lien, levy or order exceeding $500,000 that may be assessed against or threatened against Borrower
other than Permitted Liens; and

(h) promptly, any other development or event which could reasonably be expected to have a Material Adverse Effect.

Each notice pursuant to this Section shall be accompanied by a statement of a Responsible Officer setting forth details of the
occurrence referred to therein and stating what action Borrower proposes to take with respect thereto. In the case of any notice of a Default
or Event of Default, Borrower shall specify that such notice is a Default or Event of Default notice on the face thereof.

Section 5.8 Environmental Laws.

(a) Comply in all material respects with, and take reasonable steps to ensure compliance in all material respects by all tenants and
subtenants, if any, with, all applicable Environmental Laws and obtain and comply in all material respects with and maintain, and take
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reasonable steps to ensure that all tenants and subtenants obtain and comply in all material respects with and maintain, any and all licenses,
approvals, notifications, registrations or permits required by applicable Environmental Laws;

(b) Conduct and complete all investigations, studies, sampling and testing, and all remedial, removal and other actions required under
Environmental Laws and promptly comply in all material respects with all lawful orders and directives of all Governmental Authorities
regarding Environmental Laws except to the extent that the same are being contested in good faith by appropriate proceedings and the
pendency of such proceedings could not reasonably be expected to have a Material Adverse Effect; and

(c) Defend, indemnify and hold harmless Lender, and its employees, agents, officers and directors, from and against any and all
claims, demands, penalties, fines, liabilities, settlements, damages, costs and expenses of whatever kind or nature known or unknown,
contingent or otherwise, arising out of, or in any way relating to the violation of, noncompliance with or liability under, any Environmental
Law applicable to the operations of Borrower or any of its Subsidiaries or the Properties, or any orders, requirements or demands of
Governmental Authorities related thereto, including, without limitation, reasonable attorney's and consultant's fees, investigation and
laboratory fees, response costs, court costs and litigation expenses, except to the extent that any of the foregoing arise out of the gross
negligence or willful misconduct of the party seeking indemnification therefor as determined by a court of competent jurisdiction in a final
and non-appealable judgment. The agreements in this paragraph shall survive repayment of Borrower's Obligations.

Section 5.9 Financial Covenants.

(a) Commencing on the day immediately following the Closing Date and continuing until such time as the Accordion Facility is
Activated, Borrower shall comply with the following financial covenants:

(i) Consolidated Tangible Net Worth. Borrower shall maintain a Consolidated Tangible Net Worth of not less than
$92,000,000, which amount shall be increased annually by an amount equal to fifty percent (50%) of Consolidated Net Income for the prior
year as shown on the annual financial statement delivered to Lender as provided in Section 5.1(a). Compliance shall be tested on the last
day of each calendar quarter on a trailing 4-quarter basis.

(ii) Minimum Consolidated EBITDA. Borrower shall maintain Consolidated EBITDA of not less than $5,000,000. Upon the
funding of the initial Advance under the Accordion Facility or the Construction Facility, whichever shall first occur, this covenant shall
terminate and be of no further force or effect.

(b) Commencing with end of the first calendar quarter after the initial Advance under the Accordion Facility or the Construction
Facility, whichever shall first occur, Borrower shall comply with the following financial covenants:

(i) Consolidated Tangible Net Worth. Borrower shall continue to maintain not less than the Consolidated Tangible Net Worth
set forth in subsection (a)(i), above.
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(ii) Leverage Ratio. Borrower shall maintain a Leverage Ratio equal to or less than 3.00 to 1.00.
(iii) Consolidated EBIT to Consolidated Interest Expense Ratio. Borrower shall maintain a Consolidated EBIT to Consolidated

Interest Expense ratio equal to not less than 2.50 to 1.00.

(c) Compliance Testing. Compliance with each of the financial covenants set forth in this Section 5.9 shall be tested on the last day of
each calendar quarter on a trailing 4-quarter basis.

Section 5.10 Compliance with Law.

Borrower will, and will cause each of its Subsidiaries to, comply with all laws, rules, regulations and orders, and all applicable
restrictions imposed by all Governmental Authorities, applicable to it and its property if noncompliance with any such law, rule, regulation,
order or restriction could reasonably be expected to have a Material Adverse Effect.

Section 5.11 Pledged Assets.

In the event that the Accordion Facility is Activated:

(a) Borrower will, and will cause each of its Subsidiaries to, cause 100% of the Capital Stock of each of its direct or indirect
Domestic Subsidiaries to be subject at all times to a first priority, perfected Lien in favor of Lender pursuant to the terms and conditions of
the Security Documents or such other security documents as Lender shall reasonably request.

(b) If, subsequent to the date the Accordion Facility is Activated, Borrower shall acquire any securities, instruments, chattel paper or
other personal property required for perfection to be delivered to Lender as Collateral hereunder or under any of the Security Documents,
Borrower shall promptly (and in any event within five (5) Business Days) after such acquisition notify Lender of same. Borrower shall, and
shall cause each of its Subsidiaries to, take such action at its own expense as may be necessary or otherwise requested by Lender
(including, without limitation, any of the actions described in Section 4.2 hereof) to ensure that Lender has a first priority perfected Lien to
secure Borrower's Obligations in all Domestic Business Assets, subject only to Permitted Liens.

Section 5.12 Covenants Regarding Intellectual Property.

From and after the date upon which the Accordion Facility is Activated:

(a) Borrower shall notify Lender promptly if it knows or has reason to know that any material application, letters patent or registration
relating to any material Patent, material Patent License, material Trademark or material Trademark License of Borrower or any of its
Subsidiaries may become abandoned, or of any adverse determination or development (including, without limitation, the institution of, or
any such determination or development in, any proceeding in the United States Patent and Trademark Office or any court) regarding
Borrower's or any of its Subsidiary's ownership of any material Patent or material Trademark, its right to patent or register the same, or to
enforce, keep and maintain the same, or its rights under any material Patent License or material Trademark License.
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(b) (i) Concurrently with the delivery of the quarterly and annual financial statements of Borrower pursuant to Section 5.1(a) and
(b) hereof, Borrower shall provide to Lender and its counsel a complete and correct list of all new Intellectual Property owned by or
licensed to Borrower or any of its Subsidiaries with respect to which Lender has not filed a notice of grant of security interest with the
United States Patent and Trademark Office or the United States Copyright Office or any similar office or agency in any other country or
any political subdivision thereof, as applicable.

(ii) Upon request of Lender, Borrower shall execute and deliver any and all agreements, instruments, documents, and papers as
Lender may reasonably request to evidence Lender's security interest in the Intellectual Property and the general intangibles (including
goodwill) related thereto or represented thereby.

(c) Borrower and its Subsidiaries will take all reasonably necessary actions, including, without limitation, in any proceeding before
the United States Patent and Trademark Office or the United States Copyright Office, to maintain all material items of Intellectual Property
of Borrower and its Subsidiaries, including, without limitation, payment of maintenance fees, filing of applications for renewal, affidavits
of use, affidavits of incontestability and opposition, interference and cancellation proceedings.

(d) In the event that Borrower becomes aware that any material Intellectual Property is infringed, misappropriated or diluted by a
third party in any material respect, Borrower shall notify Lender promptly after it learns thereof and shall, unless Borrower shall reasonably
determine that such Intellectual Property is not material to the business of Borrower or Borrower and its Subsidiaries taken as a whole,
promptly sue for infringement, misappropriation or dilution and to recover any and all damages for such infringement, misappropriation or
dilution, or take such other actions as Borrower and Lender shall reasonably deem appropriate under the circumstances to protect such
Intellectual Property.

Section 5.13 Deposit and Securities Accounts.

Borrower shall maintain each of its material operating deposit accounts with Lender.

Section 5.14 Further Assurances.

Upon the reasonable request of Lender, after the Accordion Facility is Activated, promptly perform or cause to be performed any and
all acts and execute or cause to be executed any and all documents which are necessary or advisable to create or maintain in favor of Lender
Liens on all Domestic Business Assets of Borrower that are duly perfected in accordance with all applicable Requirements of Law.
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ARTICLE VI

NEGATIVE COVENANTS

Borrower hereby covenants and agrees, on the Closing Date and thereafter for so long as this Agreement is in effect, until all of
Lender's obligations to make Advances have terminated, no Note remains outstanding and unpaid and Borrower's Obligations together with
interest and all other amounts owing to Lender hereunder, are paid in full, that:

Section 6.1 Indebtedness.

Borrower will not, and will not permit any Domestic Subsidiary to, contract, create, incur, assume or permit to exist any Indebtedness,
except:

(a) Indebtedness arising or existing under this Agreement and the other Credit Documents;

(b) Indebtedness existing as of the Closing Date as referenced in the financial statements referenced in Section 3.1 (and set out more
specifically in Schedule 6.1(b)) hereto and renewals, refinancings or extensions thereof in a principal amount not in excess of that
outstanding as of the date of such renewal, refinancing or extension;

(c) Indebtedness incurred after the Closing Date consisting of Capital Leases and/or purchase money Liens not exceeding
$1,000,000.00, in the aggregate;

(d) Unsecured intercompany Indebtedness among Borrower; provided that any such Indebtedness shall be (i) fully subordinated to
Borrower's Obligations hereunder on terms reasonably satisfactory to Lender and (ii) evidenced by promissory notes which shall be pledged
to Lender as Collateral for Borrower's Obligations in the event that the Accordion Facility is Activated;

(e) Indebtedness and obligations owing under Bank Products and other Hedging Agreements not entered into for speculative
purposes;

(f) Indebtedness in respect of Guaranty Obligations to the extent permitted under Section 6.3.

Section 6.2 Liens.

Borrower will not, and will not permit any Subsidiary to, contract, create, incur, assume or permit to exist any Lien with respect to any
Domestic Business Assets of Borrower or its Subsidiaries, whether now owned or hereafter acquired, except for Permitted Liens.

Section 6.3 Guaranty Obligations.

Borrower will not enter into or otherwise become or be liable in respect of any Guaranty Obligations (excluding specifically
therefrom endorsements in the ordinary course of business of negotiable instruments for deposit or collection) other than (a) any Guaranty
Obligations in favor

66



of Lender, (b) guaranties given by Borrower or any of its Subsidiaries in connection with obligations not constituting Indebtedness,
including real property leases and other contracts entered into in the ordinary course of business, and (c) guaranties by Borrower of
Indebtedness of Borrower or its Subsidiaries permitted under Section 6.1.

Section 6.4 Nature of Business.

Borrower will not, and will not permit any Subsidiary to, alter the character of its business in any material respect from that conducted
as of the Closing Date.

Section 6.5 Consolidation, Merger, Sale or Purchase of Assets, etc.

Borrower will not, and will not permit any Domestic Subsidiary to:

(a) dissolve, liquidate or wind up its affairs, sell, transfer, lease to a third party or otherwise dispose of its property or assets or agree
to do so at a future time except the following shall be expressly permitted:

(i) Specified Sales;
(ii) the disposition of property or assets as a result of a Recovery Event;
(iii) the sale, lease, transfer or other disposition of machinery, parts and equipment no longer used or useful in the conduct of

the business of Borrower or any of its Subsidiaries;
(iv) the sale, lease or transfer of property or assets between Borrower and its Subsidiaries, so long as any Liens of Lender with

respect to such property or assets remain in full force and effect and fully perfected after giving effect to such transaction; and
(v) any other sale, lease or transfer of property or assets not to exceed 5% of Consolidated Tangible Net Worth in the aggregate

in any fiscal year (measured as of the end of the preceding fiscal year);

provided, that in each case (other than with respect to clause (iv) above) (A) at least 75% of the consideration received therefor by
Borrower or any such Subsidiary shall be in the form of cash or Cash Equivalents, (B) after giving effect to the sale, lease, transfer or other
disposition of such property or assets and the repayment of Indebtedness (if any) with the proceeds thereof, Borrower shall be in
compliance on a Pro Forma Basis with the financial covenants set forth in Section 5.9 hereof and shall be in compliance with all other terms
and conditions of this Agreement and (C) no Event of Default shall exist or shall result from such sale, lease, transfer or other disposition
of property or assets; or

(b) without Lender's prior written consent, which consent shall not be unreasonably withheld or delayed by Lender, (i) purchase, lease
or otherwise acquire the property or assets of any Person, except (A) as part of a Permitted Acquisition or (B) purchases or other
acquisitions of inventory, materials, property and equipment in the ordinary course of business which are not
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limited or prohibited by this Agreement, or (ii) enter into any transaction of merger or consolidation, except for (A) Permitted Investments
and Permitted Acquisitions, and (B) the merger or consolidation of a Subsidiary with and into Borrower; provided that Borrower will be the
surviving corporation.

Section 6.6 Advances, Investments and Loans.

Borrower will not, and will not permit any Domestic Subsidiary to, lend money or extend credit or make advances to any Person, or
purchase or acquire any Capital Stock, obligations or securities of, or any other interest in, or make any capital contribution to, any Person,
except for Permitted Investments and Permitted Acquisitions.

Section 6.7 Transactions with Affiliates.

Except as permitted in subsection (vi) of the definition of Permitted Investments, Borrower will not, and will not permit any
Subsidiary to, enter into any transaction or series of transactions, whether or not in the ordinary course of business, with any officer,
director, shareholder or Affiliate other than on terms and conditions substantially as favorable as would be obtainable in a comparable
arm's-length transaction with a Person other than an officer, director, shareholder or Affiliate.

Section 6.8 Ownership of Subsidiaries; Restrictions.

Borrower will not, and will not permit any Subsidiary to, create, form or acquire any Subsidiaries, except for wholly-owned
Subsidiaries. Borrower will not, and will not permit any Subsidiary to, sell, transfer, pledge or otherwise dispose of any Capital Stock or
other equity interests in any of its Subsidiaries, nor will it, or permit any Subsidiary to, issue, sell, transfer, pledge or otherwise dispose of
any of its Capital Stock or other equity interests, except as required by the Credit Documents or pursuant to a transaction permitted by
Section 6.5(a)(iv).

Section 6.9 Fiscal Year; Organizational Documents; Material Contracts .

Borrower will not, and will not permit any of its Subsidiaries to, change its fiscal year. Borrower will not, and will not permit any of
its Subsidiaries to, amend, modify or change their articles of incorporation (or corporate charter or other similar organizational document),
operating agreement or bylaws (or other similar document) in any material respect without the prior written consent of Lender. Borrower
will not, and will not permit any of its Subsidiaries to, without the prior written consent of Lender, (a) (i) change its state of incorporation
or organization, without providing thirty (30) days prior written notice to Lender and without filing (or confirming that Lender has filed)
such financing statements and amendments to any previously filed financing statements as Lender may reasonably require, or (ii) change its
registered legal name, without providing thirty (30) days prior written notice to Lender and without filing (or confirming that Lender has
filed) such financing statements and amendments to any previously filed financing statements as Lender may require, (b) amend, modify,
cancel or terminate or fail to renew or extend or permit the amendment, modification, cancellation or termination of any of the Material
Contracts (other than in the ordinary course of business), except in the event that such amendments, modifications, cancellations or
terminations could not, either individually or in the aggregate, reasonably be expected to have a Material Adverse Effect,
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(c) have more than one state of incorporation, organization or formation or (d) change its accounting method (except in accordance with
GAAP) in any manner adverse to the interests of Lender.

Section 6.10 Limitation on Restricted Actions.

(a) Borrower will not, and will not permit any Subsidiary to, directly or indirectly, create or otherwise cause or suffer to exist or
become effective any encumbrance or restriction on the ability of any such Person to (i) pay dividends or make any other distributions to
Borrower on its Capital Stock or with respect to any other interest or participation in, or measured by, its profits, (ii) pay any Indebtedness
or other obligation owed to Borrower, (iii) make loans or advances to Borrower, (iv) sell, lease or transfer any of its properties or assets to
Borrower, or (v) act as a guarantor and pledge its assets pursuant to the Credit Documents or any renewals, refinancings, exchanges,
refundings or extension thereof, or amend or otherwise modify the Credit Documents, except (in respect of any of the matters referred to in
clauses (i)-(iv) above) for such encumbrances or restrictions existing under or by reason of (A) this Agreement and the other Credit
Documents, (B) Legal Requirements, (C) any document or instrument governing Indebtedness incurred pursuant to Section 6.1(c), provided
that any such restriction contained therein relates only to the asset or assets leased or acquired in connection therewith or (D) any Permitted
Lien or any document or instrument governing any Permitted Lien, provided that any such restriction contained therein relates only to the
asset or assets subject to such Permitted Lien.

(b) Borrower will not, and will not permit any Subsidiary to, directly or indirectly, enter into any Indebtedness or other agreement
with financial covenants or other restrictions on Borrower or such Subsidiary which are more restrictive, in the reasonable determination of
Lender, than the financial covenants and other restrictions contained herein.

Section 6.11 Restricted Payments.

Borrower will not, and will not permit any Subsidiary to, directly or indirectly, declare, order, make or set apart any sum for or pay
any Restricted Payment if, as a result of such action, Borrower would fail to comply, on a Pro Forma Basis, with any applicable financial
covenant set forth in Section 5.9.

Section 6.12 Sale Leasebacks.

Borrower will not, and will not permit any Subsidiary to, directly or indirectly, become or remain liable as lessee or as guarantor or
other surety with respect to any lease, whether an operating lease or a Capital Lease, of any property (whether real, personal or mixed),
whether now owned or hereafter acquired, (a) which Borrower or any of its Subsidiaries has sold or transferred or is to sell or transfer to a
Person which is not Borrower or a Subsidiary thereof or (b) which Borrower or any of its Subsidiaries intends to use for substantially the
same purpose as any other property which has been sold or is to be sold or transferred by Borrower or any of its Subsidiaries to another
Person which is not Borrower or Subsidiary thereof in connection with such lease.
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Section 6.13 No Further Negative Pledges.

Borrower will not, and will not permit any Subsidiary to, enter into, assume or become subject to any agreement prohibiting or
otherwise restricting the creation or assumption of any Lien upon its properties or assets, whether now owned or hereafter acquired, or
requiring the grant of any security to secure obligations under such agreement if security is given for some other obligation, except
(a) pursuant to this Agreement and the other Credit Documents, (b) pursuant to any document or instrument governing Indebtedness
incurred pursuant to Section 6.1(c), provided that any such restriction contained therein relates only to the asset or assets leased or acquired
in connection therewith, and (c) in connection with any Permitted Lien or any document or instrument governing any Permitted Lien,
provided that any such restriction contained therein relates only to the asset or assets subject to such Permitted Lien.

Section 6.14 Modifications of Subordinated Indebtedness.

Borrower will not, and will not permit any Subsidiary to, after the issuance thereof, amend or modify (or permit the amendment or
modification of) any of the terms of any Subordinated Debt of Borrower or Subsidiary if such amendment or modification would add or
change any terms in a manner adverse to Lender, or shorten the final maturity or average life to maturity or require any payment to be made
sooner than originally scheduled or increase the interest rate applicable thereto or change any subordination provision thereof.

Section 6.15 Foreign Asset Purchases.

Borrower will not, and will not permit any Subsidiary to, use any of the Advances in excess of $10,000,000 to purchase foreign assets
or direct an Advance in excess of $10,000,000 to any one or more of Borrower's Foreign Subsidiaries.

Section 6.16 Transfer or Change of Location of Collateral.

Borrower will not, after the date on which the Accordion Facility is Activated, transfer or permit the transfer to another location not
currently owned or leased by Borrower, any Collateral or the books and records related to any of the Collateral. After the date on which the
Accordion Facility is Activated, Borrower shall provide, at any time and from time to time, written lists of the location of the Collateral
within thirty (30) days after Lender's request therefor.

Section 6.17 Change of Borrower's Name.

Borrower will not change Borrower's name without giving twenty (20) days prior written notice to Lender.
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ARTICLE VII

EVENTS OF DEFAULT

Section 7.1 Events of Default.

An Event of Default shall exist upon the occurrence of any of the following specified events (each an " Event of Default"):

(a) Payment. (i) Borrower shall fail to pay any principal or interest on any Facility when due (whether at maturity, by reason of
acceleration or otherwise) in accordance with the terms hereof; or (ii) Borrower shall fail to reimburse Lender for any LOC Obligations
when due (whether at maturity, by reason of acceleration or otherwise) in accordance with the terms hereof; or (iii) Borrower shall fail to
pay any or other Borrower Obligation or any fee or other amount payable hereunder when due (whether at maturity, by reason of
acceleration or otherwise) in accordance with the terms hereof; or

(b) Misrepresentation. Any representation or warranty made or deemed made herein, in the Security Documents or in any of the other
Credit Documents or which is contained in any certificate, document or financial or other statement furnished at any time under or in
connection with this Agreement shall prove to have been incorrect, false or misleading in any material respect on or as of the date made or
deemed made; or

(c) Covenant Default. (i) Borrower shall fail to perform, comply with or observe any term, covenant or agreement applicable to it
contained in Sections 5.1, 5.2, 5.4, 5.7 or 5.9, 5.11 or Article VI hereof; or (ii) Borrower shall fail to comply with any other covenant,
contained in this Agreement or the other Credit Documents or any other agreement, document or instrument between Borrower and Lender
or executed by Borrower in favor of Lender (other than as described in Sections 7.1(a) or 7.1(c)(i) above), and in the event such breach or
failure to comply is capable of cure, is not cured within the time prescribed therein, or to the extent not prescribed therein, within thirty
(30) days of its occurrence; or

(d) Indebtedness Cross-Default. Borrower or any of its Subsidiaries shall (i) default in any payment of principal of or interest on any
Indebtedness (other than the Indebtedness hereunder) in a principal amount outstanding of at least $500,000.00 in the aggregate for
Borrower and its Subsidiaries beyond the period of grace (not to exceed 30 days), if any, provided in the instrument or agreement under
which such Indebtedness was created; or (ii) default in the observance or performance of any other agreement or condition relating to any
Indebtedness (other than the Indebtedness hereunder) in a principal amount outstanding of at least $500,000.00 in the aggregate for
Borrower and its Subsidiaries or contained in any instrument or agreement evidencing, securing or relating thereto, or any other event shall
occur or condition exist, the effect of which default or other event or condition is to cause, or to permit the holder or holders of such
Indebtedness or beneficiary or beneficiaries of such Indebtedness (or a trustee or agent on behalf of such holder or holders or beneficiary or
beneficiaries) to cause, with the giving of notice if required, such Indebtedness to become due prior to its stated maturity or to be
repurchased, prepaid, deferred or redeemed (automatically or otherwise); or (iii) default beyond the period of grace (not to exceed 30 days)
in the observance or performance of any material agreement or condition under any Hedging Agreement that is a Bank Product; or
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(e) Bankruptcy Default. (i) Borrower or any of its Subsidiaries shall commence any case, proceeding or other action (A) under any
existing or future law of any jurisdiction, domestic or foreign, relating to bankruptcy, insolvency, reorganization or relief of debtors,
seeking to have an order for relief entered with respect to it, or seeking to have it judged bankrupt or insolvent, or seeking reorganization,
arrangement, adjustment, winding-up, liquidation, dissolution, composition or other relief with respect to it or its debts, or (B) seeking
appointment of a receiver, trustee, custodian, conservator or other similar official for it or for all or any substantial part of its assets, or
Borrower or any of its Subsidiaries shall make a general assignment for the benefit of its creditors; or (ii) there shall be commenced against
Borrower or any of its Subsidiaries any case, proceeding or other action of a nature referred to in clause (i) above which (A) results in the
entry of an order for relief or any such adjudication or appointment or (B) remains undismissed, undischarged or unbonded for a period of
sixty (60) days; or (iii) there shall be commenced against Borrower or any of its Subsidiaries any case, proceeding or other action seeking
issuance of a warrant of attachment, execution, distraint or similar process against all or any substantial part of their assets which results in
the entry of an order for any such relief which shall not have been vacated, discharged, or stayed or bonded pending appeal within sixty
(60) days from the entry thereof; or (iv) Borrower or any of its Subsidiaries shall take any action in furtherance of, or indicating its consent
to, approval of, or acquiescence in, any of the acts set forth in clause (i), (ii), or (iii) above; or (v) Borrower or any of its Subsidiaries shall
generally not, or shall be unable to, or shall admit in writing its inability to, pay its debts as they become due; or

(f) Judgment Default. One or more judgments, orders, decrees or arbitration awards shall be entered against Borrower or any of its
Subsidiaries involving in the aggregate a liability (to the extent not covered by third-party insurance) of $500,000.00 or more and all such
judgments, orders, decrees or arbitration awards shall not have been paid and satisfied, vacated, discharged, stayed or bonded pending
appeal within 30 days from the entry thereof or any injunction, temporary restraining order or similar decree shall be issued against
Borrower or any of its Subsidiaries that, individually or in the aggregate, could reasonably be expected to result in a Material Adverse
Effect; or

(g) ERISA Default. (i) Any Person shall engage in any "prohibited transaction" (as defined in Section 406 of ERISA or Section 4975
of the Code) involving any ERISA Plan, (ii) any "accumulated funding deficiency" (as defined in Section 302 of ERISA), whether or not
waived, shall exist with respect to any Plan or any Lien in favor of the PBGC or a Plan (other than a Permitted Lien) shall arise on the
assets of Borrower, any of its Subsidiaries or any Commonly Controlled Entity, (iii) a Reportable Event shall occur with respect to, or
proceedings shall commence to have a trustee appointed, or a trustee shall be appointed, to administer or to terminate, any Single Employer
Plan, which Reportable Event or commencement of proceedings or appointment of a trustee is, in the reasonable opinion of the Required
Lender, likely to result in the termination of such ERISA Plan for purposes of Title IV of ERISA, (iv) any Single Employer Plan shall
terminate for purposes of Title IV of ERISA, (v) Borrower, any of its Subsidiaries or any Commonly Controlled Entity shall, or in the
reasonable opinion of Lender is likely to, incur any liability in connection with a withdrawal from, or the Insolvency or
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Reorganization of, any Multiemployer Plan or (vi) any other similar event or condition shall occur or exist with respect to a Plan; and in
each case in clauses (i) through (vi) above, such event or condition, together with all other such events or conditions, if any, could have a
Material Adverse Effect; or

(h) Change of Control. There shall occur a Change of Control; or

(i) Invalidity of Credit Documents. Any Credit Document shall fail to be in full force and effect or, once the Accordion Facility has
been Activated, shall fail to give Lender and/or Lender the security interests, liens, rights, powers and privileges purported to be created
thereby (except as such documents may be terminated or no longer in force and effect in accordance with the terms thereof, other than those
indemnities and provisions which by their terms shall survive), or Borrower or any Person acting by or on behalf of Borrower shall deny or
disaffirm any of Borrower's Obligations, or any Lien shall fail to be perfected on a material portion of the Collateral; or

(j) Uninsured Loss. Any uninsured damage to or loss, theft or destruction of any assets of Borrower or any of its Subsidiaries shall
occur that is in excess of $5,000,000.00; or

(k) Subordinated Debt. The subordination provisions under any Subordinated Debt shall cease to be in full force and effect or shall
cease to give Lender the rights, powers and privileges purported to be created thereby; or

(l) Classification as Senior Debt. Borrower's Obligations shall cease to be classified as "Senior Indebtedness," "Designated Senior
Indebtedness" or any similar designation under any Subordinated Debt instrument.

If a Default shall have occurred under the Credit Documents, then such Default will continue to exist until it either is cured (to the
extent specifically permitted) in accordance with the Credit Documents or is otherwise expressly waived by Lender (in its sole and absolute
discretion); and once an Event of Default occurs under the Credit Documents, then such Event of Default will continue to exist until it is
expressly waived by Lender.

Section 7.2 Acceleration; Remedies.

Upon the occurrence and during the continuation of an Event of Default, then, and in any such event, (a) if such event is a Bankruptcy
Event, automatically Lender's obligation to make Advances shall immediately terminate and the Facilities (with accrued interest thereon),
and all other Borrower Obligations under the Credit Documents (including, without limitation, the maximum amount of all contingent
liabilities under Letters of Credit) shall immediately become due and payable, and Borrower shall immediately pay to Lender cash collateral
as security for the LOC Obligations for subsequent drawings under then outstanding Letters of Credit in an amount equal to the maximum
amount which may be drawn under Letters of Credit then outstanding and (b) if such event is any other Event of Default, any or all of the
following actions may be taken: Lender may (i) by notice to Borrower declare all obligations of Lender to make Advances to be terminated
forthwith, whereupon such obligations shall immediately terminate, (ii) by notice of default to Borrower, declare the Facilities (with
accrued interest thereon) and all other Borrower's Obligations under the Credit Documents (including without
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limitation the maximum amount of all contingent liabilities under Letters of Credit) to be due and payable forthwith and direct Borrower to
pay to Lender cash collateral as security for the LOC Obligations for subsequent drawings under then outstanding Letters of Credit an
amount equal to the maximum amount of which may be drawn under Letters of Credit then outstanding, whereupon the same shall
immediately become due and payable, (iii) if deemed reasonably necessary by Lender, hire, at the expense of Borrower, one or more
consultants and Borrower agrees to cooperate with such consultants, (iv) exercise any rights or remedies of Lender or Lender under this
Agreement or any other Credit Document, including, without limitation, any rights or remedies with respect to any Collateral, and
(v) exercise any rights or remedies available to Lender or Lender under applicable law.

ARTICLE VIII

THE CONSTRUCTION FACILITY

Section 8.1 Construction Advances.

Subject to the provisions of this Agreement, from time to time as work on the Project progresses, Lender shall make Construction
Advances to Borrower, in an aggregate principal amount not to exceed the Budget, in the amounts specified in Section 8.4, for the purpose
of paying Construction Costs and Non-Construction Costs incurred in connection with the Project. Borrower agrees that all Construction
Advances will be made by such means as Lender may from time to time designate; provided, however, that Lender shall not be required to
see to the proper application of any such Construction Advance and shall not incur any liability for any failure of such proper application.
Further, following an Event of Default and for so long as such Event of Default remains uncured (if cure thereof is accepted by Lender),
Lender reserves the right to disburse Construction Advances directly to contractors and subcontractors and no further direction or
authorization from Borrower shall be necessary following an Event of Default to warrant disbursement directly to the contractors and
subcontractors, and all disbursements to the contractors and subcontractors shall satisfy pro tanto the obligations of Lender hereunder. As a
condition precedent to the Initial Construction Disbursement, Borrower shall furnish to Lender a complete construction schedule and a
current trade cost breakdown, itemized as to trade items, trade descriptions.

Section 8.2 Stored Materials.

Lender shall from time to time make, upon the request of Borrower, Construction Advances for major building materials, furniture,
fixtures and equipment (the "Materials"), which are to be incorporated into the Improvements but which, at the time of the Construction
Advance, are stored on site or at the manufacturing or a warehouse storage site and are not yet affixed to or incorporated into the
Improvements, provided that:

(a) The Materials are securely stored and protected from and bonded or insured against theft, vandalism and the elements to Lender's
reasonable satisfaction, and provided further that the aggregate amount advanced for materials stored at any time shall not exceed
$1,000,000.00;
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(b) All conditions for a Construction Advance under this Agreement are satisfied;

(c) If not yet delivered to the Land, the Materials are fully manufactured and stored in a designated area which effectively segregates
the Materials from all other materials or equipment located at the manufacturing or warehouse storage site;

(d) The storer shall have agreed with Lender that Lender and/or Inspecting Engineer may inspect the Materials at any time;

(e) Lender has received, in respect of each requested Construction Advance, invoices for the full price of the Materials.

Section 8.3 Requests for Advances.

To receive Construction Advances, Borrower shall submit each Draw Request to Lender not more frequently than once monthly on
or before the tenth (10th) day of each month. Upon receipt of the Draw Request and the documentation required hereby in connection
therewith, Lender may cause an inspection to be made of the progress of construction. If Lender elects not to cause an inspection to be made
or otherwise determines as a result of any such inspection that construction is proceeding diligently and in accordance with the Plans
approved in the manner required by this Agreement, and if all conditions to such Construction Advance as hereinafter provided shall have
been fulfilled, Lender will make the Construction Advance on or before the twentieth (20th) day of the same month, upon and subject to all
of the terms and conditions of this Agreement, including, without limitation, the following:

(a) In no event shall Lender be required to advance any Construction Facility proceeds for any work performed or materials delivered
after the Construction Facility Conversion Date. No Draw Request shall be funded prior to the date upon which Lender has received and
approved such Draw Request and all documentation required hereby, and all disbursements will be made to Borrower in a manner
determined by Lender or, with Lender's approval, as Borrower directs in writing. Borrower, in making payment to such party or parties as
shall have supplied labor, material or service, shall accurately designate the items of account and the contract for which payment is being
made. All Construction Facility proceeds will be considered to have been advanced to and received by Borrower upon, and interest on the
Construction Facility proceeds will be payable by Borrower from and after, the advance of the Construction Facility proceeds as aforesaid;
and

(b) All Construction Advances shall be used only for the payment of line items as shown in the Budget (as the same may be adjusted
from time to time with the prior written approval of Lender) and shall be evidenced by the Construction Note and this Agreement.

Section 8.4 Disbursement Amounts.

Subject to the allocations contained in the Budget and the limitations on disbursements that are hereinafter set forth, each
Construction Advance shall be made in an amount equal to the percentage of work completed and incorporated into the Improvements,
multiplied by the total allocation of Construction Facility proceeds available for such work pursuant to the Budget, plus the amount
allocable to Materials which qualify for disbursement under Section 8.2, less
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amounts previously advanced for such work and/or Materials and less the applicable Holdback, up to a maximum of one hundred percent
(100%) of all approved Construction Costs incurred by Borrower (excluding the value of the Land) plus approved Non-Construction Costs
incurred by Borrower. Notwithstanding the foregoing, the aggregate principal amount to be disbursed shall not exceed the amount that
results in the lesser of (i) a loan-to-cost ratio for the Project of not more than eighty percent (80%) based on the cost breakdown approved
by Lender and/or Lender's inspecting engineer, or (ii) a loan-to-value ratio for the Project of seventy-five percent (75%) based on the "as
completed" fair market value of the Project, as determined the Appraisal. Disbursement of Construction Advances shall be subject to the
following additional provisions:

(a) There shall be withheld from the amount of each Advance of Construction Costs a sum (the "Holdback") equal to ten percent
(10%) of such Construction Costs. All Holdback amounts will be disbursed by Lender at the time of the Final Construction Disbursement;
and

(b) Subject to the terms and conditions of this Agreement, Lender will make disbursements to pay actual costs approved by Lender
and shown on the Budget of (i) labor performed on, and equipment and Materials incorporated into, the Improvements, and (ii) developing
the Project. At no time shall the undisbursed balance of the Construction Facility (taking into account all Construction Facility proceeds
theretofore advanced by Lender and all construction theretofore completed) be less than the sum of (y) the amount allocated by Lender to
complete the construction of the Improvements and (z) the aggregate amount of Holdbacks to date.

Section 8.5 Conditions to Initial Construction Disbursement.

Notwithstanding anything to the contrary contained in this Agreement, Lender shall have no obligation to make the Initial
Construction Disbursement unless and until:

(a) The conditions set forth in Subsections 4.3(a), (b) and (c) are satisfied;

(b) the Construction Contract and the Plans have been submitted to and approved by Lender and are in full force and effect;

(c) Lender has received a list of all subcontracts and, to the extent required by Lender, Lender has also received and approved the
subcontracts with the subcontractors as to form, substance and the qualifications of the subcontractors thereunder;

(d) in Lender's determination, there remain sufficient undisbursed and unallocated proceeds of the Construction Facility to fully fund
the construction and equipping of the Project to completion in accordance with the approved Plans;

(e) unless waived by Lender, until Lender has received each of the following documents, items and things, all of which shall be
satisfactory in form and substance to Lender:

(i) a detailed cost breakdown for construction of the Improvements;
(ii) evidence that Completion of Improvements can be achieved for a total cost that does not exceed the amount allocated

thereto in the Budget (which evidence shall include, but will not necessarily be limited to, a satisfactory plan and cost review prepared by
Inspecting Engineer);
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(iii) a building timetable verifying that Completion of Improvements can be achieved by the Construction Facility Conversion
Date;

(iv) approval by Inspecting Engineer of the final Plans and cost breakdown for construction of the Improvements;
(v) evidence that all licenses, permits, consents, approvals and authorizations for the construction of the Improvements,

including without limitation the building permit(s), are in full force and effect and that no notices of violation or revocation with respect
thereto have been received;

(vi) evidence that (A) the Notice of Commencement has been duly executed and recorded and (B) Borrower has caused to be
posted on the Land a certified copy of the recorded Notice of Commencement;

(vii) a certificate of insurance or other evidence that the builder's risk insurance required by Section 5.5(b), above, is in full
force and effect with respect to the Improvements;

(viii) a current boundary survey of the Land; and
(ix) a current Appraisal of the Project on an "as completed" basis.

Section 8.6 Subsequent Disbursements.

Once the Initial Construction Disbursement has been made by Lender, Lender shall make further Construction Advances no more
often than monthly (including the Final Construction Disbursement) upon receipt of a Draw Request, subject to the continuing satisfaction
of the conditions set forth in Section 8.5 and to the following additional conditions:

(a) Lender shall have received such lien waivers, releases and affidavits with respect to all prior disbursements and all prior work,
from contractors, subcontractors, sub-subcontractors, materialmen and other potential lienors (including without limitation Borrower's
Engineer), as may be reasonably required by Lender;

(b) All licenses, permits, consents, approvals and authorizations for the construction and development of the Improvements, or so
much thereof as to which construction has been commenced, shall be in full force and effect and no notices of violation or revocation with
respect to any thereof shall have been received;

(c) Lender shall have received such updates or recertifications to the survey of the Land as Lender may reasonably require, including,
without limitation, a foundation survey when the foundation of the Improvements has been completed;
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(d) Lender shall have received verification from the Inspecting Engineer, based upon a visual inspection, that the percentage or stage
of completion is as represented on the Draw Request, and that all construction to date is in accordance with the approved Plans; and

(e) Lender shall have received such other instruments, documents and certificates as Lender may reasonably request.

Section 8.7 Final Construction Disbursement.

Lender shall make the final Construction Advance for payment of Construction Costs, and shall release any Holdbacks that have not
been theretofore released (collectively, the "Final Construction Disbursement"), upon Lender's receipt of the following documents, items
and things, all of which shall be satisfactory in form and substance to Lender:

(a) Certificates of the Contractor and Inspecting Engineer (i) stating that the Improvements have been fully completed in accordance
with the Plans approved by Lender and all applicable building, fire, safety, environmental and similar codes, and (ii) containing such other
details concerning the construction of the Improvements as Lender may reasonably request, together with verification of such statements
and information by the Inspecting Engineer;

(b) An affidavit from the Contractor, together with recordable lien waivers and releases of lien satisfactory to Lender from all
contractors, subcontractors, sub-subcontractors, materialmen and all other persons entitled to enforce a lien against the Project under the
Florida Construction Lien Law with respect to work completed to the date of the Final Construction Disbursement (which may be
conditioned upon receipt of a specified portion of the proceeds of the Final Construction Disbursement), and such additional affidavits and
assurances as may be reasonably required by Lender to determine that the Project will be free and clear of mechanics' liens;

(c) Evidence that all certificates or permits required for the use and occupancy of the Improvements have been duly issued by the
appropriate Governmental Authority, together with copies of all such certificates and permits;

(d) An as-built survey locating all Improvements, certified for the benefit of Borrower and Lender, showing that no encroachments
exist over the boundaries of the Land or over any set-back or right-of-way lines; and

(e) As-built plans and specifications for the Improvements, certified by Borrower's Engineer.

Section 8.8 Additional Conditions to Disbursement.

Anything contained herein, or in any other agreement between Borrower and Lender, to the contrary notwithstanding, Lender shall
not be obligated to make any Construction Advance hereunder that it otherwise would be obligated to make if, on the date such
Construction Advance is to be made:

(a) Borrower shall be unwilling or unable to pay for that portion of Construction Costs and Non-Construction Costs then due and
payable that will not be covered by such Construction Advance;
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(b) there is of record any mortgage, lien, charge or other encumbrance on the Project or the Properties;

(c) Any portion of the Improvements theretofore constructed shall have been destroyed or materially damaged by fire or other
casualty and (i) Lender shall not have received insurance proceeds sufficient in the judgment of Lender to effect the satisfactory restoration
of the Improvements and to permit the completion thereof on or before the Construction Facility Conversion Date, or (ii) Borrower shall
not have agreed to fund any deficit, as reasonably estimated by Lender and in a manner satisfactory to Lender, in order to effect the
satisfactory restoration of the affected Improvements and to permit the completion thereof on or before the Construction Facility
Conversion Date;

(d) Lender shall reasonably determine that (i) the undisbursed portion of the Construction Facility is insufficient to fully complete the
Improvements in a lien-free condition and to pay or provide for all reasonably anticipated Non-Construction Costs and (ii) Borrower has
failed to provide Lender with satisfactory evidence of Borrower's willingness and ability to provide the additional amount necessary to
cover such shortfall; or

(e) Any of the conditions set forth in Subsection 4.3(a), Subsection 4.3(b) or Subsection 4.3(c) is not satisfied.

ARTICLE IX

MISCELLANEOUS

Section 9.1 Modification, Waiver, Consent.

No purported modification or waiver of any provision of this Agreement, and no purported consent to any departure by Borrower
from strict compliance with any of its obligations hereunder, shall be effective in any event unless the same is in writing and signed by
Lender, and then such modification, waiver or consent shall be effective only in the specific instance and for the specific purpose given.
Any notice to or demand on Borrower in any event not specifically required of Lender hereunder shall not entitle Borrower to any other or
further notice or demand in the same, similar or other circumstances unless specifically required hereunder. Any Advance of proceeds of
any of the Facilities hereunder shall not constitute a waiver of any of the conditions of Lender's obligations to make further Advances nor,
in the event Borrower is unable to satisfy any such condition, shall any such waiver have the effect of precluding Lender from thereafter
declaring such inability to be an Event of Default as hereinabove provided. From and after the occurrence of any Event of Default, Lender
may accept or reject any offer or undertaking by Borrower to cure same in the exercise of Lender's sole discretion.
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Section 9.2 Notices.

(a) Except in the case of notices and other communications expressly permitted to be given by telephone (and except as provided in
paragraph (b) below), all notices and other communications provided for herein shall be in writing and shall be delivered by hand or
overnight courier service, mailed by certified or registered mail or sent by telecopier as follows:

(i) If to
Borrower:

Sun Hydraulics Corporation
1500 West University Parkway
Sarasota, FL 34243
Attention: Tricia Fulton, Chief Financial Officer
Telephone: (941) 362-1232
Fax: (941) 362-1268
Email: triciaf@sunhydraulics.com

(ii) If to
Lender:

Fifth Third Bank (Tampa Bay)
201 East Kennedy Boulevard, Suite 1800
MD T201KA
Tampa, FL 33602
Attention: Andrew D. Hahn, Vice President
Telephone: (813) 306-2448
Fax: (813) 306-2529
Email: Andrew.Hahn@53.com

Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be deemed to have been given when
received; notices sent by telecopier shall be deemed to have been given when sent (except that, if not given during normal business hours
for the recipient, shall be deemed to have been given at the opening of business on the next business day for the recipient). Notices
delivered through electronic communications to the extent provided in paragraph (b) below, shall be effective as provided in said paragraph
(b).

(b) Electronic Communications. Notices and other communications to Lender hereunder may be delivered or furnished by electronic
communication (including e-mail and Internet or intranet websites) pursuant to procedures approved by Lender. Lender and Borrower may,
in their discretion, agree to accept notices and other communications hereunder by electronic communications pursuant to procedures
approved by them, provided that approval of such procedures may be limited to particular notices or communications.

Unless Lender otherwise prescribes, (i) notices and other communications sent to an e-mail address shall be deemed received upon
the sender's receipt of an acknowledgement from the intended recipient (such as by the "return receipt requested" function, as available,
return e-mail or other written acknowledgement), provided that if such notice or other communication is not sent during the normal
business hours of the recipient, such notice or communication shall be deemed to have been sent at the opening of business on the next
Business Day for the
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recipient, and (ii) notices or communications posted to an Internet or intranet website shall be deemed received upon the deemed receipt by
the intended recipient at its e-mail address as described in the foregoing clause (i) of notification that such notice or communication is
available and identifying the website address therefor.

(c) Change of Address, Etc. Any party hereto may change its address or telecopier number for notices and other communications
hereunder by notice to the other parties hereto.

Section 9.3 No Waiver; Cumulative Remedies.

No failure to exercise and no delay in exercising, on the part of Lender, any right, remedy, power or privilege hereunder shall operate
as a waiver thereof; nor shall any single or partial exercise of any right, remedy, power or privilege hereunder preclude any other or further
exercise thereof or the exercise of any other right, remedy, power or privilege. The rights, remedies, powers and privileges herein provided
are cumulative and not exclusive of any rights, remedies, powers and privileges provided by law.

Section 9.4 Survival of Representations and Warranties.

All representations and warranties made hereunder and in any document, certificate or statement delivered pursuant hereto or in
connection herewith shall survive the execution and delivery of this Agreement and the Notes and the making of the Extensions of Credit,
provided that all such representations and warranties shall terminate on the date upon which all obligations of Lender to make Advances
hereunder have been terminated and all amounts owing hereunder and under any Notes have been paid in full.

Section 9.5 Payment of Expenses and Taxes; Indemnity.

(a) Costs and Expenses. Borrower shall pay (i) all reasonable out-of-pocket expenses incurred by Lender and its Affiliates (including
the reasonable fees, charges and disbursements of counsel for Lender), in connection with the preparation, negotiation, execution, delivery
and administration of this Agreement and the other Credit Documents or any amendments, modifications or waivers of the provisions
hereof or thereof (whether or not the Transactions shall be consummated), (ii) all reasonable out-of-pocket expenses incurred by Lender in
connection with the issuance, amendment, renewal or extension of any Letter of Credit or any demand for payment thereunder and (iii) all
out-of-pocket expenses incurred by Lender (including the fees, charges and disbursements of any counsel for Lender) in connection with
the enforcement or protection of its rights (A) in connection with this Agreement and the other Credit Documents, including its rights under
this Section, or (B) in connection with the Advances made or Letters of Credit issued hereunder, including all such out-of-pocket expenses
incurred during any workout, restructuring or negotiations in respect of such Advances or Letters of Credit.

(b) Indemnification by Borrower. Borrower shall indemnify Lender and each Related Party of Lender (each such Person being called
an "Indemnitee") against, and hold each Indemnitee harmless from, any and all losses, claims, penalties, damages, liabilities and related
expenses (including the fees, charges and disbursements of any counsel for any Indemnitee), incurred by any Indemnitee or asserted against
any Indemnitee by any third party arising out of,
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in connection with, or as a result of (i) the execution or delivery of this Agreement, any other Credit Document or any agreement or
instrument contemplated hereby or thereby, the performance by the parties hereto of their respective obligations hereunder or thereunder or
the consummation of the Transactions, (ii) any Advance or Letter of Credit or the use or proposed use of the proceeds therefrom (including
any refusal by Lender to honor a demand for payment under a Letter of Credit if the documents presented in connection with such demand
do not strictly comply with the terms of such Letter of Credit), (iii) any actual or alleged presence or release of Materials of Environmental
Concern on or from any property owned or operated by Borrower or any of its Subsidiaries, or any liability under Environmental Law
related in any way to Borrower or any of its Subsidiaries, or (iv) any actual or prospective claim, litigation, investigation or proceeding
relating to any of the foregoing, whether based on contract, tort or any other theory, brought by a third party, and regardless of whether any
Indemnitee is a party thereto, provided that such indemnity shall not, as to any Indemnitee, be available to the extent that such losses,
claims, damages, liabilities or related expenses are the result of the gross negligence or willful misconduct of such Indemnitee. This
paragraph (b) shall not apply with respect to Taxes other than any Taxes that represent losses or damages arising from non-Tax claim.

(c) Waiver of Consequential Damages, Etc. To the fullest extent permitted by applicable law, Borrower shall not assert, and Borrower
hereby waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive damages (as
opposed to direct or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Credit Document or any
agreement or instrument contemplated hereby, the Transactions, any Facility or Letter of Credit or the use of the proceeds thereof. To the
fullest extent permitted by applicable law, Lender shall not assert, and Lender hereby waives, any claim against Borrower, on any theory of
liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with,
or as a result of, this Agreement, any other Credit Document or any agreement or instrument contemplated hereby, the Transactions, any
Facility or Letter of Credit or the use of the proceeds thereof. No Indemnitee referred to in paragraph (b) above shall be liable for any
damages arising from the use by unintended recipients of any information or other materials distributed by it through telecommunications,
electronic or other information transmission systems in connection with this Agreement or the other Credit Documents or the Transactions.

(d) Payments. All amounts due under this Section shall be payable promptly/not later than five (5) days after demand therefor.

(e) Survival. The agreements contained in this Section shall survive the termination of the Commitments and the repayment,
satisfaction or discharge of Borrower's Obligations.

Section 9.6 Successors and Assigns; Assignment.

(a) Successors and Assigns Generally. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective successors and assigns permitted hereby. Nothing in this Agreement, expressed or implied, shall be construed to
confer upon any Person (other than the parties hereto, their respective successors and assigns permitted hereby, and participants of Lender)
any legal or equitable right, remedy or claim under or by reason of this Agreement.
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(b) Assignments. Lender, in the exercise of its sole discretion, may (i) assign this Agreement and the other Credit Documents,
including all of its rights hereunder and thereunder, and cause the assignee or any subsequent assignee to make any Advances not made at
the time of the assignment, or (ii) participate one or more of the Facilities with one or more other lending institutions; and, in either such
event, all the provisions of this Agreement shall continue to apply to the Facilities. Lender shall have the right to disclose to any
prospective assignee of or participant in one or more of the Facilities such information regarding any Borrower as Lender may deem
necessary or expedient. Borrower shall have no right to assign this Agreement or the proceeds to be advanced hereunder without Lender's
prior written consent. Notwithstanding the foregoing, in the event Borrower does make an assignment of this Agreement or its rights
hereunder, Lender may, at Lender's option, continue to make Advances hereunder to Borrower or Borrower's successors in interest, and all
sums so advanced shall be deemed Advances made in pursuance and not in modification hereof and shall be evidenced by the Notes and
secured by the Security Documents, if any.

Section 9.7 Right of Set off.

(a) If an Event of Default shall have occurred and be continuing, Lender and each of its Affiliates is hereby authorized at any time and
from time to time, to the fullest extent permitted by applicable law, to set off and apply any and all deposits (general or special, time or
demand, provisional or final, in whatever currency) at any time held and other obligations (in whatever currency) at any time owing by
Lender or any such Affiliate to or for the credit or the account of Borrower against any and all of the obligations of Borrower now or
hereafter existing under this Agreement or any other Credit Document to Lender, irrespective of whether or not Lender shall have made any
demand under this Agreement or any other Credit Document and although such obligations of Borrower may be contingent or unmatured or
are owed to a branch or office of Lender different from the branch or office holding such deposit or obligated on such indebtedness. The
rights of Lender and its Affiliates under this Section are in addition to other rights and remedies (including other rights of setoff) that Lender
or its Affiliates may have. Lender agrees to notify Borrower promptly after any such setoff and application, provided that the failure to give
such notice shall not affect the validity of such setoff and application.

(b) Borrower consents to the foregoing and agrees, to the extent it may effectively do so under applicable law, that any lender
acquiring a participation pursuant to the foregoing arrangements may exercise against Borrower rights of setoff and counterclaim with
respect to such participation as fully as if such lender were a direct creditor of Borrower in the amount of such participation.

Section 9.8 Table of Contents and Section Headings.

The table of contents and the Section and subsection headings herein are intended for convenience only and shall be ignored in
construing this Agreement.
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Section 9.9 Counterparts; Effectiveness.

(a) This Agreement may be executed in counterparts (and by different parties hereto in different counterparts), each of which shall
constitute an original, but all of which when taken together shall constitute a single contract. Except as provided in Section 4.1, this
Agreement shall become effective when it shall have been executed by Borrower and Lender and Lender shall have received copies hereof
and thereof (telefaxed or otherwise), and thereafter this Agreement shall be binding upon and inure to the benefit of Borrower and Lender
and their respective successors and permitted assigns. Delivery of an executed counterpart of a signature page of this Agreement by
telecopy or email shall be effective as delivery of a manually executed counterpart of this Agreement.

Section 9.10 Severability.

Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective
to the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.

Section 9.11 Integration.

This Agreement and the other Credit Documents represent the agreement of Borrower and Lender with respect to the subject matter
hereof, and there are no promises, undertakings, representations or warranties by Lender or Borrower relative to the subject matter hereof
not expressly set forth or referred to herein or therein.

Section 9.12 Governing Law.

This Agreement and the Notes and the rights and obligations of the parties under this Agreement and the Notes shall be governed by,
and construed and interpreted in accordance with, the law of the State of Florida.

Section 9.13 Consent to Jurisdiction and Service of Process.

All judicial proceedings brought against Borrower with respect to this Agreement, any Note or any of the other Credit Documents
may be brought in any state or federal court of competent jurisdiction in the State of Florida, and, by execution and delivery of this
Agreement, Borrower accepts, for itself and in connection with its properties, generally and unconditionally, the non-exclusive jurisdiction
of the aforesaid courts and irrevocably agrees to be bound by any final judgment rendered thereby in connection with this Agreement from
which no appeal has been taken or is available. Borrower irrevocably agrees that all service of process in any such proceedings in any such
court may be effected by mailing a copy thereof by registered or certified mail (or any substantially similar form of mail), postage prepaid,
to it at its address set forth in Section 9.2 or at such other address of which Lender shall have been notified pursuant thereto, such service
being hereby acknowledged by Borrower to be effective and binding service in every respect. Borrower and Lender irrevocably waives any
objection, including, without limitation, any objection to the laying of venue or based on the grounds of forum non

84



conveniens which it may now or hereafter have to the bringing of any such action or proceeding in any such jurisdiction. Nothing herein
shall affect the right to serve process in any other manner permitted by law or shall limit the right of Lender to bring proceedings against
Borrower in the court of any other jurisdiction.

Section 9.14 Acknowledgments.

Borrower hereby acknowledges that:

(a) it has been advised by counsel in the negotiation, execution and delivery of each Credit Document;

(b) Lender has no fiduciary relationship with or duty to Borrower arising out of or in connection with this Agreement and the
relationship between Lender, on one hand, and Borrower, on the other hand, in connection herewith is solely that of debtor and creditor;
and

(c) no joint venture exists among Lender and Borrower.

Section 9.15 Waivers of Jury Trial; Waiver of Consequential Damages .

BORROWER AND LENDER HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVE, TO THE EXTENT
PERMITTED BY APPLICABLE LAW, TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING RELATING TO THIS
AGREEMENT OR ANY OTHER CREDIT DOCUMENT AND FOR ANY COUNTERCLAIM THEREIN.

Section 9.16 Patriot Act Notice.

Lender (for itself and not on behalf of any other party) hereby notifies Borrower that, pursuant to the requirements of the Patriot Act,
it is required to obtain, verify and record information that identifies Borrower, which information includes the name and address of
Borrower and other information that will allow such Lender to identify Borrower in accordance with the Patriot Act.

Section 9.17 Resolution of Drafting Ambiguities.

Borrower acknowledges and agrees that it was represented by counsel in connection with the execution and delivery of this
Agreement and the other Credit Documents to which it is a party, that it and its counsel reviewed and participated in the preparation and
negotiation hereof and thereof and that any rule of construction to the effect that ambiguities are to be resolved against the drafting party
shall not be employed in the interpretation hereof or thereof.

Section 9.18 Continuing Agreement.

This Credit Agreement shall be a continuing agreement and shall remain in full force and effect until all Borrower Obligations (other
than those obligations that expressly survive the termination of this Credit Agreement) have been paid in full and all obligations of Lender
to make Advances and Letters of Credit have been terminated. Upon termination, Borrower shall
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have no further obligations (other than those obligations that expressly survive the termination of this Credit Agreement) under the Credit
Documents and Lender shall, at the request and expense of Borrower, deliver any Collateral in its possession to Borrower and release any
and all Liens on the Collateral; provided that should any payment, in whole or in part, of Borrower's Obligations be rescinded or otherwise
required to be restored or returned by Lender, whether as a result of any proceedings in bankruptcy or reorganization or otherwise, then the
Credit Documents shall automatically be reinstated and any and all Liens of Lender shall reattach to the Collateral and all amounts required
to be restored or returned and all costs and expenses incurred by Lender in connection therewith shall be deemed included as part of
Borrower's Obligations.

Section 9.19 Press Releases and Related Matters.

Borrower consents to the publication by Lender of customary advertising material relating to the Transactions using the name,
product photographs, logo or trademark of Borrower.

Section 9.20 No Advisory or Fiduciary Responsibility.

In connection with all aspects of each Transaction, Borrower acknowledges and agrees, and acknowledges its Affiliates'
understanding, that: (a) the credit facility provided for hereunder and any related arranging or other services in connection therewith
(including in connection with any amendment, waiver or other modification hereof or of any other Credit Document) are an arm's-length
commercial transaction between Borrower and their Affiliates, on the one hand, and Lender, on the other hand, and Borrower is capable of
evaluating and understanding and understands and accepts the terms, risks and conditions of the Transactions and the other Credit
Documents (including any amendment, waiver or other modification hereof or thereof); (b) in connection with the process leading to such
transaction, Lender is and has been acting solely as a principal and is not the financial advisor, agent or fiduciary, for Borrower or any of its
Affiliates, stockholders, creditors or employees or any other Person; (c) Lender has not assumed or will assume an advisory, agency or
fiduciary responsibility in favor of Borrower with respect to any of the Transactions or the process leading thereto, including with respect to
any amendment, waiver or other modification hereof or of any other Credit Document (irrespective of whether Lender has advised or is
currently advising Borrower or any of its Affiliates on other matters) and Lender has no obligation to Borrower or any of its Affiliates with
respect to the Transactions except those obligations expressly set forth herein and in the other Credit Documents; (d) Lender and its
Affiliates may be engaged in a broad range of transactions that involve interests that differ from those of Borrower and its Affiliates, and
Lender has no obligation to disclose any of such interests by virtue of any advisory, agency or fiduciary relationship; and (e) Lender has not
provided and will not provide any legal, accounting, regulatory or tax advice with respect to any of the Transactions (including any
amendment, waiver or other modification hereof or of any other Credit Document) and Borrower has consulted its own legal, accounting,
regulatory and tax advisors to the extent it has deemed appropriate. Borrower hereby waives and releases, to the fullest extent permitted by
law, any claims that it may have against Lender with respect to any breach or alleged breach of agency or fiduciary duty.
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Section 9.21 Responsible Officers.

Lender is authorized to rely upon the continuing authority of the Responsible Officers with respect to all matters pertaining to the
Credit Documents including, but not limited to, the selection of interest rates, the submission of requests for Extensions of Credit and
certificates with regard thereto. Such authorization may be changed only upon written notice to Lender and evidence, reasonably
satisfactory to Lender, of the authority of the Person giving such notice and such notice shall be effective not sooner than five (5) Business
Days following receipt thereof by Lender (or such earlier time as agreed to by Lender).

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered by its proper and duly
authorized officers as of the day and year first above written.
 

       

BORROWER:    
SUN HYDRAULICS CORPORATION,
a Florida corporation

    

    By:  /s/ Tricia Fulton
    Name:  Tricia Fulton
    Title:  CFO
   

LENDER:
   

FIFTH THIRD BANK,
a Florida banking corporation

    

    By:  /s/ Andrew D. Hahn
    Name:  Andrew D. Hahn
    Title:  Vice President
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EXHIBIT "A"
Legal Description

Lots III-1, 111-2, 111-3, 111-7, 111-8, 111-9 and III-10, LESS the Southerly 3 feet of Lots III-1 and 111-2, UNIVERSITY PARK OF
COMMERCE, A SUBDIVISION, SECTION THREE, as per map or plat thereof recorded in Plat Book 24, Pages 121 through 125,
inclusive, Manatee County, Florida.

AND

A part of Section 6, Township 36 South, Range 18 East, situate and lying in Sarasota County, Florida, described as follows:

Beginning at the Northwest corner of said Section 6; thence East along the north line of said Section 6, 1438.52 feet; thence South 50.00 to
an iron pipe as a Point of Beginning; thence South 0° 21' 30" East, parallel with the center line of the Seaboard Airline Railroad Right of
Way and 75 feet Easterly therefrom at right angles, a distance of 300.00 feet; thence East 1400.00 feet; thence North 0° 21' 30" West
300.00 feet; thence West, along the South Right of Way line of State Road 683, 1400.00 feet to the Point of Beginning.



Schedule 1.1-1

ACCOUNT DESIGNATION LETTER

August 1, 2011

Fifth Third Bank (Tampa Bay)
201 East Kennedy Boulevard, Suite 1800
MD T201KA
Tampa, Florida 33602
Attention: Andrew D. Hahn, Vice President

Dear Mr. Hahn:

This Account Designation Letter is delivered to you by Sun Hydraulics Corporation (the “ Company”), a Florida corporation,
pursuant to Section 4.1 of the Amended and Restated Credit and Security Agreement dated as of August 1, 2011 (as the same may be
amended, restated or otherwise modified, the “Credit Agreement”) by and betweem the Company and Fifth Third Bank (the “Bank”).

The Bank is hereby authorized to disburse all proceeds of all Advances (as defined in the Credit Agreement) into the following
account, unless the Company shall designate, in writing to the Administrative Agent, one or more other accounts:

Fifth Third Bank
ABA 042000314
Sun Hydraulics Corporation
Account Number _______________

This Account Designation Letter may, upon execution, be delivered by facsimile or electronic mail, which shall be deemed for all
purposes to be an original signature.

IN WITNESS WHEREOF, the undersigned has executed this Account Designation Letter this _____ day of _________, 2011.
SUN HYDRAULICS CORPORATION

By:                    
Name:                    
Title:                 



Schedule 1.1-4

PERMITTED LIENS

Debtor(s) Secured Party
Type
Lien

Filing
Date

Expiration
Date Filing Number Collateral

Borrower Fifth Third Bank UCC-1 7/25/2003 7/25/2008 200,304,552,605

"Collateral" means the Stock Collateral and all of
the Borrower's domestic assets including, without
limitation, all Items of Payments, Accounts,
Chattel Paper, Commercial Tort Claims,
Commodity Accounts, Commodity Contracts,
Deposit Accounts, Equipment, General
Intangibles, Goods, Health Care Insurance
Receivables, Instruments, Inventory, Investment
Property, Letter Credit Rights, Payment
Intangibles and all other tangible and intangible
Assets of Borrower including, without limitation,
Borrower's Books relating to Collateral, and the
proceeds of Collateral whether cash or non-cash
including, without limitation, insurance proceeds.

Borrower Fifth Third Bank  6/9/2008 6/9/2013 200,808,497,160 Continuation of prior filing

Borrower Maruka USA Inc UCC-1 11/29/2010 11/29/2015 201,003,639,176

One new Mori Seiki NL2000SY/500 to include all
standard accessories and also Quick Load Servo
65, Spinddle Liner, tone color textured, Chip
Conv. RH Side Front Perforated, CB65-NS/A6 &
CB65-NS/A5 collet chuck, Ejector Assy,
Workpiece unloader, 20 station bolt tight turret
w/milling, Chuck High/low pressure sys for
spindle2, Super High Pressure cool pump In-
machine traveling workpiece unloader plus Work-
pc conveyor, Special short length manual tool
presetter Main & Sub, Semi Automatic tool
measuring software, of all attachments,
accessories, tooling, manuals, addendums, and
insurance proceeds.

Borrower Maruka USA Inc UCC-1 7/5/2011 7/5/2016 201,104,900,260

one (1) PANUC T21 Robodrill, Serial
Number P105XG196, and control, and including
all accessories, additions, and attachments
attached thereto. All proceeds of collateral are
also covered.



Schedule 1.1-6

EXISTING LETTERS OF CREDIT

Letter of credit PMA Insurance for $250,000 related to workers compensation



Schedule 2.1(b)(i)

FORM OF
NOTICE OF BORROWING

[Date]

Fifth Third Bank (Tampa Bay)
201 East Kennedy Boulevard, Suite 1800
MD T201KA
Tampa, Florida 33602
Attention: Andrew D. Hahn, Vice President

Dear Mr. Hahn:

Pursuant to subsection [2.1(b)][2.2(b)] of the Amended and Restated Credit and Security Agreement dated as of August 1, 2011
(as the same may be amended, restated or otherwise modified, the “Credit Agreement”) by and between Sun Hydraulics Corporation(the
“Company) and Fifth Third Bank (the “Bank”), the Company hereby requests that the following Advance(s) (as such term is defined in the
Credit Agreement) be made on [date] as follows (the “Proposed Borrowing”):

I.    Revolving Advances requested:

(1)    Total Amount of Revolving Advances Requested        $        

(2)    Amount of (1) to be allocated
to LIBOR Rate Advances                    $        

(3)    Amount of (1) to be allocated
to Base Rate Advances                    $        

III.    Accordion Advances requested:

(1)    Total Amount of Accordion Advances Requested        $        

(2)    Amount of (1) to be allocated
to LIBOR Rate Advances                    $        

(3)    Amount of (1) to be allocated
to Base Rate Advances                    $        

NOTE: REVOLVING ADVANCES AND ACCORDION ADVANCES MUST BE IN MINIMUM AMOUNTS $200,000.00 AND
IN INTEGRAL MULTIPLES OF $100,000 IN EXCESS THEREOF.

Terms defined in the Credit Agreement shall have the same meanings when used herein.

The undersigned hereby certifies that the following statements are true on the date hereof and will be true on the date of the
Proposed Advances:

(A)    The representations and warranties made by the Company in the Credit Agreement, in the Credit
Documents or which are contained in any certificate furnished at any time under or in connection with the Credit Agreement are and
will be true and correct, both before and after giving effect to the Proposed Borrowing and to the application of the proceeds
thereof, with the same effect as though such representations and warranties had been made on and as of the date of such Proposed
Borrowing of a specified date shall be required to be true and correct in all material respects only as of such specified date).



(B)    No Default or Event of Default has occurred and is continuing, or would result from such Proposed
Borrowing or from the application of the proceeds thereof.

(C)    Immediately after giving effect to the making of the Proposed Borrowing (and the application of the
proceeds thereof), (i) the sum of the aggregate principal amount of outstanding Revolving Advances plus LOC Obligations shall not
exceed the Revolving Committed Amount or, (ii) if the Accordion Facility has been Activated, the sum of the aggregate principal
amount of outstanding Revolving Advances, plus Accordion Advances, plus LOC Obligations s shall not exceed the sum of the
Revolving Committed Amount, plus the Effective Accordion Note Amount.

Very truly yours,

SUN HYDRAULICS CORPORATION, a Florida corporation

By:                    
Tricia Fulton
Chief Financial Officer



Schedule 2.7

FORM OF
NOTICE OF CONVERSION

[Date]
Fifth Third Bank (Tampa Bay)
201 East Kennedy Boulevard, Suite 1800
MD T201KA
Tampa, Florida 33602
Attention: Andrew D. Hahn, Vice President

Dear Mr. Hahn:

Pursuant to Section 2.7 of the Amended and Restated Credit and Security Agreement dated as of August 1, 2011 (as the same may
be amended, restated or otherwise modified, the “Credit Agreement”) by and between Sun Hydraulics Corporation(the “Company) and
Fifth Third Bank (the “Bank”), the Company hereby requests conversion on [Date] of the Applicable Interest Rate (as defined in the Credit
Agreement) for the following Advances (the “Proposed Conversion”):

I.    Revolving Loan

(1)    Total Amount of Advances to be
Converted                    $        

(2)    Amount of (1) to be allocated
to LIBOR Rate Advances                $        

(3)    Amount of (1) to be allocated
to Base Rate Advances                 $        

NOTE: CONVERSIONS TO LIBOR RATE LOANS MUST BE IN MINIMUM AMOUNTS OF $200,000.00 AND $200,000.00
INCREMENTS IN EXCESS THEREOF.

Terms defined in the Credit Agreement shall have the same meanings when used herein.

The undersigned hereby certifies that, as of the date hereof and as of the date of the Proposed Conversion:

(A) The representations and warranties made by the Company in the Credit Agreement, in the Credit Documents or which are
contained in any certificate furnished at any time under the Credit Agreement or in connection therewith are and will be true and correct in
all material respects, both before and after giving effect to the Proposed Conversion, with the same effect as though such representations
and warranties had been made on and as of the date of such Proposed Conversion (except for those which expressly relate to an earlier
date).

(B) The undersigned hereby certifies that no Default or Event of Default has occurred and is continuing, or would result from such
Proposed Conversion or from the application of the proceeds thereof.

(C) This Notice of Conversion may, upon execution, be delivered by facsimile or electronic mail, which shall be deemed for all
purposes to be an original signature.

Very truly yours,

SUN HYDRAULICS CORPORATION

By:                    
Tricia Fulton
Chief Financial Officer



Schedule 3.3

PATRIOT ACT INFORMATION

• Exact legal name and any former legal names of Borrower in the four (4) months prior to the Closing Date: Sun Hydraulics
Corporation

• State of incorporation or organization and the type of organization: Florida
corporation

• Jurisdictions in which Borrower is qualified to do business: Florida, Kansas and
Ohio

• Chief executive office, the principal place of business and the business phone
number:

Allen J. Carlson
Sun Hydraulics Corporation
1500 W. University Parkway
Sarasota, FL 34243
941-362-1200

• Organization identification number: J49665 (State of
Florida)

• Federal tax identification number: 59-
2754337



Schedule 3.6

LITIGATION

• List of litigation, investigation, bankruptcy or insolvency, injunction, order or claim affecting or relating to Borrower or any of its
Subsidiaries, any such Person’s properties or revenues, which is pending or, to the best knowledge of Borrower, overtly threatened
in writing by or against Borrower or any of its Subsidiaries or against any of its or their respective properties or revenues that has
not been settled, dismissed, vacated, discharged or terminated which, if adversely determined, could reasonably be expected to
have a Material Adverse Effect:

◦ IRS Audit 2004-2007, audit complete, one issue in Appeals, one issue in Competent
Authority

◦ IRS Audit 2008-2009, audit is underway, no issues identified at this
time

◦ Participating in the investigation related to an accident with a Qwik Tip garbage truck. Accident resulted in a death.
Borrower has not been named in the lawsuit.

• List any judgments which are outstanding and which could reasonably be expected to have a Material Adverse Effect:
None

• List (and provided detailed description) of all litigation pending against Borrower or any Subsidiary of Borrower as of the Closing
Date, which, if adversely determined, could reasonably be expected to have a Material Adverse Effect: None



Schedule 3.10

ENVIRONMENTAL ISSUES

• List all environmental reports related to any of Borrower’s or its Subsidiaries’ real
properties:

◦ 1500 W. University Parkway, Sarasota, FL 34243 Phase I, June 15,
2005

◦ 701 Tallevast Rd, Sarasota, FL 34243, Phase I, June 15,
2005

◦ 725 Tallevast Rd, Sarasota, FL 34243, Phase I, January 29,
2009

◦ 525 Tallevast Rd, Sarasota, FL 34243, Phase I, February 20,
2008

◦ 803 Tallevast Rd, Sarasota, FL 34243, Phase I, December 18,
1998

• Describe all environmental violations at such Properties as more specifically set forth in the forgoing reports:
None



Schedule 3.12

SUBSIDIARIES

Subsidiary
Jurisdiction of
Organization Owner

No. Shares of
Capital Stock

Percentage
Ownership

Sun Hydraulik Holdings
Limited UK Borrower  100%

Sun Hydraulics Limited UK
Sun Hydraulik

Holdings Limited  100%

Sun Hydraulik GmbH Germany
Sun Hydraulik

Holdings Limited N/A 100%
Sun Hydraulics Korea

Corporation Korea Borrower  100%
Sun Hydraulics, SARL France Borrower  100%

Sun Hydraulics China Co.
Ltd Chinese Borrower  100%



Schedule 3.16

INTELLECTUAL PROPERTY

• List of all material Intellectual Property owned by Borrower and its Subsidiaries or that Borrower or any of its Subsidiaries has the
right to use.

Patents:

 Patent No.  Title
1 7,467,642  Soft ventable relief valve
2 6,640,830  Pilot operated pressure valve
3 6,119,722  Pilot operated pressure valve
4 6,039,070  Pilot operated pressure valve

5 5,550,976  
Decentralized distributed asynchronous object oriented system and method for electronic data management,
storage, and communication

6 5,520,217  Directional valve
7 5,381,823  Hydraulic pressure control valve
8 4,834,135  Pressure control valve
9 4,742,846  Directing-acting, differential piston relief valve
10 4,714,293  Dust control fluids spray arm
11 4,630,640  Pressure compensated restrictive flow regulator cartridge
12 4,577,831  Calibrated handknob assembly

* Patents 8 - 12 are expired. 

Trademarks:

MARK
REG.NO./
APP.NO.

FILING
DATE

REG.
DATE GOODS/ SERVICES

NEXT
REQ’D
FILING REQUIRED ACTION

United States       
SUN HYDRAULICS
CORPORATION (and
design)

1,150,806/
(73/214,415) 5/7/1979 4/14/1981

7 - hydraulic valves for
machines 4/14/2021

Renew federal
registration

SUN HYDRAULICS
SYMBOLIBRARY (and
design in color)

2,272,854/
(75/318,738) 7/2/1997 8/24/1999

9 - computer software
programs for use and
manipulation of a
database of fluid power
function diagrams to
create fluid power
circuit drawings ABD’D N/A

Argentina       
SUN HYDRAULICS
CORPORATION (and
design)

2.362.675/
(2.898.332) 3/3/2009 4/27/2010 7 - entire class 4/27/2020

Renew Argentine
registration



Australia       

SUN HYDRAULICS
CORPORATION (and
design)

A536225/
(536225) 6/14/1990 6/14/1990

7 - hydraulic valves for
machines; parts and
fittings therefore
included in this class 6/14/2017

Renew Australian
registration

Brazil       

SUN HYDRAULICS
CORPORATION (and
design)

820508993/
(820508993) 1/22/1998 7/25/2000

7 (60) - hydraulic valves
for machines

b/t 7/26/09
and 7/25/10

Renew Brazilian
registration - filed 6/21/10

Renewal confirmed.

Canada       
SUN HYDRAULICS
CORPORATION (and
design)

TMA272,801/
(479,113) 12/2/1981 10/15/1982

Hydraulic valves, parts
and fittings for
machinery 10/15/2012

Renew Canadian
registration

Chile       

SUN HYDRAULICS
CORPORATION (and
design)

845.278
(renewal of
523.431)/
(406.926) 2/26/1998 10/5/1998

7 - hydraulic valves for
machines 10/5/2018

Renew Chilean
registration

China       

SUN (and design)
1486663/

(9900078628) 7/8/1999 12/7/2000

7 - hydraulic valves
(parts of machines),
hydraulic manifolds,
parts and fittings of the
hydraulic valves, and
parts and fittings of the
hydraulic manifolds

b/t 6/7/20 and
12/6/20

Renew Chinese
registration

SUN HYDRAULICS (and
design)

1309225/
(9800016989) 3/2/1998 8/28/1999

7 - hydraulic valves for
machines

b/t 2/28/19
and 8/27/19

Renew Chinese
registration

SUN HYDRAULICS (and
design)

1510764/
(9900078629) 7/8/1999 1/21/2001

7 - hydraulic valves
(parts of machines),
hydraulic manifolds,
parts and fittings of the
hydraulic valves, and
parts and fittings of the
hydraulic manifolds

b/t 7/21/20
and 1/20/21

Renew Chinese
registration

EU       

SUN (and design)
003139524

(003139524) 4/17/2003 7/6/2004

7 - hydraulic valves,
manifolds, and parts and
fittings therefor 4/17/2013 Renew CTM registration

SUN HYDRAULICS (and
design)

003139912
(003139912) 4/17/2003 3/16/2005

7 - hydraulic valves,
manifolds, and parts and
fittings therefor 4/17/2013 Renew CTM registration

France       

SUN HYDRAULICS
CORPORATION (and
design)

1.174.835/
(602365)

1.677.852/
(296859)

7/10/81

7/9/91

7/10/81

7/9/91

7 - machines and
machine tools, motors,
and their parts;
hydraulic valves for
machines. 7/9/2011

Renew French
registration - instructed to
renew 3/16/11

Germany       
SUN HYDRAULICS
CORPORATION (and
design)

1 035 016
(S 36492/7

Wz) 7/20/1981 6/30/1982
7 - hydraulic valves for
machines 7/31/2011

Renew German
registration - instructed to
renew 3/16/11

SUN HYDRAULIK (and
design)

2 024 847
(S 52987/7

Wz) 9/4/1991 11/19/1992

7, 9 - hydraulic valves
for machines (and other
unspecified goods) 9/30/2011

Renew German
registration - instructed to
renew 3/16/11

India       
SUN HYDRAULICS
CORPORATION (and
design)

788830
(788830) 1/23/1998 1/23/1998

7 - hydraulic valves for
machines 1/23/2018 Renew Indian registration

Italy       



SUN HYDRAULICS
CORPORATION (and
design)

395 848
(20814 C/81) 8/4/1981 1/27/1986

7 - hydraulic valves for
machines 8/4/2011

Renew Italian registration
- instructed to renew on
6/7/11

Japan       

SUN (and design)
2712977

(25461/1985) 3/14/1985 3/29/1996

7 - hydraulic valves for
machines, and other
valves

b/t 9/30/15
and 3/29/16

Renew Japanese
registration

Korea       

SUN (and design)

484053/
(40‑1999-
0024243) 7/6/1999 12/22/2000

7 - hydraulic valves,
manifolds, hydraulics
valves parts and fittings,
manifolds parts and
fittings

b/t 12/21/19
and 12/20/20

Renew Korean
registration

SUN HYDRAULICS (and
design)

473755/
(40‑1999-
0024247) 7/6/1999 7/20/2000

7 - hydraulic valves,
manifolds, hydraulics
valves parts and fittings,
manifolds parts and
fittings

b/t 7/21/19
and 7/20/20

Renew Korean
registration

SUN HYDRAULICS
CORPORATION (and
design)

    84110/
(81‑6374) 7/18/1981 9/25/1982

7 - valves, hydraulic
valves, pressure valves,
clack valves, and
annular valves

b/t 9/26/11
and 9/25/12

Renew Korean
registration

SUN HYDRAULICS
CORPORATION (and
design)

84110/
(70‑1999‑253) 7/6/1999 5/26/2001

7 - hydraulic manifolds
(machine parts for other
than vehicles)

b/t 9/26/11
and 9/25/12

Renew Korean
registration

Mexico       
SUN HYDRAULICS
CORPORATION (and
design)

    276314/
(198338) 3/26/1982 6/24/1982

23 - hydraulic valves,
parts and fittings for
machinery 3/26/2012

Renew Mexican
registration

Peru       
SUN HYDRAULICS
CORPORATION (and
design)

     45676/
(055810) 1/23/1998 5/7/1998

7 - hydraulic valves for
machines 5/7/2018

Renew Peruvian
registration

Spain       
SUN HYDRAULICS
CORPORATION (and
design)

979.734/
(979.734) 7/7/1981 9/30/1983

7 - hydraulic valves for
machines 7/7/2011

Renew Spanish
registration - instructed to
renew 3/17/11

Sweden       
SUN HYDRAULICS (and
design)

185 698/
(81‑3558) 7/7/1981 3/11/1983

7 - hydraulic valves for
machines 3/11/2013

Renew Swedish
registration

Switzerland       
SUN HYDRAULICS
CORPORATION (and
design)

      313 932/
(4500) 8/24/1981 4/24/1982

7 - hydraulic valves for
machines 8/24/2011

Renew Swiss registration
- instructed to renew
3/22/11

United Kingdom       

SUN HYDRAULICS (and
design)

1358194/
(1358194) 9/19/1988 12/7/1990

7 - hydraulically
operated machines;
hydraulic valves; parts
and fittings for all the
aforesaid goods; all
included in Class 7 9/19/2015 Renew U.K. registration

SUN HYDRAULICS (and
design)

 B1,157,155/
(1157155) 7/7/1981 1/16/1985

7 - hydraulic operated
machines, hydraulic
valves and parts and
fittings for all the
aforesaid goods, all
included in Class 7 7/7/2012 Renew U.K. registration



Schedule 3.19(a)

LOCATION OF REAL PROPERTY

• List of the Properties of Borrower and its Subsidiaries with street address, county and state where located as of the Closing
Date:

Sun Hydraulics Corporation
1500 West University Parkway Sarasota FL 34243
701 Tallevast Road Sarasota FL 34243
725 Tallevast Road Sarasota FL 34243
507 Tallevast Road Sarasota FL 34243
803 Tallevast Road Lots (7,8,9 & 10) Sarasota FL 34243
1155, 1165 & 1175 Commerce Blvd Sarasota FL 34243
10645 Lackman Road Lenexa KS 66061

Sun UK
Wheeler Road, Coventry CV3 4LA, West Midlands UK
Sun France
Merignac Innolin 5, Rue Du Golf, 33700 Merignac France
Sun Germany
Bruesseler Allee2, D-41812, Erkelenz Germany
Sun Korea
97B 13L Namdong Industrial Complex, 664-12 Gojan Dong, Namdong GU, Ichon 405-310 Korea

 



Schedule 3.19(b)

LOCATION OF COLLATERAL

• List of all locations where any tangible personal property of Borrower and its Subsidiaries is located, including county and state
where located as of the Closing Date:

Sun Hydraulics Corporation
1500 West University Parkway Sarasota FL 34243
701 Tallevast Road Sarasota FL 34243
725 Tallevast Road Sarasota FL 34243
507 Tallevast Road Sarasota FL 34243
803 Tallevast Road Lots (7,8,9 & 10) Sarasota FL 34243
1155, 1165 & 1175 Commerce Blvd Sarasota FL 34243
10645 Lackman Road Lenexa KS 66061



Schedule 3.19(c)

CHIEF EXECUTIVE OFFICES / PRINCIPAL PLACE OF BUSINESS

• List of chief executive offices and principal place of business of Borrower and its Subsidiaries as of the Closing
Date:

Sun Hydraulics Corporation
1500 West University Parkway Sarasota FL 34243
701 Tallevast Road Sarasota FL 34243
725 Tallevast Road Sarasota FL 34243
507 Tallevast Road Sarasota FL 34243
803 Tallevast Road Lots (7,8,9 & 10) Sarasota FL 34243
1155, 1165 & 1175 Commerce Blvd Sarasota FL 34243
10645 Lackman Road Lenexa KS 66061
Sun UK
Wheeler Road, Coventry CV3 4LA, West Midlands UK  
Sun France
Merignac Innolin 5, Rue Du Golf, 33700 Merignac France  
Sun Germany
Bruesseler Allee2, D-41812, Erkelenz Germany  
Sun Korea
97B 13L Namdong Industrial Complex, 664-12 Gojan Dong, Namdong GU, Ichon 405-310 Korea  



Schedule 3.21

LABOR MATTERS

None



Schedule 3.23

MATERIAL CONTRACTS

• List of all Material Contracts of Borrower and its Subsidiaries in effect as of the Closing
Date:

10.1   
Form of Indemnification Agreement (filed as Exhibit 10.4 in the Pre-Effective Amendment No. 4 to the Borrower’s
Registration Statement on Form S-1 filed on December 19, 1996 (File No. 333-14183)).

  

10.2   
Form of Distributor Agreement (Domestic) (filed as Exhibit 10.1 in the Borrower’s Registration Statement on Form S-1 filed
on October 15, 1996 (File No. 333-14183)).

  

10.3   
Form of Distributor Agreement (International) (filed as Exhibit 10.2 in the Borrower’s Registration Statement on Form S-1
filed on October 15, 1996 (File No. 333-14183)).

  

10.4  
Credit and Security Agreement dated August 11, 2005, between Borrower’s and Fifth Third Bank (filed as Exhibit 4.1 to the
Borrower’s Quarterly Report on Form 10-Q for the quarter ended October 1, 2005).

  

10.5   

Renewal and Future Advance Revolving Line of Credit Promissory Note dated August 11, 2005, between the Borrower and
Fifth Third Bank (filed as Exhibit 4.2 to the Borrower’s Quarterly Report on Form 10-Q for the quarter ended October 1,
2005).

  

10.6   
Renewed, Amended and Restated Mortgage and Security Agreement dated August 11, 2005, between the Borrower and Fifth
Third Bank (filed as Exhibit 4.3 to the Borrower’s Quarterly Report on Form 10-Q for the quarter ended October 1, 2005).

  

10.7   
1996 Sun Hydraulics Corporation Stock Option Plan (filed as Exhibit 10.3 in the Pre-Effective Amendment No. 4 to the
Borrower’s Registration Statement on Form S-1 filed on December 19, 1996 (File No. 333-14183)).

  

10.8   
Amendment No. 1 to 1996 Stock Option Plan (filed as Exhibit 10.4 to the Borrower’s Quarterly Report on Form 10-Q for the
quarter ended June 30, 1997).

  

10.9   
Forms of agreement for grants under the Sun Hydraulics Corporation 1996 Stock Option Plan (filed as Exhibit 10.12 to the
Borrower’s Quarterly Report on Form 10-Q for the quarter ended September 25, 2004).

  

10.10   
Sun Hydraulics Corporation 2006 Stock Option Plan (filed as Exhibit 99.2 to the Borrower’s Form 8-K filed on September 14,
2006).

  

10.11   
Sun Hydraulics Corporation Employee Stock Award Program (filed as Exhibit 4 to the Borrower’s registration statement on
Form S-8 filed on July 20, 1999).

  

10.12   
2001 Sun Hydraulics Corporation Restricted Stock Plan (filed as Exhibit 4 to the Borrower’s registration statement on Form
S-8 filed on June 12, 2001 (file No. 333-62816)).

  

10.13   
Form of agreement for grants of restricted shares under the Sun Hydraulics Corporation Restricted Stock Plan (filed as
Exhibit 10.14 to the Borrower’s Annual Report on Form 10-K for the year ended January 2, 2010).

  

10.14   Sun Hydraulics Corporation Employee Stock Purchase Plan.

  

10.15   

Sun Hydraulics Corporation 2004 Nonemployee Director Equity and Deferred Compensation Plan (As Amended and Restated
Effective March 1, 2008) (filed as Appendix A to the Borrower’s Proxy Statement for the 2008 Annual Meeting of
Shareholders filed with the Commission on April 25, 2008).

  
10.16   Form of Performance Share Agreement (filed as Exhibit 99.1 to the Borrower’s Form 8-K filed on December 16, 2004).
  

10.17   
The Sun Hydraulics Corporation 401(k) and ESOP Retirement Plan dated December 12, 2007 (filed as Exhibit 10.17 to the
Borrower’s Form 10-K filed on March 11, 2009).

  



10.18   Amendments to Sun Hydraulics Corporation 401(K) and ESOP Retirement Plan.
  

10.19   
Sun Hydraulics Limited Share Incentive Plan (filed as Exhibit 4 to the Borrower’s Registration Statement on Form S-8 filed
on March 27, 2009 (File Number 333158245)).

  

10.20   
Peter Robson Employment Agreement dated April 22, 1981 (filed as Exhibit 10.1+ to the Borrower’s Quarterly Report on
Form 10-Q filed on May 6, 2009).

  

10.21   
Executive Continuity Agreement, dated December 7, 2009, between Sun Hydraulics Corporation and Allen J. Carlson (filed
as Exhibit 99.1 to the Borrower’s Form 8-K filed on December 11, 2009).

  

10.22   
Executive Continuity Agreement, dated December 7,2009, between Sun Hydraulics Corporation and Tricia L. Fulton (filed as
Exhibit 99.2 to the Borrower’s Form 8-K filed on December 11, 2009).

  

10.23   
Securities Purchase Agreement between Sun Hydraulics Corporation and High Country Tek, Inc., dated November 30, 2007
(filed as Exhibit 99.1 in the Borrower’s Form 8-K filed on November 30, 2007).



Schedule 4.1-1

FORM OF
SECRETARY’S CERTIFICATE

(See Attached Certificate)



CERTIFICATE OF SECRETARY
OF

SUN HYDRAULICS CORPORATION

August 1, 2011

This secretary’s certificate is delivered pursuant to the Amended and Restated Credit and Security Agreement, dated as of the date hereof
(as the same may be amended, modified, supplemented or restated, the “Loan Agreement”) among SUN HYDRAULICS CORPORATION
(the “Company”), and FIFTH THIRD BANK (the “Bank”). Unless otherwise defined herein, terms defined in the Loan Agreement and
used herein shall have the meanings given to them in the Loan Agreement.

The undersigned does hereby certify that he/she is the duly elected, qualified and acting Secretary of the Company and that as such, is
familiar with the facts here certified and is authorized to certify the same and does hereby certify to the Bank that:

1.    Attached hereto as Exhibit A is a true, complete and correct copy of the Articles of Incorporation of the Company and all amendments
thereto, which are in full force and effect on and as of the date hereof and which have not been further amended or modified or repealed.

2.    Attached hereto as Exhibit B is a true, complete and correct copy of the Bylaws of the Company as in full force and effect on and as of
the date hereof.

3.    Attached hereto as Exhibit C is a true, complete and correct copy of resolutions duly and validly adopted by the Board of Directors of
the Company authorizing the Company to execute and deliver the Loan Documents to which it is a party and to enter into the transactions
contemplated by such Loan Documents. Such resolutions are in full force and effect on the date hereof without amendment, modification
or revocation.

4.    Each of the following named individuals is a duly appointed, qualified and acting officer of the Company, holds the respective
positions set forth opposite their respective names, and each of such individuals are qualified to act in such capacities (i) to sign the Loan
Documents and any other documents, agreements or instruments contemplated by the Loan Documents on behalf of the Company, and (ii)
to act as its representative for purposes of signing documents and giving notices and other communications in connection with the Loan
Documents and any other documents, agreements or instruments contemplated by the Loan Documents. The following signature written
opposite each such individual’s name is such individual’s genuine signature:

[continued on next page]



NAME TITLE SIGNATURE
Allen Carlson Director/Chief Executive Officer  
Tricia Fulton Chief Financial Officer  

5.    That there is no provision in the Articles of Incorporation or the Bylaws of the Corporation limiting the power of the Board of
Directors to pass the attached resolutions, and that the same are in conformity with the provisions of said Articles of Incorporation and the
Bylaws; and that the corporate seal impressed hereon is the true corporate seal of the Corporation.

[SIGNATURE PAGE FOLLOWS]



IN WITNESS WHEREOF, the undersigned has executed and delivered this certificate as of the date first set forth above.

                            
Gregory C. Yadley, Secretary

(Corporate Seal)

The undersigned, Tricia Fulton, the Chief Financial Officer of the Company, hereby certifies that Gregory C. Yadley is the duly
elected, qualified and acting Secretary of the Company and that his signature set forth above is his genuine signature.

IN WITNESS WHEREOF, the undersigned has executed this Certificate as of the date first set forth above.

                            
Tricia Fulton, Chief Financial Officer

    



Schedule 4.1-2

FORM OF
SOLVENCY CERTIFICATE

The undersigned Chief Financial Officer of SUN HYDRAULICS CORPORATION, a Florida corporation (the “Company”), is
familiar with the properties, businesses, assets and liabilities of the Company and is duly authorized to execute this certificate on behalf of
the Company.

Reference is made to that certain Amended and Restated Credit and Security Agreement dated as of August 1, 2011 (as the same
may be amended, restated or otherwise modified, the “Credit Agreement”) by and between the Company and Fifth Third Bank (the
“Bank”). All capitalized terms used and not defined herein have the meanings stated in the Credit Agreement.
 

1.    The undersigned acknowledges that the Bank is relying on the truth and accuracy of this Certificate in connection with
providing the Facilities and other Extensions of Credit under the Credit Agreement.

2.    The undersigned certifies that the financial information, projections and assumptions which underlie and form the basis for the
representations made in this Certificate were reasonable when made and were made in good faith.

3.    The undersigned certifies that she has made or performed, or officers of the Company under the direction and supervision of
the undersigned have made or performed, the following investigation, inquiries and procedures as of the date hereof, which the
undersigned deems necessary and prudent for the purpose of providing this Certificate: (a) review of the financial statements and
projections referred to in Section 3.1 of the Credit Agreement, the Credit Agreement and the Credit Documents and the respective
Schedules and Exhibits thereto, and (b) inquiry of certain officials of the Company who have responsibility for legal, financial and
accounting matters as to the existence and estimated liability with respect to all liabilities known to them and the amounts relating thereto
were the estimated amount of liability reasonably likely to result therefrom as of the date hereof. This Certificate is given solely in the
capacity of the undersigned as an officer of the Company and not in the individual capacity of the undersigned.

BASED ON THE FOREGOING, the undersigned certifies that, as of the Closing Date, both before and after giving effect to the
Facilities and other Extensions of Credit:

A.    The Company is solvent and is able to pay its debts and other liabilities, contingent obligations and other
commitments as they mature in the normal course of business

B.    After giving effect to the Transactions, the Company has not incurred, or believes that it will not incur, debts beyond
its ability to pay such debts as they become due.

C.    Before and after giving effect to the Transactions, the Company does not have unreasonably small capital in relation
to the business in which it is or proposes to be engaged.

D.    The fair saleable value of the Company’s assets, measured on a going concern basis, exceeds all probable liabilities,
including those to be incurred pursuant to the Credit Agreement.

E.    In executing the Credit Documents and consummating the Transactions, the Company does not intend to hinder, delay
or defraud either present or future creditors or other Persons to which the Compan y is or will become indebted.

IN WITNESS WHEREOF, the undersigned has executed this Certificate as of this 1st day of August, 2011, in her capacity as the
Chief Financial Officer of the Company.

SUN HYDRAULICS CORPORATION

By: _____________________________
Tricia Fulton



Schedule 4.2(b)

FORM OF ACCORDION NOTE

REVOLVING LINE OF CREDIT NOTE
(Accordion Facility)

$__________________    As of _________, 201_

FOR VALUE RECEIVED, SUN HYDRAULICS CORPORATION , a Florida corporation, as maker, having an address of
1500 West University Parkway, Sarasota, Florida 34243 (“Borrower”), hereby unconditionally promises to pay to the order of FIFTH
THIRD BANK, an Ohio banking corporation, having its principal place of business at 201 East Kennedy Boulevard, Suite 1800, Tampa,
Florida 33602 (“Lender”), or at such other place as the holder hereof may from time to time designate in writing, the principal sum of
TWENTY MILLION AND 00/100THS DOLLARS ($20,000,000.00), or such sums as may be advanced and outstanding from time to
time pursuant to the Credit Agreement (defined below), in lawful money of the United States of America, with interest thereon as herein
provided, to be paid as provided herein.

This Revolving Line of Credit Note (Accordion Facility) (this “Note”) evidences a line of credit facility made on a revolving credit
basis pursuant to that certain “Amended and Restated Credit and Security Agreement” dated as of June __, 2011 to which Borrower and
Lender are parties (such Amended and Restated Credit and Security Agreement as originally executed and as same may be amended and
modified from time to time being herein referred to as the “Credit Agreement”). The principal amount of this Note is to be advanced
and/or repaid pursuant to the terms of Credit Agreement. Pursuant to the terms and provisions of the Credit Agreement, Borrower may
borrow, repay such borrowings or portions thereof, and reborrow; provided, however, the total principal amount outstanding under this
Note at any one time shall never exceed _____________ and No/100 Dollars ($_____________.00).
1. CERTAIN DEFINED

TERMS
(a) Capitalized terms utilized herein which are not defined herein but which are defined in the Credit Agreement shall

have the meanings ascribed to such terms in the Credit Agreement.
2. PAYMENT

TERMS

Principal and interest on this Note shall be due and payable as follows:

(a) The principal amount of this Note from time to time advanced and outstanding shall bear interest at the Applicable
Interest Rate in effect from time to time.
(b) Borrower shall pay all accrued and unpaid interest to Lender, commencing on the first applicable Payment Date after

the initial Advance hereunder and continuing on each Payment Date thereafter through and including the month in which the Maturity Date
occurs.

(c) Each payment from Borrower shall be applied as provided in the Credit Agreement.



(d) Lender will invoice Borrower, on a monthly basis, for interest and/or principal due by Borrower to Lender under this
Note, and should Borrower fail to pay any such interest and/or principal due on any Payment Date, Lender, at its option and in its sole
discretion, may debit any of Borrower’s accounts with Lender for the amount of such interest and/or principal due on such Monthly
Payment Date.

(e) The entire outstanding balance of the principal sum and all accrued but unpaid interest thereon and all of Borrower’s
Obligations with respect to the Accordion Facility shall be due and payable from Borrower hereunder in full on the Maturity Date.

(f) Interest shall be computed as provided in the Credit Agreement. Interest so computed shall accrue for each and every
day on which any indebtedness remains outstanding hereunder.

(g) Remittances in an amount less than the required amount due under this Note on any Payment Date shall not, regardless
of any receipt or credit issued therefor, constitute payment until the required amount is actually received by Lender in funds immediately
available at the place where this Note is payable (or any other place as Lender, in Lender’s sole discretion, may have established by delivery
of written notice thereof to Borrower) and shall be made and accepted subject to the condition that any check or draft may be handled for
collection in accordance with the practice of the collecting bank or banks.

3. DEFAULT AND
ACCELERATION

Upon the occurrence of an Event of Default, the (a) whole of the principal sum of this Note from time to time outstanding, (b)
interest, default interest, late charges and any and all other sums, as provided in this Note or the other Credit Documents and (c) all other
Borrower Obligations shall, without notice in the case of the occurrence of an Event of Default which is a Bankruptcy Default, or with
notice in the case of the occurrence of an Event of Default which is not a Bankruptcy Default, become immediately due and payable at the
option of Lender.

4. DEFAULT
INTEREST

Borrower hereby agrees that upon the occurrence of an Event of Default, Lender shall be entitled to receive and Borrower shall
pay interest on the entire unpaid principal sum of this Note at the Default Rate. The Default Rate shall be computed from the occurrence of
the Event of Default until the earlier of the date upon which the Event of Default is cured or the date upon which the Borrower’s
Obligations are paid in full. Interest accrued at the Default Rate shall be added to the Borrower’s Obligations relating to the Accordion
Facility and shall be secured by the Security Documents. This clause, however, shall not be construed as an agreement or privilege to
extend any Payment Date, or as a waiver of any other right or remedy accruing to Lender by reason of the occurrence of any Event of
Default.

5. PREPAYMENT

The indebtedness evidenced by this Note may be prepaid in whole or in part at any time and from time to time, without penalty.
6. SECURITY

This Note is secured by the Security Documents.



7. SAVINGS
CLAUSE

This Note is subject to the express condition that at no time shall Borrower be obligated or required to pay interest on the principal
balance due hereunder at a rate which could subject Lender to either civil or criminal liability as a result of such rate being in excess of the
maximum interest rate which Borrower is permitted by applicable law to contract or agree to pay. If by the terms of this Note, Borrower is
at any time required or obligated to pay interest on the principal balance due hereunder at a rate in excess of such maximum rate, the
Applicable Interest Rate or the Default Rate, as the case may be, shall be deemed to be immediately reduced to such maximum rate and all
previous payments in excess of the maximum rate shall be deemed to have been payments in reduction of principal and not on account of
the interest due hereunder. All sums paid or agreed to be paid to Lender for the use, forbearance, or detention of the Accordion Advances,
shall, to the extent permitted by applicable law, be amortized, prorated, allocated, and spread through the full stated term of this Note until
payment in full so that the rate or amount of interest on account of the Accordion Advances does not exceed the maximum lawful rate of
interest from time to time in effect and applicable to the Accordion Advances for so long as the Accordion Advances are outstanding.

8. LATE
CHARGE

Time is of the essence of all provisions of this Note. If any sum payable under this Note is not paid prior to the twentieth (20th) day
after the date on which it is due, Borrower shall pay to Lender upon demand an amount equal to the lesser of (a) five percent (5%) of the
unpaid sum or (b) the maximum amount permitted by applicable law to defray the expenses incurred by Lender in handling and processing
the delinquent payment and to compensate Lender for the loss of the use of the delinquent payment and the amount shall be secured by the
Security Documents. This provision shall not be deemed to create a grace period for making payments under this Note and shall not
preclude Lender from exercising Lender’s rights under Section 3 of this Note.

9. NO ORAL
CHANGE

This Note may not be modified, amended, waived, extended, changed, discharged or terminated orally or by any act or failure to
act on the part of Borrower or Lender, but only by an agreement in writing signed by the party against whom enforcement of any
modification, amendment, waiver, extension, change, discharge or termination is sought.

10. WAIVERS

Borrower and all others who may become liable for the payment of all or any part of the Debt do hereby severally waive
presentment and demand for payment, notice of dishonor, protest and notice of protest and non-payment and all other notices of any kind,
except for notices specifically provided for in the Credit Documents, and no release of any security for the Accordion Facility or extension
of time for payment of this Note or any installment hereof, and no alteration, amendment or waiver of any provision of this Note or the
other Credit Documents made by agreement between Lender or any other person or party shall release, modify, amend, waive, extend,
change, discharge, terminate or affect the liability of Borrower and any other person or entity who may become liable for the payment of all
or any part of the Borrower’s Obligations. No notice to or demand on Borrower shall be deemed to be a waiver of the obligation of
Borrower or of the right of Lender to take further action without further notice or demand as provided for in this Note or the other Credit
Documents. In addition, acceptance by Lender of any payment in an amount less than the amount then due shall be deemed an



acceptance on account only, and the failure to pay the entire amount then due shall be and continue to be an Event of Default. If Borrower is
a corporation, limited liability company or partnership, the agreements contained herein shall remain in full force and effect and applicable
notwithstanding any changes in the shareholders or members or partners comprising, or the officers and directors or managers or general
partners relating to, the corporation, limited liability company or partnership, and the term “Borrower” as used herein, shall include any
alternative or successor corporation, partnership or limited liability company, but no predecessor corporation or limited liability company or
partnership shall be relieved of liability hereunder. (Nothing in the foregoing sentence shall be construed as consent to, or a waiver of, any
prohibition or restriction on transfers of interests in any partnership, corporation or limited liability company which may be set forth in any
of the Credit Documents).

11. RIGHT OF
SETOFF.

To the extent permitted by applicable law, Lender reserves a right of setoff in all Borrower’s accounts with Lender (whether
checking, savings, or some other account). This includes all accounts Borrower holds jointly with someone else and all accounts Borrower
may open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be
prohibited by law. Borrower authorizes Lender, to the extent permitted by applicable law and the Credit Agreement, if an Event of Default
shall have occurred and be continuing, to charge or setoff all sums owing on the debt against any and all such accounts, and at Lender’s
option, to administratively freeze all such accounts to allow Lender to protect Lender’s charge and setoff rights provided in this Section.

12. TRANSFER

Lender shall have the absolute right to sell, assign and transfer this Note and all of Lender’s rights hereunder and under any or all
of the Credit Documents as provided in the Credit Agreement.

13. WAIVER OF TRIAL BY
JURY

BORROWER AND LENDER HEREBY WAIVE, TO THE FULLEST EXTENT PERMITTED BY LAW, THE RIGHT
TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER IN CONTRACT, TORT OR
OTHERWISE, RELATING DIRECTLY OR INDIRECTLY TO THE ACCORDION FACILITY, THE APPLICATION FOR
THE FACILITIES, THIS NOTE OR THE OTHER CREDIT DOCUMENTS OR ANY ACTS OR OMISSIONS OF LENDER, ITS
OFFICERS, EMPLOYEES, DIRECTORS, MEMBERS, MANAGERS OR AGENTS IN CONNECTION THEREWITH.

14. AUTHORITY

Borrower represents that it has full power, authority and legal right to execute and deliver this Note, the Credit Agreement and the
other Credit Documents and that this Note, the Credit Agreement and the other Credit Documents constitute valid and binding obligations
of Borrower, enforceable against Borrower in accordance with their respective terms.

 
15. APPLICABLE

LAW

This Note shall be governed, construed, applied and enforced in accordance with the laws of the State of Florida and the applicable
laws of the United States of America.



16. COUNSEL
FEES

In the event that it should become necessary to employ counsel to collect or enforce the Borrower’s Obligations or to protect or
foreclose any security therefor, hereunder or under any of the other Credit Documents, Borrower also agrees to pay all reasonable fees and
expenses of Lender, including, without limitation, reasonable attorney’s fees actually incurred for the services of such counsel, whether or
not suit be brought.

17. NOTICES
Any demand, notice or other communication herein or in any of the Credit Documents required or permitted to be given in writing

shall be deemed sufficiently given when given in compliance with the Credit Agreement.

18. MISCELLANEOUS
(a) Wherever pursuant to this Note (i) Lender exercises any right given to it to approve or disapprove, (ii) any arrangement

or term is to be satisfactory to Lender, or (iii) any other decision or determination is to be made by Lender, the decision of Lender to
approve or disapprove, all decisions that arrangements or terms are satisfactory or not satisfactory and all other decisions and
determinations made by Lender, shall be in the discretion of Lender reasonably exercised and shall be final and conclusive, except as may
be otherwise expressly and specifically provided herein.

(b) Whenever used, the singular shall include the plural, the plural shall include the singular, and the words “Lender” and
“Borrower” shall include their respective successors, assigns and legal representatives.

[Remainder of Page Intentionally Blank.]



IN WITNESS WHEREOF, the Borrower has duly executed and delivered this Note, under seal, as of the day and year first above
written.

BORROWER:

SUN HYDRAULICS CORPORATION, a
Florida corporation

By:______________________________________
Tricia Fulton, its Chief Financial Officer

(Corporate Seal)



Schedule 4.2(b)

FORM OF SECURITY AGREEMENT

SECURITY AGREEMENT

THIS SECURITY AGREEMENT (this “Agreement”), dated as of the ___ day of ___________, 201_ (the “Effective Date”), is made
and entered into by SUN HYDRAULICS CORPORATION, a Florida corporation (“Company”), having a mailing address of 1500 West
University Parkway, Sarasota, Florida 34243, as debtor, in favor of FIFTH THIRD BANK, an Ohio banking corporation (“Lender”),
having its principal place of business at 201 East Kennedy Boulevard, Suite 1800, Tampa, Florida 33602, as secured party, witnesseth:

RECITALS

Pursuant to the terms of that certain Amended and Restated Credit and Security Agreement by and between the Company and Lender
dated as of June __, 2011 (such Amended and Restated Credit and Security Agreement and all amendments, modifications, extensions and
renewals thereof being herein called the “Credit Agreement”), Lender has agreed to extend a revolving credit facility to the Company in the
maximum principal amount of up to $20,000,000.00 (hereinafter referred to as the “Accordion Facility”), same being evidenced by the
Accordion Note.

All capitalized terms not specifically defined herein shall have the meaning ascribed to such terms in the Credit Agreement. If a
capitalized term is not defined in this Agreement or in the Credit Agreement, but is defined in the Uniform Commercial Code, as in effect in
the State of Florida (the “UCC”), such terms shall have the meaning ascribed to such terms in the UCC.

Company has requested that the Accordion Facility be Activated. As security for the debts, liabilities and obligations related to the
Accordion Facility now or hereafter evidenced by the Accordion Note and/or the Credit Agreement and to induce Lender to make
Advances under the Accordion Facility, Company has agreed to grant and convey to Lender a continuing first security interest in the
Collateral (as hereinafter defined).

NOW, THEREFORE, for Ten ($10.00) Dollars and other good and valuable consideration in hand paid to the Company, the receipt
and sufficiency of which is hereby acknowledged by the Company and in order to secure the prompt payment and performance of (i) all
indebtedness, liabilities, and obligations of Company related to the Accordion Facility to Lender of any nature whatsoever (whether now
existing or hereafter arising) under or in connection with the Accordion Note and/or the Credit Agreement, and any, renewals, extensions,
restatements, modifications and amendments thereof and (ii) all present and future indebtedness, liabilities and obligations of Company to
Lender under this Agreement (all of the foregoing items (i) and (ii) being referred to collectively as the “Liabilities”) and the performance
by the Company of all of the terms, conditions, and provisions of this Agreement and of any other document previously, simultaneously, or
hereafter executed and delivered by the Company in connection with any of the Liabilities and the performance by the Company of its
obligations under the Accordion Note and/or the Credit Agreement (the Accordion Note, the Credit Agreement and all other documents
from time to time entered into by the Company in connection with the Accordion Facility being herein called the “Accordion Documents”),
the Company agrees with Lender as follows:

1. Collateral. To secure the payment and performance of the Liabilities and the



Company’s performance of its obligations under the Accordion Documents, Company hereby grants and conveys to Lender a first in
priority continuing security interest in, and security title in and to and a lien on, all of the Company’s rights, title and interest in and to all
Domestic Business Assets. Without limitation of the foregoing, the Collateral pledged by this Agreement specifically includes, without
limitation, the Company’s rights, title and interest, whether now owned or hereafter acquired, in the following, to the extent that such
property constitutes Domestic Business Assets of Company:

A. Cash and Cash Equivalents;
B. Patents and Patent Licenses;
C. Trademarks and Trademark Licenses;
D. Inventory;
E. Accounts;
F. General Intangibles;
G. Chattel Paper;
H. Instruments;
I. Deposit Accounts;
J. Documents;
K. Goods;
L. Investment Property;
M. Letters of Credit and Letter-of-Credit Rights;
N. Supporting Obligations;
O. Equipment; and

all accessions to, all proceeds and products of and all substitutions and replacements for any of the foregoing, but excluding real property
and real property improvements.

2. Title to Collateral. The Company warrants and represents that (i) it is the lawful owner of the Collateral, and has the
full right, power, and authority to convey, transfer, and grant the security title and security interest in the Collateral granted herein to
Lender; (ii) the Collateral is not, and so long as this Agreement is in effect, will not be, subject to any liens, claims, security interests,
encumbrances, taxes, or assessments, however described or denominated other than Permitted Liens, Liens in favor of Lender and Liens
otherwise expressly consented to by Lender in writing; (iii) no financing statement, mortgage, notice of lien, deed of trust, deed to secure
debt, security agreement, or any other agreement or instrument creating an encumbrance, lien, or charge against any of the Collateral is in
existence or on file in any public office, other than financing statements (or other appropriate security documentation) filed on behalf of
Lender naming Lender as secured party or related to Permitted Liens; and (iv) all information with respect to the Collateral and the
Liabilities, or any of them, set forth in any written schedule, certificate, or other document at any



time heretofore or hereafter furnished by the Company to Lender, and all other written information heretofore or hereafter furnished by the
Company to Lender, is and will be true and correct in all material respects as of the date furnished.

3. Further Assurances . The Company will defend its rights, title and interest in and to the Collateral against all persons and will,
upon request of Lender (a) furnish such further assurances of title as may be reasonably required by Lender, (b) deliver and execute or
cause to be delivered and executed, in form and content reasonably satisfactory to Lender, any financing statements, control agreements,
notices, and other documents and pay the cost of filing or recording the same in all public offices reasonably deemed necessary by Lender,
as well as any recordation, documentary, or transfer tax required by law to be paid in connection with such filing or recording, and (c) do
such other acts as Lender may reasonably request in order to perfect, preserve, maintain, or continue the perfection of the Lender’s security
interest in the Collateral and its priority. The Company hereby authorizes Lender, at Lender’s option, to file from time to time, without the
execution by or further consent of the Company, such financing statements and amendments, continuations and addendums thereto as
Lender may reasonably deem appropriate to perfect, preserve, maintain or continue the perfection of the Lender’s security interest in all or
any portion of the Collateral.

4. Accounts. Etc. Until the occurrence of an Event of Default (as hereinafter defined), the Company will, at its own expense,
diligently collect, in the ordinary course consistent with past practice as and when due, all amounts owing under the Accounts, including the
taking of such action with respect to such collection consistent with prudent business practices; provided, however, without limiting the
requirements of the Credit Agreement, until an Event of Default (as hereinafter defined) shall occur, the Company may use or consume in
the normal and ordinary course of its business any such collections on the Accounts in any lawful manner but only provided that such use
and consumption is not inconsistent with this Agreement or the Credit Agreement. Without limiting any other rights or remedies of Lender,
Lender may, after an Event of Default shall occur and upon notice to the Company, revoke any such power and authority and notify any
parties obligated on any of the Accounts to make payment to Lender of any amounts due or to become due thereunder, and enforce
collection or performance under any of the Accounts by suit or otherwise, and surrender, release, or exchange all or any part thereof, or
compromise or extend or renew for any period (whether or not longer than the original period) any indebtedness thereunder or evidenced
thereby. Unless sooner required by the Credit Agreement, after an Event of Default, the Company will, at its own expense, notify any
parties obligated on any of the Accounts to make payments to Lender and will hold in trust and immediately forward to Lender all payments
received by the Company in the form received, with all necessary endorsements thereon for collection by Lender. To the extent any
provisions of this Section 4 are in conflict with any provisions of the Credit Agreement, the provisions most favorable to Lender will
prevail.

5. Transfer and Other Liens. During the continuation of an Event of Default, except to the sale of Inventory in the ordinary course
of business the Company will not sell, lease, license, assign, transfer, exchange, or otherwise dispose of the Collateral, or any part thereof,
without the prior written consent of Lender and will not permit any lien, security interest, or other encumbrance to attach to the Collateral,
or any part thereof, other than Permitted Liens and Liens in favor of Lender or otherwise expressly approved by Lender in writing which
approval maybe withheld in the sole discretion of Lender. Except to the extent permitted in the Credit Agreement, the Company shall not
incur any additional Indebtedness without the prior written consent of Lender, which consent may be withheld in the sole discretion of
Lender.



6. Financial Statements, Books, and Records. The Company will maintain such books and records and provide to Lender such
financial statements and other financial information as are required by the terms of the Credit Agreement.

7. Name of the Company. Place(s) of Business, and Location of Collateral.  The Company represents and warrants that it is a
corporation duly organized and existing under the laws of the State of Florida, that its correct legal name and tax identification number
areas specified on the signature lines of this Agreement, and each legal or trade name of the Company for the previous five (5) years (if
different from the Company’s current legal name) is as specified below the signature lines of this Agreement. Except as permitted by the
Credit Agreement, the Company will not dissolve, merge, or consolidate with any other person. The Company will at all times comply with
the requirements of the Credit Agreement relating to dissolution, merger, consolidation and maintenance of its corporate existence. Without
the prior written consent of Lender, the Company will not change its name or change the location of any Collateral to any place other than
Company’s business locations described in the Credit Agreement. The Company will immediately advise Lender in writing of the opening
of any new place of business and of any change in the location of the places where the Collateral or any part thereof, or the books and
records concerning the Collateral or any part thereof, are kept.

8. Care of Collateral. The Company will maintain the Collateral in good condition excepting ordinary wear and tear and any loss,
damage, or destruction which is fully covered by proceeds of insurance (less applicable deductibles) and will not do or permit anything to
be done to the Collateral that may impair its value or that may violate the terms of any insurance covering the Collateral or any part thereof.
Lender shall have no duty to, and the Company hereby releases Lender from all claims for loss or damage caused by the failure to collect or
enforce any Account or chattel paper or to preserve rights against prior parties to the Collateral except for such actual damage to the
Company caused by fraud, gross negligence or willful misconduct on the part of the Lender. The Company will use the Collateral for
lawful purposes only, with all reasonable care and caution and in conformity with all applicable laws, ordinances, and regulations.

9. Insurance. The Company will at all times keep the Collateral insured as provided in the Credit Agreement. All insurance
policies shall provide that loss thereunder shall be payable to Lender as its interest may appear. After deducting from said insurance
proceeds all of Lender’s reasonable expenses incurred in the collection and administration of such sums, including reasonable attorneys fees
actually incurred, Lender may apply the proceeds or any part thereof it may receive from such insurance, at its option, in such order
determined by Lender, in its discretion, (a) to the payment of all or any portion of the Liabilities, whether or not due and in whatever order
Lender elects, and/or (b) to the repair and/or restoration and/or replacement of the Collateral, subject to such conditions as Lender may
require, all without affecting the lien, security interest or security title created by this Agreement and any balance of such monies then
remaining after such application shall be paid to the Company or the person or entity lawfully entitled thereto. Such policies or certificates
thereof shall, if the Lender so requests, be deposited with the Lender. Such policies shall name Lender as loss payee and shall provide that
the insurer shall give Lender thirty (30) days notice before the cancellation of such policy.

10. Taxes. The Company will pay as and when due and payable all taxes, levies, license fees, assessments, and other impositions
levied on the Collateral or any part thereof or for its use and operation; provided, that the Company shall not be required to pay and
discharge or cause to be paid and discharged any such tax, assessment or governmental charge provided that (i) the amount,



applicability or validity thereof shall currently be contested in good faith by appropriate proceedings, (ii) none of the Collateral is at risk of
forfeiture or loss or subjected to any lien (which is not bonded) and (iii) the Company shall have established and shall maintain any required
reserves on its books for the payment of the same.

11. Fixtures. The Company shall not allow any Collateral that is not currently a fixture to become attached to any real estate in
such a manner as to become a fixture or a part thereof without the written consent of Lender, which consent maybe withheld in Lender’s
sole discretion. However, if any tangible property included in the Collateral becomes a fixture, the security interest of Lender under this
Agreement shall automatically attach to and include such tangible property. The Company shall promptly furnish to Lender a description of
the real estate where such fixture is located, obtain from the owner of such real estate and holder of any lien thereon such subordination
agreement as Lender may require and take such other action as Lender may reasonably require to preserve and perfect Lender’s first
priority, perfected security interest thereon. Lender is authorized to file any fixture filing as maybe deemed necessary by Lender to perfect
any security interest in such fixtures, with all costs associated with such recording (including any recording tax) to be paid by the Company.

12. Specific Assignments. Promptly upon request by Lender, the Company will execute and deliver to Lender written pledges,
assignments, endorsements, and/or schedules, in form and content satisfactory to Lender, of Collateral or groups of Collateral, but the
security interest of Lender hereunder shall not be limited in any way by such pledges or assignments.

13. Delivery of Chattel Paper. The Company will promptly upon request by Lender deliver, assign, and endorse to Lender all
chattel paper and all other documents held by the Company in connection therewith.

14. Government Contracts. If any Account or chattel paper arises out of a contract or contracts with the United States of America
or any department, agency, or instrumentality thereof, the Company shall immediately notify the Lender thereof in writing and execute any
instruments or take any steps required by the Lender in order that all moneys due or to become due under such contract or contracts shall be
assigned to the Lender and notice thereof given under the Federal Assignment of Claims Act or other applicable law.

15. Collateral Account . If all or any part of the Collateral at any time consists of Inventory, Accounts, or, chattel paper, the
Company will, upon the written request of Lender at anytime and from time to time after the occurrence of an Event of Default hereunder
which is continuing and has not been cured within any applicable cure period, if any, deposit or cause to be deposited to Lender’s account
designated by Lender and from which Lender alone has power of access and withdrawal (the “Collateral Account”) all checks, drafts, cash,
and other remittances in payment or on account of payment of such Inventory, Accounts, or chattel paper and the cash proceeds of any
returned Inventory, the sale of which gave rise to an Account or chattel paper (all of the foregoing herein collectively referred to as “ Items
of Payment”). The Company shall deposit the Items of Payment for credit to the Collateral Account within one (1) business day of the
receipt thereof, and in precisely the form received, except for the endorsement of the Company where necessary to permit the collection of
the Items of Payment, which endorsement the Company hereby agrees to make. Pending such deposit, the Company will not commingle
any of the Items of Payment with any of its other funds or property but will hold them separate and apart. Lender may at any time and from
time to time apply the whole or any part of the collected funds credited to the Collateral Account against the Liabilities, in such order and
proportion of application determined by Lender. The



Company shall have no right of withdrawal from the Collateral Account during the continuance of the Event of Default.

16. Rights of Lender and Duties of the Company. Lender may if an Event of Default hereunder shall have occurred and is
continuing (a) notify the account debtors (and other obligors) obligated on any of the Collateral to make payments thereon directly to
Lender, and to take control of the cash and non-cash proceeds of any such Collateral; (b) compromise, extend, or renew any of the
Collateral or deal with the same as it may deem advisable; (c) release, make exchanges or substitutions for, or surrender all or any part of
the Collateral; (d) remove from the Company’s place(s) of business all books, records, ledger sheets, correspondence, invoices, and
documents relating to or evidencing any of the Collateral or, without cost or expense to Lender, and make such use of the Company’s
place(s) of business as may be reasonably necessary to administer, control, and collect the Collateral; (e) repair, alter, or supply goods, if
any, necessary to fulfill in whole or in part the purchase order of any account debtor; (f) demand, collect, receipt for, and give renewals,
extensions, discharges, and releases of any of the Collateral; (g) institute and prosecute legal and equitable proceedings to enforce
collection of, or realize upon, any of the Collateral; (h) settle, renew, extend, compromise, compound, exchange, or adjust claims with
respect to any of the Collateral or any legal proceedings brought with respect thereto; (i) endorse the name of the Company upon any Items
of Payment relating to the Collateral or upon any proof of claim in Lenderruptcy against an account debtor; and (j) receive and open all mail
addressed to the Company and notify postal authorities to change the address for the delivery of mail to the Company to such address as
Lender may designate; and for purposes of taking the actions described in Subsections (a) through (j), the Company hereby irrevocably
appoints Lender as its attorney-in-fact (which appointment being coupled with an interest is irrevocable while any of the Liabilities remain
unpaid), with power of substitution, in the name of Lender or in the name of the Company or otherwise, for the use and benefit of Lender,
but at the cost and expense of the Company and without notice to the Company. If an Event of Default hereunder shall have occurred and is
continuing the Company will (a) make no material change to the terms of any sale of any Inventory or of any Account or chattel paper
without the prior written permission of Lender which consent shall not be unreasonably withheld; and (b) on written demand, make
available in form acceptable to Lender documents and delivery receipts evidencing the shipment of Inventory which gave rise to the sale of
Inventory or evidencing an Account or chattel paper, copies of all statements, reports, certificates, invoices and other data pertaining to any
Accounts, copies of the invoices arising out of the sale of Inventory or for an Account, and the Company’s copy of any written order from
which the sale of Inventory or an Account or chattel paper arose.

17. Performance by Lender. If the Company fails to perform, observe, or comply with any of the material conditions, terms, or
covenants contained in this Agreement and such failure has caused an Event of Default, Lender, without waiving or releasing any of the
Liabilities or any Event of Default, may (but shall be under no obligation to) at any time thereafter perform such conditions, terms, or
covenants for the account and at the expense of the Company, and may enter upon any place of business or other premises of the Company
for that purpose and take all such lawful action thereon as Lender may consider necessary or appropriate for such purpose. All sums paid or
advanced by Lender in connection with the foregoing and all costs and expenses (including, without limitation, reasonable attorneys’ fees
and expenses) incurred by Lender in connection therewith (collectively, the “Expense Payments”), together with interest thereon at the
Default Rate from the date of payment until repaid in full, shall be paid by the Company to Lender on demand and shall constitute and
become a part of the Liabilities secured hereby.



18. Events of Default. The occurrence of any of the following shall constitute an event of default (an “Event of Default”) under
this Agreement: (a) an Event of Default under the Credit Agreement; (b) any levy, attachment, garnishment or other process is made or
issued or any Lien is filed against any Collateral and not dismissed or removed within sixty (60) days of the issuing or filing thereof; or (c)
breach by the Company of, non-compliance by the Company with or failure of the Company to observe any other term, covenant,
representation or agreement contained in this Agreement (provided, however, with respect to such defaults not otherwise addressed in this
Section 18, the Company shall have ten (10) days after written notice of such failure is given by Lender to the Company in which to cure
any such failure that can be cured by the payment of money and shall have thirty (30) days after written notice of such failure is given by
Lender to the Company in which to cure any such failure that cannot be cured by the payment of money).

19. Rights and Remedies Upon Default. Upon the occurrence of an Event of Default hereunder, Lender may, at its option, and
without notice to the Company, and, without limiting any other available rights and remedies, cause the acceleration of the Liabilities,
which shall become immediately due and payable. The occurrence or non-occurrence of an Event of Default shall in no manner impair the
ability of Lender to demand payment of any portion of the Liabilities which are payable on demand. Lender shall have all of the rights and
remedies of a secured party under the UCC and other applicable law in the State of Florida or other applicable law of any other applicable
jurisdiction. Upon the occurrence of an Event of Default hereunder, the Company, upon written demand by Lender, shall assemble the
Collateral and make it available to Lender at a place designated by Lender which is mutually convenient to both parties. Upon the
occurrence of an Event of Default hereunder, Lender or its agents may enter upon the Company’s premises to take possession of the
Collateral, to remove it, to render it unusable, or to sell or otherwise dispose of it, all without judicial process or proceedings; provided,
however, all such action shall be taken in commercially reasonable manners.

Any written notice of the sale, disposition, or other intended action by Lender with respect to the Collateral which is required by
applicable laws and is sent by certified mail, postage prepaid, to the Company at the address of the Company’s principal place of business
specified in the first paragraph hereof, or such other address which may from time to time be shown on the Lender’s records, at least ten
(10) days prior to such sale, disposition, or other action, shall constitute reasonable notice to the Company. The Company shall pay on
written demand all costs and expenses, including, without limitation, reasonable attorneys’ fees and expenses, incurred by or on behalf of
Lender (a) in enforcing the Liabilities, and (b) in connection with the taking, holding, preparing for sale or other disposition, selling,
managing, collecting, or otherwise disposing of the Collateral. All of such costs and expenses (collectively, the “ Liquidation Costs”),
together with interest thereon at a simple per annum rate of interest which is equal to the Default Rate from the date of payment until repaid
in full, shall be paid by the Company to Lender on written demand and shall constitute and become a part of the Liabilities secured hereby.
Any proceeds of sale or other disposition of the Collateral will be applied by Lender to the payment of Liquidation Costs and Expense
Payments, and any balance of such proceeds will be applied by Lender to the payment of the remaining Liabilities in such order and
manner of application as Lender may from time to time in its sole discretion determine. If any deficiency exists, the Company shall remain
liable for such deficiency.

20. Remedies Cumulative. Each right, power, and remedy of Lender as provided for in this Agreement, the Accordion Note or the
Credit Agreement or now or hereafter existing at law or in equity or by statute or otherwise shall be cumulative and concurrent and shall be
in addition to every other right, power, or remedy provided for in this Agreement or in the Accordion Note or the



Credit Agreement or now or hereafter available at law or in equity or by statute or otherwise, and the exercise or beginning of the exercise
by Lender of any one or more of such rights, powers, or remedies shall not preclude the simultaneous or later exercise by Lender of any or
all such other rights, powers, or remedies.

21. Waiver. No failure or delay by Lender to insist upon the strict performance of any term, condition, covenant, or agreement of
this Agreement or of the other Documents, or to exercise any right, power, or remedy consequent upon a breach thereof, shall constitute a
waiver of any such term, condition, covenant, or agreement or of any such breach, or preclude Lender from exercising any such right,
power, or remedy at any later time or times. By accepting payment after the due date of any of the Liabilities, Lender shall not be deemed to
have waived the right either to require payment when due of all other the Liabilities or to declare an Event of Default hereunder for failure
to effect such payment of any such other the Liabilities. The Company waives presentment, notice of dishonor, and notice of non-payment
with respect to Accounts and chattel paper.

22. Miscellaneous. Time is of the essence of this Agreement. The section headings of this Agreement are for convenience only and
shall not limit or otherwise affect any of the terms hereof. Neither this Agreement nor any term, condition, covenant, or agreement hereof
may be changed, waived, discharged, or terminated orally but only by an instrument in writing signed by the party against whom
enforcement of the change, waiver, discharge, or termination is sought. This Agreement shall be governed by the laws of the State of
Florida and shall be binding upon the Company and its legal representatives, successors, and assigns, and shall inure to the benefit of
Lender and its successors and assigns. As used herein, the singular number shall include the plural, the plural the singular, and the use of
the masculine, feminine, or neuter gender shall include all genders, as the context may require, and the term “person” shall include an
individual, a corporation, a limited liability company, an association, a partnership, a trust, an organization and any other form of entity.
Invalidation of any one or more of the provisions of this Agreement shall in no way affect any of the other provisions hereof, which shall
remain in full force and effect. All references herein to any document, instrument, or agreement shall be deemed to refer to such document,
instrument, or agreement as the same may be amended, modified, restated, supplemented, or replaced from time to time.

In the event of any conflict or inconsistency among any of the various provisions contained in this Agreement or in the Credit
Agreement or Accordion Note, the provisions of the Credit Agreement shall control.

From and after the Effective Date, this Agreement embodies the final, entire agreement of the parties relating to its subject matter and
supersedes any and all prior agreements, whether written or oral.

[Remainder of Page Intentionally Blank.]



IN WITNESS WHEREOF, the Company has duly executed and delivered this Agreement, under seal, as of the day and year first
written above.

COMPANY:

SUN HYDRAULICS
CORPORATION, a Florida
corporation

By:                       
Name:              
Title:               

    

Previous legal and/or trade names of the Company:

Tax Identification Number of Company:

Business Locations:



Schedule 5.2(b)

FORM OF COMPLIANCE CERTIFICATE

Sun Hydraulics Corporation
1500 West University Parkway

Sarasota, FL 34243-2290

____________, __, 20__

Fifth Third Bank
201 E. Kennedy Blvd. Suite 1800
Tampa, FL 33602
Attention: Andrew Hahn
Fax: (813) 306-2529
Email: andrew.hahn@53.com

Re:    Compliance Certificate

Reference is hereby made to that certain Amended and Restated Credit and Security Agreement (“Credit Agreement”), dated as of August
1, 2011, by and among Sun Hydraulics Corporation (“Borrower”) and Fifth Third Bank (“Lender”).

This compliance Certificate is delivered pursuant to Section 5.2 (b) of the Credit Agreement and relates to the fiscal period ending
___________, __, 20__ (such date being the “Computation Date”).

The undersigned individual is duly authorized to execute and deliver this Compliance Certificate on behalf of the Borrower. By executing
this Compliance Certificate the Borrower certifies to the Lender that as of the Computation Date:

a) The Borrower’s Consolidated Tangible Net Worth  is $_______________. Such an amount is in compliance with the amount required
to be maintained pursuant to Section 5.9 (a) (i) of the Credit Agreement.

b) The Borrower’s Minimum Consolidated EBITDA is $____________. Such an amount is in compliance with the amount required to be
maintained pursuant to Section 5.9 (a) (ii) of the Credit Agreement.

Commencing with end of the first quarter after the initial Advance under the Accordion Facility or the Construction Facility, whichever
shall first occur, Borrower certifies to the Lender that as of the Computation Date:

a) The Borrower’s Consolidated Tangible Net Worth  is $_______________. Such an amount is in compliance with the amount required
to be maintained pursuant to Section 5.9 (b) (i) of the Credit Agreement.

b) The Borrower’s Leverage Ratio is ______.___ to 1.00. Such ratio is in compliance with the



ratio required to be maintained pursuant to Section 5.9 (b) (ii) of the Credit Agreement.

c) The Borrower’s Consolidated EBIT to Consolidated Interest Expense Ratio is _____.__ to 1.00 Such ratio is in compliance with the
ratio required to be maintained pursuant to Section 5.9 (b) (iii) of the Credit Agreement.

All supporting information, worksheets and calculations for the foregoing certifications are attached hereto.

IN WITNESS WHEREOF, the Borrower has caused this certificate to be executed and delivered and the certifications contained herein to
be made, by its chief financial officer as of the date first written above.

Sun Hydraulics Corporation

By:______________________________________
Name:    Tricia Fulton
Title:    Chief Financial Officer



Schedule 5.5(b)

INSURANCE

• List Borrower’s present insurance coverage (including name of carrier, policy number, expiration date, type and amount): See
Certificates of Insurance previously provided to Lender



Schedule 6.1(b)

INDEBTEDNESS

• List all Indebtedness existing as of the Closing Date: Letter of credit PMA Insurance for $250,000 related to workers
compensation



Exhibit 31.1
CERTIFICATION

I, Allen J. Carlson, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the quarter ended September 28, 2013, of Sun Hydraulics Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: November 5, 2013
 

/s/ Allen J. Carlson
Allen J. Carlson
President, Chief Executive Officer



Exhibit 31.2
CERTIFICATION

I, Tricia L. Fulton, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the quarter ended September 28, 2013, of Sun Hydraulics Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: November 5, 2013
 

/s/ Tricia L. Fulton
Tricia L. Fulton
Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350

I, Allen J. Carlson, the Chief Executive Officer of Sun Hydraulics Corporation (the “Company”), certify that (i) the Quarterly Report on Form 10-Q for
the Company for the quarter ended September 28, 2013 (the “Report”), fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 and (ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
 

/s/ Allen J. Carlson
Chief Executive Officer
November 5, 2013



Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350

I, Tricia L. Fulton, the Chief Financial Officer of Sun Hydraulics Corporation (the “Company”), certify that (i) the Quarterly Report on Form 10-Q for
the Company for the quarter ended September 28, 2013 (the “Report”), fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 and (ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
 

/s/ Tricia L. Fulton
Chief Financial Officer
November 5, 2013


