UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): May 31, 2013

TELKONET, INC.
(Exact name of registrant as specified in its charter)

Utah 000-31972 87-0627421
(State or other jurisdiction (Commission (IRS Employer
of incorporation) File Number) Identification No.)

10200 Innovation Drive, Suite 300
Milwaukee, Wisconsin 53226
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (414) 223-0473

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under
any of the following provisions:

O  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

O  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

O  Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

O

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))




Item 1.01. Entry into Material Definitive Agreements.

Effective as of May 31, 2013, Telkonet, Inc. (the “Company”) entered into a Revolving Credit Facility (the “Agreement”) with Bridge
Bank, N.A. (the “Bank”™) in a principal amount not to exceed $2,000,000. The Agreement is subject to a borrowing base that is equal to the
sum of 80% of the Company’s eligible accounts receivable and 25% of the eligible inventory. The Agreement is available for working
capital and other lawful general corporate purposes. The outstanding principal balance of the facility bears interest at Prime Rate plus 2.75.

The Company is subject to certain financial covenants under the Agreement, consisting of a minimum asset coverage ratio of not less than
1.50:1.0 and minimum revenue and net income of at least 75% of the operating projections approved by the Company’s board of directors.
The Agreement contains other representations and warranties, covenants, events of default, and other provisions customary to transactions
of this nature.

Pursuant to the Agreement and the Intellectual Property Security Agreement (the “Security Agreement”), the Company granted to the Bank
a security interest in all of its assets to secure its obligations under the Agreement.

The description of the Agreement and the Security Agreement contained herein is qualified in its entirety by reference to the full text of the
Agreement and the Security Agreement, copies of which are attached hereto as Exhibit 10.1 and 10.2, respectively, and incorporated herein
by reference.

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 above under Item 1.01 is incorporate be reference in this Item 2.03.

Item 9.01 Financial Statements and Exhibits.

Exhibit No. Description
10.1 Business Financing Agreement, effective as of May 31, 2013, between Telkonet, Inc. and Bridge Bank, N.A.
10.2 Intellectual Property Security Agreement between Telkonet, Inc. and Bridge Bank, N.A.




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.

Dated: June 6, 2013 TELKONET, INC.
By: /s/ Jason Tienor

Jason Tienor
Chief Executive Officer




EXHIBIT INDEX

Exhibit No. Description
10.1 Business Financing Agreement, effective as of May 31, 2013, between Telkonet, Inc. and Bridge Bank, N.A.
10.2 Intellectual Property Security Agreement between Telkonet, Inc. and Bridge Bank, N.A.




Exhibit 10.1

Barmewer;

Tadmcaw, Inc. Lender:  BRIDGE BANK, Nationsl Assncisiien
10200 Inngvalion Drive. Sults 100 B Alrrucien
Mt Aee, WY BXIER San Joss, CA 85112

This

BUSINESS FINANCING AGREEMENT, dated a8 of Apal-ea—20TT s ard endered into batwesn BRIDGE BANK,

meumuwmﬁmeouunmwmume anwd condibons:
1. REVOLVING CREDIT LINE.
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1.7
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1.8

possession of rejacted, refurned. of recoversd parsonal property. If such possession is not taken by Lender,
mnu:ﬂlhmmﬂdhmﬂmmhhmmmhw.

Recourse; Maturity. Advances and the other Obligalions shall be with full recourse againsi Borrower. On the
mmnmﬂmﬂmm“ﬂmuﬁmhh“w%ﬂ
date as shal be hersin provided.

Credil Card Services. Bomowsr may use avalabilty hersunder up to the Credit Card Sublimit for Lender's business
MMWMW'] The entire Credit Cand Sublimit will be freated as an Advance for

of detarmining svaiabilty under the Credit Limit and shall decrense, on a dollar-lor-doliar basis, the amourt
Mh“m Tha Credit Cand Services shall be subject to addilional tarms. sel forth in applicable

cash management services agreements.

Overadvances. Upan any of an Overadvance, Borrower shall immedislaly pay down the Advances such
that. after giving effect io such payments, no Ovemadvance exdsis.

2 FEES AND FINANCE CHARGES.

b5

Finance Charges. Lender may, but s not reguined i, deduct the amount of accrued Finance Charge fom
CoRections mecaived by Lender. The accrued and unpaid Finance Charge shall be due and payable within 10
calandar days after asch Month End during e term haneo!.

Fees.
] Tormination Fes. In the event thia Agresment is lerminalad prios to the first anniversary of the date of this
Borrower shall pay the Temmination Fee o Lender provided, howsver, that such Tesmination

Agresment,
Fe shall be waived in the event the terminalion arses from a transfer of the oan to & different lecility
provided by sny Divaion of Lender

o) Facility Fee. Bormower shall pay the Facilty Fee to Lsnder promptly upon the execution of this Agresmant
and annually theratte:

ie) Malnlenancs Fea. The accrued and unpaid Maintensncs Fes shall be due and payable within 10 calendar
days after ench Month End during the term hareal.

1] Credit Card Fess. Borrower shall pay [0 Lender fees in connection with the Credll Card Services as
datenmined in sccordance with Lender's standard feas and charges then in effect for such activity.

() Due Diligence Fee. Borrower shall pay the Dus Diligance Fee.

-5 REPRESENTATIONS AND WARRANTIES. Bomowes represents and warmanis:

a1
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No representation, warranty o other siatement of Borrower in any ceriificale or wrilien stalement given io Landar
containg any untrue stetement of & matenal fact or omits io stete & material lect necessary to malke the statemernt
contained in the certficates or statement nol misleading.

Borrowe: ia duly existing and in good standing in s state of formation and after reasonable due diigence, beleves
itsalf to be gualiied and lcsnsed to do business in, and in good standing in, any stale in which the conduct of s
business or s ownership of property requires that it be qualified. If, snd Io the sxtent, this represantation or warranty
s later determined to be inaccuraie, in whole or In pari, Bormower shell immedistely take all acis necessary or proper
1o remedy such delfect and provide evidence thaneo! salsfactony 10 Lender.

The eescution, delivery and performance of this Agreement hes been duly suthorized, and doss not conflici with
Baorrower's organtzafional documents, nor constitule an Event of Defaull under any agreement by which Bomower is

bound. Barower is not in default under any sgreamant to which or by which it s bound which would subject if Lo
linbility, indhvidually or in the aggregate with other sgreemeants, of §25,000 or mons.

Bowrower has good litle 1o the Collateral and all inventory i in all material respects of good and marketabls qualty,
fre from material defects,

Bomower's name, form of organization, chief execulive cffice, and the place where the records concerning all
Receivables and Collateral are kepl is sef forth et the beginning of this Agreement. Borrowar is locaied al its addreas

fior nolices sat forth in this Agreamant.
' %\ 7—
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. psiants or
tpacifically disclosed and idenitfied 1o

Maintain it corporate existence and good standing in its jurisdictions of Incorporation and maintsin fis qualfication in
each jurisdiction necessary to Borrowaer's business or operstions and not memga of consolidate with or into any other
businass

Give Lender at least 30 days prior written nolice of changes fo its name, organiration, chisl sxecuive office or
location of records.

muhmmmmmn—mmuunmmm
of paymaent io Lender if requested, provided, however, that with respect fo the sales taxes ideniified on Schaduls 1
haredo, Borrower must by no lsler than one year from the dele hereof provide evidence to Lender, in form and
.mmuw.ummmmmmhuwnmwmmuwh
compliance with wrilien agrasmants with sach of the affacted stales to which such sales taxes are owed, of (b) to the
exctent such tawes have not been of ane not being paid, Borrower has submitied writlen proposals for the satisfaction
or compromise of such taxes with each of the affected states to which such sales tExes are owed_ which propasals

have neither been refected or Bccapisd.

Mairtan

[] mhmunmmmmmmwgmm
dmﬂmtwd“mm bisiness niemuption insurance, Mlu
insurance nduding coverags for contractusl liability, product lmbility and worsns'

mmmuwhhmm mmmmmhumm
{30} days pricr nofice to Lender of any canceliation heneof.

) all risk property damage insurance polices (nduding without limitation windsiomm coverage, and hurricans

m-mhﬂlmhm property comprising the collsteral. Esch insurance policy
must be in an amount acoeptable fo Lender. The insurance must be isswed by an insurance company
scoaplable to Lender and must include # lender's loss payable andorsement in tavar of Lender in @ form

scceplable to Lender.

Upon the request of Lender, Bormower shall deliver io Landar a copy of sach insurance policy, or, If parmitted by
Lender, & cartificate of insurance listing all insurance in force.

immadistely transher and deliver o Lander all Collections. Borrower recaives.
Mol creale, incur, assuma, o be lable for any indebisdness, other than Pesmitied indebiadness.

Immedistely notify Lender if Borrower hersafier obtalns any inlerest in any copynights, palents. trademarks or
Bcanses that ane significant in value or are malerial to the conduct of s Business.

Provide the foflowing financial information and stalements in form and conlant scceplable lo Lender, and such
waditional inlonmabon as requesied by Lender from fime to ime. Lender has the right to require Borrower to deliver
financial infermation and siaterments o Lender more frequently than otherwise provided below, and fo use such
addifonal information and ststements to measure any applicable tnancial covenants in his Agreemant,

{a) M1HMdhhﬂmmnmwmdhm certifisd and dated by an
authorized Inancial financial staternents mus! be audited (with an opinion satisfaciory to the
MWJWWMWHW The stalements shall ba prepaned on a

(b} No later than 30 days after tha end of each monih (including the last pericd in sach fiacal year), menthly
financial statements of Bomower, logether with & deferred revenue leling, certified and dated by an
suthorized fnancisl officer. The stalements shall be prepared on & consolidalnd basis.

{c) Promglly, upon sending or recaipt, coples of sny management ktars and comespondence
mmwumwmuummm Humlﬂhh
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prapared, Borrowe: shall, upon Lender's regquest oblain a letter from such audifor sisting that no
defickencies were noted thal would otherwise be sddressed in & management letier.

(d) Coples of the Form 10-K Annual Report, Form 10-0 Quartsry Report and Form B-K Currsnt Repart for
Borrower within 5 days of the date of HMing with the Securides and Exchange Commission,

(7] mmm-mwwhw-ﬁmhmuﬂdh
crealing the projections, Annual projections, approved by Bormower's board of direciods, shall in any ceae be

provided fo Lender no tater than B0 days afier sach fiscal year end,

n Within 30 days of tThe end of each month, & compliance certificaie of Borrower, signed by an authorized

financial officer and setting forih (1) the information and computabons (in suMcent detall) to establish

k- with all financial ts &t the and of the period covered by the finandcal statemants then

mmmmmmuuduufmuﬂmn-ﬂmﬂmm

exists 88 of the date of the cedificate, amy defaufl under this Agreement and, if any such default sxists,
mumw“ummhmumummmm

@) Within 15 days of the 15™ and last day of sach calendar month, & bomowing base cerfificate, in form and
substsnce salisiactory to Lender, sefing forth Eligible Recehables and Receivable Amounks thersol and
Elgible inventary as of the last day of the precading reporting period.

m Within 15 days of the 15™ and last duy of esch calendar month, a detailed aging of Bomower's receivables
by involoe of & summary aging by nd dabior, together with payabls sging, inventory analyels, and such
ofher matters as Lender may request.

m Within 5 days of each month end, a forecast of Borrower's voluntary disciosurs agreemants, which shal ba
in & form and substance acoaptable to Lendar.

o Mo |ster than 180 deys of each fiscal year end (or 270 days of sach fiscal year end lor any Rscal year for
which Borrower has oblained an exiension to fla such corporate tex retuma). & copy of Bomower' corporaie
e redurms.

) MMLMMM“MM.MMWMNM.
bucigats, forecasts of repons as to Borrower and a8 to aach guaranior of Bomower's obligations o Lender ss

Lendar may request.

48 Maintain ull its depoaitery and operating accounts with Lender and, in the case of sny imvestment acoounts not
maintmined wih Lander, grant ko Lender a first priority perfected security interest in and “conirol” (within the meaning
of Section 5104 of the Califomia Uniform Commercial Code) of such depoait account pursuant to documentation

410 Provide fo Lender promgtly upon the ssecution hareol, the iollowing documents which shall be in form saBisfectory o
Lander: (N) & subordinglion agreamant by Wisconain Economic Development Comporation in favor of Lender, and
(i) & subordination agresmant by Dynamic Ratings in favor of Lender, logather will the applicabis resclutions.

411 Prompily provide lo Lender such additional information and documents megarding the fnances, properiies business
of books and records of Borrower or any guaranior or any other obilgar as Lender may requast.

412  Maintain Borowsds financial condition as follows using penerally sccepied accounting princicles consisiently appiied
and used consistertly with prior practices (sxcept to the exient modified by the definiions hersin):

{a) Asset Coverage Ratio nol al any tima less than 1.50 1o 1.00, o be measured on a monthly basls.

Y] Revenues and nel income of at laest 75% of the operaling projections approved by Bormowers board of
directors with respect to any quartsr.

5. SECURITY INTEREST. To secure the prompt payment and performance to Lender of afl of the Dbligations, Borrower hereby
jgrants to Lendar a continuing security interest in the Collateral Borrower is not suthorized to sall, sssign, transler or oltharwise
convey any Collatersl without Lender's prior written consent, excep! for the sale of finished imentory in the Bo r's usiual
course of business. Bomowsr agrees 1o sign any Instrumenis anhd documents requested by Lender 1o evidence, perisct, or
prolect the interests of Lender in the Collatersl Bomower sgrees to deliver to Lender the originals of all instruments, chattel
paper and documents svidencing or relaled to Receivables and Collsleral Bommower shall nol grani ar parmil any len or
sacuity in the Collsteral or any Intenest thersin other than Pemmitied Liens,

4 (BFA -
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7. DEFAULT AND REMEDIES,

[0} Enllure to Pay. Borrower fails to make & payment when dus under this Agresmant.

1] Lisn Priprity. Lender fails to have an enforcesble first ken (except for any prior liens 1o which Lender has
consanted in writing) on or security inecest in the Collateral.

ieh Enlse |nformation Borrower (of any guarantor) has given Lender any materially faise or misleading
Infarmation of representations or has faded to discioss any matensl facd relating to the subject mater of this

1] Peath. Borrower or any guaranio: dies or becomes legally incompetent, or if Borrower is @ partnership, any
peneral parinar diss or bacomes legally incompatant.

(o) EBspkruply. Borrower (of any guarantor) fles 8 bankruptcy pelition, & bankrupicy petiion is fled against
Borrowes (or any guarantor) or Bomows: (or any guarantor) makes & general assighment for the benefit of

n Bagsivers. A receiver or similar official i appoinied for & subsiantial poriion of Borrowsrs {or any
guaranior's) business, or the business is lorminated.

@ dudoments Any judgments or arbitration swards sre entered sgainst Borrower Jor By guarantod), or
Borrower (o sny guaranior) snters into any seflement agreements with respect o ary Bigstion or
arbitration and the aggregate amount of all such judgments, swards, and agreamants axcesds $50,000.

{hy Majarial Adverss Changs A malerial adverse change cccurs, or is ressonably Bkaly b ocour, In
Borrower's (or any guarantor's) business condiion (Enencial or ctherwiss), operstions, proparfies or
prospecis, or ability io repay e credil

] Cross-defayil. Any cefaull ocows under any sgreement in conneclion wilh any credit Bormowsr (or any
Quarantor} of any of Bomowers Afiistes has obimined from amyone else or which Bamower (or any
mwwﬂmmmmwﬂrmmwmmnn
ondinary course of business and not mome than 60 days past dus) with a lisbity excesding $25,000
Iindividually or in the aggregats.

m Any cafaull oocurs under any guaranty, subordinalion agresment,
security agreement, deed of inust, marigage, ar ofher document requirsd by or delversd in connection with
this Agresmant or any such document is no longer in effect

k) Wmlﬂnm}rwﬂhm%ﬁhmnm
, o o perform any cbligation under any ofher agreement Borrower {or any guaramtor) o of
Bormower's Afiiates has with Lender or amy Affillale of Lander, -

m Other Breach Under Agrepment Bcrrowar fails io meel the conditions of, o falls i perform any obiigation
urader, ary term of this Agresmant not specifically refermed to above,
®@-
!
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INTEGRATION, SEVERABILITY WANER, CHOICE OF LAW, FORUM AND VENUE.

104 This Agreamant and ary relaied sscurily or olher agreemants required by this Agreemend, collectively. (a) represent
the sum of the undertandings and sgresments between Lander and Bomower concerming this credit; (b) replace any

of its rights, evan if it makes an Advance after a defaull. If Lender walves a defaull, i may anfors a ister defaull. Any
consenl or walver undar, or amendment of, this Agresment must be in wiiling, and no such consenl, waher, or
smandment shall imply any obligation by Lender o make any subsequent consent, walver, or amandment.

102 THIS AGREEMENT SHALL BE GOVERNED BY AND INTERPRETED IN ACCORDANCE WITH THE INTERNAL

TED

SHALL BE TRIED AND LITIGATED ONLY IN THE STATE AND FEDERAL COURTS LOCATED IN THE COUNTY
OF SANTA CLARA, CALIFORMIA, OR, AT THE SOLE GPTION OF LENDER, IN ANY OTHER COURT IN WHICH
LENDER SHALL INITIATE LEGAL OR EQUITABLE PROCEEDINGS AND WHICH HAS JURISDICTION OVER THE
SUBJECT MATTER AND PARTIES IN CONTROVERSY. EACH PARTY HERETD WAIVES ANY RIGHT TO
ASSERT THE DOCTRINE OF FORUM NOMN CONVEMIENS OR TO OBJECT TO VENUE TO THE EXTENT ANY
PROCEEDING IS BROUGHT IN ACCORDAMNGCE WITH THIS SECTION AND STIPULATES THAT THE STATE AND
FEDERAL COURTS LOCATED IN THE COUNTY OF SBANTA CLARA, CALIFORNIA SHALL HAVE IN PERSOMNAM
JURISDICTION AND VENUE OVER EACH SUCH PARTY FOR THE PURPOSE OF LITIGATING ANY SUCH
DISPUTE, CONTROVERSY, OR PROCEEDING ARISING OUT OF OR RELATED TO THIS AGREEMENT, OR
ANY OTHER RELATED DOCUMENTS. SERVICE OF PROCESS SUFFICIENT FOR PERSONAL JURISDNCTION
IN ANY ACTION AGAINST THE BORROWER MAY BE MADE BY REGISTERED OR CERTIFIED MAIL, RETURN
RECEIPT REQUESTED, TO ITS ADDRESS SPECIFIED FOR NOTICES PURSUANT TO SECTION 11.

MOTICES; TELEPHONIC AND TELEFAX AUTHORIZATIONS. All nobces shall be given o Lander and Borrowsr atf the
pddresses or faxes set forth on the signature page of this agresment and shall be deemed to have been deliversd and
recaived: (a) i maded, three (3) calender days afier deposiied in the United States mai, first class, posiage pre-paid, (D) one
(1) calendar day after deposit with an overnight mail of messenger senvica; or (c) on the sama date of confimmed transmission
if sent by hand delivery, islecopy, islefior or telex. Lender may honor telsphons or islefax instructions for Advances or

repay ghven, or purporied to be given, by any one of the Authorized Persons. Bomower will indemnify and hold Lander
hanmiess from all Eabilty, loss. end costs in connbclion with any act resulting from iHephons of telefax instructions Lender
1 A — ABLY
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‘Credit Limii® means 32,000,000, which is intended fo ba the madmum amount of Advances i any time
outstanding.

means any Event of Defaull or any event that with nofice, lapse of time or ctherwise would conalitule an

Dafaglt’
Evant of Defaul.

" means a paymant of an annuel fee squal to $800 due upon the date of this Agresmen! and

“Qus Diliggnce Fes'
$800 due upon mach anniversary therecf o long Bs any Advancs is outstanding or available herunder

“Eligitle Inventory" means imventory which shall be based on the book value and which satisfias the following

(a)

&)

(e}

(=)

22 B 3

2 e

L]

the Inveniory is owned by Borrower free of eny tille defects or any ens or interests of ofhers except tha
security interest in favor of Lander and Permitied Lisns;

tha Inventory is held for sals o uss in the ondinary course of Borrower's businsss and s of good and

the Imveniony i covered by insurance as required in Section 4.4 of thia Agreamant,
e Imventory has not besn manufacthured to the specifications of a particular Account Debtor;

e Ivweertory (8 not subject to any losnsing agreemants which would prohibil or restrict in any way the abiity
of Lender i sall tha Imventory (including its packaging) io thind parties;

ihe invaniory has been producad in compliance with the requiremants of tha LS. Fair Labor Standards Act
(FUSC. §5201 ot seq.):

the Imveniory s nol on consigrmant;
fhe Inventory is not releted to an “undesinbis™ industry, 8s delermined by Lendar from time to tme in i
ol

{he Inventory is located at 10200 nnovaticn Drive, Suite 300, Milwaukes, W1, 53228
Lander has recahved an audit on the nventory sasiaciony bo Lander, and
tha Invantory & otharwise acosplable o Lender

“Eligible Recelvable” means a Receivable that satisfies all of the following:

()

(&)

(=)

The Recsnvable has been created by Bomower in the ondinary course of Borower's business and without
any obiigation on tha part of Bormower to rendar any further performance.

There are no conditons which must be satished before Bomowsr & entiled to receive paymant of the
Raceivabie, and the Recaivable doss not arse fom COD sales. consignments of guaranised sales.

The Accounl Deblor upon [he Receivable doss nol claim any delense fo payment of the Recsivable,
whather well founded or othenwiss.

The Recabvable & not the cbigation of an Account Dablor who has asserted of may be reasonably be
expected o sssert any counterclaims or offsets against Bormower (including offssts fior any “contra sccounts”
owed by Borrower to the Account Debilor for goods purchased by Bomower or for services performed for
Bormowsr©].

] = ABL)
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The Recsivable represenis a genuine obligation of the Ascount Debior and fo the exten! any credit balsnces
exist In favor of the Account Debitor, such credit balances shall be deducied in calculsing the Receivable
Amount

Borrower has sent an invoice to the Acsewnt Deblor in the amount of the Recenable,

aclion in the cowts of that siats to enforce the Account Deblor's cbligalion to pay the Reoshvable. Borrower
has tmken all approgriste actions lo ensum access to the couns of the state wheme Account Debilor is
located. including, where necesaary; the fiing of a Notice of Business Acthviies Repon or other swmilar fiing
with the applicable stste sgency or the qualification by Borrowsr a8 a foreign corporation authorized io
transaci business in such state.

E
i
:

Recsivable
dabts generally as they come due; or (i) any pelifion s fied by or against the
upan the Recshvable under sy bankruptcy law or ey other kaw or lews for the relief of debioms).

The Recetvable does not arise from the sale of goods which remain in Bomower's possession of under
Bomower's control.

The Receivabls is not evidenced by & promissory note or chatisl paper, nor is the Account Deblor cbigaied
fo Borrower under any other obligation which is evidenced by a promissory nots.

Tha Receivable is not that portion of Receivables due from an Ascount Debilor which is in excess of 35% of
Berrower's aggregste doller amount of all outstanding Recelvables,

The Receivable is not from the Accowunt Debbor EthoStraam.
The Recervable & otharwise acoeptabie to Lender,

“Ellgible Receivable Amount™ means st any time the sum of the Recshable Amounts of the Eligibée Receivables.
“Event of Defaylt’ has the meaning sa! forth in Seclion 7.1,

means & payment of an ennual fes squsl to 0.50 percentage points of the Credit Limit due upon the

“Eacility Fes"
date of this Agresment and each anniversary theveof 8o long @ any Advance i cutstanding or avalable hereunder.

" means an mems! amount equal i the Finance Charge Percentage of the ending dally Account

Finance Charge
Balmrioe for the relevant paricd,

manns & rale por year equal to the Prime Rasie plus 2.75 poinis plus an

“Finance Charoe Percentags”
addtional 5.00 percentage points during any period that an Event of Default has ocourmed and is

| r




*Maintenance Fsa™ means the amoun? equal to 0,125 percentage points par month of the ending daily Account
Balance flor the relevant pariod.

“Maturity Date” means two years from fhe dete hereof or such earfier date as Lender shall have decared the
Obligations immedistely due and payable pursuant io Section 7.2,

"Month End” means the last calendar day of each month.

Indebitedness undsr this Agreement or that is othenwise owed o the Lender,
Indebiadness existing on the dete hereo! and specifically disciosad on a schedule to this Agresmant.

Purchase monay indebledness (Including capital leases) Incumed o aequire capital assels in ordinary
course of business and not excesding 525,000 in total principal amount et any time cutstanding,

aggregate emount nol to exceed $25,000 sl any time outstanding, provided that
such indabladness W Junior in priorty (if secumd) 1o the Oblgations and provided that the incurrence of such
Indebledness does not otharwise cause and Event of Defaull hemeunder.

(s} Indebiecness incumed in the refinancing of any indebiedness sal forth in (a) through (d) abave, provided that
the principal amoun! tharsol & not m—uunmw-mmumm
burdensoma terms upon the Barrower.

in Subordinated Debl.

“Permitted Lisns" means fhe following but anly with respect to property not consisting of Recelvables of imveniory.

[m) Liens securing any of the indebiedness describad in clauses (a) through (d) of the definiion of Permitied
Indebledness.

E B E

Z
E

) Lisns for tioes, feed, assessments or other governmentsl charges of bevies, sither not delinquent or being
coniesied in good faith by sppropriste proceedings, provided the same have no prionty over any of Lendsr's
Inberests.

incurred In connection with the extsnsion_ renewal or refinancing of the indebiedness described in

E
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o any Recefvable, the Recaivable Amount dua fom
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13 JURY TRIAL WAIVER. THE UNDERSIGMED ACKNOWLEDGE THAT THE RIGHT TO TRIAL BY JURY IS A

IWWTWMBTWNWEEWDFUWTNMHMMDRWTEBW
INSTRUMENT OR AGREEMENT BETWEEN THE UNDERSIGMED

PARTIES, WAIVES
THIS AGREEMENT OR ANY OTHER DOCUMENT,

14 JUDICIAL REFERENCE PROVISION.

1

14.2

143

BN 1402579 bed

In the event the Jury Trial Waiver set forth above is not enforcesbis, the paries slect 1o proceed under this Judicial
Raferance Provision.

the excaplion of the liems specified in Section 14.3, below, any conlroversy, dispule or claim (esch, = “Claim”")
botwsen the partes arising oul of or relsting fo this Agresment or any other document, instrument or agresmant
btwemen the undersigned parties (collectively in this Section, the "Loan Documents”), will be rescived by & reference
procesding in Califomia in sccordance with the provisions of Sections 638 el saq. of the Callornia Code of Chil
Procedure ("CCP"). or thedr successor sections, which shall constitule the extiusive remady for the rescluion of any
Clairn, inchading whether the Claim s sulject io the reference proceeding. Except s otherwise provided in the Loan
Crocuments, venue for the rderence procesding will be in the state or federal court In tha county or distric! wher the
real property involved in the action, If any. s located of In the state or federal courl in the county or district where

E

vanue ls otherwise appropriste under applicable law (the “Courl”).
The matisrs that shall not be subject o & refersnce are the following: (] nonjudicial foreclosure of any
intsresls in real or personal property, (i) exercise of selhelp remedies (including, withou!l Emitation, seb-off),
{iii) appoirimant of & recaives and (iv) lemporary, provisional or ancillary remediess (induding, without limitation, writs
of attachmant, writs of possession, lemporary restraining orders of prelminary injunciiona). This reference provision
does nat limit the right of any party to exerciss or opposa any of tha rights and remediss described i) and
{¥) or to sesk or oppose from a courl of compertent jurisdiction any of the lams describad in clauses (). Tha
11 —ABLJ
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14.4

145

14.6

7

148

148

14.10

18

BN 1402579 1w

exercisa of, or opposition o, any of those Rems doss not waive the righl of any pary o 8 reference pursuant 1o this
reference provision &S provided henesn,

agree within lan (10) days of a writien request to do so by any party, then, upon request of any party, the referes shall
e selected by the Presiding Judge of the Court (or his or her representative). A request for appointmant of & referee
may be heard on an ex parte or expedited baals, and the parties agree that ireparable harm would resull if ex parie
relief is not granted. Pursuant to CCP § 17008, each party shall have ons perempiory chaliangs o the mlese
sislected by the Presiding Judge of the Court (or his or her representative).

The parties agree that time s of the essence in conducting the relerence proceedings. Accordingly, the relerse shall
um mumhmmuﬂmm for good causs shown, 1o (1) set the mater for &
conferance within ffleen (15) days afier tha date of selection of the refarea, (il) if

muhmmwmﬂd:humm the parties will equally share the cost of the
refieres and the court reporier at trial.

The redarse shall be mequired to determine al issues in sccordance with existing case law and the
of

hWMMHMM“MHhMF &3 amended from ime to time. The imitations
with respact to discovery sel forth above shall apply to any such arbdtraion procseding.

THE PARTIES RECOGNIZE AND AGREE THAT ALL CONTROVERSIES, DISPUTES AND CLAIME RESOLVED
UNDER THIS REFERENCE PROWVISION WILL BE DECIDED BY A REFEREE AND NOT BY A JURY. AFTER
CONSULTING (OR HAVING HAD THE OPPORTUNITY TO CONSULT) WITH COUNSEL OF ITS, HIS OR HER
OWN CHOICE, EACH PARTY KNOWINGLY AND VOLUNTARILY, AND FOR THE MUTLWL BENEFIT OF ALL
PARTIES, AGREES THAT THIS REFERENCE PROVISION WILL APPLY TO ANY CONTROVERSY, DISPUTE OR
CLAIM BETWEEN OR AMONG THEM ARTSING OUT OF OR IN ANY WAY RELATED TO, THIS AGREEMENT OR
THE OTHER LOAN DOCUMENTS.

12 (BFA = ABL)
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NOTICE OF FINAL AGREEMENT. BY SIGNING THIS DOCUMENT EACH PARTY REPRESENTS AND AGREES THAT:
NT

UNDERSTANDINGS OF THE PARTIES.
IN WITNESS WHEREDOF  Bormower and Landar have sxsculed this Agrearmant on the d

BORROWER: LENDER:
By__<, / By

Name:

Titla .
Address for Notices: Address for Notes:
10200 Innovation Drive, Suite #300 55 Almadean Bivd.
Milvauksa, W1 53226 San Joss, CA 85113
Fax Fax (408) 4238510

1
HH 1402579 1wd
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Exhibit 10.2

WIMHWNMMFMﬂmmwndMH,
mu{-mmmmnmnmqwmmumm.

Property Collsterai"}
(#) copyright rights, copyright applications, regisirations and ike protaclions in
-oh.] or derivaiive work thersof, whelher published or unpublished and

mm-twmmmwwmm-hmm
W:mul;mmhmwdhmdw
conneciesd symbaolized such tredemanks (colactively, “Trademarks"}, inchuding
Trademarks described in Exhibit B;

[ﬂ]m.mm“hmmmhw

. divisions, confinuations, renewals, reissues, exiensions and

ﬂumcm.hwxmnmwmmq

{ﬂuﬂmﬂlﬂrmnﬂhtthdmmu“
Products (collectively, the “Mask Works");

l-]mmmmﬁuwmmhmm-m
compuber software products;

(N design rights;

mmmwwwdmmmmmumﬂhm
mmmumumhmnummmmwnﬁu
use or infringement of the intellectual propasty rights identifled above;

(h) kcanses or other rights 1 use any of the Copyrights, Patents, Trademarks, o Mask
mnumnﬁmwmm_nnmmwm
Boanse of rights;

(1)) mmwmﬂmuuwmm.w
Musk Works; and




IN WITNESS WHEREDF, the parlies have executed this Agreement as of the date firsl writhen

. el

Name:

Title: s

Agddress for Nolices:

Alin: Lee Shodiss

55 Almaden Bivd, Ste. 100
Wi 53228 San Jose, CA 85113

Tek (414) 223-0473 Tek: (408) 423-H500

R Fax:(408) 423-8510




EXHIBIT A
COPYRIGHTS

m-cmruucmmzﬂnl(

Intemational | Registration | Fliing
Standard Serial | Number; Date;
Number (ISSNK




EXHIBITB
TRADEMARKS

Fiease Check il No Trademarks Exisi [ |

Merk/Tifle: [ LLS. Serial U.S. Registration [ UPTO Reference [ Eiing Date: |
Number: Number; Number:
D-fll}rw 30 % HUn¥F 8ls]ii
| 55906 1% Yib914b Flshi
142555 3481 ky /)
12 %7y 23014k 3[1h
. 1333243 2011.94F 5 /1ot
-Base #3305y Zalfo & njuf
| ENas bearm | 293320073 2411605 ufir o3




EXHIBIT C
PATENTS

Please Check If No Palents Exist [

[ Title; Patent Number: ;

Aplicaion Serial | lssuedor | lasue Date:

Thermesht | Dsin 234 | Bfud, 532 /2

£ns §2)445b /120 114 +)xhi
EMS SHLRHL | 95/ 6p0, 347 Z

S3sodr | osf 193,41 3 /3 [




