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Item 1.01 Entry into a Material Definitive Agreement.

On July 24, 2007, Telkonet entered into a Senior Note Purchase Agreement with GRQ Consultants, Inc. (“GRQ”) pursuant to which the
Company issued to GRQ a Senior Promissory Note (the “Note”) in the aggregate principal amount of $1,500,000. The Note is due and
payable on the earlier to occur of (i) the closing of the Company’s next financing, or (ii) January 28, 2008, and bears interest at a rate of
six (6%) percent per annum. The Company has incurred approximately $25,000 in fees in connection with this transaction. The net
proceeds from the issuance of the Note will be for general working capital needs. In connection with the issuance of the Note, the
Company also issued to GRQ warrants to purchase 359,712 shares of Telkonet common stock at $4.17 per share. These warrants expire
five years from the date of issuance.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits.

None

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.

TELKONET, INC.

Date: July 30, 2007

By: /s/ Richard J. Leimbach
Richard J. Leimbach
Vice President, Finance



