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Item 1.01 Entry into a Material Definitive Agreement.

Credit Facility Agreement With Cleveland Capital, L.P.

On October 26, 2018, Flux Power Holdings, Inc.’s (the “Company”) wholly-owned subsidiary, Flux Power, Inc. (“Flux”), entered into a credit facility
agreement with Cleveland Capital, L.P., a Delaware limited partnership (“Cleveland”), our minority shareholder, pursuant to which Cleveland agreed to make
available to Flux a line of credit (“Cleveland LOC”) in a maximum principal amount at any time outstanding of up to Two Million Dollars ($2,000,000).

The Cleveland LOC has an origination fee in the amount of Twenty Thousand Dollars ($20,000), which represents one percent (1%) of the Cleveland
LOC, and carries a simple interest of twelve percent (12%) per annum. Interest is calculated on the basis of the actual daily balances outstanding under the
Cleveland LOC. The Cleveland LOC is due on December 31, 2018.

Credit Facility Agreement With Private Investor

On October 31, 2018, Flux entered into a credit facility agreement with a private investor in Louisana, (“Investor”), pursuant to which Investor agreed to
make available to Flux a line of credit (“Investor LOC”) in a maximum principal amount at any time outstanding of up to Five Hundred Thousand Dollars
($500,000).

The Investor LOC has an origination fee in the amount of Five Thousand Dollars ($5,000), which represents one percent (1%) of the Investor LOC, and
carries a simple interest of twelve percent (12%) per annum. Interest is calculated on the basis of the actual daily balances outstanding under the Investor LOC.
The Investor LOC is due on December 31, 2018.

Early Note Conversion Agreement

On October 31, 2018, the Company entered into an Early Note Conversion Agreement (the “Early Note Conversion Agreement”) with Esenjay
Investments, LLC (“Esenjay”), an entity owned and controlled by Michael Johnson, a director of the Company, pursuant to which Esenjay agreed to immediately
exercise its conversion rights under the Unrestricted and Open Line of Credit, dated September 24, 2012 (as amended from time to time, the “Esenjay Loan”) to
convert the outstanding principal amount of $7,975,000 (“Principal”) plus accrued and unpaid interest for 15,027,134 shares of the Company’s common stock. In
order to induce Esenjay to exercise early the conversion of the Esenjay Loan, the Company agreed to issue an additional 268,018 Shares (“Additional Shares”),
valued at $160,811, which is equal to the interests that Esenjay would have earned on the Principal had Esenjay converted the Esenjay Loan on the maturity
date of January 31, 2019.




Amendment to Convertible Promissory Note

On October 25, 2018, the Company and Scott Kiewit entered into an Amendment (“Amendment to Kiewit Note”) to amend the Convertible Promissory
Note, dated as of April 27, 2017 (the “Kiewit Note”), pursuant to which Scott Kiewit loaned Five Hundred Thousand Dollars ($500,000) to the Company. This
transaction was initially reported on Form 8-K on February 9, 2017. The Amendment (i) extends the maturity date of the Convertible Note from October 27, 2018
to February 1, 2019 and (ii) allows for the automatic conversion of the Convertible Note immediately following the full conversion of the line of credit granted by
Esenjay to the Company under the Esenjay Loan into shares of Common Stock of the Company. As a result of the conversion of Esenjay Loan, the Kiewit Note
automatically converted into the right to receive 502,091 Shares.

The foregoing description of the terms of the Cleveland LOC, the Investor LOC, the Early Note Conversion Agreement, and the Amendment do not
purport to be complete and are qualified in their entirety by reference to the full text of the respective agreements, copies of which are file hereto as Exhibits 10.1,
10.2, 10.3, and 10.4.
ltem 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

The information disclosed in Item 1.01 of this Current Report on Form 8-K is incorporated by reference into this Item 2.03.

Item 3.02 Unregistered Sales of Equity Securities.

On October 31, 2018, the Company issued 15,295,152 Shares to Esenjay in connection with the terms and conditions of the Esenjay Loan and the
Early Note Conversion Agreement. Immediately following the conversion of the Esenjay Loan, the Company issued 502,091 Shares to Scott Kiewit pursuant to
the terms and conditions of the Kiewit Note and the Amendment to Kiewit Note.

The Shares issued to Esenjay and Scott Kiewit have not been registered under the Securities Act of 1933, as amended (“Securities Act”), and may not
be offered or sold in the United States absent registration or an applicable exemption from the registration requirements of the Securities Act. The Shares were
issued to the accredited investors in reliance upon exemptions from registration pursuant to Section 4(a)(2) of the Securities Act and Section 3(a)(9) of the

Securities Act.

Item 9.01 Financial Statement and Exhibits.
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Credit Facility Agreement, dated October 26, 2018, with Cleveland Capital L.P.

10.2 Credit Facility Agreement, dated October 31, 2018, with Private Investor
10.3 Early Note Conversion Agreement, dated October 31, 2018, with Esenjay Investments, LLC.
10.4 Amendment to Convertible Promissory Note, dated October 25, 2018, with Scott Kiewit
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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.

Flux Power Holdings, Inc.,
A Nevada Corporation

Dated: November 1, 2018 /s/ Ronald F. Dutt

Ronald F. Dutt, Chief Executive Officer and Chief Financial
Officer




CREDIT FACILITY AGREEMENT

THIS CREDIT FACILITY AGREEMENT (the “Agreement™), dated as of Oﬂabcr%. 2018 (the
“Effective Date™), is entered into by and between Flux Power, Inc., a Califomia corporation
(“Borrower”), and Cleveland Capital, L.P., a Delaware limited partnership (* ).

WHEREAS, Borrower has requested that Lender make available to Borrower a short term line of
credit (the “LOC") in a maximum principal amount at any time outstanding of up to Two Million Dollars
($2,000,000), the proceeds of which shall be used by Borrower to purchase inventory and as working
capital; and

WHEREAS, Lender is willing to advance funds o Borrower upon the terms and subject to the
conditions set forth herein.

NOW, THEREFORE, in consideration of the above recitals and for other good and valuable
consideration, the receipt and adequacy of which is hereby acknowledged, Borrower and Lender hereby
agree as follows:

1. Credit Facility.

(a) Subject 1o the sole discretion of Lender, and subject 1o the terms and conditions
of this Agreement, Lender hereby agrees to extend on an uncommitted discretionary basis a LOC of up to
Two Million Dollars ($2,000,000) (the “Advances™) to Borrower from time to time from the date hereof
until terminated by the parties pursuant to the Unsecured Promissory Mote, dated the date hereof, in
substantially the form attached hereto as Exhibit A (the “Note™), the terms of which are incorporated
herein by this reference. All Advances shall be made pursuant to the terms and obligations set forth in the
Loan Documents.

(b) For the purposes of the Advances, subject to the limitations, terms and conditions
set forth in the Loan Documents, Borrower may, from time to time, prior to the Due Date (as defined in
the Note) draw down, repay, and re-borrow on the Note by giving notice to Lender of the amount to be
requested to be drawn down,

(c) All Advances shall be used by Borrower for the purchase of inventory and for
working capital purposes.

(d) The Note, together with all of the other agreements, documents, and instruments
heretofore or hereafter executed in connection therewith or with the LOC to be made under this
Agreement, as the same may be amended, supplemented or modified from time to time, shall collectively
be referred to herein as the “Loan Documents.”

2 Interest Rate and Fees. Interest and fees shall accrue and be payable on the Advances as
set forth in the Note.

3. Represeniations and Warranties of Borower. Borrower represents and warrants 1o
Lender that:
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(a)  Corporate Existence and Power,

(i) Borrower is a corporation duly organized, validly existing and in good
standing under the laws of the State of Califomia.

(i1) Borrower has the power and authority to own its properties and assets
and to carry out its business as now being conducted.

(i)  Borrower has the power and authority to execute, deliver and perform the
Loan Documents to which it is a party, to borrow and guaranty meney in accordance with the terms
thereof, to execute, deliver and perform its obligations under the Note and the other Loan Documents to
which it is a party and any other documents made by it as contemplated hereby,

(b) uthorization al vals. All corporate action on the part of Borrower, its
board of directors, and shareholders necessary for the (a) authorization, execution, delivery and
performance by it of the Loan Documents to which it is a party, and (b) the performance of its obligations
under the Loan Documents, has been taken or will be taken prior to this Agr . This Agr t and
the other Loan Documents, when executed and delivered by Borrower shall constitute the valid and
binding obligations of Borrower, enforceable in accordance with their respective terms.

(c) rience. Borrower has a pre-existing
business relationship with Lender and has such knowlcdgc and experience in financial and business
matters: (a) 1o be capable of evaluating the merits and risks of the LOC, (b) to make an informed decision
relating thereto, and (c) to protect its own interests in connection with the transaction contemplated by
this Agreement. No fiduciary, advisory or agency relationship between Borrower and Lender is intended
to be or has been created in respect of the transactions contemplated by the Loan Documents.

(d) Compliance with Laws, Etc. The exccution and delivery of this Agreement and
the other Loan Documents does not and will not violate any requirement of law or any contractual
obligation of Borrower.

(€) Defaults. Borrower is not currently in default of any contractual obligation that
would have a material adverse effect on Borrower's business, assets or financial condition.

n Litigation. There is no litigation, arbitration or other proceedings taking place,
pending or to the knowledge of Borrower threatened against Borrower or any of its assets which questions
the validity of this Agreement or the right of Borrower to enter into it or to consummate the transactions
contemplated hereby.

4, Representations and Warranties of Lender. Lender represents and warrants to Borrower

(a) Requisite Power and Authority. Lender has all of the requisite power, authority,
and capacity 1o execute, deliver, and comply with the terms of this Agreement, and such execution,
delivery, and compliance does not conflict with, or constitute a default under, any instruments governing
Lender, any law, regulation or order, or any agreement to which Lender is a party or by which the Lender
may be bound. All action on Lender’s part necessary for the execution and delivery of the Agreement,
the consummation of the transactions contemplated hereby, and the performance of all obligations of
Lender hereunder has been taken. This Agreement has been duly executed and delivered by Lender.
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(b) 3 Lender has a pre-existing
business relationship with Borrower and has such knnwtedgc and experience in financial and business
matlers: (a) to be capable of evaluating the merits and risks of the loan to Borrower, (b) to make an
informed decision relating thereto, and (c) to protect its own interests in connection with the transaction
contemplated by this Agreement.

5. Covenants. Without the prior written consent of the Lender, Borrower covenants and agrees with
Lender that, from and after the date of this Agreement until all amounts under the Loan
Documents are paid in full that Borrower will not, and will not permit any of its subsidiaries to:

(a) Debt. Create, incur, assume, guarantec or be or remain liable with respect to any Debt.
For purposes of the Loan Documents, “Debt™ means, of any individual, corporation,
partnership, business trust or other entity (a “Person™), (1) all obligations for borrowed
money, (i) all obligations evidenced by bonds, notes, debentures, or other similar
instruments, (iii) all obligations to pay the deferred purchase price of any property or
services (excepl trade accounts payable arising in the ordinary course of business) and
(iv) any other cbligation for borrowed money or other financial accommodations which
in accordance with GAAP would be shown as a liability on the balance sheet of such
Person (or any obligation arising with respect to any other transaction that is the
functional equivalent of borrowing but which does not constitute a liability on the
balance sheet of such Person);

(b) Encumbrances. Create, incur, assume or allow any mortgage, lien, deed of trust, charge,
pledge, security interest or other encumbrance (each, a "Lien”) with respect to any of its
property, or assign or otherwise convey any right to reccive income, or permit any
subsidiary 50 to do;

(c) Restricted Payments. Declare or pay any dividends or make any other payment or
distribution on account of its equity interests, or redeem, purchase, retire, call or
otherwise acquire any of its equity interests;

(d) Investments, Make, hold or maintain, any advance, loan, extension of eredit, or capital
contribution to or investment in, or purchase any stock, bonds, notes, debentures, or other
securities of, any Person;

(e) Disposition of Assets. Sell, lease, assign, transfer, or otherwise dispose of any of its
material assets, except in the ordinary course of business; and

0] Prepayment of Debi. Make any optional or voluntary payment, prepayment, repurchase
or redemption of any Indebtedness, except any amount under the Loan Documents,

6. Notices. Any notice, request, instruction, or other document to be given hereunder by
any party hereto to any other party will be in writing and will be given by delivery in person, by facsimile
transmission, by email or other electronic communication, by overnight courier or by registered or
certified mail, postage prepaid (and will be deemed given when delivered if delivered by hand, when
transmission confirmation is received if delivered by facsimile, three (3) days afier mailing if mailed by
United States mail, and one (1) business day after deposited with an overnight courier service if delivered
by overnight courier), as follows:
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If to Borrower: Flux Power, Inc.
Attn: President
985 Poinsettia Avenue, Suite A
Vista, CA 92081

If to Lender: Cleveland Capital, L.P.
Atwn: General Partner
1250 Linda Street, Suite 304
Rocky River, OH 44116

or at such other address of which any party may, from time to time, advise the other party by notice in
writing given in accordance with the foregoing. The date of receipt of any such notice shall be deemed to
be the date of delivery or facsimile (with confirmation) thereof.

7 Entire ,ﬁg! ment.  This Agreement, the Loan Documents, and the other agreements
entered into in connection herewith supersede all pricr negotiations and agreements (whether written or
oral) and constitute the entire understanding among the parties hereto.

8. Successors. This Agreement shall inure to the benefit of and be binding upon the parties
named herein and their respective successors and assigns.

9. Headings. The section headings contained in this Agreement are for convenience only
and shall not control or affect the meaning or construction of any of the provisions of this Agreement.

10.  Govemning Law. This Agreement shall be construed and enforced in accordance with the
laws of the State of Delaware without reference to principles of conflict of law and, in the event of any
litigation or other dispute in connection with this Agreement or any of the exhibits attached hereto, the
venue and jurisdiction of which shall be in the Court of Chancery of the State of Delaware.

11. Delay, Etc. No delay or omission o exercise any right, power or remedy accruing to any
party hereto shall impair any such right, power or remedy of such party nor be construed 1o be a waiver of
any such right, power or remedy, nor constitute any course of dealing or performance hereunder.

12.  Cosls and Attomeys’ Fees and Indemnity, Borrower agrees (i) to pay on demand all costs and

expenses of Lender in connection with the Loan Documents, including all costs and expenses in
connection with any default and the enforcement of this Agreement, all taxes and similar charges and
levies, any filing, registration, recording contemplated by the Loan Documents, any litigation, dispute,
suit, proceeding or action and the protection of its interests in bankrupicy, insolvency or other legal
proceedings and (i) defend, indemnify and hold harmless Lender against any and all liabilities, costs and
expenses (including, without limitation, legal fees and expenses) arising from or relating to the
negoliation, execution, delivery, performance, administration or enforcement of any of the Loan
Documents, any of the transactions contemplated by the Loan Documents, any breach by Borrower of any
representation, covenant or other agreement contained in any of the Loan Documents, any environmental
claim or cleanup of any hazardous materials, any investigation, litigation or other proceedings. The term
“expenses,” as used herein, means any expenses incurred by Lender in connection with any of the out of
court, state, federal or bankruptey proceedings referenced above, including but not limited to, the fees and
expenses of any appraisers, consultants and expert witnesses retained or consulted by Lender in
connection therewith. Lender shall also be entitled to its attorneys” fees, costs and expenses incurred in
any post judgment proceedings to collect and enforce the judgment.
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13. Waiver and Amendment. Any of the terms and provisions of this Agreement may be
waived at any time by the party that is entitled to the benefit thereof, but only by a wrillen instrument

executed by such party. This Agreement may be amended only by an agreement in writing executed by
the parties hereto.

14, unt 4 o ransmi . This Agreement may be executed in one or more
counterparts (any of which may be delivered by fax or electronic mail transmission), each of which will
for all purposes be deemed to be an original and all of which will constitute the same instrument.

IN WITNESS WHEREOF, the undersigned parties hereto have duly executed this Agreement
effective as of the date first above written,

BORROWER:

Flux Power, Inc.,
a California corporation

07

Ronald F. Dutt, Chief Executive Officer

LENDER:

Cleveland Capital, L.P.

By:

Wade Massad,
Managing Member of General Partner
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EXHIBIT A

UNSECURED PROMISSORY NOTE
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UNSECURED PROMISSORY NOTE

£2,000,000 Vista, California
Octoberd g 2018

FOR VALUE RECEIVED, Flux Power, Inc., a California corporation (“Borrower™), hereby
unconditionally promises to pay to Cleveland Capital, L.P., a Delaware limited partnership (“Lender™),
the principal amount of Two Million Dollars ($2,000,000) or such lesser principal amount (“Principal
Amount”) as Lender may have advanced 1o Borrower pursuant to that centain Credit Facility Agreement,
dated October _, 2018, by and between Borrower and Lender (the Mﬂmmm{ ),
together with the origination fee and interest on the outstanding Principal Amount in accordance with the
terms hereof, from the date hereof until the date on which this Note is paid in full.

This Note is made and delivered by Borrower to Lender pursuant to the terms of the Credit
Facility Agreement. Under the Credit Facility Agreement, Lender agreed to advance funds up to a
maximum of Two Million Dollars ($2,000,000) to Borrower, from time to time, to be used by Borrower
to purchase inventory and for general working capital purposes. All capitalized terms used and not
defined herein shall have the meanings ascribed to them in the Credit Facility Agreement.

I Advances. So long as there is no Event of Default (as defined below in Section 5),
Lender may at its sole discretion on an uncommitted and discretionary basis provide Advances hereunder
so long as the total of all unpaid Advances at the time of such request does not exceed Two Million
Dellars (3$2,000,000) (the “Maximum_Amount™). If, at any time or for any reason, the amount of
Advances pursuant to this Note owed by Borrower to Lender exceeds the Maximum Amount, Borrower
shall immediately pay to Lender, in cash, the amount of such excess. Lender is hereby authorized to
record the date and amount of each Advance on the grid attached hereto as Attachment A and
incorporated herein and any such recordation shall constitute prima facie evidence of the accuracy of the
information so recorded.

2. Origination Fee, Origination fees in the aggregate amount of $20,000, which represents
one percent (1%) of the LOC (“Origination Fees™), are due and payable to Lender on or before the
Maturity Date.

3 T he Promissory Note.

(a) Interest Rate. Simple Interest on the then outstanding Principal Amount of this
Note shall accrue at a rate of one percent (1%) per month (12% per annum). Al interest shall be
calculated on the basis of the actual daily balances of Principal Amount outstanding for the exact number
of days elapsed, using a year of three hundred sixty (360) days. Any outstanding principal of the
Advances and (to the fullest extent permitted by law) any other amount payable under the Loan
Documents that is not paid in full when due (whether at stated maturity, by acceleration, or otherwise)
shall bear interest at 14% per annum.

(b) Maturity Date. Except as otherwise provided herein, the entire Principal Amount
of this Note, together with the Origination Fees and all accrued but unpaid interest payable thereon, shall
be due and payable without demand or notice, subject to acceleration as provided in this Note, on
December 31, 2018 (the “Maturity Date™).

{c) Voluntary Prepayment Premium. The Advances including any accrued and

unpaid interests due under this Note may be prepaid, in whole or in part, at any time prior to the Maturity
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Date at Borrower's election; provided, however, such prepayment shall be made together with the
payment of a voluntary prepayment premium for each Advance equal to (A) the interest that would have
been eamed from the date of the Advance 1o a date that is 61 days from the date such Advance was made,
less (B) the accrued interest on such Advances (subject to Section 7 of this Note). Prepayments will be
first applicd against the voluntary prepayment premium, accrued interest, and then principal. Full
prepayment of an Advance will include payment of all principal plus all interest then due (including the
voluntary prepayment premium) as of the payoff date.

4. Set-Off.  In addition to any other rights or remedies which Lender may have (whether
hereunder, by law or otherwise), Lender is authorized at any time and from time to time, without prior
notice to Borower, to set-off and apply against any and all amounts owing at such time by Lender to or
for the account of Borrower against all obligations owing by Borrower to Lender under this Note now or
hereafler existing, irrespective of whether Lender shall have made any demand under this Note and
although such obligations may be contingent or unmatured. All payments under this Note made to
Lender shall be made without offset, deduction, taxes or withholdings.

5. Events of Default. The occurrence of any one or more of the following events shall
constitute an “Event of Default” hereunder:

(a) Payments. Borrower fails to make any payment when due under this Note,
(b)  Representations and Warranties. Any representation or warranty by Borrower

under or in connection with any Loan Document shall prove to have been incorrect in any material
respect when made or deemed made,

(c) Failur B Perfi r . Borrower shall fail to perform

or observe any other term, covenant or agreement contained herein and any such failure shall remain
unremedicd for a period of twenty (20) days from the occurrence thereof (unless Lender reasonably
determines that such failure is not capable of remedy).

(d) Insolvency. (i) Borrower shall be dissolved, liquidated, wound up or cease its
existence, except to the extent expressly permitted hereunder; or (ii) Borrower (A) shall make a general
assignment for the benefit of creditors, or shall generally fail to pay, or admit in writing its inability 1o
pay, its debts as they become due (with the exception of the account receivable currently owed to the
Lender), subject to applicable grace periods, if any, whether at stated maturity or otherwise; (B) shall
voluntarily cease to conduct its business in the ordinary course, except to the extent expressly permitied
hereby; (C) shall commence any Insolvency Proceeding with respect to itself; or (D) shall take any action
to effectuate or authorize any of the foregoing. As used herein, “Insolvency Proceeding” means (i) any
case, action or proceeding before any court or other governmental agency or authority relating to
Bankruptey, reorganization, insolvency, liquidation, receivership, dissolution, winding-up or relief of
debtors, or (ii) any general assignment for the benefit of creditors, composition, marshalling of assets for
creditors, or other, similar arrangement in respect of its creditors generally or any substantial portion of its
creditors, in each case undertaken under U.S. federal, state or foreign law, including the Bankruptey
Code; and “Bankruptcy Code™ means Title 11 of the United States Code entitled “Bankruptey.”

(e) Invi edi (i) Any involuntary Insolvency Procceding is
commenced or filed against Borrower or any writ, judgment, warrant of attachment, execution or similar
process, is issued or levied against a substantial part of Borrower’s properties, and any such proceeding or
petition shall not be dismissed, or such writ, judgment, warrant of attachment, execution or similar
process shall not be released, vacated or fully bonded within thirty (30) days after commencement, filing
or levy; (i) Borrower admits the material allegations of a petition against it in any Insolvency Proceeding,
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or an order for relief (or similar order under non-U.S. law) is ordered in any Insolvency Proceeding; or
(iif) Borrower acquicsces in the appointment of a receiver, trustee, custodian, conservator, liquidator,
morigagee in possession (or agent therefore), or other similar Person for itself or a substantial portion of
its property or business.

n Material Adverse Change. Any Material Adverse Change shall occur that gives
Lender reasonable grounds to conclude that Borrower may not, or will be unable to, perform or observe in
the nermal course its obligations under this Note. For the purpose of this Note, “Material Adverse
Change” means a material adverse effect on (i) the business operations or condition (financial or
otherwise) of Borrower, taken as a whole, or (ii) the ability of Borrower to repay the obligations under
this Note or otherwise perform its obligations under the Loan Documents.

{g) Judgments. (i) A final judgment or order for the payment of money in excess of
One Hundred Thousand Dollars ($100,000) which is not fully covered by third-party insurance shall be
rendered against Borrower, or (ii) any non-monetary judgment or order shall be rendered against
Borrower which has resulted in or would reasonably be expected to result in a Material Adverse Change;
and in each case there shall be any period of thirty (30) consecutive days during which such judgment
continues unsatisfied or during which a stay of enforcement of such judgment or order, by reason of a
pending appeal or otherwise, shall not be in effect.

Upon the occurrence of an Event of Default hereunder, Lender may, in its sole and absolute
discretion, declare the entire unpaid Principal Amount, together with all accrued and unpaid interest
thereon, and all other amounts and payments due hercunder, immediately due and payable, without
presentment, demand, protest or further notice of any kind, all of which are hereby expressly waived by
Borrower; and exercise all rights and remedies available to Lender under the Loan Documents and
applicable law (provided upon the happening of an event specified in subsections (d) or (¢) of this Section
with respect to the Borrower, the Principal Amount, accrued interest and any other sums payable by the
Borrower under the Loan Documents shall be immediately due and payable without declaration or other
notice to the Borrower).

6. Costs and Expenses. Borrower agrees (i) to pay on demand all costs and expenses of
Lender in connection with the Loan Documents, including all costs and expenses in connection with any
default and the enforcement of this Agreement, all taxes and similar charges and levies, any filing,
registration, recording contemplated by the Loan Documents, any litigation, dispute, suit, proceeding or
action and the protection of its interests in bankruptey, insolvency or other legal proceedings and (i)
defend, indemnify and hold harmless Lender against any and all liabilities, costs and expenses (including,
without limitation, legal fees and expenses) arising from or relating to the negotiation, execution,
delivery, performance, administration or enforcement of any of the Loan Documents, any of the
transactions contemplated by the Loan Documents, any breach by Borrower of any representation,
covenant or other agreement contained in any of the Loan Documents, any environmental claim or
cleanup of any hazardous materials, any investigation, litigation or other proceedings. The term
“expenses,” as used herein, means any expenses incurred by Lender in connection with any of the out of
court, state, federal or bankruptey proceedings referenced above, including but not limited to, the fees and
expenses of any appraisers, consultants and expert witnesses retained or consulted by Lender in
connection therewith, Lender shall also be entitled to its attorneys’ fees, costs and expenses incurred in
any post judgment proceedings to collect and enforce the judgment. This provision is separate and
several and shall survive the merger of this Note into any judgment on this Note.

T Other Provisions Relating to Interest and Charges. Notwithstanding any other provision

contained in this Note or in any agreement, document or instrument related to the transaction of which
this Mote is a part: (a) the interest rate, charges and the payments provided for herein and therein shall in

4B25-R1%2.20732 3




no event exceed the rates and charges and the payments which would result in interest being charged at a
rate exceeding the maximum allowed by law; and (b) if, for any reason whatsoever, the Lender hereof
ever receives as interest (or as a charge in the nature of interest) in connection with the transaction of
which this Note is a part an amount which would result in interest being charged at a rate exceeding the
maximum allowed by law, such amount or portion thereof as would otherwise be excessive interest shall
automatically be applied toward reduction of the unpaid principal balance then outstanding hereunder.,
Any such amount shall not be applied toward payment of interest (or toward payment of a charge in the
nature of interest).

8. Severance. Whenever possible, cach provision of this Note shall be interpreted in such
manner as to be effective and valid under all applicable laws and regulations. If, however, any provision
of this Note shall be prohibited by or invalid under any such law or regulation in any jurisdiction, it shall,
as 1o such jurisdiction, be deemed medified to conform to the minimum requirements of such law or
regulation, or, if for any reason it is not deemed so modified, it shall be ineffective and invalid only to the
extent of such prohibition or invalidity without affecting the remaining provisions of this Note, or the
validity or cffectiveness of such provision in any other jurisdiction.

9. mendm Wai cept in Writing. This Note may be amended or modified
only by a writing duly executed by Borrower and Lender, which expressly refers to this Note and the
intent of the parties so to amend this Note. No provision of this Note will be deemed waived by Lender,
unless waived in a writing executed by Lender, which expressly refers to this Note, and no such waiver
shall be implied from any act or conduet of Lender, or any omission by Lender to take action with respect
to any provision of this Note. No such express written waiver shall affect any other provision of this
Note, or cover any default or time period or event, other than the malter as to which an express written
waiver has been given. Borrower may not assign or delegate this Note without the prior written consent
of Lender.

10. Successors and Assigns. The Loan Documents shall be binding upon and inure 1o the
benefit of Borrower, Lender, and their respective successors and permitted assigns. Neither party may
assign or transfer any of its rights or obligations under the Loan Documents without the prior written
consent of the other party (and any purported assignment without such consent shall be void).

il. Mo Benefit. Nothing expressed in or to be implied from this Note is intended io give, or
shall be construed to give, any person or entity, other than the parties hereto and their permitted
successors and assigns hereunder, any benefit or legal or equitable right, remedy or ¢laim under or by
virtue of this Note or under or by virtue of any provision herein,

12. Natices. Any notice, request, instruction, or other document 1o be given hereunder by
any party hereto to any other party, will be in writing and will be given by delivery in person, by facsimile
transmission, by email or other electronic communication, by ovemight courier or by registered or
certified mail, postage prepaid (and will be deemed given when delivered if delivered by hand, when
transmission confirmation is received if delivered by facsimile, three (3) days after mailing if mailed by
United States mail, and one (1) business day after deposited with an ovemight courier service if delivered
by overnight courier), as follows:

If to Borrower: Flux Power, Inc.
Attn; President
985 Poinsettia Avenue, Suite A
Vista, CA 92081
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If to Lender: Cleveland Capital, L.P.
Attn: General Partner
1250 Linda Street, Suite 304
Rocky River, OH 44116

or at such other address of which any party may, from time to time, advise the other partics by notice in
writing given in accordance with the foregoing. The date of receipt of any such notice shall be deemed to
be the date of delivery or facsimile (with confirmation) thereof.

13, Miscellancous.

(a) The meaning of defined terms shall be equally applicable to both the singular and
plural forms of the terms defined.

(b) References to agreements and other contractual instruments shall be deemed to
include all subsequent amendments and other modifications thereto.

(e) References to statutes or regulations are to be construed as including all statutory
and regulatory provisions consolidating, amending or replacing the statute or regulation referred to.

(d) Any captions and headings are for convenience of reference only and shall not
affect the construction of this Note.

(e) The rights and remedies of Lender as provided in this Note shall be cumulative
and concurrent and may be pursued singly, successively or together against Borrower, or any other
persons or entities who are, or may become liable for all or any part of this indebtedness, and any other
funds, property or security held by Lender for the payment hereof, or otherwise, at the sole discretion of
Lender. Failure to exercise any such right or remedy shall in no event be construed as a waiver or release
of such rights or remedies, or the right to exercise them at any later time,

14, Law and Jurisdiction. This Note shall be construed and enforced in accordance with the
laws of the State of Delaware without reference to principles of conflict of law and, in the event of any

litigation or other dispute in connection with this Note or any of the exhibits attached hereto, the venue
and jurisdiction of which shall be in the Count of Chancery of the State of Delaware.

[INTENTIONALLY LEFT BLANK - SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the undersigned duly authorized officer of Borrower has executed this
Note as of the date first set forth above,

BORROWER:

Flux Power, Inc.,
a California corporation

HE &
Ronald F. Dutt, Chief Executive Officer

By:
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ATTACHMENT A

OF THE UNSECURED PROMISSORY NOTE

SCHEDULE OF ADVANCES

Date of Advance

Amount Advanced Amount Repaid

Amount Availabl

tofz2¢/18

4] oc0, coo

3!3000 00O
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CREDIT FACILITY AGREEMENT

THIS FACILITY AGREEMENT (the “Agreement™), dated as of Oct 31, 2018 the “Effective
Date™), is entered into by and between Flux Power, Inc., a Califomnia corporation (“Borrower™), and Otio
Candies, Jr., a private investor in Louisiana (“Lender™).

WHEREAS, Borrower has requested that Lender make available to Borrower a short-term line of
eredit (the “LOC™) in a maximum princ ipal amount at any time outstanding of up to Five Hundred Thousand
Dollars ($500,000), the proceeds of which shall be used by Borrower to purchase inventory and as worki ng
capital; and

WHEREAS, Lender is willing to advance funds to Borrower upon the terms and subject 1o the
conditions set forth herein.

NOW, THEREFORE, in consideration of the above recitals and for other good and valuable
consideration, the receipt and adequacy of which is hereby acknowledged, Borrower and Lender hereby
agree as follows:

1. Credit Facility.

{a) Subject to the sole discretion of Lender, and subject to the terms and conditions of
this Agreement, Lender hereby agrees to extend on an uncommitted discretionary basis a LOC of up to Five
Hundred Thousand Dollars ($500,000}) (the “Advances™) to Borrower from time to time from the date
hereof until terminated by the parties pursuant to the Unsecured Promissory Note, dated the date hereof, in
substantially the form attached hereto as Exhibit A (the “Note™), the terms of which are incorporated herein
by this reference. All Advances shall be made pursuant to the terms and obligations set forth in the Loan
Documents,

(b) For the purposes of the Advances, subject to the limitations, terms and conditions
set forth in the Loan Documents, Borrower may, from time to time, prior to the Due Date (as defined in the
Nate) draw down, repay, and re-borrow on the Note by giving notice to Lender of the amount to be
requested to be drawn down.

(c) All Advances shall be used by Borrower for the purchase of inventory and for
working capital purposes.

(d) The Note, together with all of the other agreements, documents, and instruments
heretofore or hereafier executed in connection therewith or with the LOC to be made under this Agreement,
as the same may be amended, supplemented or modified from time to time, shall collectively be referred to
herein as the “Loan Documents.”

& Interest Rate and Fees. Interest and fees shall accrue and be payable on the Advances as
set forth in the Note.

& mmmgﬂmm. Borrower represents and warrants to Lender
that:
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(@) Corporate Existence and Power,

(i) Borrower is a corporation duly organized, validly existing and in good
standing under the laws of the State of California.

(ii) Borrower has the power and authority to own its properties and assets and
to carry out its business as now being conducted.

(i)  Borrower has the power and authority to execute, deliver and perform the
Loan Documents to which it is a party, to borrow and guaranty money in accordance with the terms thereof,
to execute, deliver and perform its obligations under the Note and the other Loan Documents to which it is
a party and any other documents made by it as contemplated hereby.

(b) Authorization and Approvals. All corporate action on the part of Borrower, its
board of directors, and shareholders necessary for the (a) awthorization, execution, delivery and
performance by it of the Loan Documents to which it is a party, and (b) the performance of its obligations
under the Loan Documents, has been taken or will be taken prior to this Agreement. This Agreement and
the other Loan Documents, when executed and delivered by Borrower shall constitute the valid and binding
obligations of Borrower, enforceable in accordance with their respective terms.

(€)  Preexisting Business Relationship: Expericnce. Borrower has a pre-existing
business refationship with Lenderand has such knowledge and experience in financial and business matters:
(a) to be capable of evaluating the merits and risks of the LOC, (b) to make an informed decision relating
thereto, and (c) to protect its own interests in connection with the transaction contemplated by this
Agreement. No fiduciary, advisory or agency relationship between Borrower and Lender is intended to be
or has been created in respect of the transactions contemplated by the Loan Documents.

(d) Compliance with Laws, Fic. The execution and delivery of this Agreement and
the other Loan Documents does not and will not violate any requirement of law or any contractual obligation
of Borrower,

{€) Defaulis. Borrower is not currently in default of any contractual obligation that
would have a material adverse effect on Borrower's business, assets or financial condition,

n Litigation. There is no litigation, arbitration or other proceedings taking place,
pending or to the knowledge of Borrower threatened against Borrower or any of its assets which questions
the validity of this Agreement or the right of Borrower to enter into it or to consummate the transactions
contemplated hereby.

4. Representations and W ties of 1 . Lender represents and warrants to Borrower
that:

(a) Requisite Power and Authority. Lender has all of the requisite power, authority,
and capacity to execute, deliver, and comply with the terms of this Agreement, and such execution, delivery,
and compliance does not conflict with, or constitute a default under, any instruments govemning Lender,
any law, regulation or order, or any agreement to which Lender is a party or by which the Lender may be
bound. All action on Lender’s part necessary for the execution and delivery of the Agreement, the
consummation of the transactions contemplated hereby, and the performance of all obligations of Lender
hereunder has been taken. This Agreement has been duly executed and delivered by Lender.
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(b) Pre-existing business relationship; Experience. Lender hasa pre-existing business
relationship with Borrower and has such knowledge and experience in financial and business matters: (a)
to be capable of evaluating the merits and risks of the loan to Borrower, (b) to make an informed decision
relating thereto, and (¢) to protect its own interests in connection with the transaction contemplated by this
Agreement,

5. Intentionally Left Blank,

6. Notices. Any notice, request, instruction, or other document to be given hereunder by any
party hereto to any other party will be in writing and will be given by delivery in person, by facsimile
transmission, by email or other electronic communication, by overnight courier or by registered or certified
mail, postage prepaid (and will be deemed given when delivered if delivered by hand, when transmission
confirmation is received if delivered by facsimile, three (3) days after mailing if mailed by United States
mail, and one (1) business day after deposited with an overnight courier service if delivered by overnight
courier), as follows:

If to Borrower: Flex Power, Inc.
Autn: President
985 Poinsettia Avenue, Suite A
Vista, CA 92081

Ifto Lender: Otto Candics, Jr.
17271 Hwy 90, PO Box 25
Des Allemands. LA 70030

or at such other address of which any party may, from time to time, advise the other party by notice in
writing given in aecordance with the foregoing. The date of receipt of any such notice shall be deemed to
be the date of delivery or facsimile (with confirmation) thereof.

7. Entire Agreement. This Agreement, the Loan Documents, and the other agreements
entered into in connection herewith supersede all prior negotiations and agreements (whether written or
oral) and constitute the entire understanding among the partics hercto,

8. Successors. This Agreement shall inure 1o the benefit of and be binding upon the parties
named herein and their respective successors and assigns.

9. Headings. The section headings contained in this Agreement are for convenience only and
shall not control or affect the meaning or construction of any of the provisions of this Agreement.

10. Goveming Law. This Agreement shall be construed and enforeed in accordance with the
laws of the State of Delaware without reference to principles of conflict of law and, in the event of any
litigation or other dispute in connection with this Agreement or any of the exhibits attached hercto, the
venue and jurisdiction of which shall be in the Court of Chancery of the State of Delaware.

1. Delay, Ete. No delay or omission 1o exercise any right, power or remedy aceruing to any

party hereto shall impair any such right, power or remedy of such party nor be construed to be a waiver of
any such right, power or remedy, nor constitute any course of dealing or performance hereunder.
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12, Costs and Attorneys” Fees and Indemnity. Borrower agrees (i) to pay on demand all costs and
expenses of Lender in connection with the Loan Documents, including all costs and expenses in connection
with any default and the enforcement of this Agreement, all taxes and similar charges and levies, any filing,
registration, recording contemplated by the Loan Documents, any litigation, dispute, suit, proceeding or
action and the protection of its interests in bankrupicy, insolvency or other legal proceedings and (ii) defend,
indemnify and hold harmless Lender against any and all liabilities, costs and expenses (including, without
limitation, legal fees and expenses) arising from or relating to the negotiation, exceution, delivery,
performance, administration or enforcement of any of the Loan Documents, any of the transactions
contemplated by the Loan Documents, any breach by Borrower of any representation, covenant or other
agreement contained in any of the Loan Documents, any environmental claim or cleanup of any hazardous
materials, any investigation, litigation or other proceedings. The term “expenses,” as used herein, means
any expenses incurred by Lender in connection with any of the out of court, state, federal or bankruptey
proceedings referenced above, including but not limited 1o, the fees and expenses of any appraisers,
consultants and expert witnesses retained or consulted by Lender in connection therewith. Lender shall
also be entitled 1o its attomeys” fees, costs and expenses incurred in any post judgment proceedings to
collect and enforce the judgment.

13. Waiver and Amendment. Any of the terms and provisions of this Agreement may be
waived at any time by the party that is entitled 1o the benefit thereof, but only by a written instrument
executed by such party. This Agreement may be amended only by an agreement in writing executed by the
parties hereto,

14. Counterparts; Electronic Transmission. This Agreement may be exccuted in one or more
counterpants (any of which may be delivered by fax or electronic mail transmission), each of which will for
all purposes be deemed to be an original and all of which will constitute the same instrument.

IN WITNESS WHEREOF, the undersigned parties hereto have duly executed this Agreement
effective as of the date first above written.

BORROWER:

Flux Power, Inc.,
a California corporation

By:
Ronald F. Dutt, Chief Executive Officer

LENDER:

Otto Candies, Jr.
Private Investor

By:

Otto Candies, Jr., Private Investor
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indemnify and hold harmless Lender against any and all liabilities, costs and expenses (including, without
limitation, legal fees and expenses) arising from or relating to the negotiation, execution, delivery,
performance, administration or enforcement of any of the Loan Documents, any of the transactions
contemplated by the Loan Documents, any breach by Borrower of any representation, covenant or other
agreement contained in any of the Loan Documents, any environmental claim or cleanup of any hazardous
materials, any investigation, litigation or other proceedings. The term “expenses,” as used herein, means
any expenses incurred by Lender in connection with any of the out of court, state, federal or bankruptcy
proceedings referenced above, including but not limited to, the fees and expenses of any appraisers,
consultants and expert wi retained or lted by Lender in connection therewith. Lender shall
also be entitled to its atiomeys® fees, costs and expenses incurred in any post judgment procecdings to
collect and enforce the judgment,

13, Waiver and Amendment. Any of the terms and provisions of this Agreement may be
waived at any time by the party that is entitled to the benefit thereof, but enly by a written instrument
executed by such party. This Agreement may be amended only by an agreement in writing executed by the
parties hereto,

i j issi ,ThisAmrmmmyboexumadinomurmm
counterparts (any of which may be delivered by fax or electronic mail transmission), each of which will for
all purposes be deemed to be an original and all of which will constitute the same instrument.

IN WITNESS WHEREOF, the undersigned parties hereto have duly executed this Agreement
effective as of the date first above written,

BORROWER:

Flux Power, Inc.,
a California corporation

AN =

Ronald F. Dutt, Chief Executive Officer

LENDER:

Herndon Plant Oakley, Lid.

Private Investor
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EXHIBIT A

INSECURED PROMISSORY NOTE

AR5513-HKT3 1




UNSECURED PROMISSORY NOTE

$500,000 Vista, California
October 30, 2018

FOR VALUE RECEIVED, Flux Power, Inc., a California corporation (“Borrower™), hereby
unconditionally promises to pay to Otto Candies, Jr. (“Lender™), the principal amount of Five Hundred
Thousand Dollars ($500,000) or such lesser principal amount (“Principal Amount™) as Lender may have
advanced to Borrower pursuant to that certain Credit Facility Agreement, dated October 30, 2018, by and
between Borrower and Lender (the “Credit Facility Agreement”), together with the origination fee and
interest on the outstanding Principal Amount in accordance with the terms hereof, from the date hereof until
the date on which this Note is paid in full.

This Note is made and delivered by Borrower to Lender pursuant to the terms of the Credit Faci lity
Agreement. Under the Credit Facility Agreement, Lender agreed to advance funds up to a maximum of
Five Hundred Thousand Dollars ($500,000) to Borrower, from time 1o time, to be used by Borrower to
purchase inventory and for general working capital purposes. All capitalized terms used and not defined
herein shall have the meanings ascribed to them in the Credit Facility Agreement.

I. Advances. So long as there is no Event of Default (as defined below in Section 5), Lender
may at its sole discretion on an uncommitted and discretionary basis provide Advances hereunder so long
as the total of all unpaid Advances at the time of such request does not exceed Five Hundred Thousand
Dollars ($500,000) (the “Maximum Amount™), If, at any time or for any reason, the amount of Advances
pursuant to this Note owed by Borrower to Lender exceeds the Maximum Amount, Borrower shall
immediately pay to Lender, in cash, the amount of such excess, Lender is hereby authorized to record the
date and amount of each Advance on the grid attached hereto as Atiachment A and incorporated herein and

any such recordation shall constitute prima facie evidence of the accuracy of the information so recorded,

5 Origination Fee. Origination fees in the aggregate amount of $5.000, which represents one
percent (1%) of the LOC (“Origination Fees™), are due and payable to Lender on or before the Maturity
Date.

3. Terms of the Promissory Note.

(@  lnterest Rate. Simple Interest on the then outstanding Principal Amount of this
Note shall accrue at a rate of one percent (1%%) per month (12% per annum). All interest shall be caleulated
on the basis of the actual daily balances of Principal Amount outstanding for the exact number of days
elapsed, using a year of three hundred sixty (360) days. Any outstanding principal of the Advances and (to
the fullest extent permitted by law) any other amount payable under the Loan Documents that is not paid
in full when due (whether at stated maturity, by acceleration, or otherwise) shall bear interest at 14% per
annum.

(b) Maturity Date. Except as otherwise provided herein, the entire Principal Amount
of this Note, together with the Origination Fees and all acerued but unpaid interest payable thereon, shall
be due and payable without demand or notice, subject to acceleration as provided in this Note, on December
31, 2018 (the “Maturity Date™).

c) Voluntary Prepayment Premium. The Advances including any accrued and unpaid
interests due under this Note may be prepaid, in whole or in pari, at any time prior to the Maturity Date at

Borrower’s election; provided. however, such prepayment shall be made together with the payment of a

ARMLS535-E8T3 ) 1




voluntary prepayment premium for each Advance equal to (A) the interest that would have been earned
from the date of the Advance to a date that is 6] days from the date such Advance was made, less (B) the
accrued interest on such Advances (subject to Section 7 of this Note). Prepayments will be first applied
against the voluntary prepayment premium, accrued interest, and then principal. Full prepayment of an
Advance will include payment of all principal plus all interest then due (including the voluntary prepayment
premium) as of the payofT date.

4, Set-Off. In addition to any other rights or remedies which Lender may have (whether
hereunder, by law or otherwise), Lender is authorized at any time and from time to time, without prior
notice to Borrower, to set-off and apply against any and all amounts owing at such time by Lender to or for
the account of Borrower against all obligations owing by Borrower to Lender under this Note now or
hereafter existing, irrespective of whether Lender shall have made any demand under this Note and although
such obligations may be contingent or unmatured. All payments under this Note made 10 Lender shall be
made without offset, deduction, taxes or withholdings.

5. Events of Default. The oceurrence of any one or more of the following events shall
constitute an “Event of Default” hereunder:

{a) Payments. Borrower fails to make any payment when due under this Note.

(b)  Representations and Warrantics. Any representation or warranty by Borrower

under or in connection with any Loan Document shall prove to have been incorreet in any material respect
when made or deemed made,

{c) Failure by Bomrower to Perform Other Covenants. Borrower shall fail to perform
or observe any other term, covenant or agreement contained herein and any such failure shall remain
unremedied for a period of twenty (20) days from the occurrence thereof (unless Lender reasonably
determines that such failure is not capable of remedy).

(d) Insolvency. (i) Borrower shall be dissolved, liquidated, wound up or cease its
existence, except to the extent expressly permitted hereunder: or (ii) Borrower (A) shall make a general
assignment for the benefit of creditors, or shall generally fail to pay, or admit in writing its inabil ity to pay,
its debis as they become due (with the exception of the account receivable currently owed to the Lender),
subject to applicable grace periods, if any, whether at stated maturity or otherwise; (B) shall voluntarily
cease to conduct its business in the ordinary course, except 1o the extent expressly permitted hereby; (C)
shall commence any Insolvency Proceeding with respect to itself; or (D) shall take any action to effectuate
or authorize any of the foregoing. As used herein, “Insolvency Proceeding™ means (i) any case, action or
proceeding before any court or other governmental agency or authority relating to Bankruptcy,
reorganization, insolvency, liquidation, receivership, dissolution, winding-up or relief of debtors, or (ii) any
general assignment for the benefit of creditors, composition, marshalling of assets for creditors, or other,
similar arrangement in respect of its creditors generally or any substantial portion of its creditors, in each
case undertaken under U.S, federal, state or foreign law, including the Bankruptcy Code; and “Bankruptey
Code™ means Title 11 of the United States Code entitled “Bankruptey.”

() Involuntary Proceedings. (i) Any involuntary Insolvency Proceeding is
commenced or filed against Borrower or any writ, judgment, warrant of attachment, execution or similar
process, is issued or levied against a substantial part of Borrower’s properties, and any such proceeding or
petition shall not be dismissed, or such writ, judgment, warrant of attachment, execution or similar process
shall not be released, vacated or fully bonded within thirty (30) days after commencement, filing or levy:
(ii) Borrower admits the material allegations of a petition against it in any Insolvency Proceeding, or an
order for relief (or similar order under non-U.S. law) is ordered in any Insolvency Proceeding; or (iti)

k3

4844553338731




Borrower acquiesces in the appointment of a receiver, trustce, custodian, conservator, liquidator, mongages
in possession (or agent therefore), or other similar Person for itself or a substantial portion of its property
or business.

() Material Adverse Change. Any Material Adverse Change shall occur that gives
Lender reasonable grounds to conclude that Borrower may not, or will be unable to, perform or observe in
the normal course its obligations under this Note. For the purpose of this Note, “Material Adverse Change™
means a material adverse effect on (i) the business operations or condition (financial or otherwise) of
Borrower, taken as a whole, or (ji) the ability of Borrower to nepay the obligations under this Note or
otherwise perform its obligations under the Loan Documents.

(g) Judgments. (i) A final judgment or order for the payment of money in excess of
One Hundred Thousand Dollars ($100,000) which is not fully covered by third-party insurance shall be
rendered against Borrower, or (ii) any non-monetary judgment or order shall be rendered against Bormower
which has resulted in or would reasonably be expected to result in a Material Adverse Change; and in each
case there shall be any period of thirty (30) consecutive days during which such judgment continues
unsatisfied or during which a stay of enforcement of such judgment or order, by reason of a pending appeal
or otherwise, shall not be in effect.

Upon the occurrence of an Event of Default hereunder, Lender may, in its sole and absolute
discretion, declare the entire unpaid Principal Amount, together with all accrued and unpaid interest
thereon, and all other amounts and payments due hereunder, immediately due and payable, without
presentment, demand, protest or further notice of any kind, all of which are hereby expressly waived by
Borrower; and exercise all rights and remedies available to Lender under the Loan Documents and
applicable law (provided upon the happening of an event specified in subsections (d) or (e) of this Section
with respect to the Borrower, the Principal Amount, accrued interest and any other sums payable by the
Borrower under the Loan Documents shall be immediately due and payable without declaration or other
notice to the Borrower),

6. Costs and Expenses. Borrower agrees (i) to pay on demand all costs and expenses of
Lender in connection with the Loan Documents, including all costs and expenses in connection with any
default and the enforcement of this Agreement, all taxes and similar charges and levies, any filing,
registration, recording contemplated by the Loan Documents, any litigation, dispute, suit, proceeding or
action and the protection of its interests in bankruptey, insolvency or oiher legal proceed ings and (ii) defend,
indemnify and hold harmless Lender against any and all liabilities, costs and expenses (including, without
limitation, legal fees and expenses) arising from or relating to the negotiation, exccution, delivery,
performance, administration or enforcement of any of the Loan Documents, any of the transactions
contemplated by the Loan Documents, any breach by Borrower of any representation, covenant or other
agreement contained in any of the Loan Documents, any environmental claim or cleanup of any hazardous
materials, any investigation, litigation or other proceedings. The term “expenses,” as used herein, means
any expenses incurred by Lender in connection with any of the out of court, state, federal or bankruptey
proceedings referenced above, including but not limited to, the fees and expenses of any appraisers,
consultants and expert witnesses retained or consulted by Lender in connection therewith, Lender shall
also be entitled to its attomeys” fees, costs and expenses incurred in any post judgment proceedings to
collect and enforce the judgment. This provision is separate and several and shall survive the merger of
this Note into any judgment on this Note.

¥ Other Provisions Relating to Interest and Charges. Notwithstanding any other provision
contained in this Note or in any agreement, document or instrument related to the transaction of which this
Note is a part: (a) the interest rate, charges and the payments provided for herein and therein shall in no
event exceed the rates and charges and the payments which would result in interest being charged at a rate

AB4-5533-8873.0 3




exceeding the maximum allowed by law; and (b) if, for any reason whatsoever, the Lender hereof ever
reccives as interest (or as a charge in the nature of interest) in connection with the transaction of which this
Note is a part an amount which would result in interest being charged at a rate exceeding the maximum
allowed by law, such amount or portion thereof as would otherwise be excessive interest shall automatically
be applied toward reduction of the unpaid principal balance then outstanding hereunder. Any such amount
shall not be applied toward payment of interest (or toward payment of a charge in the nature of interest).

8. Severance. Whenever possible, each provision of this Note shall be interpreted in such
manner as to be effective and valid under all applicable laws and regulations, If, however, any provision
of this Note shall be prohibited by or invalid under any such law or regulation in any jurisdiction, it shall,
as o such jurisdiction, be deemed modified to conform to the minimum requirements of such law or
regulation, or, if for any reason it is not deemed so modified, it shall be ineffective and invalid only to the
extent of such prohibition or invalidity without affecting the remaining provisions of this Note, or the
validity or effectiveness of such provision in any other jurisdiction.

9, No Amendment or Waiver Except in Writing. This Note may be amended or modified
only by a writing duly executed by Borrower and Lender, which expressly refers to this Note and the intent
of the parties 5o 1o amend this Note, No provision of this Note will be decmed waived by Lender, unless
waived in a writing executed by Lender, which expressly refers to this Note, and no such waiver shall be
implied from any act or conduct of Lender, or any omission by Lender to take action with respect to any
provision of this Note. No such express written waiver shall affect any other provision of this Note, or
cover any default or time period or event, other than the matter as to which an express written waiver has
been given. Borrower may not assign or delegate this Note without the prior writien consent of Lender.

10. Successors and Assigns. The Loan Documents shall be binding upon and inure to the
benefit of Borrower, Lender, and their respective successors and permitted assigns. Neither party may
assign or transfer any of its rights or obligations under the Loan Documents without the prior written
consent of the other party (and any purported assignment without such consent shall be void).

11. No Benefit. Nothing expressed in or to be implied from this Note is intended to give, or
shall be construed to give, any person or entity, other than the parties hereto and their permitted successors
and assigns hereunder, any benefit or legal or equitable right, remedy or ¢laim under or by virtue of this
Note or under or by virtue of any provision herein.

12. Notices. Any notice, request, instruction, or other document to be given hereunder by any
party hereto to any other party, will be in writing and will be given by delivery in person, by facsimile
transmission, by email or other electronic communication, by overnight courier or by registered or certified
mail, postage prepaid (and will be deemed given when delivered if delivered by hand, when transmission
confirmation is received if delivered by facsimile, three (3) days after mailing if mailed by United States
mail, and one (1) business day after deposited with an overnight courier service if delivered by overnight
courier), as follows:

Ifto Borrower: Flux Power, Inc.
Attn: President
985 Poinsettia Avenue, Suite A
Vista, CA 92081
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If to Lender: Otto Candies, Jr.
17271 Hwy 90, PO Box 25
Des Allemands. LA 70030

or at such other address of which any party may, from time to time, advise the other parties by notice in
writing given in accordance with the foregoing. The date of receipt of any such notice shall be deemed 10
be the date of delivery or facsimile (with confirmation) thereof,

13, Miscellancous,

(a) The meaning of defined terms shall be equally applicable to both the singular and
plural forms of the terms defined.

(b) References to agreements and other contractual instruments shall be deemed to
include all subsequent amendments and other modifications thereto.

(e) References to statutes or regulations are to be construed as including all statutory
and regulatory provisions consolidating, amending or replacing the statute or regulation referred 1o,

(d} Any captions and headings are for convenience of reference only and shall not
affect the construction of this Note.

(5] The rights and remedies of Lender as provided in this Note shall be cumulative
and concurrent and may be pursued singly, successively or together against Borrower, or any other persons
or entities who are, or may become liable for all or any part of this indebtedness, and any other funds,
property or security held by Lender for the payment hereof, or otherwise, at the sole discretion of Lender.
Failure to exercise any such right or remedy shall in no event be construed as a waiver or release of such
rights or remedies, or the right to exercise them at any later time.

14. Law and Jurisdiction. This Note shall be construed and enforced in accordance with the
laws of the State of Delaware without reference 1o principles of conflict of law and, in the event of any

litigation or other dispute in connection with this Mote or any of the exhibits attached hereto, the venue and
Jurisdiction of which shall be in the Court of Chancery of the State of Delaware.

[INTENTIONALLY LEFT BLANK - SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the undersigned duly authorized officer of Borrower has executed this
Note as of the date first set forth above.

BORROWER:

Flux Power, Inc.,
a California corporation

N \Y s

Ronald F. Dutt, Chief Executive Officer

4844-5533-88731 6




ATTACHMENT A
OF THE UNSECURED PROMISSORY NOTE

SCHEDULE OF ADVANCES

Date of Advance Amount Advanced Amount Repaid Amount Available

—
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EARLY NOTE CONVERSION AGREEMENT

THIS EARLY NOTE CONVERSION AGREEMENT (this "Agreement") is made and entered into
as of October 31, 2018 (“Effective Date™), by and among Flux Power Holdings, Inc., a Nevada corporation
(the "Company™), Flus Power, Inc., a California corporation and whally-owned subsidiary of the Company
(“Flux™), and Esenjay Investments, LLC, a Delaware limited liability company (the "Lender").

RECITALS

WHEREAS, Flux and the Lender have entered into that certain Unrestricted and Open Line of
Credit dated September 24, 2012, and as subsequently amended by the First Amendment dated October 16,
2013, the Second Amendment dated December 29, 2015, the Third Amendment dated March 29, 2016, the
Fourth Amendment dated July 28, 2016, the Fifth Amendment dated April 11, 2017, and the Sixth
Amendment dated June 29, 2017 (as amended, the “2012 Loan™);

WHEREAS, as of the Effective Date, the Lender has advanced to Flux an aggregate amount of
$7,975,000 under the 2012 Loan (“Principal™);

WHEREAS, the 2012 Loan matures on January 31, 2019 (the “Maturity Date™);

WHEREAS, in order to induce the Lender to exercise early the conversion of the 2012 Loan, the
Company is willing to issue additional shares of the Company’s common stock (“Shares™) to the Lender
equal to the interests that the Lender would have carned on the Principal had the Lender converted the 2012
Loan on the Maturity Date.

NOW, THEREFORE, in consideration of the foregoing premises, the mutual agreements set forth
below, and other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties to this Agreement agree as follows:

1. Conversion, As of the Effective Date, the Lender hereby elects to convert the Principal
and all accrued and unpaid interest under the 2012 Loan for an aggregate of 15,027,134 Shares, and the
Company and Flux hereby waive the five (5) day notice requirement under the 2012 Loan. The parties

agree that upon conversion pursuant to this Section |, the 2012 Loan is fully paid and satisfied, and
terminated,

2. Additional Interest on Early Exercise. As consideration for the Lender's early exercise of
its conversion rights under the 2012 Loan, the Company agrees to issue to the Lender an additional 268,018
Shares, valued at $160,811, which is equal to the interests that the Lender would have eamed from the
Principal at the Maturity Date if the Lender did not exercise its conversion right pursuant to this Agreement.

3. Representation_and Warranties from the Lender. The Lender hereby represents and
warrants 1o the Company as follows:

a. The Lender represents that the Shares to be received will be acquired for
investment for its own account, not as a nominee or agent, and not with a view to the sale or
distribution of any part thereof, and that it has no present intention of securing, granting any
participation in or otherwise distributing the same. The Lender further represents that it does not
have any contract, undertaking, agreement or arrangement with any person to s¢ll, transfer or grant
participation to such person or to any third person, with respect to any of the Shares,
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b. The Lender is fully aware of: (1) the highly speculative nature of the investment
in the Shares; (2) the financial hazards involved: (3) the lack of liquidity of the Shares and the
restrictions on transferability of the Shares; and (4) the qualifications and backgrounds of the
management of the Company.

¢ The Lender understands and acknowledges that the offer and issuance of the
Shares have not and will not be registered under the Securities Act of 1933, as amended (the
“Securities Act”) on the ground that the sale and the issuance of securities hereunder is exempt
under the pursuant to Section 4(a)(2) of the Securities Act, and that the Company’s reliance on such
exemption is predicated on the Lender's representations set forth herein,

d. At no time was the Lender presented with or solicited by any publicly issued or
circulated newspaper, mail, radio, television or other form of general advertising or solicitation in
connection with the offer, sale and purchase of the Shares.

e The centificates for the Shares will bear one or more restrictive legends determined
by counsel to the Company to be necessary or appropriate in order to comply with federal or state
securities law or 1o secure or protect any applicable exemptions from registration or qualification.

f. The Lender represents that it is experienced technology companies such as the
Company. is able to fend for itself in transactions, has such knowledge and experience in financial
and business matiers that it is capable of evaluating the merits and risks of its prospective
investment in the Company, and has the ability to bear the economic risks of the investment.

g The Lender acknowledges and understands that the Shares must be held
indefinitely unless they are subsequently registered under the Securities Act or an exemption from
such registration is available, and that the Company is under no obl igation to register the Shares.

h. The Lender understands that the Shares the Lender is purchasing are characterized
as “restricted securities™ under the federal securities laws inasmuch as they are being acquired from
the Company in a transaction not involving a public offering, and that under such laws and
regulations, such securities may be resold without registration under the Seeurities Act only in
certain limited circumstances. The Lender is familiar with Rule 144, as presently in effect, and
understands the resale limitations imposed thereby and by the Securities Act. The Lender also
acknowledges that the Company was a former “shell company” (as defined in Rule 12b-2 under
the Exchange Act of 1934, as amended) and as such the Lender understands Rule 144 is not
currently available for the sale of the Shares and may never be so available.

i The Lender is an “accredited investor” as defined in Rule 501{a) under ihe
Securities Act or a “qualified institutional buyer” as defined in Rule 144 A(a) under the Securities
Acl.

4. Entire Agreement; Binding Effect. This Agreement constitutes the entire agreement of the
parties hereto related to the matters set forth herein, and supersedes all prior agreements between such
parties, whether written or oral, related to such subject matter. The terms and conditions of this Agreement
shall inure to the benefit of and be binding upon the respective suceessors and assigns of the parties hereto.

5. Amendment; Waiver. Neither this Agreement nor any term hereof may be amended,
waived, discharged or terminated other than by a written instrument signed by the Company and each party
against whom enforcement of such amendment, waiver, discharge or termination is sought.




6. Governing Law. This Agreement shall be governed by and construed in accordance with
the laws of the State of California as applied 1o contracts among California residents entered into and
performed entirely within California.

7. Counterparts., This Agreement may be executed in one or more counterparts, each of which
shall be deemed an original, but all of which together shall constitute one and the same instrument.

8. Further Assurances. Each party hereto agrees to execute and deliver, of cause to be
executed and delivered, such further instruments or documents or take such other actions as may be
reasonably necessary 1o consummate the transactions contemplated by this Agreement.

IN WITNESS WHEREOF, the parties hereto have executed this Early Note Conversion Agreement
as of the date first written above,

COMPANY:
Flux Power Holdings, Inc.,
a Nevada corporation

N2QA

Ronald Dutt, Chief Executive Officer

FLUX:
Flux Power, Inc.,

a California corporation w

Romald Dutt, Chicf Executive Officer

LENDER:
Esenjay Investments, LLC,
a Delaware limited liability company

Tehpl & ]t

Michael Johnson, Presid
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AMENDMENT TO THE
CONVERTIBLE PROMISSORY NOTE

This Amendment to the Convertible Promissory Note (the “Amendment”™) is made and
effective as of October 25, 2018 (“Amendment Effective Date™) by and between Flux Power Holdings,
Inc., a Nevada corporation (the “Company™), and Scott Kiewit ( the “Holder”). Pursuant to the terms and
conditions hereof, the Amendment is hereby incorporated into the Note (as defined below) as if fully set

forth therein. Capitalized terms used herein and not otherwise defined shall have the meaning assigned in
the MNote.

WHEREAS, The Company and Holder have entered into that certain Convertible Promissory
Note, dated April 27, 2017 (the *Note™) whereby Holder has loaned $500,000 to the Company;

WHEREAS, the partics desires to amend the Note pursuant to the terms and conditions of this
Amendment to (i) extend the maturity date from October 27, 2018 to February 1, 2019, and (i) allow for
the automatic conversion of the Note immediately following the full conversion of the line of credit
granted by Esenjay Investments, LLC to the Company under the Credit Agreement, dated September 23,
2012, and as amended (“Esenjay Unrestricted Line of Credit™) into shares of Common Stock of the
Company.

NOW, THEREFORE, in consideration of the foregoing premises, the mutual agreements set
forth below, and other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the partics hereto agree as follows:

L The Maturity Date of the Note shall be extended to February 1, 2019 and, to effectuate
the foregoing, Section 2 of the Note (entitled “Maturity and Pay-Off”) is hereby deleted in its entirety and
shall, as of the Amendment Effective Date, be amended to read in its entirety as follows:

“2. Maturity and Pay Off. Unless this Note has been converted pursuant to
the terms of this Note or unless earlier accelerated by the terms of this Note upon an
Event of Default, the unpaid Face Amount of this Note, together with all acerued but
unpaid Interest, shall be due and payable on February 1, 2019 (“Maturity Date™). No
payments of principal or interest are required hereunder until the Maturity Date, except as
otherwise provided herein.”

2 Effective on the Amendment Effective Date, the Note is hereby amended by adding the
following Automatic Conversion provision immediately after Section 5(b) of the Note:

Sa. Auwomatic Conversion. This Note shall automatically be converted into
shares of the Company's Common Stock at the Conversion Rate immediately following
the full conversion of the Esenjay Unrestricied Line of Credit. Upon the occurrence of the
event specified in this Section 5a above, this Note shall be converted into Common Stock
automatically without any further action by Holder pursuant to Section 5(b), and this
Note shall be deemed paid in full and thercupon be cancelled by the Company.

3 E‘.mqﬂnsamdudbythisAmmdm:mlImNmshnilmmjninﬁﬂlfomcmddToct,
enforceable in accordance with their respective terms.

4, This Amendment may be executed in two counterparts, cach of which shall constitute an
original and which, together, shall constitute one and the same instrument, The partics may execule
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facsimile copies of this Amendment and delivery by facsimile or electronic mail shall be deemed 1o be
delivery of an executed Amendment.

IN WITNESS WHEREOF, the parties have caused this Amendment to be executed by its
authorized representative as of the day and year first above written,

Maker Holder
Flux Power Holdings, Inc.,
a Nevada corparation .
{ £ d i . 5
/
By: _RomaldDutt Kiewit

Title: Chief Executive Officer
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