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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 1—Financial Statements
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(amounts in thousands)
September 30,
2014

December 31,
2013

$

66,434
273,938
82,541
6,382
4,868
4,607
438,770
27,745
51,276
2,178
751
520,720

$

109,346
22,524
18,316
150,186

$

ASSETS
Current Assets:
Cash and cash equivalents
Accounts receivable, net
Inventories
Deferred income taxes
Prepaid expenses and other current assets
Income taxes receivable
Total current assets
Property and equipment, net
Goodwill
Other intangibles, net
Other assets
Total Assets

$

$

42,547
283,051
79,141
6,382
5,117
2,256
418,494
27,600
51,276
2,854
720
500,944

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Accounts payable
Accrued expenses and other liabilities
Accrued payroll
Total current liabilities

$

Deferred income taxes
Other liabilities
Total Liabilities
Stockholders’ Equity:
Common stock
Additional paid-in capital
Retained earnings
Treasury stock, at cost
Total Stockholders’ Equity
Total Liabilities and Stockholders’ Equity

$

See notes to unaudited condensed consolidated financial statements.
1

124,821
22,362
14,935
162,118

16,274
2,476
168,936

16,224
2,773
181,115

282
106,149
261,215
(15,862)
351,784
520,720

281
104,932
230,478
(15,862)
319,829
500,944

$
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 1—Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)
(amounts in thousands, except per share data)
Three Months Ended
September 30,
2014
2013

Nine Months Ended
September 30,
2014
2013

Net sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Income from operations
Interest/other expense, net
Income before taxes
Income tax provision
Net income

$639,570
555,918
83,652
63,235
20,417
(36)
20,381
(8,204)
$ 12,177

$580,356
503,803
76,553
59,043
17,510
(39)
17,471
(6,882)
$ 10,589

$1,832,574
1,592,309
240,265
188,900
51,365
(72)
51,293
(20,556)
$ 30,737

$1,643,066
1,425,759
217,307
174,289
43,018
(135)
42,883
(17,042)
$ 25,841

Earnings per common share:
Basic

$

0.46

$

0.40

$

1.17

$

0.99

$

0.46

$

0.40

$

1.16

$

0.98

Diluted
Shares used in computation of earnings per common share:
Basic
Diluted

26,266

26,169

26,225

26,099

26,524

26,399

26,498

26,351

See notes to unaudited condensed consolidated financial statements.
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 1—Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(amounts in thousands)
Nine Months Ended
September 30,
2014
2013

Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Stock-based compensation expense
Provision for doubtful accounts
Deferred income taxes
Excess tax benefit from exercise of equity awards
Loss on disposal of fixed assets
Income tax benefit from stock-based compensation
Changes in assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other current assets
Other non-current assets
Accounts payable
Accrued expenses and other liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities:
Purchases of property and equipment
Proceeds from sale of equipment
Net cash used for investing activities
Cash Flows from Financing Activities:
Excess tax benefit from exercise of equity awards
Exercise of stock options
Issuance of stock under Employee Stock Purchase Plan
Payment of payroll taxes on stock-based compensation through shares withheld
Repayment of capital lease obligation to affiliate
Net cash provided by financing activities
Increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Non-cash Investing Activities:
Accrued capital expenditures
Issuance of nonvested stock from treasury
Supplemental Cash Flow Information:
Income taxes paid

$ 30,737
5,998
702
826
50
(503)
—
—

5,011
753
727
(126)
(228)
7
505

8,287
(3,400)
(2,102)
(31)
(15,430)
3,749
28,883

15,592
(6,736)
(157)
(17)
(963)
1,198
41,407

(5,522)
10
(5,512)

(4,943)
—
(4,943)

503
186
360
(533)
—
516
23,887
42,547
$ 66,434

228
1,654
307
(577)
(802)
810
37,274
39,907
$77,181

$

$

290
—

$ 22,092

See notes to unaudited condensed consolidated financial statements.
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$25,841

320
403

$17,075
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 1—Financial Statements
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(amounts in thousands, except per share data)
Note 1—Basis of Presentation
The accompanying condensed consolidated financial statements of PC Connection, Inc. and its subsidiaries (the “Company,” “we,” “us,” or “our”)
have been prepared in accordance with accounting principles generally accepted in the United States of America. Such principles were applied on a basis
consistent with the accounting policies described in our Annual Report on Form 10-K for the year ended December 31, 2013, filed with the Securities and
Exchange Commission (the “SEC”). The accompanying condensed consolidated financial statements should be read in conjunction with the financial
statements contained in our Annual Report on Form 10-K.
In the opinion of management, the accompanying unaudited condensed consolidated financial statements contain all adjustments (consisting only of
normal recurring adjustments) necessary for a fair presentation of the results of operations for the interim periods reported and of the Company’s financial
condition as of the date of the interim balance sheet. The Company considers events or transactions that occur after the balance sheet date but before the
financial statements are issued to provide additional evidence relative to certain estimates or to identify matters that require additional disclosure.
Subsequent events have been evaluated through the date of issuance of these financial statements. The operating results for the three and nine months ended
September 30, 2014 may not be indicative of the results expected for any succeeding quarter or the entire year ending December 31, 2014.
Use of Estimates in the Preparation of Financial Statements
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions. These estimates and assumptions affect the amounts reported in the accompanying condensed consolidated
financial statements. Actual results could differ from those estimates.
Comprehensive Income
We had no items of comprehensive income, other than our net income for each of the periods presented.
Recently Issued Financial Accounting Standard
On May 28, 2014, the Financial Accounting Standards Board, or the FASB, issued Accounting Standards Update 2014-09, Revenue from Contracts
with Customers (“ASU 2014-09”), its final standard on revenue from contracts with customers. ASU 2014-09 outlines a single comprehensive model for
entities to use in accounting for revenue arising from contracts with customers and supersedes most current revenue recognition guidance, including
industry-specific guidance. The core principle of the revenue model is that an entity recognizes revenue to depict the transfer of promised goods or services
to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. In applying the
revenue model to contracts within its scope, an entity identifies the contract(s) with a customer, identifies the performance obligations in the contract,
determines the transaction price, allocates the transaction price to the performance obligations in the contract, and recognizes revenue when (or as) the entity
satisfies a performance obligation. ASU 2014-09 applies to all contracts with customers that are within the scope of other topics in the FASB Accounting
Standards Codification. ASU 2014-09 also requires significantly expanded disclosures about revenue recognition. ASU 2014-09 is effective for the Company
on January 1, 2017. We are currently assessing the potential impact of the adoption of ASU 2014-09 on our financial statements.
4
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Note 2—Earnings Per Share
Basic earnings per common share is computed using the weighted average number of shares outstanding. Diluted earnings per share is computed using
the weighted average number of shares outstanding adjusted for the incremental shares attributable to nonvested stock units and stock options outstanding, if
dilutive.
The following table sets forth the computation of basic and diluted earnings per share:
Three Months Ended
2014
2013

September 30,

Numerator:
Net income

$12,177

$10,589

$30,737

$25,841

26,266
258
26,524

26,169
230
26,399

26,225
273
26,498

26,099
252
26,351

Denominator:
Denominator for basic earnings per share
Dilutive effect of employee stock awards
Denominator for diluted earnings per share
Earnings per share:
Basic
Diluted

Nine Months Ended
2014
2013

$

0.46

$

0.40

$

1.17

$

0.99

$

0.46

$

0.40

$

1.16

$

0.98

For the three and nine months ended September 30, 2014 and 2013, we had no outstanding nonvested stock units or stock options that were excluded
from the computation of diluted earnings per share because including them would have had an anti-dilutive effect.
Note 3—Segment and Related Disclosures
The internal reporting structure used by our chief operating decision maker (“CODM”) to assess performance and allocate resources determines the
basis for our reportable operating segments. Our CODM is our Chairman of the Board of Directors, and she evaluates operations and allocates resources based
on a measure of operating income.
Our operations are organized under three reporting segments—the SMB segment, which serves primarily small- and medium-sized businesses; the
Large Account segment, which serves primarily medium-to-large corporations; and the Public Sector segment, which serves primarily federal, state, and local
governmental and educational institutions. In addition, the Headquarters/Other group provides services in areas such as finance, human resources,
information technology, marketing, and product management. Most of the operating costs associated with the Headquarters/Other group functions are
charged to the operating segments based on their estimated usage of the underlying functions. Certain headquarters costs relating to executive oversight and
other fiduciary functions that are not allocated to the operating segments are included under the heading of Headquarters/Other in the tables below.
5
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Net sales presented below exclude inter-segment product revenues. Segment information applicable to our reportable operating segments for the three
and nine months ended September 30, 2014 and 2013 is shown below:
Three Months Ended
2014
2013

September 30,

Net sales:
SMB
Large Account
Public Sector
Total net sales
Operating income (loss):
SMB
Large Account
Public Sector
Headquarters/Other
Total operating income
Interest/other expense, net
Income before taxes
Selected Operating Expense:
Depreciation and amortization:
SMB
Large Account
Public Sector
Headquarters/Other
Total depreciation and amortization

$254,432
201,979
183,159
$639,570

$235,285
193,124
151,947
$580,356

$ 775,959
625,187
431,428
$1,832,574

$ 713,157
575,671
354,238
$1,643,066

$

7,133
10,879
4,743
(2,338)
$ 20,417
(36)
$ 20,381

$

8,201
8,595
2,806
(2,092)
$ 17,510
(39)
$ 17,471

$

24,510
28,981
4,552
(6,678)
51,365
(72)
51,293

$

$

$

$

3
1,023
91
4,881
5,998

$

$

Assets at September 30, 2014:
SMB
Large Account
Public Sector
Headquarters/Other
Total assets

Nine Months Ended
2014
2013

1
348
23
1,761
2,133

$

2
528
45
1,100
1,675

$
$

$

$
$

$

24,236
21,870
2,404
(5,492)
43,018
(135)
42,883

4
1,566
122
3,319
5,011

$ 177,969
241,554
65,461
35,736
$ 520,720

The assets of our three operating segments presented above consist primarily of accounts receivable, intercompany receivable, goodwill, and other
intangibles. Assets reported under the Headquarters/Other group are managed by corporate headquarters, including cash, inventory, and property and
equipment. Total assets for the Headquarters/Other group are presented net of intercompany balances eliminations of $27,309 as of September 30, 2014. Our
capital expenditures consist largely of IT hardware and software purchased to maintain or upgrade our management information systems. These systems serve
all of our subsidiaries, to varying degrees, and as a result, our CODM does not evaluate capital expenditures on a segment basis.
Note 4—Commitments and Contingencies
We are subject to various legal proceedings and claims, including patent infringement claims, which have arisen during the ordinary course of
business. In the opinion of management, the outcome of such matters is not expected to have a material effect on our financial position, results of operations,
and cash flows.
We are subject to audits by states on sales and income taxes, unclaimed property, employment matters, and other assessments. A comprehensive
multi-state unclaimed property audit continues to be in progress. While
6
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management believes that known and estimated unclaimed property liabilities have been adequately provided for, it is too early to determine the ultimate
outcome of such audits, as not all formal assessments have been finalized. Additional liabilities for this and other audits could be assessed, and such
outcomes could have a material, negative impact on our financial position, results of operations, and cash flows.
Note 5—Bank Borrowing and Trade Credit Arrangements
We have a $50,000 credit facility collateralized by our receivables that expires February 24, 2017. This facility can be increased, at our option, to
$80,000 for approved acquisitions or other uses authorized by the lender on substantially the same terms. Amounts outstanding under this facility bear
interest at the one-month London Interbank Offered Rate, or LIBOR, plus a spread based on our funded debt ratio, or in the absence of LIBOR, the prime rate
(3.25% at September 30, 2014). The one-month LIBOR rate at September 30, 2014 was 0.15%. The credit facility includes various customary financial ratios
and operating covenants, including minimum net worth and maximum funded debt ratio requirements, and default acceleration provisions. Funded debt ratio
is the ratio of average outstanding advances under the credit facility to Adjusted EBITDA (Earnings Before Interest Expense, Taxes, Depreciation,
Amortization, and Special Charges). The maximum allowable funded debt ratio under the agreement is 2.0 to 1.0. Decreases in our consolidated Adjusted
EBITDA could limit our potential borrowings under the credit facility. We had no outstanding bank borrowings at September 30, 2014, and accordingly, the
entire $50,000 facility was available for borrowings under the credit facility.
At September 30, 2014, we had security agreements with two financial institutions to facilitate the purchase of inventory from various suppliers under
certain terms and conditions. The agreements allow a collateralized first position in certain branded products in our inventory financed by the financial
institutions up to an aggregated amount of $57,000. The cost of such financing under these agreements is borne by the suppliers by discounting their
invoices to the financial institutions. We do not pay any interest or discount fees on such inventory. At September 30, 2014 and December 31, 2013,
accounts payable included $21,682 and $15,543, respectively, owed to these financial institutions.
7
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 2—MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS
Our management’s discussion and analysis of our financial condition and results of operations include the identification of certain trends and other
statements that may predict or anticipate future business or financial results that are subject to important factors that could cause our actual results to
differ materially from those indicated. See Item 1A. “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2013 on file with
the SEC.
OVERVIEW
We are a direct marketer of a wide range of information technology, or IT, solutions. We help our customers design, enable, manage, and service their
IT environments. We provide IT products, including computer systems, software and peripheral equipment, networking communications, and other products
and accessories that we purchase from manufacturers, distributors, and other suppliers. We also offer services involving design, configuration, and
implementation of IT solutions. These services are performed by our personnel and by third-party providers. We operate through three sales segments, which
serve primarily: (a) small- to medium-sized businesses, or SMBs, through our PC Connection Sales subsidiary, (b) large enterprise customers, in our Large
Account segment, through our MoreDirect subsidiary, and (c) federal, state, and local governmental and educational institutions, in our Public Sector
segment, through our GovConnection subsidiary.
We generate sales primarily through outbound telemarketing and field sales contacts by account managers focused on the business, education, and
government markets, our websites, and inbound calls from customers responding to our catalogs and other advertising media. We seek to recruit, retain, and
increase the productivity of our sales personnel through training, mentoring, financial incentives based on performance, and updating and streamlining our
information systems to make our operations more efficient.
As a value added reseller in the IT supply chain, we do not manufacture IT hardware or software. We are dependent on our suppliers—manufacturers
and distributors that historically have sold only to resellers rather than directly to end users. However, certain manufacturers have on multiple occasions
attempted to sell directly to our customers, and in some cases, have restricted our ability to sell their products directly to certain customers, thereby
attempting to eliminate our role. We believe that the success of these direct sales efforts by suppliers will depend on their ability to meet our customers’
ongoing demands and provide objective, unbiased solutions to meet their needs. We believe more of our customers are seeking comprehensive IT solutions,
rather than simply the acquisition of specific IT products. Our advantage is our ability to be product-neutral and provide a broader combination of products,
services, and advice tailored to customer needs. By providing customers with customized solutions from a variety of manufacturers, we believe we can
mitigate the negative impact of continued direct sales initiatives from individual manufacturers. Through the formation of our ProConnection services group
we are able to provide customers with complete IT solutions, from identifying their needs, to designing, developing, and managing the integration of
products and services to implement their IT projects. Such service offerings carry higher margins than traditional product sales. Additionally, the technical
certifications of our service engineers permit us to offer higher-end, more complex products that generally carry higher gross margins. We expect these service
offerings and technical certifications to continue to play a role in sales generation and improve gross margins in this competitive environment.
The primary challenges we continue to face in effectively managing our business are (1) increasing both revenue and gross margin in all three
segments, (2) recruiting, retaining, and improving the productivity of our sales personnel, and (3) effectively controlling our selling, general, and
administrative, or SG&A, expenses while making major investments in our IT systems and solution selling personnel.
8
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To support future growth, we are expanding our IT solution business, which requires the addition of highly-skilled service engineers. Although we
expect to realize the ultimate benefit of higher-margin service revenues under this multi-year initiative, we believe that our cost of services will increase
significantly as we add service engineers. If our service revenues do not grow enough to offset the cost of these headcount additions, our operating results
may decline.
Market conditions and technology advances significantly affect the demand for our products and services. Virtual delivery of software products and
advanced Internet technology providing customers enhanced functionality have substantially increased customer expectations, requiring us to invest more
heavily in our own IT development to meet these new demands. This investment includes significant planned expenditures to update our websites, as buying
trends change and electronic commerce continues to grow.
Our investments in IT infrastructure are designed to enable us to operate more efficiently. In the third quarter of 2013, we completed the first phase of a
Customer Master Data Management, or MDM, software project, and placed into service $12.0 million of related software and integration costs. Accordingly,
depreciation expense will include approximately $2.0 million (or approximately $0.5 million per quarter) related to this project. The Customer MDM
software provides us with a more comprehensive view of our customers and serves as a foundation for future IT investments. While we have not yet finalized
our decisions regarding to what extent additional software will be acquired, we expect to increase our capital investments in our IT infrastructure, which if
fully implemented, would likely exceed $20 million over the next three to five years.
RESULTS OF OPERATIONS
The following table sets forth information derived from our statements of income expressed as a percentage of net sales for the periods indicated:
Three Months Ended
2014
2013

September 30,

Net sales (in millions)

$ 639.6

Gross margin
Selling, general and administrative expenses
Income from operations

13.1%
9.9
3.2%

$ 580.4
13.2%
10.2
3.0%

Nine Months Ended
2014
2013

$1,832.6
13.1%
10.3
2.8%

$1,643.1
13.2%
10.6
2.6%

Net sales in the third quarter of 2014 increased year over year by $59.2 million, or 10.2%, compared to the third quarter of 2013, due to increased sales
in all three of our sales segments. Sales increased due to the release of pent-up corporate refresh demand for IT project rollouts that were delayed from 2013.
Gross margin (gross profit expressed as a percentage of net sales) was largely unchanged compared to the prior year quarter. SG&A expenses decreased as a
percentage of net sales, but increased in dollars due to incremental variable compensation associated with higher gross profits and investments in solution
sales and support personnel. Operating income in the third quarter of 2014 increased year over year in both dollars and as a percentage of net sales due to the
increase in net sales.
9
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Net Sales Distribution
The following table sets forth our percentage of net sales by business segment and product mix:
Three Months Ended
2014
2013

September 30,

Nine Months Ended
2014
2013

Business Segment
SMB
Large Account
Public Sector
Total

40%
31
29
100%

41%
33
26
100%

42%
34
24
100%

43%
35
22
100%

Product Mix
Notebook/Tablet
Software
Desktop/Server
Net/Com Product
Video, Imaging & Sound
Printer & Printer Supplies
Storage
Memory & System Enhancement
Accessory/Services/Other
Total

22%
16
16
9
9
6
6
3
13
100%

20%
15
16
10
9
7
6
3
14
100%

22%
16
16
9
9
6
6
3
13
100%

19%
16
15
10
9
7
6
3
15
100%

Gross margin
The following table summarizes our gross margin, as a percentage of net sales, over the periods indicated:
Three Months Ended
2014
2013

September 30,

Business Segment
SMB
Large Account
Public Sector
Total

14.9%
13.1
10.4
13.1%

15.6%
12.1
10.8
13.2%

Nine Months Ended
2014
2013

15.0%
12.5
10.6
13.1%

15.5%
11.6
11.3
13.2%

Cost of Sales and Certain Other Costs
Cost of sales includes the invoice cost of the product, direct employee and third party cost of services, direct costs of packaging, inbound and
outbound freight, and provisions for inventory obsolescence, adjusted for discounts, rebates, and other vendor allowances. Direct operating expenses relating
to our purchasing function and receiving, inspection, warehousing, packing and shipping, and other expenses of our distribution center are included in our
SG&A expenses. Accordingly, our gross margin may not be comparable to those of other entities who include all of the costs related to their distribution
network in cost of goods sold. Such distribution costs included in our SG&A expenses were $3.1 million and $3.4 million in the three months ended
September 30, 2014 and 2013, respectively, and $10.5 million and $10.1 million for the nine months ended September 30, 2014 and 2013, respectively.
Distribution costs as a percentage of net sales for the periods reported are as follows:
Three Months Ended
2014
2013

September 30,

Purchasing/Distribution Center

0.49%
10

0.58%

Nine Months Ended
2014
2013

0.57%

0.61%
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Operating Expenses
The following table breaks out our more significant SG&A expenses for the periods indicated (dollars in millions):
Three Months Ended
2014
2013

September 30,

Personnel costs
Advertising
Facilities operations
Professional fees
Credit card fees
Depreciation and amortization
Other, net
Total

$

$

Percentage of net sales

48.1
3.4
2.9
1.5
2.0
2.1
3.2
63.2

$

44.7
3.7
2.6
1.8
2.0
1.7
2.5
59.0

$

9.9%

10.2%

Nine Months Ended
2014
2013

$ 142.4
11.6
9.0
5.4
5.8
6.0
8.7
$ 188.9

$ 129.9
13.4
7.7
5.7
5.7
5.0
6.9
$ 174.3

10.3%

10.6%

Year-Over-Year Comparisons
Three Months Ended September 30, 2014 Compared to Three Months Ended September 30, 2013
Changes in net sales and gross profit by business segment are shown in the following table (dollars in millions):
Three Months Ended September 30,
2014
2013
% of Net
% of Net
Amount
Sales
Amount
Sales

%
Change

Sales:
SMB
Large Account
Public Sector
Total

$ 254.4
202.0
183.2
$ 639.6

39.8%
31.6
28.6
100.0%

$ 235.3
193.1
152.0
$ 580.4

40.5%
33.3
26.2
100.0%

8.1%
4.6
20.5
10.2%

Gross Profit:
SMB
Large Account
Public Sector
Total

$ 38.1
26.5
19.1
$ 83.7

14.9%
13.1
10.4
13.1%

$ 36.7
23.4
16.5
$ 76.6

15.6%
12.1
10.8
13.2%

3.8%
13.2
15.9
9.3%

Net sales increased in all three segments in the third quarter of 2014 compared to the third quarter of 2013, as explained below:
•

Net sales for the SMB segment increased due to our focus on growing technical solution sales, which led to increased sales of notebook and
desktop/server products.

•

Net sales for the Large Account segment increased due to our focus on growing technical solution sales, and the release of pent-up corporate
refresh demand for IT project rollouts that were delayed from 2013. Software and desktop/server product sales increased by 31% and 11%,
respectively.

•

Net sales to the Public Sector segment increased due to a 30% increase in sales to state and local government and educational institutions offset
by a 3% decrease in sales to the federal government. Sales of notebooks and tablets increased to K-12 educational customers due to higher
demand associated with the implementation of standardized digital testing requirements.
11
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Gross profit for the third quarter of 2014 increased year over year in dollars, but decreased as a percentage of net sales (gross margin), as explained
below:
•

Gross profit for the SMB segment increased due to higher net sales. Gross margin decreased due to lower invoice selling margins (84 basis points)
associated with increased demand for lower-margin desktops and notebook products, which were partially offset by increases in cash discounts
offered by our vendors (18 basis points).

•

Gross profit for the Large Account segment increased due to higher net sales and gross margin, which increased due to improved invoice selling
margins (54 basis points) and higher agency revenues (40 basis points).

•

Gross profit for the Public Sector segment increased due to higher net sales. Invoice selling margins decreased by 43 basis points due to increased
demand for lower margin products, such as notebooks and desktops.

Selling, general and administrative expenses increased in dollars, but decreased as a percentage of net sales in the third quarter of 2014 compared to
the prior year quarter. SG&A expenses attributable to our three operating segments and the remaining unallocated Headquarters/Other group expenses are
summarized below (dollars in millions):

Amount

SMB
Large Account
Public Sector
Headquarters/Other
Total

$ 30.9
15.6
14.4
2.3
$ 63.2

Three Months Ended September 30,
2014
2013
% of
% of
Segment Net
Segment Net
Sales
Amount
Sales

12.1%
7.8
7.8
9.9%

$ 28.4
14.8
13.7
2.1
$ 59.0

12.1%
7.7
9.0
10.2%

%
Change

8.8%
5.4
5.1
9.5
7.1%

•

SG&A expenses for the SMB segment increased in dollars, but was unchanged as a percentage of net sales. The dollar increase was attributable to
investments in solution sales and services and incremental variable compensation associated with higher gross profits, but was partially offset by
reduced advertising expense. SG&A as a percentage of net sales was unchanged due to the leveraging of fixed costs over larger net sales.

•

SG&A expenses for the Large Account segment increased in dollars and as a percentage of net sales. The dollar increase was attributable to
investments in solution sales and services and incremental variable compensation associated with higher gross profits. The increase in SG&A as a
percentage of net sales was due to increase in depreciation expense.

•

SG&A expenses for the Public Sector segment decreased as a percentage of net sales, but increased in dollars due to incremental variable
compensation related to higher gross profits. The decrease in SG&A as a percentage of net sales was due to the leveraging of fixed costs over
larger net sales.

•

SG&A expenses for the Headquarters/Other group increased due to an increase in unallocated personnel and related costs. The
Headquarters/Other group provides services to the three segments in areas such as finance, human resources, IT, marketing, and product
management. Most of the operating costs associated with such corporate headquarters services are charged to the operating segments based on
their estimated usage of the underlying services. The amounts shown above represent the remaining unallocated costs.

Income from operations for the third quarter of 2014 increased to $20.4 million, compared to $17.5 million for the third quarter of 2013. Income from
operations as a percentage of net sales was 3.2% for the third quarter of 2014, compared to 3.0% of net sales for the prior year quarter.
12

Table of Contents

Our effective tax rate was 40.3% for the third quarter of 2014, compared to 39.4% for the third quarter of 2013. Our tax rate will vary based on
variations in state tax levels for certain subsidiaries, valuation reserves, and accounting for uncertain tax positions. We do not expect these variations to be
significant in 2014.
Net income for the third quarter of 2014 increased to $12.2 million, compared to $10.6 million for the third quarter of 2013, due to the increase in
operating income.
Nine Months Ended September 30, 2014 Compared to Nine Months Ended September 30, 2013
Changes in net sales and gross profit by business segment are shown in the following table (dollars in millions):
Nine Months Ended September 30,
2014
2013
% of Net
% of Net
Amount
Sales
Amount
Sales

%
Change

Sales:
SMB
Large Account
Public Sector
Total

$ 776.0
625.2
431.4
$1,832.6

42.3%
34.1
23.6
100.0%

$ 713.2
575.7
354.2
$1,643.1

43.4%
35.0
21.6
100.0%

8.8%
8.6
21.8
11.5%

Gross Profit:
SMB
Large Account
Public Sector
Total

$ 116.7
78.0
45.6
$ 240.3

15.0%
12.5
10.6
13.1%

$ 110.3
66.9
40.1
$ 217.3

15.5%
11.6
11.3
13.2%

5.8%
16.6
13.7
10.6%

Net sales increased for the nine months ended September 30, 2014 compared to the nine months ended September 30, 2013, as explained below:
•

Net sales for the SMB segment increased due to our focus on growing technical solution sales and the expiration in April 2014 of support for the
Windows XP operating system, which generated increased demand for desktops, notebooks, and software products.

•

Net sales for the Large Account segment increased due to our focus on growing technical solution sales, our acquisition of new customers, and
the expiration in April 2014 of support for the Windows XP operating system. In addition, sales increased due to the release of pent-up corporate
refresh demand for IT product rollouts that were delayed from 2013.

•

Net sales to the Public Sector segment increased due to a 26% increase in sales to state and local governments and educational institutions and a
11% increase in sales to the federal government. Sales of notebooks and tablets increased to K-12 educational customers due to higher demand
associated with the implementation of standardized digital testing requirements. Federal government sales increased due to the expiration in
April 2014 of support for the Windows XP operating system, as well as increased sales made under our federal government contracts.

Gross profit for the nine months ended September 30, 2014 increased year over year in dollars, but decreased slightly as a percentage of net sales (gross
margin), compared to the prior year period as explained below:
•

Gross profit for the SMB segment increased due to an increase in net sales. Gross margin decreased year over year due to lower invoice selling
margins (68 basis points) on desktops and notebooks but was partially offset by increases in cash discounts (10 basis points) and agency
revenues (7 basis points).
13
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•

Gross profit for the Large Account segment increased due to higher net sales and gross margin, which increased due to improved invoice selling
margins (61 basis points) and higher agency revenues (22 basis points).

•

Gross profit for the Public Sector segment increased due to an increase in net sales. Invoice selling margins decreased by 81 basis points due to
increased demand for lower margin products such as notebooks and desktops.

Selling, general and administrative expenses increased in dollars, but decreased as a percentage of net sales in the nine months ended September 30,
2014 compared to the prior year period. SG&A expenses attributable to our three operating segments and the remaining unallocated Headquarters/Other
group expenses are summarized below (dollars in millions):

Amount

SMB
Large Account
Public Sector
Headquarters/Other
Total

$ 92.2
49.0
41.0
6.7
$ 188.9

Nine Months Ended September 30,
2014
2013
% of
% of
Segment Net
Segment Net
Sales
Amount
Sales

11.9%
7.8
9.5
10.3%

$ 86.1
45.0
37.7
5.5
$ 174.3

12.1%
7.8
10.6
10.6%

%
Change

7.1%
8.9
8.8
21.8
8.4%

•

SG&A expenses for the SMB segment increased in dollars, but decreased as a percentage of net sales. The dollar increase was attributable to
investments in solution sales and services and incremental variable compensation associated with higher gross profits, but was partially offset by
reduced advertising expense. The decrease in SG&A as a percentage of net sales was due to the leveraging of fixed costs over larger net sales.

•

SG&A expenses for the Large Account segment increased in dollars, but was unchanged as a percentage of net sales due to the leveraging of
fixed costs over larger net sales. The dollar increase was attributable to investments in solution sales and services and incremental variable
compensation associated with higher gross profits.

•

SG&A expenses for the Public Sector segment increased in dollars, but decreased as a percentage of net sales. The dollar increase was due to
higher credit card fees and incremental variable compensation associated with higher gross profits. The decrease in SG&A as a percentage of net
sales was due to the leveraging of fixed costs over larger net sales.

•

SG&A expenses for the Headquarters/Other group increased slightly due to an increase in unallocated personnel and related costs. The
Headquarters/Other group provides services to the three segments in areas such as finance, human resources, IT, marketing, and product
management. Most of the operating costs associated with such corporate headquarters services are charged to the operating segments based on
their estimated usage of the underlying services. The amounts shown above represent the remaining unallocated costs.

Income from operations for the nine months ended September 30, 2014 increased to $51.4 million or 2.8% of net sales, compared to $43.0 million, or
2.6% of net sales for the comparable prior year period. Our increase in operating income and operating margin in the nine months ended September 30, 2014
resulted primarily from the increase in net sales, compared to the prior year period.
Our effective tax rate was 40.1% for the nine months ended September 30, 2014, compared to the effective tax rate of 39.7% for the prior period of
2013. Our tax rate will vary based on variations in state tax levels for certain subsidiaries, valuation reserves, and accounting for uncertain tax positions. We
do not expect these variations to be significant in 2014.
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Net income for the nine months ended September 30, 2014 increased to $30.7 million, compared to $25.8 million for the nine months ended
September 30, 2013, principally due to the increase in operating income.
Liquidity and Capital Resources
Our primary sources of liquidity have historically been internally generated funds from operations and borrowings under our bank line of credit. We
have used those funds to meet our capital requirements, which consist primarily of working capital for operational needs, capital expenditures for computer
equipment and software used in our business, repurchases of common stock for treasury, and as opportunities arise, acquisitions of new businesses.
We believe that funds generated from operations, together with available credit under our bank line of credit, will be sufficient to finance our working
capital, capital expenditure, and other requirements for at least the next twelve calendar months. We expect our capital needs for the next twelve months to
consist primarily of capital expenditures of $10.0 to $12.0 million and payments on leases and other contractual obligations of approximately $4.1 million.
We have undertaken a comprehensive review and assessment of our entire business software needs, including commercially available software that meets, or
can be configured to meet, those needs better than our existing software. While we have not finalized our decisions, regarding to what extent new software
will be acquired, the incremental capital costs of such a project, if fully implemented, would likely exceed $20.0 million over the next three to five years.
We expect to meet our cash requirements for the next twelve months through a combination of cash on hand, cash generated from operations, and
borrowings on our bank line of credit, as follows:
•

Cash on Hand. At September 30, 2014, we had approximately $66.4 million in cash.

•

Cash Generated from Operations. We expect to generate cash flows from operations in excess of operating cash needs by generating earnings
and managing net changes in inventories and receivables with changes in payables to generate a positive cash flow.

•

Credit Facilities. As of September 30, 2014, no borrowings were outstanding against our $50.0 million bank line of credit, which is available
until February 24, 2017. Accordingly, our entire line of credit was available for borrowing at September 30, 2014. This line of credit can be
increased, at our option, to $80.0 million for approved acquisitions or other uses authorized by the bank. Borrowings are, however, limited by
certain minimum collateral and earnings requirements, as described more fully below.

Our ability to continue funding our planned growth, both internally and externally, is dependent upon our ability to generate sufficient cash flow from
operations or to obtain additional funds through equity or debt financing, or from other sources of financing, as may be required. While we do not anticipate
needing any additional sources of financing to fund our operations at this time, if demand for IT products declines, our cash flows from operations may be
substantially affected. See also related risks listed below under “Item 1A. Risk Factors.”
Summary of Sources and Uses of Cash
The following table summarizes our sources and uses of cash over the periods indicated (in millions):
Nine Months Ended
2014
2013

September 30,

Net cash provided by operating activities
Net cash used for investing activities
Net cash provided by financing activities
Increase in cash and cash equivalents

$

$
15

28.9
(5.5)
0.5
23.9

$

$

41.4
(4.9)
0.8
37.3
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Cash provided by operating activities was $28.9 million in the nine months ended September 30, 2014. Operating cash flow in the nine months ended
September 30, 2014 resulted primarily from net income before depreciation and amortization and a decrease in accounts receivable, partially offset by a
decrease in accounts payable and an increase in inventory. Accounts receivable decreased by $8.3 million from the prior year-end balance due to improved
collection efforts as evidenced by our lower days sales outstanding, which decreased to 36 days at September 30, 2014, compared to 37 days at September 30,
2013. Inventory increased from the prior year-end balance by $3.4 million. Inventory turns decreased to 24 turns for the third quarter of 2014 compared to 27
turns for the prior year quarter.
At September 30, 2014, we had $109.3 million in outstanding accounts payable. Such accounts are generally paid within 30 days of incurrence, or
earlier when favorable cash discounts are offered. This balance will be paid by cash flows from operations or short-term borrowings under the line of credit.
This amount includes $21.7 million payable to two financial institutions under inventory trade credit agreements we use to finance our purchase of certain
inventory, secured by the inventory which is financed. We believe we will be able to meet our obligations under our accounts payable with cash flows from
operations and our existing line of credit.
Cash used for investing activities increased by $0.6 million in the nine months ended September 30, 2014 compared to the prior year period due to
increased purchases of property and equipment. These expenditures were primarily for computer equipment and capitalized internally-developed software.
Cash provided by financing activities decreased by $0.3 million due to lower proceeds from the exercise of equity awards.
Debt Instruments, Contractual Agreements, and Related Covenants
Below is a summary of certain provisions of our credit facilities and other contractual obligations. For more information about the restrictive covenants
in our debt instruments and inventory financing agreements, see “Factors Affecting Sources of Liquidity” below. For more information about our obligations,
commitments, and contingencies, see our condensed consolidated financial statements and the accompanying notes included in this Quarterly Report.
Bank Line of Credit. Our bank line of credit extends until February 2017 and is collateralized by our receivables. Our borrowing capacity is up to $50.0
million at the one-month London Interbank Offered Rate, or LIBOR, plus a spread based on our funded debt ratio, or in the absence of LIBOR, the prime rate
(3.25% at September 30, 2014). The one-month LIBOR rate at September 30, 2014 was 0.15%. In addition, we have the option to increase the facility by an
additional $30.0 million to meet additional borrowing requirements. Our credit facility is subject to certain covenant requirements which are described below
under “Factors Affecting Sources of Liquidity.” We did not have any borrowings under the credit facility during the quarter ended September 30, 2014.
Cash receipts are automatically applied against any outstanding borrowings. Any excess cash on account may either remain on account to generate
earned credits to offset up to 100% of cash management fees, or may be invested in short-term qualified investments. Borrowings under the line of credit are
classified as current. At September 30, 2014, the entire $50.0 million facility was available for borrowing.
Inventory Trade Credit Agreements. We have additional security agreements with two financial institutions to facilitate the purchase of inventory from
various suppliers under certain terms and conditions. These agreements allow a collateralized first position in certain branded products in our inventory that
were financed by these two institutions. Although the agreements provide for up to 100% financing on the purchase price of these products, up to an
aggregate of $57.0 million, any outstanding financing must be fully secured by available inventory. We do not pay any interest or discount fees on such
inventory. The related costs are borne by the suppliers as an incentive for us to purchase their products. Amounts outstanding under such facilities, which
equaled $21.7 million in the aggregate as of September 30, 2014, are recorded in accounts payable. The inventory financed is classified as inventory on the
consolidated balance sheet.
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Operating Leases. We lease our corporate headquarters from an affiliated company related through common ownership. The initial term of the fifteenyear lease ended November 30, 2013, and we amended the lease on May 8, 2014 to extend the term for an additional five years. The amendment requires a
monthly payment of $0.1 million. In addition to the rent payable under the facility lease, we are required to pay real estate taxes, insurance, and common area
maintenance charges.
We entered into a ten-year lease for a new distribution center on August 27, 2014. The facility is located in the same office park as our current
distribution center in Wilmington, Ohio. Lease payments commence on September 1, 2015 and require the following series of annual payments:
2015
2016
2017
2018
2019
Thereafter

$
$
$
$
$
$

0.2 million
0.7 million
0.7 million
0.7 million
0.7 million
4.3 million

In addition to the rent payable under the facility lease, we are required to pay real estate taxes, insurance, operating expenses, and common area
maintenance charges.
We also lease additional facilities from our principal stockholders and facilities and equipment from third parties under non-cancelable operating
leases which have been reported in the “Contractual Obligations” section of our Annual Report on Form 10-K for the year ended December 31, 2013.
Sports Marketing Commitments. We have entered into a multi-year sponsorship agreement with the New England Patriots that extends through 2016.
This agreement, which grants us various marketing rights and seating access, requires annual payments aggregating to $0.3 million per year.
Off-Balance Sheet Arrangements. We do not have any other off-balance sheet arrangements that have or are reasonably likely to have, a current or
future material effect on our financial condition, changes in financial condition, results of operations, liquidity, capital expenditures, or capital resources.
Contractual Obligations. The disclosures relating to our contractual obligations in our Annual Report on Form 10-K for the year ended December 31,
2013 have not materially changed since the report was filed, other than with respect to the lease for our new distribution center and the renewal of our lease
for our corporate headquarters as described above.
Factors Affecting Sources of Liquidity
Internally Generated Funds. The key factors affecting our internally generated funds are our ability to minimize costs and fully achieve our operating
efficiencies, timely collection of our customer receivables, and management of our inventory levels.
Bank Line of Credit. Our bank line of credit extends until February 2017 and is collateralized by our receivables. As of September 30, 2014, the entire
$50.0 million facility was available for borrowing. Our credit facility contains certain financial ratios and operational covenants and other restrictions
(including restrictions on additional debt, guarantees, and other distributions, investments, and liens) with which we and all of our subsidiaries must comply.
Any failure to comply with these covenants would constitute a default and could prevent us from borrowing additional funds under this line of credit. This
credit facility contains two financial tests:
•

The funded debt ratio (defined as the average outstanding advances under the line for the quarter, divided by the consolidated Adjusted EBITDA
for the trailing four quarters) must not be more than 2.0
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to 1.0. We did not have any outstanding borrowings under the credit facility during the third quarter of 2014, and accordingly, the funded debt
ratio did not limit potential borrowings as of September 30, 2014. Future decreases in our consolidated Adjusted EBITDA, however, could limit
our potential borrowings under the credit facility.
•

Minimum Consolidated Net Worth must be at least $250.0 million, plus 50% of consolidated net income for each quarter, beginning with the
quarter ended March 31, 2012 (loss quarters not counted). Such amount was calculated as $299.7 million at September 30, 2014, whereas our
actual consolidated stockholders’ equity at this date was in compliance at $351.8 million.

Trade Credit Agreements. These agreements contain similar financial ratios and operational covenants and restrictions as those contained in our bank
line of credit described above. These trade credit agreements also contain cross-default provisions whereby a default under the bank agreement would also
constitute a default under these agreements. Financing under these agreements is limited to the purchase of specific branded products from authorized
suppliers, and amounts outstanding must be fully collateralized by inventories of those products on hand.
Capital Markets. Our ability to raise additional funds in the capital market depends upon, among other things, general economic conditions, the
condition of the information technology industry, our financial performance and stock price, and the state of the capital markets.
SUMMARY OF CRITICAL ACCOUNTING POLICIES AND ESTIMATES
Our critical accounting policies have not materially changed from those discussed in our Annual Report on Form 10-K for the year ended December 31,
2013. These policies include revenue recognition, accounts receivable, vendor allowances, inventory, and the value of goodwill and long-lived assets,
including intangibles.
RECENTLY ISSUED FINANCIAL ACCOUNTING STANDARD
On May 28, 2014, the Financial Accounting Standards Board, or the FASB, issued Accounting Standards Update 2014-09, Revenue from Contracts
with Customers (“ASU 2014-09”), its final standard on revenue from contracts with customers. ASU 2014-09 outlines a single comprehensive model for
entities to use in accounting for revenue arising from contracts with customers and supersedes most current revenue recognition guidance, including
industry-specific guidance. The core principle of the revenue model is that an entity recognizes revenue to depict the transfer of promised goods or services
to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. In applying the
revenue model to contracts within its scope, an entity identifies the contract(s) with a customer, identifies the performance obligations in the contract,
determines the transaction price, allocates the transaction price to the performance obligations in the contract, and recognizes revenue when (or as) the entity
satisfies a performance obligation. ASU 2014-09 applies to all contracts with customers that are within the scope of other topics in the FASB Accounting
Standards Codification. ASU 2014-09 also requires significantly expanded disclosures about revenue recognition. ASU 2014-09 is effective for us on
January 1, 2017. We are currently assessing the potential impact of the adoption of ASU 2014-09 on our financial statements.
INFLATION
We have historically offset any inflation in operating costs by a combination of increased productivity and price increases, where appropriate. We do
not expect inflation to have a significant impact on our business in the foreseeable future.
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 3—QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
For a description of our market risks, see Item 7A. “Quantitative and Qualitative Disclosures About Market Risk” in our Annual Report on Form 10-K
for the fiscal year ended December 31, 2013. No material changes have occurred in our market risks since December 31, 2013.
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 4—CONTROLS AND PROCEDURES
The Company’s management, with the participation of the Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of the
Company’s disclosure controls and procedures as of September 30, 2014. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and
15d-15(e) promulgated under the Exchange Act, means controls and other procedures of a company that are designed to ensure that information required to
be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized, and reported, within the time
periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure
that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the
company’s management, including its principal executive and principal financial officers, as appropriate to allow timely decisions regarding required
disclosure. Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of
achieving their objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
The Company’s disclosure controls and procedures are designed to provide reasonable assurance of achieving their objectives as described above. Based on
this evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of the end of the period covered by this report, the Company’s
disclosure controls and procedures were effective at the reasonable assurance level.
No change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) occurred during the
fiscal quarter ended September 30, 2014 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II—OTHER INFORMATION
Item 1A—Risk Factors
In addition to other information set forth in this report, you should carefully consider the factors discussed in Item 1A. “Risk Factors” in our Annual
Report on Form 10-K for the year ended December 31, 2013, which could materially affect our business, financial position, and results of operations. Risk
factors which could cause actual results to differ materially from those suggested by forward-looking statements include but are not limited to those discussed
or identified in this document, in our public filings with the SEC, and those incorporated by reference in Item 1A. “Risk Factors” in our Annual Report on
Form 10-K for the year ended December 31, 2013.
Item 5—Other Information
On August 27, 2014, we entered into a ten-year lease agreement (the “Wilmington Lease”) with Wilmington Investors, LLC for a distribution center
located in Wilmington, Ohio. The term of the lease and lease payments commence on September 1, 2015 and require the following series of annual payments:
2015
2016
2017
2018
2019
Thereafter

$
$
$
$
$
$

0.2 million
0.7 million
0.7 million
0.7 million
0.7 million
4.3 million

We have the option to renew the lease for two additional five-year periods. Rent at the beginning of each renewal period will be equal to the greater of
(i) the amount of rent for the last year of the previous term plus 3% or (ii) the prevailing fair market value of comparable space in the area. Rent for each lease
year during the renewal periods are subject to a 3% increase per year. Additionally, we have a one-time option for early termination upon the expiration of
the seventh year of the lease.
The foregoing description of the Wilmington Lease is qualified in its entirety by reference to the Wilmington Lease filed as Exhibit 10.1 to this
quarterly report and incorporated by reference herein.
Item 6—Exhibits
Exhibit
Number

Description

10.1*

Lease Agreement between the Registrant and Wilmington Investors, LLC, dated August 27, 2014, for property located at 3188 Progress
Way, Building 11, Wilmington, Ohio.

31.1*

Certification of the Company’s President and Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2*

Certification of the Company’s Senior Vice President, Treasurer and Chief Financial Officer pursuant to Section 302 of the SarbanesOxley Act of 2002.

32.1*

Certification of the Company’s President and Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

32.2*

Certification of the Company’s Senior Vice President, Treasurer 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**

XBRL Instance Document.
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Exhibit
Number

Description

101.SCH**

XBRL Taxonomy Extension Schema Document.

101.CAL**

XBRL Taxonomy Calculation Linkbase Document.

101.DEF**

XBRL Taxonomy Extension Definition Linkbase Document

101.LAB**

XBRL Taxonomy Label Linkbase Document.

101.PRE**

XBRL Taxonomy Presentation Linkbase Document.

*
**

Filed herewith.
Submitted electronically herewith.

Attached as Exhibit 101 to this report are the following formatted in XBRL (Extensible Business Reporting Language): (i) Condensed Consolidated
Balance Sheets at September 30, 2014 and December 31, 2013, (ii) Condensed Consolidated Statements of Income for the three and nine months ended
September 30, 2014 and September 30, 2013, (iii) Condensed Consolidated Statements of Cash Flows for the nine months ended September 30, 2014 and
September 30, 2013, and (v) Notes to Unaudited Condensed Consolidated Financial Statements.
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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.
PC CONNECTION, INC.
Date: October 31, 2014

By:

/ S/ TIMOTHY MCGRATH
Timothy McGrath
President and Chief Executive Officer

Date: October 31, 2014

By:

/ S/ JOSEPH DRISCOLL
Joseph Driscoll
Senior Vice President, Treasurer and Chief Financial Officer
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Exhibit 10.1
LEASE AGREEMENT
THIS LEASE, dated the 27th day of August, 2014 by and between WILMINGTON INVESTORS, LLC, a Delaware limited liability company,
with an address at 111 Magee Avenue, Lavallette, New Jersey 08735 (“Landlord”); and PC CONNECTION, INC., a Delaware corporation, with offices at 730
Milford Road, Merrimack, New Hampshire 03054 (“Tenant”).

W I T N E S S E T H:
ARTICLE I
Demise of Premises
Section 1.01. Landlord, for and in consideration of the rents to be paid and of the covenants and agreements hereinafter contained to be kept and
performed by Tenant, hereby demises and leases unto Tenant, and Tenant hereby hires and takes from Landlord, for the Term (as defined below) and the Rent
(as defined below) and upon the covenants and agreements hereinafter set forth, all of the (i) parcel of land consisting of approximately 8.97 acres and more
particularly described on Exhibit A annexed hereto (the “Land”) and (ii) the buildings and improvements currently situated on the Land, including that
certain building containing approximately 268,000 square feet of rental space (the “Building”), which Building is depicted on the ALTA/ACSM LAND
Survey dated May 25, 2010 prepared by EMHT annexed hereto as Exhibit B The Land, the improvements and buildings located on the Land, including
without limitation the Building, are collectively referred to herein as the “Demised Premises.” The Demised Building is commonly known as 3188 Progress
Way, Building 11, Wilmington, Ohio; and also known as Parcel Number 290200303000000.
Section 1.02. (a) Subject to the terms of this Section 1.02, each of the parties are reserved a one-time right to retain, at its sole cost and expense, a
professional surveyor to measure the exact and actual square footage of rental space in the Building (the Survey Right”). A party may exercise the Survey
Right by advising the other in writing of its intention to retain a professional surveyor for such purpose (the “Survey Notice”), which Survey Notice shall
contain the name and address of the surveyor (the “Moving Surveyor”) and must be delivered to the other party not later than June 1, 2015, Time Being of
the Essence. The failure of a party to deliver the Survey Notice prior to June 1, 2015 shall be deemed an irrevocable waiver of its Survey Right. If a party
receives a timely delivered Survey Notice, such party may, but is not obligated to, retain at its own cost and expense, a professional surveyor to measure the
exact and actual square footage of rental space in the Building (the “Responding Survey Right”); provided however, such party must deliver notice of such
intention within ten (10) days of receipt of the Survey Notice (the “Responding Notice”), Time Being of the Essence, and contain the name and address of the
surveyor (the “Responding Surveyor”). The failure of a party to timely submit a Responding Notice shall be deemed an irrevocable waiver of both its
Responding Survey Right and any unexpired Survey Right.
(b) The survey(s) to be conducted pursuant to a timely exercised Survey Right or Responding Survey Right, shall be completed with fifteen
(15) days of issuance of the Survey Notice or Responding Survey Notice, as applicable and the survey shall be delivered to the other party within twenty
(20) days of issuance of the Survey Notice or Responding Survey Notice, as applicable, Time Being of the Essence. The failure of a party to timely submit a
survey within the time provided hereunder shall be deemed an irrevocable waiver of its applicable Survey Right or Responding Survey Right, provided that a
party was not prevented from exercising its Survey Right in a timely fashion by the other party.
(c) In the event that the discrepancy between the square footage of rental space in the Building measured by the Moving Surveyor and the
Responding Surveyor is less than 1000 square feet, the discrepancy

shall be split in half and the measurement as is adjusted be deemed the actual and exact square footage of rental space in the Building.
(d) In the event that there is a material discrepancy (more than 1000 square feet) between the square footage or rental space in the Building
measured by the Moving Surveyor and the Responding Surveyor, the following procedure shall follow: (i) First, the Moving Surveyor and the Responding
Surveyor shall meet and attempt to reconcile the difference and agree on the square footage or rental space in the Building, such agreement being binding on
the parties. The Moving Surveyor and the Responding Surveyor shall meet and complete this attempt to reconcile such difference not later than August 1,
2015; and (ii) In the event that the Moving Surveyor and the Responding Surveyor cannot reconcile the difference in the respective measurements of the
square feet of rental space in the Building by August 1, 2015, the Moving Surveyor and the Responding Surveyor shall select a third surveyor who shall
conduct a new measurement and such measurement shall be binding on the parties.
(e) In the event that reconciliation of any discrepancy in the measurement of the square feet of rental space in the Building under (d) above is not
completed as of September 1, 2015, the Monthly Basic Rent due commencing September 1, 2015 shall be paid in accordance with Section 3.01 until such
time as the discrepancy is reconciled and the Annual Basic Rent is recalculated using the revised measurement of square feet of rental space in the Building.
In the event that the recalculation of the Rent results in an excess payment or a deficient payment for any monthly rent paid in accordance with the
Section 3.01 Rent schedule, such excess or deficiency, as applicable, shall be satisfied by the responsible party within ten (10) days of the Rent recalculation.
(f) In the event that no Survey Right is timely exercised the square footage of rental space in the Building shall be deemed to be 268,000.
(g) In the event one party has exercised its Survey Right and the other party has failed to exercise its responding Survey Right, or in the event on
party has failed to timely delivery its survey as set forth in subsection (b) above, then the square footage of rental space in the Building shall be deemed to be
either the number set forth in (f) above, or the number set forth in the completed Survey.

ARTICLE II
Term of Lease
Section 2.01. The term of this Lease and the demise of the Demised Building shall be for One Hundred and Twenty (120) months beginning
September 1, 2015 (the “Commencement Date”) and ending on August 31, 2025, which term is hereinafter called the “Term” or “Lease Term”. As used
herein, the term “Lease Year” means (a) each twelve (12)-month period commencing on the Commencement Date, and (b) each successive period of twelve
(12) calendar months thereafter during the Term. Reference is made to the form of Declaration of Commencement Date (the “Declaration”) attached hereto as
Exhibit C. After the Commencement Date, Landlord shall complete the Declaration and deliver the completed Declaration to Tenant. Within thirty (30) days
after Tenant receives the completed Declaration from Landlord, Tenant shall execute and return the Declaration to Landlord to confirm the Commencement
Date and the Term. Failure to execute the Declaration shall not affect the commencement or expiration of the Term. If Tenant fails or otherwise refuses to
execute the Declaration in accordance with this section of the Lease, and provided such failure continues for a period of two (2) business days following
tenant’s receipt of a second notice of such failure, then Tenant shall be deemed to have accepted the date of commencement set forth in the Declaration and
the matters contained therein, and Tenant shall be estopped from raising any claims which are contrary to the statements set forth in the Declaration.
Section 2.02. Consent for Limited Access by Tenant. Strictly for the purpose of installing Tenant’s equipment and support systems in advance
of occupancy, including cabling, wiring, security, and furniture (the “Tenant’s Work) , Tenant may enter the Premises during Normal Business Hours from
time to time prior to the Commencement Date (the “Limited Access Period”) to commence, at Tenant’s sole cost and expense, the Tenant’s Work. Tenant’s
Work shall not include any structural modifications to the Demised Building and shall not interfere with

Landlord’s installation of the “Landlord’s Improvements” (defined below in Section 4.01) to the Demised Building to be undertaken by the Landlord at its
sole cost and expense as set forth on Exhibit D (Tenant shall be responsible to repair any damage to the Demised Building caused by the acts or omissions of
the Tenant, or its contractors, agents or vendors. Prior to, and as a condition of such access, Tenant shall execute the Early Entry License Agreement annexed
hereto as Exhibit E, and deliver to Landlord proof of the insurance required under Article VIII of the Lease.
At all times until the actual Commencement Date, Landlord will have the exclusive right to control and occupy the premises and Tenant’s access is
strictly a limited right to enter the Premises as an licensee to undertake the installations mentioned above. Tenant will at all time coordinate its installation
activities with the Landlord. Tenant will abide by all safety, environmental, and other rules established by Landlord. Tenant will hold Landlord harmless
from any acts or omissions while undertaking the tasks contemplated by this section. Landlord will hold Tenant harmless from any acts or omissions on its
part. Tenant’s right to occupy the Premises and its obligations to pay rent and undertake the other responsibilities under the Lease will commence as defined
in Exhibit “C” Declaration of Commencement Date.
All of the terms of the Lease, with the exception of the payment of Base Rent and Additional Rent, shall apply to the Limited Access Period and Tenant
shall comply with all such provisions. In the event Tenant shall be entitled to such limited access, Landlord and Tenant shall coordinate the performance of
their work in accordance with good construction practices and each shall use reasonable efforts to avoid interference with the conduct of any work being
performed by the other in the Demised Premises. The failure by Tenant to exercise early access under this Section 2.02 shall not be deemed a Tenant Delay.
Section 2.03. Delays.
(i) Except as provided in subsection (ii) immediately below, in the event that Landlord’s delivery of the Building to Tenant is delayed
for any reason, this Lease shall remain in full force and effect and Tenant shall have no claim against Landlord by reason of any such delay; provided
however if Tenant is denied Limited Access to the Demised Building by the Landlord as of April 1, 2015 and Landlord has not substantially completed the
Landlord’s Improvements on or before June 1, 2015, (collectively a “Landlord Delay”), and provided such denial or delay is not the result of Force Majeure
or Tenant Delay as defined below, commencing on September 1, 2015, Tenant shall be entitled to a rent abatement in an amount equal to the per diem rent
rate (i.e. annual basic rent divided by 365) for each day of Landlord Delay until the Landlord Delay is cured.
(ii) In addition, if Landlord has not substantially completed the Landlord’s Improvements on or before August 1, 2015, and provided
failure to substantially complete is not the result of Force Majeure or Tenant Delay as defined below, Tenant may on ten (10) days’ written notice to Landlord
terminate this Lease, provided however, if such notice of termination is delivered to the Landlord after the occurrence of substantial completion of the
Landlord’s Improvements, such notice of termination shall be of no force or effect.
(iii) The access and completion time periods set forth in Sections (i) and (ii) immediately above are predicated on this Lease being fully
executed on or before August 31, 2014. In the event the Lease is not executed on or before August 31, 2014, the access and delivery dates set forth in
Sections (i) and (ii) immediately above shall be extended one day for each day following August 31, 2014, until the Lease is fully executed.
(iv) Landlord shall immediately provide written notice to Tenant of any Tenant Delay. Additionally, all time periods for delivery of the
Building and all rights and obligations triggered by a time period based on a specified delivery period (including but not limited to the right to terminate or
receive holdover payments as set forth in section (i) immediately above), shall be extended by one (1) day for each day of Tenant Delay commencing from
the occurrence of the Tenant Delay and continuing until such Tenant Delay is cured. A “Tenant Delay” shall mean and will be deemed to have occurred if the
completion of the Tenant Improvements is delayed due to any act or omission by Tenant or any party acting on behalf of Tenant, including but not limited
to, delays due to changes in or additions to the Tenant Improvements requested by Tenant, delays in submission of information or estimates, delays in giving
authorizations or approvals, or delays due to the postponement of any work at the request of Tenant.

Section 2.04. Option for Early Termination.
(i) Provided that Tenant is not in default in the performance or observance of any of its obligations pursuant to this Lease beyond the expiration
of any applicable notice and cure periods, Tenant shall have the one (1) time right to terminate this Lease by sending Landlord written notice of Tenant’s
election to terminate the Lease following the expiration of the seventh (7 th ) Lease Year. Tenant shall send Landlord notice of its intent to termination the
Lease not less than six (6) months prior to the expiration of the seventh (7 th ) Lease Year (the “Termination Notice”), TIME BEING OF THE ESSENCE. The
termination date shall be the expiration of the seventh (7 th ) Lease Year (the “Early Termination Date”) and Tenant shall continue to pay all Rent and other
sums due under the Lease up and through the Early Termination Date. Tenant’s termination right is further contingent upon receipt of payment and
satisfaction in full of the following: an amount equal to the Landlord’s unamortized Transaction Costs to be paid within ten (10) days following Tenant’s
receipt of Landlord’s statement of the amount of the Unamortized Transaction Costs. The failure to satisfy in full the aforesaid conditions strictly in
accordance with the preceding sentence shall render the Termination Notice of no force or effect. “Transaction Costs” shall mean the costs in connection with
this Lease, which shall include but not be limited to Broker commissions, and the cost of the Fit Up Work together with interest on such costs at the rate of
8% per annum calculated from the date any such cost was incurred by Lender. The Transaction Costs shall be amortized over the Term of the Lease. As soon
as possible following the Commencement Date, Landlord shall deliver to Tenant a schedule of each of the Transaction Costs and an Amortization Schedule
showing the unamortized transaction cost balance on a monthly basis throughout the Initial Term of the Lease.

ARTICLE III
Rent
Section 3.01. Tenant shall pay to Landlord, during the Term without counterclaim, deduction or setoff, except as specifically set forth in this
Lease, basic rent payable in such coin or currency of the United States of America as at the time of payment shall be legal tender for the payment of public
and private debts.
Section 3.02. The Basic Rent shall accrue as follows:
Lease Year

Annual Basic Rent

Monthly Basic Rent

SF Rate

9/1/2015 to 2/28/2017
3/1/2017 to 8/31/2018
9/1/2018 to 8/31/2020
9/1/2020 to 8/31/2022
9/1/2022 to 8/31/2024
9/1/2024 to 8/31/2025

$
$
$
$
$
$

$
$
$
$
$
$

2.50/sf
2.60/sf
2.70/sf
2.80/sf
2.90/sf
3.00/sf

670,000.00
696,800.00
723,600.00
750,400.00
777,200.00
804,000.00

55,833.33
58,066.66
60,300.00
62,533.33
64,766.66
67,000.00

The foregoing Basic Rent shall be paid in monthly installments (the “Monthly Basic Rent”) on the first day of each month during the Lease Year except that
a proportionately lesser sum may be paid for the first and last months of the Term of this Lease if the Term commences on a date other than the first day of the
month, in accordance with the provisions of this Lease hereinafter set forth. As used in this Lease, Basic Rent shall mean either Annual Basic Rent or
Monthly Basic Rent, as appropriate. The Monthly Basic Rent and Additional Rent, (as defined below) if any, shall be payable at the office of Landlord, at the
address above set forth, or as may otherwise be directed by notice from Landlord to Tenant.
The foregoing Basic Rent schedule is based on 268,000 square feet of rental space in the Building. In the event that the measurement of the Building under
Section 1.02 results in a revised measurement of square feet of rental space in the Building, Basic Rent shall be recalculated by multiplying the designated SF
Rate by the revised measurement square feet of rental space in the Building.
Section 3.03. Tenant shall, and will, during the Term well and truly pay, or cause to be paid, to Landlord, the Monthly Basic Rent as herein
provided and all other sums that may become due and payable by Tenant, hereunder, at the time and in the manner herein provided, without counterclaim,
offset or deduction and

all other sums due and payable by Tenant hereunder may, at Landlord’s option, be deemed to be, and treated as, Additional Rent, and added to any Monthly
Basic Rent due and payable by Tenant hereunder, and, in the event of nonpayment of such other sums, Landlord shall have all the rights and remedies herein
provided for in the case of the nonpayment of rent, or of a breach of any covenant to be performed by Tenant.
Section 3.04. (a) Basic Rent payable by Tenant pursuant to this Lease is intended to be absolutely net to Landlord, and all other charges and
expenses imposed upon the Demised Building or incurred in connection with its use, occupancy, care, maintenance, operation, management and control,
including but not limited to the charges and expenses payable pursuant to Articles VII and VIII of this Lease and Sections 3.07 and 3.08 below, shall be paid
by Tenant as Additional Rent, excepting liens resulting from acts or omissions of Landlord and other payments to be paid or obligations undertaken by
Landlord as specifically provided in this Lease. Notwithstanding the foregoing, in no event shall Tenant be liable for any of the following: (a) payments of
principal, interest, loan fees, penalties, attorneys’ fees and other costs relating to any mortgage or any loans obtained by Landlord in connection with the
Demised Premises; (b) leasing commissions, legal fees (other than those in connection with reletting the Demised Building in the event of a default by
Tenant) and advertising and promotional costs and any other sums paid by Landlord in connection with the Demised Building (other than those in
connection with reletting the Demised Building in the event of a default by Tenant); (c) depreciation of the Demised Premises, and all equipment, fixtures,
improvements, and facilities used in connection therewith; (d) any fees for the management of the Demised Building which are in excess of the annual
amount equal to three percent (3%) of the gross rental revenue due under the Lease; (e) any amounts which Landlord receives reimbursement from other
sources; (f) any expense payable to affiliates of Landlord to the extent such amount is in excess of competitive market rates; (g) charitable or political
contributions; (h) wages, salaries benefits, perquisites and compensation paid or given to (i) executives, shareholders, members, officers, directors or partners
of Landlord or (ii) any principal or partner of the entity from time to time comprising Landlord; (i) costs of repairs, restoration, replacements or other work for
which Landlord is responsible under the Lease; (j) any expense with respect to any capital improvements to the parking and driveway areas, structure
components of the Building, roof and floor slab of the Building,; or (k) any other cost or expense excluded by this Lease.
Section 3.05. Notwithstanding anything to the contrary herein, the total cost of controllable Operating Expenses incurred in the connection with
the Demised Building shall not increase more than five (5%) per cent for any lease year. Controllable Operating Expenses shall not include Real Estate Taxes
(payable as Additional Rent under Article 7), Insurance Premium reimbursement (payable as Additional Rent under Article 7), and that portion of Additional
Rent pursuant to Sections 3.07 and 3.08 below that are Real Estate Taxes, Insurance Premiums, snow removal or utility expenses; and the five (5%) cap on
annual increases shall not apply to snow removal, Real Estate Taxes and Insurance Premiums.
Section 3.06. Tenant shall pay Rent to Landlord promptly when due, without notice or demand, and without counterclaim, abatement, deduction
or setoff (except as otherwise expressly provided herein), in such coin or currency of the United States of America as at the time of payment shall be legal
tender for the payment of public and private debts. No payment by Tenant, or receipt or acceptance by Landlord of a lesser amount than the correct Rent shall
be deemed to be other than a payment on account, nor shall any endorsement or statement on any check or letter accompanying any payment be deemed an
accord or satisfaction, and Landlord may accept such payment without prejudice to its right to recover the balance due or to pursue any other remedy
available to Landlord.
Section 3.07. (a) Tenant shall pay as Additional Rent its share of the actual out-of-pocket operational cost of the Pump Station serving the
Demised Premises. Tenant share of such cost is 17.11% and payment shall be due the first of the month following the invoice thereof by Landlord to Tenant
of the amount due.
(b) Tenant shall pay as Additional Rent 100% of the cost and expense of (i) snow and ice removal from the driveway and parking area that is part
of the Demised Premises, and (ii) landscaping on the Demised Premises, which activities shall be performed by a contractor retained by Landlord. Payment
shall be due the first of the month following the invoice thereof by Landlord to Tenant of the amount due.

Section 3.08. Tenant shall pay as Additional Rent its share of the Park Common Area Operating Expenses (as defined below) of the Park
Common Area. The term “Park Common Area” shall mean for all purposes of this Lease the parking area, driveways, private streets and alleys, landscaping,
curbs, loading area, sidewalks and exterior lighting facilities for the common use of all tenants of the Wilmington Commerce Park and further identified and
designated as such in Exhibit F. Tenant shall have no right to use the Park Common Area for storage of pallets or other storage purposes. Landlord shall
maintain the Park Common Area and keep the same in good order and repair including lighting and landscaping. The reasonable third-party out-of-pocket
costs incurred by Landlord for operating, maintaining and managing the Park Common Area (the “Park Common Area Operating Expenses”) including, but
not limited to costs of insurance, taxes, landscaping, maintenance of parking lots, sidewalks and roadways (including without limitation snow removal,
resurfacing, restriping and resealing), maintenance and repair of parking lot lights and fixtures, waste disposal, licenses, permits and inspection fees, salaries
and wages, employee benefits, payroll taxes, reasonable accounting, auditing and legal expenses, and management fees (management fees shall not exceed
3% of the total annual operation and maintenance expenses for the Park Common Area). Common Area Operating Expenses shall exclude any capital
improvements beyond reasonable maintenance and repair of the Park Common Area. Tenant’s proportionate share of the Park Common Area Operating
Expenses is 52.4%. Landlord may temporarily close any part of the common area for any period necessary to make repairs or alterations or to prevent the
public from obtaining prescriptive rights provided that Tenant’s access to, and use of, the Demised Building shall not be adversely affected. Tenants share of
the Park Common Area Operating Expenses such cost will be deemed to be additional rent and shall be due the first of the month following the invoice
thereof by Landlord to Tenant of the amount due.
Section 3.09. One-time Administrative Fee. Tenant shall pay to Landlord a one-time, non-recurring, administrative charge of not to exceed Fifty
Thousand Dollars ($50,000.00). On the Commencement Date, Landlord shall issue an invoice to Tenant for the administrative charge. Tenant shall pay
Landlord the amount set forth in such invoice within thirty (30) days of receipt of such invoice.

ARTICLE IV
The Demised Premises
Section 4.01. Landlord agrees that it shall construct or cause to be constructed the Landlord’s Improvements, at its sole cost and expense, and in
accordance with the scope of work set forth on Exhibit D inclusive of all permitting and fees. The Landlord’s Improvements include in addition to general
improvements to the Building, specific fit up work expressly installed for the benefit of the Tenant (the “Fit Up Work”). The Fit Up Work shall be specifically
identified and designated (including the cost thereof) by the architect on Exhibit D. For purposes of clarification, the Landlord’s Improvements, and in
particular the Fit Up Work, do not include the work to be installed by the Tenant, at its sole cost and expense during the Early Access period , which work is
defined as the “Tenant’s Work” in Section 2.02. Detailed plans and specifications for the Landlord Improvements shall be prepared by the Landlord’s
architect as soon as practicable following the full execution of this Lease, and such detailed plans and specification shall be delivered to the Tenant and shall
be deemed incorporated in and made part of this Lease and shall replace Exhibit D annexed hereto; any and all references thereafter to Exhibit D or the
Landlord’s Improvements shall mean the detailed plans and specification prepared by the Landlord’s architect. Subject to the terms of Article 2 above, the
Landlord’s Improvements shall be substantially completed prior to the Commencement Date.
Section 4.02. On the Commencement Date, (i) all mechanical and building systems of the Building, which shall include the heating, ventilation,
air conditioning/cooling system, electrical system, plumbing system, fire suppression system and back flow preventer, overhead doors and levelers shall be in
good working order and have been serviced prior to delivery to the Tenant, (ii) the roof of the building shall be free of leaks and (iii) the Building shall be in
compliance with all applicable laws, ordinances, rules and regulations of any governmental authority having jurisdiction over the Demised Building
including without limitation the Americans With Disabilities Act (“ADA”).

Section 4.03. (a) If at any time during the term of this Lease, modifications to the exterior or interior of the facility are required to comply with
ADA Regulations of general applicability to the Building, and such modifications are not required as a result of the specific use of the Tenant at the Demised
Building or any Tenant improvement or alteration, Landlord shall undertake such modifications at its sole cost and expense.
(b) If at any time during the term of this Lease, modifications to the exterior or interior of the facility are required to comply with ADA, and such
modifications are not required to comply with ADA Regulations of general applicability, but rather are required as a result of the specific use of the Tenant at
the Demised Building or any Tenant improvement or alteration, (i) with respect to any modification required to the exterior of the Building or the sidewalks
and parking areas, Landlord shall undertake such modifications and Tenant shall pay to Landlord as Additional Rent the cost incurred by Landlord in regard
to such modification, which sum shall be due and payable within thirty (30) days following Tenant’s receipt of Landlord’s statement setting forth the cost of
such modifications and (ii) with respect to any modification required to the interior of the Building, Tenant shall, at its sole cost and expense, and in
accordance with the provisions of Section 9.02(b), install such modifications.
Section 4.04. The taking of possession of the Demised Building by the Tenant shall constitute an acknowledgement by Tenant that the Demised
Building are in good order, state of repair and condition, that Landlord has provided all Landlord Improvements to be provided by Landlord in the Demised
Building in accordance with the terms of this Lease and that all materials and labor provided by Landlord are satisfactory except as to any latent defects and
any minor defects or incomplete work that will not interfere with Tenant’s use and occupancy of the Building and as are specified on a punch list delivered to
Landlord by Tenant within thirty (30) business days of the Commencement Date or minor items that remain to be completed pursuant to the Occupancy
Approvals. Landlord warrants that the Landlord Improvements and the operating systems of the Building shall be free of defects in materials or workmanship
for a period of one (1) year from the Commencement Date (the “Warranty Period”); Landlord shall be responsible for any repairs, if any required to cure such
defects, during the Warranty Period and any costs incurred for such repairs shall be at Landlord’s expense and shall not be included in Operating Expenses,
unless the repairs or replacements are necessitated by the actions or omissions of Tenant, or any of its agents, representatives, contractors or employees, in
which case the Tenant shall be solely responsible for such repairs as if same were a Tenant obligation under Sections 9.1(a) and (c). Landlord agrees to
undertake promptly the repairs for which it is responsible, including punch list items and repairs arising from defects during the Warranty Period.
Section 4.05. The provisions of this Article IV have been negotiated and are intended to be a complete exclusion and negation by Landlord of,
and Landlord hereby disclaims, all warranties by Landlord, express or implied, merchantability, or fitness for a particular purpose with respect to the Demised
Premises, or any fixture or item of personal property, whether arising pursuant to the Uniform Commercial Code or other applicable law. Tenant shall be
solely responsible for all of the improvements necessary or desirable for Tenant’s use and occupancy of the Demised Premises, and any such improvement
desired or required shall be subject to the terms of this Lease.
Section 4.06. Landlord shall obtain, at its sole expense, all permits, certificates and approvals which may be necessary so that a Certificate of
Occupancy for the Demised Building may be issued, if applicable, and copies of all such certificates shall be delivered to Tenant prior to or promptly
following the Commencement Date. Tenant shall cooperate with Landlord and at its sole cost and expense, provided Landlord with all documentation or
permitting pertaining to Tenant’s Work , for submission to the applicable governing body having jurisdiction over the issuance of a Certificate of Occupancy
for the Demised Building. Tenant shall obtain, at Tenant’s sole expense, all permits, certificates and approvals which may be necessary for the installation of
Tenant’s Work. In the event that Tenant fails to cooperate with Landlord as aforesaid, and as a result of such failure the governing body withholds issuance of
the a Certificate of Occupancy for the Demised Building, such failure shall be deemed a Tenant Delay.
Section 4.07. Except with respect to insurance coverage of the Building (as more fully set forth in Article 8 below) or other obligations imposed
on Landlord as specifically set forth elsewhere in this Lease,

nothing in this Lease shall impose upon Landlord any obligation to provide any services for the benefit of Tenant, including but not limited to water, gas,
electricity, heat, janitorial or garbage removal.

ARTICLE V
Use
Section 5.01. The Demised Building may be used for General Office, Production Manufacturing, Testing, Repair, and Warehouse and for no
other purpose without Landlord’s prior written consent, which consent shall not be unreasonably withheld, conditioned or delayed. To the best of Landlord’s
knowledge, the Demised Building is situated in the I-1 Industrial Zone. Nothing contained herein shall be construed as a representation on the part of
Landlord that Tenant’s specific use of the Demised Building is a permitted use and, unless otherwise stated in this Lease, it shall be Tenant’s obligation, at
Tenant’s sole cost and expense, to make application for and to obtain any and all certificates and/or permits to permit Tenant’s use from any governmental
agencies having jurisdiction over the Demised Premises.
Section 5.02. The aforesaid permitted use does not permit (i) the stacking of merchandise and/or materials against walls or columns provided
however, such stacking shall be permitted if an appropriate “Bumper” is installed to protect the applicable walls or columns; and (ii) the hanging of
equipment from (or otherwise loading) the roof or structural members of the Building, or the placement of a load upon the floor of the Demised Building
exceeding the floor load capacity of the Building, unless a licensed structural engineer provides a report certified to Landlord that the roof and structural
members of the Building, or floor, have the capacity to withstand such loads without adverse effect. The requirement to provide a report of a licensed
structural engineer certified to Landlord under subsection (ii) shall not apply to that certain equipment hanging from or otherwise loading the roof or
structural members or floors of the Building as of the Commencement Date. With respect to any such equipment hanging from or otherwise loading the roof
or structural members or floors of the Building as of the Commencement Date, Tenant represents and warrants that the installation of such equipment was
made under the direction of a licensed structural engineer and that any damage to the roof or structural members or floors of the building caused by the
hanging of such equipment from or the loading of such equipment on the roof or structural members or floors of the Building shall be repaired (including
replacement, if required) by Tenant at its sole cost and expense.
Section 5.03. Parking Area. The Tenant shall have the sole use of the designated parking areas on the Demised Building as shown on Exhibit B
for vehicular parking, including without limitation trailer parking. Subject to applicable laws, Tenant may use the land that is part of the Demised Building
for outside storage. The areas noted on Exhibit B for vehicular parking, trailer parking and storage are referred to as the “Building 11 Parking and Storage
Area.” Notwithstanding the foregoing, the Tenant’s use of the Building 11 Parking and Storage Area shall not interfere with the right of the tenant at
Building 12 to cross the Building 11 Parking and Storage Area to access its supplemental parking area. Landlord shall hold Tenant harmless from and against
any claims by the tenants at Building 12 in regard to their use or non-use of the Building 11 Parking and Storage Area, provided such claims are not the result
of Tenant’s negligent or willful interference with the right of the tenants at Building 12 to cross the Building 11 Parking and Storage Area to access the
supplemental parking area. It is understood and agreed that Landlord does not assume any responsibility for any damage or loss to any automobiles or trailers
parked on the Building 11 Parking and Storage Area or to any personal property located therein, or for any injury sustained by any person in or about the
Building 11 Parking and Storage Area. If Tenant or Tenant’s employees or visitors park illegally or in areas designated for use by others, or in driveways, fire
lanes or areas not striped for general parking or otherwise violate any parking rules and regulations that may be reasonably promulgated by Landlord, then
Landlord may, at Tenant’s sole cost and expense, tow such vehicles away from the Building 11 Parking and Storage Area and/or attach violation notices to
such vehicles. Any amount due from Tenant pursuant to this Article will be deemed Additional Rent and Tenant shall pay such amounts to Landlord upon
demand. If Landlord tows any vehicles pursuant to this Section 5.03, Tenant shall indemnify and hold harmless Landlord from and against all liabilities,
losses, claims, demands, costs and expenses (including attorneys’ fees and expenses) arising, or alleged to arise, from or in connection with such

towing, unless caused by or due to the negligence or willful misconduct of Landlord, its agents, employees and contractors. Nothing contained herein shall
be deemed to impose any obligation on Landlord to police the Building 11 Parking and Storage Area.

ARTICLE VI
Quiet Enjoyment
Section 6.01. Landlord covenants that if, and so long as, Tenant pays the Basic Rent, and any Additional Rent as herein provided, and is not in
default of the covenants hereof beyond any applicable cure period, Tenant shall have the right to peaceably and quietly have, hold and enjoy the Demised
Building for the Term herein mentioned, subject to the provisions of this Lease and to any mortgage or deed of trust to which this Lease shall be subordinate.

ARTICLE VII
Real Estate Taxes; Utilities, Services
Section 7.01. Taxes
(a) Commencing on the Commencement Date and continuing through the of expiration date of the Term and any renewal periods of the
Lease Tenant shall pay to Landlord, as Additional Rent, all Real Estate Taxes imposed on the Demised Premises. Landlord shall pay the Real Estate Taxes
due directly to the taxing authority and thereafter invoice the Tenant for the amount of the Real Estate Taxes paid, payment of which shall be due and
payable within thirty (30) days following Tenant’s receipt of Landlord’s invoice. Notwithstanding the foregoing, and in lieu thereof, if requested by
Landlord, in its sole discretion, Tenant shall pay to Landlord in monthly installments, an amount equal to 1/12 th of the estimated Real Estate Tax for the
applicable period, as Additional Rent, same being due with the Monthly Basic Rent so that Landlord shall have sufficient funds to pay Real Estate Taxes for
the applicable period when due without advancing same on behalf of Tenant. The amount of monthly Real Estate Taxes paid by Tenant shall be reasonably
estimated by Landlord based upon the Real Estate Taxes due for the prior calendar year. Landlord may make adjustments in its estimates as necessary based
on billings from the taxing authority and any adjustments necessary shall be paid or credited by Tenant within twenty (20) days of Landlord’s
statement. Within approximately one hundred twenty (120) days of receipt of the current tax bill for each calendar year, Landlord shall provide a statement to
Tenant setting forth actual Real Estate Taxes imposed for the prior calendar year, a copy of the applicable tax bills, and any adjustments necessary as a result
of overpayment or underpayment by Tenant shall be credited against or paid, respectively, in the next monthly installment of Taxes due or alternatively, paid
to the owing party within twenty (20) days after Landlord’s statement if such statement occurs after the expiration of the Lease Term. Provided that the Term
commenced on any day other than the first day of the calendar year, Landlord shall determine Tenant’s Prorated Share of Taxes during the first and last Lease
Years by calculating the entire Taxes due for the calendar year and prorating such amount by the number of days during Tenant’s Term in such year. Provided
that Tenant is not in default of its payment obligations under this Section 7.01 that cause the imposition of any penalties or interest, Tenant shall not be
responsible for any penalties or interest on Real Estate Taxes charged against the Land including the Building, by any other taxing authority as a result of
Landlord’s untimely payment of Real Estate Taxes.
(b) Tenant shall not be required to pay any estate, inheritance, conveyance, devolution, succession, transfer, legacy or gift tax or fee charged
against Landlord or the estate or interest of Landlord in the Demised Building or upon the right of any person to succeed to the same or any part thereof by
inheritance, succession, transfer or gift, nor any capital stock tax or corporate franchise tax incurred by Landlord, nor any income tax upon or against the
income of Landlord (including any rental income derived by Landlord from the Demised Building but this exclusion shall not be applicable to a rental tax
which shall be considered a Real Estate Tax).

Tenant shall promptly pay to the taxing authority any other tax or fee related to its occupancy including personal property taxes, if such taxes are imposed in
the jurisdiction of the Premises.
(c) Tenant shall pay its share of all assessments that may be imposed upon the Real Property during the Term by reason of any specific public
improvement (including but not limited to assessments for street openings, grading, paving and sewer installations and improvements). Any such benefit,
assessment or installment thereof relating to a fiscal period in which the Term of this Lease begins or ends shall be apportioned to limit Tenant’s share to the
remaining period of this Lease.
(d) Tenant at its sole cost and expense reserves the right to contest or appeal any Real Estate Taxes. If Tenant contests or appeals any Real Estate
Taxes, Landlord, at no cost to Landlord, shall assist Tenant in its contest or appeal, including signing any documents reasonably necessary to permit Tenant
to file and pursue such contest or appeal. Any refund resulting from such contest or review shall be allocated as follows: Tenant shall receive that portion
which represents Tenant’s payment of any amount over the Real Estate Taxes for the period covered by the refund and Landlord shall receive the balance.
(e) As used in this Lease, Real Estate Taxes shall mean the property taxes and assessments , as apportioned above, if applicable, imposed upon
the Real Property including the Building, as such payable by Landlord, including but not limited to, real estate, city, county, village, school and transit
taxes, or taxes, assessments or charges levied, including charges on rental income payable in lieu of real estate taxes, imposed or assessed against the Real
Property including the Building, by any other taxing authority, whether general or specific, ordinary or extraordinary, foreseen or unforeseen. If due to a
future change in the method of taxation, income or profit tax or other tax shall be levied against Landlord in substitution for, or in lieu of, any tax which
would otherwise constitute a Real Estate Tax, such franchise, income or profit tax or other tax shall be deemed to be a Real Estate Tax for the purposes hereof.
Section 7.02. Utilities.
(a) Utilities From and after the Commencement Date. From and after the Commencement Date and continuing through the expiration date of
the Term and any renewal period under the Lease, Tenant shall pay when due the costs for all utility usage at the Demised Premises, including deposits, as
recorded on separate meters, including without limitation water, gas, electricity, phone, internet, sewer charges and fuel consumed for heating. Tenant shall
pay directly to the public utility companies providing such utility services, or reimburse Landlord as additional rent if Landlord has previously paid therefor,
the cost of any such utility services. Tenant agrees to indemnify and hold harmless Landlord from and against any and all claims arising from the installation
and maintenance of such utility services and from all costs and charges for utilities consumed on or by the Demised Premises, unless such claims are as a
result of Landlord’s negligence or willful misconduct. Landlord shall have no obligation to arrange for, hook up, install or pay for any utilities, including
without limitation water, gas, electricity, phone, internet, sewer charges and fuel consumed for heating for Tenant’s utilization.
(b) Water and Sewer. From and after the Commencement Date and continuing through the expiration date of the Term and any renewal period
under the Lease, Tenant shall pay directly to the provider (City of Wilmington) before any interest or penalties accrue thereon, all water and sewer rates and
charges for the Demised Premises. Tenant shall deliver to Landlord receipted bills or other proof of payment.
(c) Trash and Janitorial Services. From and after the Commencement Date and continuing through the expiration date of the Term and any
renewal period under the Lease, Tenant, at its sole cost and expense shall be responsible for all janitorial service at the Demised Building and trash and debris
removal from the Demised Premises.

ARTICLE VIII
Insurance
Section 8.01. (i) From and after the Commencement Date and continuing through the expiration date of the Term and any renewal period under
the Lease, Landlord, at Tenant’s sole cost and expense pursuant to Article 3, shall provide and keep in force Special Form property insurance covering the
Building and all Landlord owned equipment (expressly excluding improvements, alterations or additions made by or on behalf of Tenant and Tenant’s
personal property) against loss or damage resulting from fire, theft, vandalism, malicious mischief, sprinkler leakage and such additional perils as are now, or
hereafter may be, included in a standard extended coverage endorsement from time to time in general use in the State of Ohio, with endorsement for insurance
covering Business Income and Extra Expense and providing for loss of Rent in the amount equal to twenty-four (24) months of rent that may result from any
loss of rent resulting from Tenant’s loss of use of any part of the Demised Building and other insurable casualties, Law and Ordinance coverage and Terrorism
coverage. Such insurance shall be on a 100% replacement cost basis, without co-insurance, and deductibles not to exceed $10,000.00 (excluding footings
and foundations at Landlord’s option). Tenant shall be responsible for any deductible payments as “Additional Rent”. Within approximately one hundred
twenty (120) days after receipt of any bill from the insurance provider (or agent) for each policy year during the Term, Landlord shall provide a statement to
Tenant setting forth the amount of insurance premiums paid by Landlord with respect to the subject policy year and a copy of the applicable bill, and such
amount shall be paid by Tenant to Landlord within thirty (30) days after Tenant’s receipt of Landlord’s statement which amount shall constitute Additional
Rent. With respect to any policy year partially occurring during the Term of this Lease, the amount of insurance premiums pertaining to such policy year
shall be pro-rated (based on a 365-day year) and Tenant shall only be responsible for the portion of the policy year falling within the Term hereof. Tenant
acknowledges that Landlord’s coverage under this Section 8.01 is part of comprehensive insurance coverage that includes other properties owned by
affiliates of Landlord; provided, however, the cost and expense paid by Tenant hereunder shall be limited to the premium charges applicable to the Demised
Building only.
(ii) Tenant shall also furnish, or reimburse Landlord for, insurance for such other hazards, including if applicable Flood insurance, and in
such amounts as Landlord may reasonably require and as at the time are commonly insured against with respect to buildings similar in character, general
location and use and occupancy to the Demised Building in relative amounts normally carried with respect thereto.
Section 8.02. From and after the Commencement Date and continuing through the expiration date of the Term and any renewal period under the
Lease, Tenant, at its cost, shall provide and keep in force:
(A) Special Form property insurance covering its personal property in the Building as well as all improvements, alterations or additions
made by or on behalf of Tenant against loss or damage resulting from fire and other insurable casualties. Such insurance shall be on a 100% replacement cost
basis, subject to any commercially reasonable deductible Tenant may elect in its sole discretion.
(B) Commercial general liability policy in standard form (containing the so-called “occurrence clause”) against claims for personal
injury and property damage occurring on, in or about the Demised Building in the combined single limit amount of two million and 00/100 ($2,000,000.00)
Dollars, with a deductible not greater than $10,000 per occurrence, and shall include an endorsement naming Landlord, its mortgagee and such other
person(s) or entity(ies) as Landlord reasonably may require with respect to liability for ownership, operation, maintenance, use and control as “additional
insured.” Additionally, Tenant shall maintain an umbrella policy including the Demised Building as a covered property for claims for personal injury and
property damage occurring on, in or about the Demised Building with limits not less than five million and 00/100 ($5,000,000.00) Dollars and shall include
an endorsement naming Landlord, its mortgagee and such other person(s) or entity(ies) as Landlord reasonably may require with respect to liability for
ownership, operation, maintenance, use and control as “additional insured.” The coverage provided under this Section shall include Contractual Liability
coverage for the indemnity obligations of Tenant under this Lease and Worker’s Compensation coverage.
(C) If, by reason of changed economic or other conditions, the insurance amounts referred to in this Section 8.02 become inadequate as
reasonably determined by Landlord, Tenant agrees to increase the amounts of such insurance promptly upon Landlord’s request.

Section 8.03. The policies of insurance required pursuant to Sections 8.01 and 8.02 above shall be from a company rated in the A.M. Best Key
Rating Guide with a policyholder’s service rating not less than A- and financial size not less than X. The company shall be licensed by the State of Ohio and
a certificate(s) (Accord Form 27 and 28 as applicable or its equivalent) evidencing the existence of such policy shall be delivered to the other party, not less
than fifteen (15) days prior to the Commencement Date. A true copy of the Commercial General liability policy (with the Declaration Sheet) procured by the
Tenant under 8.02(b) shall be delivered to the Landlord within thirty (30) days of the Commencement Date. The company shall agree to provide at least
thirty (30) days’ prior notice of cancellation, non-renewal, material change, or reduction in coverage to the other party (in the case of Landlord, also to any
mortgagee for which Tenant has been notified). At least fifteen (15) days prior to the expiration or termination date of any policy, each party shall deliver a
renewal replacement policy, or certificate(s) evidencing the existence thereof, to the other party. All of the aforesaid policies shall provide for the waiver of
subrogation rights against the other party.
Section 8.04. (a) All losses paid under the policy or policies carried pursuant to Section 8.01 shall be payable to Landlord, and the proceeds
thereof shall be payable to Landlord. All losses paid under the policy or policies carried pursuant to Section 8.02(a) shall be payable to Tenant, and the
proceeds thereof shall be payable to Tenant.
(b) Landlord and Tenant shall each secure an appropriate clause, or an endorsement upon any policy of insurance in force, covering the
Demised Building or any personal property or leasehold improvements located therein or thereon, including, without limitation, casualty and liability
policies in force, pursuant to which the respective insurance companies waive subrogation against the other party in connection with loss or damage covered
by such policies (except for willful acts). The waiver of subrogation hereinbefore referred to shall extend to the agents of each party and also extends to all
other persons and entities occupying or using the Demised Building in accordance with the terms of this Lease. In the event that either Landlord or Tenant
shall be unable at any time to obtain the waiver of subrogation referred to above in any of its insurance policies, Landlord or Tenant, as the case may be, shall
immediately notify the other. If such insurance policies are obtainable only by the payment of an additional premium charge, the same shall be obtained and
such additional premium paid for by the other party, provided such premium charge is reasonable to both Landlord and Tenant. If the parties do not agree
such premium charge is reasonable, a second insurance quote shall be promptly obtained.
(c) Subject to the provisions of Section 8.04(b) above, and insofar as may be permitted by the terms of the insurance policies carried by it,
and notwithstanding any provision of this Lease to the contrary, each party hereby releases the other and its partners, agents and employees with respect to
any claim (including a claim for negligence, but not for willful acts) which it might otherwise have against the other party for loss, damages or destruction
with respect to its property by fire or other casualty (including Rent loss insurance) occurring during the Term covered by such insurance policies in an
amount equal to the greater of (i) the extent of the limits of coverage required to be carried by such party hereunder (whether or not such party actually carries
such required limits of coverage), or (ii) such higher amount as otherwise carried by such party.
Section 8.05. From and after the Commencement Date, Landlord shall not be liable to Tenant for any loss suffered by Tenant under any
circumstances including without limitation: (i) loss of or injury to Tenant or to Tenant’s property or that for which Tenant is legally liable from any cause
whatsoever (unless caused by and only to the extent of the negligence or willful misconduct of Landlord or its agents, employees or contractors, and then
subject to the provisions of Sections 8.04(b) and 8.04(c) above), including but not limited to theft or burglary or arising from defects, errors or omissions in
the construction or design of the Demised Building and/or the Building including the structural and nonstructural portions thereof; or (ii) any interruption to
Tenant’s business, however occurring, unless and only to the extent such interruption is directly caused by Landlord’s (or its agent’s, employee’s or
contractor’s) negligence or willful misconduct, and then subject to the provisions set forth in Sections 8.04(b) and 8.04(c) above; or (iii) which results from or
is incidental to the furnishing of or failure to furnish or the interruption in connection with the furnishing of any service which Landlord is obligated, if any,
to furnish pursuant to this Lease (unless caused by and only to the extent of the negligence or willful misconduct of Landlord or its agents, employees or
contractors, and then subject to the provisions of Sections 8.04(b) and 8.04(c) above); or (iv) results from any inspection, repair, alteration or the failure
thereof undertaken

or failed to be undertaken by Landlord (unless caused by and only to the extent of the negligence or willful misconduct of Landlord or its agents, employees
or contractors, and then subject to the provisions of Sections 8.04(b) and 8.04(c) above). The aforesaid exculpatory Section is to induce Landlord, in its
judgment, to avoid or minimize covering risks which are better quantified and covered by Tenant either through insurance (or self-insurance or combinations
thereof if specifically permitted pursuant to this Lease) thereby avoiding the need to increase the rent charged Tenant to compensate Landlord for the
additional costs in obtaining said coverage or reserving against such losses. The provisions of this Section 8.05 shall survive the expiration or earlier
termination of the Lease.
Section 8.06. Subject to Sections 8.04(b) and 8.04(c) above, Tenant shall indemnify, defend and save Landlord harmless against and from all
liabilities, claims, suits, fines, penalties, damages, losses, fees, costs and reasonable and actual expenses (including reasonable attorneys’ fees), unless and
only to the extent arising out of Landlord’s (or its agent’s, employee’s or contractor’s) negligence or willful misconduct, which may be imposed upon,
incurred by or asserted against Landlord by reason of and only to the extent of:
(A) Any work or thing done in, on or about the Demised Building or any part thereof by or on behalf of Tenant; or occasioned by the use
and occupancy of the Demised Building by Tenant;
(B) Any use, occupation, condition, operation of the Demised Building or any part thereof or any occurrence on any of the same on the
part of Tenant during the Term from and after the Commencement Date;
(C) Any negligence or willful misconduct on the part of Tenant or any subtenant or any employees, licensees or invitees during the Term
hereof; and
(D) Any failure on the part of Tenant to perform or comply with any of the covenants, agreements, terms or conditions contained in this
Lease.
The provisions of this Section 8.06 shall survive the expiration or termination of the Lease.
Section 8.07. Subject to the provisions of Sections 8.04(b) and 8.04(c) above, Landlord shall indemnify, defend and save Tenant harmless
against and from all liabilities, claims, suits, fines, penalties, damages, losses, fees, reasonable and actual expenses (including reasonable attorneys’ fees)
which may be imposed upon, incurred by or asserted against Tenant by reason of and only to the extent of: (i) Landlord’s (or its agent’s, employee’s or
contractor’s) negligence or willful misconduct during the Term, or (ii) any failure on the part of Landlord to perform or comply with any of the covenants,
agreements, terms or conditions contained in this Lease. The provisions of this Section 8.07 shall survive the expiration or earlier termination of the Lease.

ARTICLE IX
Repairs/Alterations
Section 9.01. (a) Except with respect to any repairs, replacements or maintenance which are Landlord’s responsibility under this Lease,
(including Landlord’s responsibility to repair defects in workmanship and materials to the Landlord Improvements or the building systems during the
Warranty Period under Section 4.04), during the Term of the Lease and continuing through the expiration date of the Term and any renewal period under the
Lease, Tenant at its sole cost and expense shall promptly make all repairs, replacements and perform all maintenance for the Land and Building, including
but not limited to all necessary repairs, replacements and maintenance to (i) the interior and exterior walls of the Building, (ii) the plumbing, electrical,
heating, mechanical and fire suppression (including backflow valve preventer) systems servicing the Demised Premises, (iii) the driveway and Building 11
Parking and Storage Area including restriping and resealing. Tenant shall also be responsible at its sole cost and expense for (iv) the maintenance and repair
of the concrete floor, (v) maintenance and repair of roof drains, (vi) to the extent required under applicable roof warranties whether same are in existence or
not, removal of debris, snow and slush from the roof, and (vii) repair of any portion of

the roof damaged directly or indirectly by vents, conduit and other protrusions and penetrations from Tenant’s equipment and omissions from the facility or
the failure of Tenant to perform under items (v) and (vi) above. Tenant shall also be responsible at its sole cost and expense to enter into a preventive
maintenance contract for the HVAC system servicing the Building with a licensed contractor providing for not less than Semiannual maintenance. Should
Tenant fail to promptly repair the Demised Building as required hereby, Landlord, after thirty (30) days written notice to Tenant (or without notice in the case
of an emergency), may make the repair and charge the reasonable, actual, out-of-pocket cost thereof as Additional Rent, which Tenant shall pay in full. When
used in this Article, the term “repairs” shall include all necessary replacements and renewals. All repairs made by Tenant shall be equal in quality and class to
the work as of the Commencement Date. Provided that this Lease is not terminated as a result of a breach by the Tenant, with respect to replacements to the
building systems of the Demised Building that will continue to benefit Landlord following termination of the Lease, Landlord agrees to reimburse Tenant an
amount equal to the unamortized cost of such replacements (based on a 10-year straight line amortization) as of the expiration of the Term of the Lease. Any
such payment shall be due and payable within sixty (60) days following the expiration of the term of the Lease.
(b) Tenant shall replace, at Tenant’s expense, all glass in and on the Demised Building which may become broken after the
Commencement Date of the Term or such earlier date on which Tenant shall have occupied the Demised Premises.
(c) Should Tenant fail to keep the Demised Building in good condition and repair, Landlord, after thirty (30) days written notice to
Tenant (or without notice in the case of an emergency), may, without being obliged, make the repairs, and Tenant shall pay to Landlord, immediately upon
demand, the reasonable, actual, out-of-pocket cost therefor, which shall constitute Additional Rent due hereunder and shall be subject to all remedies by law
or otherwise for the collection of Basic Rent and Additional Rent; however, nothing herein shall be construed to impose a duty on Landlord to mitigate its
damages by undertaking any repair which is Tenant’s obligation.
(d) Notwithstanding anything contained herein to the contrary, Landlord shall, without reimbursement by Tenant (a) keep in good repair
and condition (i) the structural components of the Building, including repairs and replacements to the foundation and floor slab, and (ii) the roof; provided
however, if the repairs or replacements are necessitated by the actions or omissions of Tenant, or any of its agents, representatives, contractors or employees,
Sections 9.01 (a) and (c) shall be applicable. Should Landlord fail to keep the portions of the Building for which Landlord is responsible, in good condition
and repair, Tenant, after thirty (30) days written notice to Landlord (or without notice in the case of an emergency), may, without being obliged, make the
repairs, and Landlord shall pay to Tenant, immediately upon demand, the reasonable, actual, out-of-pocket cost therefor, which payment obligation shall be
subject to all remedies by law or otherwise for the collection of such obligation. Tenant shall not be entitled to set off or deduct such cost from Monthly
Basic Rent unless permitted to do so pursuant to Court Order.
Section 9.02. (a) Tenant shall not make (a) any structural alterations, additions or improvements (“Structural Alterations”) to the Demised
Building or (b) non-structural alterations, additions or improvements to the Demised Building having a cost of installation in excess of $50,000 (“Non–
Structural Alterations Requiring Approval”), without the prior written consent of Landlord, which consent shall not be unreasonably withheld, conditioned
or delayed. With respect to each request to make a Structural Alteration or Non–Structural Alterations Requiring Approval to the Demised Premises, Tenant
shall provide (i) a copy of the final plans and specifications for the Structural Alteration or Non–Structural Alterations Requiring Approval, which shall be in
form sufficiently complete to enable the issuance of a building permit, (ii) the opinion of a licensed engineer certified to Landlord that the installation of the
Structural Alteration or Non–Structural Alterations Requiring Approval shall not (x) cause any damage to the structural portions of the Building, the utility
systems of other components of the Building or (y) violate the Roof Warranty, (iii) a detailed budget for the Structural Alteration or Non–Structural
Alterations Requiring Approval, and (iv) a detailed list of vendors and suppliers providing material and labor for the Structural Alteration or Non–Structural
Alterations Requiring Approval together with customary certificates of insurance evidencing general comprehensive liability, workers compensation and
builders risk (if applicable) insurance. Any approval by Landlord may be upon condition that Tenant furnishes to

Landlord such evidence of Tenant’s financial ability to assure completion thereof and payment therefor, as Landlord reasonably may require, including the
furnishing of adequate security.
(b) All erections, alterations, additions and improvements, whether Structural Alterations or Non Structural Alterations Requiring
Approval, or non-structural alterations have a cost less than $50,000, performed by Tenant, irrespective of cost, shall be performed in compliance with all
applicable governmental and fire underwriting requirements and shall be subject to Landlord’s inspection after completion to determine whether it complies
with the requirements of this Lease. The approval or consent of Landlord shall not relieve Tenant of its obligation that all such repairs, alterations,
improvements, additions and/or other work be constructed and performed in a good and workmanlike manner and in accordance with all applicable
governmental and fire underwriting requirements, nor constitute a waiver of any rights of Landlord if Tenant fails to perform its obligations. Tenant, at its
sole cost and expense, shall procure all necessary governmental approvals, permits or certificates in connection with the Alteration work performed by Tenant
in, on or at the Building and shall deliver the original of all such approvals, permits or certificates to Landlord to be retained by Landlord. Upon the Tenant’s
completion of the Structural Alterations or Non Structural Alterations Requiring Approval, or non-structural alterations have a cost less than $50,000, Tenant
shall deliver an “as-built plan” depicting the completed alterations.
(c) During the course of any and all erections, alterations, additions and improvements, whether Structural Alterations or Non Structural
Alterations Requiring Approval, or non-structural alterations have a cost less than $50,000 (or repairs, alterations, additions, improvements or other work
which Tenant either shall be required to perform or which Tenant shall elect to perform), Tenant, at its sole cost and expense, at all times, shall obtain and
maintain or cause to be obtained and maintained, workmen’s compensation insurance and any other insurance which then shall be required by law, together
with commercial general liability insurance as set forth in Article 8, to insure against any additional hazards created in connection with the performance of
any of the aforesaid work. Prior to the commencement of any such work, Tenant shall deliver to Landlord copies of all policies of insurance required pursuant
to this subparagraph (d) and in accordance with the provisions of Article 8.
(d) All erections, alterations, additions and improvements, whether Structural Alterations or Non Structural Alterations, or non-structural
alterations have a cost less than $50,000 or temporary or permanent in character, which may be made upon or to the Demised Building either by Landlord or
Tenant, except furniture or trade fixtures installed at the expense of Tenant, shall be the property of Landlord and shall remain upon and be surrendered with
the Demised Building as a part thereof at the expiration or sooner termination of this Lease, without compensation to the Tenant; or, in the alternative and at
the request of Landlord and with contractors reasonably acceptable to Landlord, Tenant at its sole cost and expense, shall remove prior to the expiration or
sooner termination of this Lease all or so much of the property therefrom as requested by Landlord or such property shall be conclusively deemed abandoned
and may be removed by Landlord, and Tenant shall reimburse Landlord for the cost of such removal.
Section 9.03. The provisions of this Article 9 are subject to the terms and conditions of any mortgage, including the necessity of obtaining the
consent of such mortgagee and/or ground lessor and the approval of its architect, if required.
Section 9.04. Tenant shall quit and surrender the Demised Building at the end of the Term in good condition and in compliance with the
requirements stated in this Lease. Tenant shall remove all of Tenant’s personal property from the Premises, including without limitation all of Tenant’s
(i) trade fixtures; (ii) any and all tracking/rail system imbedded in concrete floor; and (iii) any and all concrete stanchions and (iv) manufacturing equipment
and any vents, piping, and conduit appertaining thereto. Tenant shall also remove all bolts or other material securing Tenant’s personal property to the floor,
walls, ceiling or roof, and make sure such anchorages are removed flush with walls, floors, ceiling, and roof, as applicable. Tenant shall repair any damage to
the concrete floor, roof and walls directly incurred as a result of the installation and/or removal of Tenant’s personal property. Tenant shall clean the concrete
floor to the condition existing as of the Commencement Date and deliver the Building in broom clean condition free of Tenant’s personalty, debris or

trash. Notwithstanding the foregoing, Tenant shall not be required to remove any improvements made to the Demised Building by the Landlord under
Section 4.01 or Tenant Work installed by Tenant under Section 2.02 (excluding personalty and moveable trade fixtures) or Structural Alterations or Non
Structural Alterations, or non-structural alterations have a cost less than $50,000 installed by Tenant under this Article 9.

ARTICLE X
NO RENT ABATEMENT
Section 10.01. Tenant shall not claim or receive any abatement, diminution or reduction of the Rent pursuant to the terms of this Lease for any
inconvenience, interruption, cessation or loss of business or otherwise caused directly or indirectly by any present or future laws, rules, requirements, orders,
directives, or ordinances or regulations of any federal, state, county or municipal governments, or lawful authorities whatsoever, or by priorities, rationing or
curtailment of labor or materials, or by war, civil commotion, strike or riot, or any matter or thing resulting therefrom, or by any other cause or causes
whatsoever, except if any of the foregoing is prompted, caused or necessitated by or on behalf of Landlord or any of its agents, servants, employees or
contractors. No diminution of the amount of space used by Tenant caused by legally required changes in the construction, equipment, operation and use of
the Demised Building shall entitle Tenant to any reduction in or abatement of Rent.

ARTICLE XI
Casualty
Section 11.01. If the Building is damaged or destroyed by fire, explosion, the elements or otherwise during the Term so as to render the Demised
Building wholly untenantable or unfit for Tenant’s use, or should the Demised Building be so badly injured that the same cannot be repaired within one
hundred and eighty (180) days from the happening of such injury, then, and in such case, the Term hereby created shall, at the option of either Landlord or
Tenant, terminate upon the giving of a notice of termination, such notice to be given within thirty (30) days of such damage or destruction. Notwithstanding
anything in the preceding sentence to the contrary, in the event that the Building is damaged or destroyed by fire, explosion, the elements or otherwise as a
result of the negligence or willful misconduct of Tenant or its agents, employees or invitees, Tenant shall not be entitled to terminate the Lease.
If a notice of termination is given, the Term of this Lease shall terminate effective as of the date of such damage or destruction, and Tenant shall
immediately surrender the Demised Building and all Tenant’s interest therein to Landlord, and pay Basic Rent and Additional Rent only to the time of such
damage or destruction, and Landlord may re-enter and repossess the Demised Building discharged from this Lease and may remove all parties therefrom.
Landlord shall have no obligation to repair or restore Tenant’s improvements.
If neither Landlord nor Tenant terminates the Lease, Landlord shall commence and diligently repair the same provided that the insurance
proceeds so received are adequate to restore the Demised Building and Rent (Basic Rent and Additional Rent) shall abate during any period during which
Tenant cannot use all or a part of the Demised Premises, in proportion to the interference with Tenant’s use thereof
In no event shall Landlord shall have any obligation to repair or restore Tenant’s personal property or Tenant’s alterations or improvements to
the Demised Premises.
Section 11.02. Should the Demised Building be rendered untenantable and unfit for occupancy, but yet be repairable within one hundred and
eighty (180) days from the happening of said injury, Landlord will, provided that the insurance proceeds so received are adequate to restore the Demised
Premises, enter and commence and diligently repair the same and Rent shall abate during any period during which Tenant cannot use

all or a part of the Demised Premises, in proportion to the interference with Tenant’s use thereof. In no event shall Landlord shall have any obligation to
repair or restore Tenant’s personal property or Tenant’s alterations or improvements to the Demised Premises.
Section 11.03. Tenant shall immediately notify Landlord in case of fire or other damage to the Demised Premises. Notwithstanding anything to
the contrary herein, in the event that the Building is damaged or destroyed by fire, water or explosion as a result of the gross negligence or willful misconduct
of Tenant, its agents, representatives, contractors or employees, Tenant shall not have the right to terminate the Lease as provided in Section 11.01, and such
action shall constitute an event of default on the part of Tenant.

ARTICLE XII
Condemnation
Section 12.01. If, during the Term, if so much of the Demised Building shall be taken under any power of eminent domain or condemnation as to
have a material adverse effect on the ability of Tenant to operate its business, then, at the option of Tenant, to be exercised in writing within fifteen (15) days
of the taking of title thereto, this Lease shall expire within thirty (30) days of the date of such notice and the Basic Rent and any Additional Rent herein
reserved shall be apportioned as of said date. However, if Tenant does not exercise the aforementioned option, or if the taking does not have a material
adverse effect on the ability of Tenant to operate its business, this Lease shall not expire and to the extent that a portion of the Building has been taken, the
Basic Rent and Additional Rent shall be equitably apportioned pro rata in proportion to the gross floor area of the Building taken and an equitable
adjustment of the Rent in the event of a taking of the Parking Area or access way if it affects Tenant’s operations. No part of any award shall belong to Tenant
except that nothing contained herein is intended to affect or limit Tenant’s claim for fixtures or other improvements owned by Tenant, loss of business or
moving expenses provided the same does not diminish Landlord’s award. It is expressly understood and agreed that the provisions of this Article XII shall not
be applicable to any condemnation or taking for governmental occupancy for a limited period of time not to exceed sixty (60) days.

ARTICLE XIII
Compliance With Laws, Etc.
Section 13.01. Tenant shall not do or permit anything to be done in the Demised Building which shall constitute a public nuisance or which will
conflict with the regulations of the Fire Department or with any insurance policy upon said improvements or any part thereof.
Section 13.02. (a) Tenant shall, at its own expense, obtain all necessary environmental and operating permits and comply with all present and
future requirements of law and with all present and future ordinances or orders, rules and regulations of any Federal, State, Municipal or other public
authority, including without limitation the American Disabilities Act (ADA), affecting Tenant’s use of the Demised Building and with all requirements of the
Fire Insurance Exchange or similar body, and of any liability insurance company insuring Landlord against liability for accidents in or connected with the
Demised Building including, but not limited to laws, ordinance, orders, rules and regulations which apply to the interior or exterior of the Demised Premises,
the structural (but only to the extent that the structural parts are effected by Tenant’s alterations or Tenant’s use) or nonstructural parts thereof, and to make
all improvements and repairs required by such laws, ordinances, orders, rules and regulations, ordinary or extraordinary, foreseen or unforeseen related to
Tenant’s particular use of the Demised Premises.
(b) Notwithstanding the foregoing, Landlord shall, at its own expense, comply with all present and future requirements of law and with
all present and future ordinances or orders, rules and regulations of any Federal, State, Municipal or other public authority (including the ADA regulation of
general applicability relative

to building and parking access and which are not the Tenant’s obligation under Section 13.02(a)) which apply to the obligations of Landlord under this
Lease in regard to the structural portions of the Building and the roof or apply to Buildings in general and not as a result of Tenant’s specific use, and to make
all improvements and repairs which apply to the obligations of Landlord under this Lease in regard to the to the structural portions of the Building and the
roof, or apply to buildings in general and not solely as a result of Tenant’s specific use, required by such laws, ordinances, orders, rules and regulations,
ordinary or extraordinary, foreseen or unforeseen.
Section 13.03. During the Term and any renewal term of the Lease, Tenant warrants, represents and covenants to and with Landlord as follows:
(A) The Demised Building will not, as the result of the acts or omissions of Tenant, contain (1) asbestos in any form, (2) urea
formaldehyde foam insulation or (3) except in compliance with all applicable laws, rules, regulations or ordinances, any flammable explosives, radioactive
materials, hazardous materials, hazardous wastes, hazardous, controlled or toxic substances, or any pollutant or contaminant, or related materials defined in or
controlled pursuant to the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (42 U.S.C. Sections 9601 et seq.),
the Hazardous Materials Transportation Act, as amended (49 U.S.C. Sections 1801 et seq.), the Resource Conservation and Recovery Act, as amended (42
U.S.C. Sections 9601 et seq.), the Federal Water Pollution Control Act (22 U.S.C. Section 1251 et seq.), the Clean Air Act (42 U.S.C. Section 7401 et seq.),
and in the regulations adopted and publications promulgated pursuant thereto, or any other Federal, state or local environmental law, ordinance, rule or
regulation (collectively, “Environmental Laws”); or which, even if not so regulated, is likely to create a substantial hazard to the health or safety of the
occupants of the Building (the substances described in (1), (2), or (3) above being hereinafter collectively referred to as “Hazardous Materials”); except in
compliance with all applicable laws, rules, regulations or ordinances, the Demised Building will never be used by Tenant for any activities involving,
directly or indirectly, the use, generation, treatment, transportation, storage or disposal of any Hazardous Materials or to refine, produce, store, handle,
transfer, process or transport Hazardous Substances.
(B) In the event of any storage, presence, utilization, generation, transportation, treatment or disposal of Hazardous Materials by Tenant
in, on or about the Demised Building not in compliance with all applicable laws, rules, regulations or ordinances, or in the event of any Hazardous Materials
Release by Tenant (as hereinafter defined), Tenant shall remove or cause the removal of any such Hazardous Materials and rectify any such Hazardous
Materials Release, and otherwise comply or cause compliance with the laws, rules, regulations or orders of all applicable authorities, all at the expense of
Tenant, including without limitation, the undertaking or completion of all investigations, studies, sampling and testing and all remedial, removal and other
actions necessary to clean up and remove all such Hazardous Materials, on, from or affecting the Demised Building in compliance with all applicable laws,
rules, regulations or ordinances. If Tenant shall fail to proceed with such removal or otherwise comply with such laws, rules, regulations or orders within the
cure period permitted under the applicable regulation or order, the same shall constitute a default under Article XV hereof, and Landlord may, but shall not be
obligated to, do whatever is necessary to eliminate such Hazardous Materials from the Demised Building in compliance with the applicable law, rule,
regulation or order, acting either in its own name or in the name of Tenant pursuant to this Section, and the reasonable cost thereof shall be borne by Tenant
and thereupon become due and payable as Additional Rent hereunder. Upon reasonable advance notice (except in the case of emergency), Tenant shall give
to Landlord and its agents and employees access to the Demised Building for such purposes and hereby specifically grants to Landlord a license to remove
the Hazardous Materials and otherwise comply with such applicable laws, rules, regulations or orders, acting either in its own name or in the name of Tenant
pursuant to this Section.
(C) Tenant hereby indemnifies and holds Landlord and each of its shareholders, subsidiaries, affiliates, officers, directors, partners,
employees, agents and trustees, and any receiver, trustee or other fiduciary appointed for the Building, harmless from, against, for and in respect of, any and
all damages, losses, settlement payments, obligations, liabilities, claims, actions or causes of actions, encumbrances, fines, penalties, and costs and expenses
suffered, sustained, incurred or required to be paid by any such indemnified party (including, without limitation, reasonable fees and disbursements or
attorneys, engineers, laboratories, contractors and

consultants) because of, or arising out of or relating to (1) the violation by of any of Tenant’s representations, warranties and covenants under this Article
XIII, and (2) any Environmental Liabilities (as herein below defined) caused by Tenant (including Environmental Liabilities caused by Tenant prior to the
Commencement Date) in connection with the Demised Premises. For purposes of this indemnification clause, “Environmental Liabilities” shall include all
costs and liabilities with respect to the future presence, removal, utilization, generation, storage, transportation, disposal or treatment of any Hazardous
Materials or any release, spill, leak, pumping, pouring, emitting, emptying, discharge, injection, escaping, leaching, dumping or disposing into the
environment (air, land or water) of any Hazardous Material as a result of the Tenant, it’s agents, representatives, contractors or invitees actions (each a
“Hazardous Materials Release”), including, without limitation, cleanups, remedial and response actions, remedial investigations and feasibility studies,
permits and licenses required by, or undertaken in order to comply with the requirements of, any Federal, state or local law, regulation, or agency or court, any
damages for injury to person, property or natural resources, claims of governmental agencies or third parties for cleanup costs and costs of removal, discharge,
and satisfaction of all liens, encumbrances and restrictions on the Demised Building relating to the foregoing. The foregoing indemnification and the
responsibilities of Tenant under this Article XIII shall survive the termination or expiration of this Lease.
(D) Upon reasonable advance notice (except in the case of emergency), Tenant agrees that Landlord shall have the right to conduct, or to
have conducted by its agents or contractors, at Landlord’s cost, such environmental inspections of the Demised Building as Landlord shall reasonably deem
necessary or advisable from time to time.
(E) Without limitation of the foregoing, in the event of the failure of Tenant to comply with any of the material requirements of any
Environmental Laws, and/or any related regulations with respect to Tenant’s activities within thirty (30) days after notice (or such other period as required by
any Environmental Law), Landlord shall have the right, at the sole option of Landlord, to comply with such statutory or regulatory requirements, and/or to
cure any such default at Tenant’s sole expense, and all reasonable costs and expenses of such compliance and/or cure shall be due and payable from Tenant
to Landlord upon demand as Additional Rent hereunder.
Section 13.04. Tenant shall comply with all orders, requirements and conditions now or hereafter imposed by any ordinances, laws, orders and/or
regulations (hereinafter collectively called “regulations”) of any governmental body having jurisdiction over the Demised Building or the Building, whether
required of Landlord or otherwise, regarding the collection, sorting, separation and recycling of Tenant’s waste products, garbage, refuse and trash
(hereinafter, collectively called “waste products”) generated from the Demised Building including but not limited to the removal of such receptacles in
accordance with any collection schedules prescribed by such regulations. Landlord reserves the right (a) to refuse to accept from Tenant any waste products
that are not prepared for collection in accordance with any such regulations, and (b) to require Tenant to pay all costs, expenses, fines, penalties or damages
that may be imposed on Landlord or Tenant by reason of Tenant’s failure to comply with any such regulations.
Section 13.05. To the best of Landlord’s knowledge, there is no asbestos or Hazardous Materials on the Land or in the Building. Landlord shall
indemnify and hold Tenant harmless from and against any claims, demands, losses, liabilities damages, costs or expenses (including, without limitation,
reasonable attorney and consultant fees, court costs and litigation expenses) of whatever kind or nature, known or unknown, contingent or otherwise,
(“Claims”) incurred by or asserted against Tenant arising out of or in any way related to (i) the existence of any Hazardous Materials within the Building prior
to the Commencement Date of the Lease (or as applicable, the Early Access Period), except to the extent that such Claims are the result of conditions
exacerbated by the Tenant or (ii) the use, storage, disposal, release, discharge, spill or emission of any Hazardous Material, or the violation of any
Environmental Laws, by Landlord, its agents, employees, contractors or invites.

ARTICLE XIV
Subordination/Estoppels/Waiver
Section 14.01. This Lease shall be subject and subordinate to all present and future first mortgages, first deeds of trust, or underlying leases
affecting the Demised Building. If Tenant is not in default under this Lease beyond any applicable cure period, Tenant’s occupancy shall not be disturbed in
connection with the foreclosure or termination of any of the foregoing. Tenant shall execute, at no cost to Landlord, and within 15 days of Landlord’s
request, any reasonable instrument which may be desirable by Landlord to confirm the subordination of this Lease to any such first mortgage or first deed of
trust. Landlord may assign this Lease to any such mortgagee or trust deed holder in connection with any such lien superior to this Lease, and Tenant shall
execute within 15 days of Landlord’s request any reasonable instrument which may be necessary or desirable by Landlord or the holder of said lien in
connection with said assignment and agrees to attorn to any such mortgagee or trust deed holder. As used in this Section, a “reasonable” instrument will,
without limitation, include a provision providing for Tenant’s continuing right to the quiet enjoyment of the Demised Building in accordance with the Lease
and provided Tenant is not in default under this Lease beyond any applicable cure period.
Section 14.02. Tenant and Landlord further agree, within ten (10) business days of written request, to certify by written instrument duly executed
and acknowledged to any first mortgagee, first trust deed holder or purchaser, or any proposed first mortgage lender, first trust deed holder or purchaser, or
other person, that this Lease is in full force and effect, or if not, in what respect it is not, that this Lease has not been modified, or the extent to which it has
been modified, that there are no existing defaults hereunder to the best of the knowledge of the party so certifying, or specifying the defaults, if any, and any
other information which Landlord or Tenant shall reasonably require. Any such certification shall be without prejudice as between Landlord and Tenant, it
being agreed that any document required hereunder shall not be used in any litigation between Landlord and Tenant.
Section 14.03. In the event any lender for Tenant requests Landlord to execute a waiver of any landlord’s lien on any personal property of
Tenant and to permit such lender to enter the Demised Building and remove any such personal property on account of a default under any Tenant financing
with such lender, Landlord agrees, upon request of Tenant, to execute such waiver in favor of such lender.

ARTICLE XV
Defaults, Remedies
Section 15.01. If, during the Term, any one or more of the following acts or occurrences (any one of such occurrences or acts being hereinafter
called an Event of Default) shall happen:
(a) Tenant shall default in making any payment of Basic Rent or any Additional Rent for more than ten (10) days after same were due and
payable. If Tenant fails, on two (2) separate occasions in any twelve (12) month period during the Term hereof, to make payment of the Basic Rent and/or any
Additional Rent and/or late charge on or before the due date, then, whether or not Tenant ultimately makes and Landlord accepts the required payment after
the due date, such failure shall entitle Landlord, upon or at any time after such second (2nd) separate occasion, to pursue the remedies provided in this
Article, said circumstances being hereby declared a default no longer susceptible of being cured or removed by Tenant; or
(b) Tenant shall default in the performance of or compliance with any of the other covenants, agreements, terms or conditions of this
Lease to be performed by Tenant (other than any default curable by payment of money), and such default shall continue for a period of twenty (20) days after
notice thereof from Landlord to Tenant, or, in the case of a default which cannot with due diligence be cured within twenty (20) days, Tenant shall fail to
proceed promptly after the giving of such notice and with all due diligence to cure such default and thereafter to prosecute the curing hereof with all due
diligence (it being intended that as to a default

not susceptible of being cured with due diligence within twenty (20) days, the time within which such default may be cured shall be extended for such period
as may be reasonably necessary to permit the same to be cured with all due diligence); or
(c) Tenant or any guarantor of this Lease shall file a voluntary petition in bankruptcy or shall be adjudicated a bankrupt or insolvent, or
shall file any petition or answer seeking any reorganization, composition, readjustment or similar relief under any present or future bankruptcy or other
applicable law, or shall seek or consent to or acquiesce in the appointment of any trustee, receiver, or liquidator of Tenant or any guarantor of this Lease or of
all or any substantial part of its properties or of all or any part of the Demised Premises;
(d) If, within sixty (60) days after the filing of an involuntary petition in bankruptcy against Tenant or any guarantor of this Lease, or the
commencement of any proceeding against Tenant or such guarantor seeking any reorganization, composition, readjustment or similar relief under any law,
such proceeding shall not have been dismissed, or if, within sixty (60) days after the appointment, without the consent or acquiescence of Tenant or such
guarantor, of any trustee, receiver or liquidator of Tenant or such guarantor, or of all or any part of the Demised Premises, such appointment shall not have
been vacated or stayed on appeal or otherwise, or if, within sixty (60) days after the expiration of any such stay, such appointment shall have been vacated, or
if, within sixty (60) days after the taking possession, without the consent or acquiescence of Tenant or such guarantor, of the property of Tenant, or of such
guarantor by any governmental office or agency pursuant to statutory authority for the dissolution or liquidation of Tenant or such guarantor, such taking
shall not have been vacated or stayed on appeal or otherwise; or
(e) Tenant abandons or surrenders the Demised Building (as distinguished from ceasing operations at the Demised Premises, which is not
a default hereunder).
Then upon the occurrence of any such Event of Default, and during the continuance thereof, Landlord may, at its option, notwithstanding the fact that
Landlord may have any other remedy hereunder or at law or in equity, by notice to Tenant, designate a date, not less than ten (10) days after the giving of
such notice, on which this Lease shall terminate; and thereupon, on such date, the Term of this Lease and the estate hereby granted shall expire and terminate
with the same force and effect as if the date specified in such notice was the date hereinbefore fixed for the expiration of the Term of this Lease, and all rights
of Tenant hereunder shall expire and terminate, but Tenant shall remain liable as hereinafter provided. Additionally, Tenant agrees to pay, as Additional
Rent, all reasonable attorney’s fees and other expenses incurred by Landlord in enforcing any of the obligations of Tenant under this Lease (if it is the
prevailing party in any such action), this covenant to survive the expiration or sooner termination of this Lease.
Section 15.02. If this Lease is terminated as provided in Section 15.01, or as permitted by law, Tenant shall peaceably quit and surrender the
Demised Building to Landlord, and if Tenant does not so quit and surrender the Demised Building to Landlord, Landlord may commence an action for
possession of the Premises or other legal proceedings, and otherwise exercise all of its remedies under applicable law, and again have, repossess and enjoy the
same as if this Lease had not been made, and in any such event neither Tenant nor any person claiming through or under Tenant by virtue of any law or an
order of any court shall be entitled to possession or to remain in possession of the Demised Premises. Nothing herein contained shall limit or prejudice the
right of Landlord, in any bankruptcy or reorganization or insolvency proceeding, to prove for and obtain as liquidated damages by reason of such
termination an amount equal to the maximum allowed by any bankruptcy or reorganization or insolvency proceedings, or to prove for and obtain as
liquidated damages by reason of such termination, an amount equal to the maximum allowed by any statute or rule of law whether such amount shall be
greater or less than the excess referred to above.
Section 15.03. Following an Event of Default, Landlord shall have the right without notice to commence an action for possession of the Demised
Building and otherwise exercise all of its remedies under applicable law, without being obligated to terminate the Lease and shall be entitled to repair the
Demised Building in such manner as Landlord may deem necessary or advisable so as to put the Demised Building in the same condition as of the date hereof
to make the same rentable, and shall have the right, pursuant to legal

process, at Landlord’s option, to re-let the Demised Building or a part thereof, and Tenant shall pay to Landlord on demand all reasonable expenses incurred
by Landlord in obtaining possession, and in repairing and putting the Demised Building in and the same condition as of the date hereof and in reletting the
same, including reasonable fees of attorneys, and all other reasonable expenses or commissions, and Tenant shall pay to Landlord upon the rent payment
dates following the date of such re-entry and including the date for the expiration of the Term of this Lease in effect immediately prior to such re-entry, the
sums of money which would have been payable by Tenant as Monthly Basic Rent and Additional Rent hereunder on such rent payment dates if Landlord
had not re-entered and resumed possession of the Demised Premises, deducting only the net amount of Basic Rent and Additional Rent, if any, which
Landlord shall actually receive (after deducting from the gross receipts the expenses, costs and payments of Landlord which in accordance with the terms of
this Lease would have been borne by Tenant) in the meantime from and by any reletting of the Demised Premises, and Tenant shall remain liable for all sums
otherwise payable by Tenant under this Lease, including but not limited to the expense of Landlord aforesaid, as well as for any deficiency aforesaid, and
Landlord shall have the right from time to time to begin and maintain successive actions or other legal proceedings against Tenant for the recovery of such
deficiency, expenses or damages or for a sum equal to any Monthly Basic Rent payment and Additional Rent. The obligation and liability of Tenant to pay
the Term Basic Rent and the Additional Rent shall survive the commencement, prosecution and termination of any action to secure possession of the
Demised Premises. Nothing herein contained shall be deemed to require Landlord to wait to begin such action or other legal proceedings until the date when
this Lease would have expired had there not been an Event of Default.
Section 15.04. Tenant hereby waives all right of redemption to which Tenant or any person under it may be entitled by any law now or hereafter
in force. Landlord shall use commercially reasonable efforts to mitigate its damages.
Section 15.05. In the event of any breach by Tenant of any of the agreements, terms, covenants or conditions contained in this Lease, Landlord
shall be entitled to (i) seek to enjoin such breach or threatened breach in a court of competent jurisdiction and (ii) commence in a court of competent
jurisdiction an action to invoke any right or remedy allowed at law or in equity or by statute for possession though summary dispossess proceedings. During
the pendency of any proceedings brought by Landlord to recover possession by reason of default, Tenant shall continue all money payments required to be
made to Landlord, and Landlord may accept such payments for use and occupancy of the Demised Premises. In such event, Tenant waives its right in such
proceedings to claim as a defense that the receipt of such money payments by Landlord constitutes a waiver by Landlord of such default.
Section 15.06. In the event of any breach by Landlord of any of the agreements, terms, covenants or conditions contained in this Lease, and the
same is not cured after twenty (20) days written notice to Landlord (or without notice in the case of an emergency), Tenant may, without being obliged, cure
the breach and Landlord shall pay to Tenant, immediately upon demand, the reasonable, actual, out-of-pocket cost therefor, which payment obligation shall
be subject to all remedies by law or otherwise for the collection of such obligation. Tenant shall not be entitled to deduct or set off such cost from Monthly
Basic Rent, unless Landlord, after written demand for payment by Tenant, has not made payment to Tenant within thirty (30) days of such demand. In
addition, Tenant shall be entitled to enjoin such breach and shall have the right to invoke any right or remedy allowed at law or in equity or by statute.

ARTICLE XVI
Assignment and Sublease
Section 16.01. Tenant may not mortgage, pledge, hypothecate, assign or transfer this Lease or the Demised Building in any manner except as
specifically provided for in this Article XVI.
Section 16.02. Tenant shall not assign the within Lease to any party without the prior written consent of Landlord. In the event that Tenant
desires to assign the within Lease to any other party for which Landlord’s

consent is required, Tenant shall give Landlord notice of such desire and furnish Landlord with (i) an exact copy of the proposed assignment including the
identity of the assignee, (ii) a current financial statement of the assignee and (iii) the contact information for the assignee. Except for assignments pursuant to
subsections 16.04(a), (c) and (d), Landlord shall require a One Thousand ($1,000.00) Dollar payment to cover its handling charges for each request for
consent to any assignment prior to its consideration of the same. Landlord’s consent to any proposed assignment shall not be unreasonably withheld,
conditioned or delayed. Provided that the financial condition of the proposed assignee is satisfactory to the Landlord in the exercise of reasonable
commercial judgment, and provided that the Landlord has approved the Assignment as required hereunder, upon assignment, Landlord shall release Tenant
from any further obligations under the Lease, except for assignments under subsections 16.04 (a), (c) and (d). In the event that the assignment agreement
between Tenant and the assignee provides for a fee or other compensation to Tenant, Tenant shall pay , as a condition of Landlord’s consent to the
assignment, fifty (50%) per cent of such fee or other compensation (less brokerage fees and improvement costs).
Section 16.03. The acceptance by Landlord of any Basic Rent or Additional Rent from the assignee or the failure of Tenant to insist upon a strict
performance of any of the terms, conditions and covenants herein shall not release Tenant herein, nor any assignee assuming this Lease, from any and all of
the obligations herein during and for the entire Term of this Lease.
Section 16.04. Notwithstanding anything contained herein to the contrary, the sublet or assignment (a) to an Affiliated Company; (b) in
connection with the sale of all or substantially all of Tenant’s assets or interests provided that the documented net worth of the assignor as determined by
GAAP is equal to or greater than that of the Tenant; (c) to an entity controlling Tenant, directly or indirectly controlled and beneficially owned by Tenant, or
under common control with Tenant; or (d) any transfer between and among the owners of Tenant or any entity controlled by the owners of Tenant, including
transfers to equity holders of the owners of Tenant and transfers to trusts established for the benefit of such equity owners or their families, shall be permitted
without Landlord’s consent but shall be otherwise subject to the provisions of Sections 16.02 and 16.03. For purposes of clause (c), control shall mean
possession of more than 50 percent ownership of the shares or ownership interests of the entity in question together with the power to control and manage the
affairs thereof either directly or by election of directors and/or officers. As used herein, Affiliated Company shall mean any entity related to such party as a
parent, subsidiary or brother-sister entity so that such entity and such party or such entity and such party and other entities constitute a controlled group as
determined under Section 1563 of the Internal Revenue Code of 1986, as amended and as elaborated by the Treasury Regulations promulgated thereunder.
Section 16.05. (a) In the event that any or all of Tenant’s interest in the Demised Building and/or this Lease is transferred by operation of law to
any trustee, receiver, or other similar representative or agent of Tenant, or to Tenant as a debtor in possession, and subsequently any or all of Tenant’s interest
in the Demised Building and/or this Lease is offered or to be offered by Tenant or any trustee, receiver, or other similar representative or agent of Tenant as to
its estate or property (such person, firm or entity being hereinafter referred to as the “Grantor”), for assignment, conveyance, lease, or other disposition to a
person, firm or entity other than Landlord (each such transaction being hereinafter referred to as a “Disposition”), it is agreed that Landlord has and shall have
a right of first refusal to purchase, take, or otherwise acquire, the same upon the same terms and conditions as the Grantor thereof shall accept upon such
Disposition to such other person, firm, or entity; and as to each such Disposition the Grantor shall give written notice to Landlord in reasonable detail of all
of the terms and conditions of such Disposition within twenty (20) days next following its determination to accept the same but prior to accepting the same,
and Grantor shall not make the Disposition until and unless Landlord has failed or refused to accept such right of first refusal as to the Disposition, as set forth
herein.
(b) Landlord shall have thirty (30) days next following its receipt of the written notice as to such Disposition in which to exercise the
option to acquire Tenant’s interest by such Disposition, and the exercise of the option by Landlord shall be effected by notice to that effect sent to the
Grantor; but nothing herein shall require Landlord to accept a particular Disposition or any Disposition, nor does the rejection of any one such offer of first
refusal constitute a waiver or release of the obligation of the Grantor to submit other offers hereunder to Landlord. In the event Landlord accepts such offer of
first refusal, the transaction shall be

consummated pursuant to the terms and conditions of the Disposition described in the notice to Landlord. In the event Landlord rejects such offer of first
refusal, Grantor may consummate the Disposition with such other person, firm, or entity; but any decrease in price of more than two (2%) percent of the price
sought from Landlord or any change in the terms of payment for such Disposition shall constitute a new transaction requiring a further option of first refusal
to be given to Landlord hereunder.
Section 16.06. Without limiting any of the provisions of Article XV, if pursuant to the Federal Bankruptcy Code (herein the “Code”), or any
similar law hereafter enacted having the same general purpose, Landlord declines the right provided it in the preceding paragraph and Tenant is permitted to
assign this Lease notwithstanding the restrictions contained in this Lease, adequate assurance of future performance by an assignee expressly permitted under
such Code shall be deemed to mean the deposit of cash security in an amount equal to three (3) month’s Annual Basic Rent and three (3) month’s Additional
Rent (which Additional Rent shall be reasonably estimated by Landlord), which deposit shall be held by Landlord for the balance of the Lease Term, without
interest, as security for the full performance of all of Tenant’s obligations under this Lease, to be held and applied in the manner specified for security in
Section 23.02.
Section 16.07. Except as specifically set forth above, no portion of the Demised Building or of Tenant’s interest in this Lease may be acquired by
any other person or entity, whether by assignment, mortgage, sublease, transfer, operation of law or act of Tenant, nor shall Tenant pledge its interest in this
Lease or in any security deposit required hereunder.
Section 16.08. If Tenant is a corporation other than a corporation whose stock is listed and traded on a nationally recognized stock exchange, the
provisions of this Article XVI shall apply to a transfer (however accomplished, whether in a single transaction or in a series of related or unrelated
transactions) of stock [or any other mechanism such as, by way of example, the issuance of additional stock, a stock voting agreement or change in class(es)
of stock] which results in a change of control of Tenant as if such transfer of stock (or other mechanism) which results in a change of control of Tenant were an
assignment of this Lease, and if Tenant is a partnership or joint venture, said provisions shall apply with respect to a transfer (by one or more transfers) of an
interest in the distributions of profit and losses of such partnership or joint venture (or other mechanism, such as, by way of example, the creation of
additional general partnership or limited partnership interests) which results in a change of control of such partnership or joint venture as if such transfer of an
interest in the distributions of profits and losses of such partnership or joint venture which results in a change of control of such partnership or joint venture
were an assignment of this Lease. Notwithstanding anything contained herein to the contrary, the provisions of this Section 16.08 shall not apply to
transactions with a corporation into or with which Tenant is merged or consolidated or to which all or substantially all of Tenant’s assets are transferred or to
any corporation which controls or is controlled by Tenant or is under common control with Tenants, provided that in the event of such merger, consolidation
or transfer of all or substantially all of Tenant’s assets, (i) the successor to Tenant has a net worth computed in accordance with generally accepted accounting
principles at least equal to the greater of (a) the net worth of Tenant herein named on the date of this Lease, or (b) the net worth of Tenant herein named on the
date prior to such merger, consolidation or transfer of all or substantially all of Tenant’s assets and (ii) proof satisfactory to Landlord of such net worth shall
have been delivered to Landlord at least ten (10) days prior to the effective date of any such transaction.
Section 16.09. Tenant shall have no claim, and hereby waives the right to any claim, against Landlord for money damages by reason of any
reasonable refusal, withholding or delaying by Landlord of any consent, and in such event, Tenant’s only remedies therefor shall be an action for specific
performance, injunction or declaratory judgment to enforce any such requirement.

ARTICLE XVII
Notices
Section 17.01. All notices, demands, consents, approvals, requests and instruments or documents by this Lease required or permitted to be given
to or served upon Landlord or Tenant shall be in writing. Any such

notice, demand, consent, approval, request, instrument or document shall be sufficiently given or served only if delivered personally or if sent by a
recognized overnight courier service for overnight delivery or if sent by certified or registered mail, postage prepaid, or by facsimile (provided a copy is
delivered by overnight mail) addressed at the address set forth below, or at such other address as it shall designate by notice, as follows:
If to Landlord:

Wilmington Investors, LLC
7 Penn Plaza, Suite 512
New York, New York 10001
Phone: (212) 356-9231
and
Wilmington Investors, LLC
c/o Nobel Property Management, LLC
111 Magee Avenue
Lavallette, New Jersey 08735
Phone: (732) 854- 9080

With a copy to:

Neyer Management
Wilmington Commerce Park Partnership
3927 Brotherton Road
Cincinnati, OH 45209
Phone: (513) 618-6001

With Copy to:

MANDELBAUM SALSBURG
155 Prospect Avenue
West Orange, New Jersey 07052
Attn: Owen T. Hughes, Esq.

If to Tenant:

PC Connection, Inc.
730 Milford Road
Merrimack, NH 03035
Attn: Legal Department

If so served or sent, any such notice shall be deemed given on the date same is personally delivered, or if mailed, on the second business day after depositing
same in a P.O. Box regularly maintained by the U.S. Post Office Department, or if by Federal Express or other overnight courier, on the first business day after
sending or if by facsimile, on the day received.
Any notice so sent shall be deemed given or served upon receipt or rejection thereof.

ARTICLE XVIII
Holding Over
Section 18.01. If Tenant shall remain in the Demised Building after the expiration of the Term without having executed and delivered a new
lease with Landlord or if Tenant shall fail to surrender the Demised Building at the expiration or sooner termination of the Term in the condition required by
this Lease, such holding over shall not constitute a renewal or extension of this Lease. In either such event, Landlord may, at its option, (i) elect to treat
Tenant as one who has not removed at the end of its Term, and thereupon be entitled to all the remedies against Tenant provided by law in that situation
including recovery of monetary damages sustained by Landlord from any loss or liability resulting from the failure of tenant to vacate, or (ii) Landlord may
elect, at its option, to construe such holding over as a tenancy from month to month, subject to all the terms and conditions of this Lease, except as to
duration thereof, and in that event, Tenant shall pay the greater of (a) one hundred fifty percent (150%) and (b) the maximum permitted under applicable law,
of the then current Monthly Basic Rent in

advance together with Additional Rent as provided in this Lease. In the event that Landlord elects to construe such holding over as a tenancy from month to
month, such tenancy shall continue until terminated by Landlord, or Tenant, notice of intent to terminate such tenancy, which termination date must be as of
the end of a calendar month. The time limitations described in this Article XVIII shall not be subject to extension for Force Majeure.

ARTICLE XIX
Liens
Section 19.01. Tenant shall not do any act, or make any contract, which may create or be the foundation for any lien or other encumbrance upon
any interest of Landlord or any ground or underlying lessor in any portion of the Demised Premises. If, because of any act or omission (or alleged act or
omission) of Tenant, any Construction Lien Claim or other lien (collectively “Lien”), charge, or order for the payment of money or other encumbrance shall
be filed against Landlord and/or any ground or underlying lessor and/or any portion of the Demised Building (whether or not such Lien, charge, order, or
encumbrance is valid or enforceable as such), Tenant shall, at its own cost and expense, cause same to be discharged of record or bonded within thirty (30)
days after notice of the filing thereof; and Tenant shall indemnify and save harmless Landlord and all ground and underlying lessor(s) against and from all
costs, liabilities, suits, penalties, claims, and demands, including reasonable counsel fees, resulting therefrom. If Tenant fails to comply with the foregoing
provisions, Landlord shall have the option of discharging or bonding any such Lien, charge, order, or encumbrance, and Tenant agrees to reimburse Landlord
for all costs, expenses and other sums of money in connection therewith (as Additional Rent) with interest at a rate equal to eight percent (8%) promptly upon
demand. All materialmen, contractors, artisans, mechanics, laborers, and any other persons now or hereafter contracting with Tenant or any contractor or
subcontractor of Tenant for the furnishing of any labor services, materials, supplies, or equipment with respect to any portion of the Demised Premises, at any
time from the date hereof until the end of the Lease Term, are hereby charged with notice that they look exclusively to Tenant to obtain payment for same.

ARTICLE XX
Option to Renew
Section 20.01. Tenant is hereby granted the option to renew this Lease for two renewal periods of (5) years each upon the following terms and
conditions:
(a) At the time of the exercise of the option to renew and at the time of the said renewal, the Tenant shall not be in default in accordance
with the terms and provisions of this Lease, and shall be in possession of the Building pursuant to this Lease.
(b) Notice of the exercise of the option shall be sent to the Landlord in writing at least nine (9) months before the expiration of the Term
of this Lease or, if applicable, the term of the first renewal period, TIME HEREBY BEING MADE OF THE ESSENCE.
(c) The first renewal term shall be for the term of five (5) years and shall commence at the expiration of the Term of this Lease, and all of
the terms and conditions of this Lease, other than the Basic Rent, but including without limitation Additional Rent, shall apply during any such renewal
term. The second renewal term shall be for the term of five (5) years and shall commence at the expiration of the first renewal term, and all of the terms and
conditions of this Lease, other than the Basic Rent, but including without limitation Additional Rent, shall apply during any such renewal term.
(d) During the first Lease Year of the first renewal Term, Tenant shall pay Landlord Annual Basic Rent in an amount equal to the greater
of (a) the amount equal to the Annual Basic Rent for the last year of the Term plus an amount equal to 3% of the Annual Basic Rent for the last year of the
Term and (b) the Fair Market

Rental for comparable space in the Wilmington area. The Annual Basic Rent shall for each subsequent lease year of the renewal term shall increased by the
amount equal to 3% of the Annual Basic Rent for the prior lease year.
(e) During the first Lease Year of the second renewal Term, Tenant shall pay Landlord Annual Basic Rent in an amount equal to the
greater of (a) the Annual Basic Rent for the last year of the first renewal Term plus an amount equal to 3% of the Annual Basic Rent for the last year of the first
renewal Term and (b) the Fair Market Rental for comparable space in the Wilmington area. The Annual Basic Rent for each lease year of the second renewal
term shall be increased by the amount equal to 3% of the Annual Basic Rent for the prior lease year.

ARTICLE XXI
Inspection, For Sale and For Rent Signs
Section 21.01. Upon reasonable advance notice, which shall not be less than 48 hours, Landlord, or its agents, shall have the right to enter the
Demised Building at reasonable hours to examine the same, or to exhibit the Demised Building to prospective purchasers and to place upon the Demised
Building a suitable “For Sale” sign, which sign must be approved by Tenant, which approval shall not be unreasonably withheld. For six (6) months prior to
the expiration of the Term, Landlord, or its agents, may exhibit the Demised Building to prospective tenants and may place the usual “To Let” Additionally,
and notwithstanding anything contained herein to the contrary, if at any time prior to the last twelve (12) months of the Term Tenant shall have removed all
or substantially all of Tenant’s property from the Demised Premises, Landlord, at its option, exercisable in writing to Tenant, may elect to recapture the
Demised Premises, in which event Tenant shall be fully released from any and all obligations accruing hereunder from and after the effective date of such
recapture.

ARTICLE XXII
Signs
Section 22.01. (a) No sign, advertisement or notice shall be affixed to or placed upon any part of the Demised Building by Tenant, except in such
manner, and of such size, design and color as shall be approved in advance in writing by Landlord, which approval Landlord shall not unreasonably withhold
or condition, and provided: (i) Tenant removes the existing sign at the Demised Premises; (ii) Tenant complies with all applicable governmental ordinances
and regulations and receives all necessary governmental approvals required for erection and maintenance of the sign and (iii) no later than the last day of the
Term, Tenant shall, at Tenant’s expense, remove the sign and repair all injury done by or in connection with the installation or removal of the sign.
(b) Landlord shall allocate space to Tenant on the monument sign, if any, for the Wilmington Commerce Park.

ARTICLE XXIII
Rent Deposit and Late Charge
Section 23.01. Simultaneously herewith, Tenant shall deposit with Landlord’s attorney the sum of $55, 833.33, to be held by attorney in escrow
as Rent Deposit to be applied to the rent due on the Commencement Date.
Section 23.02. (a) Anything in this Lease to the contrary notwithstanding, at Landlord’s option, Tenant shall pay a “Late Charge” of five
(5%) percent of any installment of Monthly Basic Rent or Additional Rent paid more than ten (10) days after the due date thereof, to cover the extra expense
involved in handling delinquent

payments. Additionally, Tenant shall pay Landlord $500.00 for each dishonored check presented to Landlord to cover Landlord’s administrative costs
associated therewith.
(b) In addition to the administrative Late Charge provided for under Section 23.02(a) above, if any Basic Rent or Additional Rent due
from Tenant to Landlord is not paid within ten (10) days after the same is due under this Lease, such unpaid amount shall bear interest from the date due until
the date paid at an annual rate of interest equal to the lesser of (i) the Prime Rate of interest as published in the Wall Street Journal (or, if not published, as
established by the then largest national banking association in the United States of America) from time to time plus two (2%) percent, or (ii) the highest
annual rate of interest permitted under applicable law.

ARTICLE XXIV
Financial Statements
Section 24.01. The Tenant agrees, within ninety (90) days after the end of the Tenant’s accounting year, or any other times at the request of the
Landlord, or at the request of the holder of any first mortgage upon the Demised Premises, to furnish to the Landlord or mortgagee, a certified balance sheet
and profit and loss statement for the last accounting year. All such information shall be Tenant’s confidential information and Landlord shall not disclose
such information to third parties without Tenant’s prior written consent. If Tenant is a publicly traded company, then Tenant’s financial reports as filed with
the United States Securities & Exchange Commission shall be sufficient under this Section.

ARTICLE XXV
Broker
Section 25.01. (a) Each party represents and warrants to one another that no broker except JLL, representing the Tenant, and Colliers
International, representing the Landlord, have been involved in bringing about this transaction and each party agrees to indemnify and hold one another
harmless from any and all claims of any other brokers and any expenses in connection therewith arising out a breach of the foregoing representation.
(b) Landlord shall pay the commission to JLL in accordance with the written agreement between said broker and Landlord. Landlord
agrees to indemnify and hold Tenant harmless in regard to claims of Jones Lang Lasalle for commission in regard to this transaction Lease.
(c) Landlord shall pay the commission to Colliers International in accordance with the written agreement between said broker and
Landlord. Landlord agrees to indemnify and hold Tenant harmless in regard to claims of Colliers International for commission in regard to this transaction
Lease.

ARTICLE XXVI
Memorandum of Lease
Section 26.01. Neither Landlord nor Tenant shall record this Lease. Following the Commencement Date, Tenant may file or record a
Memorandum of this Lease in accordance with Ohio Statute 530.251, executed by both parties and limiting the Memorandum of Lease to the name and
address of the parties, a description of the leased premises, the date of execution and the term of this Lease and rights of renewal. Prior to the Commencement
Date, Tenant will promptly execute a discharge of the Memorandum of Lease and deliver same to Landlord’s attorney to be held in escrow pending
expiration or early termination in accordance with the provisions of this Lease at which time same shall be released from escrow and recorded in accordance
with

applicable law. Nothing herein shall be deemed to prevent Tenant from filing required information and documentation regarding the Lease with the United
States Securities & Exchange Commission.

ARTICLE XXVII
Waiver of Trial by Jury
Section 27.01. LANDLORD AND TENANT WAIVE TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM BROUGHT BY
EITHER LANDLORD OR TENANT AGAINST THE OTHER IN ANY MATTERS WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH
THIS LEASE, TENANT’S USE OR OCCUPANCY OF THE DEMISED PREMISES, AND/OR ANY CLAIM OF INJURY OR DAMAGE.

ARTICLE XXVIII
Distraint
Section 28.01. Except for the Security Deposit and any statutory rent lien, Landlord shall not have any pre judgment lien or security interest on
any personal property and equipment of Tenant.

ARTICLE XXIX
Personal Liability
Section 29.01. Notwithstanding anything to the contrary provided in this Lease, it is specifically understood and agreed, such agreement being a
primary consideration for the execution of this Lease by Landlord, that there shall be no personal liability on the part of Landlord, its successors, assigns or
any mortgagee in possession (for the purposes of this Paragraph, collectively referred to as “Landlord”), with respect to any of the terms, covenants and
conditions of this Lease, and that Tenant shall look solely to the equity of Landlord in the Building, or insurance or condemnation proceeds for the
satisfaction of each and every remedy of Tenant in the event of any breach by Landlord of any of the terms, covenants and conditions of this Lease to be
performed by Landlord, such exculpation of liability to be absolute and without any exceptions whatsoever. Notwithstanding the foregoing, in the event
Landlord’s equity in the Building, or insurance or condemnation proceeds, are insufficient, then Tenant may also look to the assets of Wilmington Investors,
LLC for the satisfaction of any liability to Tenant.

ARTICLE XXX
Landlord’s Retained Rights
Section 30.01. Landlord hereby reserves to itself, its successors and assigns the right to grant, construct, maintain and use ingress and egress
easements, railroad easements, utility easements, drainage easements, across, through, over and under the Land or to or from other lands and other portions of
real property now owned or in the future acquired by Landlord, and to construct and install pipes and other equipment necessitated thereby, provided,
however, that the same be at the cost of Landlord and does not unreasonably interfere with the use of or access to the Demised Building by Tenant.

ARTICLE XXXI
Definitions
Section 31.01. Force Majeure. Force Majeure shall mean and include those situations beyond either party’s control, including by way of
example and not by way of limitation, acts of God; accidents; repairs;

strikes; shortages of labor, supplies or materials; inclement weather; or, where applicable, the passage of time while waiting for an adjustment of insurance
proceeds provided the same are being diligently pursued. Any time limits required to be met by either party hereunder, whether specifically made subject to
Force Majeure or not, except those related to the payment of Basic Rent or Additional Rent (except to the extent the Force Majeure prevents such payment)
and except as to the time periods set forth in Article XVIII, shall, unless specifically stated to the contrary elsewhere in this Lease, be automatically extended
by the number of days by which any performance called for is delayed due to Force Majeure.
Section 31.02. Additional Rent. Additional Rent shall mean all sums in addition to Basic Rent payable by Tenant to Landlord pursuant to the
provisions of this Lease.

ARTICLE XXXII
Miscellaneous
Section 32.01. Partial Invalidity. If any term or provision of this Lease or the application thereof to any party or circumstances shall to any
extent be invalid or unenforceable, the remainder of this Lease or the application of such term or provision to parties or circumstances other than those to
which it is held invalid or unenforceable, shall not be affected thereby, and each term and provision of this Lease shall be valid and enforced to the fullest
extent permitted by law.
Section 32.02. Waivers. One or more waivers by either party of the obligation of the other to perform any covenant or condition shall not be
construed as a waiver of a subsequent breach of the same or any other covenant or condition. The receipt of Basic Rent or Additional Rent by Landlord, with
knowledge of any breach of this Lease by Tenant or of any default on the part of Tenant in the observance or performance of any of the conditions or
covenants of this Lease, shall not be deemed to be a waiver of any provision of this Lease. Neither acceptance of the keys nor any other act or thing done by
Landlord or any agent or employee during the Term herein demised shall be deemed to be an acceptance of a surrender of said Demised Premises, excepting
only an agreement in writing signed by Landlord accepting or agreeing to accept such a surrender.
Section 32.03. Number, Gender. Wherever herein the singular number is used, the same shall include the plural, and the masculine gender shall
include the feminine and neuter genders.
Section 32.04. Successors, Assigns. The terms, covenants and conditions herein contained shall be binding upon and inure to the benefit of the
respective parties and their successors and assigns.
Section 32.05. Headings. The Article and marginal headings herein are intended for convenience in finding the subject matters, are not to be
taken as part of this Lease and are not to be used in determining the intent of the parties to this Lease.
Section 32.06. Entire Agreement. This instrument contains the entire and only agreement between the parties and no oral statements or
representations or prior written matter not contained in this instrument shall have any force or effect. This Lease shall not be modified in any way or
terminated except by a writing executed by both parties.
Section 32.07. Landlord. The term “Landlord” as used in this Lease means only the holder, for the time being, of Landlord’s interest under this
Lease so that in the event of any transfer of title to the Demised Building Landlord shall be and hereby is entirely freed and relieved of all obligations of
Landlord hereunder accruing after such transfer, except to the extent of liability of Landlord to Tenant is the subject of a written demand or proceedings
commenced before such transfer, and it shall be deemed without further agreement between the parties that such grantee, transferee or assignee has assumed
and agreed to observe and perform all obligations of Landlord hereunder arising during the period it is the holder of Landlord’s interest hereunder.
Section 32.08. Words of Duty. Whenever in this Lease any words of obligation or duty are used, such words or expressions shall have the same
force and effect as though made in the form of covenants.

Section 32.09. Cumulative Remedies. The specified remedies to which Landlord or Tenant may resort under the terms of this Lease are
cumulative and are not intended to be exclusive of any other remedies or means of redress to which Landlord or Tenant may be entitled at law, in equity or
pursuant to statute, in case of any breach or threatened breach of any provision of this Lease.
Section 32.10. No Option. The submission of this Lease Agreement for examination does not constitute a reservation of, or option for, the
Demised Premises, and this Lease Agreement becomes effective as a Lease Agreement only upon execution and delivery thereof by Landlord and Tenant.
Section 32.11. Accord and Satisfaction. No payment by Tenant or receipt by Landlord of a lesser amount than the Basic Rent and additional
charges payable hereunder shall be deemed to be other than a payment on account of the earliest stipulated Monthly Basic Rent and Additional Rent, nor
shall any endorsement or statement on any check or any letter accompanying any check or payment for Basic Rent or Additional Rent be deemed an accord
and satisfaction, and Landlord may accept such check or payment without prejudice to Landlord’s right to recover the balance of such Basic Rent and
Additional Rent or pursue any other remedy provided herein or by law.
Section 32.12. Authority. Tenant and Landlord each represents and warrants that this Lease and the undersigned’s execution of this Lease has
been duly authorized and approved by the appropriate authority.
Section 32.13. Applicable Law. This Lease shall be interpreted and construed in accordance with the laws of the State of Ohio.
Section 32.14. Attorneys’ Fees and Costs. The prevailing party in any legal claim arising hereunder shall be entitled to its reasonable attorneys’
fees and court costs.
Section 32.15. Dispute Resolution. Before commencing legal action under this Lease, other than for the commencement of an action for
possession for non-payment of rent as set forth in Section 15.01(a) or under Sections 15.01(c) and (d), or any injunctive relief, Landlord and Tenant agree to
submit to non-binding mediation before a single neutral mediator mutually agreeable to the parties. Mediation shall take place in a neutral location mutually
agreeable to the parties. Either party may provide written notice to the other party for the commencement of the mediation. If, despite the good faith efforts of
the parties to resolve the matter within thirty (30) days from the commencement of the mediation, the parties fail to resolve the matter, either party may
commence legal action.
Signatures follow on the next page.

IN WITNESS WHEREOF, the parties hereto have hereunto set their hands and seals the day and year first above written.
LANDLORD
WILMINGTON INVESTORS, LLC, a Delaware limited
liability company
By:

Wilmington Partners of NJ, LLC,
a New Jersey Limited Liability Company,
Managing Member

By:
/S/ SAM KIRSCHENBAUM
Name: Sam Kirschenbaum
Its:
Manager
STATE OF NEW YORK
COUNTY OF NEW YORK, ss.
The foregoing instrument was acknowledged before me this 28th day of August 2014 by Sam Kirschenbaum the manager of Wilmington Partners of NJ, LLC,
a New Jersey limited liability company, the managing member of Wilmington Investors, LLC, a New Jersey limited liability company, on behalf of the
companies.
/S/ AVI COHEN
Notary Public
My commission expires: July 26, 2018

TENANT
PC CONNECTION, INC.,
a Delaware corporation
BY:
/S/ TIMOTHY MCGRATH
Name: Timothy McGrath
Title: President & CEO
STATE OF NEW HAMPSHIRE
COUNTY OF HILLSBOROUGH, ss.
The foregoing instrument was acknowledged before me this 27th day of August 2014 by Timothy McGrath the President & CEO of PC Connection, Inc., a
Delaware corporation, on behalf of the corporation.
Dolores R. Collins
Notary Public
My commission expires: 09/18/2018

Exhibit A
Legal Description of the Land

Exhibit B
Building and Parking and Storage Area Drawing

Exhibit C
Declaration of Commencement Date
INC. a

This Declaration of Commencement Date is made as of
(“Tenant”), who agree as follows:

, 2015, by WILMINGTON INVESTORS, LLC (“Landlord”), and PC CONNECTION,

1. Landlord and Tenant entered into a Lease Agreement dated
, 2014, in which Landlord leased to Tenant and Tenant leased from Landlord
certain Building described as Building 11 (including the parking and storage areas related thereto) located at 3188 Progress Way, Wilmington, Ohio. All
capitalized terms herein are as defined in the Lease.
2. Pursuant to the Lease, Landlord and Tenant agreed to and do hereby confirm the following matters as of the Commencement of the Term:
a.

the Commencement Date of the Lease is

, 2015;

b.

the Expiration Date of the Lease is

c.

the number of rentable square feet of the Building is

;
;

3. Tenant confirms that:
a. It has accepted possession of the Building as provided in the Lease and is in actual occupancy of the Premises;
b. Landlord has fulfilled all its obligations to be provided to Tenant as of the date hereof and all work in and to the Building to be performed or
paid for by Landlord has been compared;
c. The Lease is in full force and effect and has not been modified, altered, or amended, except as follows:

; and

d. the obligation of Tenant to pay Rent under the Lease has commenced and except as expressly provided in the Lease there are no set-offs or
credits against Rent, and no Security Deposit or prepaid rent has been paid except as provided by the Lease.
Signatures follow on the next page.

WITNESS:

LANDLORD:
WILMINGTON INVESTORS, LLC
By:
Name:
Title :
TENANT:

WITNESS:

PC CONNECTION, INC.
By:
Name:
Title:

Exhibit D
Landlord’s Improvements
I.

II.

III.

IV.

V.

VI.

Design:
a.

Architectural Permit Drawings, Structural Permit Drawings as needed

b.

Interior Design Services, if needed, by Others

c.

MEP Design and Permit Drawings by Design-Build Subcontractors

General Conditions:
a.

Project Management and on-site Project Supervision

b.

Construction dumpsters, construction cleaning, and a final cleaning (includes waxing of VCT)

c.

Temporary protection

d.

Permit Fees

Existing Conditions:
a.

Remove Fencing/Gates from Loading Dock area adjacent to Generator Area.

b.

Remove Rolling Dock Equipment

c.

Remove Exterior Concrete Drive-In Ramps—Quantity (2)

d.

Cut in Additional Overhead Dock Doors/Levelers

e.

Demo Interior Office Areas as depicted on conceptual drawings

f.

Demo warehouse demising walls

g.

Demo warehouse Rm. 148—Walls and Steel Structure

h.

Demo portion of warehouse office and Tornado shelter

i.

Remove all existing racking/shelving in existing warehouse

Concrete:
a.

Install dock leveler pits at new locations

b.

Modify existing roller pits to standard dock leveler pits

c.

Pour new mezzanine slab at infill area

d.

Grind smooth drive lanes in warehouse area

Masonry:
a.

Infill (1) Overhead door

b.

Infill (2) Fabric Speed doors

c.

Lower Header heights at roller door dock locations

Metals:
a.

Install Structural Steel and Metal Decking for mezzanine infill areas

b.

Install Handrail around perimeter of mezzanine level

c.

Rework or Install new stairs at modified warehouse office

VII.

VIII.

Casework:
a.

Install new plastic laminate countertops in cafeteria serving area

b.

Install food prep area in 2nd Floor Office area

Thermal and Moisture Protection:
a.

IX.

X.

Openings:
a.

Relocate existing doors as needed in office areas

b.

Install (4) double acting doors in lab

c.

Install Overhead doors at new dock locations and modified roller dock locations

d.

Install Vestibule framing at Main Entry and Employee Entry

Finishes:
a.

b.

c.

XI.

Flash and patch miscellaneous demoed items and any new penetrations

Walls:
i.

Patch existing walls ready for paint including areas affected by demolition

ii.

Install new partitions in Lab area and resize locker room

iii.

Install new full-height and partition walls at modified warehouse office area

iv.

Install new partitions to create security office, vestibules and security check

v.

Install new demising wall at mezzanine

vi.

Frame new partitions outside of 2nd Floor office restrooms and at Guest reception area

vii.

Install FRP on perimeter lab walls

Ceilings:
i.

Install new ceilings in 1st Floor lab and 2nd Floor open office areas

ii.

Repair and replace pads as needed throughout existing office areas

Flooring:
i.

Replace all existing carpet - $25/sq. yd. Allowance included

ii.

New VCT in break rooms, storage closets, cafeteria, computer room and locker room

iii.

Install rubber flooring in lab area

d.

Install new rubber cove base throughout

e.

Painting:
i.

Paint all new and existing drywall partitions

ii.

Paint existing hollow metal frames and hollow metal doors

iii.

Existing prefinished wood doors to remain as is

iv.

Paint exterior of building—Excluding Overhead doors, dock levelers, awnings, aluminum storefront, pipe bollards and dock stairs
and landings

Equipment:
a.

Install levelers, locks and shelters at new dock locations

b.

Perform preventative maintenance on existing dock equipment

c.

Major repair/replacement to be performed on a T&M basis

XII.

Furnishings:
a.

XIII.

Conveying Equipment:
a.

XIV.

XV.

XVII.

XVIII.

XIX.

Perform Elevator maintenance and startup

Fire Protection:
a.

Rework existing sprinkler heads and add sprinkler heads as needed to provide coverage for the new floor plan.

b.

Service and tag existing FM200 system to ensure proper performance

c.

Supply engineered permit drawings and permit fees.

Plumbing:
a.

XVI.

Install new 1” mini-blinds in office areas

Demo miscellaneous fixtures as needed

HVAC:
a.

-Rework existing HVAC to accommodate reworked office areas and lab

b.

-Service existing Server Room equipment

c.

-If possible remove unit serving a portion of the mezzanine and install Unit Heaters to supplement

d.

-Install low ambient controls on units serving lab

e.

-Install exhaust for Burn-In room

Electrical:
a.

Demo and rework existing electric to accommodate new floor plan

b.

Service existing UPS and Generator. Includes replacement of UPS Batteries

c.

Replace existing Hi Bay lighting with T5 F Bay fixtures. Includes 1 for 1 replacement

d.

Supply power requirements as outlined on PC Connections spreadsheet dated 4/14/14

e.

Modify existing Fire Alarm

Exterior Improvements:
a.

Restripe parking areas

b.

Install new concrete paving where drive and ramps were removed

c.

Clean up existing landscaping

Clarifications/Assumptions:
a.

Includes sales tax

b.

Furniture/Cubicles by Tenant

c.

Appliances by Tenant

d.

Phone/Data Wiring or AV wiring by Tenant

e.

Security wiring or system by Tenant

f.

Access controls by Tenant

g.

No replacement or service to existing equipment has been included

h.

Work on the exterior of the building except what is specifically mentioned in the scope above.

i.

Mold, mildew, or moisture remediation.

THE LANDLORD’S IMPROVEMENTS INCLUDE IN ADDITION TO GENERAL IMPROVEMENTS TO THE BUILDING, SPECIFIC FIT UP WORK
EXPRESSLY INSTALLED FOR THE BENEFIT OF THE TENANT (THE “FIT UP WORK”). THE FIT UP WORK SHALL BE SPECIFICALLY
IDENTIFIED AND DESIGNATED BY THE ARCHITECT ((INCLUDING THE COST THEREOF). DETAILED PLANS AND SPECIFICATIONS FOR
THE LANDLORD IMPROVEMENTS SHALL BE PREPARED BY THE LANDLORD’S ARCHITECT AS SOON AS PRACTICABLE FOLLOWING
THE FULL EXECUTION OF THE LEASE, AND SUCH DETAILED PLANS AND SPECIFICATION SHALL BE DELIVERED TO THE TENANT
FOR TENANT’S SIGNATURE INDICATING APPROVAL, WHICH THEREUPON SHALL BE DEEMED INCORPORATED IN AND MADE PART
OF THE LEASE AND SHALL REPLACE THIS EXHIBIT D ANNEXED TO THE LEASE; ANY AND ALL REFERENCES THEREAFTER TO
EXHIBIT D OR THE LANDLORD’S IMPROVEMENTS SHALL MEAN THE DETAILED PLANS AND SPECIFICATION PREPARED BY THE
LANDLORD’S ARCHITECT.

Exhibit E
Limited Access
License Agreement
THIS LIMITED ACCESS LICENSE AGREEMENT (the “Agreement”) made this day of
INVESTORS, LLC (“Licensor”) and PC CONNECTION, INC. a Delaware corporation (“Licensee”).

, 2015, by and between WILMINGTON

W I T N E S S E T H:
WHEREAS, Licensor is the owner of a certain building known as Building 11 (together with the parking and storage area related to Building 11, the
“Building”) located at 3188 Progress Way, Wilmington, Ohio (the “Property”); and
WHEREAS, Licensor, as landlord and Licensee, as prospective tenant, have entered into that certain Agreement of Lease (“Lease”), dated
whereby Licensor will lease to Licensee the Building as of the Commencement Date as that date is defined in the Lease; and
WHEREAS, Licensee desires to enter into the Building prior to the Commencement Date (as such term is defined in the Lease) for the purposes of
undertaking certain work in connection with Tenant’s preparation of the Building for Tenant’s initial occupancy (“Tenant’s Work”); and
WHEREAS, the Licensor is willing to grant Licensee such right subject to, and conditioned upon the terms and conditions expressly set forth in this
Agreement.
NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth in this Amendment, and for good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the parties hereto, intending to be legally bound, agree as follows:
1.

Incorporation of Recitals and Definitions. The recitals set forth above are hereby incorporated into this Agreement as if set forth herein at length.
All capitalized words and phrases not defined in this Agreement shall have the same meanings ascribed to them in the Lease.

2.

Grant of License. Subject to the terms and conditions of this Agreement, Licensor hereby grants Licensee a non-exclusive license for the term of
this Agreement to enter the Building from time to time for the limited purposes set forth in this Agreement.

3.

Term. The term of this Agreement shall commence (the “License Commencement Date”) upon the execution and delivery of this Agreement by
both Licensor and Licensee and shall end on the Commencement Date.

4.

Use; Compliance with Law; Compliance with Lease.
(a) Licensee may enter the Building during Normal Business Hours from time to time during the Limited Access Period solely for purposes of
undertaking, at its sole cost and expense, the Tenant’s Work. Tenant’s Work shall not include any structural modifications to the Demised
Building and shall not interfere with Landlord’s installation of the “Landlord’s Improvements.”
(b) Licensee shall not place in the Building (i) anything which is hazardous, toxic, odorous, inflammable, explosive or dangerous, or
(ii) anything not within the control of Licensee.
(c) Licensee shall obtain all permits necessary for and comply with all applicable laws in connection with the access to and use and occupancy of
the Building during the term of this Agreement.
(d) All of the terms of the Lease, with the exception of the payment of Base Rent and Additional Rent, shall apply to the Limited Access Period
and Licensee shall comply with all such provisions.
(e) Landlord and Licensee shall coordinate the performance of their work in accordance with good construction practices and each shall use
reasonable efforts to avoid interference with the conduct of any work being performed by the other in the Demised Premises.

(f) Licensee shall be responsible to repair any damage to the Demised Building caused by the acts or omissions of the Licensee, or its contractors,
agents or vendors.
(g) Licensee will abide by all safety, environmental, and other rules established by Landlord. Licensee will hold Landlord harmless from any acts
or omissions while undertaking the tasks contemplated by this section.
(h) At all times until the actual Commencement Date, Landlord will have the exclusive right to control and occupy the premises and Licensee’s
access is strictly a limited right to enter the Premises as an licensee to undertake the installations mentioned above.
(i) Licensee will hold Landlord harmless from any acts or omissions while undertaking the tasks contemplated by this section. Landlord will
hold Tenant harmless from any acts or omissions on its part.
5.

Alterations. Except for undertaking Tenant’s Work (all of which shall be done in accordance with the terms and conditions of the Lease,
Licensee shall not make any other alterations or improvements to Building prior to the Commencement Date without the prior written consent of
Licensor, and then only in accordance with plans and specifications previously approved by Licensor and subject to such conditions as Licensor
may reasonably require.

6.

Insurance; Release.
Licensee (and any of its contractors performing Tenant’s Work) shall maintain all of the insurance required under the Lease and deliver evidence
of such insurance as required under the Lease prior to and as a condition of Tenant’s Entry to the Building.

7.

Licensor’s Right of Access. Licensor shall have access to the Building at all times during the term of this Agreement for such purposes as
Licensor may deem necessary, in Licensor’s sole discretion.

8.

Default and Licensor’s Remedies. The failure of Licensee to perform any of the covenants contained in this Agreement, within ten (10) days
following Licensor’s notice of such failure, shall constitute an event of default (“Event of Default”) hereunder, upon the occurrence of which,
Licensor shall have, in addition to all remedies available at law or equity, the right to terminate this Agreement and to remove Licensee’s
property from the Building. The notice provided for herein is in lieu of any other notices required pursuant to the terms of any statute or
ordinance, and Licensee waives all notices except those specifically required herein.

9.

Surrender. Upon notice from Licensor of the occurrence of an Event of Default hereunder, Licensee agrees to immediately surrender the Building
to Licensor in the same condition as existing on the License Commencement Date, subject to any Tenant’s Work then under construction.

10.

Severability. If any part of this Agreement is declared invalid for any reason, the validity of the remaining portions of this Agreement shall not be
affected, and such remaining portion shall continue in full force and effect as if this Agreement had been executed with the invalid portion
deleted.

11.

Waiver. No waiver by Licensor of any breach or default in the performance of any covenant, condition or term contained herein shall constitute a
waiver of any subsequent breach or default in the performance of the same or any other covenant or term hereof.

12.

Recovery of Attorneys’ Fees and Costs. If any action is instituted or other proceeding is taken to enforce any term, covenant or condition
contained in this Agreement or to recover possession of the Building by reason of the occurrence of an Event of Default, Licensee agrees to pay
to Licensor its reasonable attorneys’ fees, costs and expenses in connection therewith, provided that Licensor is the prevailing party in such
dispute.

13.

No Assignment. Licensee shall not have the right to assign this Agreement or to give any other person or entity any right to use the Building,
unless such assignment is together with an assignment of the Lease consented to by Landlord to the extent required under the Lease.

14.

Ohio Law to Apply. This Agreement shall be construed in accordance with the laws of the State of Ohio.

15.

Limitation of Liability. The liability of Licensor under this License and any successive owner of the Property, and all of its officers, employees,
shareholders and joint ventures and partners, if any, whether general or limited, shall be limited to Licensor’s interest in the Property.

16.

Exclusion of all Warranties. LICENSOR DISCLAIMS ANY EXPRESS OR IMPLIED WARRANTIES REGARDING THE CONDITION OF THE
PREMISES.

17.

Indemnification of Licensor. Licensee hereby agrees to indemnify, defend and hold Licensor, its partners, agents and employees, harmless from
and against any and all claims, suits, actions, liabilities, losses, damages and expenses (including without limitation, attorneys’ fees and court
costs) arising from or in connection with (a) the gross negligence or willful misconduct of Licensee, (b) the presence in the Building by Licensee,
its agents, employees, contractors, invitees and licensees, or the exercise by Licensee of any of its rights under this Agreement, or (c) the failure
by Licensee to perform any of its obligations under this Agreement.

18.

Indemnification of Licensee. Licensor hereby agrees to indemnify, defend and hold Licensee, its partners, agents and employees, harmless from
and against any and all claims, suits, actions, liabilities, losses, damages and expenses (including without limitation, attorneys’ fees and court
costs) arising from or in connection with (a) the gross negligence or willful misconduct of Licensor, (b) the presence in the common areas of the
Building or the Building by Licensor, its agents, employees, contractors, invitees and licensees, or the exercise by Licensor of any of its rights
under this Agreement, or (c) the failure by Licensor to perform any of its obligations under this Agreement.

19.

Notices. All notices given in connection with this Agreement shall be in writing and shall be addressed as set forth in the Lease as amended.

IN WITNESS WHEREOF, duly authorized representatives of Landlord and Tenant have executed this Lease Agreement under seal on the day and
year first above written.
WITNESS:

LANDLORD:
WILMINGTON INVESTORS, LLC
By:
Name:
Title :
TENANT:

WITNESS:

PC CONNECTION, INC.
By:
Name:
Title:

Exhibit F
Common Park Area

Exhibit 31.1
CERTIFICATIONS
I, Timothy McGrath, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of PC Connection, 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:

5.

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

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: October 31, 2014

/ S/ TIMOTHY MCGRATH
Timothy McGrath
President and Chief Executive Officer

Exhibit 31.2
CERTIFICATIONS
I, Joseph Driscoll, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of PC Connection, 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:

5.

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

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: October 31, 2014

/ S/ JOSEPH DRISCOLL
Joseph Driscoll
Senior Vice President, Treasurer and Chief Financial Officer

Exhibit 32.1
CERTIFICATION 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 PC Connection, Inc. (the “Company”) for the period ended September 30, 2014 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, Timothy McGrath, President and Chief Executive Officer of the
Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, that:
(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: October 31, 2014

/ S/ TIMOTHY MCGRATH
Timothy McGrath
President and Chief Executive Officer

Exhibit 32.2
CERTIFICATION 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 PC Connection, Inc. (the “Company”) for the period ended September 30, 2014 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, Joseph Driscoll, Senior Vice President, Treasurer and Chief
Financial Officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, that:
(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Date: October 31, 2014

/ S/ JOSEPH DRISCOLL
Joseph Driscoll
Senior Vice President, Treasurer and Chief Financial Officer

