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Item 5.01. Changes in Control of Registrant.
 
As previously reported in the Current Report on Form 8-K of Telkonet, Inc. (the “Company”) dated August 10, 2021, on August 6, 2021, the Company entered into a stock
purchase agreement (the “Purchase Agreement”) with VDA Group S.p.A., an Italian joint stock company (“VDA”), pursuant to which VDA would, at the Closing (as defined in
the Purchase Agreement”), contribute $5 million to Telkonet (the “Financing”) and, in exchange, Telkonet would issue to VDA (the “Issuance”): (i) 162,900,947 shares of
common stock of Telkonet, par value $0.001 per share (the “Common Stock”); and (ii) a warrant to purchase 105,380,666 additional shares of Common Stock (the Financing
and the Issuance referred to herein collectively as the “Transaction”). The Closing occurred on January 7, 2022.
 
Following the issuance of 162,900,947 shares of Common Stock to VDA upon the Closing, VDA owns 53% of the issued and outstanding Common Stock on a fully diluted as
exercised/converted basis and could eventually own as much as 65% of the issued and outstanding Common Stock on a fully diluted as exercised/converted basis if it fully
exercises the Warrant. Accordingly, the Transaction will result in a change of control of the Company.
 
VDA received funds for payment of the closing consideration of $5,000,000 from its parent company, VDA Holding S.A., which in turn borrowed such funds from Nomadix
Holding LLC.
 
Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain Officers.
 
(b) (d) In connection with the Transaction and pursuant to the Purchase Agreement, Arthur E. Byrnes, Peter T. Koss and Leland D. Blatt (collectively, the “Former Directors”)
resigned from the Board of Directors of the Company (the “Board”) and any respective committees of the Board to which they belonged effective as of the Closing. The
vacancies resulting from the resignations of the Former Directors were filled by Piercarlo Gramaglia, Flavio De Paulis and Steven E. Quick (collectively, the “New Directors”),
all of whom were appointed by the remaining Board members effective as of the resignations of the Former Directors, resulting in a change of control of the Board. Jason L.
Tienor and Tim S. Ledwick, who were Board members prior to the Closing, remained on the Board after the Closing. The New Directors will serve until the next annual
meeting of the Company’s stockholders or until their resignation and/or a respective successor is elected. It is expected that Mr. Gramaglia will serve on the Nominating
Committee, Mr. De Paulis will serve on the Nominating Committee and the Compensation Committee and Mr. Quick will serve on the Audit Committee and the Compensation
Committee.



 
After the Closing, Mr. Ledwick and Mr. Quick will be compensated at a rate of $2,500 per month payable in cash for their service on the Board and Mr. De Paulis and Mr.
Tienor will be compensated at a rate of $1,667 per month payable in cash for their service on the Board. Mr. Gramaglia will not be compensated for his service on the Board.
 
Other than set forth above, none of the New Directors is party to any plan, contract, arrangement or understanding with any person pursuant to which they were appointed as
directors, nor is any New Director party to any transaction required to be disclosed under Item 404(a) of Regulation S-K involving the Company.
 
(b) (c) Also in connection with the Transaction, effective upon the Closing, Mr. Tienor resigned from his position as Chief Executive Officer of the Company and the Board
appointed Mr. Gramaglia to serve as the Chief Executive Officer of the Company effective as of the Closing and pursuant to the terms of a Consulting Agreement between the
Company and Mr. Gramaglia. Under the terms of the Consulting Agreement, Mr. Gramaglia will serve as Chief Executive Officer of the Company for a term of eighteen (18)
months, unless earlier terminated pursuant to the terms of the Consulting Agreement. In exchange for his service as Chief Executive Officer, the Company will pay Mr.
Gramaglia an annual fee of $30,000 and will pay his reasonable expenses associated with the performance of his duties as Chief Executive Officer.
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Mr. Gramaglia brings to the Company a wealth of knowledge and experience with respect to mid-sized companies with a core business involving the manufacture of products.
Mr. Gramaglia’s prior professional experience include sales and marketing with a focus on business development and mergers and acquisitions, with specific competences in
turnaround projects based on topline development. Mr. Gramaglia has worked with a variety of companies and entrepreneurial groups, including Urmet, an integrated building
communication and security systems manufacturer, and Gewiss, a provider of energy and light products services, for which Mr. Gramaglia served as the International Sales
Director from 2016 to March 2017, publicly listed Italian companies (Nice) and a group held by a financial investor, Targetti Sankey, S.p.A., a lighting design and
manufacturing firm. He served as the Chief Executive Officer of Targetti Sankey, S.p.A., from March 2017 to April 2018. Mr. Gramaglia has served as the Chief Executive
Officer and director of VDA since April 2019. Mr. Gramaglia has also served as a Partner of OPES Mind, a management consulting firm, since July 2020. Mr. Gramaglia has a
degree in Marketing and Export Trade from Università degli studi Torino.
 
Other than as described above, there are no plans, contracts, arrangements or understandings between Mr. Gramaglia and any other person pursuant to which Mr. Gramaglia was
appointed as Chief Executive Officer. There are no family relationships among any of the Company’s directors or executive officers and Mr. Gramaglia, nor is Mr. Gramaglia
party to any transaction required to be disclosed under Item 404(a) of Regulation S-K involving the Company.
 
(e) Also in connection with the Transaction, the Company entered into new employment agreements with three executives (the “Continuing Executives”) to be effective upon
the Closing. The Continuing Executives are Jason L. Tienor, who will serve as Chief Sales & Operation Officer of the Americas, Jeffrey J. Sobieski, who will serve as Chief
Technology Officer, and Richard E. Mushrush, who will serve as Chief Financial Officer.
 
Mr. Tienor’s employment agreement has an initial term of two (2) years, which will automatically renew for a period of an additional twelve (12) months subject to the
termination provisions, and provides for a base salary of $222,800 per year as well as bonuses and benefits based upon the Company’s internal policies and participation in the
Company’s incentive and benefit plans.
 
Mr. Sobieski’s employment agreement has an initial term of one (1) year, which will automatically renew for a period of an additional twelve (12) months subject to the
termination provisions, and provides for a base salary of $211,625 per year as well as bonuses and benefits based upon the Company’s internal policies and participation in the
Company’s incentive and benefit plans.
 
Mr. Mushrush’s employment agreement has an initial term of one (1) year, which will automatically renew for a period of an additional twelve (12) months subject to the
termination provisions, and provides for a base salary of $122,000 per year as well as bonuses and benefits based upon the Company’s internal policies and participation in the
Company’s incentive and benefit plans.
 
Stock options or other awards may be periodically granted to employees under the Company’s equity incentive plan at the discretion of the Compensation Committee of the
Board. Executives of the Company are eligible to receive stock option grants, based upon individual performance and the performance of the Company as a whole.
 
The employment agreement of each of the Continuing Executives contains provisions describing the Continuing Executive’s compensation in the event of a separation. If a
Continuing Executive is terminated with Cause (as defined below) or as a result of death or disability, he will be entitled to the accrued, unpaid portion of his base salary,
accrued, unused paid time off, unpaid expenses, and benefits to which the Continuing Executive may be entitled under the terms of any applicable compensation arrangement or
benefit plan provided (the “Accrued Compensation”). If the Continuing Executive is terminated by the Company without Cause or resigns for Good Reason (as defined below),
in addition to Accrued Compensation, the Continuing Executive is entitled to receive an amount equal to his base salary for twelve (12) months following the termination, and
the Company will pay the Continuing Executive’s health insurance premiums for the same period. In addition, if Mr. Tienor is terminated for any reason, he will also be entitled
to payment for redemption of his current holdings of Series A preferred stock in an amount equal to the Series A original issue price plus unpaid accruing dividends for such
shares to the date of redemption (as set forth in the Company’s Articles of Incorporation currently in effect), to the extent such redemption is permitted by applicable law.
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Under each of the employment agreements, “Cause” is generally defined as the occurrence of any of the following: (i) theft, fraud, embezzlement or any other act of intentional
dishonesty by the executive officer; (ii) any material breach by the executive officer of any provision of his employment agreement that is not cured within fourteen (14) days
after written notification by the Company; (iii) any habitual neglect of duty or misconduct of the executive officer in discharging any of his duties and responsibilities under his
employment agreement after a written demand for performance was delivered to the executive officer; (iv) commission by the executive officer of a felony or any offense
involving moral turpitude; or (v) any default of an executive officer’s obligations under his employment agreement, or any failure or refusal of the executive officer to comply
with the Company’s policies, rules and regulations that is not cured within fourteen (14) days after written notification by the Company. “Good Reason” is generally defined as
the occurrence of any of the following: (i) any material adverse reduction in the scope of the executive officer’s authority or responsibilities; (ii) any reduction in the amount of
the executive officer’s compensation or participation in any employee benefits; or (iii) the executive officer’s principal place of employment is actually or constructively moved
to any office or other location seventy-five (75) miles or more outside of Milwaukee, Wisconsin. The executive officer must provide the Company with written notice of the
Good Reason and if such reason involves a reduction in the scope of the executive officer’s authority or duties, the Company shall have thirty (30) days to cure the defect.
 
Item 8.01. Other Events.
 
On January 12, 2022, the Company issued a press release announcing the closing of the Transaction. A copy of the press release is furnished as Exhibit 99.1 of this report.

 
The information under Item 8.01 and in Exhibit 99.1 of this Current Report on Form 8-K is being furnished and shall not be deemed “filed” for the purpose of Section 18 of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that section. The information under Item 8.01 and in Exhibit 99.1 of



this Current Report on Form 8-K shall not be incorporated by reference into any filing under the Securities Act or the Exchange Act, except as shall be expressly set forth by
specific reference in such a filing.
 
 
Item 9.01 Financial Statements and Exhibit.
 
Exhibit No. Description
  
99.1 Press Release, dated January 12, 2022
104 Cover Page Interactive Data File (embedded within the Inline XBRL document).
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SIGNATURE
 
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:  January 12, 2022 TELKONET, INC.
  
  
 By: /s/ Piercarlo Gramaglia 
 Piercarlo Gramaglia
 Chief Executive Officer
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Exhibit 99.1
 

 
 
Media Contacts:
Telkonet Investor Relations
414.721.7988
ir@telkonet.com
 
FOR IMMEDIATE RELEASE
 

TELKONET CLOSES FINANCING TRANSACTION WITH VDA GROUP
 

Strategic Transaction Expands Companies’ Reach and Creates Opportunity for Global Leadership in Intelligent Automation, Occupancy-based Energy Management and
Iot Technology

through a Collective World-wide Presence
 

Telkonet, Inc. (OTCQB: TKOI) (“Telkonet”) and VDA Group S.p.A. ("VDA") today announced that they have closed a strategic financing transaction pursuant to which VDA
has contributed $5 million to Telkonet (the “Financing”) in exchange for the issuance of a majority of shares of common stock of Telkonet and a warrant to purchase additional
shares of common stock. In connection with the Financing, Arthur Byrnes, Peter Kross and Leland Blatt resigned from Telkonet’s board of directors and Piercarlo Gramaglia,
Flavio de Paulis and Steven Quick filled the resulting vacancies, bringing with them deep industry experience that will enhance the leadership of the new joint enterprise. In
addition, Jason Tienor resigned as CEO of Telkonet and has taken on a new role as Chief Sales & Operations Officer of the Americas. Mr. Gramaglia, CEO of VDA Group, will
act as CEO of Telkonet.
 
The Financing will allow Telkonet and VDA to create a strategic dynamic that will allow each company to enhance their market position and will provide both companies with
an opportunity to leverage the respective strengths of their businesses in the areas of Intelligent Automation, occupancy-based energy management and Iot technology services
(“IOT”) for global markets in specific sectors, including hospitality, military housing, student housing, multi-family housing and assisted living. The companies’ respective
teams, skills and resources will allow Telkonet and VDA to act on opportunities offered in the new era of IOT and synergies between the two companies will offer customers
additional products, technologies and excellent service as it positions itself to take advantage of the technological transformation taking place in the targeted industries.
 
"For Telkonet, this combination represents an excellent opportunity to expand our reach within markets outside the US and to be able to compete in an increasingly attractive
and competitive field,” said Mr. Tienor. “I'm fully convinced that our combined teams will introduce exceptional new alternatives in smart technology and room controls and
successfully seize the opportunities offered by this new era of intelligent automation."
 
“With Telkonet we have found the ideal partner, which on the one hand approaches the market in a way very similar to ours, placing people at the center, and on the other hand,
completes the offering of our solutions thanks to their expertise in the world of Energy Management," said Mr. Gramaglia.  "The goal we are setting is to put ourselves at the
service of the hospitality market to ensure that the digital transformation in place increases its benefits exponentially. Sustainability and user experience can be enhanced if all
the operators involved collaborate in this ambitious project."
 
About Telkonet
 
Telkonet, headquartered in Waukesha, Wisconsin, is an IOT innovator focused on Intelligent Automation and Energy Management through the use of individualized climate
controls that enable guests or residents of hotels or homes to intelligently control energy usage in accordance with their preferences, while reducing energy consumption and
improving facility management capabilities. Telkonet was founded in 1999 and has successfully deployed over 700,000 intelligent climate control devices across more than
4,000 properties.
 
About VDA
 
VDA, headquartered in Pordenone, Italy, is an Italian company founded in 1980 that develops and realizes advanced solutions for integrated Room Management and Interactive
Television Systems, primarily in the world-wide hospitality market. Thanks to its 100% made-in- Italy technology and its in-house research and development, VDA has
secured a leading position in the sector, positioning itself as a smart room solution provider. With over 250,000 active installations for the most prestigious hotels in the world,
VDA leads the industry as a reference technological partner for tailor-made solutions that can improve the guest experience. VDA operates in 30 countries through branches in
the UK, the UAE, Hong Kong and Bangkok.

 
 


