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FORWARD LOOKING AND CAUTIONARY STATEMENTS

All statements included or incorporated by reference in this Quarterly Report on Form 10-Q, other than statements or characterizations of historical fact, are forward-
looking statements within the meaning of Section 274 of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934,
as amended, or the Exchange Act. Examples of forward-looking statements include, but are not limited to, statements concerning projected net sales, costs and expenses and
gross margins; our accounting estimates, assumptions and judgments; the demand for our products; the effect and consequences of the novel coronavirus, or COVID-19,
pandemic on matters including U.S., local and foreign economies, wars and international conflicts including the current military actions involving the Russian Federation and
Ukraine, our business operations, the ability of financing and the health and productivity of our employees; the competitive nature of and anticipated growth in our industry;
production capacity and goals; our ability to consummate acquisitions and integrate their operations successfully; and our prospective needs for additional capital. These
forward-looking statements are based on our current expectations, estimates, approximations and projections about our industry and business, managements beliefs, and
certain assumptions made by us, all of which are subject to change. Forward-looking statements can often be identified by words such as “anticipates,” “expects,” “intends,’
“plans,” “predicts,” “believes,” “seeks,” “estimates,” “may,” “will,” “should,” “would,” “could,” “potential,” “continue,” “ongoing,” similar expressions and variations
or negatives of these words. These statements are not guarantees of future performance and are subject to risks, uncertainties and assumptions that are difficult to predict.
Therefore, our actual results could differ materially and adversely from those expressed in any forward-looking statements as a result of various factors, some of which are
listed under “Risk Factors” in Part II, Item 1A, and in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part I, Item 2 of this
Quarterly Report on Form 10-Q. These forward-looking statements speak only as of the date of this Quarterly Report on Form 10-Q. We undertake no obligation to revise or
update publicly any forward-looking statement for any reason, except as otherwise required by law.
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FINANCIAL PRESENTATION
All dollar amounts in this Quarterly Report on Form 10-Q are presented in thousands, except share and per share data and where otherwise noted.
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ITEM 1. Condensed Financial Statements

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable
Inventories, net
Prepaid expenses
Employee retention credit receivable
Income taxes receivable

Total current assets

Other assets:

Operating lease right-of-use assets, net
Property and equipment, net

Deposits

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable
Customer deposits
Accrued liabilities and other current liabilities
Current portion of operating lease liabilities
Current portion of notes payable
Line of credit

Total current liabilities

Notes payable, net of current portion
Operating lease liabilities, net of current portion

Total liabilities

Commitments and Contingencies

Stockholders’ Equity

PART I - FINANCIAL INFORMATION

POLAR POWER, INC.

CONDENSED BALANCE SHEETS
(in thousands, except share and per share data)

Preferred stock, $0.0001 par value, 5,000,000 shares authorized, no shares issued and outstanding
Common stock, $0.0001 par value, 50,000,000 shares authorized, 12,967,027 shares issued and
12,949,550 shares outstanding on March 31, 2023, and 12,967,027 shares issued and 12,949,550

shares outstanding on December 31, 2022

Additional paid-in capital

Accumulated deficit

Treasury Stock, at cost (17,477 shares)
Total stockholders’ equity

Total liabilities and stockholders’ equity

1

March 31, 2023 December 31, 2022
(Unaudited)
119 $ 211
3,216 2,230
16,875 15,460
1,852 2,629
2,000 2,000
787 787
24,849 23,317
2,436 240
421 538
93 93
27,799 $ 24,188
1,024 $ 230
2,769 2,126
1,256 1,231
738 268
172 211
3,010 1,884
8,969 5,950
33 57
1,729 —
10,731 6,007
1 1
37,331 37,331
(20,224) (19,111)
(40) (40)
17,068 18,181
27,799 $ 24,188

See Accompanying Notes to the Condensed Financial Statements




Net Sales
Cost of Sales
Gross profit

Operating Expenses
Sales and marketing
Research and development
General and administrative
Total operating expenses

Loss from operations

Other income (expenses)
Interest expense and finance costs
Other income (expense), net
Total other income (expenses), net

Net loss

Net loss per share — basic and diluted

Weighted average shares outstanding, basic and diluted

POLAR POWER, INC.

UNAUDITED CONDENSED STATEMENTS OF OPERATIONS

(in thousands, except share and per share data)

Three Months Ended March 31,

2023 2022
$ 4,190 3,709
3,435 2,804

755 905

333 405

346 476

1,111 1,131

1,790 2,012
(1,035) (1,107)
(78) 13)
(78) 13)
$ (1,113) (1,120)
$ (0.09) (0.10)
12,949,550 12,788,203

See Accompanying Notes to the Condensed Financial Statements
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Balance, December 31, 2022
Net loss
Balance, March 31, 2023 (unaudited)

Balance, December 31, 2021
Net loss

Balance, March 31, 2022 (unaudited)

POLAR POWER, INC.

UNAUDITED CONDENSED STATEMENTS OF STOCKHOLDERS’ EQUITY

(in thousands, except share data)

Three Months Ended March 31, 2023

Additional Total
Common Stock paid-in (Accumulated Treasury Stockholders’
Number Amount capital Deficit) Stock Equity
12,967,027 $ 1 $ 37,331 $ 19,111)  $ 40) $ 18,181
— — — (1,113) — (1,113)
12,967,027 $ 1 $ 37,331 $ (20,224)  § (400 $ 17,068
Three months Ended March 31, 2022
Additional Total
Common Stock paid-in (Accumulated Treasury Stockholders’
Number Amount capital Deficit) Stock Equity
12,805,680 $ 1 $ 36,816 $ (13,527) § 40) $ 23,250
— — — (1,120) — (1,120)
12,805,680  § 1 $ 36816 $ (14,647) (400 $ 22,130

See Accompanying Notes to the Condensed Financial Statements
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POLAR POWER, INC.
UNAUDITED CONDENSED STATEMENTS OF CASH FLOW
(in thousands)

Three Months Ended March 31,

2023 2022
Cash flows from operating activities:
Net loss $ (1,113)  $ (1,120)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 116 135
Changes in operating assets and liabilities
Accounts receivable (986) 626
Inventories (1,415) (1,468)
Prepaid expenses 771 742
Operating lease right-of-use asset 196 166
Accounts payable 794 216
Customer deposits 643 26
Accrued expenses and other current liabilities 25 5
Operating lease liabilities (193) (175)
Net cash used in operating activities (1,156) (847)
Cash flows from investing activities:
Acquisition of property and equipment — 8)
Net cash used in investing activities — 8)
Cash flows from financing activities:
Proceeds from advances from credit facility 1,127 —
Repayment of notes payable (63) (60)
Net cash provided by (used in) financing activities 1,064 (60)
Decrease in cash and cash equivalents 92) (915)
Cash and cash equivalents, beginning of period 211 5,101
Cash and cash equivalents, end of period $ 119 $ 4,186
SUPPLEMENTAL NON-CASH INVESTING AND FINANCING ACTIVITIES:
Initial recognition of operating lease right-of-use assets and operating lease liabilities $ 2,392 $ _

See Accompanying Notes to the Condensed Financial Statements
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POLAR POWER, INC.
NOTES TO CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED MARCH 31, 2023 AND 2022
(In thousands, except for share and per share data and where otherwise noted)
(UNAUDITED)

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The Company

Polar Power, Inc. was incorporated in the State of Washington as Polar Products, Inc. and in 1991 reincorporated in the State of California under the name Polar
Power, Inc. In December 2016, Polar Power, Inc. reincorporated in the State of Delaware (the “Company”, “we” or “us”). The Company designs, manufactures and sells direct
current, or DC, power systems to supply reliable and low-cost energy to off-grid, bad-grid and backup power, electric vehicle (“EV”) charging, and nano-grid applications. The
Company’s products integrate DC generator, proprietary electronic control systems, lithium batteries and solar photovoltaic (“PV”) technologies to provide low operating cost

and emissions for telecommunications, defense, automotive, nano-grid, EV charging and industrial markets.
Liquidity

The accompanying financial statements have been prepared under the assumption that the Company will continue as a going concern. For the three months ended
March 31, 2023, the Company recorded a net loss of $1,113 and used cash in operations of $1,156. The Company’s management evaluated whether there are conditions or
events considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern within one year after the date the financial statements
are issued.

Notwithstanding the net loss for the three months ended March 31, 2023, management concluded that the Company will have adequate cash flow from operations and
available line of credit in 2023 and 2024 so that it is probable that the Company will be able to fund its current operating plan and satisfy its liquidity requirements within one
year from the date the Company’s March 31, 2023 financial statements are issued.

As of March 31, 2023, the Company had a cash balance of $119, with borrowing capacity of $664, stockholders’ equity of $17,068, and working capital of $15,880.
The long-term continuation of the Company’s business plan is dependent upon the generation of sufficient revenues from its products to offset expenses. In the event that the
Company does not generate sufficient cash flows from operations and is unable to obtain funding, the Company will be forced to delay, reduce, or eliminate some or all of its
discretionary spending, which could adversely affect the Company’s business prospects, ability to meet long-term liquidity needs or ability to continue operations.

Impact of COVID-19 and inflation

COVID-19. The COVID-19 pandemic has negatively impacted business and industries all over the world since March 2020. The pandemic has had a significant
negative impact on our overall operations including revenues, productivity, gross margins and liquidity. The pandemic has resulted in labor shortages, disruptions in the chain of
supply, and higher material costs. During the three months ended March 31, 2023, supply chain constraints that affected timely delivery of raw materials required to complete
our DC power systems negatively affected our manufacturing productivity levels. Labor shortages resulted in excess overtime for the existing labor force and a reduction in
engineering projects. We believe that Covid-19 will be an ongoing challenge for years to come and to adapt will require us to further globalize our vendors, engineering, and
customers.

Inflation. The continuing impact of the COVID-19 pandemic, higher inflation, the actions by the Federal Reserve to address inflation, most notably sustained increases
in interest rates, and rising energy prices create uncertainty about the future economic environment which will continue to evolve and, we believe, has impacted the Company’s
business in 2022 and may continue to impact business in 2023. The implications of higher government deficits and debt, tighter monetary policy, and potentially higher long-
term interest rates may drive a higher cost of capital for the business and an increase in the Company’s operating expenses.

Basis of Presentation of Unaudited Financial Information

The unaudited condensed financial statements of the Company for the three months ended March 31, 2023 and 2022 have been prepared in accordance with
accounting principles generally accepted in the U.S. (“GAAP”) for interim financial information and pursuant to the requirements for reporting on Form 10-Q and Regulation
S-K for scaled disclosures for smaller reporting companies. Accordingly, they do not include all the information and footnotes required by GAAP for complete financial
statements. However, such information reflects all adjustments (consisting solely of normal recurring adjustments), which are, in the opinion of management, necessary for the
fair presentation of the Company’s financial position and results of operations. Results shown for interim periods are not necessarily indicative of the results to be obtained for a
full fiscal year. The balance sheet information as of December 31, 2022 was derived from the audited financial statements included in the Company’s financial statements as of
and for the years ended December 31, 2022 and 2021 contained in the Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission, or the
SEC, on March 31, 2023. These financial statements should be read in conjunction with that report.
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Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting
period. Material estimates relate to the assumptions made in determining reserves for uncollectible receivables, inventory reserves and returns, impairment analysis of long-
term assets, valuation allowance on deferred tax assets, income tax accruals, accruals for potential liabilities and warrant reserves and assumptions made in valuing equity
instruments issued for services. Actual results may differ from those estimates.

Revenue Recognition
The Company recognizes revenue in accordance with Accounting Standards Codification (“ASC”) 606, Revenue from Contracts with Customers (“ASC 606”).

Substantially all of the Company’s revenue is derived from product sales. Product revenue is recognized when performance obligations under the terms of a contract
are satisfied, which occurs for the Company upon shipment or delivery of products or services to its customers based on written sales terms, which is also when control is
transferred. Revenue is measured as the amount of consideration the Company expects to receive in exchange for transferring the products or services to a customer. The
Company determines whether delivery has occurred based on when title transfers and the risks and rewards of ownership have transferred to the customer, which usually occurs
when the Company places the product with the customer’s carrier or delivers the product to a customer’s location. The Company regularly reviews its customers’ financial
positions to ensure that collectability is reasonably assured.

The Company also recognizes revenues from engineering services, technical support, and sale of accessories that support the Company’s direct current, or DC, power
systems. Revenue is recognized when transfer of control to the customer has been made and the Company’s performance obligation has been fulfilled. The Company’s revenue
from engineering services, technical support services, and product accessories are clearly defined in each transaction with its customers and have not been significant to date.

The Company also recognizes revenues from the rental of equipment. The Company’s rental revenues have not been significant to date and have accounted for less
than one percent of total revenues for the three-month periods ended March 31, 2023 and 2022. The Company’s rental contracts are fixed price contracts for fixed durations of

time and include freight and delivery charges and are recognized on a straight-line basis over the rental period.
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Disaggregation of Net Sales

The following table shows the Company’s disaggregated net sales by product type:

Three months ended

March 31,
2023 2022
(Unaudited) (Unaudited)
DC power systems $ 4,081 $ 3,617
Engineering & Tech Support Services 24 44
Accessories 85 48
Total net sales $ 4,190 $ 3,709

The following table shows the Company’s disaggregated net sales by customer type:

Three months ended

March 31,
2023 2022
(Unaudited) (Unaudited)
Telecom $ 3,988 $ 3,670
Government/Military 193 17
Marine — 14
Other (backup DC power to various industries) 9 8
Total net sales $ 4,190 $ 3,709

The following tables shows the Company’s net sales by the respective geographical regions of our customers (in thousands):

Three months ended

March 31,

2023 2022
(Unaudited) (Unaudited)
United States $ 3,065 $ 3,670
Canada — 14
South Pacific Islands 1,120 —
Japan — 1
Other Asia Pacific 5 24
Total net sales $ 4,190 $ 3,709
For the three months ended March 31, 2023, and 2022, international sales totaled $1,125 and $39 respectively.
Inventories

Inventories are stated at the lower of cost or net realizable value, with cost determined on a first-in, first-out (“FIFO”) basis. The Company records adjustments to its
inventory based on an estimated forecast of the inventory demand, taking into consideration, among others, inventory turnover, inventory quantities on hand, unfilled customer
order quantities, forecasted demand, current prices, competitive pricing, and trends and performance of similar products. If the estimated net realizable value is determined to
be less than the recorded cost of the inventory, the difference is recognized as a loss in the period in which it occurs. Once inventory has been written down, it creates a new
cost basis for inventory that may not be subsequently written up. For the three months ended March 31, 2023, and the year ended December 31, 2022, there were no write-
downs of inventory.

As of March 31, 2023 and December 31, 2022, inventories consisted of the following:

March 31, 2023 December 31, 2022
(unaudited)
Raw materials $ 13,870 $ 12,277
Finished goods 3,005 3,183
Total Inventories $ 16,875 $ 15,460

Product Warranties

The Company provides limited warranties for parts and labor at no cost to its customers within a specified time period after the sale. As of March 31, 2023 and
December 31, 2022, the Company had accrued a liability for warranty reserve of $600 and $600, respectively, which are included in other accrued liabilities in the
accompanying condensed balance sheets. The following is a tabular reconciliation of the product warranty liability, excluding the deferred revenue related to the Company’s
warranty coverage:

Changes in estimates for warranties March 31, 2023 December 31, 2022
(unaudited)

Balance at beginning of the period $ 600 S 600

Payments (102) (508)

Provision for warranties 102 508

Balance at end of the period $ 600 $ 600




Stock-Based Compensation

The Company periodically issues stock-based compensation to officers, directors, and consultants for services rendered. Such issuances vest and expire according to
terms established at the issuance date.

Stock-based payments to employees, directors, and for acquiring goods and services from nonemployees, which include grants of employee stock options, are
recognized in the financial statements based on their grant date fair values in accordance with ASC 718, Compensation-Stock Compensation. Stock option grants to employees,
which are generally time vested, are measured at the grant date fair value and depending on the conditions associated with the vesting of the award, compensation cost is
recognized on a straight-line or graded basis over the vesting period. Recognition of compensation expense for non-employees is in the same period and manner as if the
Company had paid cash for the services. The fair value of stock options granted is estimated using the Black-Scholes option-pricing model, which uses certain assumptions
related to risk-free interest rates, expected volatility, expected life, and future dividends. The assumptions used in the Black-Scholes option pricing model could materially
affect compensation expense recorded in future periods.

Financial Assets and Liabilities Measured at Fair Value

The Company uses various inputs in determining the fair value of its investments and measures these assets on a recurring basis. Financial assets recorded at fair value
in the balance sheets are categorized by the level of objectivity associated with the inputs used to measure their fair value.

Authoritative guidance provided by the Financial Accounting Standards Board (“FASB”) defines the following levels directly related to the amount of subjectivity
associated with the inputs to fair valuation of these financial assets:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Inputs, other than the quoted prices in active markets, that is observable either directly or indirectly.

Level 3 Unobservable inputs based on the Company’s assumptions.

The carrying amounts of certain financial assets and liabilities, such as cash and cash equivalents, accounts receivable and accounts payable, approximate their fair
values because of the short maturity of these instruments. The carrying values of the line of credit and notes payable approximate their fair values since the interest rates on
these obligations are based on prevailing market interest rates.

Segments

The Company operates in one segment for the manufacture and distribution of its products. In accordance with the “Segment Reporting” Topic of the ASC, the
Company’s chief operating decision maker has been identified as the Chief Executive Officer and President, who reviews operating results to make decisions about allocating
resources and assessing performance for the entire Company. Existing guidance, which is based on a management approach to segment reporting, establishes requirements to
report selected segment information quarterly and to report annually entity-wide disclosures about products and services, major customers, and the countries in which the entity
holds material assets and reports revenue. All material operating units qualify for aggregation under “Segment Reporting” due to their similar customer base and similarities in:
economic characteristics; nature of products and services; and procurement, manufacturing and distribution processes. Since the Company operates in one segment, all financial
information required by “Segment Reporting” can be found in the accompanying financial statements.

Concentrations

Cash. The Company maintains cash balances at four banks, with the majority held at one bank located in the U.S. At times, the amount on deposit exceeds the
federally insured limits. Management believes that the financial institutions that hold the Company’s cash are financially sound and, accordingly, minimal credit risk exists.
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Cash denominated in Australian Dollars with a U.S. Dollar equivalent of $11 and $8 at March 31, 2023 and December 31, 2022, respectively, was held in an account at
a financial institution located in Australia. Cash denominated in Romanian Leu with a U.S. Dollar equivalent of $20 and $23 at March 31, 2023 and December 31, 2022,
respectively, was held in an account at a financial institution located in Romania.

Revenues. For the three months ended March 31, 2023, 49.5% of revenues was generated from the Company’s largest customer (a Tier-1 telecommunications wireless
carrier in the U.S), and 26.7% of revenue was generated from the Company’s second largest customer ( a telecommunications customer outside the U.S.). For the three months
ended March 31, 2022, 90.2% of revenues was generated from the Company’s largest customer, a Tier-1 telecommunications customer in the U.S. There was no other revenue
from customers in excess of 10% of revenues in either period. For the three months ended March 31, 2023 and March 31, 2022, sales to telecommunications customers
accounted for 95% and 99% of total revenues, respectively. For the three months ended March 31, 2023 and March 31, 2022, sales to international customers accounted for
22% and 1%, of total revenue, respectively.

Accounts receivable. At March 31, 2023, the two largest receivable accounts represented 77% and 11% of the Company’s accounts receivable. At December 31, 2022,
the Company’s largest receivable account represented 90% of the Company’s total accounts receivable. There was no other customer that accounted for more than 10% of the
Company’s accounts receivable as of March 31, 2023 or December 31, 2022.

Accounts payable. At March 31, 2023, accounts payable to the Company’s three largest vendors represented 44%, 6% and 5%, respectively, of the Company’s
accounts payable. On December 31, 2022, the three largest accounts payable accounts to the Company’s vendors represented 51%, 3%, and 3%, respectively.

Net Loss Per Share

Basic net loss per share is computed by dividing net loss by the weighted average number of common shares outstanding for the period. Diluted earnings per share is
computed by dividing the net income applicable to common stockholders by the weighted average number of common shares outstanding plus the number of additional
common shares that would have been outstanding if all dilutive potential common shares had been issued using the treasury stock method. Potential common shares are
excluded from the computation when their effect is antidilutive. The dilutive effect of potentially dilutive securities is reflected in diluted net income per share if the exercise
prices were lower than the average fair market value of common shares during the reporting period.

The following potentially dilutive shares were excluded from the shares used to calculate diluted earnings per share as their inclusion would be anti-dilutive:

March 31, 2023 March 31, 2022
(Unaudited) (Unaudited)
Options 140,000 140,000
Warrants 24,122 24,122
Total 164,122 164,122




Recent Accounting Pronouncements

In September 2016, the FASB issued ASU No. 2016-13, Credit Losses - Measurement of Credit Losses on Financial Instruments (“ASC 326”). The standard
significantly changes how entities will measure credit losses for most financial assets, including accounts and notes receivables. The standard will replace today’s “incurred
loss” approach with an “expected loss” model, under which companies will recognize allowances based on expected rather than incurred losses. Entities will apply the
standard’s provisions as a cumulative-effect adjustment to retained earnings as of the beginning of the first reporting period in which the guidance is effective. The standard is
effective for the Company for interim and annual reporting periods beginning after December 15, 2022. Effective January 1, 2023, the Company adopted ASU 2016-13 and that
adoption did not have a material impact on the Company’s financial position, results of operations, and cash flows.

In August 2020, the FASB issued ASU No. 2020-06 (“ASU 2020-06") “Debt—Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and
Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40).” ASU 2020-06 reduces the number of accounting models for convertible debt instruments by eliminating the
cash conversion and beneficial conversion models. As a result, a convertible debt instrument will be accounted for as a single liability measured at its amortized cost as long as
no other features require bifurcation and recognition as derivatives. By removing those separation models, the effective interest rate of convertible debt instruments will be
closer to the coupon interest rate. Further, the diluted net income per share calculation for convertible instruments will require the Company to use the if-converted method. For
contracts in an entity’s own equity, the type of contracts primarily affected by this update are freestanding and embedded features that are accounted for as derivatives under the
current guidance due to a failure to meet the settlement conditions of the derivative scope exception. This update simplifies the related settlement assessment by removing the
requirements to (i) consider whether the contract would be settled in registered shares, (ii) consider whether collateral is required to be posted, and (iii) assess shareholder
rights. ASU 2020-06 is effective January 1, 2024, for the Company and the provisions of this update can be adopted using either the modified retrospective method or a fully
retrospective method. Early adoption is permitted, but no earlier than January 1, 2021, including interim periods within that year. Effective January 1, 2021, the Company early
adopted ASU 2020-06 and that adoption did not have an impact on its financial statements and the related disclosures.

The Company’s management does not believe that there are other recently issued but not yet effective authoritative guidance, if currently adopted, would have a
material impact on the Company’s financial statement presentation or disclosures.

NOTE 2 - PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

March 31, 2023 December 31, 2022
(Unaudited)
Production tooling, jigs, fixtures 71 71
Shop equipment and machinery 3,371 3,371
Vehicles 177 177
Leasehold improvements 390 390
Office equipment 185 185
Software 106 106
Total property and equipment, cost 4,300 4,300
Less: accumulated depreciation and amortization (3,879) (3,762)
Property and equipment, net $ 421 $ 538

Depreciation and amortization expense on property and equipment for the three months ended March 31, 2023 and 2022 was $116 and $135, respectively. During the
three months ended March 31, 2023 and 2022, $113 and $130, respectively, of the depreciation expense was included in the balance of cost of sales.

NOTE 3 - NOTES PAYABLE

Notes payable consist of the following:

March 31, 2023 December 31, 2022
(Unaudited)
Total Equipment Notes Payable $ 205§ 268
Less Current Portion 172 211
Notes Payable, long term $ 33 $ 57




The Company has entered into several financing agreements for the purchase of equipment in prior years. The terms of these financing arrangements are for a term of
2 years to 5 years, with interest rates ranging from 1.9% to 6.9% per annum, secured by the purchased equipment. The aggregate monthly payments of principal and interest of
the outstanding notes payable as of March 31, 2023 is approximately $22 and are due through 2024.

NOTE 4 - LINE OF CREDIT
Credit Facility,

Effective September 30, 2020, the Company entered into a Loan and Security Agreement ( as amended from time to time, the “Loan Agreement”) with Pinnacle Bank
(“Pinnacle”). At March 31, 2023, the outstanding balance under the line of credit was $3,010 and the Company had availability under the line of credit in the amount of $664.
The Loan Agreement initially expired on September 30, 2022, and on November 3, 2022, the Loan Agreement was amended to expire on September 30, 2024.

The Loan Agreement, provides for a revolving credit facility under which Pinnacle may make advances to the Company, subject to certain limitations and adjustments,
of up to (a) 85% of the aggregate net face amount of the Company’s accounts receivable and other contract rights and receivables, plus (b) the lesser of (i) 35% of the lower of
cost or wholesale market value of certain inventory of the Company or (ii) $2,500. In no event shall the aggregate amount of the outstanding advances under the revolving
credit facility be greater than $4,000. Interest accrues on the daily balance at a rate of 1.25% above the prime rate, but in no event less than 3.75% per annum. Interest on the
portion of the daily balance consisting of advances against inventory accrues interest at a rate of 2.25% above the prime rate, but in no event less than 4.75% per annum.

Pinnacle may terminate the Loan Agreement, at any time upon sixty days prior written notice and immediately upon the occurrence of an event of default. Under the
Loan Agreement, the Company granted Pinnacle a security interest in all presently existing and thereafter acquired or arising assets of the Company. The Loan Agreement also
contains a financial covenant requiring the Company to attain an effective tangible net worth, as defined, which the Company attained as of March 31, 2023.

The Loan Agreement obligates the Company to pay Pinnacle a yearly facility fee in an amount equal to 1.125% of the sum of the advance limit.

NOTE 5 - STOCK OPTIONS

The following table summarizes stock option activity:

Number of Weighted Average
Options Exercise Price
Outstanding, December 31, 2022 140,000 $ 5.22
Granted — _
Exercised — R
Outstanding, March 31, 2023 (unaudited) 140,000 $ 5.22
Exercisable, March 31, 2023 (unaudited) 140,000 $ 5.22

Effective July 8, 2016, the Company’s board of directors approved the Polar Power 2016 Omnibus Incentive Plan (the “2016 Plan”), authorizing the issuance of up to
1,754,385 shares of common stock as incentives to employees and consultants to the Company with awards limited to a maximum of 350,877 shares to any one participant in
any calendar year.

At December 31, 2022, the Company had total outstanding options of 140,000, which were carried forward to March 31, 2023. These options are fully vested, exercise
prices ranging from $4.84 to $5.60, and with 30,000 option shares set to expire in December 2027 and the remaining 110,000 option shares set to expire in April 2028.

The outstanding options had no intrinsic value at March 31, 2023.




NOTE 6 - STOCK WARRANTS

At March 31, 2023, warrant shares outstanding were as follows:

Weighted
Number of Average
Warrants Exercise Price
Outstanding December 31, 2022 24,122 § 3.13
Issued — —
Exercised — —
Outstanding, March 31, 2023 (unaudited) 24,122  $ 3.13
Exercisable, March 31, 2023 (unaudited) 24,122 $ 3.13

At December 31, 2022, the Company had outstanding warrants exercisable into 24,122 shares of the Company’s common stock, which were carried forward to March
31, 2023. The warrants had been issued in connection with a July 2020 private placement of shares of the Company’s common stock. The warrants have an exercise price of
$3.13 per share and expire in July 2025.

There was no intrinsic value of the outstanding and exercisable warrants at March 31, 2023.
NOTE 7 - DISTRIBUTION AGREEMENT WITH A RELATED ENTITY

On March 1, 2014, the Company entered into a subcontractor installer agreement with Smartgen Solutions, Inc. (“Smartgen”), a related entity. On January 2, 2022, we
provided written notice to Smartgen to terminate all agreements between the two companies. The termination was effective January 31, 2022, accordingly during the three
months ended March 31, 2023 and 2022, Smartgen did not perform any services for the Company.

NOTE 8 - OPERATING LEASES

The Company has two operating lease agreements for its warehouse and office facilities. An amendment, dated January 31, 2023, to one of its operating leases that
expired on February 28, 2023, extends that lease term for three years commencing March 1, 2023 through February 28, 2026. Lease payments total $2,596, with monthly lease
payments ranging from $58 beginning in March 2023, to $74 beginning in March 2024, to $84 from March 2025 to February 2026. The lease amendment was considered a new
lease agreement and as a result, the Company recognized a lease right-of-use asset and related lease liability of $2,392.

The Company’s second operating lease expires in August 2023. Subsequent to March 31, 2023, in May 2023, the Company signed an amendment to the second lease
extending the term to August 2026. Lease payments will total $1,304, with monthly lease payments ranging from $31 beginning in September 2023, to $37 beginning in
September 2024, to $41 from September 2025 to August 2026.
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The components of rent expense and supplemental cash flow information related to leases for the period are as follows:

Lease Cost

Operating lease cost (of which $28 is included in general and administration and $184 is included in cost of
sales in the Company’s statement of operations for the three months ended March 31, 2023, and $25 and

$150 for the same period in 2022, respectively)
Other Information
Weighted average remaining lease term — operating leases (in years)

Average discount rate — operating leases

The supplemental balance sheet information related to leases for the period is as follows:

Operating leases
Long-term right-of-use assets, net of accumulated amortization of $2,340 and $2,577, respectively

Current portion of operating lease liabilities
Noncurrent portion of operating lease liabilities

Total operating lease liabilities

Maturities of the Company’s lease liabilities are as follows (in thousands):

Three Months Three Months
Ended Ended
March 31, 2023 March 31, 2022
212§ 175
1.7 2.2
6.13% 3.75%
At At
March 31, 2023 December 31, 2022
2,436 $ 240
738 $ 268
1,729 —
2,467 $ 268

Year Ending Operating Leases
2023 (remaining 9 months) 651
2024 858
2025 990
2026 168
Total lease payments 2,667
Less: Imputed interest/present value discount (200)
Present value of lease liabilities $ 2,467

Rent expense for the three months ended March 31, 2023 and 2022 was $287 and $226, respectively.

NOTE 9 - EMPLOYEE RETENTION CREDITS

The Consolidated Appropriations Act, passed in December 2021, expanded the employee retention credit (“ERC”) program through December 2021. The credits cover
70% of qualified wages, plus the cost to continue providing health benefits to our employees, subject to a $7 cap per employee per quarter. Due to revenue declines we
experienced, we qualified for approximately $2,000 of ERC during the year ended December 31, 2021. The Company believes that it has complied with the ERC eligibility
requirements, and as of December 31, 2022 and March 31, 2023, the balance of $2,000 is presented as ERC receivable in the accompanying balance sheets.
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ITEM 2. Management’s Discussion And Analysis Of Financial Condition And Results Of Operations

You should read the following discussion and analysis of our financial condition and results of operations together with our financial statements and the related notes
and other financial information included elsewhere in this Quarterly Report on Form 10-Q. In addition to historical information, this discussion and analysis contains forward-
looking statements that involve risks, uncertainties and assumptions. Our actual results may differ materially from those discussed below. Factors that could cause or
contribute to such differences include, but are not limited to, those identified below, and those discussed in the section titled “Risk Factors” and elsewhere in this report. Our
historical results are not necessarily indicative of the results to be expected for any future period, and results for any interim period are not necessarily indicative of the results
to be expected for the full year.

All dollar amounts are presented in thousands, except share and per-share data and where otherwise noted.
Overview

We design, manufacture, and sell DC power generators, renewable energy and cooling systems for applications primarily in the telecommunications market and, to a
lesser extent, in other markets, including military, electric vehicle, marine and industrial. We are continuously diversifying our customer base and are selling our products into

non-telecommunication markets and applications at an increasing rate. The changes in customer diversity are reported in the financial section.

Within the various markets we service, our DC power systems provide reliable and low-cost DC power to service applications that do not have access to the utility grid
(i.e., prime power and mobile applications) or have critical power needs and cannot be without power in the event of utility grid failure (i.e., back-up power applications).

We believe it’s more efficient to build power systems around the DC generator because it’s simpler to integrate with battery storage and solar photovoltaics which also
operate on DC. Many applications in communications, water pumping, lighting, vehicle and vessel propulsion, security systems operate on DC power only. Many micro-grids
and energy storage are DC based and use inverters to convert the DC to AC.

Serving these various markets, we offer the following configurations of our DC power systems, with output power ranging from 5 kW to 50 kW:

®  Base power systems. These stationary systems integrate a DC generator and automated controls with remote monitoring, which are typically contained within an
environmentally regulated enclosure.

o Hybrid power systems. These systems incorporate lithium-ion batteries (or other advanced battery chemistries) with our proprietary battery management system into
our standard DC power systems.

o DC solar hybrid power systems. These stationary systems incorporate photovoltaic and other sources of renewable energy into our DC hybrid power systems.
®  Mobile power systems. These are very light weight and compact power systems used for EV charging, robotics, communications, security.

Our DC power systems are available in diesel, natural gas, LPG / propane and renewable fuel formats, with diesel, natural gas and propane gas being the predominant
formats.
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The implementation of 5G networks by Tier-1 telecommunication customers in the U.S. has resulted in a significant increase in orders of our DC power systems.
Approximately 64.1% of our net sales during the three months ended March 31, 2023 were of our DC power systems to support 5G networks and 61.4% of our backlog as of
March 31, 2023 are purchase orders of our of DC power systems to support SG networks.

During the three months ended March 31, 2023 and 2022, 95% and 99%, respectively, of our total net sales were within the telecommunications market. For the three
months ended March 31, 2023, 49.5% and 26.7% of our total net sales were derived from two of our largest telecommunications customers. For the same period in 2022, 90%
of our total net sales were derived from our largest customer. There was no other revenue from customers in excess of 10% of total net sales in either period.

During the second quarter of 2022, we received purchase orders from a telecommunications customer in the South Pacific Islands totaling $6.2 million for our DC
power generators for off-grid applications to supply rural areas with broadband services. This order is part of a growing program to develop the telecommunications
infrastructure in this region. During the three months ended March 31, 2023, we delivered $1,120, or 26.7% of our total net sales, to this customer. We plan to deliver the
remaining $1,480 to complete this order within the next two quarters.

We continue to work on diversifying our customer base and are selling into non-telecommunication markets and applications at an increasing rate. In March 2022, we
received EPA certification on our 4Y Toyota engine project aimed at expanding the power range to 35 kW on natural gas and LPG. Our EPA certification of 1KS and 4Y Toyota
engines brings to the market (non-diesel) engines with very low maintenance and high fuel efficiency. In addition to meeting the telecommunications need for larger and more
compact generators our larger models have high interest from micro-grids, peak power shaving, and EV charging.

In May 2023, we announced plans to expand our mobile offerings by upgrading our mobile CHAdeMO EV chargers to the universal combined charging system
standard to reach the mobile EV charging market. We are taking orders for our new line of EV charges and expect to have them available before the end of the first quarter of
2024. Mobile EV chargers are used for emergency roadside service providing a fast-charging solution for EVs that have run out of charge before reaching a stationary charging
facility.

Solar combined with the Toyota 1KS and 4Y engines along with our alternators and controls will offer clean and renewable energy for applications including HVAC,
refrigeration, EV charging, peak power shaving, off grid power, and backing up the grid for home and business. We are actively pursuing these applications which we believe
form the foundation for micro-grids.

We also continue to market our DC generators for the military, advanced mobility and marine markets as part of our ongoing customer diversification strategy. The
military’s increasing use of robotics, drones, and computerization in the field is driving the demand for battery charging with DC generators. Military sales are advantageous
because of their long-term contracts and they tend to cover the cost of product development. Marine sales interest have increased significantly both domestically and overseas
due to the increased performance in comfort and fuel economy. Also, there are increasing restrictions on the use of diesel and gasoline engines in many lakes and waterways
making way for our natural gas and propane operated generators. Using natural gas and propane for home and office charging for electric vehicle and forklifts is still a market
under development. Same is true for diesel mobile chargers for emergency roadside assistance.

We believe military actions of the Russian Federation and its invasion of Ukraine have added considerable to our shipping costs due to diesel fuel costs. However, we
believe the resulting geopolitical uncertainty should increase our military contracts.

Following a 2.5-year delay, we launched the Toyota 1KS series, reaching a key milestone in the Company’s evolution. We just started shipments of the Toyota based
generators and expect production volumes will continue to build as production learning curves lead to efficiencies.

We believe the Toyota prime power engines, when configured into generators, will provide strong opportunities for growth and diversification in line with the
Company’s long-term plan. This engine platform is expected to easily facilitate the shift from diesel to natural gas and LPG (liquid petroleum gas, aka propane or butane). LPG
and natural gas fuel reduce carbon emissions between 16% to 27% and combined with increased fuel efficiency of DC generators and solar technologies emissions become
very minimal. The Toyota 1KS prime power engines have much lower maintenance requirements when compared to diesel engines and the current LPG and natural gas backup
generators from the major brands. The Toyota 1KS engine will be focused on applications in telecommunications, microgrids, EV charging, and CHP (combined heat and
power).

The delay in the launch was caused by several factors, including a challenging hiring market for specialized engineers, and problems with combustion control and
lubricating oil temperature regulation (note that the Toyota engine itself presented no problems), which have been resolved, field-tested, and implemented into engineering and
production. Lastly, disruptions attributable to long lead times for components and availability also negatively impacted the development schedule.

Despite the delay, we did not stop our marketing efforts and are now transitioning from sales contacts to sales, which includes the production of sales literature and
field demonstrations. The launch was planned for 2 years back, and in anticipation the Company has purchased a large number of engines, requiring significant working capital,
but is well positioned to meet anticipated demand. This inventory is expected to convert back to cash as product sales accelerate. As a hedge against the world supply chain
problems, the Company has maintained large inventory levels on critical items.
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Impact of COVID-19

In 2022 and to a lesser extent during the three months ended March 31, 2023, in part as a consequence of COVID-19, we experienced delays sourcing raw materials
from domestic and international suppliers to manufacture our DC power systems. These delays caused us to postpone certain shipments of our product to future quarters.
Delays in sourcing raw materials also impacted our ability to produce our product at targeted levels resulting in higher labor costs and decreased absorption of manufacturing
overhead.

In response to supply chain constraints, in 2022 and 2023, we increased certain raw materials inventory, partly to limit the potential impact of supply chain issues of
raw materials in the near term. We are continuously monitoring the situation of our supply chain and evaluating our procurement strategy and supply chain to reduce any
negative impact on our business, financial condition, and results of operations.

The extent to which COVID-19 may impact the Company’s business activities and capital raising efforts will depend on future developments, which are uncertain and
cannot be predicted.

Effects of Inflation

The impact of inflation and changing prices during 2022 has not been significant on the financial condition or results of operations of our company. Rapid changes in
the global economy may cause significant spikes in inflation which may have an impact in our financial condition during 2023 and beyond. Because some of our contracts are
at a fixed price, we face the risk that cost overruns or inflation may exceed, erode or eliminate our expected profit margin, or cause us to record a loss on certain projects. We
are taking actions to manage the potential impacts of these matters and we will continue to assess the actual and expected impacts and the need for further action.

Recent Business Events
In September 2022, we renewed our master service agreement with our largest customer, a U.S. Tierl telecommunications customer. The agreement included price
adjustments to our products which we believe will help offset the effects of inflation and improve our margins. For the three months ended March 31, 2023, 49.5% of our total

net sales were derived from our largest customer and 49.4% of our total backlog are purchase orders from our largest customer.

Our sales backlog as of March 31, 2023 was $8,949, of which our telecommunications customers in the U.S. accounted for 68%, telecommunications customers
outside the U.S. accounted for 29%, customers in the marine markets accounted for 1%, and customers in other markets accounted for 2%.

We continue to work on diversifying our customer base and are selling into non-telecommunication markets and applications at an increasing rate. In March 2022, we
received EPA certification on our 4Y Toyota engine project aimed at expanding the power range to 35 kW on natural gas and LPG. Our EPA certification of 1KS and 4Y Toyota
engines brings to the market (non-diesel) engines with very low maintenance and high fuel efficiency. In addition to meeting the telecommunications need for larger and more
compact generators our larger models have high interest from micro-grids, peak power shaving, and EV charging.

We believe that Covid-19 will be an ongoing challenge for years to come and to adapt will require us to further globalize our vendors, engineering, and customers.
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Critical Accounting Policies and Estimates

The preparation of the Company’s consolidated financial statements in conformity with generally accepted accounting principles in the United States (“GAAP”)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of expenses during the reporting period. Some of those judgments can be subjective and complex, and therefore, actual results could differ materially from those
estimates under different assumptions or conditions. Management bases its estimates on historical experience and on various assumptions that are believed to be reasonable in
relation to the financial statements taken as a whole under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Management regularly evaluates the key factors and assumptions used to develop the estimates utilizing currently
available information, changes in facts and circumstances, historical experience and reasonable assumptions. After such evaluations, if deemed appropriate, those estimates are
adjusted accordingly. Actual results could differ from those estimates. Significant estimates include those related to assumptions used in reserves for uncollectible receivables,
inventory reserves and returns, impairment analysis of long-term assets, valuation allowance on deferred tax assets, income tax accruals, accruals for potential liabilities and
warrant reserves and assumptions made in valuing equity instruments issued for services. There were no changes to our critical accounting policies described in the
consolidated financial statements included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2022, that impacted our condensed consolidated
financial statements and related notes included herein.

Impact of New Accounting Pronouncements

See “Note 1 — Organization and Summary of Significant Accounting Policies — Recent Accounting Pronouncements” of the Notes to our condensed financial
statements.

Financial Performance Summary and Outlook
Our net sales for the three months ended March 31, 2023 were $4,190, which represents a 13% increase in net sales as compared to $3,709 for the three months ended
March 31, 2022. We experienced challenges sourcing qualified labor which affected our ability to ship more product during the quarter. We also continue to experience supply

chain constraints, particularly with electronic components.

Our total backlog as of March 31, 2023 was $8,949, of which 97% is from orders of our DC power generators from telecommunications customers, 1% from
customers in marine markets, and 2% from other markets. Customers in international markets accounted for 29% of our total backlog as of March 31, 2023.

We plan to continue to expand our customer base in all market segments. We also anticipate that our sales will increase as we overcome supply chain and labor issues.
See “Risk Factors” commencing on page 22 of this Quarterly Report on Form 10-Q for additional considerations.
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Results of Operations

The tables presented below, which compare our results of operations from one period to another, present the results for each period, the change in those results from
one period to another in both dollars and percentage change, and the results for each period as a percentage of net revenues. The columns present the following:

e The first two data columns in each table show the absolute results for each period presented.

e The columns entitled “Dollar Variance” and “Percentage Variance” shows the change in results, both in dollars and percentages. These two columns show
favorable changes as a positive and unfavorable changes as negative. For example, when our net revenues increase from one period to the next, that change is
shown as a positive number in both columns. Conversely, when expenses increase from one period to the next, that change is shown as a negative in both
columns.

e The last two columns in each table show the results for each period as a percentage of net revenues.

Three Months Ended March 31, 2023 Compared to the Three Months Ended March 31, 2022

Results as a

Percentage
of Net Sales for
Three Months Ended Dollar Percentage the Period Ended
March 31, Variance Variance March 31,
Favorable Favorable
2023 2022 (Unfavorable) (Unfavorable) 2023 2022
(unaudited) (unaudited)
Net sales $ 4,190 $ 3,709 $ 481 13% 100.0% 100.0%
Cost of sales 3,435 2,804 (631) (23)% 82.0% 75.6%
Gross profit 755 905 (150) (17)% 18.0% 24.4%
Sales and marketing expenses 333 405 72 18% 7.9% 10.9%
Research and development expenses 346 476 130 27% 8.3% 12.8%
General and Administrative expenses 1,111 1,131 20 2% 26.5% 30.5%
Total operating expenses 1,790 2,012 222 11% 42.7% 54.2%
Loss from operations (1,035) (1,107) 72 7% 24.1% (29.8)%
Interest and finance costs (78) (13) (65) (500)% (1.9)% (0.4)%
Loss before income taxes (1,113) (1,120) 7 1 (26.6)% (30.2)%
Income tax benefit — — — % — —%
Net loss $ (1,113 $  (1,1200 $ 7 1% (26.6)% (30.2)%

Net Sales. Net sales increased $481, or 13%, to $4,190 for the three months ended March 31, 2023, as compared to $3,709 for the same period in 2022. The increase in

sales was primarily due to an increase in sales of our DC power systems. During the three months ended March 31, 2023, our largest telecommunications customer in the U.S.
accounted for 49.5% of our total net sales and our largest telecommunications customer outside the U.S. accounted for 26.7% of our total net sales. For the same period in 2022,
our largest telecommunications customer in the U.S. accounted for 90% of our total net sales. There was no other revenue from customers in excess of 10% of total net sales in
either period.

Net sales to telecommunications customers in the U.S. accounted for 68% of our total net sales for the three months ended March 31, 2023, as compared to 98% for
the same period in 2022. Our international sales represented 27% of our net sales in 2023, as compared to 1% in international sales in 2023.

Cost of Sales. Cost of sales during the three months ended March 31, 2023 increased by $631, or 23%, to $3,435, as compared to $2,804 during the same period in
2022. Cost of sales as a percentage of net sales during the three months ended March 31, 2023 increased to 82% as compared to 75.6% in the same period in 2022. The increase
in cost of sales was primary attributable to a 50% increase in labor cost resulting from 49% increase in overtime wages and having eleven more employees during the period
ended March 31, 2023 as compared to the same period in 2022. Supply chain constraints negatively affected manufacturing productivity levels which also contributed to
elevated labor costs. We also experienced a 30% increase in the cost of materials used in the cost of sales during the three months ended March 31, 2023 as compared to the
same period in 2022. The increases in labor and materials also contributed to the increase in the cost of sales as a percentage of net sales as a result of having a wider product
mix requiring more labor and materials.

We believe our manufacturing facilities are under-utilized resulting in under absorption of factory overhead which negatively affected our cost of sales in the short-
term.
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Gross Profit. We had a gross profit of $755 for the three months ended March 31, 2023, which is a decrease of $150, or 17%, as compared to gross profit of $905
during the same period in 2022. The decrease in gross profit for the three months ended March 31, 2023, was primarily a result of an increase in labor and materials costs
related to wider product mix that required more labor and materials.

Our gross profit as a percentage of net sales was 18.0% for the quarter ended March 31, 2023, as compared to a gross profit as a percentage of net sales of 24.4% in the
same period in 2022.

We believe our manufacturing facilities are under-utilized resulting in under absorption of factory overhead which negatively affected our gross margins in the short-
term.

Sales and Marketing Expenses. During the three months ended March 31, 2023, sales and marketing expenses decreased by $72, or 18%, to $333, as compared to $405
during the same period in 2022. The decrease was attributable to a slight decrease in sales support staff during 2023 as compared to the same period in 2022. We plan to
increase our sales force and increase our marketing and tradeshow activities in 2023 to support our diversification strategy and expand our customer base in all market
segments.

Research and Development Expenses. During the three months ended March 31, 2023, research and development expenses decreased by $130 or 27%, to $346, as
compared to $476 during the same period in 2022. The decrease in research and development expenses resulted from a decrease in engineering staff during the period ended
March 31, 2023. Our research and development efforts during the first quarter in 2023 focused on developing our new 27 kW D.C. power system, our new 4Y Toyota engine
control system, and on product design and customization for our international customers. We plan to recruit additional engineers during 2023 to support new product
developments and our customer diversification efforts.

General and Administrative Expenses. General and administrative expenses decreased by $20, or 2%, to $1,111 during the three months ended March 31, 2023, as
compared to $1,131 during same period in 2022. The decrease in general and administrative expenses during the three month period ended March 31, 2023, was primarily due
to a slight decrease in staff during 2023 as compared the same period in 2022

Interest and Finance Costs. Interest expense for the three months ended March 31, 2023 was $78, as compared to $13 during the same period in 2022. The $65
increase in interest expense resulted primarily from an increase in borrowing from our line of credit with Pinnacle Bank.

Net Loss. As a result of the factors identified above, we reported net loss of $1,113, or $(0.09) per basic and diluted share, for the three months ended March 31, 2023,
as compared to net loss of $1,120, or $(0.10) per basic and diluted share, for the same period in 2022.
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Liquidity and Capital Resources
Sources of Liquidity

During the three months ended March 31, 2023, we funded our operations primarily from cash on hand. As of March 31, 2023, we had working capital of $15,880, as
compared to working capital of $17,367 at December 31, 2022. This $1,487 decrease in working capital is primarily attributable to $119 increase in cash and cash equivalents
resulting from net cash of $1,156 used in operating activities, and net cash of $nil used in investing activities, and net cash of $1,064 from financing activities.

On March 31, 2023 and December 31, 2022, our net trade receivables totaled $3,216 and $2,230, respectively. On March 31, 2023, $2,469 (77%) and $163 (5%)
represented the two largest open customer account balances, while $2,006 (90%) and $119 (5%) represented the two largest open customer account balances on December 31,
2022.

At December 31, 2021, we recognized $2,000 related to the ERC for salaries and benefits expenses incurred during 2021 resulting in a refundable tax credit. The ERC
assist business owners and their employees by providing an incentive to keep workers on the payroll and eligible businesses received a tax credit for a percentage of each
eligible employee’s wage. As of March 31, 2023, the ERC is still being processed by the IRS.

Our available capital resources on March 31, 2023 consisted primarily of $119 in cash and cash equivalents, as compared to $211 as of December 31, 2022. We expect
our future capital resources will consist primarily of cash on hand, cash generated by operations, if any, drawdowns on our credit facility with Pinnacle Bank and future debt or
equity financings, if any.

Credit Facility

Effective September 30, 2020, we entered into a Loan and Security Agreement (as amended from time to time, the “Loan Agreement”) with Pinnacle. The Loan
Agreement was amended by the First Modification to Loan and Security Agreement on October 7, 2020. The Loan Agreement’s initial term ended on September 30, 2022. On
November 3, 2022, we executed the Second Modification to Loan and Security Agreement with Pinnacle for a two-year term with an expiration date of September 30, 2024.
The Loan Agreement, provides for a revolving credit facility under which Pinnacle may, in its sole discretion upon our request, make advances to us in an amount, subject to
certain limitations and adjustments, of up to (a) 85% of the aggregate net face amount of our accounts receivable and other contract rights and receivables, plus (b) the lesser of
(i) 35% of the lower of cost or wholesale market value of certain of our inventory or (ii) $2,500. In no event will the aggregate amount of the outstanding advances under the
revolving credit facility be greater than $4,000.

Interest accrues on the daily balance at a rate of 1.25% above the prime rate, or the Standard Interest Rate, but in no event will the Standard Interest Rate be less than
3.75% per annum. Interest on the portion of the daily balance consisting of advances against inventory accrues interest at a rate of 2.25% above the prime rate per annum, or the
Inventory Interest Rate, but in no event will the Inventory Interest Rate be less than 4.75% per annum. The Loan Agreement also contains a financial covenant requiring us to
attain an effective tangible net worth, defined as our total assets, excluding all intangible assets, less our total liabilities plus loans to us from our officers, stockholders or
employees that have been subordinated to our obligations to Pinnacle, greater than $6,000 as determined by Pinnacle as of the end of each fiscal quarter.

We have an outstanding balance of $2,959 under the Loan Agreement at March 31, 2023. As of March 31, 2023, we had availability under the Loan Agreement of
$664 and we believe that we are in compliance with the terms and conditions of the Loan Agreement.
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Cash Flow

The following table sets forth the significant sources and uses of cash for the three-month periods set forth below:

March 31, March 31,
2023 2022
(Unaudited) (Unaudited)

Net Cash Provided By (Used In)

Operating Activities $ (1,156)  $ (847)
Investing Activities — @)
Financing Activities 1,064 (60)
Net decrease in cash $ 92 3 (915)

Operating Activities

Net cash used in operating activities for the three months ended March 31, 2023 was $1,156 as compared to net cash used in operating activities of $847 for the same
period in 2022. This increase in net cash used in 2023 was primarily due to a net loss of $1,113, an increase in inventory of $1,415, an increase in accounts receivable of $986, a
decrease in prepaid expenses of $777, an increase in borrowings from the line of credit of $1,126, an increase in accounts payable of $794, and an increase in customer deposits
of $643.

Investing Activities

We did not have any investing activities for the three months ended March 31, 2023. Net cash in investing activities for the three months ended March 31, 2022 was $8
primarily due to acquisitions of property and equipment.

Financing Activities

Net cash provided by financing activities totaled $1,064 for the three months ended March 31, 2023, as compared to $60 used in financing activities during the same
period in 2022. This cash provided was primarily borrowings from the line of credit with Pinnacle Bank.

Backlog

As of March 31, 2023, we had a backlog of $8,949. The amount of backlog represents revenue that we anticipate recognizing in the future, as evidenced by purchase
orders and other purchase commitments received from customers, but on which work has not yet been initiated or with respect to which work is currently in progress. Backlog
at March 31, 2023, was comprised of the following elements: 68% in purchases of DC power systems by telecommunications customers in the U.S., 29% in purchases by
telecommunications customers outside the U.S., 1% in purchases by customers in the marine industry, and 2% in purchases by customers in other markets. Due to overall
shortage of commodities worldwide caused by COVID, our largest customers have placed orders with delivery dates up to nine months in the future. We believe this provides
us better control on operational efficiencies and inventory management. We believe the majority of our backlog will be shipped within the next twelve months. However, there
can be no assurance that we will be successful in fulfilling such orders and commitments in a timely manner or that we will ultimately recognize as revenue the amounts
reflected in our backlog.

ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

Not applicable.
ITEM 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our principal executive officer and our principal financial officer, evaluated, as of the end of the period covered by this
Quarterly Report on Form 10-Q, the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act). Based on
that evaluation, our principal executive officer and principal financial officer have concluded that as of March 31, 2023, our disclosure controls and procedures were effective at
the reasonable assurance level. Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of
achieving their objectives and our management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting identified in connection with the evaluation required by Rule 13a-15(d) and 15d-15(d) of the
Exchange Act that occurred during the three months ended March 31, 2023 that have materially affected, or are reasonably likely to materially affect, our internal control over

financial reporting.
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PART II - OTHER INFORMATION
ITEM 1. Legal Proceedings

From time to time, we may be involved in general commercial disputes arising in the ordinary course of our business. We are not currently involved in legal
proceedings that could reasonably be expected to have material adverse effect on our business, prospects, financial condition or results of our operation.

ITEM 1A. Risk Factors

Before deciding to purchase, hold or sell our common stock, you should carefully consider the risks described below in addition to the other information contained in
this Quarterly Report on Form 10-Q and in our other filings with the SEC, including subsequent reports on Forms 10-Q and 8-K. The risks and uncertainties described below
are not the only ones we face. Additional risks and uncertainties not presently known to us or that we currently deem immaterial may also affect our business. If any of these
known or unknown risks or uncertainties actually occurs with material adverse effects on us, our business, financial condition, results of operations and/or liquidity could be
seriously harmed. In that event, the market price for our common stock will likely decline, and you may lose all or part of your investment.

Risks Related to Our Business and Industry
The COVID-19 pandemic has had, and will likely continue to have, a significant negative impact on our business, sales, results of operations and financial condition.

The COVID-19 pandemic has had a widespread and detrimental effect on the global economy, particularly in the U.S. since 2020, but to a lesser extent in 2023. The
repercussions of COVID-19 is likely to continue to have, a material and substantial adverse impact on our results of operations, including a decrease in our sales and delays in
sourcing raw materials from suppliers.

In addition, COVID-19 adversely affected the economies and financial markets of many countries, which may affect our level of indebtedness, our need to generate
sufficient cash flows to service our indebtedness and our ability to comply with the covenants contained in the agreements that govern our indebtedness. In the event of a
sustained market deterioration and continued declines in net sales, and other repercussions of COVID-19, we may need additional liquidity. The need for additional liquidity
may also be affected by the federal government’s potential failure to raise the debt ceiling or correct a prolonged banking or financial crisis. Such disruptions may impact the
broader capital markets, and in turn, may impact our ability to access those markets. We cannot provide any assurance that we will be able to obtain additional sources of
financing or liquidity on acceptable terms, or at all.

The ultimate impact of the COVID-19 pandemic on our business and results of operations remains unknown and will depend on future developments, which are highly
uncertain and cannot be predicted with confidence, including the duration and potential resurgence of COVID-19, repeat or cyclical outbreaks and any additional preventative
and protective actions that governments, or we, or our customers, or our suppliers may direct, which may result in an extended period of continued business disruption and
reduced operations. Any resulting financial impact cannot be reasonably estimated at this time, but we expect it will continue to have a material impact on our business,
financial condition and results of operations.
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Terrorist attacks and threats of war may impact all aspects of our operations, revenues, costs and stock price in unpredictable ways.

The recent special military actions of the Russian Federation and its invasion of Ukraine and the resulting geopolitical uncertainty are likely to have a significant
impact on the European Union, the United Kingdom and other countries, including the U.S. The threat that these military operations may expand beyond Ukraine may have a
negative impact as well. Significant increases in the price of oil and natural gas have occurred and are likely to continue putting additional inflationary pressures on central
banks, including Federal Reserve System (the “FRB”). It is expected that interest rate hikes already announced by the FRB will occur in 2023, but the amount, timing, and
frequency of such increases are not fully known at this time. The Russian Federation has also threatened increased cyberattacks as part of its recent actions which could affect
banks in the U.S. and their customers. Additionally, the United States and European nations have imposed very significant financial sanctions on the Russian Federation,
including targeted sanctions on Russian banks and wealthy individuals as well as halting certification of the Nord Stream 2 gas pipeline. They have denied Russian banks
access the Society for Worldwide Interbank Financial Telecommunications or SWIFT which is expected to slow international trade and make such transactions costlier to
accomplish which could also negatively affect banks in the U.S. and their customers. In response to the Russian military actions, many businesses headquartered in the
Eurozone and the United States have stopped doing business with Russia, which may negatively affect the profitability of those companies. The international turmoil has
already had and may continue to have a negative impact on the stock market generally and, in turn, on our stock price. The full impact of the recent actions by the Russian
Federation regarding Ukraine are not known at this time, but they could have a material adverse impact on our business, financial condition, results of operations, and stock
price.

We have incurred significant losses in the past and we may incur losses in the future, which may hamper our operations and impede us from expanding our business.

We have incurred significant losses in the past. For the quarter ended March 31, 2023, we incurred net loss of approximately $1,113. For the years ended December 31,
2022 and 2021, we incurred consolidated net losses of approximately $5,584 and $1,414, respectively. We may incur net and gross losses in the future. We expect to rely on
cash on hand, cash, if any, generated from our operations, borrowing availability under our line of credit and proceeds from our future financing activities, if any, to fund all of
the cash requirements of our business. Additional losses may hamper our operations and impede us from expanding our business.

We are dependent on, and derive substantially all of our revenue from, sales of our DC base power systems to one customer within the U.S. telecommunications market.
Our efforts to expand our customer base, our product portfolio or markets within which we operate may not succeed and may reduce our revenue growth rate.

We derive substantially all our revenues from sales of our DC base power systems to one customer within the telecommunications market, AT&T. The volume of sales
to them may vary significantly from year to year. Any factor adversely affecting sales of these power systems to this customer or to other customers within this market,
including market acceptance, product competition, performance and reliability, reputation, price competition and economic and market conditions, could adversely affect our
business and results of operations.

In addition, any unfavorable change in our business relationship with our Tier-1 telecommunications wireless carrier customers, or delays in customer implementation
and deployment of our products, could have a material adverse effect on our results of operation and financial condition. Our plans to invest in the development of electric
vehicle chargers, residential and commercial power products and higher capacity DC hybrid solar systems may not result in an anticipated growth in sales and may reduce our
revenue growth rate.

Many of our DC power systems involve long design and sales cycles, which could have an adverse impact on our results of operations and financial performance.

The design and sales cycle for our DC power systems, from initial contact with our potential customer to the shipments of our product, may be lengthy. Customers
generally consider a wide range of factors before making a purchase decision. Prior to purchasing our products, many of our customers often require a significant technical
review, tests and evaluations over long periods of time (i.e., three to twenty-four months), assessments of competitive products and approval at a number of management levels
within their organization. During the time our customers are evaluating our products, we may incur substantial sales and service, engineering and research and development
expenses to customize our products to meet customer’s application needs. We may also expend significant management efforts, increase manufacturing capacity, order long-
lead-time components or purchase significant amounts of components and other inventory prior to receiving an order. Even after this evaluation process, a potential customer
may not purchase our products.

The product development time before a customer agrees to purchase our DC power systems can be considerable. Our process for developing an integrated solution
may require use of significant engineering resources, including design, prototyping, modeling, testing and application engineering. The length of this cycle is influenced by
many factors, including the difficulty of the technical specification and complexity of the design and the customer’s procurement processes. A significant period may elapse
between our investment of time and resources in designing and developing a product for a customer and receipt of revenue from sales of that product. The length of this
process, combined with unanticipated delays in the development cycles and the effects of COVID-19 on our ability to demonstrate our products to current and potential
customers could materially affect our results of operations and financial conditions.
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We do not have long-term commitments for significant revenues with most of our customers and may be unable to retain existing customers, attract new customers or
replace departing customers with new customers that can provide comparable revenues and profits.

Because we generally do not obtain firm, long-term volume purchase commitments from our customers, most of our sales are derived from individual purchase orders.
We remain dependent upon securing new purchase orders in the future in order to sustain and grow our revenues. Accordingly, there is no assurance that our revenues and
business will grow in the future. Our failure to maintain and expand our customer relationships could materially and adversely affect our business and results of operations.

The current high concentration of our sales within the telecommunications market could result in a significant reduction in sales and negatively affect our profitability if
demand for our DC power systems declines within this market before we are able to make significant inroads with our diversification of markets and customers.

Currently, we are predominately focused on the manufacturing, marketing and sales of DC power systems to telecommunications companies. We may be unable to
shift our business focus away from these activities to other potential markets for our products. Accordingly, the emergence of new competing DC power products or lower-cost
alternative technologies within the telecommunications market may reduce the demand for our products. A downturn in the demand for our DC power systems within this
market could materially and adversely affect our sales and results of operations.

We face inventory risk and may be required to write-off inventory in the future.

We value inventories at the lower of cost or net realizable value. If the estimated net realizable value is determined to be less than the recorded cost of the inventory, a
provision is made to reduce the carrying amount of the inventory item to the lower net realizable value determination. Determination of the net realizable value may be
complex, and therefore, requires management to make assumptions and to apply a high degree of judgment. In order for management to make the appropriate determination of
net realizable value, the following items are commonly considered: inventory turnover statistics, inventory quantities on hand in our facilities, unfilled customer order
quantities, forecasted consumer demand, current prices, competitive pricing, seasonality factors, consumer trends and performance of similar products or accessories.
Subsequent changes in facts or circumstances do not result in the reversal of previously recorded write-downs.

If our estimates regarding net realizable value are inaccurate, including our estimates regarding our inventory, or changes in customer demand for our products in an
unforeseen manner, we may experience additional write-downs of our inventory.

The unavailability or shortage, or increase in the cost, of raw materials and components could have an adverse effect on our sales and profitability.

Our operations require raw materials, such as aluminum, copper, engines, electronics, and permanent magnets. Commodities such as aluminum and copper are known
to have significant price volatility based on global economic conditions. An increase in global economic outlook may result in significant price increases in the cost of our raw
materials. In addition, we use Neodymium permanent magnets in our alternators, for which there are a limited number of global suppliers that can meet our standards. Increase
in manufacturing of electric vehicles worldwide can have an adverse effect on the cost or supply of these magnets. At our current production volumes, we are unable to secure
large quantities of these commodities at fixed prices; however, we do have multiple sources of supply for our raw materials to meet our near term forecasted needs. Various
factors could reduce the availability of raw materials and components and shortages may occur from time to time in the future. An increase in lead times for the supply of raw
materials due to a global increase in demand for commodities or other reasons may significantly increase the timing of receipt of such materials and/or increase the material
costs of our products. For example, as a result of the COVID-19 pandemic, we are currently experiencing both delays in sourcing, and price increases of, certain key
components. As a result of these delays, our standard eight-week delivery time has increased to fourteen weeks. In addition, if production was interrupted due to unavailability
or shortage of raw materials and we were not able to find alternate third-party suppliers or re-engineer our products to accommodate different components or materials, we
could experience disruptions in manufacturing and operations including product shortages, higher freight costs and re-engineering costs. If our supply of raw materials or
components continues to be disrupted or our lead times extended, our business, results of operations or financial condition could be materially adversely affected.

The markets within which we compete are highly competitive. Many of our competitors have greater financial and other resources than we do and one or more of these
competitors could use their greater financial and other resources to gain market share at our expense.

If our business continues to develop as expected, we anticipate that we will grow our revenues in the near future. If, due to capital constraints or otherwise, we are
unable to fulfill our existing backlog in a timely manner and/or procure and timely fulfill our anticipated future backlog, our customers and potential customers may decide to
use competing DC power systems or continue the use of AC power systems. If we are unable to fulfill the demand for products and services in a timely manner, our customers
and potential customers may choose to purchase products from our competitors. Some of our larger competitors may be willing to reduce prices and accept lower margins in
order to compete with us. In addition, we could face new competition from large international or domestic companies with established industrial brands and distribution
networks that enter our end markets. Demand for our products may also be affected by our ability to respond to changes in design and functionality, to respond to downward
pricing pressure, and to provide shorter lead times for our products than our competitors. If we are unable to respond successfully to these competitive pressures, we could lose
market share, which could have an adverse impact on our results. We cannot assure that we will be able to compete successfully in our markets or compete effectively against
current and new competitors as our industry continues to evolve.
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Rapid technological changes may prevent us from remaining current with our technological resources and maintaining competitive product and service offerings.

The markets in which we and our customers operate are characterized by rapid technological change, especially within the telecommunications market. Significant
technological changes could render our existing and potential new products, services and technology obsolete. Our future success will depend, in large part, upon our ability to:

o cffectively identify and develop leading energy efficient technologies;

e continue to develop our technical expertise;

e enhance our current products and services with new, improved and competitive technology; and

e respond to technological changes in a cost-effective and timely manner.

If we are unable to successfully respond to technological change or if we do not respond to it in a cost-effective and timely manner, then our business will be
materially and adversely affected. We cannot assure you that we will be successful in responding to changing technology. In addition, technologies developed by others may
render our products, services and technology uncompetitive or obsolete. Even if we do successfully respond to technological advances, the integration of new technology may

require substantial time and expense, and we cannot assure you that we will succeed in adapting our products, services and technology in a timely and cost-effective manner.

If we are unable to continue to develop new and enhanced products and services that achieve market acceptance in a timely manner, our competitive position and
operating results could be harmed.

Our future success will depend on our ability to continue to develop new and enhanced DC power systems and related products and services that achieve market
acceptance in a timely and cost-effective manner. The markets in which we and our customers operate are characterized by frequent introductions of new and enhanced
products and services, evolving industry standards and regulatory requirements, government incentives and changes in customer needs. The successful development and market
acceptance of our products and services depends on a number of factors, including:

e the impact of the COVID-19 pandemic on the global markets;

e the changing requirements and preferences of the potential customers in our markets;

e the accurate prediction of market requirements, including regulatory issues;

e the timely completion and introduction of new products and services to avoid obsolescence;

e the quality, price and performance of new products and services;
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o the availability, quality, price and performance of competing products and services;

® our customer service and support capabilities and responsiveness;

e the successful development of our relationships with existing and potential customers; and
e changes in industry standards.

We may experience financial or technical difficulties or limitations that could prevent us from introducing new or enhanced products or services. Furthermore, any of
these new or enhanced products and services could contain problems that are discovered after they are introduced. We may need to significantly modify the design of these
products and services to correct problems. Rapidly changing industry standards and customer preferences and requirements may impede market acceptance of our products and
services.

Development and enhancement of our products and services will require significant additional investment and could strain our management, financial and operational
resources. The lack of market acceptance of our products or services or our inability to generate sufficient revenues from this development or enhancement to offset their
development costs could have a material adverse effect on our business. In addition, we may experience delays or other problems in releasing new products and services and
enhancements, and any such delays or problems may cause customers to forego purchases of our products and services and to purchase those of our competitors.

We cannot provide assurance that products and services that we have recently developed or that we develop in the future will achieve market acceptance. If our new
products and services fail to achieve market acceptance, or if we fail to develop new or enhanced products and services s that achieve market acceptance, our growth prospects,
operating results and competitive position could be adversely affected.

Natural disasters and other events beyond our control could materially adversely affect us.

Natural disasters or other catastrophic events, including the COVID-19 pandemic, may cause damage or disruption to our operations, international commerce and the
global economy, and thus could have a strong negative effect on us. Our business operations are subject to interruption by natural disasters, fire, power shortages, pandemics
and other events beyond our control. Although we maintain crisis management and disaster response plans, such events could make it difficult or impossible for us to deliver
our services to our customers and could decrease demand for our services.

We are dependent on relationships with our key material suppliers, and the partial or complete loss of one of these key suppliers, or the failure to find replacement
suppliers or manufacturers in a timely manner, could adversely affect our business.

We have established relationships with third party engine suppliers and other key suppliers from which we source components for our power systems. We purchase
standard configurations of engines for our DC power systems and are substantially dependent on timely supply from our key engine suppliers, Yanmar Engines Company
(“Yanmar”), Toyota Corporation (“Toyota”), and Perkins. Engines Company Limited (“Perkins”). Engines from Yanmar, Toyota and Perkins represented 64%, 2%, and 31%
our total engines sold as a component of our DC power systems during the three months ended March 31, 2023, respectively, and Yanmar represented approximately 100% of
our total engines sold as components of our DC power systems during the same period in 2022, respectively. We also use engines from Isuzu, Kubota and, to a lesser extent,
Volvo Penta. In March 2022, we received EPA certification on our 4Y Toyota engine, which is a larger engine model for used on our 20 to 30 kW DC power systems. We do not
have any long-term contracts or commitments with any of these suppliers. If any of these engine suppliers were to fail to provide emissions certified engines in a timely manner
or fail to supply engines that meet our quality, quantity or cost requirements, or were to discontinue manufacturing any engines we source from them or discontinue providing
any of these engines to us, or the supply chain is interrupted or delayed as a result of the COVID-19 pandemic or unprecedented event, and we were unable to obtain substitute
sources in a timely manner or on terms acceptable to us, our ability to manufacture our products could be materially adversely affected.
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Price increases in some of the key components in our DC power systems could materially and adversely affect our operating results and cash flows.

The prices of some of the key components of our DC power systems are subject to fluctuation due to market forces beyond our control, including changes in the costs
of raw materials incorporated into these components. Such price increases occur from time to time due to spot shortages of commodities, increases in labor costs or longer-term
shortages due to market forces. In particular, the prices of engines can fluctuate frequently and often significantly. We do not have any long-term contracts or commitments with
our two key engine suppliers. Substantial increases in the prices of raw materials used in components which we source from our suppliers may result in increased prices
charged by our suppliers. If we incur price increases from our suppliers for key components in our DC power systems, our production costs will increase. Given competitive
market conditions, we may not be able to pass all or any of those cost increases on to our customers in the form of higher sales prices. To the extent our competitors do not
suffer comparable component cost increases, we may have even greater difficulty passing along price increases and our competitive position may be harmed. As a result,
increases in costs of key components may adversely affect our margins and otherwise adversely affect our operating results and cash flows.

A portion of our key components are sourced in foreign countries, exposing us to additional risks that may not exist in the U.S.

A portion of our key components, such as engines, magnets and cooling systems, are purchased from suppliers located overseas, primarily in Asia. Our international
sourcing subjects us to a number of potential risks in addition to the risks associated with third-party sourcing generally. These risks include:

e inflation or changes in political and economic conditions;

e unstable regulatory environments;

e changes in import and export duties;

e currency rate fluctuations;

e trade restrictions;

e labor unrest;

e logistical and communications challenges; and

e  other restraints and burdensome taxes.

These factors may have an adverse effect on our ability to source our purchased components overseas. In particular, if the U.S. dollar were to depreciate significantly
against the currencies in which we purchase raw materials from foreign suppliers, our cost of goods sold could increase materially, which would adversely affect our results of
operations.

The unavailability or shortage, or increase in the cost, of raw materials and components could have an adverse effect on our sales and profitability.

Our operations require raw materials, such as aluminum, copper and permanent magnets. Commodities such as aluminum and copper are known to have significant
price volatility based on global economic conditions. An increase in global economic outlook may result in significant price increases in the cost of our raw materials. In
addition, we use Neodymium permanent magnets in our alternators, for which there are a limited number of global suppliers that can meet our standards. Increase in
manufacturing of electric vehicles worldwide can have an adverse effect on the cost or supply of these magnets. At our current production volumes, we are unable to secure
large quantities of these commodities at fixed prices; however, we do have multiple sources of supply for our raw materials to meet our near term forecasted needs. Various
factors could reduce the availability of raw materials and components and shortages may occur from time to time in the future. An increase in lead times for the supply of raw
materials due to a global increase in demand for commodities outlined may significantly increase material costs of our products. If production was interrupted due to
unavailability or shortage of raw materials and we were not able to find alternate third-party suppliers or re-engineer our products to accommodate different components or
materials, we could experience disruptions in manufacturing and operations including product shortages, higher freight costs and re-engineering costs. If our supply of raw

materials or components is disrupted or our lead times extended, our business, results of operations or financial condition could be materially adversely affected.
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We manufacture and assemble a majority of our products at two facilities. Any prolonged disruption in the operations of this facility would result in a decline in our sales
and profitability.

We manufacture and assemble our DC power systems at our two production facilities located in Gardena, California. Any prolonged disruption in the operations of our
manufacturing and assembly facilities, whether due to the COVID-19 pandemic, equipment or information technology infrastructure failure, labor difficulties, destruction of or
damage to one or both of these facilities as a result of an earthquake, fire, flood, other catastrophes, and other operational problems would result in a decline in our sales and
profitability. In the event of a business interruption at our facilities, we may be unable to shift manufacturing and assembly capabilities to alternate locations, accept materials
from suppliers or meet customer shipment needs, among other severe consequences. Such an event could have a material and adverse impact on our financial condition and
results of our operations.

Our business operations are subject to substantial government regulation.

Our business operations are subject to certain federal, state, local and foreign laws and regulations. For example, our products, services and technologies are subject to
regulations relating to building codes, public safety, electrical connections, security protocols, and local and state licensing requirements. The regulations to which we are
subject may change, additional regulations may be imposed, or existing regulations may be applied in a manner that creates special requirements for the implementation and
operation of our products or services that may significantly impact or even eliminate some of our revenues or markets. In addition, we may incur material costs or liabilities in
complying with any such regulations. Furthermore, some of our customers must comply with numerous laws and regulations, which may affect their willingness and ability to
purchase our products, services and technologies. Additionally, we are subject to laws, regulations and other governmental actions instituted in response to the COVID-19
pandemic.

The modification of existing laws and regulations or interpretations thereof or the adoption of future laws and regulations could adversely affect our business, cause us
to modify or alter our methods of operations and increase our costs and the price of our products, services and technology. In addition, we cannot provide any assurance that we
will be able, for financial or other reasons, to comply with all applicable laws and regulations. If we fail to comply with these laws and regulations, we could become subject to
substantial penalties or restrictions that could materially and adversely affect our business.

Certain of our products are used in critical communications networks which may subject us to significant liability claims.

Because certain of our products for customers in the telecommunications industry are used in critical communications networks, we may be subject to significant
liability claims if our products do not work properly. We warrant to our customers that our products will operate in accordance with our product specifications. If our products
fail to conform to these specifications, our customers could require us to remedy the failure or could assert claims for damages. The provisions in our agreements with
customers that are intended to limit our exposure to liability claims may not preclude all potential claims. In addition, any insurance policies we have may not adequately limit
our exposure with respect to such claims. Liability claims could require us to spend significant time and money in litigation or to pay significant damages. Any such claims,
whether or not successful, would be costly and time-consuming to defend, and could divert management’s attention and seriously damage our reputation and our business.

We could be adversely affected by our failure to comply with the laws applicable to our foreign activities, including the U.S. Foreign Corrupt Practices Act and other
similar worldwide anti-bribery laws.

The U.S. Foreign Corrupt Practices Act, or the FCPA, and similar anti-bribery laws in other jurisdictions prohibit U.S.-based companies and their intermediaries from
making improper payments to non-U.S. officials for the purpose of obtaining or retaining business. We may pursue opportunities in certain parts of the world that experience
government corruption, and in certain circumstances, compliance with anti-bribery laws may conflict with local customs and practices. Our policies mandate compliance with
all applicable anti-bribery laws. Further, we require our partners, subcontractors, agents and others who work for us or on our behalf to comply with the FCPA and other anti-
bribery laws. Although we have policies and procedures, and have conducted training, designed to ensure that we, our employees, our agents and others who work with us in
foreign countries comply with the FCPA and other anti-bribery laws, there is no assurance that such policies, procedures or training will protect us against liability under the
FCPA or other laws for actions taken by our agents, employees and intermediaries. If we are found to be liable for FCPA violations (either due to our own acts or inadvertence,
or due to the acts or inadvertence of others), we could suffer from severe criminal or civil penalties or other sanctions, which could have a material adverse effect on our
reputation, business, results of operations or cash flows. In addition, detecting, investigating and resolving actual or alleged FCPA violations is expensive and could consume
significant time and attention of our senior management.
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We are exposed to risks related to our international sales, and the failure to manage these risks could harm our business. If we fail to expand our business into
international markets, our revenues and results of operations may be adversely affected.

In addition to our sales to customers within the U.S., we may become increasingly dependent on sales to customers outside the U.S. as we pursue expanding our
business with customers worldwide. During the three months ended March 31, 2023 and 2022, our sales to international customers accounted for 27% and 1%, respectively, of
total revenue. We continue to expect that a significant portion of our future revenues will be from international sales to customers in less developed or developing countries. As
a result, the occurrence of any international, political, economic, or geographic event could result in a significant decline in revenue. There are significant risks associated with
conducting operations internationally, requiring significant financial commitments to support such operations. These operations present a number of challenges including
oversight of daily operating practices in each location, handling employee benefits and employee behavior. In addition, compliance with complex foreign and U.S. laws and
regulations that apply to our international operations increases our cost of doing business in international jurisdictions. These numerous and sometimes conflicting laws and
regulations include internal control and disclosure rules, data privacy and filtering requirements, anti-corruption laws, such as the FCPA, and other local laws prohibiting
corrupt payments to governmental officials, and anti-competition regulations, among others.

Violations of these laws and regulations could result in fines and penalties, criminal sanctions against us, our officers, or our employees, prohibitions on the conduct of
our business and on our ability to offer our products and services in one or more countries, and could also materially affect our brand, our international expansion efforts, our
ability to attract and retain employees, our business, and our operating results. Although we have implemented policies and procedures designed to ensure compliance with
these laws and regulations, there can be no assurance that our employees, contractors, or agents will not violate our policies.

Some of the risks and challenges of doing business internationally include:

e the impact of the COVID-19 pandemic on the global markets and the power generation market with the international telecommunications markets;

e requirements or preferences for domestic products or solutions, which could reduce demand for our products;

e unexpected changes in regulatory requirements;

e imposition of tariffs and other barriers and restrictions;

e restrictions on the import or export of critical technology;

e management communication and integration problems resulting from cultural and geographic dispersion;

e the burden of complying with a variety of laws and regulations in various countries;

e difficulties in enforcing contracts;

e the uncertainty of protection for intellectual property rights in some countries;

e application of the income tax laws and regulations of multiple jurisdictions, including relatively low-rate and relatively high-rate jurisdictions, to our sales and
other transactions, which results in additional complexity and uncertainty;

e tariffs and trade barriers, export regulations and other regulatory and contractual limitations on our ability to sell products;

e greater risk of a failure of foreign employees to comply with both U.S. and foreign laws, including export and antitrust regulations, the FCPA and any trade
regulations ensuring fair trade practices;

e heightened risk of unfair or corrupt business practices in certain geographies and of improper or fraudulent sales arrangements that may impact financial results
and result in restatements of, or irregularities in, financial statements;

e potentially adverse tax consequences, including multiple and possibly overlapping tax structures;
e general economic and geopolitical conditions, including war and acts of terrorism;

e lack of the availability of qualified third-party financing; and

e currency exchange controls.

While these factors and the impacts of these factors are difficult to predict, any one or more of them could adversely affect our business, financial condition and results
of operations in the future.
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Cyberattacks through security vulnerabilities could lead to disruption of business, reduced revenue, increased costs, liability claims, or harm to our reputation or
competitive position.

Security vulnerabilities may arise from our hardware, software, employees, contractors or policies we have deployed, which may result in external parties gaining
access to our networks, data centers, cloud data centers, corporate computers, manufacturing systems, and/or access to accounts we have at our suppliers, vendors, and
customers. External parties may gain access to our data or our customers’ data or attack the networks causing denial of service or attempt to hold our data or systems in ransom.
The vulnerability could be caused by inadequate account security practices such as failure to timely remove employee access when terminated. To mitigate these security
issues, we have implemented measures throughout our organization, including firewalls, backups, encryption, employee information technology policies and user account
policies. However, there can be no assurance these measures will be sufficient to avoid cyberattacks. If any of these types of security breaches were to occur and we were
unable to protect sensitive data, our relationships with our business partners and customers could be materially damaged, our reputation could be materially harmed, and we
could be exposed to a risk of litigation and possible significant liability.

Further, if we fail to adequately maintain our information technology infrastructure, we may have outages and data loss. Excessive outages may affect our ability to
timely and efficiently deliver products to customers or develop new products. Such disruptions and data loss may adversely impact our ability to fulfill orders and interrupt
other processes. Delayed sales or lost customers resulting from these disruptions could adversely affect our financial results, stock price and reputation.

The State of California enacted the California Consumer Privacy Act of 2018, or CCPA, effective on January 1, 2020. Our and our business partners’ or contractors’
failure to fully comply with the CCPA and other laws could lead to significant fines and require onerous corrective action. In addition, data security breaches experienced by us
or our business partners or contractors could result in the loss of trade secrets or other intellectual property, public disclosure of sensitive commercial data, and the exposure of
personally identifiable information (including sensitive personal information) of our employees, customers, suppliers, contractors and others.

Unauthorized use or disclosure of, or access to, any personal information maintained by us or on our behalf, whether through breach of our systems, breach of the
systems of our suppliers or vendors by an unauthorized party, or through employee or contractor error, theft or misuse, or otherwise, could harm our business. If any such
unauthorized use or disclosure of, or access to, such personal information was to occur, our operations could be seriously disrupted, and we could be subject to demands, claims
and litigation by private parties, and investigations, related actions, and penalties by regulatory authorities. In addition, we could incur significant costs in notifying affected
persons and entities and otherwise complying with the multitude of foreign, federal, state and local laws and regulations relating to the unauthorized access to, or use or
disclosure of, personal information. Finally, any perceived or actual unauthorized access to, or use or disclosure of, such information could harm our reputation, substantially
impair our ability to attract and retain customers and have an adverse impact on our business, financial condition and results of operations.

Risks Related to Our Intellectual Property
If we fail to adequately protect our intellectual property rights, we could lose important proprietary technology, which could materially and adversely affect our business.

Our success and ability to compete depends, in substantial part, upon our ability to develop and protect our proprietary technology and intellectual property rights to
distinguish our products, services and technology from those of our competitors. The unauthorized use of our intellectual property rights and proprietary technology by others
could materially harm our business.

Historically, we have relied primarily on a combination of trademark, copyright and trade secret laws, along with non-competition and confidentiality agreements,
contractual provisions, licensing arrangements and proprietary software and manufacturing processes, to establish and protect our intellectual property rights. Although we hold
several unregistered copyrights in our business, we believe that the success of our business depends more upon our proprietary technology, information, processes and know-
how than on patents or trademark registrations. In addition, much of our proprietary information and technology may not be patentable; if we decided to apply for patents
and/or trademarks in the future, we might not be successful in obtaining any such future patents or in registering any marks.

Despite our efforts to protect our intellectual property rights, existing laws afford only limited protection, and our actions may be inadequate to protect our rights or to
prevent others from claiming violations of their proprietary rights. Unauthorized third parties may attempt to copy, reverse engineer or otherwise obtain, use or exploit aspects
of our products and services, develop similar technology independently, or otherwise obtain and use information that we regard as proprietary. We cannot assure you that our
competitors will not independently develop technology similar or superior to our technology or design around our intellectual property. In addition, the laws of some foreign
countries may not protect our proprietary rights as fully or in the same manner as the laws of the U.S.
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We may need to resort to litigation to enforce our intellectual property rights, to protect our trade secrets, and to determine the validity and scope of other companies’
proprietary rights in the future. However, litigation could result in significant costs and in the diversion of management and financial resources. We cannot assure you that any
such litigation will be successful or that we will prevail over counterclaims against us. Our failure to protect any of our important intellectual property rights or any litigation
that we resort to in order to enforce those rights could materially and adversely affect our business.

If we face claims of intellectual property infringement by third parties, we could encounter expensive litigation, be liable for significant damages or incur restrictions on
our ability to sell our products and services.

Although we are not aware of any present infringement of our products, services or technology on the intellectual property rights of others, we cannot be certain that
our products, services and technologies do not or in the future will not infringe on the valid intellectual property rights held by third parties. In addition, we cannot assure you
that third parties will not claim that we have infringed their intellectual property rights.

In recent years, there has been a significant amount of litigation in the U.S. involving patents and other intellectual property rights. In the future, we may be a party to
litigation as a result of an alleged infringement of others’ intellectual property. Successful infringement claims against us could result in substantial monetary liability, require us
to enter into royalty or licensing arrangements, or otherwise materially disrupt the conduct of our business. In addition, even if we prevail on these claims, this litigation could
be time-consuming and expensive to defend or settle and could result in the diversion of our time and attention and of operational resources, which could materially and
adversely affect our business. Any potential intellectual property litigation also could force us to do one or more of the following:

e stop selling, incorporating or using our products and services that use the infringed intellectual property;

e obtain from the owner of the infringed intellectual property right a license to sell or use the relevant technology, which license may not be available on
commercially reasonable terms, or at all; or

e redesign the products and services that use the technology.

If we are forced to take any of these actions, our business may be seriously harmed. Although we carry general liability insurance, our insurance may not cover
potential claims of this type or may not be adequate to indemnify us for all liability that may be imposed.

Risks Related to Our Common Stock

Our operating results can fluctuate significantly from period to period, which makes our operating results difficult to predict and can cause our operating results in any
particular period to be less than comparable periods and expectations from time to time.

Our operating results have fluctuated significantly from quarter-to-quarter, period-to-period and year-to-year during our operating history and are likely to continue to
fluctuate in the future due to a variety of factors, many of which are outside of our control. Certain factors that may affect our operating results include, without limitation, those
set forth under “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Critical Accounting Policies” in this Quarterly Report on Form 10-

Q.

Because we have little or no control over many of these factors, our operating results are difficult to predict. Any adverse change in any of these factors could
negatively affect our business and results of operations.
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Our revenues, net income and other operating results are heavily dependent upon the size and timing of customer orders and projects, and the timing of the completion
of those projects. The timing of our receipt of large individual orders, and of project completion, is difficult for us to predict. Because our operating expenses are based on
anticipated revenues over the mid- and long-term and because a high percentage of our operating expenses are relatively fixed, a shortfall or delay in recognizing revenues can
cause our operating results to vary significantly from quarter-to-quarter and can result in significant operating losses or declines in profit margins in any particular quarter. If
our revenues fall below our expectations in any particular quarter, we may not be able, or it may not be prudent for us, to reduce our expenses rapidly in response to the revenue
shortfall, which can result in us suffering significant operating losses or declines in profit margins in that quarter.

Due to these factors and the other risks discussed in this Quarterly Report on Form 10-Q, you should not rely on quarter-to-quarter, period-to-period or year-to-year
comparisons of our results of operations as an indication of our future performance. Quarterly, period and annual comparisons of our operating results are not necessarily
meaningful or indicative of future performance. As a result, it is likely that, from time to time, our results of operations or our revenue backlog could fall below historical levels
or the expectations of public market analysts and investors, which could cause the trading price of our common stock to decline significantly.

Our Chairman, President and Chief Executive Officer owns a significant percentage of our common stock and will exercise significant influence over matters requiring
stockholder approval, regardless of the wishes of other stockholders.

Our Chairman, President, Chief Executive Officer and Secretary, Arthur D. Sams, beneficially owns approximately 43.4% of our outstanding shares of common stock.
Mr. Sams therefore has significant influence over management and significant control over matters requiring stockholder approval, including the annual election of directors
and significant corporate transactions, such as a merger or other sale of our company or our assets, for the foreseeable future. This concentrated control may limit stockholders’
ability to influence corporate matters and, as a result, we may take actions that our stockholders do not view as beneficial. As a result, the market price of our common stock
could be adversely affected.

The price of our shares of common stock is volatile, and you could lose all or part of your investment.

The trading price of our shares of common stock is volatile and could be subject to wide fluctuations in response to various factors, some of which are beyond our
control, including limited trading volume. In addition to the factors discussed in the “Risk Factors” section and elsewhere in this Quarterly Report on Form 10-Q, these factors
include, without limitation:

e competition from existing technologies and products or new technologies and products that may emerge;

e the loss of significant customers, including AT&T and Verizon Wireless;

e actual or anticipated variations in our quarterly operating results;
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e failure to meet the estimates and projections of the investment community or that we may otherwise provide to the public;
® our cash position;

e announcement or expectation of additional financing efforts;

e issuances of debt or equity securities;

e  our inability to successfully enter new markets or develop additional products;

e actual or anticipated fluctuations in our competitors’ operating results or changes in their respective growth rates;
e sales of our shares of common stock by us, or our stockholders in the future;

e trading volume of our shares of common stock on The Nasdaq Capital Market;

e market conditions in our industry;

e overall performance of the equity markets and general political and economic conditions;

e introduction of new products or services by us or our competitors;

e additions or departures of key management, engineering or other personnel;

e publication of research reports about us or our industry or positive or negative recommendations or withdrawal of research coverage by securities or industry
analysts;

e changes in the market valuation of similar companies;

e disputes or other developments related to intellectual property and other proprietary rights;
e changes in accounting practices;

e significant lawsuits, including stockholder litigation; and

e other events or factors, many of which are beyond our control.

Furthermore, the public equity markets have experienced extreme price and volume fluctuations that have affected and continue to affect the market prices of equity
securities of many companies. These fluctuations often have been unrelated or disproportionate to the operating performance of those companies. These broad market and
industry fluctuations, as well as general economic, political and market conditions such as recessions, interest rate changes or international currency fluctuations, may
negatively impact the market price of our shares of common stock.

A decline in the price of our common stock could affect our ability to raise further working capital, which could adversely impact our ability to continue operations.

A prolonged decline in the price of our common stock could result in a reduction in the liquidity of our common stock and a reduction in our ability to raise capital. We
may attempt to acquire a significant portion of the funds we need in order to conduct our planned operations through the sale of equity securities; thus, a decline in the price of
our common stock could be detrimental to our liquidity and our operations because the decline may adversely affect investors’ desire to invest in our securities. If we are unable
to raise the funds we require for all of our planned operations, we may be forced to reallocate funds from other planned uses and may suffer a significant negative effect on our
business plan and operations, including our ability to develop new products or services and continue our current operations. As a result, our business may suffer, and we may be
forced to reduce or discontinue operations. We also might not be able to meet our financial obligations if we cannot raise enough funds through the sale of our common stock
and we may be forced to reduce or discontinue operations.

We do not anticipate paying cash dividends, and accordingly, stockholders must rely on stock appreciation for any return on their investment.

We have never declared or paid cash dividends on our capital stock. We intend to retain a significant portion of our future earnings, if any, to finance the operations,
development and growth of our business. Any future determination to declare dividends will be made at the discretion of our board of directors, subject to applicable laws, and
will depend on number of factors, including our financial condition, results of operations, capital requirements, contractual restrictions, general business conditions and other
factors that our board of directors may deem relevant. As a result, only appreciation of the price of our common stock, which may never occur, will provide a return to
stockholders.
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If securities or industry analysts do not publish research or reports or publish inaccurate or unfavorable research or reports about our business, our share price and
trading volume could decline.

The trading market for our shares of common stock depends, in part, on the research and reports that securities or industry analysts publish about us or our business.
We do not have any control over these analysts. If no securities or industry analysts undertake coverage of our company, the trading price for our shares of common stock may
be negatively impacted. If we obtain securities or industry analyst coverage and if one or more of the analysts who covers us downgrades our shares of common stock, changes
their opinion of our shares or publishes inaccurate or unfavorable research about our business, our share price would likely decline. If one or more of these analysts ceases
coverage of us or fails to publish reports on us regularly, demand for our shares of common stock could decrease and we could lose visibility in the financial markets, which
could cause our share price and trading volume to decline.

We are not subject to the provisions of Section 203 of the Delaware General Corporation Law, which could negatively affect your investment.

We elected in our certificate of incorporation to not be subject to the provisions of Section 203 of the Delaware General Corporation Law, or Section 203. In general,
Section 203 prohibits a publicly held Delaware corporation from engaging in a “business combination” with an “interested stockholder” for a period of three years after the date
of the transaction in which the person became an interested stockholder, unless the business combination is approved in a prescribed manner. A “business combination”
includes a merger, asset sale or other transaction resulting in a financial benefit to the interested stockholder. An “interested stockholder” is a person who, together with
affiliates and associates, owns (or, in certain cases, within three years prior, did own) 15% or more of the corporation’s voting stock. Our decision not to be subject to Section
203 will allow, for example, Arthur D. Sams, our Chairman, President, Chief Executive Officer and Secretary (who beneficially owns approximately 43.4% of our common
stock) to transfer shares in excess of 15% of our voting stock to a third-party free of the restrictions imposed by Section 203. This may make us more vulnerable to takeovers
that are completed without the approval of our board of directors and/or without giving us the ability to prohibit or delay such takeovers as effectively.

Some provisions of our charter documents and Delaware law may have anti-takeover effects that could discourage an acquisition of us by others, even if an acquisition
would be beneficial to our stockholders, and may prevent attempts by our stockholders to replace or remove our current management.

Provisions in our certificate of incorporation and bylaws, as well as provisions of Delaware law, could make it more difficult for a third party to acquire us or increase
the cost of acquiring us, even if doing so would benefit our stockholders. These provisions include:

e arequirement that special meetings of stockholders be called only by the board of directors, the president or the chief executive officer;
e advance notice requirements for stockholder proposals and nominations for election to our board of directors; and

e the authority of the board of directors to issue preferred stock on terms determined by the board of directors without stockholder approval and which preferred
stock may include rights superior to the rights of the holders of common stock.

These anti-takeover provisions and other provisions in our certificate of incorporation and bylaws could make it more difficult for stockholders or potential acquirers
to obtain control of our board of directors or initiate actions that are opposed by the then-current board of directors and could also delay or impede a merger, tender offer or
proxy contest involving our Company. These provisions could also discourage proxy contests and make it more difficult for you and other stockholders to elect directors of
your choosing or cause us to take other corporate actions you desire. Any delay or prevention of a change of control transaction or changes in our board of directors could cause
the market price of our common stock to decline.
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QOur certificate of incorporation designates the Court of Chancery of the State of Delaware as the sole and exclusive forum for certain types of actions and proceedings that
may be initiated by our stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers or other
employees.

Our certificate of incorporation provides that, unless we consent in writing to the selection of an alternative forum, the Court of Chancery of the State of Delaware
shall be the sole and exclusive forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action asserting a claim of breach of a fiduciary duty owed by
any of our directors, officers or other employees to us or our stockholders, (iii) any action asserting a claim arising pursuant to any provision of the Delaware General
Corporation Law, our certificate of incorporation or our bylaws, or (iv) any action asserting a claim against us governed by the internal affairs doctrine.

For the avoidance of doubt, the exclusive forum provision described above does not apply to any claims arising under the Securities Act or the Exchange Act. Section
27 of the Exchange Act creates exclusive federal jurisdiction over all suits brought to enforce any duty or liability created by the Exchange Act or the rules and regulations
thereunder, and Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all suits brought to enforce any duty or liability created by the
Securities Act or the rules and regulations thereunder.

The choice of forum provision in our bylaws may limit our stockholders’ ability to bring a claim in a judicial forum that they find favorable for disputes with us or our
directors, officers, employees or agents, which may discourage such lawsuits against us and our directors, officers, employees and agents even though an action, if successful,
might benefit our stockholders. The applicable courts may also reach different judgments or results than would other courts, including courts where a stockholder considering
an action may be located or would otherwise choose to bring the action, and such judgments or results may be more favorable to us than to our stockholders. With respect to the
provision making the Delaware Court of Chancery the sole and exclusive forum for certain types of actions, stockholders who do bring a claim in the Delaware Court of
Chancery could face additional litigation costs in pursuing any such claim, particularly if they do not reside in or near Delaware. Finally, if a court were to find this provision of
our bylaws inapplicable to, or unenforceable in respect of, one or more of the specified types of actions or proceedings, we may incur additional costs associated with resolving
such matters in other jurisdictions, which could have a material adverse effect on us.

If we fail to maintain an effective system of internal control over financial reporting, we may not be able to accurately report our financial results or prevent fraud. As a
result, stockholders could lose confidence in our financial and other public reporting, which would harm our business and the trading price of our common stock.

Effective internal controls over financial reporting are necessary for us to provide reliable financial reports and, together with adequate disclosure controls and
procedures, are designed to prevent fraud. Any failure to implement required new or improved controls, or difficulties encountered in their implementation could cause us to
fail to meet our reporting obligations. In addition, any testing by us conducted in connection with Section 404 of the Sarbanes-Oxley Act, or any subsequent testing by our
independent registered public accounting firm, may reveal deficiencies in our internal controls over financial reporting that are deemed to be material weaknesses or that may
require prospective or retroactive changes to our financial statements or identify other areas for further attention or improvement. Inferior internal controls could also cause
investors to lose confidence in our reported financial information, which could have a negative effect on the trading price of our common stock.
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We are required to disclose changes made in our internal controls and procedures on a quarterly basis and our management is required to assess the effectiveness of
these controls annually. However, for as long as we are a “non-accelerated filer” under SEC rules, our independent registered public accounting firm will not be required to
attest to the effectiveness of our internal controls over financial reporting pursuant to Section 404. An independent assessment of the effectiveness of our internal controls could
detect problems that our management’s assessment might not. Undetected material weaknesses in our internal controls could lead to financial statement restatements and
require us to incur the expense of remediation.

We incur significant costs as a result of operating as a public company and our management expects to devote substantial time to public company compliance programs.

As a public company, we incur significant legal, accounting and other expenses due to our compliance with regulations and disclosure obligations applicable to us,
including compliance with the Sarbanes-Oxley Act as well as rules implemented by the SEC and Nasdaq. The SEC and other regulators have continued to adopt new rules and
regulations and make additional changes to existing regulations that require our compliance. In July 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act, or
the Dodd-Frank Act, was enacted. There are significant corporate governance and executive compensation related provisions in the Dodd-Frank Act that have required the SEC
to adopt additional rules and regulations in these areas. Stockholder activism, the current political environment, and the current high level of government intervention and
regulatory reform may lead to substantial new regulations and disclosure obligations, which may lead to additional compliance costs and impact, in ways we cannot currently
anticipate, the manner in which we operate our business. Our management and other personnel devote a substantial amount of time to these compliance programs and
monitoring of public company reporting obligations and, as a result of the new corporate governance and executive compensation related rules, regulations, and guidelines
prompted by the Dodd-Frank Act and further regulations and disclosure obligations expected in the future, we will likely need to devote additional time and costs to comply
with such compliance programs and rules. These rules and regulations cause us to incur significant legal and financial compliance costs and make some activities more time-
consuming and costly.

To comply with the requirements of being a public company, we may need to undertake various activities, including implementing new internal controls and
procedures and hiring new accounting or internal audit staff. The Sarbanes-Oxley Act requires that we maintain effective disclosure controls and procedures and internal control
over financial reporting. We are continuing to develop and refine our disclosure controls and other procedures that are designed to ensure that information required to be
disclosed by us in the reports that we file with the SEC is recorded, processed, summarized and reported within the time periods specified in SEC rules and forms, and that
information required to be disclosed in reports under the Exchange Act, is accumulated and communicated to our principal executive and financial officers. Our current controls
and any new controls that we develop may become inadequate and weaknesses in our internal control over financial reporting may be discovered in the future.

Any failure to develop or maintain effective controls could adversely affect the results of periodic management evaluations and annual independent registered public
accounting firm attestation reports regarding the effectiveness of our internal control over financial reporting which we may be required to include in our periodic reports we
will file with the SEC under Section 404 of the Sarbanes-Oxley Act, harm our operating results, cause us to fail to meet our reporting obligations, or result in a restatement of
our prior period financial statements. In the event that we are not able to demonstrate compliance with the Sarbanes-Oxley Act, that our internal control over financial reporting
is perceived as inadequate or that we are unable to produce timely or accurate financial statements, investors may lose confidence in our operating results and the price of our
common stock could decline. In addition, if we are unable to continue to meet these requirements, we may not be able to remain listed on The Nasdaq Capital Market.
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We are not currently required to comply with the SEC rules that implement Section 404 of the Sarbanes-Oxley Act, and are therefore not yet required to make a formal
assessment of the effectiveness of our internal control over financial reporting for that purpose. However, we are required to comply with certain of these rules, which require
management to certify financial and other information in our quarterly and annual reports and provide an annual management report on the effectiveness of our internal control
over financial reporting commencing with our next annual report. This assessment will need to include the disclosure of any material weaknesses in our internal control over
financial reporting identified by our management or our independent registered public accounting firm. We are just beginning the costly and challenging process of compiling
the system and processing documentation needed to comply with such requirements. We may not be able to complete our evaluation, testing and any required remediation in a
timely fashion. During the evaluation and testing process, if we identify one or more material weaknesses in our internal control over financial reporting, we will be unable to
assert that our internal control over financial reporting is effective.

Raising additional capital, including through future sales and issuances of our common stock, the exercise of warrants or the exercise of rights to purchase common stock
pursuant to our equity incentive plan could result in additional dilution of the percentage ownership of our stockholders, could cause our share price to fall and could
restrict our operations.

We expect that significant additional capital will be needed in the future to continue our planned operations, including any potential acquisitions, purchasing of capital
equipment, hiring new personnel, and continuing activities as an operating public company. To the extent we seek additional capital through a combination of public and private
equity offerings and debt financings, our stockholders may experience substantial dilution. To the extent that we raise additional capital through the sale of equity or convertible
debt securities, the ownership interest of our existing stockholders may be diluted, and the terms may include liquidation or other preferences that adversely affect the rights of
our stockholders. Debt and receivables financings may be coupled with an equity component, such as warrants to purchase shares of our common stock, which could also result
in dilution of our existing stockholders’ ownership. The incurrence of indebtedness would result in increased fixed payment obligations and could also result in certain
restrictive covenants, such as limitations on our ability to incur additional debt and other operating restrictions that could adversely impact our ability to conduct our business. A
failure to obtain adequate funds may cause us to curtail certain operational activities, including sales and marketing, in order to reduce costs and sustain the business, and would
have a material adverse effect on our business and financial condition.

Under our 2016 Omnibus Stock Incentive Plan, as amended, or 2016 Plan, we may grant equity awards covering up to 1,754,385 shares of our common stock. As of
March 31, 2023, we had granted options to purchase an aggregate of 140,000 shares of common stock and issued 161,347 shares of common stock as stock-based compensation
to officers, employees and consultants under the 2016 Plan. We have registered 1,754,385 shares of common stock available for issuance under our 2016 Plan. Sales of shares
issued upon exercise of options or granted under our 2016 Plan may result in material dilution to our existing stockholders, which could cause our share price to fall.

Our issuance of shares of preferred stock could adversely affect the market value of our common stock, dilute the voting power of common stockholders and delay or
prevent a change of control.

Our board of directors has the authority to cause us to issue, without any further vote or action by the stockholders, up to 5,000,000 shares of preferred stock in one or
more series, to designate the number of shares constituting any series, and to fix the rights, preferences, privileges and restrictions thereof, including dividend rights, voting
rights, rights and terms of redemption, redemption price or prices and liquidation preferences of such series.

The issuance of shares of preferred stock with dividend or conversion rights, liquidation preferences or other economic terms favorable to the holders of preferred
stock could adversely affect the market price for our common stock by making an investment in the common stock less attractive. For example, investors in the common stock
may not wish to purchase common stock at a price above the conversion price of a series of convertible preferred stock because the holders of the preferred stock would
effectively be entitled to purchase common stock at the lower conversion price causing economic dilution to the holders of common stock.

Further, the issuance of shares of preferred stock with voting rights may adversely affect the voting power of the holders of our other classes of voting stock either by
diluting the voting power of our other classes of voting stock if they vote together as a single class, or by giving the holders of any such preferred stock the right to block an
action on which they have a separate class vote even if the action were approved by the holders of our other classes of voting stock. The issuance of shares of preferred stock
may also have the effect of delaying, deferring or preventing a change in control of our company without further action by the stockholders, even where stockholders are
offered a premium for their shares.
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ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
ITEM 3. Defaults Upon Senior Securities
Not applicable.
ITEM 4. Mine Safety Disclosure.
Not applicable.
ITEM 5. Other Information
None.

ITEM 6. Exhibits

Reference is made to the exhibits listed on the Index to Exhibits.
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INDEX TO EXHIBITS

Exhibit

Number Description

10.1 Lease Agreement dated November 7, 2014 between the Registrant and 354 W. Gardena, LLC

10.2 First Amendment to Lease Agreement dated August 20, 2018 between the Registrant and 354 W. Gardena, LLC

10.3 Second Amendment to Lease Agreement dated November 7, 2018 between the Registrant and 354 W. Gardena, LLC

10.4 Third Amendment to [ ease Agreement dated May 3, 2023 between the Registrant and 354 W. Gardena, LLC

31.1 Certification Required by Rule 13a-14(a)_of the Securities Exchange Act of 1934, as amended, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002

31.2 Certification Required by Rule 13a-14(a)_of the Securities Exchange Act of 1934, as amended, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002

32.1 Certification of Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

101.INS Inline XBRL Instance Document

101.SCH Inline XBRL Taxonomy Extension Schema

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase

101.LAB Inline XBRL Taxonomy Extension Label Linkbase

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase

104 Cover Page Interactive Data File (embedded within the Inline XBRL document)
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SIGNATURES

Pursuant to the requirements 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.

Date: May 15, 2023 POLAR POWER, INC.

By: /s/ Arthur D. Sams
Arthur D. Sams
President, Chief Executive Officer and Secretary
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["Loaaas”}, {colectively lhe "Pariles®, or ndhvidually & “Party™),

1.2(z) Promises: That oo
Undlat 1 \nrms of IHa Lerss, commianil
cated In the City of Cason

1
rtaln partfn of the Project (ns dofined below), Including &1 improvements therets ot ba pravided by Lassor
p known by (he atrdet ddresn of 354 W. Sardena flwd. y
§ . Countyof Lee Angales

SaleciCalifornia

whh zip code 80248 » 23 cullined an Exhibil A alucr.n;

nadata ("Promilsos”™) and ganarally described 1s (descrite beally the nxture of iho Fremlses): an spproximate 2F 2 fh sopare foot

portion ef a larger conc

sebé Eilt-up industrial bodlding

In nddtion 1o Lesses's dighls bs use and
5 biiding Conlaiing [ha Pramisos 8
roal, of exterior wells of Ehe Building or

oespy e Premises ag herehadtes spacified, Lessee ahall hava no-exclushe righla b any ulilty recenays of
fullding jand to the Comman Arens (88 dedned In Poragmph 27 Blone, B ahadT fiot bove any fighta 1o e
any oiner bukdings [n tha Prcjact, Tha Promises, he Buliding, e Gomsnon Areas, Be land upen which Ihey

are lacaded, slng wilh af cther bulcings and |mprevements thereon, 8re healn coleclivaly referrad to as the “Projoct” (See whae Parsgeaph 2)
120} Parking: further identified in  Exhiblt A uessormd vebics parking spaces .- (See aisa Parszrach 2.6)

1.3 Tomm: 5 yaars ond 0

FCammencemant Bate™) and erding J

| _ maeelha {"Odglnal Term") commancing July 1 2008
une |30, 2013 { 1 Date™). (See alse Paragraph 3)

14 Early Poasossion:
H/A

i Ihr.i. Fromises are awalipbie Lesseo may have non-cochilw peasesslan of he Pramisos comeancing
("Early Posssaslon Date”). (Sea dlso Paragraphs 3.2 avd 2.3)

15 Basa Ront; 330
day of gach mmmnﬂqﬁ_ugE;
B 1P s b (5 chichond, hata are peou

1.8 Lesran'a Ehare of ¢

43900 perenonlh {"Baso Rent™), payable on the 15t

t 1, 2008 - {Sen W90 Paragraph £}

afong I dhis Laase for the Base Rent |0 bo sdusted, Soo Paragraph 50

‘nnu'!onam Opérating Expensos: See Addendusm Faragraph 51, pmeeni | “B—

Exhibit 10.1

Losnas’s Sharo’. i
In the e thet he slee of the Fromisps antiar the Prefact ane modied durag the lenm of this Lenss, Leassr shall rocaleulain Lessess Saae 1o
neflect such modicallon
nr Baso Rent and Other Monben Pald Upen Executtan: "
BussRenb$ 43 gog, ¢ foriheperodduly 1, 3018 - July 31, 201§ .
) Comm Opemting Expersos; § MO forthe paree
— S T T O Eecuriy Dopoak™). 500 880 Paragraph &)
(d Othar S H/R 0 e y
o) Total Ducrlpan:m:uuon ofthis Lease: 5 0D, O, B0 ) U= Yv=yz aoj
14 Agroad Use: DEEice, aggenbly, manufacturing, warehouse and distribution of 2

5&.‘%”“.&, equipmant .

. (Baa alae Paragraph E)

18 Inburing Party. Leager Ik ihe “Insuring Party®. {See also Paragaph )

1,40 Rieal Eatsts Brokern
(w) Feopresaniation;
anplicabie boses):

: {Sow alsc Paragiaph 45 and 25)
The follawing mal eatata brskors {ihe "Broker™} and brokarage relolionskips exist iy Ihis transnefion (checs

! Lessar ly ("Lossar's Brokss);
fepreaenis Lostoo axclusivaly {“Loasoe's Broxer); o

]

repaisents bolh Lessar and Losses ["Dual Agency™),

(5} Paymant ta Brak

@ra: Upan exacullon and delvery of this Laki# by both Paries, Lassar st pay to the Brokers tha Lickerage

fie# agreed |5 in a separate weillen agresment for T hese B no =uch agreaman, the aum of o % of tha |olad Base
Rard) far the broierege services rendarad by ta Brokars,

141 Quaranter. The ablgatans of tha Losssn under thio Leaa am s b guorartood by H/ R

: a I {Sow aisa Paragraph 37

1.42 Altachmanis, Aflsched hiorata arg (re falowing, ol of which cansibuls o ool Ihis Lease:
] an Addendum eonslaling of P 50. though 54,
. s plan depicling lhe Premies: BdpE A
O a sitw plan dapicting he Projact;
3 currord et of 9 Rues and Regtatin for Ihe Projact;
;.F cuimenl sl af the Fulns and Raquiaipns adopled by Ihe anars’ assecllion;

Obhee feoms ond clondabmion . Evdab b B
| PAGE 4 OF 47 R
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O awark Latier;
O aher (specit;

Premisss,
21 Loking. Lessar
wpan all of I feems, covonants and
Ihe msckating of the Prem|sos for purp
ahould the ciual size be delernined
2.2 Conditlon. Lesacy
al debiia on the Commancament Da
contracts Seasrked in Peragraph 7,400
alatidenl, plumding, re aprinkdar, ight)
such alamenis in the Urdt, athar then |

roed, beasing walls and foundation af iHe Lin

defined 83 fode urder apateatle slata

nlemanis ghauld maifursicn or ru||vmm:nql.'appmplnnuumwpmd. Lesanr sh

us olhareica prewided In Ihls Loasa,
ran-cemplancs, matunction ar (Al

ondiliena el forth in this Leme, While the appronmots square

ety leases 10 Lessee, ond Lessow hersby leases from Lenacr, (ha Framigas, for the temm, 4l s rantal, End
foologe of i Pramises mey Fave bean g in
rass of compartice, e Base Renl slated harein i NOT ted 1o =5uare foalnge mid b naot sutjas! I acfuiment
be diffarenl, MOTE: Leasss Is advised fo waitly the actusl siza prior to exocwiing this Lonks,

shailldaber ihat porfon of iha Pramizss conlaked within the Euilifing CUniE) bo Losses broo clean snd froe
b or tha Early Popression Dode, whichever fve) scours ("Start Date), ord, 6o fong as e requied sandce
balgw are oblalned By Lasses and in offact williln thirty dloya foliowing Ihe Start Dalo, Wwearrenita that tha audsling
Pg. hawting, verdinting srd 4k condltioning syaioms {"HVAGY, Ibacing coams, sump pumps, If amy, and afl othar
30 conatructed by Lasase, ahall ba n gead sporating condion on sakd date, Iheat the alructural slomerss of (e
sliall be {rec of matadal dofocts, and thal $e Uril does ned eortain hazacdows lavels of ey moid or fungl
wamanly ddils as of the Stadt Dale, or i one of sueh 2yshemE of
48, 03 Lessar's solo obagatian with respect 10 sueh mallsr, ansant
ramptly af%e|roceied of wrilen nolics from Lessas astfing forth with tpouicily tha nalur and exdond of sich
-‘-dl";amql ol Loasar's expanas, The wamanly parods shal bo as folows: 1) & monthg as 1o tha HWAL

=3 | low. i B non-compliance with auch

sysbams, ani (i) 30 daya os ko the

Eyalamne énd othar slamanls of the Unt. I Lessee doas nat ghva Logzos Ihe reguived nolics willin the

appropriake wiTarsy poried, comaction
fxpense [capt for the nepnls 1o B
unloss olherwiee spectied fn wiling, L
ungdis any loan sacured by the Frentzol

&3 Compilence. Loay
with tho bulldisg sedes appleatln laws
cffiec & tho lima thal aach Inprovemd
Pramigis, modidoalions which may be/

0} or be any Mtarations e ULy inslg

dotormining whathor or nok the
acknawladges that past uses of tha
siberdse prsvided, promplly afar
faclify the sama al Lesaoes oxparas. |

of any sueh non-complanca, matunction of failure shall be the obligalion of Lese=e o1 Lessee's solo cosl and
fira aprivkler syslems, roof, foundasiors, andie bewring walls - see Poragraph 7). Loeses also WAnAE, that
=300 I8 unaware of (I} any recorded Netcos of Dataul affectling ihe Bremige: (T} avy dallguant pmcunls due
8 end (i) ary banknoptoy precegding afectng v Prosisas.

pr wamanle Lhat do e bosd of Hs knowiedgs the impravements an he Premigas and tho Commen Areay Sermaly
i COVBNANLS Gr resiiclicna of recoed, reguladiens, and ordnEnces CApplleakls Fequirsmants™) Sai wers i
i, of partion thinsel, was consinucled. Sald waranty does nod apaly B the use 10 which Lesses wil put the
requited by tha Amaricars with Disabiies Act or any simEar lawa ns & raaull of Losses's use {iee Parzgraph
lnllans {n3 defined In Pamgraph 7.3()) made o b be mads By Leases, MOTE! Lensan |s respanaibio for
piicabo Requlrorsants, and espacially the zoalng ara approprints fer Lessec's [nfandad i, and
aem (e may mo langer be allowod, If tha Promizes do not comply with sald wamansy, Lessor shat, exnepd as
pt af wlllen notike tom Lessea seliing forth with epecliichy tha nalme and axlent of such non-comgligncs,
Lasaea dees nol give Lossor willen natlos of 8 ner-compllance wilh this warranky witkin 8 monss Teligwing the
Ml b tha of Lesaze nf Lassas's ok cost and expensa, |f the Appicabls Requremants &

Start Date, comaclion of that
hareaiter changed £a as o requine dud!

A Iha leem af this Losas the constructian of an adiifien 1o or sn alaration of the Und, Premises andiar Bulding,

the remadlalion of any Hazardous

Expondifurn®), Lessor and Lagkas ehal

[2) Subject o Pamgres|
Prasises. by Lessas g compared wily
Coaplinl Expardtive bs required dusing
Ihia Lesse unless Lesacr nodilon Less
differance betanen the sctual oost thee
the uwa of the Premises which raguive

alancs, o tha £ elner pyslesl modification of ihe Unk, Pramizas andlor Buiing ("Capltal
| allacain tha cosl of SLch werk as folows;
}Lﬁ £23(c) bekm, If such Coplsl Expendiures arg requited a5 @ resul of the speciic and unkue uss of tha
(363 by lonarts In genarsl, Lessee shall bo fully responaibia for he ast Irvareal, providad, haweaar, thal if such
o it Ty of Ihis Loasn aed Lhe coat thange! axoesds & maniks' Basn Fanl, Lassen may nalead tarinalo
¥, I weiling, wilhini 10 days aiter recelp! of Leases's lerminglicn natlos that Leesor haa elacted bo pay tha
«d and tha amount equal (o 8 monihe’ Base Ronl, I Lassas elocls tetminatian, Lassee shall inmecinlely cosas
tuch Caplal mmwmsummm-mwg;uﬂm:ﬁmn‘ummlwnm.

Mareaflor.  Sush termination dabe ah I.' heowawer, In no guanl be eadler than The f&st day el Lessen could legaly yifze the Presisns without
n such Capital

[411] It such Caplial : llure B not the resut of the epecific and urlqun use of tha Pmmuuh,muur,;mhga. Gvern reritaiy

mandated aclsmiz modificadons), s =sar ahok pay for such Casilsl Expenditure and Lossog shil anly be 1 pay_gach sanki st

T I T T T ] o ml‘mlmmﬁmﬂmdnuummnmmnmmlldua_mnnmmgcgumam.umﬂrm.gmmun

of such eosts reasanably strbulshls
such Capital Expandtien s roquired
Ns ehare tharsal, Losaoe ghall hawe
writing, wiinin 10 days after meelpt
tamingle, and fale 1o lender e share
until Lessor's shpne of guch costs have
Ihee remaindar of e Lansa Iy not su|
days wiilien notice |5 Leasar.

i) Natnizhetanding th

e Prgmises. Loasoo shall pay Inlecest on the bafanes but may prepey lls obigetion ai any G, If, hawavar,
ng Iha loel 2 yoars. of Pig Lasss or ¥ Lessar ¥ Ehal k Is not Samalble 1y pay
aption to tarmbasle 1hie Lessm upen 60 cmym prios weillen nolice 1o Lesses uricss Lasses rolifids Lessor, in
Leasors lorminalion noiles (hat Lesses wil Fay for such Capial Expenditune. If Loastr does nal einct fo
87y such Capltsl Expendir, Lasvss may agvance such funds and geducl sama, wiih Inlemsd, fom Rent
aan (Ul pad, W Leasce |s unabie 1o france Lessers -P-n.wluhthalane&mhpmntﬁgwmw fee
Frd bolfully reimbuese Lassee an an cfset basls, Lessae shall have tha mighl ta terminale ths Lesso upan 30

8bove, Ihe pueisiors concenng Capial Expendbures ace Intended o apply only in nan-uakskany,

ur , and o A

4. W tha Gapilal Expandiuras e instend WMggared by Lesses aa & feauit of an sctual or propoeed

Rz

“hange |n was, change in intansty of

changed usa of [lensiy of wae andtar)

campdite such Capilal Evpendiune o iy
24 Al

i
o

e, or modiicallon o the Premisos than, snd I Ehal ovent, Losgen ahal
hke guch alher sdaps ns may ba o ¥ ko ellml ma re
Pefl tapenan. Laases shall med heve any dght o teominaso his Lanas,

alther: ) imenedint=ly coaso sugh
for such Captial Expandture, ar (i}

has b sdvised by Lessar andicr By
leolival, HVAS and fire spdnkler sys)
Disabfiiag Azt), and toir Y far

Litana ot (8] 1l has been ghven en oppartunity 1o Inapncl ard moadizn the Pramises, (b &
ters g aelisfy Heel with respect o B8 elze and condiien of the Premises (nchiding but rat Brlled ta the
=, aacuilly, environmental espects, snd cemplance wih Applizable Roqubements 3nd tha Amarleans win
basee's intendad use, (T} Lesses has made sush Invealigation ns B deems nocesssry wih refermncs 1o such

roaltars ard aseumas all teaporalbiy
stz of Ihe Pramises mads by Brodoes
and poy e Rent staed hareln, and ()
reepect I 385 mallers other than ay

promiges of warrnnilas concarming Losde
Irvestinzte ha fnandal capablity nnoval

25 Losage as Priar
prior 10 the Start Cate Leston was tho

—
IHITIALS

harefor &3 tha sama ralaie bo s cccupancy of the Precrilses, (d) It b ot refying on ey repraeestation as o the
Lessor, {ejitha anuara fasage of lhe Fremises wea nol maberdal to Lesaee's ducislan o lones the Pramises
liber Leasor, Lesscr's agents, rer Broiars Pave mads aimy arald or wailten represeniniions o waranties with
ft ferth n (e Leasn. In acddtion, Lesser acknowiodges hats (0 Brokers hawve made no repeserdalions,
o abillly b Bonor the Lense or subablity b ey the Premibies, and (1) It s Losser's scie responsiallly o
aiablity of af propesed tansnls.

Witdtsupant. The warrsndas made by Leasor In
mmar of eccopant of Bva Promisos. In such evenl,

Lil:
A

Paragragh 2 shall b2 of n farca or alfact i immediaialy
Leange shall ba roapansibie for amy nECEsEny comasihe

PAGE 20F 17
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|
work,

" Vahice Parking,|
tha Comman Areas desigrated fror
spacas shall e used for parking by
Lazsar may regulnte the loading ard|
Peemilind Sten Vahicies mey be porke

41 Leanme shat redf g

cLskaTiads, contraclon or iImdisas (ol b
) Léssea shall not g
[ W Losses

nallg, In adetien bo such olher rg L
cesl ghall ba immediately payatin ups

z7 Comman Arens -
exierior Baundary [ine of the Prejact 7
1ne fa Grre for the ganern nom-pxe
cuslatens, conlraciom and |nyieas,
lendscaped areas,

e 1o i by Lessor for parking, Lawsee sha

o in Bha Commen Ares wihoot S pror
ermil ar allew erry vabiciea that beforg fa ar are controllsd by Loasie or Lessee's
| landed, unloaded, o packed in mras eiher (hen thos:
EIVia or ster sy wahicle I tha Cemmen Arsas,
pr aliows any of fo pratibied acililes dascbed In
o remaies (el 1 may have, 1o feime or fow
i damand by Lessar,

Dafinklcn. The e “Gommon Aress® Is daflned
nd Inderor iy racewnya and Inslalations Wity
Hvo uso of Lesaer, Lesses and oiher tanants of tha P
neludlng parking areas, loading mnd urloadlng aea;

Lasaza shall be enflled 5 wae Me numbsr of Parking Spaces specifled b Parsgragh 1.2 on those porilans af
0 not usg more [Arking spaces han eald rorear Sald patidng
cbilas ar plck-un Iwhhmhmﬂ'ﬂnnﬂhdmvohl:h"
Roguiallons s provided in Paragragh 20. Mo wihicias cther than
wtiten pemmisalan of Lasssr. in pcdiion:

ameloyoes, suppliag, shippnre,
o Sndigrated by Leaacr far such scivires,

Wia Paragenph 2.8, than Lesacr shall hevs thia rigit, wilhoul
um!neummamwmnw coal ba Losses, whishy

3 & areas and faclilias cutside the Pramises and win e
Ihee Link g @ praviced aed vedigiated by iha Lagtes from
faject ana thalr rmapociive eMployees, supplars, ehippor,
3, Wash afeas, noals, randuays, walkwmys, drivgways and

28 Commaon Angas
conkracion, cubemem and bvileas,
Comman Arens 03 ihiy exdsd from
tarms of a7y rules and reguistions
Comman Arees ba deemsd fo inchid
permilled only by Fis pelor wriltes ¢
unauteized atornge shall osewr, o
femove he property and charge fha c

28 Comman Arees
and management of e Comman At

1 Lossen's Rights, Lessor

Granis 4 Losage, for |he beneit of Lessoe ard fis Bmplcyans, supplacs, shippors,
wing 1ha lemm of s Loasa, tha rerraxclushs dght s e, bn comman willy thors arttiod 1o sach wite, fhe
o 10 fime, subject b any iights, powars, ard privilages faserved by Lassor Lnder the temma hamel o undr he
cllans goveining the use of the Projset. Undar me chreumitancas shali he fight heratn grantad 1 use ihe
M@ dlght to slors any progerty, tempararly er parmananty, b fhe Commen Aape Any pih sforage shall b
Nl of Lessor of Lessors deskraded agace, which consomt may be reveked ot ANy 0, In the gued ot any
Leasor ahall hava the righl, whheul nefice, i additlsn o sueh Slher rights and ramsdies tha | may hava, Ip
L us-w.muhmtqmllhmmwmemnmw by Lesaor,
ules and Rogulaiions, Leasar or sygh olhar parsonis) ns Ledsor may sppoinl ehall have e exsiaive congl
23 a7 ehall have Ehe righl, Som fime o B, 1o aglablsh, medity, amand and enfomee reasenabin ndes and

regulstions [*Ruloa and
the peaseration af geod ordar, as we!
agrons o ablds by snd panferm ba all
caniratian and inviiess 10 5o a5k an
cihar denants of the Projacd,

240 Common Amas -

(] Ta make changp:
drviweys, entmancas, parking #paces,
ullily racesways;

] Te dase lomporar]
avnlakble;

-] Tir dusignabe oihe

(1] To add adfenal i

i) To use the Comm
Iheraaf; snd

] Ta do argd parfony
Lissor may, In the exercizs of acund b

3 Tearm,
at Term. Tha Cammy
3.2 Early Possnaslon,

Premigas boing availsbie for lich posg

4N Rudea and Reguiations, and shall use s baat ffo

[hangos. Lassar ahail have the

) for fha e uw.mmdqummuammhpmmmﬂunm-w
88 £ar the comvarionca of elher acoupants o lananis of (he Buiiding ard tha Prefuct and Ihair invtees. Lossse
h i 1o calse He smplayons, suppisre, ehippam, cuslomars,
i esnlorm, Legsor shall nol ba reaponsisle s Lesses Eor tha nen-compllancs vilh sald Mudes Aand Regudations by
right, In Leanar's wole diacralion, fram feng ta time:

husting, witheed Ninltation, changes i mhe lucation, size, shaps and number of
direcon of taile, raumadmuwmyum

lo e Cemmon Amse, e
packing nrens, loacing snd unlosding areas, Ingress, egress,

BEoeds to the Premisas ramaing

yarqe:ud'lhljrommnmhr I 50 long &
land MhmuhﬁmﬁhMJmncrmCmmm
ulidings und Impeovements bo tha Comman Aeas;

nmamﬁqnnwodlnI'HNMmmrmmmlu.nwmmlnﬂsunmhhpmﬂ_u|rpypuum|

such othor pels and make such oihar
Uit [udgrient, desm bo ba &

mwhbwmlnrewlbﬂm&numnkauﬂﬁwm

ncdiment Qale, Explnation Dute and Ouiglnl Term of iy Leasa arg A8 peciind ln Parsgraph 1.3,

Any pravislan hacely gracdng Lesses Eiify Possesalon of e Premises Is aublect 1o and condllioned upon the
Reslon pelor to bha Coammenzement Date, Anty grant of Early Posseanion anly conues 3 o

T Py DETTHEE T FremBas prr i tFed Commaricemand Dads, e abllgation to pay Bass Rent shat b

baled for the paried ef sueh Eary P
E.‘mvnun.ﬂ.muon«alh'\g Expanses, Ry

1. AN ofhar laema of thip Leasa (reluding but pat Bmited i the: eliligations o pay Lassas's Shag af
Ml Propecty Tixes and inturance prembums and ta maintsin the Pramisas) shal be b effoc| during sich period.
ot th Espiralian Daga,

Ary such Epily Fosseasion shall pat af
a3 Dalay Ia Posensn
Lesaee by the Gommancemerd Datn,
Fabdity tharafie, nor shall such Talkya
o perfarm Es alher sbigations unlll Le
anfjeyed shal i from (he dale ef daotw
hareol, b minua any days of delay car
Dale, 03 e same may be axtended
Faya after e end of auch 60 cay pad
wiillen Actiee Is nol meshed by Lesss
difivevied withia 120 days &fler tha Cams
I waiting.
Legeon .

¥

der tha taeme af sy Wk Latter execused by Paitiée, Losses may,
o0, cancal this Leass, In which evant Ihe Partias shaf be d

% Wi 8ald 110 day period, Losiee's right o cancal shad Bevminata,
T|ariainent Date, thiy Loase shed leminats ufiless olher agraaments am

&l fls aplion, Wnﬂﬂul‘nmﬁnﬂl’dﬂhﬂl

from all el - Woweh
I pasaession of Mo Premisgs ks -]
reached between Lossor ead Lasaes,

a4
shligation to provids evidance of oy
cigations wdsr Il Lease fram and
Pensing receipt of sueh evidence of Ing

Lessar shall not ba required to ender pogses sion of tha Framises T Lessee uslh Lasses comglies wih lis
dnce (Parsgragh 8.5, Panding cellvery of auch wvidence, Logsee shall be raquired b3 pertom off of i
plter e Start Date, lncisting the paymant of Rem, rotwlinatandng Lassors sleclan 1o wilbhold passsagien
s, Further, If Lesses s requined 1 perzam any oliir condifona rer Lo or coneumsn] wilh Ihe Szart Data,

thae Start Do shal eeeur bul Lesaer may alec) I wiheld pospegeicn unsl such condillons ara salisfad,
4. Rand,

4.1, Fent Dofined, A1 fonotary obipaticns of Leases ta Leasor urdder Lhe berma of this Laasa (emcapt for the Sopusmy Doposk) ane
deemad fa boreal (*Rant”).

4.2 =1 A O g Expavises, Leosses sha¥ pay 1o Lassor durng the ferm har!uf.m!d‘dhun'nwnunm Leggan's
Share (83 spacified iy Paragreph 1.8) of 8l Comman Asea Operating Expenses, s harginafer defined, dwing each calendar ynar of iha barm of ihis

Lansn, In accordants with e faliemengy
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4ay T falowing coq13 ralating 18 b amaritip end opareticn of the Praject ore dafed s "Common Araa Dporsting Expanmos™ ;
o i A P 5 - d " kot
it P
(mas. FPSA T | gy
greph-{ntly
L The " o A o— Bl
s gparking T W
ek " | i B Srsianih Rohi o o
¥ T f
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CaminAas-GparsingExpenss: Lasss thal Bt riponaitly for foo brash, wiiibles, tabcommusizatisng, firs stingulatng systoms, Mo alarm malrtenana ard
claaining of th Prestiess bicludng Lassoctadssignutad yard arsa por BHE A b the senb ef vandabee of the pctartor ef th Praziion, Lassor eiall ba reseslble o
repalr ang damagss. In the avene vasdalah securs dus mmﬁqmwwt&tmwmmdmﬂummnwm Ea Fopalr asy damagas.

[5] Any Comman Are Operaling Exparaes ard Rnal Prepesty Texes Ihat are specilcsty avibuestis 1o the Urdt, sha Buiking er in any
clhar Euilding in the Frajec] or b the bpenaticn, repair and mainlenance (hereol, shall ba allocnled ariraly to such Unll, Bullding, ef sihar bulding.
However, any Commen Area Oparaling Expensas ard Resl Progecty Taes thef ars net spedifically slifbutabie to the Bulding o o any olher building
10 Iher aparation. repair and mainlendres thereof, sha b equitabiy alecaled by Lesacr to nll bubdings in he Projecd,

=] The Inglusicn of e improvemsnls, feclities and sardcss sa forth In Subparageaph 4.2{a) shall ol be desmed b impase s
otikialion wpan Lesser to cmar Rinve [sald improvamants o faclliles cr 1o provide Moss denicas Uiess the Projes! akeady hag (he same, Lessor
aready providas the sendoes, or Lespor hag reed elbewhiere In Ihis Loate 42 provide ha sama o Esme of them,

1) Leasee's Shack ol Common Ared Opatating Expenses s payabis morftnly on fha seme ity 24 the Buse Rort by dus hareunder,
Tha amaun! of such peyments shall bh ba annnﬂuﬂmladh-mlmemcpmnme-u. Witfiln B0 doya afer writien
requesd (Bul not mone (NER oAca e Leseof ahell defiver 1o Lesses o reaganably delalled sialement showing Lessea's Shora of the st
Comman Ares Crerallhg Expenses fof the procn year. If Lesses's paymants durtyg auch vesr axcesd Lessed's' Share, Lessor shall cradt the
amiunt of such over-payment sgeinal [aased's wknamzm. If Lessee's piymenla durlng such yewr wits fess. than Lesand's Shorn, Lessoe ghall
e 40 Leascr the amount of the deficks| 1y wilhin 10 days afior dabuary by Losser s Lessee of the statemsnt.

1) Gemenen Area Opbrating Expanaga shall net includs thy coat of replacing it o capital comperinls sech as the raal,
Tourdalions, exeder wally e Commen Ama capllel knpravemanls, such as the parking ja paving, elevalors, fences thal have a vssfl e for
Rectunling porposes al 5 yoare of song

(] Commen Aaa Opdrating Expenoen shall nol hduwmmmpuuh-rmy lenat dinectly ta thind panies, or a3 bo which Lagier
Is atheredss folmbasod by ary ind pardy, cther beaani, of Insurancs proceeds,

43 Payment. Lessoo|shall cause payment of Rant io be recshed by Lesser ini lnwiad monay of the Uniled Slales, withoud olfssl or
cocuiglion [excopt &8 specicaly pacmb| o ¥ this Leaso), on or before the day on which I |s dua, A1 measlary amounis shall be reundsd (5 S nasnesl
whole deflar. In tha ovant thet nny " of Involoe prephned by Lesser fa Inacoumlg gich Inaceuracy nhall pot conslitule & wilver 45 | stnee ghan

¥ BT hmnnfmknkforhnllunmﬂ.ﬂclhndarmmhuhnnh
pramted hugsd upcn dho actusl rumbat|ef deys ef sald manth, Fayment of Rent shall be made to Leasor at s cidiean staied nerain or b sush othar
Inarions or place s Lasgor ey from (i & 1o lime deslgnale In wallng. Accapiancs of @ paymant which s lcuﬁuﬂuamllmnmm.!uua
veabver of Logeors ights ko [ha bolnncs |df such Foend, regardiess of Lessor's andersemant of any check 2o Slaling. In iha evers thal ary cheek, drafl, of
cihar irtruman of payment given by Lj |mmmiwadkmdhmymm.LnsmmumnwwLeaa:rllumnis?slnndwmhnm
Late Ghargn and Lesaer, at its epian, fry faquirn all fulure Ren! be pald by caskiors chagk. Pammlmwwnmthmmdmmmum

aflomnin's feps, sosond bo mecnoed | L:ihen 1o Bnse Ront and Cammen Ama Opemiing Expenses, and any nafmalning amout 1g ary e
outstanding ohargss o cosls, |

.5 Sacurity Daposlt. Ladsce shaT depash with Lessor vpen exeutian hereof the Seouwily Degosli as sscurity for Leases's iairid pestormance
al i abilgatians under lhis Laasa, If e falia to fay Ferd, or oiharetae Deleuts wrder ts Leass, Lezzar may vas, appiy o relain il or ry poriion

of sald Sacurily Deposk for the Bn of Gy amaunt akeady dun Leaser, f2r Renls which will ba due In ihe futwe, and! or o redmbursa or
campaneale Lesior for any Pshilly, e irite. loss or damaga which Lessor may suer af nour by reason tharecd, If Lansar ysos ©f BPRIRE Al or any

Lessor, depos sdd¥%nel monlen witry -E550r 3o that tha tnlal amount of dhe Socurity Dieposit shall 6l &1 tmes bear I sama prepertien 1o tha
Incrensed Basg Rerd a5 oo by Suciesy Dapesit bero 1o he Inilsl Bage Rend Should the Agreed Usé ba amendad 1 sccommedate 4 metar
changs in the buskhess of Leases ar 4 . pesommoddle & sublessan or assignes, Lessor shall kave e fight 1o increasa e Securmy Depeei 1o the
exten! necesady, In Lesser's reasabalfudgmen, 1 acotunl for any ineransed waar and 18ar ihal (e Fremises may suffar a3 a resul Mgcual, o
ehangs in covitiol of Loases oomum durng this Lesssl and fillowing auzh changs he: fancial condon of Lesse bs, In Lessors reasanatia fudgment,
algnifizanily reducad, Lesses shal :h:rnﬂ such eddillanal menfes with Lessor as shell be PuMlicient lo cavsa the Securiy Depcall to be ot &
cemmerclally reasonable level baaed on aueh change In fnancial condilion. Lessor shal rot be requined o keep ihe Seculy Danast separats from s
feneral aocounts, Within 80 days afier expliation or lamningtian of 1his Leats, Lensor ghall rotum that portian of the Sesurlly Depost nol used or
Appied by Lessor. Lessor shal ppan reques| pravide Lessan with en accourding showdng how Mt Fortlon ef the Securty Dapasit ivat was net
refumad vas gapled. Mo pad of the ¥ Bapasll shall be eonsidersd 1o Be hekd In Irus2, to bear kilerest of In beﬂr!pa'pmanrh'lnymnnlnh ke
Paid by Losses urder this Laasn, THE] URITY DEPOSIT SHALL NOT 85 USED BY LESSEE I\ LiEy CF PAYMENT OF THE LAST MONTHS
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RENT,

&, Uaa.
i [:A Use. Lessge ghill e ard ooty the Prmisss anly for the Agreed Uas, or any cdher jogal uze which |3 resscnably camparabte
Wnaréle, and for no oihar purposa, Ligaos ghall mesiuae or permil the Lao of the Premilses in & mannar @at bs eelandul, cresies carmage, waals or g

anca, of Bl dislurke cocupants
shall it kaep o allow i the Premisd
request for @ modification of iha Agra

or proparties. Ohar than gulda, algnal ond ageing oye dogs, Lesses
oy pats, ankmals, birds, fish, or regtics, Lessar shall nal unreasonably wilhheld or delay He consent 1o BT
Uen, 5o leng o8 the sarme wil met Impair Ihe sinaciusal Indagrily &f the Building o the mechanics! or alocies

prcauses domage b nelghbedsg pramiog

YSIDMA Eherein, andlar ls not sigem
Nn!alglvnuﬂlmnm:wmuﬁnm
oz Hazardeus Sutintg

which nollca shal Inchsda Bn axpls
NGO,

MBee Bfdariscma i e Project. If Lassor siscts 1o withold censenl, Lukeor ahall winin 7 gays afier sucy
nation of Lesscrs abjections 1o ;e ehango n ihe Agraad Use.

8 o
lu!xl.lnm, or waba whose presencd,
expaeied b b on he Premises, (s off
& mankared by any govemmirtal auth
siglute er comengn Vi thecry.
Procucts, byproduchs or fractiang
Hazardous Substances wilhou! e
Rofuikements. "Roportable Uso" shg
alorage, use, imnapoitation, ar diapos
businean pan bs requied fo be filed v
10 fehich ary Requl
Hotwlihatanding B faregalng, Lerass
Agreed Use, erdinary offien sup,

iance with all Appi Rogqul

n Usos Rogiilre Consent. The lerm "Hazardous Subsancs™ as used Iy this
use, manufachur, deposs, Pansportetion, er refgads, alther by ksalf o ky
PR () petontlaly injurous b the public heallh, afety or wallam, the erdranm,

wpﬂwmhenmmntnftmmmdmmfycwnmmue

MAy Use ary crdiany and custamary malartals rezsonably
~oples loner, il paper, glus, abe) and coemimaon hows:

Lease shall masn any produe:,
comsination with athar materipy
e or I Premisgs, 1) ragulsiad

s00 @xpenas) wiih all Appikcanie

mean (I} ke Insinllsdion or wo of &y abowe e below ground sletage tank, 1) he fereralien, posanssion,

ehald clapning mateists, 20 bag o3 such uso b in
tipoza the Pramlacs or rlghboring praperty io any masaniaglul

sk of cantaminallon or damage or ex]
recilving suzh addtenal sswrances g
damage, eerteminasion, Injury andicr i
protocthm modiications (such as coner
Ciuty o |
poited In, on, Lider o Aboud the B
o Leasor, and provide Lessor wi
ariouy Substance,

]
wider, of about the Pramises (ingtadid
fpslizabla Requiemants and take af |f

L
bn ]
Iac)

Hax

"

Lossoe Remadiation,

vmalijatery andior remedial neise reasanabiy recammendad,

[0 any Repodable Usa upen

118 ereasemants) andicr increesing e Sscodty Dapoall,

arer'Logsor. If Lessna krowa, or has ressenable couse s believe, hat n Mazardeus Subsianee hes cornn lo
milies, clhar than ag preously consenled fo by Lessar, Lesany ghai] I-'nmdl.n'.ah-gn witlen notice of sues
& oy af &y mper, nales, clim or other deeumeniation whih || has sancering the presenca of such

Lesses shall not cause or peemit any Hazarda
Thraugh the pumbieg or senfary sewar Fyalerd) and ahal

us Substance 10 ba splled or miasged I, an,
PUmplY, af Leasan's expento,comply with ail
whelher ar rof formslly ordered o ragquined, for

d
pe

the cieanug of amy of, ary
falbriaty conldbutad 1o by Lesaes, cr
of for Leasos, o any thied perty,

| (L] Lesaes Io
deaser, I ary, harmsss from snd #aing
=nd conguliants! foes ersing out of or

fewavar, Ihat Lagsen shull have no Datity u

Treet anean ouleide of the Preject not
curtf-nmuunn or Ifury to porsan, p

P
LLeszor and Lasean shall roleas

areta
.

demnificatian, Losas= shal Feedemntty, defend nnd hold Lagsor,
L

Heh, securly andiss monltonng of the Premies ar naighbedng propertios, thal was caused or
oeem of this Leass, by

for tha
rtaiing 6 or invohing ary Hazardous Subsiones brough i the Preentsas during the |

18 agerts, ereioyaes, lenders ang ground
unull‘lm of ranls andor damages, Fabdisas, Judgmanls, elsims, expenaes, panaitlas, png hameys'

any Hozardtus Subsianes brought et the Framisss by of for Lasams, ar any ty paity (oiovidsd,
1.hI Leasa with respest 1o ) of any | LEY] et e Presyilies
conirizuted Io by Levses). Lessas’s ochigatans sholl Inzlide, Bt nol ba Amitod o, te oMacls of any
iy of ihe efvksnment croaled ¢ auflerad by Lessss, and the cost of Imesliation, rmesd, ramsctaticn,
1ha explation o temminalion of this Leass. Mo 3 of tideaae anbered
Lessen fram s ohigatins undir ths Loasa wilh ragpoct to Hezardous Sibaloncos, unlegs specifically so

Uy Lomacr b writing af the e of such Bgraomant,

on. Excap! as cthendse provided In paregraph &7, Lassar and s succossers and &saigns skail

il

|
Endemnity, dofond, rimiurse arg nosg

e sl of remediation, which sufterodias & dioel

caused by I gross neglipanca or wilk

emplzyded and lenders, harmiess from and Against any ard ofl amdranmental damoges, Inchading
resul of Hazardon Subslances on the Pramiges priar 1o Lessoo Inking possession or which srg
Lossar's ckiigallona, o afd whan requingd by the Appieabia

ftacerdusd of Lasacr, M agorts or empioysaa,

Retremarts, shal inztuge, Eut not 4 1, (e cosl of kwesiigatan, removal, andize , and shal survéee the
epiration of fermination of ihis Lopsa,

i I and R Lexacr shall rataln the respensibilty and pay for sey Iveasigallons of remedialion
MeASUIaE requied by govemmental srias having Judedielion wih raspec! lo the axs af b an e Promiget pror o Lessas
tmiing lon, uniees such mensure by ragubed a3 8 rosud of Lagess's was {ncluding “Alleratiors®, na dafirad In patagraph 7.908)

below) of he Prembes, in wich aeent
ol Ledacr, Ineluding afowing Lessar ene
I nnd remedial

Fanas ahal b esponsible for auch pammenl. Lesses shall cadpeiate faly In any siuch acthiilas at ! rbquest
Lesacrs agents o have reosonatie sccess 8o (he Fremises ol rongcnabie imes b OrCie 10 c2rTy Oud Lessors

i Lemzor

Condifion (aes Paragraph 8.1(e)) aire dwing the tam of this
ks the InvesSgation and ramediation hareaf rasiired by the

Lenag, unloss Lesses 16 legally
Appiicable Regquirements and this Lepes

hall confinus In ull fercn and edfact, hﬂalﬂmhmmﬁnhunﬂrptuwﬂpﬂmmﬂunnmnh 13,

Les \f My, ol Leasor's aplion, eitter |
Lesacrs axpanza, in which event his Ly

limes tho S mocttly Base Rent or $1h:

gz and remactate such Hazardpus Subslance Conrdlign, If fequined, as BOON &8 reasonsbly posstie at
90 8l cofitinu s full feves and effec, o (1) If the stinated cost e remedlale such condlion enceads 17
0,000, whistisver Is greater, givo wiitten nolica tix Lesgen, withiy 30 days ofier recel! by Lagser of knowdedgs

af tha cocumence of suth Hazardous

e Condilion, of Loger's dasing do berminate this Lease ag of the dats 80 days folawing W cab e such

motles b b avent Lessor alecls fo
commimet i pay Lhe amount by which

te o fomminsllon rolice, Lesses may, wilhin 10 days thareafer, glva weillen notice Io Lasanr of Legson's
My cost of Fia of such | ncamﬂlnnmeedunmmlmuummlmm
I8 grealer, Lesane shall provioe Lessor wilh sald fungs of Sefisfasiory assurance Besenf withia 30

Ihen manthly Eaas Rert or $100,000,
cays Tpliowing sueh commitmant. fn oy
05 800N a5 ressenably possitie aNor the

=

Bvan, thie'Leage shall continug dn full Tore and affsct, and Leasor shafl Frocaed lo maig such remockalion
Bquined funds aro avalakla, ¥ Lessen doos not ghve such natice ang provide B required funds of assuTanse

Mensal wibin the tms prowided, this Laase shall bereingls a8 of e dale spedifad In Lacears nelica of taminatian,
a3 Lasaes's C with R Excapt pa chianwise provided In this Loase, Lessps shal, ot Lasseq'y
: sy QU G
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sole expense, fuby, diigenty and In |
Insurnrce undemwriier ar roting Bussa),
wilkaul regard ta whethar sakd Applicat
recaipt of Lassors woilien requast, [
compiiance wilh any Appdoabla Roqul
cocumants invobvad) of any

remants apsdfied &y Lessor, and shall Immodlately upen receipt,

Umsely Manner, malertsly comply wWith all Applicabis Reguiraments, the requinemonta. ef any #ppicable N
carsutlants whlch felate in amy mamer t the Pramises,
after th Slard Onle. Lessen aball, wilhin 10 deys siter
permEs and other decumants, and ol Informalion evidancing Losses's
naltfy Leasor I wriling (with coples of ony
ng 10 of kvotving the fefurn of Lesses o tha

fovids Leasor with coples of afl

octual elaim, nodcs, ellatlon, waming, camplain or repart patain

Premises |6 compty wilh any A

Requi - Likewiso, Lagses shal immodinioly ghe waitlen naflza t Lassar of, () ary watar dsmage is the

Dl’ml:nsndawsnmﬂﬂmmw.,
Ahil might indicate the prosence of md
| Bd Innpactio
ha the Tight bo ender inta Praraes
pury al nspaeting anclor tesing e
Inapaciiora shall be pald by Leasor, L
I exhal or be imminent, or the Inspocl]
‘Legsar for the caal of such Inspaction
Feeiide coples of @il relmvant malasliy
acknewlecges thal any failure on lls pal
contemplaled by this Legae, Lhe exten
andicr tesfing In 0 dmady faghion (he B
10% of the than exaling Base Rent or
fepesents fsi and ronaonatie compn
andior bagting, Such incroase by Bose
o xereise of any of the ether righla a|
¥ ! Malatenenes; Ropairn; L]
1 Lossen's DbEgoatic

(8] In Ganaral,

iy Compllance. Lesser and Lerods "Londer™ (a3 dafinod In Pacs,

flats & viclalian of Appiicatla Requiremants, or a Marsidous Subslance Caon

Subjoct o the provialons of Paragraph 2.2 (Cendhl

Pooling, dampress or olhar lo dha
i tha Pramizes,

1 of Mol or i) any muktiness or sihar odem

graph 33 and coratitants autherlzod by Lesser shal
# any timo, In (e cise of en emergency, B atherwiss ol feascnatls imes afar ronzonatie nofies, for the
< condilion of the Premizes andior Sar veiifying eompliancs b Leaana with 57 Lasse. The cost of &%y duch
ditken (sen Paagmph 8.1 I found
o I requosted or ondered by @ gevemmanty outhilly, In such cxaa, Loasos shail upon request rembucss
50 kg as such Inspecilon s regacesbly relsted lo tha viclabicn or contamination. & addition, Leaseo shal
saloly dals sheats (MSDS) %2 Lessor witin 10 days of the recolpt of weiten requael targfor. Leases
It e aliow auth inapactions or lesting will exposs Lassar i dsks ond potenllaly cause Lessor 19 lcur coals el
of which will ba extrematy dilfizudl 1o ascartaln, Accoedingly, ahould the Lessen 2l 10 aliow such inapactions
mae ol ahall be aulcmatisally incraasod, wilhawl uny requirermnant for aclice o Leaana, by an ameount aqual o
FI00, whichavar Is grentar for the remalndur 1o the Leags, The Partics £gres that Buch Increasa in Bass Ract
lanlion for tha adclllonal rlak/costs that Leasor wal Incur by masen of Logsss's fle 1o aliow gich inspeziion
Runt shall In ne even coratiile & walver af Leasse's Defmill of Breach with raspact 1o such falume nar event
ol remndiag granled bereunder,

tl:uhlhﬂont: Trade Flxtures and Altarslfans.

lon, 2.3 (Cempllanee), §.3 (Lessae's Compliance Wit Agglcabia
) and 14 (Concamnalion), Leaans shall, of Lasten's soie @pense. keep the

Fequiremsnts], 7.2 (Lagtors Cb
Premises, Laity Inslaliafions (intandad
Mﬂnarwﬂm the portien of the Prem|
whathar af fot the need for such mpay
In , bt nol Nimiind 19, &1 equipy
qu[n. Irtarlor walls, Inlevlar suriacos
Fm reapans®iky of Lessor pursianl o

1 maintanonce practicas, spociieal
LosRon's obdgations shall lnciuda restaf
herdsd In good eeder, condilion and 11l
i (6} Barvice Contr
cuslomasy form snd tubslance for,

manls, I ary,  and whan insts
resefma tha mght, Wpan natles to Les
di ¥ , for the eoal thamsaf.

1 (£} Fallura to Part!
Pranilzes gRer 10 diys® price wiillen n
celightiane on Lessna's bohall, and put
6f e cosl therant.

1 {d) Replacemant.
of finklity rsuking fom Loasse's falk
repaled otfer han ol a cost whish [s &

IhthonmeIll Rant [s dua, an
ana, and the cenamiaalor af which i 14
ahigation ol any ime.

| r2 Lesaor's Ohl

i {Damage or D
{ for Lesses's axchedve uga, no malles when Iocatod), snd Allecalions bn gead oar, condion and repalr
B28 FeqUINng realis, o the means of repalring the same, an reasonably of reodily acoszalhly (o Lesses, gnd
6 GGG as & result of Losssa's Lie, any prior use, the clemants of tha aga of such poellon of the Peamisas),
end de faciiling, auch as plmbing, HVAC equipmes, slecirical, lighiing facilos, bollars, preasung veasals,
faif nmm.wurw.nom.mm.dwa,mmmn.mmmmmmwm“me
Parag T2 Lessas, n keeging o Preenises in pood order, candilian snd repalr, shall oxercies ant parfoms
Iy hvm Ahe procuremant &nd mainlonaacs of the serdes conimets fequired by Paragraph 7.1(4) below,
Btions, roplassrnants of fengwals when nocessary io keep e Premises and ol mgrciognls herean or 8 pan
' of rpolr. vz shal Buve the fight £2 conduct an lnspactios of the HYAC and plumbing st e own ace,

fots. ‘Lussed shol, al Lesseo's sl expense, procure and malnkain coremets, wilh coplet 4o Longer, b
end Wilh condmclors :Mﬂwwwﬂmhmamﬂwun{hmmnwmum and
led on the Pramisax: ) HYAC equigment, (T} balarand pressuna vozaels, and {If) clariPers, Howmyer, Lessor
=2 19 procure and malntan ey of oll of such service conlracts, ard Lesses shat rembursg Lagaor, upon

rm. If Lasgee fafs to pariom Lesase's cbiigalions under (s Parngraph 7.1, Lesser msy anlar upsn (he
loa ko Lessze (oxcepd in the case ol an amergency, inwhich case pe ollse shall ba tequimd), parform sush
he Promilsea in good omer, condllion and repak, and Luswgmmumpw pay o Legser @ sum equal o 195%

juibject Lo Lestes's indemifeation of Lasacr ua. st forth Iy Paragragh &7 beisw, and wilhaut raliving Lesseo
0 o ewnrcina and poifora #00d malnlenancs pracfics, If en Xem deseribed in Paragraph 7.0{k) cannat ba
| ewcdas of S0% of t coat of replacieg aueh Hem, then such ham shall ba raplaged by Lossor, gnd dh coal

Fy, each morih during tha remaindar of tha tarm of s Leaan, on
mou agul 1o 1he procust of mulipling hi cost of such Tepfacernent by & fraction, the numarator af which i
o, 413441 of tha oot por menth). Lessen shull pary Intosn it on tha unamedizes balance but may prepay By

E. Sublact (3 tho provislcns of Paregraghe 2.2 (Cendillan), 2.3 (Compltanca), 4.2 (Commen Are Oparating

Exponsns), 8 (Use), 7.1 (Losees's Ot

Paragraph 4.2, shall kanp in gaod orded

), @ [Damage or O &nd 14 {Cen T Lesaor, lwhmmummm
eanditlan end rapalr the foundalions, exiericr wals, struchrsl eondilon of Inbiriar banrng wals, axtador rced,

o spelnider gyadom, Common Aren
landicaping fencea, sipne and ulfly ay
I:mnpnnmoﬁwilm Expenan pura

shel Leazor ba ciligaled ba mainesin, ne}

frzms jn Faragrash 7.0(s). Lrosor sl war,
T3 Litiity tnstallationa;

(n} Dofinitlons, Tha

wactical disteibuiion, secuily and fie

£ AT ancior smoke detaction sysems, fio Fydrants, Parking lots, walways, parkways, drhverarya,
lems soning the Common Afeds and al parts theraof, a4 well pa ipreniding thiy sardcas for which [hes b 2
sl o Parsgraph 42, Leasor shal not ba otifgated to paint the exdarfer e inlarior surlaces of extarior wals nor
alr cor replaca windows, 200 or plate glass of the Premisas. Lesaor ohab provide o ninscy (0 dey surranty on al
by tha plets gloss witdis. during she Lanes Term and ectenmona,

[Trade Fixtures; Altortions,

tam ULy instalinlions” rafers jo all foor and wedtw cavmrings, alr andicr vacuum Iines, powdr pancls,
systems, cammunicallon eabling, Sghting Mdures, HVAS equpment, plumbing, and fenclng in or ge

8

Iha F’I’F-'nl-lﬂl. Tha i8m "Trade Flchure

Pramiies, The lomn “Alterstions™ shid

" shall mean Lossss's mackingry hnd equlpment (bt can ba remaved withoul doing material demage t tha
menn any mocification of the keprovements, munmumhuathmmﬁau.m..u,mw

addilian er dulation. “Laszon Ownod
Iral ara nat el ovned by Lessor pureua

Lesnwd imay, howver, make non-sincy

{b) Coneort. Leanga

andéar Uilily " nre defined sa Abarations andior Uttty Inslaiiztions mads by Legsen
ik 4 Paragraph 7.4{a).

upoa
wll nid

to Ihe Premises resulling from

tdice 10 Leasar, 88 long as hay s
alMact ther slectdesd, plumbing, HY

purcluring,
nl:.nnu.bfllfn enlaty syatame, donot iriggar the fons andiar
Roquiremerss, such es compllanc with Tilla 24, and e cumidative cost theesof duing this Lease ns

exiended doas ol excesd a sum equ

Hotaifistanding ma feregolng, Leases

spprevpl of Lassor. Lessar may, &4 & b
|
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¥ 3 mordh's Baen Rant it the sggmgsls er g suam #qual 1o one menth's Base Rent I ey ong Faar,
hall nod ke or permil Ay roof penelratians anclor knedal emyhing on the roof witheut the prioe weitian
randitian b graring euch approval, requine Lesses 1o uliza @ conlrctor chossn dndfor sppmved by Lassor.
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Anjr Anarations. er LIty Iratallatians
wiilfan farm wiih dateled plans, Core
Lesser with coples of beth ths ]

Leasod shall desin tn make and which rey
1l ahall ba demed sondiforad upan Lasses's:

uise the cordedt of tha Lossor shall be presacind to Lesgar in
0} szquinag af appiicable govarnmenta pemits, i} Furmilahing
of the work, aad {8 compednnos wih & condlilens af

sald parmiis and canar Ap
werkmaniive menner wilh good and aje
For wark whish costs an amaunt i e
Euryd i an nmeuet equal fg 160% of B
Capost with Leasor,

in & prompt and epedilious marner, Amy Alloratiang or Ulity Instnkagiors shall be performed i &
ielent matedals, Lasses shal promptly upen complation furmish Loasor with ss-budlt plona and specticatiors,
88 of one monih's Bage Ranl, Lasser may cencillan i3 consen! upen Lesses providing & ben and complelien
P dalimatad cost of such Allarsban or LSIRy Inataiintion nndior upen Leanoa's pasting an additioesd Securty

fc) Lbanis; Bonda,

for Lasgee at or fer uss en tha Promid
Inigrest (herein, Lessea shak giva Lef
r ahalt have e dght b post na
shafl, at ks solw expanse dafand snd pr
may be rendened iheroon betora the

=22 ahall pay, when dus, a1 clolms fer labor or materals fermished of alleged 10 neva boon fumishes g o
8, Whith clime are or may ba sectned by any mechonicy o materlaknan's §en sgalnet #ie Promipes &F any
or nof feas than 10 days notica mlbwmmmlﬂwmmhmmm hé Pramises, and
of non-responskilily. If Loases shal conlpel the vakdily of any such len, efalm or domand, $en Lessce
et Maelf, Ledsor and the Premisas againat the g6 and shed Fay and eatfify any such ogvares judgmen that
thereaf, Il Leasor ahail raguive, Lessea shail fumiah & suraly bond In an Bitsgunl aqual ko 150% of lha

amoun] of giuch contested Ken, clolm 1‘,?

demang, Indemnifying Lagssr against Habiky for e some. Il Lossar algely 1o participale in sy such acsen,

Leatse shal pary Lassors alfomeys’ nag and cosls,

PTA O ;B v and

i {#) Ownorshdp, Elbiect o Leasors right t requine nemavsl or alit Gwnarship s herainafle providad, all Allerations and iilzy
Inztnbaficrs made by Lessss shall be she Fropery af Lasses, but corsldared & pant of the Pramises. Lessgr Imay, al any Ume, elect Inwiliing in ke he

evener of o or any apacifiied part of e
Leasas Qwned Atasafions and Uiy
sumpndered by Leasnn with the Premise

| (b} Ramaval, By
the ferm o this Lease, Laanor may raqy
Ihis Lensa, Logsor may requics e m
required consonl.
5 fc} Ewrvondor; Rost
the Imprevemnls, parts snd surfaces
ond lear axcaptod. “Ordinary wear ard
peaclica. Notaifistanding ihe foregoing|
£ame condillan ae delivered &0 Lestoe o
the Fateflation, malalenance or removal
Eha ramoval of any storaga: lank instalaf
orta the Promizes by or for Lossss, of
ilakde of iha Feamives) io the lavel epof
Leasga. Ary porscesl propery of Lassal

Cwned Alisrations and Utibly Instsllalions, Uinlass atharwise
inkatlons shafl, &l e explrafion o leeminalen of

Issnutnd por paragraph 7.4() hereal, af
this Leaae, bocoms (he Freparty of Lostor and ba
5.

fffvary.ta Lasses of weitan nofice from Lossoe nal adrker than 90 and nat (ater than 30 days pror ta the end of
e that any ar all Lessee Qwited Alterations or Uiy istalalions ba mmeved by e expivalion or ipmiesen of
oval &l any Bia of ol or say part of any Lessea Cwned Alesalions e Uity Inatallations made withaut tha

ceatlon, Lessas shall sumendar tha Pramilses by the Expiratien Dl o any earfor faminalion dase, with ol g
164l bugom cloan and froe of dabifs, &nd In gead opemting erder, condifion ard slate of ropak, erdinary waar
lear® shall pod nclude pny camage or detaesation that would have baen provenied by poss malntenancs
I tha Lassow cecupion the Fremises for 12 menths or lag, Ihan Lasaes shl swerendar the
n ha Start Data with NO aliwanen for ardinary waar and lese, Losawe shall repalr ary damage oecasioned by
of Trado Flxfures, Lessoo cwned andfor Utiily furnlaings, and equipmend as vell as
o brolr for Latzen, Lesaoo shul siao remave from 1 Premises any &nd all Hazardous Sutslances brought
&y Bhind party (axcapt which wara dep wia und i milgralicn fbom angss
Fified |n Appilcatis Reqaramonts, Trada Fixtures ahall feenaln ihe property of Lessan and eha ba remaved By
not faricead on ar befoen the Explretisn Dale of any eater Wrvination dats shall ba deemed o have been

abardoned by Losase snd may be
pursuanl o this Peragraph T.4c) withou
a. Insurance; Indomnity.
B Paymonit of Premiu

| et or réiained By Lessor b Loasar mey dosra, The fallue by Lessea to Umely vacals the Pramives
* hnmlifmelelhﬂalmmnﬂrmmhm nfhﬂnwph 28 b
i

mai-mu-hn

h Imchansss.

] Aa uped by
80ls {0 the Bullfing andier the Pro
Framium, as herginallar definad, o
hedifar of a merigago or desd of fust
andley & general promium rate ingreas
naluma of tha pecupancy of eny edhr i
Immediztaly preceding the Stad Date, 1
b 1he kvl aenual promium feaganahy

appily
Baga

g 5 ]
2,000,000 precured under Paragraph &
| -] Lesass g
mmnéEMnEmnrwarnmrﬂ bayen
HE T Liabllity Innuranc,

(2) Gamied by Loss,
delional kuured aga
I ef tha

50 Lészor ga an &

el the larm "lmsurance Gast Incroasa™ (s defined oy any Increase In the sctunl cost of B lnaurance
ot and requited [0 be edred by Leasor. pursuard 10 Patagraphs BAb), B.3(2) and B.3h), over and abevs ha
Blculzied on An annual banls. Instrance Cot Incresse shal Inchuds, bt not ba Fenbind 1o, requiraments e the
g the Framises, Buldng andior Project, Ineraased vakustion of the Pramises, Buling andfor Erajest,
Thi teem Insunance Coel Increase ahail nal, hwiver, Include any premium Incrasass resulling from th
nant of the Bulldng. The *Bess Pramlum™ shall be the annual premium appioatis (o (he 12 menth pariod
Bowmvar, [he Project waa ol ingured mhan&ma{amhﬁmlhpﬁoq 1han M Base Promium akall
abinlnabie ko the Roguired Inauranca 83 of the Slart Dels, nspumig L mosd nening veg pogsibla adih

rouperalblo for any porlion of 1o premium coat aildbutabls o Rabilty Fsurance coverage in axcess of
(b

# pay wy Imsurance Cosl Mcanse 1o Lessar
, W dmrmm of ths Leses ahal ba prarated iy

purauacd o Paragraph 4.2, Promiums for polcy pedcos
caincida wiih (e comsapanding Etart Dale or Expiraion Date.

@. Lessoa shall nhwnmhwhinmnucuﬂnmdummmwurhsmm pclocling Lessas
i claime mmummummﬂmﬂmdummbﬂmmammmdlhmu:m,

88, CECUPARKCY Of
Limit

Prerag I #n emeunt not as than §

therale. Such insursncs shall be on an Getlfrence basls providing single

& acdiliorsd insured by madna of an
of Froflaes® Endoraasant. The peiley
co far undir th

Imile of and Insurance shal nol, howe
! 6 Ils ettty paficyflns) wi
Lﬂﬂld‘,

whess fraurance shail ba cocaldy

| k) Carrlod by Lnag

tha Inslirarice requirod Lo ba maintsined
[X3 Preporty

&3 an Tinaurod contract” for ha performanca of Logges's Indemaity obiigallons under (his Lepsa. The
par. Imil ihg abaly of Lesses mar rallavs Lesgen of ary obigation hereunder, Lasees shall previdn &
£h pravices ihad lis frawranca shall by Eeimary 1o and not conlributory with anyy simTar Insurancy camled by
tad axnons knnce oniy,

- Lésacr ahall mairiain Sabiity insurance ss described I Parageaph 8.2(n}, In addiien to, and nst b Sow ol,
Leaaew. Lissco shall nolbo named as an sddsinsl Insured iherein,

it
i

Y

v, Improvemantn and Rental Varug,

{a) Buligkng and fm

vtk lods payable b Lesace, any ground 8

=qui&!i I fidl irqurabio replscement
ven! mars ian the commearclaly s
dnd Lejaos's parscnal praparty shall ba

: Lassor shell ablain and keeg In fance a polizy or policies of insuranca jn tha name of Lessar,
tur,mﬂloanﬂmnerm-!mruamlhnuulnﬁnﬁamian.'l'hammﬂ of such Inswanes shall ba
ndmﬂmmha:.uthnarn-ulhmmﬁunmahmno.wmmlmawwmm.mhnu
and avaiabie inaurabls value el mmmamummammm Fhelures,

+ad b Lessan not by Lesaor, If the coverage Is avababio and commarcially spproprete, such podcy o

pofiog mhall insuro ogairat o7 ks of
inchuiding cewerago for debida remenal o

di
e

rect physical logs or damoge (oxcept the perfs of Soad andler eanhgquake unless requing by o Lander),
ihe of any A R requiing the upgrading, demollion, resenstnsctian e

replacemai of any parilen of tha Presml,

uth.um;r.luummﬂw. Sald policy or poiidies shal aise contaly an apreed valiatien provalan in

———
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:Ibu af ny eeinsurenze clawse, r of subiregation, and infistian fuard peoteclion coustng on Incresss i Ehe: anreisl property insuranee COvETEQe
ramount by a factar of fod lees than djusled LLE, mumormmmmufamlum Consumers for tha diy neans) b2 wivn
\ha Premlags aro kocated, Maypch i coverRgs Fas o deductible davae, he deductibde amount ahall not ancesd $5,000 par gecwrrog,

i (5} Rontal Valts Lakter shall ales chialn and koep n dorce  polcy or paficios In 19 narne of Leasor with iasa payabie to Lasser

cand any Landar, avrieg the ﬂni.dantfwwnmmmmndwma”ﬂ-mﬂwmrmmw 18D cayn [ Y
lingutenge™). Sokd maurance shall ordsin an sgresd waluzlion provsian in low of Ay celnaurance clauae, and the amouni of cowdfago shall bo
{adjusiad arrusily $ refiect tha p Mnlmnmmwmnmfmmmﬂmmmw.
| &) B8, Lesain shall pay for any InGease in the pramiimn tor the propasy Insursnce f tha Buliding aad for the
lllﬂmnlon Aman & athar hilkdlings [ ma Projest o sald Incresse umwwmuum.mmm, U248 or geouparcy of e Fremises,

&) Lossen's ala. 8nca Leasor (s the Insurlng Party, Lesser ahall nof b reguived in Insie Losses Cuned Allarsticns
il Liglity bnstaitslions unless tha | It Iri quasilan has becoms the mnrmmmranmum Lease.
i a4 Losnaa's Propoely: Bus| Jpilon i Workes's C: Ini
| (%) Proparty B: ¥ Lessen shal obiwn and mainlain Insrance covorage on &1 of Lessee's Pavganal preperty, Trada Fixtuos,
ang Lasses Owied Alismbicra gnyg libty tntalatons, Such bucrance shil be ful n ol Gasl agE wilh & of nal io exgeed

1,000 per oerumence, The procesds from any auch lnaurance shal ba usod by Lasses [or he replacemari of pacsanal praparty, Teada Fixfures and
Lesane Qumed Aterations and Uttty frstalations,
! (51 Bissl ! peiea, i:auuMwnandmllmnhlm:c(hmm&mdnwanmahu'anuhumuum
feimburss Lestes far dinet ar incind lasa af earnings atiftidabla fo all ports eemmanty knaured #38ine! by paden| lassoos in tha butiness of Lessen
or alirkuiabls b prevarden of sccoss io thy Predilass o8 & reauh of such pora,

&) Warkar's G an Losann sholl aktsin and mairdni Weekor's ‘Compenaation insuranss iy such amount @y
My b roquind by Apgkcakie A emenis, Such palicy aball inciuces & Water af Subrogallan’ endarsomant, Lesses ahsl peovide Lessgr with &
Ioapyorsunh andoraament along wilhy tha carificals of nawnnes or copy of tha polcy faquired by poregrach 8.5,

{h Ha Rop Bar of Adequate Covarsge, Losser makos fi reprageniation that e imhs o forems of caverags of ingurance
Epectied hareln are adegualn b Lessee's proparty, basinass aparations or chigalicns under s Leass,
i 0.8 Insurance Pallcles, Ingurance :equllwmthhobrmn.panhsmlnLﬂnanmnqmupm’w 17 & “Genaml Pokcyhcldars

ating™ of ad laael A-. Vil oE get I th most cumanl lsave of “Desrs Fneance Guide®, or gush alher ratng nk may be FeqUREd by o Lendar
lesee shai nol do o parmt 1o kel Soao anylling which irvalidstes the required Ysceancs. palldas, Lossas ehall, prior 1o my Blard Date, cefiver %o
Losaer certind caglea of policias uch lnauranca or contificates wih coples of g requind 0 1 edslence and amounts of
i ricalred Insunanca. Mo auch pol FY shall ba cancelabio ar sutjoe o madificalion except afler 20 days prior wilten notios b Lassar, Lossss sha,
a!! fawat 10 deys prar io the epiralign af auch palicins, fumieh Lessar with avidency of fanowsls or inswvance binders eidancing revevwsl haroo!, or
Lesaor may Incresss his llably Insfrance coveraga snd charge the cost Iareal 1o Losyes, Which amoun| ahuil ba payebie by Lozade ko Leasar uson
demand, Suzh peliches shal be for |urm_crum one year, o the lenglh of the remaliing tam of thig Lease, whichever i3 lass. Il aktar Parey shak
fall 1 precura end maintsin the Insairg recubid Lo be canded by b, tha ol Paty may, but shal Aol b required [, procure e manlaln the same,

a8 Walvar of Subndgation, Withou %pcting any olhar fghes or femedies, Laason and Lessor sash hereby refeass ond rallava e
othar, and walve thelr ontivg dght teyrecover damages againt the ofar, for kas of gr damags & s propey anaing oul of o lneldass gy e peufs
fequired do b auved againgd hergln] The effned ef such relosses and walvers Is not Amiled by the ameunt af insuranes caried o raquired, 2 by any
epducliles appicabis harata, The Fartios ngran to have thei caspacive Fraperly damage nswance comies vaahi Bny right Io autragaticn thal such
campaies may have againsl Leasor bt Lessen, as i ©oEd May be, solong as the inguranse is ned Invedidated Iherpby.
BT Indamalty. Exodpl for Logsors grean regligence or wiklul misconduc, Lesses shall Irdamnty, profect, defend g hald hamiegs

Ik Fremises, Lasser and Hs agenis,[Ladacr's master ar grownd lsder, Fartnets and Landers, from and sgaingl amy and ol cakms, ke of rerds. ardfoe
m:mun. liera, 5 lhesf mmmwm'tcu_m@wumdmlabﬂununm mw.hmwg,uhnmmm thar wsn
anpdor acoupuncy of ha Pramises by Leass M 8y sclion or procesdig Is Brought aainy Leasor by reasan of sty of thw foragaveg matiors, Lessee
shall upan neden defand (he same o) Lose: 's edanse by counsel rezacnably nalisfaclary fo Lesace and Lassor shall cooparsle wilh Leases iy such
dalaran, Losacr nosd not have il {ofd ady 20 el n oot 1 b defended of Incemnified.

f 0.8 Exompllon of Luasar|and Agents from Liskiiity, Hobwiihsianding Iha negligense or bressh of this Leasa by Lesaor or s
Bfards, malther Ledsor nar e aganigahal be Voblo undor sny croumstances o W injury or damage 1o tha Pavion or gocda, wires, merchandise

peepadty of Lesses, Lessan's edip 5 s rdlees, orany ofbar parsen In o about the Premizes, whethar such damage or
Wy Is coused by or reauts fram fie, wtoam, electdcty, gas, waber or raln, Indoor alr quaily, ha prosenca of metd or from the braaksan, ksslans
et £ e o PR ar Fghlig fadures, o fram any olfes cause, whether |ha sald

57
& arsing imen the Premises or upan alher podticrs of e Bulﬂm.wtmdmmwmmpny

VY o damaga rasully frecn condi
damages artsing fam any sd or
infsa It the Prejoct, or (1) Inpry I
1ha avent of sueh damages. e Infury
Pafagroph 8 |
i a8 Fallura 1o Provife Insurance, Lessan Reknowledges el any failre on Ha por? I ablain o maldaly The Imsurarca requised
will exposn Loseor do rshky polevdlally causs Lessar 1o ek casts pet conemplaled by ihis Lones, tho axtant of which wil be bamaly
dilicutt 1o sacartain. Accardingly, oe ki month o partion IReroof thed Lassen deas nol maklak the riguirod insurance andrer doas noy phavida Lessar
Ihr risguired binders or camtfaol enidericing tha exiclones of ihe requived [nsuranice, tha Ba4a Ropd ehail Mmmﬂyhmusnd.ﬁlhu:n
ulremant for nofice to Leasas, by an smeunl equal to 10% of the then exaling 8238 Rent or $100, whichever bs groater, Tha parties agres hat such
osa b Bass Rant red 24T or tha thal Lussar will Incur by reason of Lasess's fahes 42
¥ the roguined lnsurancs, Instease in'Base Rond shall in no avent consiBuls a walver of Laasws's Daloutl or Aresch with fuspaci ta
Taluse to maintaln suh Insuranca, Nl M xergisn of any af hi ciher rights ndmmaumwwhwm.nwmmumuﬂh;mmunn In
mnkninin the kaurance spacifiad i Leass,
R Damaps or Destructian,

of any aiher fonsent of Logscr o fram e faflure of Lesssr or g Epents lo enforos he provileng of any olfar
ron's batitess o fof nny losa edincome or praf thoretoen, Instesd, it in Inlanded that Lesasyy sole focourss by
1o fita & efalm on e lawance palcyiion) thal Lessoa Is roquited 1o malkialn puirsiand b the prodsions of

| 81 Oohmions,
| (8) “Pramles Fitinl Domsge™ shall moon camage o dédtruction i the Imprevamenls en Ih Promiaes, elhar than Lessse
Owhiod and Utitsy , Wndilch can be-upanmmammmuunnmmdmunnmageammmmm

coal thereof doas ot secaad 5 BUM o2l b B monifs Base Rort. Lassor ahall nolify Lossas in wiiiing within 30 days fram the dfals of Paa dnmans o
dasjructon as la whether or not e d mage ls Pardal or Tatal,

t ) "Pramisos | Destruction” shall mesn damage o destrucizn & iha Inprovements an the Pramisas. cther than Lessas
Cwmed and Uity and Trada Fliaures, which eannol reasanably be mpabmd iy 3 manihs & fe4s from tha dats of e damage er
cesbustion andfor Ihe cosl thareol sxrdads a aurm equal 1o @ manih’s Bese Rent, Lesser shall nalify Leasee in welllag within 39 days fimm ma dale of
het damags or destruction ms b whett ararnol the damage s Parsal er Total,

(5) “Insuned Loay™ ahat ean damoge ar destuctian |o Impravemenis on Ma Piemises, olher man Lesses Cwned Ateesiang zng
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Utiley |rtaliaficns and Trade Fietl
Irraspectun of any dedurt®de am ¥
{d) “Replacamen
Io Ine¥ candiien exdating fmmediat
Roquiramares, and without deductidny
{e) "Hazardous
contemination by, & Hezardous §
B2 Partial Demag,
sapenan, mpals such damage (bl
and this Lanse ahad cantinue In
duslruction tha totel cosl to repair 4f
Leston on o reaacrsble basls 27 |
ol nuticen] s atdact such repalr,
In e avant, howaves, such shers,
couarege was not cemmerchaly o
sl e unkgue aspecls of the Py
fialowing racald of written nodes of §
periad, ine party rosponsibs r:rrnnlt
effoct. If sich funds or sssurancy
such reslaraden and repal 98 (&

me, which wae coused by an even| required fo Be covered
A Of Govmrage limbks invohoed,

Bubnionce Canditien™ shall moan B scoumenes or disco

by e nzuranca descrited In Paragraph 8.3(3),

t Caud” shal meon the oost 19 repat of robuld he impravenents owned by Lessor at tho Ui of tha eccumanca
o prior Ihevetn, ineliding demoliion, debrls romeval ang upgracing raqued by the operation of Appiesble
far doprectition.

ry of & candllan Invatdng the presance of, or 3
ance, in, 8, & undar the Pramizas which ssquines restaration,

[ fnsurad Loss. if 0 Premises Porial Damags tal s an faced Lass BCCUT, hen Loxsar shall, a? Lessors

& Laseos’s Tende Fisdunes or Lessos Chvmed Allorations anvd Uity Inslalialians) ae scan a3 ressonekly poasibin
croa and sffact; provided, however, (hal Lesaes ahall, af Losasry shaction, maks the repak ol any damnge or
WHER [ 310,000 or boas, 80, In guth event, Lesscr shal make any applleabls insurance pracesds availsbie 1o

e, ar adeguals sssuranse therend, wiihin 10 daya
fundly of adequatn assurancs thereef within said 10 dzy
remaky in full force and
thereafler 40 {1} maks
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f
3 T ol realored To Lessee wirin 30 days; or () 1he stibctenont, sxesudon or ciher

BEne’s ass0ls localed ot tha Promises o of Lesses's Inlerest in (b Lease, whar such s=izure is nof discharged
i ervanl dhat sy provislon of B subparsgraph & contrary te ary sppicabin b, such provision shal be of no
i of e remalning provislans.
prrery that ey financsl slalament of Losses o of any Guaranior ghee 1o Lassor wae maderaty (e,
fledmance of Lessed's ckligatons undar s Lonse s guarardsed: (0 -thes death of & Gueranior, {7 the
faspect 1 (s Laase ather then in accendance wilh the leme of such Quaanty, (F) a Guaranlor's becerming
fi¥g, (W) & Guaranier's redual i honor the guacanty, or (v} & Guarartar's bresch of s guaranty obigalion en

vk 60 days follzwing waillen nollcs of sry such avent, ta provide wiillen aliamasve nAMFRRCe o ancurly,
ling resaurces of Leasos, equnls or axcesds Bin combingd financlal racurcas of Lesspa and the Guasanters
s Lapsa,
= fails 1o parkorm amy of i affvmative dulles or ebligations, withis 10 days afar writtens natics: f2 in cose of an
+ Al ks eption, porieem #uch duly or cbligeilan on Lazsse's banalf, Inchuding bud rat limiked t the oblalnkg of
B2, OF govemminlal fconasa, parmile or approvats, Lestes shall pay {e Lessar an smount equal o 118% of
In Buch parfomnnes upon meoekd of an mmmw.lndnmofsamtmm_wmu
Feriltiesg mmmmmmmnnmlmmmwmmw by nesen of gugh Breschc
i 10 podacssion of the Pramisss by any linvial moans, in which coss this Laoss shell Berminate and
253lon to Leasor. In auch avend Lessor shadl bo enlitled to recover from Lasees: [ tha unpald Rent which had

beeh camed af the Ema of
Inrminiation unikl the tkng of awasd s
I thmm of swand of S amaung by wh

{11} the worth &t the lime of mwand of T ameunt by which tha unpald renl which wewld have basn sarnod sher
eeds the amaunl of such ranlal ke ihat (o Lecsen proves could have wan reasonably swaided; i) I wah gt
It i Lnpald rent rarluh-mmmmahw:mammmmmmmmmmmmgLnu

o

I Lesses proves ool ba
hi Lessan's fafure lo perform B

walded; ard (i) 8y clher amcunt necessary ba camperasts Lesser for ol [ha detdment procimately caused by
uridar il Laasa or which in the anfinaiy saurse of Ihings would b Miceily to fesull thereirem, including but

rist lkenifed 1 Ihe coat of fecowvosng

ransonabls sttomeys’ feas, and that o
‘hin Panes, The worh al the lime o
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1l [ha experacs of releiling, Including recassary renovailan and altarssin of tha Prmisss,
Ihndar\ym:lnummuulmmuwumhmmwmthhuuawmm I Ehe unaspined term of
wand of Bhe arount rederred [o in provislon (1) of the Immedlalsly preceding 1adanca shal ba campuled by
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Gecounting such amount at the discogr rale of Ihe Federa] Reervs Bank of the Dialrict within which (h Pramses ar Iocated at 1he lima of gward
LS ofa pefoenl. Effods by Leaser Id miligasa dameges coused by Leseos's Brench of N Lesse ahall not wahwe: Lostor's ghl lo recaver any
damages i which Leasoe hoﬂumui;t:md. It terminatien of this Lease s cbiained through tha Feovielanal remady of unimwid cetainar, Lesser ghal
Franes T righl [0 raesver in such pr ng 2ny unpais Rent and damages 8a are recovernbla thanain, o Lesaor may resenve tha fight b rmeaver all or
ariy podt tharenl In 8 separate sull. If & dotice and groce pevled reguired undar Parsgmaph 13.1 wae net presdowsly ghien, a noties to pry rant of guil, o
e perform or quit gvan 1 Lesses undar the untawied datalis slatte sholl olsa coratiuie (hn notos required by Faregrsah 12,1, 1 such casn, (he
aplicabls grace perlod required by 11 &nd Te unlawhd delainer statule shall fin cancurrandy, snd the falioss of Lessen ba curs e
Defaut wittin ihe grator af th two sueh gracs periods shat consitute both & urawiul catalnar aeel 8 Breach of Vs Loase onéiling Losse 1o tha
remiedias proddid i i this Lease sndipr by sald stlatss,

{2 Canllouve the Lessa and Lesass's aght le possession and rcover the Ront & becomaa dum, in weich vt Lesses may
sutlel er nesign, subject only 1o Ay of W #leils 1o felel, andier he oppointment of & recelver lo prolect tha
Luasers nterests, shall nel consituie @ jarmination of the Leanaa's rigt 12 poasassion.

1 () Pursue ary alh remedy new of beveafler avalabla undar She lawa or judiial declsions of th stels wharen the Premises are
located. Tho sptalian of lrminalfor of v Leaze andier tha larminsfion of Lesso's fgnt 4 passeasion shal not refisv Leance from Rublily under
arry inclemnily provésions of fhis Lasse 2% | mallare ascuning or accrulng duing the term horeof or by fesson of Lasteds oocupancy of tha Preavass,

12.2 ! . Amy for &eee-or abaled rant er oikor chargas, I o8t of tenant Improvamenss for Lasses pakd
fer brparfornod by Lesscr, er for i3 ghdng or paying by Lassar bo of fo Leasee of any ¢ash of ether bonus, Inducament. ar cansitarstion for Lessaa's
#flering knlo Bl Loaaw, sl o which co S &l refemed 1o a3 "Inducoment Provisions”, shall bo deomed senditaned Lpen Lessen's

Wil nd fnknid performancs of &l of the lerms, covenants and condifom of Big Lasse, Upon Ernach of this Loasa by Lakias, any sueh Induceman
Prayislan shall aulomalically be deemad delaled fom Ihis Lanse and of no furiher facce or effert, and any rond, alher charge, bors, inducement or
consldaration theralofors sbeied, ghenl or pald by Lassor undar sueh Bn Inducsment Provisien shal ba Immodislaly dus and paysble by Leseea to
Laggar, amy subsequen| cura of gold Broach by Leisae. Thi sstepdencn by Lasser of rem or tha cure of e Brssh which InHaled tha
mmbn of this paragraph shall nol be deemed & walvar by Lossor of tha prestsions of this paragraph Lricas spacificaly £o slaled in webing by Lesacr
&1 tha Hmz of such acosplanca,

| 134 Lmto Chargos. Lipssan hetaby acknowlodgas IRal Isa paymerd by Lassis of Renl will cousn Lessor 1o Incs cosls nol
can|omiplated by thls Loass, 1he gt amount of which will ba exiremsly dificudt ta nsestaln, Such cats inciude, bt ana nat imked s, processing and
Bespunling ehefgds, and tale charges wiich may ba imnossd upan Lesiad by any Lender, Assandingly, i any Rant shall nol ba resabmd by Loasoe
within & doys after awch amount shal| Iie cug, ihen, wihaut any raquisement fer nofice Lo Lassee, Loasen ahas Immedialely Py 1o Leasns B anesllme
latey charge equal 1 10% cf aach such bverdua amount or $100, whichever ia grealar. The parlles heraby agree that such lase charge rmpresersts a fai

feasanabie oslmale of fe coss Leasor wil i by reason of such lals payment. Ascapdance of $uch Lite charga by Lassor thal in na dvent
cangiituly & waler of Lessads Defoull b Breach with reapest 4o suzh everdus amaurt, nar prevent 5 execclss of mmy of tha gther rights and memedies
gradhed harewnder, 1n the evend |h|14 fala eharge 3 pryatie hareundad, whether of not coliectsd, far 3 consgcutive inslaliments of Baes Fanl, then

‘ihslarding sy provislon of this Leksa 1o tho contmry, Base Renl shal, of Lesser's option, becoma due ard payabla quartory in advance.

{135 Imorest. Any modsiary pryment sus Lesser hereurder, cihar (ha lsde charges, nal recehid by Lesser, when dus ahal g
Interes! fram B 3181 doy afior B was dus, The Interes! {"lnteraat) charged shail bo computad 8t 1he fale of 10% per annum but shall et exceed Iha
axnim rato alawed by liw, dntoras |s payable In acisition 1 1o Potontial ke chare providad kv In Parsgreph 43.4,

118 Bresch by Lasuar, f :

£ (%) Hodlcw of Breach, Lossor shnl rol be deamad In beaach of This Loase unless Lessor fals Wi & reascnable Gime b parfom
an caigalion raquited ko be performed) by Lisesr. Fer purposes of Fis Poragraph, & reascnabia Em shall I no evect be lass than 30 days aftar
receipt by Le1acr, and sy Linder whose name and address shil have Boan lmished 1o Lessos in wiking for sush purpase, of weillan nallcs
saecitying wavaredn such chlgadion of Ldssor has nof been parfomed; pravided, howevar, sl If o natune of Leasors ciligalion Is such mal mede than
33 cays are reAsANALY requined for helparformance, then Lessor shall not be i beasch i performance i eammancad wilhiy #uch 30 day periad snd
Menatar dilganity pursued lo cemplaifan,

! {) Parformancs by Lasasa on Behalf of Lesaor. in the event that rallher Lessor nor Landar cures saiq hingach within 30 days
aftef recaip| of spid nelics, of I having &k oure they do red disgently pursun It o complesion, then Lessce may slect to curn sald Beeach
BLLprsses cpence and cifsel Irom Rent Lha nctual &0 rassanable cost o perform such curn, presided howavar, that sush offact shall not axcesd &
wnJlml aqual b Bhs groater of one month'a Beae Rent er the Eseurlty Dapoall, rasandng Lesses's fighl 4o selmburaement from Lessar for any such
=Apenai in exiaed of such clfael, Lessva shall document the codt of ssld cure and supply sald documantstion 1 Lesser,

.| Condemnation. Hihe Pramm e

al léld Powie (colieclivaly “Condemntion”), this Lense shell Minsse 55 12 the pord akon as of ihe dats the corfiinkag avibority lnkss dio or
pastadslon, whichever iral cccurs. [ hore than 90% of M Noar aui of the: UnH, or meare Mnn 25% of he parking spaces bs takon by Condemnatien,
l.ua;eu may, al Losses's opfion, to b waed In wiillng wilhin 10 days sfler Leasar ahall have given Lesses weiflen nollss of such taklag (or & lhe
ahuimn of such netice, wihia 10 ¢eya lafier Ihe eandaming authardty IlulMWmnwmhnhmlﬂlluuuo[mdulummdnmdnn
iity lakes auch poseession. [f Lagseo does not Lerminale (his Leaso |n accerdanca with the foregatag, thie Lense shal rermialn in Ul feros and
= as 4o tha portlan. of the P i, ewcept that ihe Base Rert aal be redused In proparion bo the reducton In ulilty of the Presises
couged by such © G Ewards andlor peymants shall be the property of Lassor, whethor such awand shall b mads as
compansation for dimirution In vl of|tha lnaseaeld, ke value of ta part tken, or for Beverence damngas; provided, howovar, thel Lesses shal ba
erittind | any comparsation paid by B condnmnor for Lansoa's T losa. of goodwal andier Trade Fixtures, without regard
1o whither o ot Ihls Laaaa I tnnminabie prursusset t the of this Fas ™ an Uity \s made 10.tha Premises by
Lessen, for purpases of G anly. shafl ba 9 the proparty of I Lagees and Lesses shall ba entiied (o mny ard ol compenseiion
which & pryatie thensfor. k0 tha evint that this Lesse & nal Larsinated by reason of tha Candemnalion, Lessar shail repak sy damags 1 the
Pramlzas ceused by such Candomnatihn,
18 | Brokafags Foos.
i 151 < . Im pddllien b the poymants owed pursusnt b Paregreph 1,10 above, Leasor agrees that: (i) If Lassso
urertises any Opden. (B If Lasse or giyons sffioled with Lossre scqulne fram Lesacr any righle 13 the Pramlses or ofher premises ewhad by Lesscr
and focaled willin the Project, fc) if Lepdea remains in poaseasian of the Prérses, wih the cansant of Lessor, a%er tha expballan of thia Lessa, or ()
It Bage Renl ks incressed, wheder by il of of an clause haraln, tham, Lagser shall pay Brokars a fae b accordsnce wih
I foe schedule of Ba Brokar In effectst he tme tha Laoss was execuled,

152 1 cf O Ary buyer or fares of Ladscr's kilarest in ihis Lease shall o cesmad [o ave assumad Lesser's
ohiuh!mmm. Browars shall e third party nangdcisnes of the provislons of Paregreghs 1,10, 18, 22 and 31, M Laggor fals 1o pay 1o Brokers any
emounts due as and for 6|parizining 1o {his Laase whan cie, then such amaunts $hal sctiue Inlerest, In addben, If Leasor fals o pay
&y Bimounls o Lesses's Braker whon o, Lossas's Braker may send wriSen nolics to Lassor nd Lesses of such fallue and W Losser fals fo poy
sich|arssunts within 10 days ader said potice, Lassna shal pay sald menies |n Its Broker and ot sich amounts sgast Rant, In sdtion, Lessae's
Braker ghal be deomed Io b a third pany benafilany of any tommisalon agraement entered inb by andior bebesin Lessor and Lessor's Brokar for g

fimited puypeas of ay T arevpdd.
e Qs dm
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1 163 R ia fand tnd of Erakor Fel - Lesses and Lesaer =ach tapcosant and wirrant ta the ather ihet |t
fs sl no desings wih any peraan, e, broker e fndar (alher than ihe Broker, " #1y) 11 eannaciion wih thls Laass, and that no ona olbar gn seid
named Bookars la erliled o any carmlsalon or findars fas kn connaclion harpwiir. Lesses and Lewsor do esch herety agren b Indemnnly, prosect,
~ @nlird and held ihe ciner harmbass| i m and egalist Nabity for CAMpEriatin or charges which migy be calmed bry 8y Buch unnamees Brsier, findar
or clher almilor pasty by rengen of mhyl daai e cr acllans of ! Indemnifying Party, Inchiding any cosis, expaneas, altermisys' foes reasonably incumed
wiih ragpact (hereln,
14, Entoppe! Cortificalns.
(a)} Each Party (s “Reapcnding Party™) srall wiihin 10 days afer wittan notls= from e alher Party tha “Hagquosting Party™)
oxbule, acnowisdga and dullvor & Requeasing Parly o sbstsnant iy witting In foem simdar 1 the then mosd currant "Estappel Gastiflcata™ fam
pubifahed by the AlR Commarcal Roal Estats Asacclallon, plus such sddmonl Information, ceedfitmalion andior alafsmenls as. may ba masonably
requusted by the Reguasiing Party. |
L) H tha Rsepas
may execute an Ealogpal Cerlif

ing Party shal fad ta exocers or delivar the Exloppal Cenificate witin such 10 e pediod, the Requasting Party
lating that: {[) e Lonso i In full forco ord effect witheed medificallon gxcapt ap may bo rpresesisd by R
ud delnuhe by the Requesing Party's perfarmanca, and I ¥ Lesar | the Requusting Party, nol mass Ihan coe

‘on It part 1o provige guch an Es
Lonaa, the exent of which wif by
Ceitilcale In 8 ikmety fashian the m

Estoppal Ceriitcatr. Such Inemass
Piata the Esloprel Corsfete nor phiven! the exereise of any of tha eshar rights B remadios. graried haveundar,
|
b (e} I Lesaor desites ta firiance, refinarce, or 30l ha Premlses, or any part hereal, Lagess and all Guoranior shall win 10 days
-pq'er weillen mollea frem Lossor dalvdr Lo =7y palendal kader or purchaser desicnaled by Lesser such ranclal stalamers &8 My ba raasanaby
méukedhrml‘mdumnulehnu. MEAing but nal imied 10 Leases's Mnandal siatsments fior Lher pmsd 3 wanrs. AU guch finanelal steteeniants ghal
B recahed by Leaaor and such larddal or purehaser In confidence and shall b used caly far the purpases harein sat fadh,
17, Dafinitlen of Lassor. The|tamm *Lessor™ a8 used harel shal maan 18 ouweRs of deners ot the tme in question of e fas e 1 ihe
Premizag, ar, It Is @ sublasss, of (e Lessse's Inferest 1% the price lanse, Infhe ovant of & ransfer of Loseces tilh o Ininrest v tha Péomicas o ihle
Lanse, Lesser shall doitvar to Ihe irapsferes ar #saglgnen (n cash or by cred any unwsed Seeurty Daposl held by Loasor, Upén sueh Bansfar o
aaslanment and dellvery of tha Satuflty Doposll, as alcredaid, the prior Leasor shadl b raffeved of all Aabimy win maped o 1ha ehilgations sndio:
:nnumnhurdmrﬁ“mhmﬂqntnpemmwmmw, Subjecd to lha fvegoing, the a andiar in s Leass (o be
peftamed by the Lessor shall e binailng anty upen e Lossar a3 hersinsbove dafinad,
1 Sovarability. The ievalidit of any provalon of s Leasz, an delermined by & sourt of cesnpetent Jurindiction, st In no way atiect e
valdlty of ary otner provialon haneof,
18 Dayn. Unlass alhenvise spasiiicaly Indicated to B contrary, the werd "days™ as wsed I s Lnuahlmmmﬂmrqwnlumem.
a0, Licnitation on Liabiiity, Tha ctdgolicns of Lessor undsr i Laass shal nel consthute peracral ctilgations ef Lossor, o s pasiners,
mefribers, droclers, officen o sharehbidam and Loagns shall kook ta the Pramiszs, and e na olher aesels of Lassar, Tot the snlisfacton of sey ety
af Lesacr with raspact 1o thls Leasn, ard shal aal seak recourse againgl Lessod's periners, memsers, directars, officers of sharsheldars, or &y of thelr
parsenai sasels for such eafisfaction, :
=4 Tiene ef Besence, Thmels of tha Jn:mmhuspocl I the periormancs of oll cefigailsna lo b parformed e cbesrved B the Pariles undor
this Lease.
22 Ma Prior or Other Agresmdnis; Braker Disclakmer, This Lasan conias sl agfamanis betwran Ma Pariss. wilh reapae] o any matiar
manigned heseln, and no ather piicr br coniamparenpais Agreemant or uaderstanding shall b effclive. Leseor and Leason aach reproaects nnd
5 | the Brodears thal ¥ has made, and ks relyiag solely upan, Hu own ievesligalion as to tha nalure, Qualgy, chorscter snd Anancial reapenisibllty
o I aiher Party to this Lonse and efio the Lse, nofre, quelty and characler of the Premisss. Brokers hawa no rasponalbiily with Meaped ol o
VIR regnecl fa any defoul or breach hareol by elihor Paity.
23 Haotloos,

231 Motlce Roguiremants. AN nedoas requisad of permitied by this Laass er apiicane Law ahail be fn willing snd may be dalbarned i
Fregon (hy hand of by courter) er may|be sent by vegutar, canified of reglstored mail or U8, Pastal Serdes Epruas Mal, with potage prapald, o by
T & frarardaslon or by amal, ond shall ba dasrnod sutfizianily ghan ¥ gared in 8 eanner apacified In this Parngraph 23, The addras s noled
2 1a & Party's slgnaluem on fils|Leasa shal ba Bt Parly's gddinas for debery o maling of nolicas, Eliner Party may by willén noica s tr
cifer apecty o diflerend addreas far folice, except (hat wpon Lessen's laking possssalon of ine Prefiised, ihe Prembes shall conssiuty Lagsen's
edd!nu far patlce. A oy of & nethesd (o Leasor shak be eoneumenty ransmitied L much paety of partfos ot such Bddrosses as Lexssr moy fom fime
12 tkhe hereatee dasignats n wrisng.

232 Dot of Noico. Afy nefioa sant by reghlaced or camfied mail, rehum roceid requualed, shall ba deermed ghen an ghe date of
delvery shaem on ha recalal cand, ar M delvery dite b abowm, te postmask herecn, If ot by reguior mal tha nolics shall be deamag givan 72
Fizurs &far the sama |s addroasag as pquired haredn and malled wilh poslage prepesd. Holloss efllvired by Lintiod Stales Exprass Mal o cwnmight
courlar Ba| guaraniess nast cay dobvery ehall be dpamad ghaen 24 hours e dellvery of the sama 1a (he Postal Sandes ar cousiar, Motices delvered
by hand, ar by facsimile o g by amall nhuwmmmddmmsdummmht i nollca |8 recehed én o Salwrdny,
Sundiry or begal haliday, it shal be doa red mcatved an ihe paxt busingss day.
24, Walvers.

{a) Ho walver by Leas, of the Dalout or Breach of smy lenm, covwnsnl or candltion harea! by mmmuhdww-wmn{n,-
olhet tamm, eavenant o candlllan he o of any subsequant Dofaut or Brassh by Leeses of tho sams or of ariy glher lorm, covenant ar condiion
hamol. Leasors consent to, or appraval af, soy net shall ref b dosrsed 2 rendar unnaciesary lho obtaising of Lesser's cermaen 1o, or approved of, any
:uhsvgwml or #indlar ack by Lesaes, 0 ba constised as the basls of an esloppel 1o ardores (he Proision or prouisions of e Lense recuiring such
consen!,

) The accaplance enf'by Lessor shall nol ba o willver of any Defaut or Bedach by Lecsoo. Ay pIYmEnt by Lasson may be
socopded by Leaser or seceunl of or demages due Lessor, 0 any qualtylng oF eondiiora made by Loages In
conniiion (herewith, which suth sial andior condilions shall boumﬁ:rwuaﬁhunﬂlltuwwmwuwwnmlcmm&gw
Leasor ot or balore tha Ema of depesil paymant,

! i) THE PARTIES THAT THE TERMS OF THIS LEASE SHALL GOVERN WITH REGARD TO ALL MATTERS RELATED
THEHETO AND HEREEY WAVE [PROVIZIONS OF ANY PRESENT OR FUTURE STATUTE TO THE EXTENT THAT BUCH STATUTE I3
INCOMEISTENT WITH THIS LEASE, | |
5 Diaclostres Regarding

; Mure of a Roal Entats Agancy Ralationship,
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i (s} Whan anlaring
oufaed umderstand what typa of 2
Scknowiedge belng oddsed by il
L

En£: dlsgaslan with & roal asiais agant fega

rEApent A Lassors sgert under 8 Hafing agresment with the Laasar

el & rual estale tangection, § Lasscr o Lossen shoud frem the
ney refalicnship er reprosantation i has In the Urangacion. Leasor and Lagane

& I this rarsnctien, as folows:

with Ik sgent or agents

mnmmnthrml.rasww. A

L
.‘_..uuor. agan? of subagant hos i
deaings with the Lassar, o fhe {oal
duty of honasl and fair dealing and)
wnpewuulmmhmin.am
cortidanilal information oblalned

an
Lossors agant, aven ¥ by gpres
acling only for & Letdas hag (he
doaliags wir tha Leapoe.
duty of tiannal &nd falr daating and
Areparty het a1 fal known io, o
e{!n‘!'dwﬂlaltdmnufund:lnlnudh

Ywing affrmadve bl i Ta e Leasor utmeat cure, integelty, honaaty, and loyalty by

Am agan
hancity, and loyaity in

I tha dligent attention and ctsarvasion of, he Parlles, An aject [s nat obigaled ta
he athar Party which doss ol bvolve e affmalive dutles sed forh nbave

i wy 1 A renl estaln agent, sfther acling directly or through ene or mare asscelais
Nlganzes, can legaly b 1he agent of Ih Lessor and the Leseen In & rsnsacilon, bul erly with Ihe knoadedge srd cansent of belh B Lagtor erd
iHe Lassoa. In & dual agency situa I' ther agert hak the follawing sfrmative cbigatluns 1o Eost the Loaser ard te Lesson: o & Buclary duty of
uimead carg, Inlegrty, honsely and In the dealings with ellhor Lassor or the Legses, b, Ciher dullas 16 he Lessar png Ihe Lesaee a3 ststed
abave In e () o (1. in rep % bath Lessor and Lessee, ihe ngant may nol without the wpress parmissicn of he reapaclive Pary

dizcican ta the iher Party thal the L
rurk than dhat eferod, The above dull
e Intoraals, Lasaor snd Lesges &
Aol estnle agaet s W paraan quall
(] Brokars hove
olbeer fagrad procseding Invalving any i)
Siart Dale and faad Ihe lshiily fdud
131 excoed the foo calved by such
ap‘;:mma to amy groes nogligance or
i 1] Lagsar and Leas
Byiauch Party to be canlidantia),
20, Ho Right Ta Haldewvar. L
ihis Leasa, 11 lhe evend that Lossoe H
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EXHIBIT A

400 W, Gardena Bivd.
Carson, CA 90248
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Maving Fence, Need the additional parking to the edge of our space,
Removing the non-working compressers from the parking lat.

Removing the car shelters and work booths in the parking lot.

Remaving the bullding signage and replacing up a Palar Sign

Upgrading the 240 Vac to 480 VAC at the maln panel in the machine area,
Installing GO0 sq / ft of electronic assembly, with HVAC

Upgrading the lighting, in the parking lot and the warehouse,




Exhibit 10.2
EXHIBIT C
Lease Amendment

This is an amendment to the Standard Industrial/Commercial lease agreement for property at 354 W. Gardena Blvd, Carson, CA. 90248 between 354 W. Gardena,
LLC, Lessor, and Polar Power, Inc., Lessee.

A. Delay in possession: Lessor needs more time to make property available for lessee. Delay in possession requires the following amendments:
a. Commencement Date: The new commencement date shall be _August 21, 2018 and the new termination date August 31, 2023.
The prorated rent from August 21 , 2018 to August 31, 2018 shall be $8,103.95 . Calculated at ($22,838.40/31) x 11__ days.

c. Lessor grants lessee a credit of $11,419.20 to be applied as a reduction of rent for each of the following months:

i.  October 2018.
ii. November 2018.

d.  Lessor grants lessee a credit of $11,761.78 to be applied as a reduction of rent for each of the following months:

i.  September 2019.
ii. October 2019.

Read and agreed to by representatives of each party:

/s/ Marlene Alter 8/20/18 /s/ Luis Zavala 8/20/18
Marlene Alter, Lessor Date Luis Zavala, Lessee Date
End of Exhibit C




Exhibit 10.3
EXHIBIT D
Lease Amendment
Dated: November 7, 2018
By and Between (Lessor): 334 W. Gardena Blvd, LLC.
By and Between (Lessee): Polar Power, Inc.
Address of Property: 400 W. Gardena Blvd., Carson, CA. 90248

This amendment is retroactively made effective to date of original lease signing, May 9, 2018. The purpose of this amendment is to correct a few line items that are considered
by both parties as minor typing errors.

A. The property address originally listed on the lease agree as 354 W. Gardena Blvd, Carson, CA. 90248 is hereby corrected to 400 W. Gardena Blvd, Carson, CA. 90248.
Read and agreed to by representatives of each party:

/s/ Marlene Alter 11/7/18 /s/ Luis Zavala 11/7/18

Marlene Alter, Lessor Date Luis Zavala, Lessee Date
End of Exhibit D




EXHIBITE
Lease Amendment
Dated: November 7, 2018
By and Between (Lessor): 334 W. Gardena Blvd, LLC.
By and Between (Lessee): Polar Power, Inc.
Address of Property: 400 W. Gardena Blvd., Carson, CA. 90248
The purpose of this amendment is to agree on building alterations as follows:

A. The current office space to be remodeled. Over 95% of the structure will be replaced with new construction. See attached diagram.

B. A second room to be added towards the rear of the warehouse space to be used as a clean room for electronics assembly. See attached diagram.

C. Lessee to cover cost of alterations.
Read and agreed to by representatives of each party:

/s/ Marlene Alter 11/7/18 /s/ Luis Zavala

11/7/18

Marlene Alter, Lessor Date Luis Zavala, Lessee
End of Exhibit E

Date




Exhibit 10.4

AlR i

3rd AMENDMENT TO LEASE Previous two amendments are Exhibit D and Exhibit E dated November 7, 2018 THIS AMENDMENT TO

Delaware Corporation (“Lessee”).

WHEREAS, on or about May 9, 2018, a Lease was entered into by and between Lessor and Lessee relating to certain real property commonly known as: 400 W. Gardena
Blvd., Carson, CA 90248 (the “Premises”), and

WHEREAS, Lessor and Lessee & have 0O have not previously amended said Lease, and
WHEREAS, the Lessor and Lessee now desire to amend said Lease,

NOW, THEREFORE, for payment of TEN DOLLARS and other good and valuable consideration to Lessor, the receipt and sufficiency of which is hereby acknowledged, the
parties mutually agree to make the following additions and modifications to the Lease:

TERM: The Expiration Date is hereby O advanced ® extended to August 31, 2026

0 AGREED USE: The Agreed Use is hereby modified to:

BASE RENT ADJUSTMENT: Monthly Base Rent shall be as follows: September 1, 2023 @_$1.05/sq_ft = $30,744.00 September 1, 2024 @_$1.25/sq_ft = $36,600.00
September 1, 2025 @_$1.40/sq ft = $40,992.00.

OTHER: Additional security deposit of $15,287.20 to be paid.

OTHER: Lessor to remove Prestige Motorcoach sign.

This Amendment shall not be construed against the party preparing it, but shall be construed as if all Parties jointly prepared this Amendment and any uncertainty and
ambiguity shall not be interpreted against any one party.

All other terms and conditions of the Agreement shall remain unchanged and shall continue in full force and effect except as specifically amended herein.
PAGE 1 OF 2
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EXECUTED as of the day and year first above written.

By LESSOR: By LESSEE:

354 W. Gardena, LLC a California Limited Liability Company Polar Power, Inc. a Delaware Corporation

By: /s/ Marlene G. Alter By: /s/ Arthur D. Sams

Name Printed: Marlene G. Alter Name Printed: Arthur D. Sams

Title: Managing Partner Title: President, CEO

Phone: (310) 403-6303 Phone: (310) 830-9183

Fax: Fax:

Email: mgalterl@aol.com Email: asams@polarpowerinc.com
By: By: /s/ Luis Zavala

Name Printed: Name Printed: Luis Zavala

Title: Title: Chief Financial Officer
Phone: Phone: (XXX) XXX-XXXX

Fax: Fax:

Email: Email: lzavala@polarpowerinc.com
Address: 1130 Benedict Canyon Drive., Beverly Hills, CA 90210 Address: 249 E. Gardena Blvd., Gardena, CA 90248
Federal ID No.: 80-0262407 Federal ID No.: 33-0479020

AIR CRE. 500 North Brand Blvd, Suite 900, Glendale, CA 91203, Tel 213-687-8777, Email contracts@aircre.com NOTICE: No part of the works may be reproduced
in any form without permission in writing.
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Exhibit 31.1
CERTIFICATION
1, Arthur D. Sams, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Polar Power, Inc.;

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: May 15, 2023 /s/ Arthur D. Sams
Arthur D. Sams
President, Chief Executive Officer and Secretary
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATION
1, Luis Zavala, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Polar Power, Inc.;

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: May 15, 2023 /s/ Luis Zavala
Luis Zavala
Chief Financial Officer
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER PURSUANT TO 18 U.S.C. SECTION 1350 AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Polar Power, Inc. (the “Company”) for the quarterly period ended March 31, 2023, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certify in their capacities as the Chief Executive Officer and the Chief Financial
Officer of the Company, respectively, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: May 15, 2023

/s/ Arthur D. Sams /s/ Luis Zavala

Arthur D. Sams Luis Zavala

President and Chief Executive Officer Chief Financial Officer
(Principal Executive Officer) (Principal Financial Officer)

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signatures that appear in typed
form within the electronic version of this written statement required by Section 906, has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.




