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Item 1.01              Entry into a Material Definitive Agreement.
 
Note Purchase Agreement and Convertible Promissory Notes
 
On April 29, 2013, Impac Mortgage Holdings, Inc. (the “Company”), entered into a Note Purchase Agreement (the “Note Purchase Agreement”) with the
purchasers named therein (the “Noteholders”), whereby the Company issued (the “Closing Date”) $20 million in original aggregate principal amount of
Convertible Promissory Notes Due 2018 (the “Notes”). The Notes mature on or before April 30, 2018 and accrue interest at a rate of 7.5% per annum, to be
paid quarterly.  The Notes carry an additional penalty interest rate of 2% per annum upon an event of default. Interest shall be computed on the basis of a 360
day year of twelve (12) months each comprised of thirty (30) days.  The Notes may not be prepaid, in whole or in part, by the Company without the prior
written consent of the Noteholders.  The Notes contain customary affirmative and negative covenants of the Company, including covenants not to incur
certain indebtedness that is not subordinated and not to make optional payments on its indebtedness (other than on the Notes) or amend material indebtedness
in a manner that is adverse in any material manner to the Noteholders.
 
Noteholders may convert all or a portion of the outstanding principal amount of the Notes into shares of the Company’s Common Stock (“Conversion
Shares”) at a rate of $10.875 per share, subject to adjustment for stock splits and dividends (the “Conversion Price”). The Company has the right to convert
the entire outstanding principal of the Notes into Conversion Shares at the Conversion Price if the market price per share of the Common Stock, as measured
by the average volume-weighted closing stock price per share of the Common Stock on the NYSE MKT (or any other U.S. national securities exchange then
serving as the principal such exchange on which the shares of Common Stock are listed) for any twenty (20) trading days in any period after the Closing Date
of thirty (30) consecutive trading days, reaches the level of $16.31.  Upon conversion of the Notes by the Company, the entire amount of accrued and unpaid
interest (and all other amounts owing) under the Notes are immediately due and payable.  Furthermore, if the conversion of the Notes by the Company occurs
prior to the third anniversary of the Closing Date, then the entire amount of interest under the Notes through the third anniversary is immediately due and
payable.  To the extent the Company pays any cash dividends on its shares of Common Stock prior to conversion of the Notes, upon conversion of the Notes,
the Noteholders will also receive such dividends on an as-converted basis of the Notes less the amount of interest paid by the Company prior to such
dividend.
 



Upon a change of control of the Company, the holders of a majority of the outstanding principal balance of the Notes have the right to either (a) cause all
unpaid principal and accrued but unpaid interest and other amounts owing to become immediately due and payable in full, (b) cause the entire unpaid
principal balance of the Notes to be converted into shares of the Common Stock at the Conversion Price then in effect, with the  entire amount of accrued but
unpaid interest and other amounts owing under the Notes to be immediately due and payable in cash, or (c) cause the Notes to continue in full force and
effect.  Pursuant to the terms of the Note Purchase Agreement, a change of control will occur when (a) any person, excluding the purchasers of the Notes,
becomes the beneficial owner of more than 50% of the voting power of the Company and the purchasers of the Notes (along with certain related parties) at
that time do not own a greater percentage of voting power or (b) the existing members of the Company’s board of directors cease to constitute a majority of
the board of directors.
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The Notes include customary events of default including: failure to pay principal on any Notes when due; failure to pay interest on the Notes for two business
days after it becomes due; failure in the performance of any other covenant contained in the terms of the Notes for a period of thirty (30) days after written
notice from any Noteholder; acceleration of other debt agreements representing in excess of $3 million of indebtedness at any one time; the entry of
judgments in excess of $3 million against the Company and certain bankruptcy events.  Upon an event of default, holders of 66 2/3% of the aggregate unpaid
principal balance of all outstanding Notes may declare the Notes immediately due and payable.
 
Unless an event of default has occurred and is continuing, each purchaser of the Notes agrees, for the three years after the Closing Date, to vote all
Conversion Shares for each of the Company’s nominees for election to the Company’s board of directors and not to nominate any other candidate for election
to the board of directors at any time within such three year period.
 
The securities described above were offered and sold pursuant to an exemption from the registration requirements of the Securities Act pursuant to
Section 4(2) thereof and Rule 506 of Regulation D promulgated thereunder since, among other things, the transactions did not involve a public offering and
the securities were acquired for investment purposes only and not with a view to or for sale in connection with any distribution thereof.
 
Registration Rights Agreement
 
In connection with the Note Purchase Agreement and issuance of the Notes, the Company also entered into a Registration Rights Agreement (the
“Registration Rights Agreement”) with the Noteholders pursuant to which the Company agreed to provide the Noteholders certain registration rights to have
the Conversion Shares registered with the Securities and Exchange Commission for public resale until such time all securities are registered or may be sold
pursuant to Rule 144 under the Securities Act within a three (3) month period.   The Company agreed to file registration statements upon request by holders
of a majority of the Conversion Shares.  The Noteholders may make a request for long form registrations and short form registrations up to two and four
times, respectively, and registration of other securities (other than the Company’s securities) will not be included without prior written consent from at least a
majority of the registrable securities included in a registration.  The Noteholders also have piggyback registration rights.
 
The description of the terms and conditions of the Note Purchase Agreement, the Notes, and the Registration Rights Agreement set forth herein do not purport
to be complete and are qualified in their entirety by reference to the terms of the Note Purchase Agreement, the form of the Notes, and the Registration Rights
Agreement, as applicable, copies of which are filed as exhibits to this Current Report on Form 8-K.
 
Item 2.03                                           Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.
 
The information set forth under Item 1.01 of this Current Report is hereby incorporated by reference into this Item 2.03.
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Item 3.02              Unregistered Sales of Equity Securities.
 
The information set forth under Item 1.01 of this Current Report is hereby incorporated by reference into this Item 3.02.
 
Item 9.01              Financial Statements and Exhibits.
 
(d) Exhibits
 
In reviewing the agreements included or incorporated by reference as exhibits to this Current Report, please remember that they are included to provide you
with information regarding their terms and are not intended to provide any other factual disclosure about the Company or the other parties to the agreements.
The agreements may contain representations and warranties by each of the parties to the applicable agreement. These representations and warranties have
been made solely for the benefit of the parties to the applicable agreement and:
 

·                                          should not in all instances be treated as categorical statements of fact, but rather as a way of allocating the risk to one of the parties if those
statements prove to be inaccurate;

·                                          have been qualified by disclosures that were made to the other party in connection with the negotiation of the applicable agreement, which
disclosures are not necessarily reflected in the agreement;

·                                          may apply standards of materiality in a way that is different from what may be viewed as material to you or other investors; and
·                                          were made only as of the date of the applicable agreement or such other date or dates as may be specified in the agreement and are subject to

more recent developments.
 
Accordingly, these representations and warranties may not describe the actual state of affairs as of the date they were made or at any other time. Additional
information about us may be found elsewhere in this Current Report and in the Company’s other public filings, which are available without charge through
the SEC’s website at http://www.sec.gov.
 
Item
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10.1 Note Purchase Agreement dated as of April 29, 2013 by and among Impac Mortgage Holdings, Inc. and the Purchasers.
   
10.2

 

Form of Convertible Promissory Note Due 2018.
   
10.3

 

Registration Rights Agreement dated as of April 29, 2013 by and among Impac Mortgage Holdings, Inc. and the Purchasers.
   
99.1

 

Press Release dated April 30, 2013.
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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
hereunto duly authorized.
 
 
 

IMPAC MORTGAGE HOLDINGS, INC.
  
  
Date: April 30, 2013

 

  
 

By: /s/ Ronald M. Morrison
 

Name: Ronald M. Morrison
 

Title: Executive Vice President and General Counsel
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Exhibit 10.1
 

NOTE PURCHASE AGREEMENT
 

Dated as of April 29, 2013,
 

by and among
 

IMPAC MORTGAGE HOLDINGS, INC.
 

and
 

THE PURCHASERS PARTY HERETO
 

Relating to:
 

$20,000,000 Aggregate Principal Amount of
Convertible Promissory Notes Due 2018 of Impac Mortgage Holdings, Inc.

 

 
NOTE PURCHASE AGREEMENT

 
This NOTE PURCHASE AGREEMENT (this “Agreement”) is dated as of April 29, 2013, by and among IMPAC MORTGAGE

HOLDINGS, INC., a Maryland corporation (the “Company”), and the purchasers listed on Schedule A hereto (the “Purchasers”).
 

WITNESSETH:
 

WHEREAS, upon the terms and subject to the conditions set forth herein, the Company agrees to sell to the Purchasers, and the Purchasers, acting
severally and not jointly, agree to purchase from the Company, $20,000,000 in original aggregate principal amount of the Company’s Convertible Promissory
Notes Due 2018 in the form of Exhibit A hereto (collectively, the “Notes”, individually, a “Note”).
 

WHEREAS, the holders of the Conversion Shares are and will be entitled to the benefits of the Registration Rights Agreement in the form of
Exhibit B hereto (the “Registration Rights Agreement”).
 

WHEREAS, the Company has duly authorized the creation and issuance of the Notes and the execution and delivery of this Agreement and the other
Financing Documents.
 

WHEREAS, all things necessary to make this Agreement, the Notes (when issued and delivered hereunder), and each other Financing Document
valid and binding obligations of the Company in accordance with their respective terms have been done.
 

AGREEMENT:
 

NOW, THEREFORE, the parties hereto, in consideration of the premises and the covenants and agreements made herein, and of the mutual benefits
intended to be derived herefrom, intending to be legally bound hereby, hereby agree as follows:
 

ARTICLE I
 

DEFINITIONS
 

SECTION 1.1                                          Defined Terms.  As used in this Agreement, the following terms shall have the meanings specified below:
 

“Accredited Investor” shall mean any person that is an “accredited investor” within the meaning of Rule 501(a) under the Securities Act.
 

“Advisors” shall have the meaning assigned to such term in Section 11.3(a).
 

“Affiliate” shall mean, when used with respect to a specified person, another person that directly, or indirectly through one or more intermediaries,
Controls or is Controlled by or is under common Control with the person specified.  No Purchaser shall be considered an “Affiliate” of the Company or any
of its Subsidiaries for purposes of this Agreement.
 

“Agreement” shall have the meaning assigned to such term in the preamble hereto.
 

“Anti-Terrorism Laws” shall have the meaning assigned to such term in Section 3.22.
 

 
“Bankruptcy Law” means Title 11 of the United States Code or any similar federal, state or foreign bankruptcy, insolvency, reorganization or other

law for the relief of debtors.
 

“Board of Directors” shall mean, with respect to any person, (i) in the case of any corporation, the board of directors of such person, (ii) in the case
of any limited liability company, the board of managers of such person, (iii) in the case of any partnership, the Board of Directors of the general partner of
such person and (iv) in any other case, the functional equivalent of the foregoing.
 



“Business Day” shall mean any day other than a Saturday, Sunday or other day on which banks in California are authorized or required by law to
close.
 

“Capital Lease Obligations” of any person shall mean the obligations of such person to pay rent or other amounts under any lease of (or other
arrangement conveying the right to use) real or personal property, or a combination thereof, which obligations are required to be classified and accounted for
as capital leases on a balance sheet of such person under GAAP, and the amount of such obligations shall be the capitalized amount thereof determined in
accordance with GAAP.
 

“Cash Equivalents” shall mean, as to any person, (a) securities issued, or directly, unconditionally and fully guaranteed or insured, by the United
States or any agency or instrumentality thereof (provided that the full faith and credit of the United States is pledged in support thereof) having maturities of
not more than one year from the date of acquisition by such person; (b) time deposits and certificates of deposit of any commercial bank having, or which is
the principal banking subsidiary of a bank holding company organized under the laws of the United States, any state thereof or the District of Columbia
having, capital and surplus aggregating in excess of $500,000,000 and a rating of “A” (or such other similar equivalent rating) or higher by at least one
nationally recognized statistical rating organization (as defined in Rule 436(g)(2) under the Securities Act) with maturities of not more than one year from the
date of acquisition by such person; (c) repurchase obligations with a term of not more than 30 days for underlying securities of the types described in clause
(a) above entered into with any bank meeting the qualifications specified in clause (b) above, which repurchase obligations are secured by a valid perfected
security interest in the underlying securities; (d) commercial paper issued by any person incorporated in the United States rated at least A-1 or the equivalent
thereof by Standard & Poor’s Rating Service or at least P-1 or the equivalent thereof by Moody’s Investors Service Inc., and in each case maturing not more
than one year after the date of acquisition by such person; (e) investments in money market funds substantially all of whose assets are comprised of securities
of the types described in clauses (a) through (d) above; and (f) demand deposit accounts maintained in the ordinary course of business.
 

“Casualty Event” shall mean any involuntary loss of title, any involuntary loss of, damage to or any destruction of, or any condemnation or other
taking (including by any Governmental Authority) of, any property of the Company or any of its Subsidiaries.  “Casualty Event” shall include but not be
limited to any taking of all or any part of any Real Property of any person or any part thereof, in or by condemnation or other eminent domain proceedings
pursuant to any Requirement of Law, or by reason of the temporary requisition of the use or occupancy of all or any part of any Real Property of any person
or any part thereof by any Governmental Authority, civil or military, or any settlement in lieu thereof.
 

“CERCLA” shall mean the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. § 9601 et
seq. and all implementing regulations.
 

A “Change in Control” shall be deemed to have occurred if:
 

(a)                                 at any time, any “person” or “group” (as such terms are used in Sections 13(d) and 14(d) of the Exchange Act), other than one or more
Purchasers and their Related Parties and Immediate Family
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Members, is or becomes the beneficial owner (as defined in Rules 13d-3 and 13d-5 under the Exchange Act, except that for purposes of this clause such
person or group shall be deemed to have “beneficial ownership” of all securities that such person or group has the right to acquire, whether such right is
exercisable immediately or only after the passage of time), directly or indirectly, of Voting Stock of the Company representing more than 50% of the voting
power of the total outstanding Voting Stock of the Company, and at such time or any time thereafter the Purchasers and their Related Parties and Immediate
Family Members (collectively) shall fail to own, or to have the power to vote or direct the voting of, Voting Stock of the Company representing a greater
percentage of the voting power of the total outstanding Voting Stock of the Company; or

 
(b)                                 the existing members of the Board of Directors of the Company for any reason cease to constitute a majority of such Board of Directors.

 
For purposes of this definition, a person shall not be deemed to have beneficial ownership of Voting Stock subject to a stock purchase agreement,

merger agreement or similar agreement until the consummation of the transactions contemplated by such agreement, and a holder of Voting Stock shall not be
deemed a member of a “group” solely by virtue of being a party to a registration rights agreement.
 

“Closing Date” shall have the meaning assigned to such term in Section 2.3.
 

“Code” shall mean the Internal Revenue Code of 1986, as amended.
 

“Commission” shall mean the Securities and Exchange Commission, as from time to time constituted, created under the Exchange Act or, if at any
time after the execution of this Agreement such Commission is not existing and performing the duties now assigned to it under the Exchange Act, the body
performing such duties at such time.
 

“Common Stock” shall mean the Company’s Common Stock, par value $0.01 per share.
 

“Company” shall have the meaning assigned to such term in the preamble hereto.
 

“Contingent Obligation” shall mean, as to any person, any obligation, agreement, understanding or arrangement of such person guaranteeing or
intended to guarantee any Indebtedness, leases, dividends or other obligations (“primary obligations”) of any other person (the “primary obligor”) in any
manner, whether directly or indirectly, including any obligation of such person, whether or not contingent, (a) to purchase any such primary obligation or any
property constituting direct or indirect security therefor; (b) to advance or supply funds (i) for the purchase or payment of any such primary obligation or
(ii) to maintain working capital or equity capital of the primary obligor or otherwise to maintain the net worth or solvency of the primary obligor; (c) to
purchase property, securities or services primarily for the purpose of assuring the owner of any such primary obligation of the ability of the primary obligor to
make payment of such primary obligation; (d) with respect to bankers’ acceptances, letters of credit and similar credit arrangements, until a reimbursement
obligation arises (which reimbursement obligation shall constitute Indebtedness); or (e) otherwise to assure or hold harmless the holder of such primary
obligation against loss in respect thereof; provided, however, that the term “Contingent Obligation” shall not include endorsements of instruments for deposit
or collection in the ordinary course of business or any product warranties.  The amount of any Contingent Obligation shall be deemed to be an amount equal
to the stated or determinable amount of the primary obligation in respect of which such Contingent Obligation is made (or, if less, the maximum amount of



such primary obligation for which such person may be liable, whether singly or jointly, pursuant to the terms of the instrument evidencing such Contingent
Obligation) or, if not stated or determinable, the maximum reasonably anticipated liability in respect thereof (assuming such person is required to perform
thereunder) as determined by such person in good faith.
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“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of a person,

whether through the ownership of voting securities, by contract or otherwise, and the terms “Controlling” and “Controlled” shall have meanings correlative
thereto.
 

“Conversion Share” shall mean a share of the Common Stock issuable upon conversion of a Note pursuant to the provisions of Section 5 or
Section 6 thereof, and “Conversion Shares” shall mean all such shares collectively.
 

“Current Period Unaudited Financials” shall have the meaning assigned to such term in Section 3.4(a).
 

“Default” shall mean any event, occurrence or condition which is, or upon notice, lapse of time or both would constitute, an Event of Default.
 

“Disclosure Schedule” means, collectively, the Schedules attached to this Agreement by the Company modifying or qualifying the representations
and warranties made by the Company in Article 3 hereof.
 

“Dollars” or “$” shall mean lawful money of the United States.
 

“Environment” shall mean ambient air, indoor air, surface water and groundwater (including potable water, navigable water and wetlands), the land
surface or subsurface strata, natural resources, the workplace or as otherwise defined in any Environmental Law.
 

“Environmental Claim” shall mean any claim, notice, demand, order, action, suit, proceeding or other communication alleging liability for or
obligation with respect to any investigation, remediation, removal, cleanup, response, corrective action, damages to natural resources, personal injury,
property damage, fines, penalties or other costs resulting from, related to or arising out of (i) the presence, Release or threatened Release in or into the
Environment of Hazardous Material at any location or (ii) any violation or alleged violation of any Environmental Law, and shall include any claim seeking
damages, contribution, indemnification, cost recovery, compensation or injunctive relief resulting from, related to or arising out of the presence, Release or
threatened Release of Hazardous Material or alleged injury or threat of injury to health, safety or the Environment.
 

“Environmental Law” shall mean any and all present and future treaties, laws, statutes, ordinances, regulations, rules, decrees, orders, judgments,
consent orders, consent decrees, code or other binding requirements, and the common law, relating to protection of public health or the Environment, the
Release or threatened Release of Hazardous Material, natural resources or natural resource damages, or occupational safety or health, and any and all
Environmental Permits.
 

“Environmental Permit” shall mean any permit, license, approval, registration, notification, exemption, consent or other authorization required by
or from a Governmental Authority under Environmental Law.
 

“Equity Interest” shall mean, with respect to any person, any and all shares, interests, participations or other equivalents, including membership
interests (however designated, whether voting or nonvoting), of equity of such person, including, if such person is a partnership, partnership interests
(whether general or limited) and any other interest or participation that confers on a person the right to receive a share of the profits and losses of, or
distributions of property of, such partnership, whether outstanding on the Closing Date or issued after the Closing Date, but excluding debt securities
convertible or exchangeable into such equity.
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“ERISA” shall mean the Employee Retirement Income Security Act of 1974, as the same may be amended from time to time.

 
“ERISA Affiliate” shall mean, with respect to any person, any trade or business (whether or not incorporated) that, together with such person, is

treated as a single employer under Section 414 of the Code.
 

“ERISA Event” shall mean (a)  any “reportable event,” as defined in Section 4043 of ERISA or the regulations issued thereunder, with respect to a
Plan (other than an event for which the thirty (30) day notice period is waived by regulation); (b) the existence with respect to any Plan of an “accumulated
funding deficiency” (as defined in Section 412 of the Code or Section 302 of ERISA), whether or not waived; (c) the failure to make by its due date a
required installment under Section 412(m) of the Code with respect to any Plan or the failure to make any required contribution to a Multiemployer Plan;
(d) the filing pursuant to Section 412(d) of the Code or Section 303(d) of ERISA of an application for a waiver of the minimum funding standard with respect
to any Plan; (e) the incurrence by the Company or any of its Subsidiaries or any ERISA Affiliate thereof of any liability under Title IV of ERISA with respect
to the termination of any Plan; (f) the receipt by the Company or any of its Subsidiaries or any ERISA Affiliate thereof from the PBGC or a plan
administrator of any notice relating to the intention to terminate any Plan or Plans or to appoint a trustee to administer any Plan, or the occurrence of any
event or condition which could reasonably be expected to constitute grounds under ERISA for the termination of, or the appointment of a trustee to
administer, any Plan; (g) the incurrence by the Company or any of its Subsidiaries or any ERISA Affiliate thereof of any liability with respect to the
withdrawal from any Plan or Multiemployer Plan; (h) the receipt by the Company or any of its Subsidiaries or its ERISA Affiliates of any notice, concerning
the imposition of Withdrawal Liability or a determination that a Multiemployer Plan is, or is expected to be, insolvent or in reorganization, within the
meaning of Title IV of ERISA; (i) the “substantial cessation of operations” within the meaning of Section 4062(e) of ERISA with respect to a Plan; (j) the
making of any amendment to any Plan which could result in the imposition of a lien or the posting of a bond or other security; and (k) the occurrence of a
nonexempt prohibited transaction (within the meaning of Section 4975 of the Code or Section 406 of ERISA) which could reasonably be expected to result in
liability to the Company or any of its Subsidiaries.
 

“Event of Default” shall have the meaning assigned to such term in Section 8.1.
 



“Exchange Act” shall mean the Securities Exchange Act of 1934, as amended.
 

“Executive Order” shall have the meaning assigned to such term in Section 3.22.
 

“Financial Officer” of any person shall mean the chief financial officer, principal accounting officer, treasurer or controller of such person.
 

“Financing Documents” shall mean, collectively, this Agreement, the Notes, the Registration Rights Agreement, and all certificates, instruments,
financial and other statements and other documents made or delivered in connection herewith and therewith.
 

“GAAP” shall mean generally accepted accounting principles in the United States applied on a consistent basis.
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“Governmental Authority” shall mean the government of the United States or any other nation, or of any political subdivision thereof, whether

state, provincial or local, and any agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising executive, legislative,
judicial, taxing, regulatory or administrative powers or functions of or pertaining to government (including any supranational bodies such as the European
Union or the European Central Bank).

 
“Governmental Real Property Disclosure Requirements” shall mean any Requirement of Law of any Governmental Authority requiring

notification of the buyer, lessee, mortgagee, assignee or other transferee of any Real Property, facility, establishment or business, or notification, registration
or filing to or with any Governmental Authority, in connection with the sale, lease, mortgage, assignment or other transfer (including any transfer of control)
of any Real Property, facility, establishment or business, of the actual or threatened presence or Release in or into the Environment, or the use, disposal or
handling of Hazardous Material on, at, under or near the Real Property, facility, establishment or business to be sold, leased, mortgaged, assigned or
transferred.
 

“Hazardous Materials” shall mean the following:  hazardous substances; hazardous wastes; polychlorinated biphenyls (“PCBs”) or any substance
or compound containing PCBs; asbestos or any asbestos-containing materials in any form or condition; radon or any other radioactive materials including any
source, special nuclear or by-product material; petroleum, crude oil or any fraction thereof; and any other pollutant or contaminant or chemicals, wastes,
materials, compounds, constituents or substances, subject to regulation or which can give rise to liability under any Environmental Laws.
 

“Hedging Agreement” shall mean any swap, cap, collar, forward purchase or similar agreements or arrangements dealing with interest rates,
currency exchange rates or commodity prices, either generally or under specific contingencies.
 

“Hedging Obligations” shall mean obligations under or with respect to Hedging Agreements.
 

“Immediate Family Member”, with respect to a natural person, shall mean any child, stepchild, parent, stepparent, spouse, sibling, mother-in-law,
father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law of such person, and any other person (other than a tenant or employee) sharing the
household of such person.
 

“Indebtedness” of any person shall mean, without duplication, (a) all obligations of such person for borrowed money or advances; (b) all obligations
of such person evidenced by bonds, debentures, notes or similar instruments; (c) all obligations of such person upon which interest charges are customarily
paid or accrued; (d) all obligations of such person under conditional sale or other title retention agreements relating to property purchased by such person;
(e) all obligations of such person issued or assumed as the deferred purchase price of property or services (excluding trade accounts payable and accrued
obligations incurred in the ordinary course of business on normal trade terms); (f) all Indebtedness of others secured by any Lien on property owned or
acquired by such person, whether or not the obligations secured thereby have been assumed, but limited to the fair market value of such property; (g) all
Capital Lease Obligations, Purchase Money Obligations and synthetic lease obligations of such person; (h) all Hedging Obligations to the extent required to
be reflected on a balance sheet of such person; (i) all obligations of such person for the reimbursement of any obligor in respect of letters of credit, letters of
guaranty, bankers’ acceptances and similar credit transactions; and (j) all Contingent Obligations of such person in respect of Indebtedness or obligations of
others of the kinds referred to in clauses (a) through (i) above.  The Indebtedness of any person shall include the Indebtedness of any other entity (including
any partnership in which such person is a general partner) to the extent such person is liable therefor as a result of such person’s ownership interest in or other
relationship with such entity, except (other than in the case of general partner liability) to the extent that terms of such Indebtedness expressly provide that
such person is not liable therefor.
 

“Information” shall have the meaning assigned to such term in Section 11.11.
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“Intellectual Property” shall have the meaning assigned to such term in Section 3.6.

 
“Interest Payment Date” shall have the meaning assigned to such term in Exhibit A hereto.

 
“Issuer Indemnitee” shall have the meaning assigned to such term in Section 11.3(c).

 
“Leases” shall mean any and all leases, subleases, tenancies, options, concession agreements, rental agreements, occupancy agreements, franchise

agreements, access agreements and any other agreements (including all amendments, extensions, replacements, renewals, modifications and/or guarantees
thereof), whether or not of record and whether now in existence or hereafter entered into, affecting the use or occupancy of all or any portion of any Real
Property.
 

“Lien” shall mean, with respect to any property, (a) any mortgage, deed of trust, lien, pledge, encumbrance, claim, charge, assignment,
hypothecation, security interest or encumbrance of any kind or any arrangement to provide priority or preference or any filing of any financing statement
under the UCC or any other similar notice of lien under any similar notice or recording statute of any Governmental Authority, including any easement, right-
of-way or other encumbrance on title to Real Property, in each of the foregoing cases whether voluntary or imposed by law, and any agreement to give any of



the foregoing; (b) the interest of a vendor or a lessor under any conditional sale agreement, capital lease or title retention agreement (or any financing lease
having substantially the same economic effect as any of the foregoing) relating to such property; and (c) in the case of securities, any purchase option, call or
similar right of a third party with respect to such securities.
 

“Material Adverse Effect” shall mean (a) a material adverse effect on the business, property, results of operations, prospects or condition, financial
or otherwise, or material agreements of, (x) as such term is used in Article 6, the Company on a stand-alone basis, and (y) as such term is used elsewhere in
this Agreement, the Company and its Subsidiaries, taken as a whole; (b) material impairment of the ability of the Company to fully and timely perform any of
its obligations under any Financing Document; or (c) material impairment of the rights of or benefits or remedies available to the Purchasers or any
Noteholder under any Financing Document, taken as a whole.
 

“Material Indebtedness” shall mean any Indebtedness (other than the Notes) of the Company in an outstanding principal amount exceeding
$3,000,000.  For purposes of determining Material Indebtedness, the “principal amount” in respect of any Hedging Obligations of any person at any time shall
be the maximum aggregate amount (giving effect to any netting agreements) that such Person would be required to pay if the related Hedging Agreement
were terminated at such time.
 

“Maturity,” when used with respect to any Note, shall mean the date on which the principal of such Note or portion thereof becomes due and
payable as therein or herein provided, whether at the Stated Maturity Date or by declaration of acceleration, call for redemption or otherwise.
 

“Multiemployer Plan” shall mean a multiemployer plan within the meaning of Section 4001(a)(3) or Section 3(37) of ERISA (a) to which the
Company or any of its Subsidiaries or any ERISA Affiliate thereof is then making or accruing an obligation to make contributions; (b) to which the Company
or any of its Subsidiaries or any ERISA Affiliate thereof has within the preceding five plan years made contributions; or (c) with respect to which the
Company or any of its Subsidiaries could incur liability.
 

“Noteholder” shall mean a person in whose name a Note is registered on the Security Register.
 

“Note” and “Notes” shall have the meanings assigned to such terms in the recitals hereto.
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“Obligations” shall mean (a) obligations of the Company from time to time arising under or in respect of the due and punctual payment of (i) the

principal of and premium, if any, and interest (including interest accruing during the pendency of any bankruptcy, insolvency, receivership or other similar
proceeding, regardless of whether allowed or allowable in such proceeding) on the Notes, when and as due, whether at maturity, by acceleration, upon one or
more dates set for prepayment or otherwise, and (ii) all other monetary obligations, including fees, costs, expenses and indemnities, whether primary,
secondary, direct, contingent, fixed or otherwise (including monetary obligations incurred during the pendency of any bankruptcy, insolvency, receivership or
other similar proceeding, regardless of whether allowed or allowable in such proceeding), of the Company under this Agreement and the other Financing
Documents, and (b) the due and punctual performance of all covenants, agreements, obligations and liabilities of the Company under or pursuant to this
Agreement and the other Financing Documents.
 

“OFAC” shall have the meaning assigned to such term in Section 3.22.
 

“Organizational Documents” shall mean, with respect to any person, (i) in the case of any corporation, the certificate of incorporation, articles of
incorporation or charter and bylaws (or similar documents) of such person, (ii) in the case of any limited liability company, the certificate of formation and
operating agreement (or similar documents) of such person, (iii) in the case of any limited partnership, the certificate of formation and limited partnership
agreement (or similar documents) of such person, (iv) in the case of any general partnership, the partnership agreement (or similar document) of such person
and (v) in any other case, the functional equivalent of the foregoing.
 

“outstanding,” when used with respect to the Notes, shall mean, as of the date of determination, all Notes theretofore executed and delivered under
this Agreement, except:
 

(a)                                 Notes theretofore cancelled by the Company or delivered to the Company for cancellation;
 

(b)                                 Notes for whose payment money in the necessary amount has been theretofore set aside by the Company with a third party in trust for the
Noteholders; and
 

(c)                                  Notes which have been paid pursuant to Section 9.11 or in exchange for or in lieu of which other Notes have been executed and delivered
pursuant to this Agreement, other than any such Notes in respect of which there shall have been presented to the Company proof satisfactory to it that such
Notes are held by a bona fide purchaser in whose hands such Notes are valid obligations of the Company;
 
provided, however, that in determining whether the Noteholders of the requisite principal amount of the outstanding Notes have given any request, demand,
authorization, direction, notice, consent or waiver hereunder, Notes owned by the Company or any other obligor upon the Notes or any Affiliate of the
Company or of such other obligor shall be disregarded and deemed not to be outstanding.  Notes so owned which have been pledged in good faith may be
regarded as outstanding if the pledgee establishes to the reasonable satisfaction of the Required Holders the pledgee’s right so to act with respect to such
Notes and that the pledgee is not the Company or any other obligor upon the Notes or any Affiliate of the Company or of such other obligor.
 

“PBGC” shall mean the Pension Benefit Guaranty Corporation referred to and defined in ERISA.
 

“Permitted Liens” shall have the meaning assigned to such term in Section 7.2.
 

“Person” shall mean any natural person, corporation, limited liability company, trust, joint venture, association, company, partnership, Governmental
Authority or other entity.
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“Plan” shall mean any employee pension benefit plan (other than a Multiemployer Plan) subject to the provisions of Title IV of ERISA or

Section 412 of the Code or Section 302 of ERISA which is maintained or contributed to by the Company or any of its Subsidiaries or any ERISA Affiliate
thereof or with respect to which the Company or any of its Subsidiaries could incur liability (including under Section 4069 of ERISA).
 

“Predecessor Note” of any particular Note shall mean every previous Note evidencing all or a portion of the same debt as that evidenced by such
particular Note.
 

“preferred stock” shall mean, with respect to any person, any and all preferred or preference Equity Interests (however designated) of such person
whether now outstanding or issued after the Closing Date.
 

“property” shall mean any right, title or interest in or to property or assets of any kind whatsoever, whether real, personal or mixed and whether
tangible or intangible and including Equity Interests or other ownership interests of any person and whether now in existence or owned or hereafter entered
into or acquired, including all Real Property.
 

“Purchase Money Obligation” shall mean, for any person, the obligations of such person in respect of Indebtedness (including Capital Lease
Obligations) incurred for the purpose of financing all or any part of the purchase price of any property (including Equity Interests of any person) or the cost of
installation, construction or improvement of any property and any refinancing thereof; provided, however, that (i) such Indebtedness is incurred within one
year after such acquisition, installation, construction or improvement of such property by such person and (ii) the amount of such Indebtedness does not
exceed 100% of the cost of such acquisition, installation, construction or improvement, as the case may be.
 

“Purchase Price” shall have the meaning assigned to such term in Section 2.2.
 

“Purchaser Indemnitee” shall have the meaning assigned to such term in Section 11.3(b).
 

“Purchasers” shall have the meaning assigned to such term in the preamble hereto.
 

“Real Property” shall mean, collectively, all right, title and interest (including any leasehold, mineral or other estate) in and to any and all parcels of
or interests in real property owned, leased or operated by any person, whether by lease, license or other means, together with, in each case, all easements,
hereditaments and appurtenances relating thereto, all improvements and appurtenant fixtures and equipment, all general intangibles and contract rights and
other property and rights incidental to the ownership, lease or operation thereof.
 

“Registration Rights Agreement” shall have the meaning assigned to such term in the recitals hereto.
 

“Regular Record Date” has the meaning set forth in Section 9.5.
 

“Related Parties” shall mean, with respect to any person, such person’s Affiliates and the partners, directors, officers, employees, agents and
advisors of such person and of such person’s Affiliates.
 

“Release” shall mean any spilling, leaking, seepage, pumping, pouring, emitting, emptying, discharging, injecting, escaping, leaching, dumping,
disposing, depositing, dispersing, emanating or migrating of any Hazardous Material in, into, onto or through the Environment.
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“Required Holders” shall mean, as of any date of determination, Noteholders holding 66 / % of the aggregate unpaid principal balance of all

outstanding Notes.
 

“Requirements of Law” shall mean, collectively, any and all requirements of any Governmental Authority including any and all laws, judgments,
orders, decrees, ordinances, rules, regulations, statutes or case law.
 

“Response” shall mean (a) “response” as such term is defined in CERCLA, 42 U.S.C. § 9601(24), and (b) all other actions required by any
Governmental Authority or voluntarily undertaken to (i) clean up, remove, treat, abate, monitor or in any other way address any Hazardous Material in the
Environment; (ii) prevent the Release or threat of Release, or minimize the further Release, of any Hazardous Material; or (iii) perform studies and
investigations in connection with, or as a precondition to, or to determine the necessity of the activities described in, clause (i) or (ii) above.
 

“Responsible Officer” of any person shall mean any executive officer or Financial Officer of such person and any other officer or similar official
thereof with responsibility for the administration of the obligations of such person in respect of this Agreement.
 

“sale” shall have the meaning assigned to such term in Section 9.7.
 

“SEC Reports” means the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012, filed with the Commission on
March 12, 2013, the Company’s Definitive Proxy Statement on Schedule 14A, filed with the Commission on April 30, 2012, for its 2012 Annual Meeting of
Stockholders, and any Current Reports on Form 8-K filed by the Company with the Commission since December 31, 2012, together in each case with any
documents incorporated by reference therein.
 

“Securities Act” shall mean the Securities Act of 1933, as amended.
 

“Security Register” shall have the meaning assigned to such term in Section 9.6.
 

“Senior Indebtedness” shall have the meaning assigned to such term in Section 7.1
 

“Stated Maturity Date” shall have the meaning assigned to such term in Exhibit A hereto.
 

2 3



“Subsidiary” shall mean, with respect to any person (the “parent”) at any date, (i) any person the accounts of which would be consolidated with
those of the parent in the parent’s consolidated financial statements if such financial statements were prepared in accordance with GAAP as of such date,
(ii) any other corporation, limited liability company, association or other business entity of which securities or other ownership interests representing more
than 50% of the voting power of all Equity Interests entitled (without regard to the occurrence of any contingency) to vote in the election of the Board of
Directors thereof are, as of such date, owned, controlled or held by the parent and/or one or more Subsidiaries of the parent, (iii) any partnership (a) the sole
general partner or the managing general partner of which is the parent and/or one or more Subsidiaries of the parent or (b) the only general partners of which
are the parent and/or one or more Subsidiaries of the parent and (iv) any other person that is otherwise Controlled by the parent and/or one or more
Subsidiaries of the parent.  Unless the context requires otherwise, “Subsidiary” refers to a Subsidiary of the Company.
 

“Tax Returns” shall mean all returns, statements, filings, attachments and other documents or certifications required to be filed in respect of Taxes.
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“Taxes” shall mean all present or future taxes, levies, imposts, duties, deductions, withholdings, assessments, fees or other charges imposed by any

Governmental Authority, including any interest, additions to tax or penalties applicable thereto.
 

“Transactions” shall mean, collectively, the transactions to occur pursuant to the Financing Documents executed and delivered on the Closing Date,
including (a) the execution, delivery and performance of such Financing Documents and the issuance of the Notes in connection therewith; and (b) the
payment of all fees and expenses to be paid on or prior to the Closing Date and owing in connection with the foregoing.
 

“UCC” shall mean the Uniform Commercial Code as in effect from time to time (except as otherwise specified) in any applicable state or
jurisdiction.
 

“United States” shall mean the United States of America.
 

“USA PATRIOT Act” shall have the meaning assigned to such term in Section 3.22.
 

“Voting Stock” shall mean, with respect to any person, any class or classes of Equity Interests pursuant to which the holders thereof have the general
voting power under ordinary circumstances to elect at least a majority of the Board of Directors of such person.
 

“Wholly Owned Subsidiary” shall mean, as to any person, (a) any corporation 100% of whose capital stock (other than directors’ qualifying shares)
is at the time owned by such person and/or one or more Wholly Owned Subsidiaries of such person and (b) any partnership, association, joint venture, limited
liability company or other entity in which such person and/or one or more Wholly Owned Subsidiaries of such person have a 100% equity interest at such
time.
 

“Withdrawal Liability” shall mean liability to a Multiemployer Plan as a result of a complete or partial withdrawal from such Multiemployer Plan,
as such terms are defined in Part I of Subtitle E of Title IV of ERISA.
 

SECTION 1.2                                          Terms Generally.  The definitions of terms herein shall apply equally to the singular and plural forms of the terms defined. 
Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms.  The words “include,” “includes” and
“including” shall be deemed to be followed by the phrase “without limitation.”  The word “will” shall be construed to have the same meaning and effect as
the word “shall.”  Unless the context requires otherwise (a) any definition of or reference to any Financing Document, agreement, instrument or other
document herein shall be construed as referring to such agreement, instrument or other document as from time to time amended, supplemented or otherwise
modified (subject to any restrictions on such amendments, supplements or modifications set forth herein), (b) any reference herein to any person shall be
construed to include such person’s successors and assigns, (c) the words “herein,” “hereof” and “hereunder,” and words of similar import, shall be construed
to refer to this Agreement in its entirety and not to any particular provision hereof, (d) all references herein to Articles, Sections, Exhibits and Schedules shall
be construed to refer to Articles and Sections of, and Exhibits and Schedules to, this Agreement, (e) any reference to any law or regulation herein shall refer
to such law or regulation as amended, modified or supplemented from time to time, and (f) the words “asset” and “property” shall be construed to have the
same meaning and effect and to refer to any and all tangible and intangible assets and properties, including cash, securities, accounts and contract rights.
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SECTION 1.3                                          Accounting Terms; GAAP.  Except as otherwise expressly provided herein, all financial statements to be delivered pursuant

to this Agreement shall be prepared in accordance with GAAP as in effect from time to time and all terms of an accounting or financial nature shall be
construed and interpreted in accordance with GAAP, as in effect on the date hereof unless otherwise agreed to by the Company and the Required Holders.

 
SECTION 1.4                                          Resolution of Drafting Ambiguities.  The Company acknowledges and agrees that it was represented by counsel in

connection with the execution and delivery of the Financing Documents, that it and its counsel reviewed and participated in the preparation and negotiation
hereof and thereof and that any rule of construction to the effect that ambiguities are to be resolved against the drafting party shall not be employed in the
interpretation hereof or thereof.
 

ARTICLE 2
 

AUTHORIZATION, ISSUANCE AND SALE OF SECURITIES
 

SECTION 2.1                                          Authorization of Issue.  As of the Closing Date, the Company has authorized the issue and sale of $20,000,000 in aggregate
principal amount of the Notes, each Note to be in the form of Exhibit A hereto.
 

SECTION 2.2                                          Purchase and Sale.  On the basis of the representations and warranties contained herein and subject to the terms and
conditions set forth herein, the Company agrees to sell to each Purchaser, and each Purchaser, acting severally and not jointly, agrees to purchase from the
Company, the aggregate principal amount of Notes as set forth in Schedule A hereto opposite the name of such Purchaser at 100% of the principal amount
thereof (the “Purchase Price”).



 
SECTION 2.3                                          Closing.  The purchase and sale of, payment for and delivery of the Notes pursuant to this Agreement shall occur at the

offices of The Busch Firm, 2532 DuPont Drive, Irvine, California 92612, at 9:00 a.m., California time, on [                ], 2013, or such other time as shall be
agreed upon by the Purchasers and the Company (such date of payment and delivery being herein called the “Closing Date”).  On the Closing Date, the
Company will deliver to each Purchaser the Notes to be purchased by such Purchaser on the Closing Date against payment by such Purchaser to the Company
by wire transfer in immediately available funds of the applicable portion of the Purchase Price to be paid by such Purchaser therefor to such bank account or
accounts as the Company may request in writing at least two Business Days prior to the Closing Date.
 

ARTICLE 3
 

REPRESENTATIONS AND WARRANTIES OF COMPANY
 

The Company hereby represents and warrants to each Purchaser as of the date hereof and as of the Closing Date that, except as qualified or
otherwise disclosed in the Disclosure Schedule hereto:
 

SECTION 3.1                                          Organization; Powers.  The Company (a) is duly incorporated and validly existing under the laws of Maryland, (b) has all
requisite power and authority to carry on its business as now conducted and to own and lease its property and (c) is qualified and in good standing (to the
extent such concept is applicable in the applicable jurisdiction) to do business in every jurisdiction where such qualification is required, except in such
jurisdictions where the failure to so qualify or be in good standing, individually or in the aggregate, could not reasonably be expected to result in a Material
Adverse Effect.  Except as described in Schedule 3.1 hereto, there is no existing default under any Organizational Document of the Company or any event
which, with the giving of notice or passage of time or both, would constitute a default by any party thereunder.
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SECTION 3.2                                          Authorization; Enforceability; Valid Issuance.  The Transactions to be entered into by the Company are within the

Company’s powers and have been duly authorized by all necessary action on the part of the Company.  This Agreement has been duly executed and delivered
by the Company and constitutes, and each other Financing Document, when executed and delivered by the Company, will constitute, a legal, valid and
binding obligation of the Company, enforceable in accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or
other laws affecting creditors’ rights generally and subject to general principles of equity, regardless of whether considered in a proceeding in equity or at
law.  Upon issuance in accordance with and pursuant to the terms of this Agreement, all of the Notes will be validly issued, fully paid and non-assessable.
 

SECTION 3.3                                          No Conflicts.  The consummation of the Transactions by the Company (a) does not require any consent or approval of,
registration or filing with (other than the filing of one or more registration statements with the Commission in accordance with the requirements of the
Registration Rights Agreement, the filing of a Form D with the Commission , the filing with the Commission of a Form 8-K relating to the entry into this
Agreement, and any other filings as may be required by any state securities agency), or any other action by, any Governmental Authority, except (i) such as
have been obtained or made and are in full force and effect, and (ii) consents, approvals, registrations, filings, permits or actions the failure to obtain or
perform which could not reasonably be expected to result in a Material Adverse Effect, (b) will not violate the Organizational Documents of the Company,
(c) will not violate any material Requirement of Law, (d) will not violate or result in a default or require any consent or approval under any indenture,
agreement or other instrument binding upon the Company or its property, or give rise to a right thereunder to require any payment to be made by the
Company, except for violations, defaults or the creation of such rights that could not reasonably be expected to result in a Material Adverse Effect, and
(e) will not result in the creation or imposition of any Lien on any property of the Company, except Permitted Liens.  The issuance of the Notes and the
Conversion Shares and the reservation for issuance of the Conversion Shares will not result in the violation of any material rule, regulation or requirement of
the NYSE MKT, and, assuming the accuracy of the representations of the Purchasers set forth in Sections 4.14 and 4.15, are not subject to the shareholder
approval requirements set forth in Section 713 of the NYSE MKT LLC Company Guide.
 

SECTION 3.4                                          Financial Statements.
 

(a)                                 Financial Statements.  The Company has heretofore delivered to the Purchasers or their representatives the consolidated balance sheets and
related statements of income, stockholders’ equity and cash flows of the Company (i) as of and for the fiscal years ended December 31, 2010, 2011 and 2012,
audited by and accompanied by the unqualified opinion of Squar, Milner, Peterson, Miranda & Williamson, LLP, independent public accountants, and (ii) in
the form attached hereto as Schedule 3.4(a), as of and for the three (3) month period ended March 31, 2013 and for the comparable period of the preceding
fiscal year (the “Current Period Unaudited Financials”).  Such financial statements and all financial statements delivered pursuant to Section 6.1(a) and
(b) have been or will be, as applicable, prepared in accordance with GAAP and present fairly and accurately the consolidated financial condition and
consolidated results of operations and cash flows of the Company as of the dates and for the periods to which they relate, subject, in the case of such interim
statements, to the absence of footnotes, normal year-end adjustments and presentation in condensed format omitting certain line items required by GAAP.
 

(b)                                 No Liabilities.  Except as set forth in the financial statements referred to in Section 3.4(a), there are no material liabilities of the Company
or any of its Subsidiaries of any kind, whether accrued, contingent, absolute, determined, determinable or otherwise, as of the respective dates thereof, which
would be required to be disclosed under GAAP and are not so disclosed.
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(c)                                  Off-Balance Sheet Arrangements.  There is no transaction, arrangement or other relationship between the Company or its Subsidiaries and

an unconsolidated or off-balance sheet entity that is required to be disclosed by the Company in its Exchange Act filings and is not so disclosed or that
otherwise could be reasonably likely to have a Material Adverse Effect.
 

SECTION 3.5                                          Properties.
 

(a)                                 Generally.  The Company and its Subsidiaries have good title to, or valid leasehold interests in, all the property material to their business,
free and clear of all Liens except for Permitted Liens and minor irregularities or deficiencies in title that, individually or in the aggregate, do not interfere with
their ability to conduct their business as currently conducted or to utilize such property for its intended purpose.  The property of the Company and its



Subsidiaries, taken as a whole, (i) is in good operating order, condition and repair (ordinary wear and tear excepted) and (ii) is sufficient for the business and
operations of the Company and its Subsidiaries as presently conducted.
 

(b)                                 Real Property.  The Company and its Subsidiaries own no fee interest in Real Property.
 

(c)                                  No Casualty Event.  Neither the Company nor any Subsidiary has received any notice of, nor has any knowledge of, the occurrence or
pendency or contemplation of any Casualty Event affecting all or any portion of its property that could reasonably be expected to result in a Material Adverse
Effect.
 

(d)                                 Right to Use Property.  The Company and its Subsidiaries own or have rights to use all of the property used in, necessary for or material to
its business as currently conducted.  The use by the Company and its Subsidiaries of such property and all such rights with respect to the foregoing do not
infringe on the rights of any person other than such infringement which could not, individually or in the aggregate, reasonably be expected to result in a
Material Adverse Effect.  No claim has been made and remains outstanding that any use by the Company and its Subsidiaries of any property does or may
violate the rights of any third party that could, individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect.
 

SECTION 3.6                                          Intellectual Property.  The Company and its Subsidiaries own, or are licensed to use, all patents, patent applications,
trademarks, trade names, service marks, copyrights, technology, trade secrets, proprietary information, domain names, know-how and processes necessary for
the conduct of their business as currently conducted (the “Intellectual Property”), except for those the failure to own or license which, individually or in the
aggregate, could not reasonably be expected to result in a Material Adverse Effect.  No claim has been asserted and is pending by any person challenging or
questioning the use of any such Intellectual Property or the validity or effectiveness of any such Intellectual Property, nor does the Company know of any
valid basis for any such claim, except for such claims that, individually or in the aggregate, could not reasonably be expected to result in a Material Adverse
Effect.  The use of such Intellectual Property by the Company and its Subsidiaries does not infringe the rights of any person, except for such claims and
infringements that, individually or in the aggregate, could not reasonably be expected to result in a Material Adverse Effect.
 

SECTION 3.7                                          Capitalization; Subsidiaries.
 

(a)                                 Capitalization.  After giving effect to the Transactions, the authorized Equity Interests of the Company consist solely of 200,000,000 shares
of Common Stock, of which 8,662,074 shares will be issued and outstanding, and 10,000,000 shares of its preferred stock, of which 2,070,678 shares will be
issued and outstanding.  The material powers, preferences, privileges, rights, qualifications and limitations of the Company’s outstanding preferred stock,
including its trust preferred stock, are as described in the SEC Reports.  No shares of any class of Equity Interests of the Company are held by the Company
in its
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treasury or by its Subsidiaries.  The SEC Reports, as updated by Schedule 3.7(a) hereto, set forth all Equity Interests of the Company as of the Closing Date
and, other than as reflected on such schedule, the Company has not since December 31, 2012 (i) issued any shares of any class of its Equity Interests or
(ii) split, combined or reclassified any of its shares of any class of its Equity Interests.  All the issued and outstanding Equity Interests (including all shares of
Common Stock to be issued upon conversion of the Notes) of the Company and its Subsidiaries have been duly authorized and are (or in the case of Common
Stock issued upon conversion of the Notes, will be) validly issued, fully paid and non-assessable and are (or in the case of Common Stock issued upon
conversion of the Notes, will be) free of preemptive rights.  The Company has duly reserved for issuance a sufficient number of shares of Common Stock for
issuance upon conversion of the Notes at the initial Conversion Rate (as defined in Exhibit A hereto).  Except as set forth in the SEC Reports, as updated by
Schedule 3.7(a) hereto, there are no securities of the Company or any of its Subsidiaries that are convertible into or exchangeable for Equity Interests of the
Company or any of its Subsidiaries, and no options, warrants, calls, subscriptions, convertible securities, or other like rights, agreements or commitments
which obligate the Company or any of its Subsidiaries.  There are no outstanding obligations of the Company or any of its Subsidiaries to repurchase, redeem
or otherwise acquire any Equity Interests of the Company or any of its Subsidiaries and, except as set forth in the SEC Reports, as updated by Schedule
3.7(a) hereto, neither the Company nor any of its Subsidiaries has any awards or options outstanding under any stock option plans or agreements or any other
outstanding stock-related awards.  Except as set forth in the SEC Reports, as updated by Schedule 3.7(a) hereto, as of the Closing Date, neither the Company
nor any of its Subsidiaries has any obligation to issue, transfer or sell any Equity Interests of the Company or its Subsidiaries, other than pursuant to the
exercise of options issued by the Company prior to the Closing Date or the requirements of the Financing Documents.  There will be no voting trusts or other
agreements or understandings to which the Company or any of its Subsidiaries will be party with respect to the holding, voting or disposing of Equity
Interests of the Company or any of its Subsidiaries.  After the Closing Date, neither the Company nor any of its Subsidiaries will have any outstanding bonds,
debentures, notes or similar obligations or securities that entitle the holders thereof to vote with the stockholders of the Company or any of its Subsidiaries on
any matter or (other than the Notes) which are convertible into or exercisable for securities having such a right to vote.

 
(b)                                 Nature of Subsidiaries of the Company.  Except as set forth on Schedule 3.7(b) hereto, the Company has no Subsidiaries other than

Integrated Real Estate Service Corporation, IMH Assets Corp., Impac Warehouse Lending Group, Inc., and Impac Funding Corporation, each of which is a
Wholly Owned Subsidiary of the Company.
 

SECTION 3.8                                          Litigation; Compliance with Laws.  Except as set forth in the SEC Reports, as updated by Schedule 3.8 hereto, there are no
actions, suits or proceedings at law or in equity by or before any Governmental Authority now pending or, to the knowledge of the Company, threatened
against or affecting the Company or any of its Subsidiaries or any business, property or rights of the Company or any of its Subsidiaries (i) that involve any
Financing Document or any of the Transactions or (ii) as to which there is a reasonable possibility of an adverse determination and that, if adversely
determined, could reasonably be expected, individually or in the aggregate, to result in a Material Adverse Effect.  Neither the Company nor any Subsidiary
or any of its property has violated or is in violation of, nor will the continued operation of its property as currently conducted violate, any material
Requirements of Law (including any zoning or building ordinance, code or approval or any building permits) or is in default with respect to any material
Requirement of Law, where such violation or default, individually or in the aggregate, could reasonably be expected to result in a Material Adverse Effect.
 

SECTION 3.9                                          Agreements.  Except as would not have a Material Adverse Effect, each contract or agreement to which the Company or any
Subsidiary thereof is a party that is material to the business of the Company and its Subsidiaries taken as a whole is enforceable in accordance with its terms
by the Company or such Subsidiary, except as such enforceability may be limited by (i) applicable
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bankruptcy and other similar laws affecting the rights of creditors generally, and (ii) rules of law governing specific performance, injunctive relief, and other
equitable remedies.  Except as set forth in the SEC Reports, as updated by Schedule 3.9 hereto, neither the Company nor any Subsidiary is in default in any
manner under any provision of any indenture or other agreement or instrument evidencing Indebtedness, or any other agreement or instrument to which it is a
party or by which it or any of its property is or may be bound, where such default could reasonably be expected to result in a Material Adverse Effect, and no
condition exists which, with the giving of notice or the lapse of time or both, would constitute such a default.

 
SECTION 3.10                                   Absence of Changes.  Except as set forth in the SEC Reports, as updated by Schedule 3.10 hereto, since December 31, 2012,

the Company and its Subsidiaries have conducted their respective businesses in all material respects in the ordinary course consistent with past practices, and
there has been no event, change, circumstance or occurrence that, individually or in the aggregate, has had or could reasonably be expected to result in a
Material Adverse Effect.
 

SECTION 3.11                                   Investment Company Act.  Neither the Company nor any Subsidiary is an “investment company” or a company “controlled”
by an “investment company,” as defined in, or subject to regulation under, the Investment Company Act of 1940, as amended.
 

SECTION 3.12                                   Use of Proceeds.  The Company will use the proceeds from the sale of the Notes exclusively in connection with the general
corporate purposes of the Company and in conformity with all applicable Requirements of Law.
 

SECTION 3.13                                   Taxes.  Each of the Company and its Subsidiaries has (a) timely filed or caused to be timely filed all federal Tax Returns and
all material state, local and foreign Tax Returns or materials required to have been filed by it and all such Tax Returns are true and correct in all material
respects and (b) duly and timely paid, collected or remitted or caused to be duly and timely paid, collected or remitted all Taxes due and payable, collectible
or remittable by it as reflected on such Tax Returns and all assessments received by it, except Taxes (i) that are being contested in good faith by appropriate
proceedings and for which the Company or such Subsidiary has set aside on its books adequate reserves in accordance with GAAP and (ii) which could not,
individually or in the aggregate, be reasonably expected to have a Material Adverse Effect.  The Company believes that it and its Subsidiaries have each made
adequate provision in accordance with GAAP for all Taxes not yet due and payable.  Neither the Company nor any of its Subsidiaries is aware of any
proposed or pending tax assessments, deficiencies or audits against it.  Neither the Company nor any of its Subsidiaries has ever been a party to any
understanding or arrangement constituting a “tax shelter” within the meaning of Section 6111(c), Section 6111(d) or Section 6662(d)(2)(C)(iii) of the Code, or
has ever “participated” in a “reportable transaction” within the meaning of Treasury Regulation Section 1.6011-4.  No waivers of statutes of limitation have
been given by or requested with respect to any Taxes of the Company or any of its Subsidiaries for any open tax year.  Neither the Company nor any of its
Subsidiaries has ever been a member of an affiliated, combined, consolidated or unitary Tax group for purposes of filing any Tax Return containing any
member other than the Company and its Subsidiaries.  No closing agreements, private letter rulings, technical advance memoranda or similar agreements or
rulings have been entered into or, to the knowledge of the Company, issued by any taxing authority with respect to the Company or any of its Subsidiaries,
except for those that were determined favorably to the taxpayer, or resulted in adverse consequences immaterial to the taxpayer.  Neither the Company nor
any of its Subsidiaries or any predecessors to any of such entities has made any consent under Section 341 of the Code with respect to the Company or any
such Subsidiary.
 

SECTION 3.14                                   Disclosure.  Neither the Company nor any other Person acting on its behalf has provided to any of the Purchasers or their
agents or counsel any information that constitutes or could reasonably be expected to constitute material nonpublic information concerning the Company or
any of its Subsidiaries, other than the existence of the transactions contemplated by this Agreement and the other Financing Documents, and the Current
Period Unaudited Financials as required by Section 3.4(a).
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SECTION 3.15                                   Labor Matters.  As of the Closing Date, there are no strikes, lock-outs or slowdowns against the Company or any of its

Subsidiaries pending or, to the knowledge of the Company, threatened.  The hours worked by and payments made to employees of the Company or any of its
Subsidiaries have not been in violation of the Fair Labor Standards Act of 1938, as amended, or any other applicable federal, state, local or foreign law
dealing with such matters in any manner which could reasonably be expected to result in a Material Adverse Effect.  All payments due from the Company or
any of its Subsidiaries, or for which any claim may be made against the Company or any of its Subsidiaries, on account of wages and employee health and
welfare insurance and other benefits, have been paid or accrued as a liability on the books of the Company or such Subsidiary, as appropriate, except where
the failure to do so could not reasonably be expected to result in a Material Adverse Effect.  The consummation of the Transactions will not give rise to any
right of termination or right of renegotiation on the part of any union under any collective bargaining agreement to which the Company or any of its
Subsidiaries is bound.
 

SECTION 3.16                                   Employee Benefit Plans.  The Company and each of its Subsidiaries and their ERISA Affiliates are in compliance in all
material respects with the applicable provisions of ERISA and the Code (relating to employee benefit plans) and the regulations and published interpretations
thereunder.  No ERISA Event has occurred or is reasonably expected to occur that, when taken together with all other such ERISA Events, could reasonably
be expected to result in material liability of the Company or any of its Subsidiaries or any of their ERISA Affiliates or the imposition of a Lien on any of the
property of the Company or any of its Subsidiaries.  The present value of all accumulated benefit obligations of all underfunded Plans (based on the
assumptions used for purposes of Statement of Financial Accounting Standards No. 87) did not, as of the date of the most recent financial statements
reflecting such amounts, exceed the fair market value of the property of all such underfunded Plans by an amount which could reasonably be expected to
result in a Material Adverse Effect.  Using actuarial assumptions and computation methods consistent with subpart I of subtitle E of Title IV of ERISA, the
aggregate liabilities of the Company and each of its Subsidiaries and their ERISA Affiliates to all Multiemployer Plans in the event of a complete withdrawal
therefrom, as of the close of the most recent fiscal year of each such Multiemployer Plan, could not reasonably be expected to result in a Material Adverse
Effect.
 

SECTION 3.17                                   Environmental Matters.
 

(a)                                 Except as, individually or in the aggregate, could not reasonably be expected to result in a Material Adverse Effect:
 

(i)                                     the Company and each of its Subsidiaries and their businesses, operations and Real Property are in material compliance with, and
the Company and each of its Subsidiaries have no liability under, any applicable Environmental Law; and under the currently effective
business plan of the Company and each of its Subsidiaries, no expenditures or operational adjustments will be required in order to comply
with applicable Environmental Laws during the next five years;
 



(ii)                                  the Company and each of its Subsidiaries have obtained all material Environmental Permits required for the conduct of their
businesses and operations, and the ownership, operation and use of their property, under Environmental Law, all such Environmental
Permits are valid and in good standing and, under the currently effective business plan of the Company and each of its Subsidiaries, no
expenditures or operational adjustments will be required in order to renew or modify such Environmental Permits during the next five
years;
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(iii)                               There has been no Release or threatened Release of Hazardous Material on, at, under or from any Real Property or facility
presently or formerly owned, leased or operated by the Company or any of its Subsidiaries or, to the Company’s knowledge, their
predecessors in interest that could reasonably be expected to result in liability to the Company or any of its Subsidiaries under any
applicable Environmental Law;
 
(iv)                              There is no Environmental Claim pending or, to the knowledge of the Company, threatened against the Company or any of its
Subsidiaries, or relating to the Real Property currently or formerly owned, leased or operated by the Company or any of its Subsidiaries or
their predecessors in interest or relating to the operations of the Company or any of its Subsidiaries, and there are no actions, activities,
circumstances, conditions, events or incidents that could reasonably form the basis of such an Environmental Claim; and
 
(v)                                 No person with an indemnity or contribution obligation to the Company or any of its Subsidiaries relating to compliance with or
liability under Environmental Law is in default with respect to such obligation.
 

(b)
 

(i)                                     Neither the Company nor any of its Subsidiaries is obligated to perform any action or otherwise incur any expense under
Environmental Law pursuant to any order, decree, judgment or agreement by which it is bound or has assumed by contract, agreement or
operation of law, and neither the Company nor any of its Subsidiaries is conducting or financing any Response pursuant to any
Environmental Law with respect to any Real Property or any other location;
 
(ii)                                  No Real Property or facility owned, operated or leased by the Company or any of its Subsidiaries and, to the knowledge of the
Company, no Real Property or facility formerly owned, operated or leased by the Company or any of its Subsidiaries or any of their
predecessors in interest is (A) listed or proposed for listing on the National Priorities List promulgated pursuant to CERCLA or (B) listed on
the Comprehensive Environmental Response, Compensation and Liability Information System promulgated pursuant to CERCLA or
(C) included on any similar list maintained by any Governmental Authority including any such list relating to petroleum;
 
(iii)                               No Lien has been recorded or, to the knowledge of the Company, threatened under any Environmental Law with respect to any
Real Property or other assets of the Company or any of its Subsidiaries;
 
(iv)                              The execution, delivery and performance of this Agreement and the consummation of the transactions contemplated hereby will
not require any notification, registration, filing, reporting, disclosure, investigation, remediation or cleanup pursuant to any Governmental
Real Property Disclosure Requirements or any other applicable Environmental Law; and
 
(v)                                 the Company and each of its Subsidiaries have made available to the Purchasers all material records and files in the possession,
custody or control of, or otherwise reasonably available to, the Company and each of its Subsidiaries concerning compliance with or
liability under Environmental Law, including those concerning the actual or suspected existence of Hazardous Material at Real Property or
facilities currently or formerly owned, operated, leased or used by the Company or any of its Subsidiaries.
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SECTION 3.18                                   Insurance.  All insurance maintained by the Company and each of its Subsidiaries is in full force and effect, all premiums

have been duly paid, and neither the Company nor any Subsidiary has received notice of violation or cancellation thereof, and there exists no default under
any of the underlying insurance policies that could reasonably be expected to result in a Material Adverse Effect.  Each of the Company and its Subsidiaries
has insurance in such amounts and covering such risks and liabilities as are customary for companies of a similar size engaged in similar businesses in similar
locations.
 

SECTION 3.19                                   Transactions with Affiliates.  Except as set forth in the SEC Reports, none of the officers, directors or employees of the
Company or any of its Subsidiaries is presently a party to any transaction with the Company or any of its Subsidiaries (other than for ordinary course services
as employees, officers or directors), including any contract, agreement or other arrangement providing for the furnishing of services to or by, providing for
rental of real or personal property to or from, or otherwise requiring payments to or from, any such officer, director or employee or any corporation,
partnership, trust or other person in which any such officer, director, or employee has a substantial interest or is an employee, officer, director, trustee or
partner.
 

SECTION 3.20                                   SEC Reports.  The Company has filed all required registration statements, prospectuses, reports, schedules, forms, statements
and other documents required to be filed by it with the Commission since January 1, 2010. The information contained or incorporated by reference in the SEC
Reports was true and correct in all material respects as of the respective dates of the filing thereof with the Commission (or if amended or suspended by a
filing prior to the date of this Agreement, then as of the date of such filing), and, as of such respective dates (or if amended or suspended by a filing prior to
the date of this Agreement, then as of the date of such filing), the SEC Reports did not contain an untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein, in light of the circumstances under which they were made, not misleading. All
of the SEC Reports, as of their respective dates (or if amended or suspended by a filing prior to the date of this Agreement, then as of the date of such filing),
complied as to form in all material respects with the applicable requirements of the Securities Act and the Exchange Act and the rules and regulations
promulgated thereunder.
 



SECTION 3.21                                   NYSE MKT.  Shares of the Common Stock are registered pursuant to Section 12(b) of the Exchange Act and are listed on the
NYSE MKT, and there is no action pending to terminate the registration of the Common Stock under the Exchange Act or delist the Common Stock from the
NYSE MKT, nor has the Company received any notification that the Commission or the NYSE MKT is currently contemplating terminating such registration
or listing.
 

SECTION 3.22                                   Anti-Terrorism Law.
 

(a)                                 Neither the Company nor any of its Subsidiaries nor, to the knowledge of the Company, any of their Affiliates is in violation of any
Requirement of Law relating to terrorism or money laundering (“Anti-Terrorism Laws”), including Executive Order No. 13224 on Terrorist Financing,
effective September 24, 2001 (the “Executive Order”), and the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept
and Obstruct Terrorism Act of 2001, Public Law 107-56 (the “USA PATRIOT Act”).
 

(b)                                 Neither the Company nor any of its Subsidiaries nor, to the knowledge of the Company, any Affiliate or broker or other agent of the
Company or any of its Subsidiaries acting or benefiting in any capacity in connection with the issuance of the Notes is any of the following:

 
19

 
(i)                                     a person that is listed in the annex to, or is otherwise subject to the provisions of, the Executive Order;
 
(ii)                                  a person owned or controlled by, or acting for or on behalf of, any person that is listed in the annex to, or is otherwise subject to
the provisions of, the Executive Order;
 
(iii)                               a person with which any Purchaser is prohibited from dealing or otherwise engaging in any transaction by any Anti-Terrorism
Law;
 
(iv)                              a person that commits, threatens or conspires to commit or supports “terrorism” as defined in the Executive Order; or
 
(v)                                 a person that is named as a “specially designated national and blocked person” on the most current list published by the U.S.
Treasury Department Office of Foreign Assets Control (“OFAC”) at its official website or any replacement website or other replacement
official publication of such list.
 

(c)                                  Neither the Company nor any of its Subsidiaries nor, to the knowledge of the Company, any broker or other agent of the Company or any of
its Subsidiaries acting in any capacity in connection with the issuance and sale of the Notes (i) conducts any business or engages in making or receiving any
contribution of funds, goods or services to or for the benefit of any person described in paragraph (b) above, (ii) deals in, or otherwise engages in any
transaction relating to, any property or interests in property blocked pursuant to the Executive Order, or (iii) engages in or conspires to engage in any
transaction that evades or avoids, or has the purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in any Anti-Terrorism
Law.
 

SECTION 3.23                                   Net Operating Loss Carryforwards.  As disclosed in Footnote 17 of the Notes to Consolidated Financial Statements
included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012 as filed with the Commission, the Company had the
benefit, as of such date, of estimated federal and California net operating loss carryforwards in the approximate respective amounts of $489.4 million and
$419.0 million.  The actual amount of the Company’s federal and California net operating loss carryforwards as of the Closing Date will not be materially
different from those respective estimated amounts as of December 31, 2012.  Subject to the accuracy of the representations made by the Purchasers in
Sections 4.14 and 4.15 hereof, the consummation of the Transactions, including, without limitation, the issuance of the Notes on the Closing Date, and the
issuance of Conversion Shares subsequently to the Closing, will not result in any limitations on the Company’s ability to utilize such net operating loss
carryforwards or in any reductions in the amount thereof pursuant to the Code, including Section 382 thereof, and the regulations promulgated by the
Department of Treasury thereunder, or any corresponding provisions of the California Revenue and Taxation Code.
 

ARTICLE 4
 

REPRESENTATIONS AND WARRANTIES OF PURCHASERS
 

Each Purchaser, acting severally, hereby represents and warrants to the Company as of the date hereof and as of the Closing Date that:
 

SECTION 4.1                                          Risks of Investment.  Such Purchaser recognizes that the purchase of the Notes involves a high degree of risk in that an
investor could sustain the loss of its entire investment and the Company is and will be subject to numerous other risks and uncertainties, including, without
limitation, significant and material risks relating to the Company’s business and the industries, markets and geographic regions in which the Company
competes, all as more fully set forth herein and in the SEC Reports.
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SECTION 4.2                                          Accredited Investor Status.  Such Purchaser is an Accredited Investor and is able to bear the economic risk of an investment

in the Notes.
 

SECTION 4.3                                          Investment Experience.  Such Purchaser has prior investment experience, including without, limitation, investment in non-
listed and non-registered securities, or has employed the services of an investment advisor, attorney or accountant to read all of the documents furnished or
made available by the Company both to it and to all other prospective investors in the Notes and to evaluate the merits and risks of such an investment on its
behalf, and it recognizes the highly speculative nature of this investment.
 

SECTION 4.4                                          Access to Information.  Such Purchaser has been furnished or given access by the Company with or to all information
regarding the Company and its financial condition and results of operations which it had requested or desired to know in connection with the Transactions; all
documents requested by such Purchaser which could be reasonably provided have been made available for its inspection and review; it has been afforded the



opportunity to ask questions of and receive answers from duly authorized representatives of the Company concerning the terms and conditions of the
Transactions, and has received any additional information which it had requested in that connection.  Such Purchaser has not seen or received any
advertisement or general solicitation with respect to the sale of any of the securities of the Company, including, without limitation, the Notes.
 

SECTION 4.5                                          Investment Intent; Resales.  Such Purchaser acknowledges that the offering of the Notes has not been reviewed or approved
by the Commission because the offering is intended to be a nonpublic offering pursuant to Section 4(2) of the Securities Act.  The Notes purchased by such
Purchaser are being purchased for its own account, for investment and not for distribution or resale to others.  Such Purchaser understands that it may not sell
or otherwise transfer any of the Notes or Conversion Shares unless they are registered under the Securities Act or unless an exemption from such registration
is available and, if required by Section 9.7, the Company receives an opinion from counsel reasonably satisfactory to the Company confirming that an
exemption from such registration is available for such sale or transfer.
 

SECTION 4.6                                          Consequences of Intent to Distribute.  Such Purchaser understands that the Notes and the Conversion Shares have not been
registered under the Securities Act by reason of a claimed exemption under the provisions of the Securities Act which depends, in part, upon such Purchaser’s
investment intention.  Such Purchaser realizes that, in the view of the Commission, a purchase by such Purchaser now with the intention to distribute would
represent a purchase with an intention inconsistent with such Purchaser’s representation to the Company in Section 4.5, and the Commission might regard
such a distribution as a deferred sale for which such claimed exemption is not available.
 

SECTION 4.7                                          Rule 144.  Such Purchaser understands that Rule 144 promulgated under the Securities Act requires, among other conditions,
at least a six (6) month holding period prior to the resale (in limited amounts, if the reseller is an “affiliate” of the Company) of securities acquired in a non-
public offering, such as the offering of the Notes and the Conversion Shares as contemplated by this Agreement, without having to satisfy the registration
requirements under the Securities Act.  Except as specifically set forth herein or in any other Financing Document, such Purchaser understands that the
Company makes no representation or warranty regarding its fulfillment in the future of any reporting requirements under the Exchange Act, or its
dissemination to the public of any current financial or other information concerning the Company, as is required by Rule 144 as one of the conditions of its
availability.
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SECTION 4.8                                          Broker-Dealer Status.  Such Purchaser acknowledges that if the Purchaser is a Registered Representative of a Financial

Industry Regulatory Authority (“FINRA”) member firm, it must give such firm the notice required by the FINRA Conduct Rules, or any applicable successor
rules of the FINRA, receipt of which must be acknowledged by such firm on the signature page hereof.  Such Purchaser shall also notify the Company if the
Purchaser or any affiliate of the Purchaser is a registered broker-dealer with the Commission, in which case the Purchaser represents that the Purchaser is
purchasing the Notes in the ordinary course of business and, at the time of purchase of the Notes, has no agreements or understandings, directly or indirectly,
with any person to distribute the Notes or any portion thereof.
 

SECTION 4.9                                          Reliance on Specified Information.  Except as set forth in this Agreement (including the Disclosure Schedule) and the other
Financing Documents, no representations or warranties have been made to such Purchaser by either the Company or any of its agents, employees or affiliates,
and in entering into the Transactions, such Purchaser is not relying on any information, other than as contained in this Agreement (including the Disclosure
Schedule) and the other Financing Documents, in the SEC Reports and the results of independent investigation by such Purchaser.
 

SECTION 4.10                                   Entity Purchaser.  If such Purchaser is a partnership, corporation, trust or other entity, such Purchaser: (i) was not formed for
the purpose of investing in the Company; (ii) is authorized and otherwise duly qualified to purchase and hold the Notes and the Conversion Shares; and
(iii) this Agreement and each other Financing Document to which such Purchaser is to be a party has been duly authorized and this Agreement has been duly
executed and delivered by such Purchaser and constitutes, and each other Financing Document to which such Purchaser is to be a party, when executed and
delivered by such Purchaser, will constitute, a legal, valid and binding obligation of such Purchaser, enforceable in accordance with its terms, subject to
applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ rights generally and subject to general principles of equity,
regardless of whether considered in a proceeding in equity or at law.
 

SECTION 4.11                                   Consent to Reliance on Representations.  Such Purchaser understands and acknowledges that (i) the Notes and the
Conversion Shares are being offered and sold to such Purchaser without registration under the Securities Act in a private placement that is exempt from the
registration requirements of the Securities Act pursuant to Section 4(2) thereof and (ii) the availability of such exemption depends in part on, and the
Company will rely upon the accuracy and truthfulness of, the foregoing representations of such Purchaser, and such Purchaser hereby consents to such
reliance.
 

SECTION 4.12                                   No Conflict.  The consummation of the Transactions by such Purchaser (a) does not require any consent or approval of,
registration or filing with, or any other action by, any Governmental Authority applicable to such Purchaser, except such as have been obtained or made and
are in full force and effect, (b) if such Purchaser is an entity, will not violate the Organizational Documents of such Purchaser, (c) will not violate any material
Requirement of Law applicable to such Purchaser and (d) will not result in a default or require any consent or approval under any indenture, agreement or
other instrument binding upon such Purchaser or its property, or give rise to a right thereunder to require any payment to be made by such Purchaser.
 

SECTION 4.13                                   Anti-Terrorism.
 

(a)                                 Neither such Purchaser nor, to the knowledge of such Purchaser, any of its Affiliates, is in violation of any Anti-Terrorism Laws, the
Executive Order or the USA Patriot Act.
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(b)                                 Neither such Purchaser nor, to the knowledge of such Purchaser, any Affiliate or broker or other agent of such Purchaser acting or

benefiting in any capacity in connection with the issuance of the Notes is any of the following:
 

(i)                                     a person that is listed in the annex to, or is otherwise subject to the provisions of, the Executive Order;
 



(ii)                                  a person owned or controlled by, or acting for or on behalf of, any person that is listed in the annex to, or is otherwise subject to
the provisions of, the Executive Order;
 
(iii)                               a person that commits, threatens or conspires to commit or supports “terrorism” as defined in the Executive Order; or
 
(iv)                              a person that is named as a “specially designated national and blocked person” on the most current list of published by OFAC at its
official website or any replacement website or other replacement official publication of such list.
 

(c)                                  Neither such Purchaser nor any of its Subsidiaries nor, to the knowledge of such Purchaser, any broker or other agent of such Purchaser
acting in any capacity in connection with the issuance and sale of the Notes (i) conducts any business or engages in making or receiving any contribution of
funds, goods or services to or for the benefit of any person described in paragraph (b) above, (ii) deals in, or otherwise engages in any transaction relating to,
any property or interests in property blocked pursuant to the Executive Order, or (iii) engages in or conspires to engage in any transaction that evades or
avoids, or has the purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in any Anti-Terrorism Law.
 

SECTION 4.14                                   Pre-Closing Holdings of the Common Stock.  The number of shares of Common Stock beneficially owned by such
Purchaser (as determined in accordance with Rule 13d-3 promulgated under the Exchange Act) immediately prior to the Closing, when added to the number
resulting from dividing (x) the original principal balance of the Note(s) issuable to such Purchaser pursuant to the terms of this Agreement by (y) $10.875,
results in a number that is less than 20% of the total number of shares of Common Stock outstanding immediately prior to the Closing (based on the number
of such shares referenced in Section 3.7).
 

SECTION 4.15                                   Absence of Voting Agreements.  Such Purchaser is not party to, nor is it contemplated that it will be party to, any voting trust
agreement or other contract, agreement, arrangement, commitment, or understanding which does or would affect or relate to the voting or giving of written
consents by such Purchaser with respect to, or the disposition, acquisition or holding by such Purchaser of, the Company’s securities; and no person holds or
has the right to receive any proxy or similar instrument with respect to the Company’s securities beneficially owned by such Purchaser.
 

ARTICLE 5
 

CONDITIONS TO PURCHASERS’ OBLIGATIONS; TERMINATION OF AGREEMENT
 

SECTION 5.1                                          Closing Date Conditions.  The obligation of the Purchasers to purchase the Notes to be purchased on the Closing Date is
subject to the prior or concurrent satisfaction of each of the conditions set forth in this Section 5.1, except to the extent waived in writing by the Purchasers:
 

(a)                                 Officers’ Certificate.  The Purchasers shall have received a certificate, dated the Closing Date and signed by the chief executive officer and
the chief financial officer of the Company, confirming compliance with the condition precedent set forth in Section 5.1(e).
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(b)                                 Financial Statements.  The Purchasers shall have received and shall be satisfied with the form and substance of the financial statements

described in Section 3.4.
 

(c)                                  Opinion of Counsel.  The Purchasers shall have received a favorable written opinion of K&L Gates, LLP, counsel for the Company, as to
such matters under California law, Maryland corporate law and U.S. federal law relating to the Financing Documents and the Transactions as are set forth on
Exhibit I attached hereto.
 

(d)                                 Litigation.  There shall be no litigation, public or private, or administrative proceedings, governmental investigation or other legal or
regulatory developments, actual or threatened, that, singly or in the aggregate, could reasonably be expected to result in a Material Adverse Effect, or could
reasonably be expected to materially and adversely affect the ability of the Company to fully and timely perform its obligations under the Financing
Documents, or the ability of the parties to consummate the financings contemplated hereby or the other Transactions.
 

(e)                                  Representations and Warranties.  Each of the representations and warranties made by the Company in Article 3 hereof or in any other
Financing Document shall be true and correct in all material respects (except that any representation and warranty that is qualified as to “materiality” or
“Material Adverse Effect” shall be true and correct in all respects) on and as of the Closing Date with the same effect as though made on and as of such date,
except to the extent such representations and warranties expressly relate to an earlier date.
 

(f)                                   No Legal Bar.  No order, judgment or decree of any Governmental Authority shall purport to restrain any Purchaser from purchasing the
Notes.  No injunction or other restraining order shall have been issued, shall be pending or noticed with respect to any action, suit or proceeding seeking to
enjoin or otherwise prevent the consummation of, or to recover any damages or obtain relief as a result of, the transactions contemplated by this Agreement or
the issuance of the Notes hereunder.  There shall be no governmental or judicial action, actual or threatened, that has or would have, singly or in the
aggregate, a reasonable likelihood of restraining, preventing or imposing burdensome conditions on the Transactions or the other transactions contemplated
hereby.
 

(g)                                  Absence of Material Adverse Effect.  Since December 31, 2012, there shall have occurred no event, change, circumstance or occurrence
that, individually or in the aggregate, has had or could reasonably be expected to result in a Material Adverse Effect.
 

(h)                                 Due Diligence.  The Purchasers shall have completed their business, financial, accounting, legal, regulatory and intellectual property due
diligence review of the Company and its Subsidiaries and other matters relevant to the Transactions and such due diligence review shall have been completed
to the satisfaction of the Purchasers in their sole discretion.
 

(i)                                     Simultaneous Purchase.  Each of the Purchasers shall have simultaneously purchased the Notes to be purchased by such Purchaser pursuant
to the terms of this Agreement.
 

SECTION 5.2                                          Termination of Agreement.  This Agreement may be terminated upon one (1) Business Day’s prior written notice by either
the Company or any of the Purchasers given to the other parties hereto at any time after May 15, 2013 that the sale and purchase of the Notes has for any



reason not been consummated. In the event of such termination, this Agreement shall be abandoned by the parties without any further liability or further
obligation hereunder to any other party to this Agreement, except as and to the extent otherwise expressly stated herein.
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ARTICLE 6

 
AFFIRMATIVE COVENANTS

 
The Company hereby warrants, covenants and agrees with each Purchaser and each Noteholder that from the Closing Date, until the principal

amounts of all Notes, and all interest and other Obligations in respect thereof, shall have been paid in full, or until the Notes shall have been converted in full,
the Company will:
 

SECTION 6.1                                          Financial Statements, Reports, etc.
 

(a)                                 Annual Reports.  Furnish to each Noteholder, as soon as available and in any event within 90 days (or such earlier date on which the
Company is required to file a Form 10-K under the Exchange Act) after the end of each fiscal year, beginning with the fiscal year ending December 31, 2013,
the consolidated and consolidating balance sheet of the Company as of the end of such fiscal year and related consolidated and consolidating statements of
income, cash flows and stockholders’ equity for such fiscal year, in comparative form with such financial statements as of the end of, and for, the preceding
fiscal year, and the notes thereto, all prepared in accordance with GAAP and, in the case of the consolidated financial statement, accompanied by an opinion
of Squar, Milner, Peterson, Miranda & Williamson, LLP, or other independent public accountants of recognized national standing, stating that such financial
statements fairly present, in all material respects, the consolidated financial condition, results of operations and cash flows of the Company as of the dates and
for the periods specified in accordance with GAAP; provided, however, that if the Company is then subject to the reporting requirements under Section 13 or
Section 15(d) of the Exchange Act, then the requirements of this Section 6.1(a) shall be deemed satisfied by the filing of such report with the Commission. 
The consolidating balance sheet and statements of income, stockholders’ equity and cash flows required by this paragraph may be in the form contained in the
notes to the financial statements included in the Company’ Form 10-K; and
 

(b)                                 Quarterly Reports.  Furnish to each Noteholder, as soon as available and in any event within 45 days (or such earlier date on which the
Company is required to file a Form 10-Q under the Exchange Act) after the end of each of the first three fiscal quarters of each fiscal year, beginning with the
fiscal quarter ending March 31, 2013, the consolidated and consolidating balance sheet of the Company as of the end of such fiscal quarter and related
consolidated and consolidating statements of income and cash flows for such fiscal quarter and for the then elapsed portion of the fiscal year, in comparative
form with the consolidated statements of income and cash flows for the comparable periods in the previous fiscal year, all prepared in accordance with
GAAP; provided, however, that if the Company is then subject to the reporting requirements under Section 13 or Section 15(d) of the Exchange Act, then the
requirements of this Section 6.1(b) shall be deemed satisfied by the filing of such report with the Commission.  The consolidating balance sheet and
statements of income and cash flows required by this paragraph may be in the form contained in the notes to the financial statements included in the
Company’ Form 10-Q.
 

SECTION 6.2                                          Default Notice.  Furnish to each Noteholder written notice of any Default, specifying the nature and extent thereof and the
corrective action (if any) taken or proposed to be taken with respect thereto, promptly after it becomes known to a Responsible Officer of the Company (and,
in any event, within five (5) Business Days after it so becomes known).
 

SECTION 6.3                                          Existence; Businesses and Properties.
 

(a)                                 Do or cause to be done all things necessary to preserve, renew and maintain in full force and effect its legal existence, except where the
failure to perform such obligations, individually or in the
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aggregate, could not reasonably be expected to result in a Material Adverse Effect, and do or cause to be done all things reasonably necessary for the
Company to remain a publicly traded company required to file reports pursuant to Section 13 and Section 15(d) of the Exchange Act and for the Common
Stock to continue to be listed on the NYSE MKT or to be listed on another U.S. national securities exchange.
 

(b)                                 Do or cause to be done all things reasonably necessary to obtain, preserve, renew, extend and keep in full force and effect the rights,
licenses, permits, privileges, franchises, authorizations, patents, copyrights, trademarks and trade names material to the conduct of its business; maintain and
operate such business in substantially the manner in which it is presently conducted and operated; comply with all applicable material Requirements of Law
(including any and all zoning, or building laws, ordinances, codes or approvals, Environmental Law or any building permits or any restrictions of record or
agreements affecting its Real Property) and decrees and orders of any Governmental Authority, whether now in effect or hereafter enacted, except where the
failure to comply, individually or in the aggregate, could not reasonably be expected to result in a Material Adverse Effect; pay and perform its obligations
under all Leases and all Financing Documents; and at all times maintain, preserve and protect all property material to the conduct of such business and keep
such property in good repair, working order and condition (other than wear and tear occurring in the ordinary course of business) and from time to time make,
or cause to be made, all needful and proper repairs, renewals, additions, improvements and replacements thereto necessary in order that the business carried
on in connection therewith may be properly conducted at all times; provided that nothing in this Section 6.3(b) shall prevent (i) the withdrawal by the
Company of its qualification as a foreign corporation in any jurisdiction where such withdrawal, individually or in the aggregate, could not reasonably be
expected to result in a Material Adverse Effect; or (ii) the abandonment by the Company of any rights, franchises, licenses, trademarks, trade names,
copyrights or patents that it reasonably determines are not useful to its business or no longer commercially desirable.
 

SECTION 6.4                                          Insurance.  Keep its insurable property adequately insured at all times by financially sound and reputable insurers; maintain
such other insurance, to such extent and against such risks as is customary with companies of the same or similar size in the same or similar businesses
operating in the same or similar locations, including insurance with respect to such properties as are material to the business of the Company against such
casualties and contingencies and of such types and in such amounts with such deductibles as is customary in the case of similar businesses of the same size
operating in the same or similar locations.
 



SECTION 6.5                                          Obligations and Taxes.
 

(a)                                 Payment of Obligations.  Pay its Indebtedness and other material obligations promptly and in accordance with their terms and pay and
discharge promptly when due all Taxes, assessments and governmental charges or levies imposed upon it or upon its income or profits or in respect of its
property, before the same shall become delinquent or in default, as well as all lawful claims for labor, services, materials and supplies or otherwise that, if
unpaid, might give rise to a Lien other than a Permitted Lien upon such properties or any part thereof; provided that such payment and discharge shall not be
required with respect to any such Tax, assessment, charge, levy or claim so long as (x) the validity or amount thereof shall be contested in good faith by
appropriate proceedings timely instituted and diligently conducted and (y) the failure to pay could not reasonably be expected to result in a Material Adverse
Effect.
 

(b)                                 Filing of Returns.  Timely (subject to permitted extensions) and correctly file all material Tax Returns required to be filed by it and
withhold, collect and remit all Taxes that it is required to collect, withhold or remit as reflected on such Tax Returns.
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(c)                                  Tax Shelter Reporting.  In the event that it determines to take any action inconsistent with its present intention not to treat the Notes as

being a “reportable transaction” within the meaning of Treasury Regulation Section 1.6011-4, promptly notify the Noteholders thereof.
 

SECTION 6.6                                          Maintaining Records; Access to Properties and Inspections.  Keep proper books of record and account in which full, true
and correct entries in all material respects in conformity with GAAP and all material Requirements of Law are made of all material dealings and transactions
in relation to its business and activities and permit any representatives designated by any Noteholder to visit, audit and inspect its financial records and
property, at reasonable times and as often as reasonably requested (but in no event, more than once in a twelve month period if no Default or Event of Default
shall have occurred) and to make extracts from and copies of such financial records, and permit any representatives designated by the Noteholders to discuss
its affairs, finances, accounts and condition with its officers and employees and advisors (including independent accountants).
 

SECTION 6.7                                          Use of Proceeds.  Use the proceeds from the sale of the Notes only for the purposes set forth in Section 3.12.
 

SECTION 6.8                                          Payment of Principal, Premium and Interest.  Duly and punctually pay the principal of (and premium, if any, on) and all
interest on the Notes and all other fees, costs and expenses owed hereunder in accordance with the terms of the Notes and this Agreement, and pay interest on
overdue principal (including post-petition interest in a proceeding under any Bankruptcy Law), and interest on overdue interest, to the extent lawful, at the
rate specified in the Notes.
 

SECTION 6.9                                          Reservation for Issuance of Conversion Shares; Listing of Conversion Shares.  Take all actions necessary to at all times
have authorized, and reserved for issuance pursuant to the terms of the Financing Documents, the number of shares of Common Stock issuable upon full
conversion of all of the Notes at a conversion price equal to the Conversion Price (as defined in Exhibit A hereto), and take all actions necessary to promptly
cause all of the Conversion Shares to be listed on the NYSE MKT (or other U.S. national securities exchange subsequently serving as the principal trading
market for shares of the Common Stock), and to maintain such listing.
 

ARTICLE 7
 

NEGATIVE COVENANTS
 

The Company hereby warrants, covenants and agrees with each Purchaser and each Noteholder that, from the Closing Date, until the principal
amount of all Notes, and all interest and other Obligations in respect thereof, shall have been paid in full, or until the Notes shall have been converted in full,
the Company will not:
 

SECTION 7.1                                          Indebtedness.  Incur, issue, create, assume or permit to exist, directly or indirectly, any Indebtedness, other than Senior
Indebtedness, that is not expressly subordinated to the Notes.
 

The term “Senior Indebtedness” shall mean:
 

(a)                                 All obligations of the Company, whether outstanding on the date hereof or thereafter incurred, in respect of borrowed money from a
national or regional bank or other financial institution, whether pursuant to a line of credit, warehouse facility, repurchase facility or otherwise;
 

(b)                                 All other Indebtedness of the Company outstanding on the Closing Date and (x) described in the SEC Reports, (y) reflected in the financial
statements included in the SEC Reports or in the Current Period Unaudited Financials, or (z) listed on Schedule 7.1(b) hereto;
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(c)                                  Indebtedness of the Company under Hedging Obligations with respect to interest rates, foreign currency exchange rates or commodity

prices, in each case not entered into for speculative purposes;
 

(d)                                 Indebtedness of the Company in respect of Purchase Money Obligations and Capital Lease Obligations (including, without limitation,
Purchase Money Obligations and Capital Lease Obligations in existence on the Closing Date or set forth in Schedule 7.1(b) hereto);
 

(e)                                  Indebtedness of the Company in respect of bid, performance or surety bonds, workers’ compensation claims, self-insurance obligations and
bankers acceptances issued for the account of the Company in the ordinary course of business;
 

(f)                                   Contingent Obligations of the Company in respect of Indebtedness otherwise permitted under this Section 7.1;
 

(g)                                  Indebtedness of the Company arising in connection with endorsement of instruments for deposit in the ordinary course of business;
 



(h)                                 any other Indebtedness of the Company which the Company and the Required Holders may from time to time expressly and specifically
agree in writing shall constitute Senior Indebtedness; and
 

(i)                                     all deferrals, renewals, extensions, refundings, replacements, refinancings and restructuring of and amendments, modification and
supplements to (provided that, with respect to any Senior Indebtedness described in clauses (b) and (h) above, in each of the foregoing cases the Indebtedness
so incurred shall be on terms substantially similar to the terms applicable to the Senior Indebtedness to which it relates), or guarantees of, any Senior
Indebtedness described above.
 
Nothing in this Section 7.1 shall in any way limit the ability of the Company to incur Indebtedness subordinate to the Notes, including, but not limited to,
junior debt financing, provided that the agreements, documents and instruments evidencing such obligations expressly acknowledge such subordination.
 

SECTION 7.2                                          Liens.  Create, incur, assume or permit to exist, directly or indirectly, any Lien on any property now owned or hereafter
acquired by it or on any income or revenues or rights in respect of any thereof, except Liens securing Senior Indebtedness described in Section 7.1(a) and the
following (collectively, the “Permitted Liens”):
 

(a)                                 inchoate Liens for taxes, assessments or governmental charges or levies not yet due and payable or delinquent and Liens for taxes,
assessments or governmental charges or levies, which are being contested in good faith by appropriate proceedings for which adequate reserves have been
established in accordance with GAAP, which proceedings (or orders entered in connection with such proceedings) have the effect of preventing the forfeiture
or sale of the property subject to any such Lien;
 

(b)                                 Liens in respect of property of the Company imposed by Requirements of Law, which were incurred in the ordinary course of business and
do not secure Indebtedness for borrowed money, such as carriers’, warehousemen’s, materialmen’s, landlords’, workmen’s, suppliers’, repairmen’s and
mechanics’ Liens and other similar Liens arising in the ordinary course of business, and (i) which do not in the aggregate materially detract from the value of
the property of the Company and do not materially impair the use thereof in the operation of the business of the Company, and (ii) which, if they secure
obligations that
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are then due and unpaid, are being contested in good faith by appropriate proceedings for which adequate reserves have been established in accordance with
GAAP, which proceedings (or orders entered in connection with such proceedings) have the effect of preventing the forfeiture or sale of the property subject
to any such Lien;

 
(c)                                  any Lien in existence on the Closing Date and set forth on Schedule 7.2(c) hereto and any Lien granted as a replacement or substitute

therefor; provided that any such replacement or substitute Lien does not secure an aggregate amount of Indebtedness, if any, greater than that secured on the
Closing Date and (ii) does not encumber any property other than the property subject thereto on the Closing Date;
 

(d)                                 easements, rights-of-way, restrictions (including zoning restrictions), covenants, licenses, encroachments, protrusions and other similar
charges or encumbrances, and minor title deficiencies on or with respect to any Real Property, in each case whether now or hereafter in existence, not
(i) securing Indebtedness, (ii) individually or in the aggregate materially impairing the value or marketability of such Real Property or (iii) individually or in
the aggregate materially interfering with the ordinary conduct of the business of the Company at such Real Property;
 

(e)                                  Liens arising out of judgments, attachments or awards not resulting in a Default and in respect of which the Company shall in good faith be
prosecuting an appeal or proceedings for review in respect of which there shall be secured a subsisting stay of execution pending such appeal or proceedings;
 

(f)                                   Liens (other than any Lien imposed by ERISA) (x) imposed by Requirements of Law or deposits made in connection therewith in the
ordinary course of business in connection with workers’ compensation, unemployment insurance and other types of social security legislation, (y) incurred in
the ordinary course of business to secure the performance of tenders, statutory obligations (other than excise taxes), surety, stay, customs and appeal bonds,
statutory bonds, bids, leases, government contracts, trade contracts, performance and return of money bonds and other similar obligations (exclusive of
obligations for the payment of borrowed money) or (z) arising by virtue of deposits made in the ordinary course of business to secure liability for premiums to
insurance carriers; provided that (i) with respect to clauses (x), (y) and (z) of this paragraph (f), such Liens are for amounts not yet due and payable or
delinquent or, to the extent such amounts are so due and payable, such amounts are being contested in good faith by appropriate proceedings for which
adequate reserves have been established in accordance with GAAP, which proceedings or orders entered in connection with such proceedings have the effect
of preventing the forfeiture or sale of the property subject to any such Lien, (ii) to the extent such Liens are not imposed by Requirements of Law, such Liens
shall in no event encumber any property other than cash and Cash Equivalents, and (iii) the aggregate amount of deposits at any time pursuant to clause
(y) and clause (z) of this paragraph (f) shall not exceed $100,000 in the aggregate;
 

(g)                                  Leases as lessor of the properties of the Company, in each case entered into in the ordinary course of its business so long as such Leases do
not, individually or in the aggregate, (i) interfere in any material respect with the ordinary conduct of the business of the Company, or (ii) materially impair
the use (for its intended purposes) or the value of the property subject thereto;
 

(h)                                 Liens arising out of conditional sale, title retention, consignment or similar arrangements for the sale of goods entered into by the Company
in the ordinary course of business in accordance with the past practices of the Company;
 

(i)                                     Liens securing Purchase Money Obligations or Capital Lease Obligations; provided that any such Liens attach only to the property being
financed pursuant to such Indebtedness and do not encumber any other property of the Company;
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(j)            bankers’ Liens, rights of setoff and other similar Liens existing solely with respect to cash and Cash Equivalents on deposit in one or more

accounts maintained by the Company, in each case granted in the ordinary course of business in favor of the bank or banks with which such accounts are
maintained, securing amounts owing to such bank with respect to cash management and operating account arrangements, including those involving pooled



accounts and netting arrangements; provided that, unless such Liens are non-consensual and arise by operation of law, in no case shall any such Liens secure
(either directly or indirectly) the repayment of any Indebtedness;
 

(k)           Liens on property of a person existing at the time such person is acquired or merged with or into or consolidated with the Company to the
extent not prohibited by the terms of this Agreement (and not created in anticipation or contemplation thereof); provided that such Liens do not extend to
property not subject to such Liens at the time of acquisition (other than improvements thereon) and are no more favorable to the lienholders than such existing
Liens;
 

(l)            licenses of Intellectual Property granted by the Company in the ordinary course of business and not interfering in any material respect with
the ordinary conduct of business of the Company;
 

(m)          the filing of UCC financing statements solely as a precautionary measure in connection with operating leases or consignment of goods; and
 

(n)           Liens otherwise incurred in the ordinary course of business of the Company consistent with past practice.
 

SECTION 7.3                      Prepayments of Other Indebtedness; Modifications of Documents Governing Material Indebtedness.  Directly or
indirectly:
 

(a)           make (or give any notice in respect thereof) any voluntary or optional payment or prepayment on or redemption or acquisition for value of,
or any prepayment or redemption as a result of any asset sale, change of control or similar event of, any Indebtedness (other than the Indebtedness represented
by the Obligations); or
 

(b)           amend or modify, or permit the amendment or modification of, any provision of any document governing any Material Indebtedness in any
manner that is adverse in any material respect to the interests of the Noteholders.
 

SECTION 7.4                      Business.  Engage (directly or indirectly) in any business other than those businesses in which the Company is engaged
on the Closing Date (or, in the good faith judgment of the Board of Directors of the Company, which are substantially related thereto or are reasonable
extensions thereof).
 

SECTION 7.5                      Fiscal Year.  Change its fiscal year-end to a date other than December 31.
 

SECTION 7.6                      Stay, Extension and Usury Laws.  Plead, or in any manner whatsoever claim or take the benefit or advantage of, any
stay, extension or usury law or other law wherever enacted, now or at any time hereafter in force, that may affect the covenants or the performance of its
obligations under the Notes or this Agreement, and the Company hereby expressly waives all benefit or advantage of any such law, and covenants that it shall
not, by resort to any such law, hinder, delay or impede the execution of any power herein granted to the Noteholders, but shall suffer and permit the execution
of every such power as though no such law has been enacted.
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SECTION 7.7                      No Integration.  Make any offer or sale of securities of any class of the Company if, as a result of the doctrine of

“integration” referred to in Rule 502 under the Securities Act, such offer or sale would render invalid (for the purpose of the sale of the Notes to the
Purchasers) any applicable exemption from the registration requirements of the Securities Act provided by Section 4(2) thereof or otherwise.
 

ARTICLE 8
 

EVENTS OF DEFAULT
 

SECTION 8.1                      Events of Default.  Upon the occurrence and during the continuance of the following events (“Events of Default”):
 

(a)           default shall be made in the payment of any principal on any Note when and as the same shall become due and payable, whether at the due
date thereof or at a date fixed for repurchase thereof or by acceleration thereof or otherwise;
 

(b)           default shall be made in the payment of any interest on any Note or any fee or any other amount (other than an amount referred to in
paragraph (a) above) due under any Financing Document, when and as the same shall become due and payable, and such default shall continue unremedied
for a period of two (2) Business Days;
 

(c)           any representation or warranty made or deemed made in or in connection with any Financing Document, shall prove to have been false or
misleading in any material respect when so made or deemed made;
 

(d)           default shall be made in the due observance or performance by the Company of the covenant contained in Section 6.2;
 

(e)           default shall be made in the due observance or performance by the Company of any covenant, condition or agreement contained in this
Agreement or any other Financing Document (other than those specified in paragraphs (a), (b) or (d) immediately above) and such default shall continue
unremedied or shall not be waived for a period of thirty (30) days after written notice thereof from any Noteholder to the Company;
 

(f)            there shall have occurred an event of default under the applicable documents, agreements or instruments that results in the acceleration of
payment or redemption, as the case may be, of any Indebtedness, trust preferred stock or other preferred stock of or issued by the Company, if the effect
thereof is to cause, or to permit the holder or holders of such Indebtedness or preferred stock or a trustee or other representative on its or their behalf (with or
without the giving of notice, the lapse of time or both) to cause, such Indebtedness or preferred stock to become due prior to its stated maturity or become
subject to a mandatory purchase offer by the Company; provided that it shall not constitute an Event of Default pursuant to this paragraph (f) unless the
aggregate amount of all such defaulted obligations referred to herein exceeds $3,000,000 at any one time;
 

(g)           an involuntary proceeding shall be commenced or an involuntary petition shall be filed in a court of competent jurisdiction seeking
(i) relief in respect of the Company or of a substantial part of the property of the Company, under Title 11 of the U.S. Code, as now constituted or hereafter



amended, or any other federal, state or foreign bankruptcy, insolvency, receivership or similar law; (ii) the appointment of a receiver, trustee, custodian,
sequestrator, conservator or similar official for the Company or for a substantial part of the property of the Company; or (iii) the winding-up or liquidation of
the Company; and such proceeding or petition shall continue undismissed for sixty (60) days or an order or decree approving or ordering any of the foregoing
shall be entered;
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(h)           the Company shall (i) voluntarily commence any proceeding or file any petition seeking relief under Title 11 of the United States Code, as

now constituted or hereafter amended, or any other federal, state or foreign bankruptcy, insolvency, receivership or similar law; (ii) consent to the institution
of, or fail to contest in a timely and appropriate manner, any proceeding or the filing of any petition described in clause (g) above; (iii) apply for or consent to
the appointment of a receiver, trustee, custodian, sequestrator, conservator or similar official for the Company or for a substantial part of the property of the
Company; (iv) file an answer admitting the material allegations of a petition filed against it in any such proceeding; (v) make a general assignment for the
benefit of creditors; (vi) become unable, admit in writing its inability or fail generally to pay its debts as they become due; (vii) take any action for the
purpose of effecting any of the foregoing; or (viii) wind up or liquidate;
 

(i)            one or more judgments, orders or decrees for the payment of money in an aggregate amount in excess of $3,000,000 shall be rendered
against the Company and the same shall remain undischarged, unvacated or unbonded for a period of thirty (30) consecutive days during which execution
shall not be effectively stayed, or any action shall be legally taken by a judgment creditor to levy upon properties of the Company to enforce any such
judgment;
 
then, and in every such event (other than an event described in paragraph (g) or (h) above), and at any time thereafter during the continuance of such event,
the Required Holders may, by written notice to the Company, declare the Notes then outstanding to be immediately due and payable, and thereupon the
principal of the Notes so declared to be due and payable, together with accrued interest thereon and any unpaid accrued fees, and all other Obligations of the
Company accrued hereunder and under any other Financing Document, shall become forthwith due and payable, without presentment, demand, protest or any
other notice of any kind, all of which are hereby expressly waived by the Company, anything contained herein or in any other Financing Document to the
contrary notwithstanding; and, in any event described in paragraph (g) or (h) above, the principal of the Notes then outstanding, together with accrued interest
thereon and any and all fees and all other Obligations of the Company accrued thereunder, shall automatically become due and payable, without presentment,
demand, protest or any other notice of any kind, all of which are hereby expressly waived by the Company, anything contained herein or in any other
Financing Document to the contrary notwithstanding.  Notwithstanding the foregoing, the right of any Noteholder to receive payment of principal of or
interest on any Note held by such Noteholder on or after the respective due dates expressed in such Note, or to bring suit for the enforcement of any such
repayment on or after such respective dates, is absolute and unconditional and shall not be impaired or affected without the consent of such Noteholder.
 

At any time after such a declaration of acceleration has been made and before a judgment or decree for payment of the money due has been obtained,
the Required Holders, by written notice to the Company, may rescind and annul such declaration and its consequences if:
 

(a)           the Company has paid a sum sufficient to pay: (i) all overdue interest on all Notes; (ii) the principal of any Notes which have become due
otherwise than by such declaration of acceleration and any interest thereon at the rate borne by the Notes; and (iii) to the extent that payment of such interest
is lawful, interest upon overdue interest at the rate provided therefor in the Notes; and
 

(b)           all Events of Default, other than the non-payment of the principal amount of Notes and interest thereon which have become due solely by
such declaration of acceleration, have been cured or waived as provided in Section 8.2.
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SECTION 8.2                      Waiver of Past Defaults.  The Required Holders may on behalf of the Holders of all the Notes waive any past default

hereunder and its consequences.  Upon any such waiver, such default shall cease to exist, and any Event of Default arising therefrom shall be deemed to have
been cured, for every purpose of this Agreement; provided, however, that no such waiver shall extend to any subsequent or other default or impair any right
consequent thereon.
 

ARTICLE 9
 

THE NOTES
 

SECTION 9.1                      Form and Execution.  The Notes shall be in the form of Exhibit A hereto.  The Notes shall be executed on behalf of the
Company by its President or one of its Vice Presidents and attested by its Secretary or one of its Assistant Secretaries.  The signature of any of these officers
on the Notes may be manual or facsimile.
 

Notes bearing the manual or facsimile signatures of individuals who were at any time the proper officers of the Company shall bind the Company,
notwithstanding that such individuals or any of them have ceased to hold such offices prior to the authentication and delivery of such Notes or did not hold
such offices at the date of such Notes.
 

SECTION 9.2                      Terms of the Notes.  The terms of the Notes shall be as set forth in Exhibit A hereto.  Without limiting the foregoing:
 

(a)           Stated Maturity Date.  The Stated Maturity Date of the principal of the Notes shall be as provided in Exhibit A hereto.
 

(b)           Interest.  The Notes will bear interest on their principal amount and overdue interest as provided in Exhibit A hereto.
 

(c)           Conversion Rights.  The holders of the Notes shall have the right to convert the outstanding principal balance of the Notes into Equity
Interests on the terms and subject to the conditions set forth in Exhibit A hereto.
 

SECTION 9.3                      Denominations.  The Notes shall be issuable only in registered form without coupons and only in denominations of
U.S. $1,000 and any integral multiple thereof.



 
SECTION 9.4                      Form of Legend for the Notes.  Every Note issued and delivered hereunder shall bear a legend in substantially the

following form:
 

THE SECURITY REPRESENTED BY THIS CERTIFICATE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR QUALIFIED UNDER ANY STATE SECURITIES LAWS AND
MAY NOT BE TRANSFERRED, SOLD OR OTHERWISE DISPOSED OF EXCEPT WHILE A REGISTRATION STATEMENT
IS IN EFFECT OR PURSUANT TO AN AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT
AND APPLICABLE STATE SECURITIES LAWS.  THE HOLDER OF THIS SECURITY IS SUBJECT TO THE TERMS OF
THE NOTE PURCHASE AGREEMENT, DATED AS OF APRIL 29, 2013 (THE “PURCHASE AGREEMENT”), AMONG
IMPAC MORTGAGE HOLDINGS, INC. (THE “COMPANY”) AND THE PURCHASERS
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NAMED THEREIN.  A COPY OF SUCH PURCHASE AGREEMENT IS AVAILABLE AT THE OFFICES OF THE COMPANY.
 

SECTION 9.5                      Payments and Computations.  All payments of interest on the Notes shall be paid to the persons in whose names such
Notes are registered on the Security Register at the close of business on the date fifteen calendar days prior to the related Interest Payment Date (the “Regular
Record Date”) and all payments of principal on the Notes shall be paid to the persons in whose names such Notes are registered at Maturity. 
Notwithstanding the foregoing, if a Note is issued after a Regular Record Date and prior to the first Interest Payment Date, the record date for such first
Interest Payment Date shall be the original issue date thereof.  Payments of principal and interest on any Note shall be made in accordance with this
Agreement and subject to applicable law and regulations, by wire transfer in immediately available funds to such account as any Noteholder shall designate
by written instructions received by the Company no less than 5 days prior to any applicable Interest Payment Date or other applicable payment date, which
wire instruction shall continue in effect until such time as the Noteholder otherwise notifies the Company or such Noteholder no longer is the registered
owner of such Note or Notes.
 

SECTION 9.6                      Registration; Registration of Transfer and Exchange.
 

(a)           Security Register.  The Company shall maintain a register (the “Security Register”) for the registration or transfer of the Notes.  The name
and address of the Noteholder of each Note, records of any transfers of the Notes and the name and address of any transferee of a Note shall be entered in the
Security Register and the Company shall, promptly upon receipt thereof, update the Security Register to reflect all information received from a Noteholder. 
There shall be no more than one Noteholder for each Note, including all beneficial interests therein.
 

(b)           Registration of Transfer.  Upon surrender for registration of transfer of any Note at the office or agency of the Company, the Company
shall execute and deliver, in the name of the designated transferee or transferees, one or more new Notes, of any authorized denominations and like aggregate
principal amount.
 

(c)           Exchange.  At the option of the Noteholder, Notes may be exchanged for other Notes, of any authorized denominations and of like
aggregate principal amount, upon surrender of the Notes to be exchanged at such office or agency.  Whenever any Notes are so surrendered for exchange, the
Company shall execute and deliver the Notes which the Noteholder making the exchange is entitled to receive.
 

(d)           Effect of Registration of Transfer or Exchange.  All Notes issued upon any registration of transfer or exchange of Notes shall be the valid
obligations of the Company, evidencing the same debt, and entitled to the same benefits under this Agreement, as the Notes surrendered upon such
registration of transfer or exchange.
 

(e)           Requirements; Charges.  Every Note presented or surrendered for registration of transfer or for exchange shall (if so required by the
Company) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company duly executed, by the Noteholder
thereof or his attorney duly authorized in writing.  No service charge shall be made for any registration of transfer or exchange of Notes.
 

SECTION 9.7                      Transfer Restrictions.
 

(a)           No Note may be sold, transferred or otherwise disposed of (any such sale, transfer or other disposition is herein referred to as a “sale”),
except in compliance with this Section 9.7.
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(b)           A Noteholder may sell Notes to a transferee that is an Accredited Investor; provided, however, that each of the following conditions is

satisfied:
 

(i)            such transferee represents that it is acquiring the Note or Notes for its own account and that it is not acquiring such Note or Notes
with a view to, or for offer or sale in connection with, any distribution thereof (within the meaning of the Securities Act) that would be in
violation of the securities laws of the United States or any state thereof, but subject, nevertheless, to the disposition of its property being at
all times within its control; and
 
(ii)           such transferee agrees to be bound by the provisions of this Section 9.7 with respect to any resale of the Notes.
 

(c)           In the event of a proposed sale that does not qualify under Section 9.7(b) above, a Noteholder may sell its Notes only if:
 

(i)            such Noteholder gives written notice to the Company of its intention to effect such sale, which notice (A) shall describe the
manner and circumstances of the proposed transaction in reasonable detail and (B) shall designate the counsel for such Noteholder, which
counsel shall be reasonably satisfactory to the Company;
 



(ii)           such counsel for the Noteholder shall render an opinion to the effect that such proposed sale may be effected without registration
under the Securities Act; and
 
(iii)          such transferee complies with Sections 9.7(b)(i) and 9.7(b)(ii).
 

SECTION 9.8                      Mutilated, Destroyed, Lost and Stolen Notes.  If any mutilated Note is surrendered to the Company, the Company
shall execute and deliver in exchange therefor a new Note of the same principal amount and bearing a number not contemporaneously outstanding.
 

If there shall be delivered to the Company (a) evidence to its satisfaction of the destruction, loss or theft of any Note and (b) such security or
indemnity as may be required by it to save each of it and any agent harmless, then, in the absence of notice that such Note has been acquired by a bona fide
purchaser, the Company shall execute and deliver, in lieu of any such destroyed, lost or stolen Note, a new Note of a like principal amount and bearing a
number not contemporaneously outstanding.
 

In case any such mutilated, destroyed, lost or stolen Note has become or is about to become due and payable, the Company in its discretion may,
instead of issuing a new Note, pay such Note.
 

Upon the issuance of any new Note pursuant to this Section 9.8, the Company may require the payment of a sum sufficient to cover any tax or other
governmental charge that may be imposed in relation thereto and any other expenses connected therewith.
 

Every new Note issued pursuant to this Section 9.8 in lieu of any destroyed, lost or stolen Note shall constitute an original additional contractual
obligation of the Company, whether or not the destroyed, lost or stolen Note shall be at any time enforceable by anyone, and shall be entitled to all the
benefits of this Agreement equally and proportionately with any and all other Notes duly issued hereunder.
 

The provisions of this Section 9.8 are exclusive and shall preclude (to the extent lawful) all other rights and remedies with respect to the replacement
or payment of mutilated, destroyed, lost or stolen Notes.
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SECTION 9.9                      Persons Deemed Owners.  Prior to due presentment of a Note for registration of transfer, the Company and any agent

of the Company may treat the person in whose name such Note is registered as the owner of such Note for the purpose of receiving payment of principal of
and interest on such Note and for all other purposes whatsoever, whether or not such Note be overdue and neither the Company nor any agent of the Company
shall be affected by notice to the contrary.
 

SECTION 9.10                    Cancellation.  All Notes surrendered for payment, redemption, registration of transfer or exchange shall, if surrendered
to any person other than the Company, be delivered to the Company and shall be promptly canceled by it.  The Company shall cancel any Notes previously
issued and delivered hereunder which the Company may have reacquired.
 

SECTION 9.11                    Home Office Payment.  So long as any Purchaser shall be the holder of any Note, and notwithstanding anything
contained in this Agreement or such Note to the contrary, the Company will pay all sums becoming due on such Note for principal and interest by such
method and at such address as such Purchaser shall have from time to time specified to the Company in writing for such purpose, without the presentation or
surrender of such Note or the making of any notation thereon, except that upon written request of the Company made concurrently with or reasonably
promptly after payment in full of any Note, such Purchaser shall surrender such Note for cancellation reasonably promptly after any such request, to the
Company at its principal executive office.  Prior to any sale or other disposition of any Note held by such Purchaser, such Purchaser will surrender such Note
to the Company in exchange for a new Note or Notes pursuant to Section 9.6.  The Company will afford the benefits of this Section 9.11 to any person that is
the direct or indirect transferee of any Note purchased by such Purchaser under this Agreement and that has made the same agreement relating to such Note as
such Purchaser made in this Section 9.11.
 

ARTICLE 10
 

OTHER AGREEMENTS
 

SECTION 10.1                    Exclusivity.  The Company agrees that it will not, at any time prior to the earlier of the Closing Date or May 15, 2013
(such earlier date, the “Exclusivity Date”), without the prior written consent of each of the Purchasers in each instance, take any action to solicit, initiate,
encourage or assist the submission of any proposal, negotiation or offer from any person other than the Purchasers relating to the sale or issuance by the
Company of any debt on terms substantially similar to the terms embodied in the Notes, or to the acquisition, sale, lease, license or other disposition of the
Company or any material portion of the outstanding Common Stock or assets of the Company (collectively, “Competing Transactions”), and shall notify
each of the Purchasers promptly of any inquiries of third parties received prior to the Exclusivity Date by the Company with respect to a Competing
Transaction.  In the event that the Company breaches the foregoing obligation and negotiates a Competing Transaction on or prior to the Exclusivity Date
without providing the Purchasers an opportunity to participate pro rata therein, then the Company shall upon the closing of such Competing Transaction pay
to each Purchaser its proportionate share of $500,000 as liquidated damages, which the Company hereby acknowledges is a reasonable amount of liquidated
damages in light of the totality of the circumstances.
 

SECTION 10.2                    Board of Directors of the Company.  Each Purchaser hereby covenants and agrees, during the period commencing on
the Closing Date and ending on the third anniversary thereof, to vote all Conversion Shares, if any, then owned by it for each of the Company’s nominees for
election to the Company’s Board of Directors, and further covenants and agrees not to nominate any other candidate for election to the Company’s Board of
Directors at any time within such three (3) year period, provided that these covenants and agreements shall not be binding on such Purchaser at any time that
an Event of Default has occurred and is continuing under the Note(s) held by such Purchaser.
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SECTION 10.3                    Section 13 Filings by Purchasers.  Each Purchaser hereby covenants and agrees that, during the period that it is a

Noteholder and/or the beneficial owner of Conversion Shares, it will accurately report all shares of the Common Stock beneficially owned by it (as



determined in accordance with Rule 13d-3 promulgated under the Exchange Act) on the Commission’s Form 13D or Form 13G, as applicable, pursuant to the
requirements of Rule 13d-1 promulgated under the Exchange Act, and on such amendments thereto as are required pursuant to Rule 13d-2 promulgated under
the Exchange Act.
 

SECTION 10.4                    Covering Open Positions with Registered Conversion Shares.  Each Purchaser hereby covenants and agrees that
neither it nor any of its Affiliates that it Controls will have an open position (e.g., short sale) in the Common Stock prior to any Registration Statement
covering Conversion Shares held by such Purchaser being declared effective by the Commission, with the intent of covering such open position with
Common Stock being registered pursuant to such Registration Statement.  Each Purchaser hereby acknowledges and understands that the Commission has
taken the position that such an open position might constitute a violation of Section 5 of the Securities Act.
 

SECTION 10.5                    Compliance with Securities Laws.  Each Purchaser hereby covenants and agrees that it will at all times be in
compliance with any and all applicable federal and state securities and other laws, statutes and regulations regarding its ownership, and/or any sale, transfer or
hypothecation by it, of the Notes and the Conversion Shares, including, but not limited to, those applicable rules and regulations promulgated by the
Commission, FINRA and any exchange on which the Common Stock is listed.
 

SECTION 10.6                    Subordination Agreements.  The Noteholders agree to execute any subordination agreement(s) the Company and the
holders of such Senior Indebtedness may reasonably request to subordinate all of the Notes to any Senior Indebtedness described in Section 7.1(a) incurred by
the Company after the Closing Date.
 

SECTION 10.7                    Information Contained in Current Period Unaudited Financials.  Each Purchaser hereby acknowledges that the
financial information relating to the Company’s fiscal quarter ended March 31, 2013 contained in the Current Period Unaudited Financials constitutes
“material nonpublic information,” as that term is used in Rule 100(a) of Regulation FD promulgated by the Commission under the Exchange Act, of the
Company, and further acknowledges that such information was provided by the Company to such Purchaser (x) solely as required by the terms of
Section 3.4(a) of this Agreement, and (y) subject to such Purchaser’s express agreement to maintain that information in confidence, as contemplated by
Rule 100(b)(2)(ii) of Regulation FD.  Each Purchaser accordingly agrees and covenants with the Company that it will abstain from any trading in the
securities of the Company until such time as twenty-four (24) hours have elapsed from the time that the Company files with the Commission a Form 10-Q for
its fiscal quarter ended March 31, 2013.
 

ARTICLE 11
 

MISCELLANEOUS
 

SECTION 11.1                    Notices.  Except in the case of notices and other communications expressly permitted to be given by telephone all
notices and other communications provided for herein shall be in writing and shall be delivered by hand or overnight courier service, mailed by certified or
registered mail or sent by telecopier or email as follows:
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(i)            If to the Company at:

Impac Mortgage Holdings, Inc.
19500 Jamboree Road
Irvine, California 92612
Attention:
Telecopier No.:
Email:

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

 
K&L Gates, LLP
1 Park Plaza, Twelfth Floor
Irvine, California 92614
Attention:
Telecopier No.:
Email:

 
or at such other address as the Company shall have specified to the Noteholders in writing.
 

(ii)           If to a Purchaser:
 

To such Purchaser at the address specified for such communications in Schedule A hereto (or at such other address as such Purchaser shall have
specified to the Company in writing), with a copy to (which shall not constitute notice):
 
or at such other address as such Purchaser shall have specified to the Company in writing.
 

(iii)          If to any other Noteholder:
 

To such Noteholder at the address of such Noteholder appearing in the Security Register or such other address as such other Noteholder shall have
specified to the Company or the Company in writing.
 
Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be deemed to have been given when received; notices sent by
telecopier shall be deemed to have been given when sent (except that, if not given during normal business hours for the recipient, shall be deemed to have
been given at the opening of business on the next business day for the recipient), and notices sent by email shall be deemed to have been given when the
recipient thereof shall have confirmed receipt thereof.
 



SECTION 11.2                    Waivers; Amendment.
 

(a)           No failure or delay by any Noteholder in exercising any right or power hereunder or under any other Financing Document shall operate as
a waiver thereof, nor shall any single or partial exercise of any such right or power, or any abandonment or discontinuance of steps to enforce such a right or
power, preclude any other or further exercise thereof or the exercise of any other right or power.  The rights and remedies of each Noteholder hereunder and
under the other Financing Documents are cumulative and are not exclusive of any rights or remedies that they would otherwise have.  No waiver of any
provision of any Financing Document or consent to any departure by the Company therefrom shall in any event be effective unless the same shall be
permitted by Section 11.2(b), and then such waiver or consent shall be effective only in the specific instance and for the purpose for which given.
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(b)           This Agreement and the Notes may be amended, and the observance of any term hereof and thereof may be waived (either retroactively or

prospectively), with (and only with) the written consent of the Company and the Required Holders; provided, however, that no such amendment or waiver
may, without the prior written consent of each Noteholder affected thereby (or each Purchaser if prior to the Closing Date) (i) subject any Noteholder to any
additional obligation, (ii) reduce the principal of or change the rate of interest on any Note, (iii) postpone the date fixed for any payment of principal of or
interest on any Note, (iv) change the percentage of the aggregate principal amount of the Notes the Noteholders of which shall be required to consent or take
any other action under this Section 11.2(b) or any other provision of this Agreement or any Note, (v) impair the right of any Noteholder to receive payment of
principal and interest on such Noteholder’s Notes on or after the due dates therefor or to institute suit for the enforcement of any payment on or with respect
to such Noteholder’s Notes, (vi) adversely affect the ranking of the Notes, or (vii) change the currency in which amounts due under the Notes are payable.  No
amendment or waiver of this Agreement will extend to or affect any obligation, covenant, agreement, Default or Event of Default not expressly amended or
waived or thereby impair any right consequent thereon.  As used herein, the term this “Agreement” and references thereto shall mean this Agreement as it
may from time to time be amended or supplemented.
 

SECTION 11.3                    Expenses; Indemnity.
 

(a)           Expenses.  The Company agrees to pay, promptly upon demand:
 

(i)            all reasonable out-of-pocket costs and expenses incurred by the Purchasers, including the reasonable fees, charges and
disbursements of Advisors for the Purchasers in connection with the preparation, execution and delivery of the Financing Documents and
relating to any actual or proposed amendment, supplement or waiver of any of the Financing Documents (whether or not the transactions
contemplated hereby or thereby shall be consummated), and an underwriting fee relating to the Transactions payable to Plus Four Private
Equities, LP only upon and at the Closing in the amount of $50,000; provided that (x) if the sale and purchase of the Notes is consummated,
the Company shall not be liable for such costs and expenses incurred prior to the Closing Date in connection with the preparation, execution
and delivery of the Financing Documents to the extent such pre-Closing Date costs and expenses (excluding for this purpose the
underwriting fee) exceed in the aggregate $150,000; and (y) if this Agreement is terminated by either the Company or the Purchasers
pursuant to the provisions of Section 5.2 hereof, the Company’s maximum liability for such costs and expenses shall not exceed $50,000,
with the full amount of such costs and expenses due and payable immediately upon such termination; and
 
(ii)           all documentary and similar taxes and charges in respect of the Financing Documents.
 

For purposes of this Agreement, “Advisors” shall mean legal counsel (including local counsel), auditors, accountants, consultants, appraisers or other
advisors.
 

(b)           Issuer Indemnification.  The Company agrees to indemnify the Purchasers and the Noteholders, each of their Affiliates, and each of their
respective partners, controlling persons, directors, officers, trustees, employees, Advisors and agents (each such person being called a “Purchaser
Indemnitee”) against, and to hold each Purchaser Indemnitee harmless from, any and all losses, claims, damages (other than special, indirect, consequential
or punitive damages), liabilities, penalties, judgments, suits and related reasonable out-of-pocket expenses, including reasonable counsel fees, charges and
disbursements, incurred by or asserted against any Purchaser Indemnitee arising out of, in any way
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connected with, or as a result of (i) the execution, delivery or performance by the Company of the Financing Documents, (ii) any actual or proposed use of the
proceeds of the Notes, (iii) any actual or alleged presence or Release or threatened Release of Hazardous Materials, on, at, under or from any property owned,
leased or operated by the Company or any of its Subsidiaries at any time, or any Environmental Claim related in any way to the Company or any of its
Subsidiaries, or (iv) any actual or prospective claim, litigation, investigation or proceeding relating to any of the foregoing, whether based on contract, tort or
any other theory; provided that such indemnity shall not, as to any Purchaser Indemnitee, be available to the extent that such losses, claims, damages,
liabilities, penalties, judgments, suits or related expenses are determined by a court of competent jurisdiction by final and non-appealable judgment to have
resulted (x) from a material breach by such Purchaser Indemnitee of its obligations under the Financing Documents, or (y) primarily from the gross
negligence or willful misconduct of such Purchaser Indemnitee or its agents or representatives. No Purchaser Indemnitee referred to in this paragraph (b) shall
be liable for any damages arising from the use by unintended recipients of any information or other materials distributed by it through telecommunications,
electronic or other information transmission systems in connection with this Agreement or the other Financing Documents or the transactions contemplated
hereby or thereby.
 

(c)           Purchaser Indemnification.  Each Purchaser agrees severally, and not jointly with any other Purchasers, to indemnify the Company and
each of its Affiliates, and each of their respective partners, controlling persons, directors, officers, trustees, employees, Advisors and agents (each such person
being called an “Issuer Indemnitee”) against, and to hold each Issuer Indemnitee harmless from, any and all losses, claims, damages (other than special,
indirect, consequential or punitive damages), liabilities, penalties, judgments, suits and related reasonable out-of-pocket expenses, including reasonable
counsel fees, charges and disbursements, incurred by or asserted against any Issuer Indemnitee arising out of, in any way connected with, or as a result of
(i) any material breach of the representations, warranties, covenants or agreements of such Purchaser set forth herein, or (ii) any actual or prospective claim,
litigation, investigation or proceeding relating to any such breach, whether based on contract, tort or any other theory; provided that such indemnity shall not,
as to any Issuer Indemnitee, be available to the extent that such losses, claims, damages, liabilities, penalties, judgments, suits or related expenses are
determined by a court of competent jurisdiction by final and non-appealable judgment to have resulted (x) from a breach by the Company or such Issuer



Indemnitee of its obligations under the Financing Documents, or (y) primarily from the gross negligence or willful misconduct of the Company or such Issuer
Indemnitee or its agents or representatives.  No Issuer Indemnitee referred to in this paragraph (c) shall be liable for any damages arising from the use by
unintended recipients of any information or other materials distributed by it through telecommunications, electronic or other information transmission systems
in connection with this Agreement or the other Financing Documents or the transactions contemplated hereby or thereby.
 

SECTION 11.4                    Successors and Assigns; Third Party Beneficiaries.  The provisions of this Agreement shall be binding upon and
inure to the benefit of the parties hereto and their respective successors and assigns (including, without limitation, each subsequent holder of Notes) permitted
hereby, provided that the Company may not assign or otherwise transfer any of its rights or obligations hereunder without the prior written consent of the
Required Noteholders (and any attempted such assignment or transfer by the Company without such consent shall be null and void).  Nothing in this
Agreement, express or implied, shall be construed to confer upon any person (other than the parties hereto, their respective successors and assigns permitted
hereby and, to the extent expressly contemplated hereby, the other Purchaser Indemnitees and Issuer Indemnitees and (as to Section 11.3(a)(i) only) Plus Four
Private Equities, LP) any legal or equitable right, remedy or claim under or by reason of this Agreement.
 

SECTION 11.5                    Survival of Agreement.  All covenants, agreements, representations and warranties made by the Company in the
Financing Documents and in the certificates or other instruments delivered in connection with or pursuant to this Agreement or any other Financing
Document shall be considered to have been relied upon by the other parties hereto and shall survive the execution and delivery
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of the Financing Documents and the issuance of the Notes, regardless of any investigation made by any such other party or on its behalf and notwithstanding
that the Purchasers or the Noteholders may have had notice or knowledge of any Default or incorrect representation or warranty at the time any purchase of
the Notes is made hereunder, and shall continue in full force and effect as long as the Notes or any fee or any other amount payable under this Agreement or
any other Financing Document is outstanding and unpaid.  The provisions of Section 11.3 shall survive and remain in full force and effect regardless of the
consummation of the transactions contemplated hereby, the repayment or conversion of the Notes, the payment of the Obligations or the termination of this
Agreement or any provision hereof.
 

SECTION 11.6                    Counterparts; Integration; Effectiveness.  This Agreement may be executed in counterparts (and by different parties
hereto in different counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a single contract.  This
Agreement and the other Financing Documents constitute the entire contract among the parties relating to the subject matter hereof and thereof and supersede
any and all previous agreements and understandings, oral or written, relating to the subject matter hereof and thereof, including, without limitation, that
certain Summary of Terms, dated April 1, 2013, entered into by the Company and Plus Four Private Equities, LP.  This Agreement shall become effective
when it shall have been executed by the Company and each of the Purchasers and when the Company and each of the Purchasers shall have received executed
counterparts hereof which, when taken together, bear the signatures of each of the other parties hereto, and thereafter shall be binding upon and inure to the
benefit of the parties hereto and, to the extent provided herein, their respective successors and assigns permitted hereunder.  Delivery of an executed
counterpart of a signature page of this Agreement by telecopy shall be as effective as delivery of a manually executed counterpart of this Agreement.
 

SECTION 11.7                    Severability.  Any provision of this Agreement held to be invalid, illegal or unenforceable in any jurisdiction shall, as to
such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the validity, legality and enforceability of the
remaining provisions hereof; and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such provision in any other jurisdiction.
 

SECTION 11.8.                   Governing Law; Jurisdiction; Consent to Service of Process.
 

(a)           Governing Law.  This Agreement shall be construed in accordance with and governed by the law of the State of California, without regard
to conflicts of law principles that would require the application of the laws of another jurisdiction.
 

(b)           Submission to Jurisdiction.  The Company hereby irrevocably and unconditionally submits, for itself and its property, to the nonexclusive
jurisdiction of the courts of the State of California sitting in Orange County and of the United States District Court of the Central District of California, and
any appellate court from any thereof, in any action or proceeding arising out of or relating to any Financing Document, or for recognition or enforcement of
any judgment, and each of the parties hereto hereby irrevocably and unconditionally agrees that all claims in respect of any such action or proceeding may be
heard and determined in such California State or, to the extent permitted by law, in such federal court.  Each of the parties hereto agrees that a final judgment
in any such action or proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by
law.  Nothing in this Agreement or any other Financing Document shall affect any right that the Purchasers or any Noteholder may otherwise have to bring
any action or proceeding relating to this Agreement or any other Financing Document against the Company or its properties in the courts of any jurisdiction.
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(c)           Waiver of Venue.  The Company hereby irrevocably and unconditionally waives, to the fullest extent it may legally and effectively do so,

any objection which it may now or hereafter have to the laying of venue of any suit, action or proceeding arising out of or relating to this Agreement or any
other Financing Document in any court referred to in Section 11.8(b).  Each of the parties hereto hereby irrevocably waives, to the fullest extent permitted by
law, the defense of an inconvenient forum to the maintenance of such action or proceeding in any such court.
 

(d)           Service of Process.  Each party to this Agreement irrevocably consents to service of process in any action or proceeding arising out of or
relating to any Financing Document, in the manner provided for notices (other than telecopy and email) in Section 11.1.  Nothing in this Agreement or any
other Financing Document will affect the right of any party to this Agreement to serve process in any other manner permitted by applicable law.
 

SECTION 11.9                    Waiver of Jury Trial.  The Company hereby waives, to the fullest extent permitted by applicable Requirements of Law,
any right it may have to a trial by jury in any legal proceeding directly or indirectly arising out of or relating to this Agreement, any other Financing
Document or the transactions contemplated hereby (whether based on contract, tort or any other theory).  Each party hereto (a) certifies that no representative,
agent or attorney of any other party has represented, expressly or otherwise, that such other party would not, in the event of litigation, seek to enforce the
foregoing waiver and (b) acknowledges that it and the other parties hereto have been induced to enter into this Agreement by, among other things, the mutual
waivers and certifications in this Section.
 



SECTION 11.10                 Headings.  Article and Section headings used herein are for convenience of reference only, are not part of this
Agreement and shall not affect the construction of, or be taken into consideration in interpreting, this Agreement.
 

SECTION 11.11                 Confidentiality.  Each Purchaser and Noteholder agrees to maintain the confidentiality of, and to not use, the
Information (as defined below), except that Information may be disclosed (a) to its Affiliates and to its and its Affiliates’ respective partners, directors,
officers, employees and agents, including accountants, legal counsel and other Advisors (it being understood that the persons to whom such disclosure is
made will be informed of the confidential nature of such Information and instructed to keep such Information confidential pursuant to the terms hereof), (b) to
the extent requested by any regulatory authority, (c) to the extent required by applicable Requirements of Law or by any subpoena or similar legal process,
(d) to any other party to this Agreement, (e) in connection with the exercise of any remedies hereunder or under any other Financing Document or any suit,
action or proceeding relating to this Agreement or any other Financing Document or the enforcement of rights hereunder or thereunder, (f) subject to an
agreement containing provisions substantially the same as those of this Section 11.11, to (i) any transferee of, or any prospective transferee of, any Notes,
(ii) any actual or prospective counterparty (or its advisors) to any swap or derivative transaction relating to the Company or any Note, or (iii) any rating
agency for the purpose of obtaining a credit rating applicable to the Notes or the Company, (g) with the consent of the Company, (h) to the extent such
Information (x) is publicly available at the time of disclosure or becomes publicly available other than as a result of a breach of this Section 11.11 or
(y) becomes available to such Purchaser or Noteholder on a nonconfidential basis from a source other than the Company or any of its Subsidiaries; provided
that such source is not known by such disclosing party to be bound by confidentiality obligations to the Company or (i) to a person that is an investor or
prospective investor in such Noteholder or an affiliated investment vehicle that agrees that its access to information regarding the Company and its
Subsidiaries and the Notes is solely for purposes of evaluating an investment in such Noteholder or affiliated investment vehicle.  For the purposes of this
Section 11.11, “Information” shall mean all information received from the Company or any of its Subsidiaries relating to the Company or any of its
Subsidiaries or their business, that is clearly identified or reasonably identifiable at the time of delivery as confidential, other than any such information that is
available to the Purchasers or any Noteholder on a nonconfidential basis prior to disclosure by the Company or any of its Subsidiaries.  Any person required
to maintain the confidentiality of Information as provided in this Section 11.11 shall be
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considered to have complied with its obligation to do so if such person has exercised the same degree of reasonable care to maintain the confidentiality of
such Information as such person would reasonably accord to its own confidential information.  The Company agrees not to disclose the existence or terms of
this Agreement to any person other than the Company’s accountants and attorneys prior to the Closing Date, without the prior written consent of each of the
Purchasers, except to the extent required by applicable securities laws, rules and regulations.
 

SECTION 11.12                 Obligations Absolute.  To the fullest extent permitted by applicable Requirements of Law, all obligations of the
Company hereunder shall be absolute and unconditional irrespective of:
 

(a)           any bankruptcy, insolvency, reorganization, arrangement, readjustment, composition, liquidation or the like of the Company or any
Subsidiary;
 

(b)           any lack of validity or enforceability of any Financing Document or any other agreement or instrument relating thereto against the
Company (other than based upon a failure of consideration with respect thereto);
 

(c)           any change in the time, manner or place of payment of, or in any other term of, all or any of the Obligations, or any other amendment or
waiver of or any consent to any departure from any Financing Document or any other agreement or instrument relating thereto, as permitted by the terms
thereof;
 

(d)           any exchange, release or non-perfection of any collateral, or any release or amendment or waiver of or consent to any departure from any
guarantee, for all or any of the Obligations;
 

(e)           any exercise or non-exercise, or any waiver, of any right, remedy, power or privilege under or in respect hereof or any Financing
Document; or
 

(f)            any other circumstances which might otherwise constitute a defense available to, or a discharge of, the Company, other than as provided in
any Financing Document.
 

SECTION 11.13                 Absence of Personal Liability.  Each of the Purchasers and the Company hereby expressly acknowledge and agree that
with respect to each officers’ certificate and each other certificate required to be delivered pursuant to or in connection with this Agreement or any other
Financing Document, the person signing such certificate shall be deemed in so acting to be acting solely in a representative capacity on behalf of the
applicable certifying party, and no person signing such certificate shall have any personal civil liability with respect thereto or as a consequence thereof,
except for actions by such person involving fraud or willful misconduct.
 

SECTION 11.14                 Acknowledgment.  The Company hereby expressly (i) acknowledges the terms of this Agreement, (ii) ratifies and
affirms its obligations under the other Financing Documents and (iii) acknowledges its continued liability under all such Financing Documents in accordance
with the respective terms thereof.
 

SECTION 11.15                 Registration Rights.  The holders of the Conversion Shares shall have registration rights with respect to such shares of
Common Stock on the terms set forth in the Registration Rights Agreement, all of the terms and conditions of which are hereby fully incorporated into this
Agreement by this reference.
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SECTION 11.16                 Interest Rate Limitation.  Notwithstanding anything herein or in any Note to the contrary, if at any time the interest rate

applicable to any Note, together with all fees, charges and other amounts which are treated as interest on such Note under applicable Requirements of Law
(collectively, the “Charges”), shall exceed the maximum lawful rate (the “Maximum Rate”) which may be contracted for, charged, taken, received or



reserved by the Noteholder holding such Note in accordance with applicable Requirements of Law, the rate of interest payable in respect of such Note
hereunder, together with all Charges payable in respect thereof, shall be limited to the Maximum Rate.
 

SECTION 11.17                 Independent Nature of Purchasers’ Obligations and Rights.  The obligations of each Purchaser under this Agreement
and the other Financing Documents are several and not joint with the obligations of any other Purchaser, and no Purchaser shall be responsible in any way for
the performance of the obligations of any other Purchaser under any Financing Document.  Nothing contained herein or in any other Financing Document,
and no action taken by any Purchaser pursuant hereto or thereto, shall be deemed to constitute the Purchasers as, and the Company acknowledges that the
Purchasers do not so constitute, a partnership, an association, a joint venture or any other kind of group or entity, or create a presumption that the Purchasers
are in any way acting in concert or as a group or entity with respect to such obligations or the transactions contemplated by the Financing Documents or any
matters, and the Company acknowledges that the Purchasers are not acting in concert or as a group, and the Company shall not assert any such claim, with
respect to such obligations or the transactions contemplated by the Financing Documents.  The decision of each Purchaser to purchase a Note or Notes
pursuant to the Financing Documents has been made by such Purchaser independently of any other Purchaser.  Each Purchaser acknowledges that no other
Purchaser has acted as agent for such Purchaser in connection with such Purchaser making its investment hereunder and that no other Purchaser will be acting
as agent of such Purchaser in connection with the holding or monitoring of such Purchaser’s investment in the Notes or enforcing its rights under the
Financing Documents.  The Company and each Purchaser confirm that each Purchaser has independently participated with the Company in the negotiation of
the transactions contemplated hereby with the advice of its own legal counsel and other Advisors.  Each Purchaser shall be entitled to independently protect
and enforce its rights, including, without limitation, the rights arising out of this Agreement or out of any other Financing Document, and it shall not be
necessary for any other Purchaser to be joined as an additional party in any proceeding for such purpose.  The use of a single agreement to effectuate the
purchase and sale of the Notes contemplated hereby was solely in the control of the Company, not the action or decision of any Purchaser, and was done
solely for the convenience of the Company and not because it was required or requested to do so by any Purchaser.  It is expressly understood and agreed that
each provision contained in this Agreement and in each other Financing Document is between the Company and a Purchaser, solely, and not among the
Company and the Purchasers collectively, and not between and among the Purchasers.
 

[Signature Pages to Note Purchase Agreement Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Note Purchase Agreement to be duly executed by their respective authorized officers

as of the day and year first above written.
 
 
 

COMPANY
  
 

IMPAC MORTGAGE HOLDINGS, INC.
  
 

By: /s/ William S. Ashmore
 

Name: William S. Ashmore
 

Title: President
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PURCHASERS
  
 

RHP TRUST, Dated May 31, 2011
   
 

By: /s/ Richard H. Pickup
 

Name: Richard H. Pickup
 

Its: Trustee
   
   
 

VINTAGE TRUST II, Dated July 19, 2007
   
   
 

By: /s/ Todd Martin Pickup
 

Name: Todd Martin Pickup
 

Its: Trustee
   
   
 

By: /s/ Devon Renee Martin
 

Name: Devon Renee Martin
 

Its: Trustee
   
   
 

TD INVESTMENTS, LLC,
 

a Nevada limited liability company
   
   
 

By: /s/ Kevin C. Martin
 

Name: Kevin C. Martin
 

Its: Manager



   
   
 

LENAWEE TRUST,
 

Dated December 30, 1992, as reformed and restated
   
   
 

By: /s/ Gregory A. Busch
 

Name: Gregory A. Busch
 

Its: Trustee
   
   
 

By: /s/ John C. Peiffer II
 

Name: John C. Peiffer II
 

Its: Trustee
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STEPHAN BUSCH LIVING TRUST,
 

Dated February 13, 1989, as amended
  
  
 

By: /s/ Stephan Lynn Busch
 

Name: Stephan Lynn Busch
 

Its: Trustee
   
   
 

TRINITAS TRUST,
 

Dated May 31, 2005
   
   
 

By: /s/ Gregory A. Busch
 

Name: Gregory A. Busch
 

Its: Trustee
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SCHEDULE A

 
INFORMATION RELATING TO THE PURCHASERS OF THE NOTES

 
Purchaser

 
Principal Amount of Notes to be Purchased

 

    
RHP Trust, Dated May 31, 2011
2532 DuPont Drive
Irvine, California 92612
Attn: Richard H. Pickup, Trustee

 

$ 5,700,000.00
 

    
Vintage Trust II, Dated July 19, 2007
2532 DuPont Drive
Irvine, California 92612
Attn: Todd M. Pickup, Trustee

 

$ 9,775,000.00
 

    
TD Investments, LLC
1221 West Coast Highway
Newport Beach, California 92663
Attn: Kevin Martin, Manager

 

$ 3,525,000.00
 

    
Gregory A. Busch and John C. Peiffer II,
or successor Trustee(s),
as Trustees of the Lenawee Trust, Dated December
30, 1992, as reformed and restated
17 Stone Pine Drive
Newport Coast, California 92657
Attn: Gregory A. Busch

 

$ 550,000.00
 

    
Stephan Lynn Busch, or successor Trustee(s),
as Trustee of the Stephan Busch Living Trust, Dated
February 13, 1989, as amended
25992 Glen Canyon Drive

 

$ 300,000.00
 



Laguna Hills, California 92653
Attn: Stephan L. Busch
    
Gregory A. Busch,
Trustee of the Trinitas Trust, Dated May 31, 2005
17 Stone Pine Drive
Newport Coast, California 92657
Attn: Gregory A. Busch

 

$ 150,000.00
 

 

 
DISCLOSURE SCHEDULE

 

 
EXHIBIT A

 
FORM OF CONVERTIBLE PROMISSORY NOTE

 

 
EXHIBIT B

 
REGISTRATION RIGHTS AGREEMENT

 

 
EXHIBIT I

 
CORPUS OF SECTION 5.1(c) LEGAL OPINION

 



Exhibit 10.2
 

EXHIBIT A
 

[Form of]
CONVERTIBLE PROMISSORY NOTE

 
THE SECURITY REPRESENTED BY THIS CERTIFICATE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE “SECURITIES ACT”), OR QUALIFIED UNDER ANY STATE SECURITIES LAWS AND MAY NOT BE
TRANSFERRED, SOLD OR OTHERWISE DISPOSED OF EXCEPT WHILE A REGISTRATION STATEMENT IS IN EFFECT OR
PURSUANT TO AN AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT AND APPLICABLE STATE
SECURITIES LAWS.  THE HOLDER OF THIS SECURITY IS SUBJECT TO THE TERMS OF THE NOTE PURCHASE
AGREEMENT, DATED AS OF APRIL 29, 2013 (THE “PURCHASE AGREEMENT”), AMONG IMPAC MORTGAGE
HOLDINGS, INC., A MARYLAND CORPORATION (THE “COMPANY”), AND THE PURCHASERS NAMED THEREIN.  A COPY OF
SUCH PURCHASE AGREEMENT IS AVAILABLE AT THE OFFICES OF THE COMPANY.
 

CONVERTIBLE PROMISSORY NOTE DUE 2018
 

No.
 

$
 

Impac Mortgage Holdings, Inc., a corporation duly organized and existing under the laws of Maryland (herein called the “Company,” which term
includes any successor person under the Purchase Agreement), for value received, hereby promises to pay to [                            ], or registered assigns, the
principal sum of [                      ] DOLLARS ($[                  ]) on or before April 30, 2018 (the “Stated Maturity Date”) in accordance with the terms of this
Note.
 

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all purposes have
the same effect as if set forth at this place.
 

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed under its corporate seal.
 
Dated:                            , 2013

 
   

IMPAC MORTGAGE HOLDINGS, INC.
    
   

By:
 

   

Name:
 

   

Title:
 

     
Attest:

    

     
By:

    

Title:
 

   

 

 
[Form of Reverse of Note]

 
1.                                      General.  This Note is one of a duly authorized issue of Notes of the Company designated as its Convertible Promissory Notes Due 2018

(the “Notes”), limited in aggregate principal amount to $20,000,000, in each case, issued pursuant to the Note Purchase Agreement, dated as of April 29,
2013 (the “Purchase Agreement”), among the Company and the Purchasers named therein, to which Purchase Agreement and all amendments thereto
reference is hereby made for a statement of the respective rights, limitations of rights, duties and immunities thereunder of the Company and the Noteholders
(including both the Purchasers and subsequent holders of the Notes) and of the terms upon which the Notes are, and are to be, issued and delivered.
 

Payments of principal and interest on this Note shall be made, in accordance with the Purchase Agreement and subject to applicable laws
and regulations, by wire transfer in immediately available funds to such account as any holder hereof shall designate by written instructions received by the
Company no less than 5 days prior to any applicable Interest Payment Date (as defined infra) or other applicable payment date hereunder, which wire
instruction shall continue in effect until such time as the holder otherwise notifies the Company or such holder no longer is the registered owner of this Note.
 

2.                                      Payments of Principal and Interest.  The Company promises to pay interest on the outstanding principal amount of this Note from the
date of issuance of this Note (or any Predecessor Note), or from the most recent Interest Payment Date to which interest has been paid or duly provided for,
quarterly in arrears on March 31, June 30, September 30 and December 31 in each year commencing June 30, 2013 (each, an “Interest Payment Date”) and
on the Stated Maturity Date, at an interest rate equal to 7.5% per annum until the principal hereof is fully repaid; provided, however, that if any Interest
Payment Date falls on a date which is not a Business Day, interest due on such Interest Payment Date shall be paid on the Business Day immediately
preceding such Interest Payment Date; provided, further, that such interest payment shall include interest accruing to the calendar day immediately preceding
such Interest Payment Date.  Principal on this Note shall be due and payable in full on the Stated Maturity Date.
 

To the extent that the payment of such interest shall be legally enforceable, in the event of any Default on this Note, (x) the interest rate
borne by this Note shall immediately increase by, and (y) any principal of, or installment of interest on, this Note which is overdue shall bear interest, in each
case, at the rate of 2% per annum in excess of the rate of interest then borne by this Note from the date of such Default until cured or waived.
 

Interest on this Note shall be computed on the basis of a 360 day year of twelve (12) months each comprised of thirty (30) days.
 

All interest and principal payable on any Interest Payment Date or other applicable payment date hereunder will, as provided in the
Purchase Agreement, be paid to the person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on the “Regular
Record Date”, which shall be the fifteenth calendar day (whether or not a Business Day) immediately preceding such Interest Payment Date or other



applicable payment date.  Notwithstanding the foregoing, if this Note is issued after a Regular Record Date and prior to the first Interest Payment Date, the
record date for the first Interest Payment Date hereunder shall be the original issue date.
 

3.                                      Prepayment.  This Note may not be prepaid, in whole or in part, without the prior written consent of the holder of this Note (except as
permitted by clause (i) of Section 6 of this Note).
 

4.                                      OMITTED.
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5.                                      Conversion.

 
(a)                                 Optional Conversion by Holder.  Subject to and in accordance with the provisions of this Section 5, at any time through to and

including the Stated Maturity Date, the holder hereof may elect, in its sole discretion, to effect the conversion of all or any portion of the outstanding principal
under this Note into shares of the Common Stock (“Conversion”).  The number of shares of Common Stock into which the outstanding principal under this
Note shall be converted pursuant to this Section 5(a) shall be determined by dividing the amount of such principal the holder hereof has elected to convert by
$10.875 (including as adjusted pursuant to the terms of this Section 5, the “Conversion Price”).  The Conversion Price, and the number and nature of the
securities into which this Note is convertible, are subject to adjustment as provided in Section 5(f) hereof.  Upon such Conversion, the entire amount of
accrued and unpaid interest (and all other amounts owing) under this Note through the effective date of Conversion shall be immediately due and payable in
cash to the holder of this Note, and such date shall thereupon be deemed an Interest Payment Date for purposes of Section 2 hereof.
 

(b)                                 Manner of Effecting Section 5(a) Conversion.  If the holder hereof elects to effect a Conversion pursuant to Section 5(a) hereof,
the holder hereof shall deliver, in accordance with the provisions of Section 11.1 of the Purchase Agreement, a duly executed written notice to the Company
of such election specifying the amount of principal to be converted (the “Conversion Notice”), and in such event the Conversion shall be deemed to have
been effected at the close of business on the date such Conversion Notice is given.  Upon any Conversion of this Note pursuant to Section 5(a) hereof, the
rights of the holder hereof with respect to the outstanding principal thereby converted shall cease, and the holder hereof shall thereupon be deemed to have
become the holder of record of the shares of Common Stock (or other securities) into which this Note shall have been converted, provided that, if the holder
hereof elects to convert only a portion of the outstanding principal pursuant to Section 5(a) hereof, then the Company will promptly deliver a new note to the
holder hereof, on the same terms and conditions as this Note, with respect to the portion of the outstanding principal that is not converted (the “New Note”). 
Concurrently with the delivery of a Conversion Notice, the holder hereof shall surrender this Note to the Company.  Promptly upon its receipt of a Conversion
Notice, the Company shall (i) deliver to or upon the written order of the holder hereof a certificate or certificates for the number of shares of Common Stock
(or other securities) issuable upon such Conversion, (ii) make a cash payment to the holder in respect of any fraction of a share as provided in
Section 5(e) hereof and in the amount required pursuant to the last sentence of Section 5(a) hereof, and (iii) if applicable, deliver a New Note to the holder
hereof as set forth in this Section 5(b).
 

(c)                                  Optional Conversion by Company.  In the event that the market price per share of the Common Stock, as measured by the average
volume-weighted closing stock price per share of the Common Stock on the NYSE MKT (or any other U.S. national securities exchange then serving as the
principal such exchange on which the shares of Common Stock are listed) for any twenty (20) trading days in any period after the Closing Date of thirty (30)
consecutive trading days, reaches the level of $16.31 (as adjusted, mutatis mutandis, pursuant to the adjustment principles set forth in Section 5(f) infra) (the
“Optional Conversion Threshold”), then the Company shall have the right, but not the obligation, to effect, without the consent of any holder of a Note, the
Conversion of the entire outstanding principal balance of all of the Notes, and no lesser portion thereof, into shares of Common Stock at the Conversion Price,
subject to the adjustment provision of Section 5(f) hereof.  Upon such Conversion, the entire amount of accrued and unpaid interest (and all other amounts
owing) under this Note through the effective date of Conversion shall be immediately due and payable in cash to the holder of this Note.  In addition, if the
Conversion effected pursuant to this Section 5(c) occurs prior to the third anniversary of the Closing Date, the entire amount of the interest under this Note
through said third anniversary that is forgone by the holder of this Note as a result of the occurrence of this Conversion shall also be immediately due and
payable in cash to said holder.

 
3

 
(d)                                 Manner of Effecting Section 5(c) Conversion.  The Company may exercise the right provided in Section 5(c) hereof by delivering

a written notice of exercise (which shall include in reasonable detail the Company’s bases for concluding that the Optional Conversion Threshold has been
attained) (the “Company Conversion Notice”), in accordance with the provisions of Section 11.1 of the Purchase Agreement, to the holder of each Note not
less than fifteen (15) calendar days prior to the effective date of the subject Conversion, which effective date may not be more than thirty (30) calendar days
after the date that the Optional Conversion Threshold was attained, as set forth in the Company Conversion Notice, and in such event the Conversion shall be
deemed to have been effected at the close of business on the date such Company Conversion Notice is given.  Upon any Conversion of this Note pursuant to
Section 5(c) hereof, the rights of the holder hereof with respect to the outstanding principal thereby converted shall cease, and the holder hereof shall
thereupon be deemed to have become the holder of record of the shares of Common Stock (or other securities) into which this Note shall have been
converted.  Upon receipt of the Company Conversion Notice, the holder hereof shall surrender this Note to the Company, and the Company shall thereupon
(i) deliver to or upon the written order of the holder hereof a certificate or certificates for the number of shares of Common Stock (or other securities) issuable
upon such Conversion, and (ii) make a cash payment to the holder in respect of any fraction of a share as provided in Section 5(e) hereof and in the amount
required pursuant to the last two sentences of Section 5(c) hereof.
 

(e)                                  Fractional Shares.  No fractional shares shall be issued upon any Conversion.  Instead of any fractional share which would
otherwise be issuable upon a Conversion, the Company shall pay a cash amount to the holder of this Note in respect of such fractional share in an amount
based upon (i) the closing price of the Common Stock on the trading day immediately preceding the date of such Conversion on the principal national
securities exchange on which the Common Stock is then listed, or (ii) if the Common Stock is not then so listed, the current fair market value of a share of
Common Stock as determined in good faith by the Board of Directors of the Company.
 

(f)                                   Adjustments.  The Conversion Price and the aggregate number and nature of the securities issuable upon the exercise of this Note
(the “Conversion Rate”) shall be subject to adjustment from time to time upon the occurrence of the events enumerated in this Section 5(f), as follows.
 

If the Company:



 
(1)                                 pays a dividend or makes any other distribution on the Common Stock in shares of the Common Stock or other capital

stock of the Company; or
 

(2)                                 subdivides, combines or reclassifies the outstanding shares of Common Stock;
 
then, in each case, the Conversion Rate and the Conversion Price in effect immediately prior to such action shall be proportionately adjusted so that the holder
of this Note may upon payment of the same aggregate Conversion Price payable immediately prior to such action receive the aggregate number and kind of
shares of capital stock of the Company which the holder would have owned immediately following such action if this Note had been converted immediately
prior to such action.
 

Any such adjustment shall become effective immediately after the record date of such dividend or distribution or the effective date of such
subdivision, combination or reclassification.
 

If after an adjustment the holder of this Note upon conversion of this Note may receive shares of two or more classes of capital stock of the
Company, the Board of Directors of the Company
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shall determine the allocation of the adjusted Conversion Price between the classes of capital stock.  After such allocation, the Conversion Rate and the
Conversion Price of each such class of capital stock shall thereafter be subject to adjustment on terms comparable to those applicable to Common Stock in
this Section 5(f).
 

Such adjustment shall be made successively whenever any event listed above shall occur.
 

In the event of any such adjustment, a Financial Officer of the Company shall, within three (3) Business Days thereof, notify the holder of
this Note, in accordance with the provisions of Section 11.1 of the Purchase Agreement, of such adjustment and, in reasonable detail, the method of
computing the adjusted Conversion Rate and the adjusted Conversion Price.
 

(g)                                  Registration Rights.  Pursuant to Section 11.15 of the Purchase Agreement, all of the shares of Common Stock issuable upon a
Conversion pursuant to this Section 5 (as well as upon a Conversion pursuant to Section 6 hereof) shall have the benefit of registration rights on the terms set
forth in the Registration Rights Agreement.
 

(h)                                 Pre-Conversion Dividends.  Upon the occurrence of any Conversion pursuant to this Section 5 (as well as upon a Conversion
pursuant to Section 6 hereof), the Company shall, within three (3) Business Days thereof, pay to the holder of this Note (x) the sum of the applicable per share
amounts of each cash dividend and other cash distribution paid by the Company with respect to all shares of Common Stock during the period commencing
on the Closing Date and ending on the effective date of such Conversion, as if such Conversion had occurred immediately prior to the record date for said
dividend or other distribution at the Conversion Price in effect immediately prior to said record date, (y) less the amount of all interest paid by the Company
under this Note prior to the date of said dividend or distribution.
 

6.                                      Change in Control.  Notwithstanding any other provision of this Note, upon the occurrence of one or more events constituting a Change in
Control, and on each such occasion during the term of this Note, the holders holding a majority of the outstanding principal balance of the Notes (the
“Electing Holders”) shall have the right, in their sole and absolute discretion, by written election, to either (i) cause each of the outstanding Notes, and all
amounts of unpaid principal, accrued but unpaid interest and other amounts owing thereunder, to become immediately due and payable in full simultaneously
with such occurrence; (ii) cause the entire unpaid principal balance of each outstanding Note to be converted as of the logical instant immediately prior to
such occurrence into shares of the Common Stock at a conversion price per share equal to the Conversion Price as then in effect, with the entire amount of
accrued but unpaid interest and other amounts owing under each Note becoming immediately due and payable in cash to the holder of said Note; or (iii) cause
the outstanding Notes, and all of the terms and provisions thereof, to continue in full force and effect notwithstanding the occurrence of said Change in
Control.  The Company shall provide each holder of a Note written notice of any contemplated Change in Control, specifying with reasonable particularity
the nature, terms and contemplated timing thereof, not less than fifteen (15) Business Days prior to the scheduled or first anticipated date of the
consummation thereof.  The holders of the Notes shall have ten (10) Business Days from the date such notice is given to respond to the Company in writing
with respect to electing the option set forth in either clause (i), (ii) or (iii) supra.  In the event that the Electing Holders fail to make timely any such election,
they will be deemed to have made the election set forth in clause (iii).  In the event that the Electing Holders elect the option set forth in clause (i) or (ii), the
Company shall promptly take all necessary and desirable actions to effectuate the full payment, or entire conversion of the aggregate principal balance, as
applicable, of all of the Notes.
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7.                                      Events of Default.  If an Event of Default shall occur and be continuing, the principal of this Note may be declared, or may automatically

become, due and payable in the manner and with the effect provided in the Purchase Agreement.
 

8.                                      Amendments, Modifications and Waivers.  The Purchase Agreement permits, with certain exceptions as therein provided, the amendment
thereof and of the Notes and the modification of the rights and obligations of the Company and certain rights of the Noteholders under the Purchase
Agreement and the Notes at any time by the Company with the consent of the Required Holders.  The Purchase Agreement also contains provisions
permitting the Required Holders, on behalf of the Noteholders of all the Notes, to waive compliance by the Company with certain provisions of the Purchase
Agreement and of the Notes and past defaults under the Purchase Agreement and their consequences.  Any such consent or waiver shall be conclusive and
binding upon such Noteholder and upon all future Noteholders of any Note issued upon the registration of transfer hereof or in exchange herefor or in lieu
hereof, whether or not notation of such consent or waiver is made upon this Note.
 

9.                                      Restrictions on Transfer; Registration of Transfer.  This Note is subject to restrictions on transfer as set forth in the Purchase
Agreement.  As provided in the Purchase Agreement and subject to certain limitations therein set forth, the transfer of this Note is registrable in the Security
Register, upon surrender of this Note for registration of transfer at the principal offices of the Company, duly endorsed by, or accompanied by a written



instrument of transfer in form satisfactory to the Company duly executed by, the holder hereof or its attorney duly authorized in writing, and thereupon one or
more new Notes, of authorized denominations and for the same aggregate principal amount, will be issued to the designated transferee or transferees.
 

The Notes are issuable only in registered form without coupons in denominations authorized under the Purchase Agreement.  As provided
in the Purchase Agreement and subject to certain limitations therein set forth, Notes are exchangeable for a like aggregate principal amount of Notes of a
different authorized denomination, as requested by the Noteholder surrendering the same.
 

No service charge shall be made for any such registration of transfer or exchange.
 

Prior to due presentment of this Note for registration of transfer as permitted by the terms of the Purchase Agreement, the Company and any
agent of the Company may treat the person in whose name this Note is registered as the owner hereof for all purposes, whether or not this Note be overdue,
and neither the Company nor any such agent shall be affected by notice to the contrary.
 

10.                               Notice of Certain Events.  If the Company proposes at any time (a) to declare any dividend or distribution upon its shares of Common
Stock (or other class of its securities into which this Note may be converted), other than a cash dividend or distribution as referenced in Section 5(h) hereof,
whether in property, stock or other securities (including, without limitation, stock or other securities of any subsidiary of the Company, whether in connection
with a spin-off of such subsidiary, or otherwise); (b) to offer rights for subscription pro rata to the holders of any class  securities into which this Note may be
converted; (c) to effect any reclassification or recapitalization of any class of securities into which this Note may be converted; or (d) to merge or consolidate
with or into any other corporation, or sell, lease, license, or convey all or substantially all of its assets, or to liquidate, dissolve or wind up; then, in connection
with each such event, the Company shall give the holder of this Note (x) at least fifteen (15) days’ prior written notice of the date on which a record will be
taken for such dividend, distribution or subscription rights (and specifying the date on which the holders of the applicable securities will be entitled thereto) or
for determining the rights, if any, of holders of such securities to vote in respect of the matters referred to in (c) and (d) above; and (y) in the case of the
matters referred to in (c) and (d) above at least fifteen (15) days’ prior written notice of the date when the same will take place (and specifying
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the date on which the holders of the applicable securities will be entitled to exchange such securities for securities or other property deliverable upon the
occurrence of such event.
 

11.                               Miscellaneous.  All terms used in this Note which are defined in the Purchase Agreement and not otherwise defined in this Note shall have
the meanings respectively assigned to them in the Purchase Agreement.
 

THIS NOTE SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF
CALIFORNIA, WITHOUT REGARD TO CONFLICTS OF LAW PRINCIPLES THAT WOULD REQUIRE THE APPLICATION OF THE
LAWS OF ANOTHER JURISDICTION.
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Exhibit 10.3
 

EXHIBIT B
 

REGISTRATION RIGHTS AGREEMENT
 

1.                                      Definitions.  As used herein, the following terms shall have the following meanings.
 

“Agreement” means the Note Purchase Agreement to which this Registration Rights Agreement is an Exhibit.
 

“Company Registrable Securities” means newly issued shares of the Common Stock to be offered pursuant to a registration statement
under the Securities Act.
 

“Person” means an individual, a partnership, a corporation, an association, a joint stock company, a limited liability company, a trust, a
joint venture, an unincorporated organization or a governmental entity or any department, agency or political subdivision thereof.
 

“Registrable Securities” means the Conversion Shares (including the shares of Common Stock or other capital stock of the Company, if
any, issued as a dividend or other distribution with respect to, or in exchange for or in replacement of, such Conversion Shares) owned by any Purchaser, or
by any Person who acquires such Conversion Shares from said Purchaser and is a permitted assignee thereof under Section 10 hereof, until (x) a registration
statement covering such shares of Common Stock has been declared effective by the SEC and such securities have been disposed of pursuant to such effective
registration statement, or (y) all such securities may be sold pursuant to Rule 144 within a three (3) month period.  For purposes of this Registration Rights
Agreement, a Person will be deemed to be a holder of Registrable Securities whenever such Person has the right to acquire directly or indirectly such
Registrable Securities (upon conversion or otherwise, but disregarding any restrictions or limitations upon the exercise of such right), whether or not such
acquisition has actually been effected.
 

“Registration Expenses” means all expenses incident to the Company’s performance of or compliance with this Registration Rights
Agreement, including, without limitation: (i) all registration and filing fees; (ii) fees and expenses of counsel to the Company relating to compliance with
securities or blue sky laws (including fees and expenses of counsel in connection with blue sky qualifications of the securities registered); (iii) printing,
messenger and delivery expenses; (iv) internal expenses of the Company (including all salaries and expenses of its officers and employees performing legal or
accounting duties); (v) fees and expenses of counsel for the Company (but not of separate counsel for the selling stockholders) and fees and expenses for
independent certified public accountants retained by the Company (including the expenses of any comfort letters or costs associated with the delivery by
independent certified public accountants of a comfort letter or comfort letters); (vi) fees and expenses of any special experts retained by the Company in
connection with such registration; (vii) fees and expenses in connection with any review of underwriting arrangements by the Financial Industry Regulatory
Authority; and (viii) fees and expenses of underwriters customarily paid by issuers or sellers of securities (but not including any underwriting discounts or
commissions attributable to the sale of Registrable Securities).
 

“Rule 144” means Rule 144 promulgated under the Securities Act (or any similar rule then in force).
 

“SEC” means the Securities and Exchange Commission.
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Unless otherwise defined in this Registration Rights Agreement, all capitalized terms used in this Registration Rights Agreement shall have

the meanings respectively ascribed to them in the Agreement.
 

2.                                      Demand Registrations.
 

(a)                                 Request for Registration.  Subject to Section 2(b) and 2(c) hereof, at any time and from time to time following the Closing Date,
the holders of a majority of the Registrable Securities may request registration, whether underwritten or otherwise, under the Securities Act of all or part of
their Registrable Securities on Form S-1 or any similar long form registration (“Long Form Registrations”) or on Form S-3 or any similar short form
registration (“Short Form Registrations”), if available.  Each request for a Long Form Registration or Short Form Registration shall specify the approximate
number of Registrable Securities requested to be registered and the anticipated per share price range for such offering.  Within ten (10) days after receipt of
any such request for a Long Form Registration or Short Form Registration, the Company will give written notice of such requested registration to all other
holders of Registrable Securities and will include (subject to the provisions of this Registration Rights Agreement) in such registration, all Registrable
Securities with respect to which the Company has received written requests for inclusion therein within twenty (20) days after the receipt of the Company’s
notice.  The Company shall, once during the 12 month period commencing on the date on which a request for registration is made under this Section 2(a),
have the right to delay filing the registration statement with respect thereto for a period of not more than 90 days; provided the Company shall have furnished
to holders of the Registrable Securities requesting such registration statement a certificate signed by the Chairman of the Board of the Company stating that in
the good faith judgment of the Board it would be materially detrimental to the Company and its stockholders for such registration statement to be filed,
become effective or to remain effective as long as such registration statement would otherwise be required to remain effective because such filing or
effectiveness (x) would materially interfere with a significant acquisition, corporate reorganization or other similar transaction involving the Company,
(y) would require premature disclosure of material information that the Company has a bona fide business purpose for preserving as confidential, or (z) would
render the Company unable to comply with requirements under the Securities Act or Exchange Act.  All registrations requested pursuant to this
Section 2(a) are referred to herein as “Demand Registrations.”
 

(b)                                 Long Form Registrations.  The holders of a majority of the Registrable Securities will be entitled to request two (2) Long
Form Registrations, in which the Company will pay all Registration Expenses.  A registration will not count as a permitted Long Form Registration until it
has become effective.
 

(c)                                  Short Form Registrations.  In addition to the Long Form Registrations provided pursuant to Section 2(b) hereof, the holders of a
majority of the Registrable Securities will be entitled to request up to a maximum of four (4) Short Form Registrations, in which the Company will pay all
Registration Expenses.  Demand Registrations will be Short Form Registrations whenever the Company is permitted to use any applicable short form for the
offer and sale of securities by selling stockholders in an offering not deemed to be a “primary offering” by the staff of the SEC. For so long as the Company is



subject to the reporting requirements of the Exchange Act, the Company will use its commercially reasonable efforts to make Short Form Registrations
available for the sale of Registrable Securities.
 

(d)                                 Priority on Demand Registrations.  The Company will not include in any Long Form Registration or Short Form Registration any
securities (other than Company Registrable Securities) which are not Registrable Securities without the prior written consent of the holders of at least a
majority of the Registrable Securities included in such registration.  If a Long Form Registration or a Short Form Registration is an underwritten offering and
the managing underwriters advise the Company in writing
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that in their good faith opinion the inclusion of any other securities in the offering would adversely affect the marketability of the offering, then such other
securities shall not be permitted to be included.  Additionally, if in connection with such an offering, the managing underwriters advise the Company in
writing that in their opinion the number of Registrable Securities and, if permitted hereunder, other securities requested to be included in such offering
exceeds the number of Registrable Securities and other securities, if any, which can be sold therein without adversely affecting the marketability of the
offering, the Company will include in such registration (i) first, the Registrable Securities requested to be included in such registration, and (ii) second (x) if
no Company Registrable Securities are requested to be included in such registration, the other securities requested to be included in such registration pro rata
among the holders of such other securities based on the number of shares of such other securities owned by each such holder, and (y) if Company Registrable
Securities are requested to be included in such registration, the number of such other securities and Company Registrable Securities requested to be included
in such registration pro rata among Company Registrable Securities and the holders of such other securities based on the number of shares of such other
securities and Company Registrable Securities requested to be included therein.  Any Persons other than holders of Registrable Securities who participate in
Demand Registrations must pay their share of the Registration Expenses incurred in connection therewith.

 
(e)                                  Selection of Underwriters.  The Company shall have the exclusive right to select the underwriter(s) and manager(s) for any

Demand Registration that is an underwritten offering; provided that the Company shall use its commercially reasonable efforts to engage a qualified
underwriter.  The Company in exercising such right in good faith shall be under no obligation to select any Person that is not a broker-dealer with nationally
recognized standing as a securities underwriter, and the holders of the Registrable Securities hereby expressly acknowledge that no such Person may be
willing to act as an underwriter or manager for any such Demand Registration or, if willing, may not be willing to do so on reasonable and/or standard terms
and conditions applicable to such underwritings generally.
 

3.                                      Piggyback Registrations.
 

(a)                                 Right to Piggyback.  Whenever the Company proposes to register any of its Common Stock under the Securities Act (other than
pursuant to a Demand Registration, and other than pursuant to a registration statement on Form S-8 or S-4 or any similar form or in connection with a
registration the primary purpose of which is to register debt securities) and the registration form to be used may be used for the registration of Registrable
Securities (a “Piggyback Registration”), the Company will give prompt written notice to all holders of Registrable Securities of its intention to effect such a
registration and will include in such registration all Registrable Securities with respect to which the Company has received written requests for inclusion
therein within twenty (20) days after the receipt of the Company’s notice; provided that (y) if such registration involves an underwritten public offering, all
holders of Registrable Securities must sell their Registrable Securities included therein to the underwriters on the same terms and conditions as applicable to
the Company and the other holders of Registrable Securities included therein and (z) if, at any time after giving written notice of its intention to register any
Common Stock pursuant to this Section 3(a) and prior to the effective date of the registration statement filed in connection with such registration, the
Company shall determine for any reason not to register such Common Stock, the Company shall give written notice thereof to all such holders of Registrable
Securities and, thereupon, shall be relieved of its obligation to register any Registrable Securities in connection with such registration.
 

(b)                                 OMITTED.
 

(c)                                  Priority on Underwritten Primary Registrations.  If a Piggyback Registration is an underwritten primary registration on behalf of
the Company, the Company will include in such
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registration all Registrable Securities requested to be included in such registration; provided, that if the managing underwriters advise the Company in writing
that in their good faith opinion the inclusion of any Registrable Securities in such offering would adversely affect the marketability of the offering, then such
Registrable Securities shall not be permitted to be included; and provided further, that if in connection with such offering, the managing underwriters advise
the Company in writing that in their opinion the number of securities requested to be included in such registration exceeds the number which can be sold in
such offering without adversely affecting the marketability of the offering, the Company will include in such registration (i) first, the securities the Company
proposes to sell, (ii) second, the Registrable Securities requested to be included in such registration pro rata among the holders of such Registrable Securities
on the basis of the number of shares of Registrable Securities owned by each such holder, and (iii) third, at the Company’s discretion, other securities, if any,
requested to be included in such registration.
 

(d)                                 Priority on Underwritten Secondary Registrations.  If a Piggyback Registration is an underwritten secondary registration on behalf
of holders of the Company’s securities, and the managing underwriters advise the Company in writing that in their good faith opinion the inclusion of any
Registrable Securities in the offering would adversely affect the marketability of the offering, then such Registrable Securities shall not be permitted to be
included.  Additionally, if in connection with such an offering, the managing underwriters advise the Company in writing that in their opinion the number of
securities requested to be included in such registration exceeds the number which can be sold in such offering without adversely affecting the marketability of
the offering, the Company will include in such registration (i) first, the securities requested to be included therein by the holders requesting such registration,
(ii) second, the Registrable Securities requested to be included in such registration pro rata among the holders of such Registrable Securities on the basis of
the number of shares of Registrable Securities owned by each such holder, and (iii) third, at the Company’s discretion, other securities requested to be
included in such registration not covered by clause (i) above.
 

4.                                      OMITTED.
 



5.                                      Registration Procedures.  Whenever the holders of Registrable Securities have requested that any Registrable Securities be registered
pursuant to Section 2 or 3 hereof, the Company will, subject to the provisions hereof, use its reasonable best efforts to effect the registration and the sale of
such Registrable Securities in accordance with the intended method of disposition thereof, and pursuant thereto the Company will as expeditiously as
possible:
 

(a)                                 prepare and file with the SEC a registration statement with respect to such Registrable Securities and use its reasonable best efforts
to cause such registration statement to become effective (provided that before filing a registration statement or prospectus or any amendments or supplements
thereto, the Company will furnish to the counsel selected by the holders of a majority of the Registrable Securities covered by such registration statement
copies of all such documents proposed to be filed);
 

(b)                                 OMITTED.
 

(c)                                  prepare and file with the SEC such amendments and supplements to such registration statement and the prospectus used in
connection therewith as may be necessary to keep such registration statement effective for a period of twenty-four (24) months (or such shorter period during
which all Registrable Securities covered thereby have been sold thereunder, or until such time as all Registrable Securities may be sold under Rule 144 within
a three (3) month period) and comply with the provisions of the Securities Act with respect to the disposition of all securities covered by such
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registration statement during such period in accordance with the intended methods of disposition by the sellers thereof set forth in such registration statement;

 
(d)                                 furnish to each seller of Registrable Securities such number of copies of such registration statement, each amendment and

supplement thereto, the prospectus included in such registration statement (including each preliminary prospectus) and such other documents as such seller
may reasonably request in order to facilitate the disposition of the Registrable Securities owned by such seller;
 

(e)                                  use its reasonable best efforts to register or qualify such Registrable Securities under such other securities or blue sky laws of such
jurisdictions as any seller reasonably requests and do any and all other acts and things which may be reasonably necessary or advisable to enable such seller
to consummate the disposition in such jurisdictions of the Registrable Securities owned by such seller (provided that the Company will not be required to
(i) qualify generally to do business in any jurisdiction where it would not otherwise be required to qualify but for this subsection, (ii) subject itself to taxation
in any such jurisdiction, or (iii) consent to general service of process (i.e., service of process which is not limited solely to securities law violations) in any
such jurisdiction);
 

(f)                                   notify each seller of such Registrable Securities, at any time when a prospectus relating thereto is required to be delivered under
the Securities Act, of the happening of any event as a result of which the prospectus included in such registration statement contains an untrue statement of a
material fact or omits any fact necessary to make the statements therein, in the context in which they were made, not misleading, and, at the request of any
such seller, the Company will promptly prepare a supplement or amendment to such prospectus so that, as thereafter delivered to the purchasers of such
Registrable Securities, such prospectus will not contain an untrue statement of a material fact or omit to state any fact necessary to make the statements
therein, in the context in which they were made, not misleading;
 

(g)                                  cause all such Registrable Securities to be listed on each securities exchange on which similar securities issued by the Company
are then listed;
 

(h)                                 provide a transfer agent and registrar for all such Registrable Securities not later than the effective date of such registration
statement;
 

(i)                                     in the case of underwritten offerings, enter into underwriting agreements and other customary agreements in customary form with
the managing underwriter(s) selected by the Company, and take all such other actions as the underwriters may reasonably request in order to expedite or
facilitate the disposition of such Registrable Securities;
 

(j)                                    make available for inspection by any seller of Registrable Securities, any underwriter participating in any disposition pursuant to
such registration statement and any attorney, accountant or other agent retained by any such seller or underwriter, all financial and other records, pertinent
corporate documents and properties of the Company, and cause the Company’s officers, directors, employees and independent accountants to supply all
information reasonably requested by any such seller, underwriter, attorney, accountant or agent in connection with such registration statement;
 

(k)                                 otherwise use its reasonable best efforts to comply with all applicable rules and regulations of the SEC and all applicable state
securities regulatory bodies, and make available to its security holders, as soon as reasonably practicable, an earnings statement covering the period of at least
twelve months beginning with the first day of the Company’s first full calendar quarter after the effective
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date of the registration statement, which earnings statement shall satisfy the provisions of Section 11(a) of the Securities Act and Rule 158 promulgated
thereunder;

 
(l)                                     permit any holder of Registrable Securities which holder, in the reasonable judgment of counsel to such holder, might be deemed

to be an underwriter or a controlling person of the Company, to review drafts of such registration statement prior to filing and to require the insertion therein
of material, furnished to the Company in writing, which in the reasonable judgment of counsel to such holder and counsel to the Company should be
included;
 

(m)                             in the event of the issuance of any stop order suspending the effectiveness of a registration statement, or of any order suspending or
preventing the use of any related prospectus or suspending the qualification of any common stock included in such registration statement for sale in any
jurisdiction, the Company will use its reasonable best efforts promptly to obtain the withdrawal of such order;
 



(n)                                 use its reasonable best efforts to cause such Registrable Securities covered by such registration statement to be registered with or
approved by such other governmental agencies or authorities as may be necessary to enable the sellers thereof to consummate the disposition of such
Registrable Securities; and
 

(o)                                 in the case of an underwritten offering, obtain a “cold comfort” letter from the Company’s independent public accountants in
customary form and covering such matters of the type customarily covered by “cold comfort” letters as the underwriters may reasonably request.
 

6.                                      Registration Expenses.  Except as otherwise expressly set forth herein, all Registration Expenses incident to the Company’s performance
or compliance with this Registration Rights Agreement shall be borne by the Company.
 

7.                                      Indemnification.
 

(a)                                 The Company agrees to indemnify, to the extent permitted by law, each holder of Registrable Securities, its officers and directors,
and each Person who controls such holder (within the meaning of the Securities Act) against all losses, claims, damages, liabilities and expenses arising out of
or based upon any untrue or alleged untrue statement of material fact contained in any registration statement, prospectus or preliminary prospectus or any
amendment thereof or supplement thereto or any omission or alleged omission of a material fact required to be stated therein or necessary to make the
statements therein, in the context in which they were made, not misleading, and shall reimburse such holder, director, officer or controlling person for any
legal or other expenses reasonably incurred by such holder, director, officer or controlling person in connection with the investigation or defense of such loss,
claim, damage, liability or expense, except insofar as the same are caused by or contained in any information furnished in writing to the Company by such
holder expressly for use therein or by such holder’s failure to deliver a copy of the registration statement or prospectus or any amendment or supplements
thereto after the Company has timely furnished such holder with a sufficient number of copies of the same (a “Delivery Failure”).  In connection with an
underwritten offering, the Company will indemnify the underwriters thereof, their officers and directors and each Person who controls such underwriters
(within the meaning of the Securities Act) to the same extent as provided above with respect to the indemnification of the holders of Registrable Securities.
 

(b)                                 In connection with any registration statement in which a holder of Registrable Securities is participating, each such holder will
furnish to the Company in writing such information and affidavits as the Company reasonably requests for use in connection with any such registration
statement
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or prospectus and, to the extent permitted by law, will indemnify the Company, its directors and officers and each Person who controls the Company (within
the meaning of the Securities Act) against any losses, claims, damages, liabilities and expenses resulting from any untrue or alleged untrue statement of
material fact contained in the registration statement, prospectus or preliminary prospectus or any amendment thereof or supplement thereto or any omission or
alleged omission of a material fact required to be stated therein or necessary to make the statements therein, in the context in which they were made, not
misleading, but only to the extent that such untrue statement or omission relates to such holder and is contained in any information or affidavit so furnished in
writing by such holder, or from such holder’s Delivery Failure; provided, that the obligation of each such holder to indemnify will be several and not joint and
will be limited to the net amount of proceeds received by such holder from the sale of Registrable Securities pursuant to such registration statement.

 
(c)                                  Any Person entitled to indemnification hereunder will (i) give prompt written notice to the indemnifying party of any claim with

respect to which it seeks indemnification; provided, that the failure to notify the indemnifying party shall not relieve it from any liability to the indemnified
party hereunder except to the extent the indemnifying party is actually prejudiced thereby, and (ii) unless in such indemnified party’s reasonable judgment a
conflict of interest between such indemnified and indemnifying parties may exist with respect to such claim, permit such indemnifying party to assume the
defense of such claim with counsel reasonably satisfactory to the indemnified party.  If such defense is assumed, the indemnifying party will not be subject to
any liability for any settlement made by the indemnified party without its consent (but such consent will not be unreasonably withheld).  An indemnifying
party who is not entitled to, or elects not to, assume the defense of a claim will not be obligated to pay the fees and expenses of more than one counsel for all
parties indemnified by such indemnifying party with respect to such claim, unless in the reasonable judgment of any indemnified party a conflict of interest
may exist between such indemnified party and any other of such indemnified parties with respect to such claim.
 

(d)                                 The indemnification provided hereunder will remain in full force and effect regardless of any investigation made by or on behalf of
the indemnified party or any officer, director or controlling Person of such indemnified party and will survive the transfer of securities.  The Company also
agrees to make such provisions, as are reasonably requested by any indemnified party, for contribution to such party in the event the Company’s
indemnification is unavailable for any reason.
 

8.                                      Participation in Underwritten Registrations.  No Person may participate in any registration hereunder which is underwritten unless such
Person (a) agrees to sell such Person’s securities on the basis provided in any underwriting arrangements approved by the Person or Persons entitled
hereunder to approve such arrangements and (b) completes and executes all customary questionnaires, powers of attorney, indemnities, underwriting
agreements and other documents reasonably required under the terms of such underwriting arrangements.
 

9.                                      Rule 144 Reporting.  With a view to making available to the holders of Registrable Securities the benefits of certain rules and regulations
of the SEC which may permit the sale of the Registrable Securities to the public without registration, the Company agrees to use its reasonable best efforts to:
 

(a)                                 make and keep current public information available, within the meaning of Rule 144 or any similar or analogous rule promulgated
under the Securities Act, at all times that it is subject to the reporting requirements of the Exchange Act;
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(b)                                 file with the SEC, in a timely manner, all reports and other documents required of the Company under the Securities Act and

Exchange Act (at all times that it is subject to such reporting requirements); and
 

(c)                                  so long as any party hereto owns any Registrable Securities, furnish to such Person forthwith upon its request, a written statement
by the Company as to its compliance with the reporting requirements of said Rule 144, the Securities Act and the Exchange Act (at any time that it is subject
to such reporting requirements); a copy of the most recent annual or quarterly report of the Company filed with the SEC; and such other reports and



documents as such Person may reasonably request in availing itself of any rule or regulation of the SEC allowing it to sell any such securities without
registration.
 

10.                               Transferability of Registration Rights.  The rights conferred on the Purchasers, as holders of Registrable Securities pursuant to the terms
of this Registration Rights Agreement, may be assigned by any such holder, in connection with the sale or other transfer by such holder of shares of Common
Stock constituting Registrable Securities (the “Transferred Registrable Securities”), to any purchaser or transferee in such sale or other transfer
(“Transferee”) who either (i) is a partner, equity interest holder or employee of said holder, or (ii) purchases at least 100,000 shares of Transferred
Registrable Securities (as proportionally adjusted for stock splits, reverse stock splits and the like) and is not a competitor of the Company in a material line of
the Company’s business; provided, (x) that the sale or other transfer by such holder to the Transferee is permitted by the provisions of Section 9.7 of the
Agreement; (y) that the assignee shall automatically become subject to all of the burdens and obligations imposed on the holders of Registrable Securities by
the terms of this Registration Rights Agreement; and (z) that the Company is given written notice by the assignor-holder at the time of or within a reasonable
time after such assignment, stating the name and address of the assignee and identifying the Transferred Registrable Securities with respect to which such
registration rights are being assigned.
 

11.                               No Third Party Beneficiaries.  No Person, other than signatories to the Agreement, and the permitted assignees of such signatories
described in Section 10 hereof, shall have any rights under this Registration Rights Agreement.
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Exhibit 99.1
 

 
Impac Mortgage Holdings, Inc. Announces Issuance of $20 Million in

Convertible Promissory Notes
 

Irvine, CA, April 30, 2013 — Impac Mortgage Holdings, Inc. (NYSE MKT: IMH), announced today that it entered into a Note Purchase Agreement (the
“Note Purchase Agreement”) issuing $20 million in original aggregate principal amount of Convertible Promissory Notes due 2018 (the “Notes”). The Notes
mature on or before April 30, 2018 and accrue interest at a rate of 7.5% per annum, to be paid quarterly.  The Notes carry an additional penalty interest rate of
2% per annum upon an event of default. The Notes may not be prepaid, in whole or in part, by Impac without the prior written consent of the noteholders. 
The Notes contain customary affirmative and negative covenants of Impac, including covenants not to incur certain indebtedness that is not subordinated and
not to make optional payments on its indebtedness (other than on the Notes) or amend material indebtedness in a manner that is adverse in any material
manner to the noteholders.   In connection with the Note Purchase Agreement and issuance of the Notes, Impac also entered into a Registration Rights
Agreement.
 
Noteholders may convert all or a portion of the outstanding principal amount of the Notes into shares of Impac’s common stock (“Conversion Shares”) at a
rate of $10.875 per share, subject to adjustment for stock splits and dividends (the “Conversion Price”). Impac has the right to convert the entire outstanding
principal of the Notes into Conversion Shares at the Conversion Price if the market price per share of the common stock, as measured by the average volume-
weighted closing stock price per share of the common stock on the NYSE MKT (or any other U.S. national securities exchange then serving as the principal
such exchange on which the shares of Common Stock are listed) for any twenty (20) trading days in any period after the closing date of thirty (30)
consecutive trading days, reaches the level of $16.31.  Upon conversion of the Notes by Impac, the entire amount of accrued and unpaid interest (and all other
amounts owing) under the Notes are immediately due and payable.  Furthermore, if the conversion of the Notes by Impac occurs prior to the third anniversary
of the closing date, then the entire amount of interest under the Notes through the third anniversary is immediately due and payable.
 
Mr. Joseph Tomkinson, Chairman and CEO of Impac Mortgage Holdings, Inc., commented, “We believe it is a major accomplishment for the Company to be
able to raise capital after reflecting on what has occurred over the past five years.  Further, we believe this is a tremendous vote of confidence to raise capital
at such favorable rates and terms.  The additional capital allows us much greater flexibility in the overall execution of our business plan.”
 
The Notes and Conversion Shares have not been registered under the Securities Act of 1933, as amended, and may not be offered or sold in the United States
absent registration or an applicable exemption from registration requirements. This press release does not constitute an offer to sell or the solicitation of an
offer to buy any of the Notes or Conversion Shares and shall not constitute an offer, solicitation or sale of these securities in any state in which such offer,
solicitation or sale would be unlawful prior to the registration or qualification under the securities laws of any such state. This press release is being issued
pursuant to Rule 135c under the Securities Act.
 
About the Company
 
Impac Mortgage Holdings, Inc. (IMH or Impac) provides mortgage and real estate solutions that address the challenges of today’s economic environment. 
Impac’s operations include mortgage lending and servicing, portfolio loss mitigation and real estate services as well as the management of the securitized
long-term mortgage portfolio which includes the residual interest in securitizations.
 
For additional information, questions or comments, please call Justin Moisio in Investor Relations at (949) 475-3988 or email jmoisio@impacmail.com.  Web
site: http://ir.impaccompanies.com  or www.impaccompanies.com
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