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Item 3.02 Unregistered Sales of Equity Securities.
 
On July 18, 2007, Telkonet issued 866,856 unregistered shares of Telkonet, Inc. (the “Common Stock”) to Newport
Telecommunications Co. (“NTC”) in connection with the acquisition of substantially all of NTC’s assets by Microwave Satellite
Technologies, Inc. (“MST”), the operating subsidiary of Telkonet’s majority-owned subsidiary, Microwave Satellite Holdings, Inc.
(“MSHI”).  NTC, a New Jersey general partnership, provides broadband internet and telephone services at certain residential and
commercial properties in the development known as Newport in Jersey City, New Jersey.

The Common Stock issued by Telkonet represented $1,530,000 of the total consideration of $2,550,000 paid by MST in the asset
purchase.  The balance of the consideration was paid in cash by MST.  The Common Stock was valued based on the average closing
prices for the Common Stock for the ten trading days immediately prior to the closing date.  The total consideration will be increased
or decreased depending on the number of subscriber accounts acquired in the asset purchase that were in good standing on the closing
date.  This number will be determined within 120 days of the closing of the asset purchase.

In connection with the asset purchase, MSHI has agreed to (a) either pay $1,530,000 in cash to Telkonet, or (b) issue to Telkonet
unregistered shares of MSHI common stock equal to approximately $1,530,000 (based at a price per share equal to the lesser of (i) the
closing price for MSHI common stock on the day of the issuance of the shares of common stock to Telkonet, or (ii) $1.00 per share of
MSHI common stock), as consideration for the issuance of the Common Stock by Telkonet to NTC in the asset purchase.

The Common Stock was issued to NTC pursuant to the exemption provided by Section 4(2) of the Securities Act of 1933 and/or Rule
506 of Regulation D promulgated thereunder on the basis that the purchaser is an "accredited investor" as such term is defined in Rule
501 of Regulation D.
 
Item 9.01. Financial Statements and Exhibits.

(d)   Exhibits.

None
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