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ITEM 1.01 - ENTRY INTO A MATERIAL DEFINITIVE AGREEM  ENT

On October 31, 2009 Netlist, Inc. entered into & nevolving credit agreement with Silicon Valleyida Under this revolving credit
agreement, we may borrow up to the lesser of @ & eligible accounts receivable, minus $1.0 millior (ii) $5.0 million. This revolving
credit agreement contains an overall sublimit ab$8illion to collateralize our contingent obligatis under letters of credit, foreign excha
contracts and cash management services. Amoutsiaoding under the overall sublimit reduce the am@vailable pursuant to this
revolving credit agreement. This revolving credjteement subjects us to certain affirmative amgitiee covenants, including financial
covenants with respect to our liquidity and prdfitidy. Interest is payable monthly at eithergijme plus 1.25%, as long as we maintain $8.5
million in revolving credit availability plus unregcted cash on deposit with the financial instiat or (i) prime plus 2.25%. This revolving
credit agreement matures on October 30, 2010, mtwviime all advances and interest are due andgbay@bligations under this revolving
credit agreement are secured by a first prioréy bn our tangible and intangible assets. Thegfng description of the revolving credit
agreement is qualified in its entirety by referetw¢he agreement, which is attached hereto ashixt).1 and incorporated herein by
reference.

In connection with the revolving credit agreemevd, entered into an Intercompany Subordination Ages®, which provided that one of our
subsidiaries, Netlist Technology Texas, LP, is ddittonal obligor on the revolving credit agreemelife also entered into a Guarantor
Security Agreement giving Silicon Valley Bank a ety interest in certain of our assets and anlledtual Property Security Agreement
giving Silicon Valley Bank a security interest iertain of our intellectual property. The foregoutescription of the Intercompany
Subordination Agreement, Guarantor Security Agregraad Intellectual Property Security Agreemergualified in its entirety by reference
to the respective agreements, which are attachredichas Exhibits 10.2, 10.3 and 10.4.

These summaries are intended only to provide argegeide to the contents of the credit agreem&waders ardirected to the exhibits for
complete understanding of the agreement.

ITEM 9.01. FINANCIAL STATEMENTS AND EXHIBITS.
(d) The following exhibit is furnished herewith:
10.1 Loan and Security Agreement
10.2 Intercompany Subordination Agreement

10.3 Guarantor Security Agreement
10.4 Intellectual Property Security Agreement




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its
behalf by the undersigned hereunto duly authorized.

Date: October 31, 20C NETLIST, INC.

/sl Gail ltow

Gail ltow
Vice President and Secrete
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Exhibit 10.1
LOAN AND SECURITY AGREEMENT
THIS LOAN AND SECURITY AGREEMENT (this “ Agreement”) dated as of October 31, 2009 (th&ffective Date”)
betweerSILICON VALLEY BANK , a California corporation (Bank "), andNETLIST, INC. , a Delaware corporation Borrower "),

provides the terms on which Bank shall lend to Baer and Borrower shall repay Bank. The partigs@ags follows:

1 ACCOUNTING AND OTHER TERMS

Accounting terms not defined in this Agreement khalconstrued following GAAP. Calculations andetminations must be made
following GAAP. Capitalized terms not otherwisdided in this Agreement shall have the meaning$asét in Section 13. All other terms
contained in this Agreement, unless otherwise mteid, shall have the meaning provided by the Codleet extent such terms are defined
therein.

2 LOAN AND TERMS OF PAYMENT

2.1 Promise to Pay. Borrower hereby unconditionally promises to Bank the outstanding principal amount of all Credit
Extensions and accrued and unpaid interest thexeamd when due in accordance with this Agreement.

2.1.1 Revolving Advances

@ Availability . Subject to the terms and conditions of this Agrnent and to deduction of Reserves (without
duplication of the BB Blocked Amount componenttod Borrowing Base), Bank shall make Advances noteding the Availability
Amount. Amounts borrowed hereunder may be repadt] prior to the Revolving Line Maturity Date, rebmwed, subject to the applicable
terms and conditions precedent herein.

(b) Streamline Period During or in respect of certain periods of tiegeto which the Streamline Requirements are all
met (each such period, subject to the provisiorthiefSection 2.1.1(b), aStreamline Period”): (i) Borrower's reporting requirements shall
be reduced, (ii) certain proceeds shall be depbsgit8orrower’s operating account(s) instead ohgeapplied to the Advances; (iii) the
interest rate applicable to outstanding Advanced e lower; and (iv) no Collateral Handling Fémal be payable; in each case, as set forth
in other provisions of this Agreement. Such a&trkine Period shall be deemed to be in effect deeEffective Date. If at any time during
any Streamline Period the Streamline Requiremaetaat met, upon written notice from Bank to BoriegvAgent the Streamline Period
shall immediately cease to be effective, and anpdeor conditions of this Agreement that are depandpon the existence of a Streamline
Period will immmediately revert to the respectivenis and conditions that are to be in force whetr@afline Period is not in effect, without
the need for any further action on the part of BanBorrower. Further, if following the cessatioha Streamline Period the Streamline
Requirements are thereafter satisfied for 30 cartsexdays, Borrowing Agent may elect to again @@treamline Period into effect (which
new Streamline Period shall commence on the fagtaf the applicable subsequent month) pursuathtetderms hereof by giving Bank at
least 5 Business Days prior written notice of selgttion (including the proposed start date of sumlv Streamline Period). Thus, it is the
intention of the parties that Borrower has the aoppoty for successive Streamline Periods to apgign and to the extent the conditions
thereto are satisfied.

(c) Termination; Repayment The Revolving Line terminates on the Revolvirngd_Maturity Date, when the
principal amount of all Advances, the unpaid ins¢teereon, and all other Obligations relatingh® Revolving Line shall be immediately ¢
and payable.

2.1.2 Letters of Credit Sublimit .

€)) Subject to the Overall Sublimit in Section 2.1.%0le as part of the Revolving Line, Bank shall is@r have
issued Letters of Credit denominated in Dollara éioreign Currency for Borrower’s account. The aggte Dollar Equivalent amount
utilized for the issuance of Letters of Credit slaalall times reduce the amount otherwise avadldtt Advances under the Revolving Line.
The aggregate amount available to




be used for the issuance of Letters of Credit i® Million Five Hundred Thousand Dollars ($2,500,pQe “LC Sublimit "), subject to the
Overall Sublimit in Section 2.1.5 below, and in dideh may not exceed the Availability Amount.

(b) If, on the Revolving Line Maturity Date (or the eftive date of any termination of this Agreemetftgre are any
outstanding Letters of Credit, then on such datedeer shall provide to Bank cash collateral ineamount equal t405% of the Dollar
Equivalent of the face amount of all such Lettdr€dit plus all interest, fees, and costs dumdrecome due in connection therewith (as
estimated by Bank in its good faith business judutiynéo secure all of the Obligations relating tels Letters of Credit. All Letters of Credit
shall be in form and substance acceptable to Baitk sole discretion and shall be subject to énm$ and conditions of Bank’s standard
Application and Letter of Credit Agreement (theétter of Credit Application ). Borrower agrees to execute any further docusatén in
connection with the Letters of Credit as Bank megsonably request. Borrower further agrees tooliadh by the regulations and
interpretations of the issuer of any Letters ofdiirguarantied by Bank and opened for Borrowersoanit or by Bank’s interpretations of any
Letter of Credit issued by Bank for Borrower’s agot and Borrower understands and agrees that 8fzalknot be liable for any error,
negligence, or mistake, whether of omission or césaion, in following Borrower's instructions or tb® contained in the Letters of Credit or
any modifications, amendments, or supplements tihere

(c) The obligation of Borrower to immediately reimbuiank for drawings made under Letters of Creditldia
absolute, unconditional, and irrevocable, and dtmlperformed strictly in accordance with the teahthis Agreement, such Letters of Cre
and the Letter of Credit Application.

(d) Borrower may request that Bank issue a Letter efi@payable in a Foreign Currency. If a demancfyment i
made under any such Letter of Credit, Bank shedlttsuch demand as an Advance to Borrower of thiailiquivalent of the amount thereof
(plus fees and charges in connection therewith aschliire, cable, SWIFT or similar charges).

(e) To guard against fluctuations in currency exchamages, upon the issuance of any Letter of Crediapke in a
Foreign Currency, Bank shall create a reserve“(itetter of Credit Reserve™) under the Revolving Line in an amount equaleo percent
(10%) of the face amount of such Letter of Credihe amount of the Letter of Credit Reserve mawdjasted by Bank from time to time to
account for fluctuations in the exchange rate. dvlability of funds under the Revolving Line #hze reduced by the amount of such Le
of Credit Reserve for as long as such Letter ofi€remains outstanding.

2.1.3  Foreign Exchange Sublimit. Subject to the Overall Sublimit in Section 2.lhédow, as part of the Revolving Line,
Borrower may enter into foreign exchange contradtis Bank under which Borrower commits to purch&sen or sell to Bank a specific
amount of Foreign Currency (each, BX Forward Contract ") on a specified date (theSettlement Date”). FX Forward Contracts shall
have a Settlement Date of at least one (1) FX BssilDay after the contract date and shall be sulgjecreserve of ten percent (10%) of each
outstanding FX Forward Contract (th&X Reserve”). Subject to the Overall Sublimit in Section & helow, the aggregate amount of FX
Forward Contracts at any one time may not excaeli®) times the lesser of (A) Two Million Five Himred Thousand Dollars
($2,500,000.00) (the FX Sublimit ), or (B) the lesser of the Maximum Revolver Amowon the Borrowing Base, minus (i) the sum of all
outstanding principal amounts of any Advances (iditlg any amounts used for Cash Management Seyyvamd minus (i) the Dollar
Equivalent of the face amount of any outstandintgdre of Credit (including drawn but unreimbursestters of Credit and any Letter of
Credit Reserve). The amount otherwise availabi€fedit Extensions under the Revolving Line sballreduced by an amount equal to ten
percent (10%) of each outstanding FX Forward Cahithe “FX Reduction Amount”). Any amounts needed to fully reimburse Bank for
any amounts not paid by Borrower in connection Wwi¥hForward Contracts will be treated as Advanasden the Revolving Line and will
accrue interest at the interest rate applicabkedances.

2.1.4  Cash Management Services Sublimit Subject to the Overall Sublimit in Section 2.thédow, Borrower may use up to
Two Million Five Hundred Thousand Dollars ($2,50000 (the “CMS Sublimit ") of the Revolving Line for Bank’s cash management
services which may include merchant services, tidteposit of payroll, business credit card, ancckhmshing services identified in Bank’s
various cash management services agreements (oalgcthe “Cash Management Service¥. Any amounts Bank pays on behalf of
Borrower for any Cash Management Services as & @sBorrower’s failure to pay its obligations Witespect thereto on a timely basis (as
opposed to Borrower’s mere utilization of the Ch#magement Services products) will be treated asmAdes under the Revolving Line and
will accrue interest at the interest rate applieabl Advances.




2.1.5 Overall Aggregate Sublimit. In no event shall the total amount of (i) allstahding Letters of Credit (including drawn
unreimbursed Letters of Credit and any Letter afdiirReserve), plus (ii) the FX Reserve, plus {ii# amount of the Revolving Line utilized
for Cash Management Services, at any time exceadMillion Five Hundred Thousand Dollars ($2,500,p00the aggregate (theOverall
Sublimit ).

2.2 Overadvances. . If at any time or for any reason any one orenafrthe following occurs (in any such case, an “
Overadvance”):

(a) the sum of (i) the outstanding principal amaoafrdny Advances (including any amounts used fahQdanagement
Services), plus (ii) the face amount of any outdiiag Letters of Credit (including drawn but unreumked Letters of Credit and any Letter of
Credit Reserve), plus (iii) the FX Reduction Amoerteeds the lesser of either the Maximum Revdiweount or the Borrowing Base; or

(b) the aggregate face amount of outstanding LsetiECredit (including drawn but unreimbursed Lettef Credit) under
this Agreement, plus any Letter of Credit Resemeéeu this Agreement, exceeds the LC Sublimit; or

(c) the FX Reduction Amount under this Agreemertteexis the FX Sublimit; or

(d) the aggregate amount of Obligations in respE€ash Management Services under this Agreemeteels the CMS
Sublimit;

(e) the sum of the aggregate face amount of owdstgn etters of Credit (including drawn but unreinged Letters of
Credit) under this Agreement, plus any Letter aédivr Reserve under this Agreement, plus the FX Bialu Amount under this Agreement,
plus the aggregate amount of Obligations in respe€ash Management Services under this Agreersgogeds the Overall Sublimit;

then, Borrower shall immediately pay to Bank intcagch Overadvance. Without limiting Borrower’dightion to repay Bank any amount
of the Overadvance, Borrower agrees to pay Bamest on the outstanding amount of any Overadvamcdemand, at the Default Rate.

2.3 Payment of Interest on the Credit Extensions

€)) Advances Subject to Section 2.3(b), the principal amawnstanding under the Revolving Line shall accrue
interest at a per annum rate equal to the followfdat all times that a Streamline Period is fieet, one and one-quarter of one percentage
points (1.25%) above the Prime Rate; and (ii) ldiraks that a Streamline Period is not in efféety and one-quarter of one percentage points
(2.25%) above the Prime Rate; which interest df@fpayable monthly in accordance with Section P t3fow.

(b) Default Rate Immediately upon the occurrence and during tirginuance of an Event of Default, Obligations
shall bear interest at a rate per annum whiclvesfiercentage points (5.00%) above the rate tlwheywise applicable thereto (th®gfault
Rate”) unless Bank otherwise elects from time to timet$ sole discretion to impose a smaller incredsees and expenses which are
required to be paid by Borrower pursuant to therLbacuments (including, without limitation, Bank fienses) but are not paid when due
shall bear interest until paid at a rate equahé&htighest rate applicable to the Obligations. niRayt or acceptance of the increased interes
provided in this Section 2.3(b) is not a permittd@rnative to timely payment and shall not conggita waiver of any Event of Default or
otherwise prejudice or limit any rights or remedé8ank.

(c) Adjustment to Interest RateChanges to the interest rate of any Credit Extansased on changes to the Prime
Rate shall be effective on the effective date of @mange to the Prime Rate and to the extent okank change.

(d) Debit of Accounts Bank may debit any of Borrower’s deposit acceuintcluding the Designated Deposit
Account, for principal and interest payments or ather amounts Borrower owes Bank when due. THeb#s shall not constitute a set-off.

(e) Minimum Monthly Interest In the event the aggregate amount of interasteglsby Bank in any month (exclusive
of any collateral monitoring fees, unused line fe¥sany other fees and charges
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hereunder) is less than Three Thousand Seven Hilifdftg Dollars ($3,750.00) (the Minimum Monthly Interest "), Borrower shall pay
Bank an amount, payable on the last day of suchttmenan amount equal to the (i) Minimum Monthhtdrest minus (ii) the aggregate
amount of all interest earned by Bank (exclusivarof collateral monitoring fees, unused line félesit charge, or any other fees and charges
hereunder) in such month.

® Payment; Interest Computation; Float Chardaterest is payable monthly on the last calenldgrof each month
and shall be computed on the basis of a 360-dayfgethe actual number of days elapsed. In coingunterest, (i) all Payments received
after 12:00 p.m. Pacific time on any day shall berded received at the opening of business on thteBusiness Day, and (ii) the date of the
making of any Credit Extension shall be included #re date of payment shall be excludaayided, however, that if any Credit Extension is
repaid on the same day on which it is made, sugtsdall be included in computing interest on suckd@ Extension. In addition, Bank shall
be entitled to charge Borrower a “float” chargeaimamount equal to three (3) Business Days inteat#te interest rate applicable to the
Advances whether or not any Advances are outstgndimall Payments received by Bank. Such float@h is not included in interest for
purposes of computing Minimum Monthly Interestdify) under this Agreement. The float charge faheaonth shall be payable on the last
day of the month. Bank shall not, however, be iregiuto credit Borrower's account for the amoungto§ item of payment which is
unsatisfactory to Bank in its good faith businestgjment, and Bank may charge Borrower’s DesignBggabsit Account for the amount of
any item of payment which is returned to Bank udpai

2.4 Fees. Borrower shall pay to Bank:

€)) Commitment Fee A fully earned, non-refundable commitment fe@afenty Five Thousand Dollars
($25,000.00), on the Effective Date; and

(b) Letter of Credit Fee Bank’s customary fees and expenses for thernssuar renewal of Letters of Credit, upon
the issuance of such Letter of Credit, each ansargrof the issuance during the term of such Lett€redit, and upon the renewal of such
Letter of Credit by Bank; and

(c) [intentionally omitted]
(d) [intentionally omitted]
(e) Collateral Monitoring Fee A monthly collateral monitoring fee of $1,500,@@&yable in arrears on the last day of

each month (prorated for any partial month at hginming and upon termination of this Agreementdyviled, however, that no such
collateral monitoring fee shall be due in respdairy month during which at all times a StreamBexiod is in effect; and

® Bank Expenses All Bank Expenses (including reasonable attoshéses and expenses for documentation and
negotiation of this Agreement and the other Loasueents) incurred through and after the Effectiegelwhen due (or, if there is no stated
due date, upon demand by Bank.

2.5 Payments; Application of Payments

(@) All payments (including prepayments) to be mad@&byrower under any Loan Document shall be made in
immediately available funds in U.S. Dollars, withaetoff or counterclaim, before 12:00 p.m. Padifite on the date when due. Payments of
principal and/or interest received after 12:00 fPacific time are considered received at the oeafrbusiness on the next Business Day.
When a payment is due on a day that is not a Bssibay, the payment shall be due the next Busibagsand additional fees or interest, as
applicable, shall continue to accrue until paid.

(b) All payments with respect to the Obligations mayapelied in such order and manner as Bank shadrate in
its sole discretion. Borrower shall have no righspecify the order or the accounts to which Bsiml| allocate or apply any payments
required to be made by Borrower to Bank or otheswésxeived by Bank under this Agreement when anij allocation or application is not
specified elsewhere in this Agreement.




3 CONDITIONS OF LOANS

3.1 Conditions Precedent to Initial Credit Extension. Bank’s obligation to make the initial Credit Ersion is subject to the
condition precedent that Bank shall have receiirethrm and substance satisfactory to Bank, sucuah@nts, and completion of such other
matters, as Bank may reasonably deem necessappaiate, including, without limitation:

(@) Borrower and Guarantor shall have delivered dulscexed original signatures to the Loan Documentghich it is
a party, including this Agreement, the Guarantg, @uarantor Security Agreement, the IP Securitye&grent, the Intercompany
Subordination Agreement, and one or more ContrakAgents relative to all Collateral Accounts maired with any affiliate of Bank;

(b) Borrower and Guarantor shall have delivered dulscexed original signatures to one or more Contigre&ments
relative to all Collateral Accounts maintained watty institution (other than Bank or any affiliaeBank), except to the extent expressly not
required under Section 6.8(b);

(c) Borrower shall have delivered: (i) its OperatingdDments; and (ii) good standing certificates wébpect to
Borrower issued by the applicable Secretary ofeStaand, if separate, the state tax authorityf the jurisdiction of organization of Borrower
and the applicable Secretary of State -- and pésate, the state tax authority of the jurisdici¢other than the applicable jurisdiction of
organization of Borrower) in which Borrower’s faiuto be duly qualified or licensed would consttatMaterial Adverse Change, in each
case, as of a date no earlier than thirty (30) geigs to the Effective Date;

(d) Guarantor shall have delivered: (i) its OperatirecOments; and (ii) good standing certificates wébpect to
Guarantor issued by the applicable Secretary déStand, if separate, the state tax authoritf the jurisdiction of organization of
Guarantor and the applicable Secretary of Staad; if separate, the state tax authority of thisglictions (other than the applicable
jurisdiction of organization of Guarantor) in whiGuarantc's failure to be duly qualified or licensed wouldnstitute a “Material Adverse
Change” (as such term is defined in the Guarargoufty Agreement), in each case, as of a dater@ethan thirty (30) days prior to the
Effective Date;

(e) Borrower shall have delivered duly executed origgignatures to the completed Borrowing Resolutioms
Borrower;

® Guarantor shall have delivered duly executed oaigsignature(s) to the completed certified resohgi&
incumbency certificate of Guarantor;

(9) the Perfection Certificate of Borrower, togethethwthe duly executed original signatures thereto;

(h) Borrower shall have delivered evidence reasonadtigfactory to Bank that the insurance policiesune by
Section 6.7 hereof are in full force and effecgiether with appropriate evidence showing lendes fs/able and/or additional insured clauses
or endorsements in favor of Bank;

0] with respect to Borrower and each Guarantor, Béal fiave received certified copies, dated asretant date,
of financing statement searches, as Bank shalkestqreflecting Bank’s financing statements filédexord with respect to Bank’s Liens, and
accompanied by written evidence (including any U€@nination statements) that the Liens (other therBank’s Liens) indicated in any
financing statements either constitute Permittezhior have been or, in connection with the iniedit Extension, will be terminated or
released. Without limiting the generality of the€going, Bank shall receive either (1) evidencéig&tory to Bank) of the due termination
of record of, or (2) written authorization by thecared party to terminate of record, all financitatements filed against Borrower or
Guarantor in favor of Wells Fargo, including (aatllcertain UCCE financing statement, listing Borrower as debtut ®Wells Fargo as secut
party, filed with the Delaware Secretary of Statebfil 5/2003 as File No. 31254302, and (b) thak@ek) CC-1 financing statement, listing
Netlist Technology Texas LP as debtor and Wellg&as secured party, filed with the Texas Secretb8tate on 1/02/2004 as File No-
0052779165;

()] the completion of the Initial Audit with resultstsfiactory to Bank in its good faith business judgm and
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(k) payment of the fees and Bank Expenses then dygea#ied in Section 2.4 hereof.

3.2 Conditions Precedent to all Credit Extensions Bank’s obligations to make each Credit Extensincluding the initial
Credit Extension, is subject to the following cdiatis precedent:

€)) except as otherwise provided in Section 3.5(a)lymeceipt of an executed Transaction Report;

(b) the representations and warranties in this Agreésteall be true, accurate, and complete in all meteespects o
the date of the Transaction Report and on the Fgnbate of each Credit Extension; provided, howgthat such materiality qualifier shall
not be applicable to any representations and wiesathat already are qualified or modified by mialéy in the text thereof; and provided,
further that those representations and warrankipsessly referring to a specific date shall be taeurate and complete in all material
respects as of such date, and no Event of Defaallt Isave occurred and be continuing or result ftbenCredit Extension. Each Credit
Extension is Borrower’s representation and warramtyhat date that the representations and waesaintithis Agreement remain true,
accurate, and complete in all material respectsjiped, however, that such materiality qualifiealsimot be applicable to any representations
and warranties that already are qualified or medifoy materiality in the text thereof; and provigkdther that those representations and
warranties expressly referring to a specific dagdlde true, accurate and complete in all mateeispects as of such date; and

(c) in Bank’s sole discretion, there has not been sehtltAdverse Change.
3.3 [intentionally omitted]
3.4 Covenant to Deliver.

Borrower agrees to deliver to Bank each item reglto be delivered to Bank under this Agreemerat @sndition precedent to any
Credit Extension. Borrower expressly agrees thatealit Extension made prior to the receipt by Bahkny such item shall not constitute a
waiver by Bank of Borrower’s obligation to deliveuch item, and the making of any Credit Extensiotihé absence of a required item shall
be in Bank’s sole discretion.

3.5 Procedures for Borrowing . Subject to the prior satisfaction of all othepligable conditions to the making of an Advance
set forth in this Agreement, in order for Borrovteobtain an Advance (other than Advances undeti®ex2.1.2, 2.1.3, or 2.1.4), Borrower,
shall notify Bank (which notice shall be irrevooapby electronic mail, facsimile, or telephone 12y0D p.m. Pacific time on the Funding D
of the request for such Advance. Borrower must tbyrdeliver to Bank by electronic mail or facsimé completed Transaction Report
executed by a Responsible Officer or his or heigie®. Bank shall credit Advances to the DesighBteposit Account. Bank may make
Advances under this Agreement based on instrucfions a Responsible Officer or his or her desigoewithout instructions if the Advanc
are necessary to meet Obligations which have bectuae Bank may rely on any telephone notice glwea person whom Bank in its good
faith business judgment believes is a Responsiffiedd or designee.

4 CREATION OF SECURITY INTEREST

4.1 Grant of Security Interest . Borrower hereby grants Bank, to secure the payiaath performance in full of all of the
Obligations, a continuing security interest in, ghedges to Bank, the Collateral, wherever locatdtether now owned or hereafter acquired
or arising, and all proceeds and products thereof.

4.2 Priority of Security Interest . Borrower represents, warrants, and covenantgtibaecurity interest granted herein is
shall at all times continue to be a first prionitgrfected security interest in the Collateral (sabjn lien priority only to those Permitted Lit
that are expressly entitled to such priority over security interests of Bank by operation of lavoy written subordination agreement duly
executed and delivered by Bank in favor of the Brddbf such Permitted Liens). If Borrower shatijaice a commercial tort claim,
Borrower shall promptly notify Bank in a writinggsied by Borrower of the general details thereof gnaaht to Bank in such writing a
security interest therein and in the proceeds dieadl upon the terms of this Agreement, with sugfting to be in form and substance
reasonably satisfactory to Bank.




If this Agreement is terminated, Bank’s Lien in fBellateral shall continue until the Obligationsh@r than inchoate indemnity
obligations) are repaid in full in cash. Upon payin full in cash of the Obligations and at stiale as Bank’s obligation to make Credit
Extensions has terminated, Bank shall, at Borrosvenle cost and expense, release its Liens inaHat€al and all rights therein shall revert
to Borrower.

4.3 Authorization to File Financing Statements. Borrower hereby authorizes Bank to file finamcgtatements, without
notice to Borrower, with all appropriate jurisdantis to perfect or protect Bank’s interest or rigieseunder, including a notice that any
disposition of the Collateral, by either Borroweramy other Person, shall be deemed to violateigis of Bank under the Code. Such
financing statements may indicate the Collaterdbsssets of the Debtor” or words of similarexft, or as being of an equal or lesser scope,
or with greater detail, all in Bank’s discretion.

5 REPRESENTATIONS AND WARRANTIES

Borrower represents and warrants as follows:

5.1 Due Organization, Authorization; Power and Authority . Borrower is duly existing and in good standisgaaRegistered
Organization in its jurisdiction of formation arglqualified and licensed to do business and imodgtanding in any jurisdiction in which the
conduct of its business or its ownership of propestjuires that it be qualified except where thiifa to do so could not reasonably be
expected to have a material adverse effect on Bem's business. In connection with this Agreem8uot;rower has delivered to Bank a
completed certificate, entitled “Perfection Cedifie”. Borrower represents and warrants to Baak(t) Borrower’s exact legal name is that
indicated on the Perfection Certificate and ondiigaature page hereof; (b) Borrower is an orgaitnaif the type and is organized in the
jurisdiction set forth in the Perfection Certifiea(c) the Perfection Certificate accurately setthfBorrowe’s organizational identification
number or accurately states that Borrower has noféhe Perfection Certificate accurately setghf@orrowers place of business, or, if m¢
than one, its chief executive office as well asrBaer’s mailing address (if different than its chief extiee office); (e) Borrower (and each
its predecessors) has not, in the past five (5)syeaanged its jurisdiction of formation, organi@aal structure or type, or any organizational
number assigned by its jurisdiction; and (f) aetinformation set forth on the Perfection Cectife pertaining to Borrower and each of its
Subsidiaries is accurate and complete (it beingersidod and agreed that Borrower may from timénte update certain information in the
Perfection Certificate after the Effective Datdhie extent permitted by one or more specific piiowis in this Agreement). If Borrower is not
now a Registered Organization but later becomesBom@ower shall promptly notify Bank of such ocance and provide Bank with
Borrower’s organizational identification number.

The execution, delivery and performance by Borroafeahe Loan Documents to which it is a party haeen duly authorized, and
not (i) conflict with any of Borrower’s organizatial documents, (ii) contravene, conflict with, ciituge a default under or violate any
material Requirement of Law, (iii) contravene, dmtfor violate any applicable order, writ, judgntgimjunction, decree, determination or
award of any Governmental Authority by which Boreaver any of its Subsidiaries or any of their pmper assets may be bound or affec
(iv) require any action by, filing, registratior, gualification with, or Governmental Approval frony Governmental Authority (except st
Governmental Approvals which have already beeninbtband are in full force and efféobr (v) constitute an event of default under any
material agreement by which Borrower is bound. rB@er is not in default under any agreement to Wiitics a party or by which it is bound
in which the default could reasonably be expeateubive a material adverse effect on Borrower'srmss.

5.2 Collateral . (a) Borrower has good title to, has rights imj he power to transfer each item of the Colldtgpan which it
purports to grant a Lien hereunder, free and @éany and all Liens except Permitted Liens. BoroWwas no deposit account other than the
deposit accounts with Bank and deposit accountsritbesl in the Perfection Certificate delivered @nR in connection herewith or as
disclosed to Bank pursuant to Section 6.8(b), ativen deposit accounts not required to be disclpsesliant to Section 6.8(b). The Accounts
are bona fide, existing obligations of the AccoDebtors.

(b) The Collateral is not in the possession of tirgl party bailee (such as a warehouse) exceptreswise provided in the
Perfection Certificate. None of the componentthefCollateral shall be maintained at locationgothan as provided in the Perfection
Certificate or as permitted pursuant to Section [h2he event that Borrower intends to store deowise deliver any portion of the Collateral
with an aggregate value in excess of




$250,000 to any one or more bailees, then Borrahell, promptly upon Bank’s request therefor, usamercially reasonable efforts to
deliver to Bank a bailee agreement (in form andstarce satisfactory to Bank in its good faith besamjudgment) duly executed by such
bailee. In the event that Bank requests such adatjreement and Borrower uses such efforts bgtrltesucceed in delivering such a bailee
agreement, Bank may (in its good faith businesgrjueht) maintain a Reserve with respect to the @ohlhlocated with such bailee.

(c) With respect to any leased premises of Borraatevhich Collateral with an aggregate value of entian $250,000 is located,
Borrower shall, promptly upon Bank’s request therefise commercially reasonable efforts to deligeeBank a landlord agreement (in form
and substance satisfactory to Bank in its gooth taitsiness judgment) duly executed by the lesssucti leased premises. In the event that
Bank requests such a landlord agreement and Bornasess such efforts but does not succeed in daliysuch a landlord agreement, Bank
may (in its good faith business judgment) maintaReserve with respect to such leased premises.

(d) All Inventory is in all material respects of@band marketable quality, free from material disfec

(e) Borrower is the sole owner of the IntellectBadperty which it owns or purports to own except(Bd non-exclusive licenses
granted to its customers in the ordinary courdeusiness, (b) over-the-counter software that isroensially available to the public, and
(c) material Intellectual Property licensed to Bever and noted on the Perfection Certificate. Haatent which it owns or purports to own
and which is material to Borrower’s business isdvzahd enforceable, and no part of the IntellecRraperty which Borrower owns or
purports to own and which is material to Borrowdnsiness has been judged invalid or unenforceabiehole or in part. To the best of
Borrower’s knowledge, no claim has been made thwatpart of the Intellectual Property violates thghts of any third party except to the
extent such claim would not reasonably be expacatédve a material adverse effect on Borrower'srass.

(f) Except as noted on the Perfection CertificB;rower is not a party to, nor is it bound by, &wsstricted License.
5.3 Accounts Receivable

(@) For each Account with respect to which Advancesegeiested, on the date each Advance is requestechade,
such Account shall be an Eligible Account.

(b) All statements made and all unpaid balances appmeariall invoices, instruments and other documentdencing
the Eligible Accounts are and shall be true andemrand all such invoices, instruments and otbeudhents, and all of BorrowarBooks art
genuine and in all respects what they purport to\ether or not an Event of Default has occuaed is continuing, Bank may notify any
Account Debtor owing Borrower money of Bank’s séiguinterest in such funds and verify the amounswth Eligible Account. All sales
and other transactions underlying or giving risedch Eligible Account shall comply in all mateniaspects with all applicable laws and
governmental rules and regulations. Borrower ltaknowledge of any actual or imminent Insolvencgdeeding of any Account Debtor
whose accounts are Eligible Accounts in any Tratimadkeport. To the best of Borrower's knowledglk sighatures and endorsements on all
documents, instruments, and agreements relatiatj Edigible Accounts are genuine, and all suchudoents, instruments and agreements are
legally enforceable in accordance with their terms.

5.4 Litigation . Except as expressly identified in the Perfec@antificate, there are no actions or proceediregglng or, to
the knowledge of the Responsible Officers, threadan writing by or against Borrower or any of 8absidiaries involving more than
$100,000 individually, or $250,000 in the aggregate

5.5 Financial Statements; Financial Condition. All consolidated financial statements for Borrovaad any of its Subsidiari
delivered to Bank fairly present in all materiadpects Borrower’s consolidated financial condit@od Borrower’s consolidated results of
operations as of the date of such financial stat¢snexcept that that interim financial statemenéy be subject to normal year-end audit
adjustments (which will not be material in the agggate) and need not contain footnote disclosumgsned by GAAP. There has not been
material deterioration in Borrower’s consolidat@thhcial condition since the date of the most refieancial statements submitted to Bank.
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5.6 Solvency. The fair salable value of Borrowsrassets (including goodwill minus disposition spsixceeds the fair value
its liabilities; Borrower is not left with unreasaloly small capital after the transactions in thgg®ement; and Borrower is able to pay its d
(including trade debts) as they mature.

5.7 Regulatory Compliance. Borrower is not an “investment company” or a pamy “controlled” by an “investment
company” under the Investment Company Act of 1240amended. Borrower is not engaged as oneiafpiartant activities in extending
credit for margin stock (under Regulations X, T &hdf the Federal Reserve Board of Governors).r@eer has complied in all material
respects with the Federal Fair Labor Standards Netither Borrower nor any of its Subsidiaries ifialding company” or an “affiliate” of a
“holding company” or a “subsidiary company” of aoftling company” as each term is defined and useldarPublic Utility Holding
Company Act of 2005. Borrower has not violated kaws, ordinances or rules, the violation of whichuld reasonably be expected to have a
material adverse effect on its business. Noneoofdver's or any of its Subsidiaries’ propertiesassets has been used by Borrower or any
Subsidiary or, to the best of Borrower’s knowledgy previous Persons, in disposing, producingjraiotreating, or transporting any
hazardous substance other than legally. Borrongrach of its Subsidiaries have obtained all amiss@pprovals and authorizations of,
made all declarations or filings with, and givehratices to, all Government Authorities that ase@ssary to continue their respective
businesses as currently conducted.

5.8 Subsidiaries; Investments Borrower does not own any stock, partnershigradt or other equity securities except for
Permitted Investments.

5.9 Tax Returns and Payments; Pension Contributions Borrower has timely filed all required tax retarand reports, and
Borrower has timely paid all foreign, federal, stahd local taxes, assessments, deposits andozdiunis owed by Borrower. Borrower may
defer payment of any contested taxes (except fgnofildaxes and other tax obligations subject federal tax lien), provided that Borrower
(a) in good faith contests its obligation to pag thxes by appropriate proceedings promptly angetitly instituted and conducted,

(b) notifies Bank in writing of the commencementarfid any material development in, the proceedif@ygqosts bonds or takes any other
steps required to prevent the governmental authienitying such contested taxes from obtaining anluipon any of the Collateral that is other
than a “Permitted Lien”. Borrower is unaware oy @faims or adjustments proposed for any of Bormsverior tax years which could result
in additional taxes becoming due and payable byd®aer. Borrower has paid all amounts necessafyrtd all present pension, profit shar
and deferred compensation plans in accordancetigihterms, and Borrower has not withdrawn fromtipgpation in, and has not permitted
partial or complete termination of, or permitted thccurrence of any other event with respect tg,sach plan which could reasonably be
expected to result in any liability of Borrowerglading any liability to the Pension Benefit Guaga@orporation or its successors or any
other governmental agency.

5.10 Use of Proceeds Borrower shall use the proceeds of the Crediéisions solely as working capital and to fundyéseral
business requirements and not for personal, famdysehold or agricultural purposes.

5.11 Full Disclosure. No written representation, warranty or othetesteent of Borrower in any certificate or writteatsment
given to Bank, as of the date such representatiarmanty, or other statement was made, taken tegetith all such written certificates and
written statements given to Bank, contains anyumstatement of a material fact or omits to stateaterial fact necessary to make the
statements contained in the certificates or statésneot misleading (it being recognized by Bank tha projections and forecasts providet
Borrower in good faith and based upon reasonalsienagtions are not viewed as facts and that actsalts during the period or periods
covered by such projections and forecasts mayrdiffen the projected or forecasted results).

5.12 Indebtedness. Borrower is not liable for any Indebtedness othan Permitted Indebtedness.

5.13 Definition of “Knowledge .” For purposes of the Loan Documents, whenevepr@sentation or warranty is made to
Borrower’s knowledge or awareness, to the “besBuffrower’s knowledge, or with a similar qualificat, knowledge or awareness means

the actual knowledge, after reasonable investigatibthe Responsible Officers.

9




6 AFFIRMATIVE COVENANTS

Borrower shall do all of the following:
6.1 Government Compliance.

(@) Maintain its and all its Subsidiaries’ legal exigte and good standing in their respective jurigalict of formation
and maintain qualification in each jurisdictionvitnich the failure to so qualify would reasonablyexgected to have a material adverse effect
on Borrower’s business or operations. Borrowell sloemply, and have each Subsidiary comply, witHad's, ordinances and regulations to
which it is subject, noncompliance with which coblalve a material adverse effect on Borrower's lassn

(b) Obtain all of the Governmental Approvals neces$aryhe performance by Borrower of its obligatiansler the
Loan Documents to which it is a party and the gadrat security interest to Bank in all of its projye Borrower shall promptly provide copi
of any such obtained Governmental Approvals to Bank

6.2 Financial Statements, Reports, Certificates Provide Bank with the following:

€)) a Transaction Report (and any schedules relatedtthe(i) at all times when a Streamline Perioahisffect,
monthly (within twenty (20) days after the end atk month) and at the time of each request for@raAce; and (ii) at all times when a
Streamline Period is not in effect, weekly andchattime of each request for an Advance,;

(b) within twenty (20) days after the end of each mp(#) monthly accounts receivable agings, agedvgice date,
(B) monthly accounts payable agings, aged by irevdiste, and outstanding or held check registeasyif (C) monthly reconciliations of
accounts receivable agings (aged by invoice datajsaction reports and general ledger, and (D¢ed Revenue reports;

(c) as soon as available, but no later than thirty (2Q)s after the last day of each month, a compeaeyaped
consolidated andonsolidating balance sheet and income statemeetiog Borrower’s and each of its Subsidiargperations for such mor
certified by a Responsible Officer and in a formegatable to Bank (theMonthly Financial Statements”);

(d) within thirty (30) days after the last day of eambnth and together with the Monthly Financial Stagats, a duly
completed Compliance Certificate signed by a Resipta Officer, certifying that as of the end of Bunonth, Borrower was in full
compliance with all of the terms and conditionsha$é Agreement, and setting forth calculations shgveompliance with the financial
covenants set forth in this Agreement and suchratiiermation as Bank shall reasonably requestutting, without limitation, a statement
that at the end of such month there were no heddicd)

(e) [intentionally omitted]

® within thirty (30) days after the end of each fispear of Borrower (or more frequently as updatéd),annual
operating budgets (including income statementgrza sheets and cash flow statements, by montk)darew fiscal year of Borrower, and
(B) annual financial projections for the new fisgahr (on a quarterly basis) as approved by Borrsvimard of directors, together with any
related business forecasts used in the preparatisuch annual financial projections;

(9) as soon as available, and in any event concurreiittythe delivery of the copy of (or link to) Bemver's 10K
report for the applicable fiscal year required undause (h) below, audited consolidated finansiatements prepared under GAAP,
consistently applied, together with an unqualifigdnion on the financial statements from an indeleen certified public accounting firm
acceptable to Bank in its reasonable discretion;

(h) As long as Borrower is subject to the reportinguisgments under the Exchange Act, within five (&ys of filing,
copies (or a link to such documents on Borrower'armther website on the Internet) of all pericatic other reports (including the
Borrower’s 10K, 10Q, and 8K reports), proxy stataiseand other materials filed by Borrower with 8&€C, any Governmental Authority
succeeding to any or all of the functions of theCSE with any national securities exchange, oridisted to its shareholders, as the case may
be. As to any information contained in the matsrarnished pursuant to this clause (h), Borroglall not be required separately to furnish
such information under clause (g) but the foregaingll not be in derogation of the obligation ofrBover to furnish the information and
materials described in such clause (g) at the tepesified therein.
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0] within five (5) days of delivery, copies of all &aents, reports and notices made available tooR@n's security
holders or to any holders of Subordinated Debt;

()] prompt written notice of (i) any material changehe composition of the Borrower’s Intellectuabperty, (ii) the
registration of any copyright, including any subsext ownership right of Borrower in or to any capgit, patent or trademark not previously
disclosed in writing to Bank, and (iii) Borroweksowledge of an event that could reasonably beagddo materially and adversely affect
the value of the Borrower’s Intellectual Propedyd

(k) prompt report of any legal actions pending or ttemad in writing against Borrower or any of its Sidlaries that
could result in damages or costs to Borrower orarits Subsidiaries of at least $100,000, indialliy) or at least $250,000, in the aggregate;
and

)] other financial information reasonably requested®bnk.
6.3 Accounts Receivable
@ Schedules and Documents Relating to AccourBsrrower shall deliver to Bank transaction repaitsl schedules

of collections, as provided in Section 6.2, on Barstandard forms; provided, however, that Borrdsvégilure to execute and deliver the
same shall not affect or limit Bank’s Lien and athights in all of Borrower’s Accounts, nor shaldBk’s failure to advance or lend against a
specific Account affect or limit Bank’s Lien andcher rights therein. If requested by Bank, Borrosleall furnish Bank with copies (or, at
Bank’s request, originals) of all contracts, orderspiogs, and other similar documents, and all shippistructions, delivery receipts, bills
lading, and other evidence of delivery, for any dmthe sale or disposition of which gave rise tthsficcounts. In addition, Borrower shall
deliver to Bank, on its request, the originals Ibfrestruments, chattel paper, security agreementarantees and other documents and pro
evidencing or securing any Accounts, in the samm fas received, with all necessary indorsementscapies of all credit memos.

(b) Disputes. Borrower shall promptly notify Bank of all disi@s or claims relating to Accounts. Borrower may
forgive (completely or partially), compromise, @ttée any Account for less than payment in fullagree to do any of the foregoing so lon
(i) Borrower does so in good faith, in a commeilgiadasonable manner, in the ordinary course oifnless, in arm’s-length transactions, and
reports the same to Bank in the regular reportgigea to Bank; (ii) no Event of Default has occurand is continuing; and (iii) after taking
into account all such discounts, settlements arglifeness, no Credit Extension(s) shall exceediamit/set forth herein.

(c) Collection of Accounts Until payment in full in cash of all Advancesdaall other Obligations relating to the
Revolving Line (other than inchoate indemnity obtigns) and Bank’s obligations to make Advancesamndother Credit Extensions relating
to the Revolving Line have terminated (provided Barrower’s obligation under this sentence shatlend at a time when any Event of
Default exists), Borrower shall be a party to &lmmx agreement in such form as Bank may specifisigood faith business judgment (the “
Lockbox Agreement”) with Bank and a lockbox provider (the_bckbox Provider ”). The Lockbox Agreement and Lockbox Providerlsha
be acceptable to Bank. Borrower shall use thebogladdress as the payment address on all invisiseed by Borrower and shall direct all
its Account Debtors to remit their payments tolthakbox address. The Lockbox Agreement shall mlethat the Lockbox Provider shall
remit all collections received in the lockbox torl8a Upon Bank’s receipt of such collections, Bahlall apply the same as follows:

() If a Streamline Period is in effect, Bank shall dgipsuch proceeds into the operating account ofdsae!
at Bank that is designated by Borrower; and

(i) If a Streamline Period is not in effect, Bank slagiply such proceeds to the outstanding Advancesifa
all outstanding Advances have been paid in fulhiBshall deposit the remainder into the operating
account of Borrower at Bank that is designated byr&ver; and

(iii) If a Default or Event of Default has occurred amdantinuing, without limiting Bank’s other righasd
remedies, Bank shall have the right to apply suckegeds pursuant to the terms of Section 9.4 hereof
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It is understood and agreed by Borrower that tkistiSn does not impose any affirmative duty on Bemélo any act other than to turn over
such amounts. Without limitation on the foregoimipether or not an Event of Default has occurredliartontinuing, Borrower shall hold all
payments on, and proceeds of, Accounts that Bomogeeives, in trust for Bank, and Borrower shaliviediately deliver all such payments
and proceeds to Bank in their original form, duhglersed, to be applied to the Obligations purstattie terms of Sections 2.5(b) and 9.4
hereof.

(d) Returns. Provided no Event of Default has occurred arabigtinuing, if any Account Debtor returns any
Inventory to Borrower, Borrower shall promptly @i@termine the reason for such return, (ii) issaeedit memorandum to the Account Det
in the appropriate amount, and (iii) provide a copguch credit memorandum to Bank, upon request Bank. In the event any attempted
return occurs after the occurrence and during dmticuance of any Event of Default, Borrower shalld the returned Inventory in trust for
Bank, and immediately notify Bank of the returrtloé Inventory.

(e Verification. Bank may, from time to time, verify directly withe respective Account Debtors the validity,
amount and other matters relating to the Accoweitiser in the name of Borrower or Bank or such otfene as Bank may choose.

® No Liability . Bank shall not be responsible or liable for angrsage or discrepancy in, damage to, or loss or
destruction of, any goods, the sale or other dipasof which gives rise to an Account, or for agyor, act, omission, or delay of any kind
occurring in the settlement, failure to settle Jection or failure to collect any Account, or fatding any Account in good faith for less than
the full amount thereof, nor shall Bank be deenuellet responsible for any of Borrower’s obligatiemsler any contract or agreement giving
rise to an Account. Nothing herein shall, howevelieve Bank from liability for its own gross néggnce or willful misconduct.

6.4 Remittance of Proceeds Except as otherwise provided in Section 6.3{eiver, in kind, all proceeds arising from the
disposition of any Collateral to Bank in the origlifiorm in which received by Borrower not latertithe following Business Day after rece
by Borrower, to be applied to the Obligations (apipto an Event of Default, pursuant to the teshSection 2.5(b) hereof, and (b) after the
occurrence and during the continuance of an Evebeéault, pursuant to the terms of Section 9.4bé&rprovided that, if no Event of Default
has occurred and is continuing, Borrower shallb@bbligated to remit to Bank the proceeds of #ie ef worn out or obsolete Equipment
disposed of by Borrower in good faith in an arngsdth transaction for an aggregate purchase pfri$25000 or less (for all such
transactions in any fiscal year). Borrower agteas it will not commingle proceeds of Collateratiwany of Borrower’s other funds or
property, but will hold such proceeds separateagait from such other funds and property and iexgmess trust for Bank. Nothing in this
Section limits the restrictions on disposition afli@teral set forth elsewhere in this Agreement.

6.5 Taxes; Pensions Timely file, and require each of its Subsidiarie timely file, all required tax returns and rep@and
timely pay, and require each of its Subsidiariesnely pay, all foreign, federal, state and loizedes, assessments, deposits and contribution:s
owed by Borrower and each of its Subsidiaries, pixfor deferred payment of any taxes contesteduauntsto the terms of Section 5.9 hereof,
and shall deliver to Bank, on demand, appropriatéficates attesting to such payments, and pagratiunts necessary to fund all present
pension, profit sharing and deferred compensatianspin accordance with their terms.

6.6 Access to Collateral; Books and Records At reasonable times, on at least five (5) Bussrigay's notice (provided no
notice is required if an Event of Default has ocedrand is continuing), Bank, or its agents, shalle the right to inspect the Collateral and
the right to audit and copy Borrower’s Books, whiespections (after the Initial Audit) shall be ducted no less frequently than twice per
year, or more frequently as conditions may wariafank's good faith business judgment. The foregoingéutsions and audits shall be at
Borrower’s expense, and the charge therefor skeai@50 per person per day (or such higher amoustia@bkrepresent Bank’s then-current
standard charge for the same), plus reasonablefqadeket expenses. In the event Borrower and Bahlkedule an audit more than ten
(10) days in advance, and Borrower cancels or seeteschedules the audit with less than ten (293 dvritten notice to Bank, then (without
limiting any of Bank’s rights or remedies), Borravghall pay Bank a fee of $1,000 plus any out-afked expenses incurred by Bank to
compensate Bank for the anticipated costs and eggenf the cancellation or rescheduling.

12




6.7 Insurance. Keep its business and the Collateral insuredisés and in amounts standard for companies imda@r’s
industry and location and as Bank may reasonaljyest. Insurance policies shall be in a form, wampanies, and in amounts that are
satisfactory to Bank. All property policies (buttrBorrower’s D&O insurance) shall have a lendérss payable endorsement showing Bank
as lender loss payee and waive subrogation agaamt. All liability policies shall show, or have@orsements showing, Bank as an
additional insured. All policies (or the loss pblgand additional insured endorsements) shalligeothat the insurer shall give Bank at least
twenty (20) days notice before canceling, amendingleclining to renew its policy. At Barktequest, Borrower shall deliver certified co
of policies and evidence of all premium paymergoceeds payable under any policy shall, at Baot®n, be payable to Bank on account
of the Obligations. Notwithstanding the foregoifaj), so long as no Event of Default has occurratlisicontinuing, Borrower shall have the
option of applying the proceeds of any casualtyoyalp to Fifty Thousand Dollars ($50,000) with pest to any loss, but not exceeding One
Hundred Thousand Dollars ($100,000) in the aggeefatall losses under all casualty policies in ang year, toward the replacement or
repair of destroyed or damaged property; provithed &ny such replaced or repaired property (i)l $feabf equal or like value as the replaced
or repaired Collateral and (ii) shall be deemeda@etal in which Bank has been granted a firstrgicecurity interest, and (b) after the
occurrence and during the continuance of an Eviedetault, all proceeds payable under such casypalligy shall, at the option of Bank, be
payable to Bank on account of the ObligationsBdfrower fails to obtain insurance as required urtldis Section 6.7 or to pay any amoun
furnish any required proof of payment to third pars and Bank, Bank may make all or part of suchrant or obtain such insurance policies
required in this Section 6.7, and take any actiothen the policies Bank deems prudent.

6.8 Operating Accounts.

(@) Borrower shall at all times maintain its, and itdoSidiaries’, primary domestic and internationatiiag
relationship (including foreign exchange activityith Bank. Borrower shall at all times maintain @eposit with Bank not less than 85% of
the aggregate dollar value of Borrower’s and sugbsliaries’ domestic and international Collaté&eatounts at all financial institutions.

(b) As to any Collateral Accounts maintained with astitation other than Bank, Borrower shall causehsustitution
to enter into a Control Agreement in form accepablBank in its good faith business judgment eoito perfect Bank’s first-priority
security interest in such Collateral Accounts [(te éxtent that Bank determines in its good faitbimess judgment that a Control Agreeme
necessary to perfect and protect such securityeisife and each such Control Agreement may notéfoeinated without the prior written
consent of Bank. The provisions of the previougesare shall not apply to (i) deposit accountsesigkly used for payroll, payroll taxes and
other employee wage and benefit payments to ahfobenefit of Borrower’'s employees and identifiedank by Borrower as such; and
(i) Borrower's (or its Subsidiary’s) Collateral Aounts located in China and relating to Borrowéuisits Subsidiary’s) operations in Suzhou,
China.

6.9 Financial Covenants.

Maintain at all times, to be tested as of the diast of each month (unless otherwise noted), omadatwlated basis with
respect to Borrower and its Subsidiaries:

@) Adjusted Quick Ratio An Adjusted Quick Ratio of at least 1.25 to 1.0 used herein, the term “Adjusted
Quick Ratio” means, as of any date of determinadiod with respect to Borrower, the ratio of (i) twen of (y) Borrower’s cash and Cash
Equivalents that are unencumbered (except for Basécurity interest) and unrestricted, plus (z)athgregate net amount of Eligible
Accounts, to (i) Borrower’s Current Liabilities.

(b) Profitability . Measured as of the end of each of the followiscal quarters, minimum Gross Profit of not less
than the following [note — amounts within pointedkets ( < $ >) are negative amounts]:
Fiscal Quarter ending ... Minimum Gross Profit
September 30, 20( $ <415,000.0>
December 31, 20C $ 43,000.0!
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Fiscal Quarter ending ... Minimum Gross Profit

March 31, 201( $ 1,000,000.0
June 30, 201 $ 2,000,000.0
September 30, 201 $ 4,500,000.0
December 31, 201 $ 6,500,000.0

6.10 Protection and Registration of Intellectual Property Rights.

(a) Borrower shall: (1) protect, defend and maimthe validity and enforceability of any and dlits Intellectual Property;
(2) promptly advise Bank in writing of known matdrinfringements of its Intellectual Property; a3 not allow any Intellectual Property to
be abandoned, forfeited or dedicated to the puwlatitout Bank’s written consent.

(b) Borrower hereby represents and warrants tisadf the Effective Date, Borrower does not own argskworks, comput
software, or other copyrights of Borrower that aagistered (or the subject of an application fgistation) with the United States Copyright
Office (collectively, the “Registered Copyrights"Borrower will NOT register with the United Stat€spyright Office (or apply for such
registration of) any of Borrower's maskworks, cortgssoftware, or other copyrights, unless Borrowigmprovides Bank with at least fifteen
(15) days prior written notice of its intent to iggr such copyrights or mask works together witopy of the application it intends to file
with the United States Copyright Office (excludiexhibits thereto); (ii) executes and delivers ausigcagreement or such other document
Bank may reasonably request to maintain the peofeeind priority of Bank’s security interest in tbepyrights or mask works intended to be
registered with the United States Copyright Offiaed (iii) records such security agreement withUWinéed States Copyright Office
contemporaneously with or promptly (but in no evaiore than 10 days) after filing the copyright cagk work application(s) with the Unit
States Copyright Office. Borrower shall prompthpyide to Bank a copy of the application(s) actpéled with the United States Copyright
Office together with evidence of the recordingtud security agreement necessary for Bank to maittiai perfection and priority of its
security interest in the copyrights or mask workemded to be registered with the United States/figint Office. Borrower hereby
represents and warrants that, as of the Effectate,he IP Security Agreement identifies all Petemd Trademarks of Borrower that are
registered (or the subject of an application fgigeation) with the United States Patent and Tinrzailx Office. From and after the Effective
Date, Borrower shall provide written notice to Baoflkany application filed by Borrower in the Unit&tlates Patent and Trademark Office for
a Patent or to register a Trademark within 30 ddiex any such filing, and, upon the request ofl@&orrower shall promptly execute and
deliver a security agreement or such other docusresmBank may reasonably request with respectcto additional patents and/or
Trademarks of Borrower that are registered (orstitgect of an application for registration) witle tnited States Patent and Trademark
Office. The foregoing notwithstanding, Bank shait acquire any interest in any intent to use arf@deademark application for a trademark,
servicemark, or other mark filed on Borrower’s bépaor to the filing under applicable law of anfeed statement of use (or equivalent) for
such mark that is the subject of such application.

(c) Provide written notice to Bank within ten (10) dafsentering or becoming bound by any Restrictenkhse (othe
than over-the-counter software that is commerciagilable to the public). Borrower shall take sstps as Bank requests to obtain the
consent of, or waiver by, any person whose consewiver is necessary for (i) any Restricted Lemto be deemed “Collateral” and for
Bank to have a security interest in it that migtheowise be restricted or prohibited by law or bg terms of any such Restricted License,
whether now existing or entered into in the futaned (i) Bank to have the ability in the eventadfquidation of any Collateral to dispose of
such Collateral in accordance with Bank’s rightd eemedies under this Agreement and the other Daanuments.

6.11 Litigation Cooperation . From the date hereof and continuing throughehmination of this Agreement, make availabl
Bank, without expense to Bank, Borrower and it&ceffs, employees and agents and
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Borrower’s books and records, to the extent thatkBaay deem them reasonably necessary to prosecdefend any third-party suit or
proceeding instituted by or against Bank with respe any Collateral or relating to Borrower.

6.12 Intercompany Debt. All present and future indebtedness of Borrowst any Guarantor owed or owing to any one or
more of Borrower, any Guarantor, or any other Adfé of Borrower or any other Affiliate of any Gaator shall, at all times, be subordinated
to the Obligations pursuant to a subordination eguent on Bank’s standard form (the “Intercompangd®dination Agreement”).

6.13 Subsidiaries. As of the Effective Date, the Perfection Cectitie identifies each direct or indirect Subsidiafri8orrower.
Without limiting any requirements for the Bank’snsent under one or more of Section 7.3 and Se¢tiprat the time that Borrower or any
Guarantor forms any direct or indirect Subsidianaoquires any direct or indirect Subsidiary after Effective Date, Borrower shall promg
notify Bank in writing of such formation or acquisn, and, if so requested by Bank, Borrower ohs@aiarantor shall (a) cause such new
Subsidiary to provide to Bank: (i) either (y) arjder to the Loan Agreement to cause such Subsithdsgcome a co-borrower hereunder, or
(z) a Guaranty and a Guarantor Security Agreentegéther with (ii) such appropriate financing sta¢mts and/or Control Agreements, all in
form and substance satisfactory to Bank (includiaimg sufficient to grant Bank a first priority ln€subject to Permitted Liens) in and to the
assets of such newly formed or acquired Subsidi@ioy)provide to Bank appropriate certificates aogvers and financing statements,
pledging all of the direct or beneficial ownershigerest in such new Subsidiary, in form and subssatisfactory to Bank, and (c) provids
Bank all other documentation in form and substaatisfactory to Bank (including, if requested bynBaone or more opinions of counsel
satisfactory to Bank), which in its opinion is appriate with respect to the execution and deliwdrthe applicable documentation referred to
above. Any document, agreement, or instrumentugdoor issued pursuant to this Section 6.13 &lea#l Loan Document.

6.14 Further Assurances. Execute any further instruments and take furfodion as Bank reasonably requests to perfect or
continue Bank’s Lien in the Collateral or to efftéloe purposes of this Agreement. Deliver to Bamkhin five (5) days after the same are s
or received, copies of all correspondence, repdasyments and other filings with any GovernmeAtahority regarding compliance with or
maintenance of Governmental Approvals or RequirdsnehLaw or that could reasonably be expectedateta material effect on any of the
Governmental Approvals or otherwise on the openatiaf Borrower or any of its Subsidiaries.

7 NEGATIVE COVENANTS

Borrower shall not do any of the following withdB&nk’s prior written consent:

7.1 Dispositions. Convey, sell, lease, transfer, assign, or otlserdispose of (collectively, Transfer "), or permit any of its
Subsidiaries to Transfer, all or any part of itsiness or property, except for Transfers (a) oéftory in the ordinary course of business;
(b) of worn-out or obsolete Equipment; and (c) éstivgg of Permitted Liens and Permitted Investments

7.2 Changes in Business, Management, Control, or Busisg Locations.

(a) (i) Engage in or permit any of its Subsidiati@gngage in any business other than the busmessently engaged in by
Borrower and such Subsidiary, as applicable, asarably related thereto; (ii) liquidate or dissglee (iii) have a change in senior
management; or (iv) permit or suffer any Chang€amtrol.

(b) Without at least thirty (30) days prior writtantice to Bank: (1) add any new offices or bussnesations, including warehouses
(unless such new offices or business locationsagotess than Ten Thousand Dollars ($10,000) irdwer’s assets or property) or deliver
any portion of the Collateral valued, individuatly in the aggregate, in excess of Two Hundred Hiftpusand Dollars ($250,000) to a bailee
at a location other than to a bailee and at ailmca@ready disclosed in the Perfection Certificé2® change its jurisdiction of organization,
(3) change its organizational structure or typgcfange its legal name (whether such name is gliginor French or otherwise), or
(5) change any organizational number (if any) assiigby its jurisdiction of organization. If Borrewintends to deliver any portion of the
Collateral valued, individually or in the aggregateexcess of Two Hundred Fifty Thousand Doll&250,000) to a bailee, and Bank and
such bailee are not already parties to a baileeeagent governing both the Collateral and the lopat which Borrower intends to deliver
Collateral, then Borrower will first receive theitten consent of Bank, and such bailee shall exeeantl deliver a bailee agreement in form
and substance satisfactory to Bank in its soleréfimmn.
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7.3 Mergers or Acquisitions. Merge or consolidate, or permit any of its Sulasids to merge or consolidate, with any other
Person, or acquire, or permit any of its Subsid&ato acquire, all or substantially all of the talpstock or property of another Person
(including, without limitation, by the formation ahy Subsidiary). A Subsidiary of Borrower or dayarantor that itself is not a Borrower or
a Guarantor may enter into any merger or consatidatith another Subsidiary of Borrower that itsslhot a Borrower or a Guarantor.

7.4 Indebtedness.

(a) Create, incur, assume, or be liable for anglmedness, or permit any Subsidiary to do so, db@r Permitted
Indebtedness.

(b) Without limiting the generality of Section 7a4( all present and future indebtedness of Borrawdés officers, directors,
and equityholders (“Inside Debt”) shall, at all &8 be subordinated to the Obligations pursuaatsiabordination agreement on Bank’s
standard form. Borrower represents and warraatstiiere is no Inside Debt presently outstandirgept for the following: NONE. Prior to
incurring any Inside Debt in the future, Borrowbal cause the person to whom such Inside Debtheilbwed to execute and deliver to Bank
a subordination agreement on Bank’s standard form.

7.5 Encumbrance. Create, incur, allow, or suffer any Lien on arfiyhe Collateral, or assign or convey any righteoeive
income, including the sale of any Accounts, or geamny of its Subsidiaries to do so, except fomfieted Liens, or permit any Collateral not
to be subject to the first priority security intsrgranted herein, or enter into any agreemenymeat, instrument or other arrangement
(except with or in favor of Bank) with any Persohigh directly or indirectly prohibits or has thdesft of prohibiting Borrower from
assigning, mortgaging, pledging, granting a segimierest in or upon, or encumbering any of Borow Intellectual Property.

7.6 Maintenance of Collateral Accounts. Maintain any Collateral Account except pursuarthe terms of Section 6.8
(b) hereof.
7.7 Distributions; Investments. (a) Pay any dividends or make any distributiopayment or redeem, retire or purchase any

capital stock provided that (i) Borrower may cori\aary of its convertible securities into other s@@s pursuant to the terms of such
convertible securities or otherwise in exchangeei (i) Borrower may pay dividends solely in comon stock; and (iii) Borrower may
repurchase the stock of former employees or caasisipursuant to stock repurchase agreements g@soan Event of Default does not exist
at the time of such repurchase and would not afist giving effect to such repurchase, providechsepurchase does not exceed in the
aggregate of Fifty Thousand Dollars ($50,000) psral year; or (b) directly or indirectly make amyestment other than Permitted
Investments, or permit any of its Subsidiariesdcd.

7.8 Transactions with Affiliates . Directly or indirectly enter into or permit taist any material transaction with any Affiliate
of Borrower, except for transactions that are mahdinary course of Borrower’s business, upondai reasonable terms that are no less
favorable to Borrower than would be obtained iraem’s length transaction with a non-affiliated Rers

7.9 Subordinated Debt. (a) Make or permit any payment on any Suborea&iebt, except under the terms of the
subordination, intercreditor, or other similar agrent to which such Subordinated Debt is subjedt)oamend any provision in any
document relating to the Subordinated Debt whichlaiincrease the amount thereof or the amount pip@nmitted payments thereof or
adversely affect the subordination thereof to Cdilans owed to Bank.

7.10 Compliance. Become an “investment company” or a companyrodat by an “investment company”, under the
Investment Company Act of 1940, as amended, orntaideas one of its important activities extendingdit to purchase or carry margin
stock (as defined in Regulation U of the Board of/&nors of the Federal Reserve System), or usgprtioeeds of any Credit Extension for
that purpose; fail to meet the minimum
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funding requirements of ERISA, permit a Reportdblent or Prohibited Transaction, as defined in ERI® occur; fail to comply with the
Federal Fair Labor Standards Act or violate angptaw or regulation, if the violation could reaabty be expected to have a material
adverse effect on Borrower’s business, or permytadrits Subsidiaries to do so; withdraw or peraniy Subsidiary to withdraw from
participation in, permit partial or complete ter@ion of, or permit the occurrence of any othemg¢weth respect to, any present pension,
profit sharing and deferred compensation plan whimhid reasonably be expected to result in anylifalof Borrower, including any liability
to the Pension Benefit Guaranty Corporation ositscessors or any other governmental agency.

8 EVENTS OF DEFAULT

Any one of the following shall constitute an evehtlefault (an “Event of Default”) under this Agreement:

8.1 Payment Default. Borrower fails to (a) make any payment of piiatior interest on any Credit Extension on its date,
or (b) pay any other Obligations within three ()sBiess Days after such Obligations are due anagbaywhich three (3) Business Day cure
period shall not apply to payments due on the ReéwglLine Maturity Date). During the cure peridbe failure to make or pay any payment
specified under clause (a) or (b) hereunder iandEvent of Default (but no Credit Extension wil imade during the cure period);

8.2 Covenant Default.

(a) Borrower fails or neglects to perform any oatign in Sections 6.2, 6.3, 6.4, 6.6, 6.8, 6.%.&0 or violates any
covenant in Section 7; or

(b) Borrower fails or neglects to perform, keeppbserve any other term, provision, condition, ctard or agreement
contained in this Agreement or any Loan Documeantd, as to any default (other than those specifigdis Section 8) under such other term,
provision, condition, covenant or agreement thatlmacured, has failed to cure the default witeim ({L0) days after the occurrence thereof;
provided, however, that if the default cannot Isyniature be cured within the ten (10) day periodammnot after diligent attempts by Borrower
be cured within such ten (10) day period, and slefhult is likely to be cured within a reasonalineet, then Borrower shall have an additic
period (which shall not in any case exceed thiBty) days) to attempt to cure such default, andimglich reasonable time period the failure
to cure the default shall not be deemed an Evebefdult (but no Credit Extensions shall be madendusuch cure period). Cure periods
provided under this section shall not apply, amotingr things, to financial covenants or any ottmrenants set forth in clause (a) above;

8.3 Material Adverse Change. A Material Adverse Change occurs;
8.4 Attachment; Levy; Restraint on Business

(@) (i) The service of process seeking to attaghrisstee or similar process, any funds of Borrowreof any entity under tt
control of Borrower (including a Subsidiary) on dsjt or otherwise maintained with Bank or any Béafliate, or (ii) a notice of lien or lev
is filed against any of Borrower’s assets by anyegoment agency, and the same under subclausesd({ji) hereof are not, within ten
(10) days after the occurrence thereof, dischaogestayed (whether through the posting of a bonatlegrwise); provided, however, no Cre
Extensions shall be made during any ten (10) dag pariod; or

(b) (i) any material portion of Borrower’s assetsattached, seized, levied on, or comes into ps&sesf a trustee or
receiver, or (ii) any court order enjoins, restgaior prevents Borrower from conducting any makgat of its business;

8.5 Insolvency. (a) Borrower is unable to pay its debts (inchgdirade debts) as they become due or otherwisanies
insolvent; (b) Borrower begins an Insolvency Pralieg; or (¢) an Insolvency Proceeding is begunragidorrower and not dismissed or
stayed within thirty (30) days (but no Credit Ex¢gms shall be made while of any of the conditidescribed in clause (a) exist and/or until
any Insolvency Proceeding is dismissed);

8.6 Other Agreements. There is, under any agreement to which Borravemy Guarantor is a party with a third party or
parties, (a) any default resulting in a right bglsthird party or parties, whether or not
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exercised, to accelerate the maturity of any Ineldiess in an amount individually or in the aggregaexcess of Fifty Thousand Dollars
($50,000); or (b) any default by Borrower or Guaoanthe result of which could have a material adee=ffect on Borrower’s or any
Guarantor’s business;

8.7 Judgments. One or more final judgments, orders, or decfeethe payment of money in an amount, individualtyin the
aggregate, of at least Fifty Thousand Dollars ($80) (not covered by independent third-party insoesas to which liability has been
accepted by such insurance carrier) shall be reddmgainst Borrower and the same are not, witlmir{18) days after the entry thereof,
discharged or execution thereof stayed or bondadipg appeal, or such judgments are not dischgsgedto the expiration of any such stay
(provided that no Credit Extensions will be madiempto the discharge, stay, or bonding of such judgt, order, or decree);

8.8 Misrepresentations. Borrower or any Person acting for Borrower madeg representation, warranty, or other statement
now or later in this Agreement, any Loan Documarihany writing delivered to Bank or to induce Ban enter this Agreement or any Loan
Document, and such representation, warranty, aratatement is incorrect in any material respédsmmade;

8.9 Subordinated Debt or Lien. Any document, instrument, or agreement evidaneimy Subordinated Debt shall for any
reason be revoked or invalidated or otherwise ctmbe in full force and effect; any Person shalimbbreach thereof or contest in any ma
the validity or enforceability thereof or deny tliahas any further liability or obligation theredgr; a default or breach occurs under any
agreement between Borrower and any creditor of@®eer that signed a subordination, intercreditompthier similar agreement with Bank, or
any creditor that has signed such an agreementBaitlk breaches any terms of such agreement; @Mfigations shall for any reason be
subordinated or shall not have the priority contitgul by this Agreement or any such subordinafitercreditor, or other similar agreeme

8.10 Guaranty . (a) Any guaranty of any Obligations terminates@ases for any reason to be in full force anelogfib) any
Guarantor does not perform any obligation or coménader any guaranty of the Obligations; (c) aingurnstance described in Sections 8.4,
8.5, 8.7, or 8.8. occurs with respect to any Guaraor (d) the death, liquidation, winding up,termination of existence of any Guarantor; or
(e) () a material impairment in the perfectionpoiority of Bank’s Lien in the collateral providdyy Guarantor or in the value of such
collateral or (ii) a material adverse change indbeeral affairs, management, results of operationdition (financial or otherwise) or the
prospect of repayment of the Obligations occuré waspect to any Guarantor.

8.11 Event of Default under other Loan Documents A n event of default has occurred and is continuimgen any other
Loan Document (after giving effect to, but withalutplication of, any applicable grace periods).

9 BANK'S RIGHTS AND REMEDIES

9.1 Rights and Remedies If an Event of Default has occurred and is caritig, Bank may, without notice or demand, do any
or all of the following:

€)) declare all Obligations immediately due and pay#ble if an Event of Default described in Sectiof 8ccurs all
Obligations are immediately due and payable wittamyt action by Bank);

(b) stop advancing money or extending credit for Boeds/benefit under this Agreement or under any rothe
agreement between Borrower and Bank;

(c) demand that Borrower (i) deposit cash with Ban&nramount equal to 105% of the Dollar Equivalerthef
aggregate face amount of all Letters of Credit iemg undrawn (plus all interest, fees, and cosis dr to become due in connection
therewith (as estimated by Bank in its good faitkibess judgment)), to secure all of the Obligatimiating to such Letters of Credit, as
collateral security for the repayment of any futdrawings under such Letters of Credit, and Borrostall forthwith deposit and pay such
amounts, and (ii) pay in advance all letter of @réxbs scheduled to be paid or payable over thmiming term of any Letters of Credit;
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(d) terminate any FX Forward Contracts;

(e) verify the amount of, demand payment of and peréorce under, and collect any Accounts and General
Intangibles, settle or adjust disputes and claiimextly with Account Debtors for amounts on termsl @ any order that Bank considers
advisable, notify any Person owing Borrower moneBank’s security interest in such funds;

® make any payments and do any acts it considerss@geor reasonable to protect the Collateral an/security
interest in the Collateral. Borrower shall assenmthke Collateral if Bank requests and make it abdél as Bank designates. Bank may enter
premises where the Collateral is located, takeraaithtain possession of any part of the Collatenad, pay, purchase, contest, or compromise
any Lien which appears to be prior or superiotgecurity interest and pay all expenses incuBed.ower grants Bank a license to enter
occupy any of its premises, without charge, to egerany of Bank’s rights or remedies;

(9) apply to the Obligations any (i) balances and digpo$ Borrower it holds, or (i) any amount helg Bank owing
to or for the credit or the account of Borrower;

(h) ship, reclaim, recover, store, finish, maintaimaie, prepare for sale, advertise for sale, andtselCollateral.
Bank is hereby granted a non-exclusive, royalte-fieense or other right to use, without charger®weer’s labels, Patents, Copyrights, mask
works, rights of use of any name, trade secretdetnames, Trademarks, and advertising mattenyosienilar property as it pertains to the
Collateral, in completing production of, advertsifor sale, and selling any Collateral and, in aaion with Bank’s exercise of its rights
under this Section, Borrower’s rights under akfises and all franchise agreements inure to Béekisfit;

0] place a “hold” on any account maintained with Banki/or deliver a notice of exclusive control, angittement
order, or other directions or instructions pursuardgny Control Agreement or similar agreementyigiiag control of any Collateral;

()] demand and receive possession of Borrower’s Baol;

(k) exercise all rights and remedies available to Bamer the Loan Documents or at law or equity, idiclg all
remedies provided under the Code (including dispafsthe Collateral pursuant to the terms thereof).

9.2 Power of Attorney . Borrower hereby irrevocably appoints Bank asaitgful attorney-in-fact, exercisable upon the
occurrence and during the continuance of an Evebetault, to: (a) endorse Borrower’s name on engcks or other forms of payment or
security; (b) sign Borrower’s name on any invoicdil of lading for any Account or drafts agaimstcount Debtors; (c) settle and adjust
disputes and claims about the Accounts directhj witcount Debtors, for amounts and on terms Bam&rdenes reasonable; (d) make, se
and adjust all claims under Borrower’s insuranckcps; (e) pay, contest or settle any Lien, chasgeumbrance, security interest, and
adverse claim in or to the Collateral, or any juégirbased thereon, or otherwise take any actitermoinate or discharge the same; and
(f) transfer the Collateral into the name of Bamladhird party as the Code permits. Borrower bg@ppoints Bank as its lawful attorney-in-
fact to sign Borrower’s name on any documents resagdo perfect or continue the perfection of Bardecurity interest in the Collateral
regardless of whether an Event of Default has gedunntil all Obligations have been satisfied ith &nd Bank is under no further obligation
to make Credit Extensions hereunder. Bank’s farggappointment as Borrower’s attorney in fact, atiaf Bank’s rights and powers,
coupled with an interest, are irrevocable until@itligations have been fully repaid and performed Bank’s obligation to provide Credit
Extensions terminates.

9.3 Protective Payments If Borrower fails to obtain the insurance calfedby Section 6.7 or fails to pay any premium
thereon or fails to pay any other amount which Ba@r is obligated to pay under this Agreement gr@her Loan Document, Bank may
obtain such insurance or make such payment, armshrallints so paid by Bank are Bank Expenses anddimtety due and payable, bearing
interest at the then highest rate applicable tdthkgations, and secured by the Collateral. Baitkmake reasonable efforts to provide
Borrower with notice of Bank obtaining such insuwamt the time it is obtained or within a reasoaedishe thereafter. No payments by Bank
are deemed an agreement to make similar paymetitis finture or Bank’s waiver of any Event of Detfaul
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9.4 Application of Payments and Proceeds If an Event of Default has occurred and is auritig, Bank may apply any funds
in its possession, whether from Borrower accoutarmes, payments, proceeds realized as the rdsaiyaollection of Accounts or other
disposition of the Collateral, or otherwise, to ligations in such order as Bank shall deternmirits sole discretion. Any surplus shall be
paid to Borrower by credit to the Designated DepAscount or to other Persons legally entitled ¢ter Borrower shall remain liable to Bank
for any deficiency. If Bank, in its good faith lsss judgment, directly or indirectly enters iatdeferred payment or other credit transaction
with any purchaser at any sale of Collateral, Bsimkll have the option, exercisable at any timeitbler reducing the Obligations by the
principal amount of the purchase price or defertimgreduction of the Obligations until the acteadeipt by Bank of cash therefor.

9.5 Bank’s Liability for Collateral . So long as Bank complies with reasonable bangragtices regarding the safekeeping of
the Collateral in the possession or under the obofrBank, Bank shall not be liable or responsiiole (a) the safekeeping of the Collateral;
(b) any loss or damage to the Collateral; (c) anyirtlition in the value of the Collateral; or (d)yaact or default of any carrier,
warehouseman, bailee, or other Person. Borrowaastal risk of loss, damage or destruction ofGlodateral.

9.6 No Waiver; Remedies Cumulative Bank’s failure, at any time or times, to requstect performance by Borrower of any
provision of this Agreement or any other Loan Doeutshall not waive, affect, or diminish any rigitBank thereafter to demand strict
performance and compliance herewith or therewNb.waiver hereunder shall be effective unless signethe party granting the waiver and
then is only effective for the specific instancel amirpose for which it is given. Bank’s rights aethedies under this Agreement and the
other Loan Documents are cumulative. Bank hasgits and remedies provided under the Code, by dain equity. Banls exercise of or
right or remedy is not an election and shall nechrde Bank from exercising any other remedy utiiisrAgreement or other remedy
available at law or in equity, and Bank’s waiveraofy Event of Default is not a continuing waiv@&ank’s delay in exercising any remedy is
not a waiver, election, or acquiescence.

9.7 Demand Waiver. Borrower waives demand, notice of default ohdisor, notice of payment and nonpayment, notice of
any default, nonpayment at maturity, release, comjse, settlement, extension, or renewal of ac&utcuments, instruments, chattel
paper, and guarantees held by Bank on which Bom@&ble.

10 NOTICES

All notices, consents, requests, approvals, demamagher communication by any party to this Agneat or any other Loan
Document must be in writing and shall be deemethte been validly served, given, or deliveredu@n the earlier of actual receipt and
three (3) Business Days after deposit in the U &l first class, registered or certified mail netueceipt requested, with proper postage
prepaid; (b) upon transmission, when sent by edeatrmail or facsimile transmission; (c) one (1)sBiess Day after deposit with a reputable
overnight courier with all charges prepaid; or\idien delivered, if hand-delivered by messengegfalihich shall be addressed to the party
to be notified and sent to the address, facsimitalver, or email address indicated below. Bankard@ver may change its mailing or
electronic mail address or facsimile number byrgivihe other party written notice thereof in acemrck with the terms of this Section 10.

If to Borrower: NETLIST, INC.
51 Discovery, Suite 150
Irvine, CA 92618
Attn: Gail Iltow, CFO
Fax: 949.679.0113
Email: gitow@netlist.con

If to Bank: Silicon Valley Bank
38 Technology Drive, Suite 150
Irvine, California 92618
Attn: Kurt Miklinski, Relationship Manager
Fax: 949.790.9020
Email: kmiklinski@svb.con
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11 CHOICE OF LAW, VENUE, JURY TRIAL WAIVER AND JUDICIA L REFERENCE

California law governs the Loan Documents withagard to principles of conflicts of law. Borrowaard Bank each submit to the
exclusive jurisdiction of the State and Federalrtoin Santa Clara County, California; providedwiewer, that nothing in this Agreement s
be deemed to operate to preclude Bank from bringirigor taking other legal action in any otheigdiction to realize on the Collateral or
any other security for the Obligations, or to enéa judgment or other court order in favor of BaBlorrower expressly submits and cons
in advance to such jurisdiction in any action dt sammenced in any such court, and Borrower heveliyes any objection that it may have
based upon lack of personal jurisdiction, improgamue, or forum non conveniens and hereby consetite granting of such legal or
equitable relief as is deemed appropriate by soahtc Borrower hereby waives personal servicdhefsummons, complaints, and other
process issued in such action or suit and agre¢séhvice of such summons, complaints, and otlueregs may be made by registered or
certified mail addressed to Borrower at the addses$orth in, or subsequently provided by Borrowmeaccordance with, Section 10 of this
Agreement and that service so made shall be deearepleted upon the earlier to occur of Borrowectial receipt thereof or three (3) days
after deposit in the U.S. mails, proper postageaice

TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, BORROWER AND BANK EACH WAIVE THEIR
RIGHT TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTI ON ARISING OUT OF OR BASED UPON THIS
AGREEMENT, THE LOAN DOCUMENTS OR ANY CONTEMPLATED T RANSACTION, INCLUDING CONTRACT, TORT,
BREACH OF DUTY AND ALL OTHER CLAIMS. THIS WAIVER IS A MATERIAL INDUCEMENT FOR BOTH PARTIES TO
ENTER INTO THIS AGREEMENT. EACH PARTY HAS REVIEWED THIS WAIVER WITH ITS COUNSEL

WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES’ AGREEMENT TO WAIVE THEIR RESPECTIVE RIGHT
TO A TRIAL BY JURY, if the above waiver of the rigto a trial by jury is not enforceable, the patiereto agree that any and all disputes
or controversies of any nature between them arairamy time shall be decided by a reference tavate judge, mutually selected by the
parties (or, if they cannot agree, by the Presidindge of the Santa Clara County, California Sapéburt) appointed in accordance with
California Code of Civil Procedure Section 638 garsuant to comparable provisions of federal lathéf dispute falls within the exclusive
jurisdiction of the federal courts), sitting withtaujury, in Santa Clara County, California; and garties hereby submit to the jurisdictior
such court. The reference proceedings shall bdumad pursuant to and in accordance with the piavs of California Code of Civil
Procedure 88 638 through 645.1, inclusive. Thegpeijudge shall have the power, among others;aitgrovisional relief, including witho
limitation, entering temporary restraining ordessuing preliminary and permanent injunctions apploénting receivers. All such
proceedings shall be closed to the public and dential and all records relating thereto shall eer@anently sealed. If during the course of
any dispute, a party desires to seek provision@fséut a judge has not been appointed at thait paursuant to the judicial reference
procedures, then such party may apply to the Salata County, California Superior Court for suchefe The proceeding before the private
judge shall be conducted in the same manner asutdibe before a court under the rules of evidepmicable to judicial proceedings. T
parties shall be entitled to discovery which sballconducted in the same manner as it would bedafoourt under the rules of discovery
applicable to judicial proceedings. The privatgge shall oversee discovery and may enforce albsliary rules and orders applicable to
judicial proceedings in the same manner as adoatt judge. The parties agree that the seleategypointed private judge shall have
power to decide all issues in the action or protwgdvhether of fact or of law, and shall repostatement of decision thereon pursuant to
California Code of Civil Procedure 8 644(a). Nothin this paragraph shall limit the right of argry at any time to exercise self-help
remedies, foreclose against collateral, or obtadvipional remedies. The private judge shall alstermine all issues relating to the
applicability, interpretation, and enforceabilitfytbis paragraph.

12 GENERAL PROVISIONS

12.1 Termination Prior to Revolving Line Maturity Date . On the Revolving Line Maturity Date or on anylieareffective
date of termination, Borrower shall pay and perfamrfull all Obligations, whether evidenced by @mfihent notes or otherwise, and whether
or not all or any part of such Obligations are othige then due and payable. This Agreement magtpeinated prior to the Revolving Line
Maturity Date by Borrower, effective three (3) Busss Days after written notice of termination igegi to Bank. Notwithstanding any such
termination, Bank’s lien and security interesthe Collateral and all of Bank’s rights and remedieder this Agreement shall continue until
Borrower fully satisfies its Obligations.
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12.2 Successors and Assigns This Agreement binds and is for the benefithef successors and permitted assigns of each
party. Borrower may not assign this Agreementnyr rights or obligations under it without Bank’sgrwritten consent (which may be
granted or withheld in Bank’s discretion). Banlshiae right, without the consent of or notice tamwer, to sell, transfer, assign, negotiate,
or grant participation in all or any part of, owyanterest in, Bank’s obligations, rights, and bigsainder this Agreement and the other Loan
Documents.

12.3 Indemnification . Borrower agrees to indemnify, defend and holdkBand its directors, officers, employees, agents,
attorneys, or any other Person affiliated withepresenting Bank (each, atntiemnified Person”) harmless against: (a) all obligations,
demands, claims, and liabilities (collectivelyClaims ") claimed or asserted by any other party in cotinaovith the transactions
contemplated by the Loan Documents; and (b) aflder expenses (including Bank Expenses) in agyswiiered, incurred, or paid by such
Indemnified Person as a result of, following frasansequential to, or arising from transactions ketwBank and Borrower (including
reasonable attorneys’ fees and expenses), exaeptdins and/or losses directly caused by suchnmiiéed Person’s gross negligence or
willful misconduct.

12.4 Time of Essence Time is of the essence for the performanceldbligations in this Agreement.

12.5 Severability of Provisions. Each provision of this Agreement is severaldenfievery other provision in determining the
enforceability of any provision.

12.6 Correction of Loan Documents. Bank may correct patent errors and fill in atgnlis in the Loan Documents consistent
with the agreement of the parties.

12.7 Amendments in Writing; Waiver; Integration . No purported amendment or modification of anah®ocument, or
waiver, discharge or termination of any obligatioxder any Loan Document, shall be enforceable misgible unless, and only to the extent,
expressly set forth in a writing signed by the pagainst which enforcement or admission is souyitiithout limiting the generality of the
foregoing, no oral promise or statement, nor artipacinaction, delay, failure to require perfornearor course of conduct shall operate as, or
evidence, an amendment, supplement or waiver @ hay other effect on any Loan Document. Any wagranted shall be limited to the
specific circumstance expressly described in i, stmall not apply to any subsequent or other cistante, whether similar or dissimilar, or
give rise to, or evidence, any obligation or conmngitt to grant any further waiver. The Loan Docutaeepresent the entire agreement a
this subject matter and supersede prior negotigtiwragreements. All prior agreements, understgsdirepresentations, warranties, and
negotiations between the parties about the subjatter of the Loan Documents merge into the Loaaubeents.

12.8 Counterparts . This Agreement may be executed in any numbeoohterparts and by different parties on separate
counterparts, each of which, when executed andeteld, is an original, and all taken together, tiute one Agreement.

12.9 Survival . All covenants, representations and warrantiedenia this Agreement continue in full force unkilt Agreement
has terminated pursuant to its terms and all Otitiga (other than inchoate indemnity obligationd any other obligations which, by their
terms, are to survive the termination of this Agneat) have been satisfied. The obligation of Begoin Section 12.3 to indemnify the
Indemnified Persons shall survive until all stasudé limitation with respect to the Claims, loss@sl expenses for which indemnity is given
shall have run.

12.10 Confidentiality . In handling any confidential information, Bartkadl exercise the same degree of care that it esexrdor
its own proprietary information, but disclosureimformation may be made: (a) to Bank’s Subsidiaoesffiliates; (b) to prospective
transferees or purchasers of any interest in tediCExtensions (provided, however, Bank shallitseommercially reasonable efforts to
obtain any prospective transferee’s or purchasgreement to the terms of this provision); (c)eapiired by law, regulation, subpoena, or
other order; (d) to Bank’s regulators or as othsewiequired in connection with Baskéxamination or audit; () as Bank considers gpjatz
in exercising remedies under the Loan Document$(Brio third-party service providers of Bank smdj as such service providers have
executed a confidentiality agreement with Bank wathms no less restrictive than those containediherConfidential information does not
include information that is either: (i) in the pidbtlomain or in Bank’s possession when discloseBlaiok, or becomes part of the public
domain after disclosure to Bank; or (ii) disclosedank by a third party, if Bank does not knowtttte third party is prohibited from
disclosing the information.
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Bank may use confidential information for the deyehent of databases, reporting purposes, and mamkétsis so long as such
confidential information is aggregated and anonydiprior to distribution unless otherwise expregsymitted by Borrower. The provisions
of the immediately preceding sentence shall surtheetermination of this Agreement.

12.11  Attorneys’ Fees, Costs and Expensesin any action or proceeding between Borrower Badk arising out of or relating
to the Loan Documents, the prevailing party shalehtitled to recover its reasonable attorneys el other costs and expenses incurred, in
addition to any other relief to which it may beitdad.

12.12 Electronic Execution of Documents The words “execution,” “signed,” “signaturahd words of like import in any Loi
Document shall be deemed to include electronicagiges or the keeping of records in electronic fagach of which shall be of the same
legal effect, validity and enforceability as a maltyiexecuted signature or the use of a paper-baseuidkeeping systems, as the case may
be, to the extent and as provided for in any applilaw, including, without limitation, any stdév based on the Uniform Electronic
Transactions Act.

12.13 Captions. The headings used in this Agreement are for @oience only and shall not affect the interpretatibthis
Agreement.

12.14 Construction of Agreement. The parties mutually acknowledge that they &t tattorneys have participated in the
preparation and negotiation of this Agreementcdses of uncertainty this Agreement shall be coedtwithout regard to which of the
parties caused the uncertainty to exist.

12.15 Relationship. The relationship of the parties to this Agreetigmetermined solely by the provisions of thisrégment.
The parties do not intend to create any agencyn@aship, joint venture, trust, fiduciary or othetationship with duties or incidents
different from those of parties to an arm’s-lengtimtract.

12.16 Third Parties . Nothing in this Agreement, whether express @lied, is intended to: (a) confer any benefitshiggor
remedies under or by reason of this Agreement grparsons other than the express parties to ittaidrespective permitted successors
and assigns; (b) relieve or discharge the obligatioliability of any person not an express paotyttis Agreement; or (c) give any person
an express party to this Agreement any right of@gédtion or action against any party to this Agreetn

13 DEFINITIONS

131 Definitions . As used in the Loan Documents, the word “shalthandatory, the word “may” is permissive, the avtwor”
is not exclusive, the words “includes” and “inclngt are not limiting, the singular includes thenalll and numbers denoting amounts that are
set off in brackets are negative. As used inAlgjeeement, the following capitalized terms haveftiilwing meanings:

“ Account” is any “account’as defined in the Code with such additions to ¢aoim as may hereafter be made, and includes, wi
limitation, all accounts receivable and other saumwgg to Borrower.

“ Account Debtor” is any “account debtor” as defined in the Cod#éwguch additions to such term as may hereaftendste.

“ Advance” or “ Advances” means an advance (or advances) under the Regalvire.

“ Affiliate " is, with respect to any Person, each other Pettsainowns or controls directly or indirectly therBon, any Person that
controls or is controlled by or is under commontooinwith the Person, and each of that Person’ss@xecutive officers, directors, partners
and, for any Person that is a limited liability quemy, that Person’s managers and members.

“ Agreement” is defined in the preamble hereof.
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“ Availability Amount " is the result of (a) the lesser of (i) Maximumvker Amount or (ii) the amount available undes th
Borrowing Base, minus (b) the aggregate Dollar Egjeint amount of all outstanding Letters of Créulitluding drawn but unreimbursed
Letters of Credit) plus an amount equal to thedredf Credit Reserve, minus (c¢) the FX Reductionofimt, minus (d) any amounts used for
Cash Management Services, and minus (e) the odistaprincipal balance of any Advances.

“ Bank " is defined in the preamble hereof.

“ Bank Expenses’ are all audit fees and expenses, costs, and egpdincluding reasonable attorneys’ fees and esgsgrior
preparing, amending, negotiating, administeringending and enforcing the Loan Documents (includimighout limitation, those incurred
connection with appeals or Insolvency Proceeding®therwise incurred with respect to Borrower oy &uarantor.

“ Bankruptcy-Related Defaults” is defined in Section 9.1.
“ BB Blocked Amount” is defined within the definition of “Borrowing Bz".
“ Borrower " is defined in the preamble hereof

“ Borrower’s Books” are all Borrower’s books and records includindders, federal and state tax returns, recordsdagar
Borrower’s assets or liabilities, the Collateraisimess operations or financial condition, anat@thputer programs or storage or any
equipment containing such information.

“ Borrowing Base” is (a) 80% (the “A/R Advance Rate” and also an ‘Advance Rate”) of Eligible Accountsminus (b) the amour
of One Million Dollars ($1,000,000) (theBB Blocked Amount”), as determined by Bank from Borrower’s most réceransaction Report;
provided, however, that Bank may decrease any oneoce of the Advance Rates in its good faith besejudgment based on events,
conditions, contingencies, or risks which, as deteed by Bank, may adversely affect Collateral orrBwer.

“ Borrowing Resolutions” are, with respect to any Person, those resolstamopted by such Person’s Board of Directors and
delivered by such Person to Bank approving the @acuments to which such Person is a party anttémsactions contemplated thereby,
together with a certificate executed by its Secyeta behalf of such Person certifying that (a)rsBerson has the authority to execute,
deliver, and perform its obligations under eackthefLoan Documents to which it is a party, (b) tettforth in such certificate is a true,
correct, and complete copy of the resolutions theull force and effect authorizing and ratifyitige execution, delivery, and performance by
such Person of the Loan Documents to which itparay, (c) the name(s) of the Person(s) authoriaexkecute the Loan Documents on be
of such Person, together with a sample of thegigieature(s) of such Person(s), and (d) that Baamk conclusively rely on such certificate
unless and until such Person shall have deliver&hnk a further certificate canceling or amendingh prior certificate.

“ Business Day is any day that is not a Saturday, Sunday oryaaiewhich Bank is closed.

“Cash Equivalents” means (a) marketable direct obligations issuechoonditionally guaranteed by the United Statesngragency
or any State thereof having maturities of not ntbes one (1) year from the date of acquisition;ogmhmercial paper maturing no more than
one (1) year after its creation and having the ésginating from either Standard & Poor’s Ratingsupror Moody’s Investors Service, Inc.;
(c) Bank’s certificates of deposit issued matumiegmore than one (1) year after issue.

“Cash Management Services’is defined in Section 2.1.4.

“ Change in Control” means any event, transaction, or occurrencerasut of which (a) any “person” (as such termeasirted in
Sections 3(a)(9) and 13(d)(3) of the Exchange Aattjer than a trustee or other fiduciary holdingusities under an employee benefit plan of
Borrower, is or becomes a beneficial owner (wittie meaning Rule 13d-3 promulgated under the Exgihdwt), directly or indirectly, of
securities of Borrower, representing twenty-fivegeat (25%) or more of the combined voting poweBofrower’s then outstanding
securities; or (b) during any period of twelve aengtive calendar months, individuals who at theifi@gg of such period constituted the
Board of Directors (or equivalent) of Borrower (gblger with any new directors whose election byBbard of Directors (or equivalent) of
Borrower was approved by a vote of not less thanttvirds of
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the directors (or equivalent) then still in offiado either were directors (or equivalent) at thgitweing of such period or whose election or
nomination for election was previously so approvegse for any reason other than death or disatmlitonstitute a majority of the directors
(or equivalent) then in office or (c) Borrower ceaso own, directly or indirectly, 100% of the vafisecurities of any Guarantor.

“ Code" is the Uniform Commercial Code, as the same rfrayn time to time, be enacted and in effect in $tate of California;
provided, that, to the extent that the Code is ugefkfine any term herein or in any Loan Docunsert such term is defined differently in
different Articles or Divisions of the Code, thefid@ion of such term contained in Article or Divis 9 shall govern; provided further, that in
the event that, by reason of mandatory provisidriawe, any or all of the attachment, perfectionpaority of, or remedies with respect to,
Bank’s Lien on any Collateral is governed by thafohm Commercial Code in effect in a jurisdictiother than the State of California, the
term “Code” shall mean the Uniform Commercial Code as enaatatlin effect in such other jurisdiction solely furposes of the
provisions thereof relating to such attachmentfgméion, priority, or remedies and for purposeslefinitions relating to such provisions.

“ Collateral " is any and all properties, rights and assetsaf®ver described on Exhibit A
“ Collateral Account” is any Deposit Account, Securities Account, om@oodity Account.

“ Commodity Account” is any “commodity account” as defined in the Cadth such additions to such term as may hereaftter
made.

“ Compliance Certificate” is that certain certificate in the form attachezteto as Exhibit B

“ Contingent Obligation " is, for any Person, any direct or indirect liaBilicontingent or not, of that Person for (a) argeibtednes
lease, dividend, letter of credit or other obligatof another such as an obligation, in each ahssstly or indirectly guaranteed, endorsed, co-
made, discounted or sold with recourse by thatdPeis for which that Person is directly or indifgdiable; (b) any obligations for undrawn
letters of credit for the account of that Persar €) all obligations from any interest rate, emcy or commodity swap agreement, interest
rate cap or collar agreement, or other agreemestrangement designated to protect a Person adlicisiation in interest rates, currency
exchange rates or commaodity prices; but “Conting#ligation” does not include endorsements in tfttnary course of business. The
amount of a Contingent Obligation is the statedetermined amount of the primary obligation for efhthe Contingent Obligation is made
or, if not determinable, the maximum reasonablycgrdted liability for it determined by the Persongood faith; but the amount may not
exceed the maximum of the obligations under anyaqniae or other support arrangement.

“ Control Agreement” is any control agreement entered into amongh@)depository institution at which Borrower or any
Guarantor maintains a Deposit Account or the stesrintermediary or commodity intermediary at whigorrower or any Guarantor
maintains a Securities Account or a Commodity Aetp(b) Borrower or such Guarantor, and (c) Bankspant to which Bank obtains
control (within the meaning of the Code) over saposit Account, Securities Account, or Commoditycunt.

“ Copyrights ” are any and all copyright rights, copyright applions, copyright registrations and like protesién each work or
authorship and derivative work thereof, whetherlighled or unpublished and whether or not the sdstecmnstitutes a trade secret.

“ Credit Extension” is any Advance, Letter of Credit, FX Forward Cart, amount utilized for Cash Management Serviceany
other extension of credit by Bank for Borrower's\bét.

“ Current Liabilities " are all obligations and liabilities of Borrower Bank, plus, without duplication, the aggregateant of
Borrower’s Total Liabilities that mature within o) year.

“Default” means any event which with notice or passage @& timboth, would constitute an Event of Default.
“ Default Rate” is defined in Section 2.3(b).
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“ Deferred Revenug€' is all amounts received or invoiced in advanc@efformance under contracts and not yet recograzed
revenue.

“ Deposit Account” is any “deposit account” as defined in the Cod#hwuch additions to such term as may hereaften&de.

“ Designated Deposit Account is Borrower’s deposit account, account number , maintained with Bank.
“ Dollars ,” “ dollars " or use of the sign $” means only lawful money of the United States aatlany other currency, regardless
of whether that currency uses the “$” sign to deritst currency or may be readily converted intofldwinoney of the United States.

“ Dollar Equivalent " is, at any time, (a) with respect to any amounba&nated in Dollars, such amount, and (b) with eespo an
amount denominated in a Foreign Currency, the edgit amount therefor in Dollars as determined bykBat such time on the basis of the
then-prevailing rate of exchange in San Franci€adifornia, for sales of the Foreign Currency famsfer to the country issuing such Foreign
Currency.

“ Domestic Subsidiary” means a Subsidiary organized under the lawsefihited States or any state or territory theredhe
District of Columbia.

“ Effective Date” is defined in the preamble hereof.

“ Eligible Accounts” means Accounts which arise in the ordinary cowfsBorrower’s business that are subject to Bafiks-
priority perfected security interests therein argetrall Borrowers representations and warranties in Section 5ahkBeserves the right up:
prior written notice to Borrower at any time andrfr time to time after the Effective Date to adjaisy of the criteria set forth below and to
establish new criteria in its good faith businesfgment. Unless Bank otherwise agrees in writitigible Accounts shall not include:

(a) Accounts that the Account Debtor has not paid witkinety (90) days of invoice date regardless wbice payment period
terms;

(b) Accounts owing from an Account Debtor, fifty pert€s0%) or more of whose Accounts have not beed péthin ninety
(90) days of invoice date;

(c) [intentionally omitted];
(d) Accounts billed and/or payable outside of the Whifates;
(e) Accounts owing from an Account Debtor to the extibat Borrower is indebted or obligated in any nearto the Account

Debtor (as creditor, lessor, supplier or otherwisemetimes called “contraccounts, accounts payable, customer depositedit eccounts’
with the exception of customary credits, adjustraemtd/or discounts given to an Account Debtor byr@eer in the ordinary course of its
business;

® Accounts for which the Account Debtor is BorrowekSHiliate, officer, employee, or agent;
(9) Accounts with credit balances over ninety (90) dagm invoice date;
(h) Accounts of Borrower owing from an Account Debtiogluding Affiliates, whose total obligations to Bower exceed

twenty-five percent (25%) (such percentage, thert@mtration Limit”) of all Eligible Accounts, to ¢hextent of amounts that exceed that
percentage, unless Bank approves in writing;

() Accounts owing from an Account Debtor which is aitdd States government entity or any departmemney or
instrumentality thereof unless Borrower has assigteepayment rights to Bank and the assignmenbbkas acknowledged under the Federal
Assignment of Claims Act of 1940, as amended;
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()] Accounts for demonstration or promaotional equipmenin which goods are consigned, or sold on &“gaaranteed”,

“sale or return”, “sale on approval”, or other terihAccount Debtor’'s payment may be conditional;

(k) Accounts owing from an Account Debtor that hashbexdn invoiced or where goods or services have etdigen rendered
to the Account Debtor (sometimes called memo lg#ior pre-billings);

)] Accounts subject to contractual arrangements betBeerower and an Account Debtor where payment shachedules
or due according to completion or fulfillment regaments where the Account Debtor has a right cfedffor damages suffered as a result of
Borrower’s failure to perform in accordance witle ttontract (sometimes called contracts accoun&svadale, progress billings, milestone
billings, or fulfillment contracts);

(m) Accounts owing from an Account Debtor the amounwbich may be subject to withholding based on ticecduint
Debtor’s satisfaction of Borrower’s complete perfiance (but only to the extent of the amount withhsbmetimes called retainage billings);

(n) Accounts subject to trust provisions, subrogatights of a bonding company, or a statutory trust;

(0) Accounts owing from an Account Debtor that has hiegniced for goods that have not been shippeti¢ciccount Debta
unless Bank, Borrower, and the Account Debtor rentered into an agreement acceptable to Bank soiésdiscretion wherein the Account
Debtor acknowledges that (i) it has title to and bevnership of the goods wherever located, (iipaabfide sale of the goods has occurred
(i) it owes payment for such goods in accordawith invoices from Borrower (sometimes called “lasihd hold” accounts);

(p) Accounts owing from an Account Debtor with respecivhich Borrower has received Deferred Revenuédghly to the
extent of such Deferred Revenue);

(a) Accounts for which the Account Debtor has not bieewniced;

(9] Accounts that represent non-trade receivablesatraie derived by means other than in the ordinawyse of Borrower’s
business;

(s) Accounts for which Borrower has permitted Accoumbiibr's payment to extend beyond 90 days;

® Accounts subject to chargebacks or others paynahiations taken by an Account Debtor (but onlyhie éxtent of the

chargebacks or deductions);

(u) Accounts in which the Account Debtor disputes lipbr makes any claim (but only up to the displite claimed
amount), or if the Account Debtor is subject tasolvency Proceeding, or becomes insolvent, os gog of business;

(v) Accounts for which Bank in its good faith busin@gsgment determines collection to be doubtful; and

(w) other Accounts Bank deems ineligible in the exerofits good faith business judgment.
Furthermore, Bank expressly reserves the righkttude from Eligible Accounts any one or more Acetsuowing from an Account Debtor
which does not have its principal place of busiriegke United States, or those provinces or tigs of Canada that have adopted the
Personal Property Security Act, unless such Aceoar (i) covered in full by credit insurance gatitory to Bank, less any deductible,
(i) supported by letter(s) of credit acceptabldtmk, (iii) supported by a guaranty from the Extgdarport Bank of the United States, or
(iv) otherwise approved by Bank in writing.

“ Equipment " is all “equipment” as defined in the Code witlchuadditions to such term as may hereafter be naamkincludes
without limitation all machinery, fixtures, goodsehicles (including motor vehicles and trailersjdany interest in any of the foregoing.
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“ ERISA " is the Employee Retirement Income Security Ac1874, and its regulations.

“ Event of Default” is defined in Section 8.

“ Exchange Act” is the Securities Exchange Act of 1934, as amdnde

“Foreign Currency” means lawful money of a country other than the éthBtates.

“Foreign Subsidiary” means any Subsidiary which is not a Domestic Sidrgid

“ Funding Date” is any date on which a Credit Extension is madertfor the account of Borrower which shall bewsBess Day.

“ FX Business Day' is any day when (a) Bank'Foreign Exchange Department is conducting itsnabbusiness and (b) the Fore
Currency being purchased or sold by Borrower islalke to Bank from the entity from which Bank shally or sell such Foreign Currency.

“ FX Forward Contract " is defined in Section 2.1.3.
“ FX Reduction Amount” is defined in Section 2.1.3.
“ FX Reserve” is defined in Section 2.1.3.

“ GAAP " is generally accepted accounting principles eghfin the opinions and pronouncements of the Antiag Principles
Board of the American Institute of Certified Pubficcountants and statements and pronouncemerte éfinancial Accounting Standards
Board or in such other statements by such othesoReas may be approved by a significant segmetihiecdiccounting profession, which are
applicable to the circumstances as of the datetrtination.

“ General Intangibles” is all “general intangibles” as defined in thed&adn effect on the date hereof with such additimnsuch
term as may hereafter be made, and includes withoitation, all Intellectual Property, claims, imme and other tax refunds, security and
other deposits, payment intangibles, contract sighptions to purchase or sell real or personglquty, rights in all litigation presently or
hereafter pending (whether in contract, tort oeothise), insurance policies (including without ltation key man, property damage, and
business interruption insurance), payments of arste and rights to payment of any kind.

“ Governmental Approval " is any consent, authorization, approval, ordeerise, franchise, permit, certificate, accreditati
registration, filing or notice, of, issued by, framto, or other act by or in respect of, any Gawmegntal Authority.

“ Governmental Authority ” is any nation or government, any state or ottaditipal subdivision thereof, any agency, authqrity
instrumentality, regulatory body, court, centrahbar other entity exercising executive, legislatijudicial, taxing, regulatory or
administrative functions of or pertaining to gowaent, any securities exchange and any self-regylarganization .

“ Gross Profit ” means, as calculated on a consolidated basBdmower and its Subsidiaries for any period azrgt date of
determination and as determined in accordance@®@#AP, the gross profit (or loss) of Borrower angl ®ubsidiaries for such period taken as
a single accounting period.

“ Guarantor " is any present or future guarantor of the Oblgag, including Netlist Technology Texas LP, a Tekmited
partnership.

“ Guarantor Security Agreement” is, with respect to each Guarantor, a securitgagent (in form and substance satisfactory to
Bank in its good faith business judgment) by sucla@ntor in favor of Bank.

“ Guaranty " is, with respect to each Guarantor, a continigngranty (in form and substance satisfactory tokBauits good faith
business judgment) by such Guarantor in favor aflieelative to Borrower.
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“ Indebtedness’ is (a) indebtedness for borrowed money or thedefl price of property or services, such as remsdgrent and
other obligations for surety bonds and lettersreflit, (b) obligations evidenced by notes, bon@dethtures or similar instruments, (c) capital
lease obligations, and (d) Contingent Obligations.

“ Indemnified Person” is defined in Section 12.3.

“ Initial Audit ” is Bank’s inspection of Borrower’'s Accounts, t@ellateral, and Borrowes’ Books, completed most recently pric
the Effective Date.

“ Insolvency Proceedingd is any proceeding by or against any Person utidetnited States Bankruptcy Code, or any other
bankruptcy or insolvency law, including assignmdotshe benefit of creditors, compositions, extens generally with its creditors, or
proceedings seeking reorganization, arrangemewther relief.

“ Intellectual Property " means, with respect to Borrower or a GuarantbgféBorrower’s or such Guarantor’s right, titiend
interest in and to the following:

€)) its Copyrights, Trademarks and Patents;

(b) any and all trade secrets and trade secret rigitisiding, without limitation, any rights to unpated inventions, know-
how, operating manuals;

(c) any and all source code;
(d) any and all design rights which may be availablBdorower or such Guarantor;
(e) any and all claims for damages by way of past,greand future infringement of any of the foregoiwith the right, but

not the obligation, to sue for and collect such dges for said use or infringement of the IntellatRroperty rights identified above; and

® all amendments, renewals and extensions of artyeo€bpyrights, Trademarks or Patents.

“ Intercompany Subordination Agreement” is defined in Section 6.12.

“ Inventory " is all “inventory” as defined in the Code in efteon the date hereof with such additions to sedmtas may hereafter
be made, and includes without limitation all meruttiae, raw materials, parts, supplies, packingsimgping materials, work in process and
finished products, including without limitation sumventory as is temporarily out of Borrower’s tady or possession or in transit and

including any returned goods and any documentilefrépresenting any of the above.

“ Investment” is any beneficial ownership interest in any Per§acluding stock, partnership interest or othessities), and any
loan, advance or capital contribution to any Person

“ IP Security Agreement” is, individually and collectively, (a) any one orore Intellectual Property security agreementd$diim
and substance satisfactory to Bank in its gooth faitsiness judgment) now or hereafter executedlafigered by Borrower to Bank, and
(b) any one or more Intellectual Property secuagyeements (in form and substance satisfactonatk B its good faith business judgment)
now or hereafter executed and delivered by GuaraotBank.

“ Letter of Credit” means a standby letter of credit issued by Bardnother institution based upon an application, guize,
indemnity or similar agreement on the part of Baslset forth in Section 2.1.2.

“ Letter of Credit Application " is defined in Section 2.1.2(b).
“ Letter of Credit Reserve” has the meaning set forth in Section 2.1.2(e).

“ Lien " is a claim, mortgage, deed of trust, levy, chamedge, security interest or other encumbrana@ngfkind, whether
voluntarily incurred or arising by operation of lawotherwise against any property.
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“Liquidity Condition” is the condition that the sum of (1) the aggregateunt of Borrower’s unencumbered (except for Bank’
security interest), unrestricted cash on depoddiaaik, plus (2) the Availability Amount, is at l¢&8,500,000.

“ Loan Documents” are, collectively, this Agreement, the Perfect{ertificate, the Intercompany Subordination Agreetnthe IP
Security Agreements, any note, or notes or guasiitncluding the Guaranty) or security documenmntsiifding the Guarantor Security
Agreement), executed by Borrower or any Guarautiod, any other present or future agreement by Bar@and/or any Guarantor with or for
the benefit of Bank in connection with this Agreemall as amended, restated, or otherwise modified

“Material Adverse Change” is: (a) a material impairment in the perfectiorpdority of Bank’s Lien in the Collateral or in thalue
of such Collateral; or (b) a material adverse cleanghe business, operations, or condition (fingrar otherwise) of Borrower or any
Guarantor; or (c) a material impairment of the paxt of repayment of any portion of the Obligatioms(d) Bank determines, based upon
information available to it and in its reasonahiégment, that there is a reasonable likelihood Bmstower shall fail to comply with one or
more of the financial covenants in Section 6 duthynext succeeding financial reporting period.

“ Monthly Financial Statements” is defined in Section 6.2(c).
“ Maximum Revolver Amount " is Five Million Dollars ($5,000,000).

“ Obligations " are Borrower’s obligations to pay when due anptdeprincipal, interest, Bank Expenses and otheyuats
Borrower owes Bank now or later, whether under gseement, the Loan Documents, or otherwise, @linly, without limitation, all
obligations relating to letters of credit (includireimbursement obligations for drawn and undrastiefs of credit), cash management
services, and foreign exchange contracts, if ang,iacluding interest accruing after Insolvencydemdings begin and debts, liabilities, or
obligations of Borrower assigned to Bank, and tdgren Borrower’s duties under the Loan Documents.

“ Operating Documents” are, for any Person, such Person’s formation dwmits, as certified with the Secretary of Statsuzh
Person’s state of formation on a date that is miieeghan 30 days prior to the Effective Date, af&] if such Person is a corporation, its
bylaws in current form, (b) if such Person is aiféd liability company, its limited liability compey agreement (or similar agreement), and
(c) if such Person is a partnership, its partneralgreement (or similar agreement), each of thegfaing with all current amendments or
modifications thereto.

“ Overadvance” is defined in Section 2.2.

“ Patents” means all patents, patent applications and likégations including without limitation improvemsntivisions,
continuations, renewals, reissues, extensions amihcations-in-part of the same.

“ Payment” means all checks, wire transfers and other itefrmayment received by Bank (including proceeddafounts and
payment of the Obligations in full) for credit tmBower’s outstanding Credit Extensions or, if Haance of the Credit Extensions has been
reduced to zero, for credit to its deposit accaounts

“ Perfection Certificate” is defined in Section 5.1.

“ Permitted Indebtedness’ is:

@ Borrower’s Indebtedness to Bank under this Agredraad the other Loan Documents;

(b) Indebtedness existing on the Effective Date andvahan the Perfection Certificate;

(c) unsecured Subordinated Debt;

(d) unsecured Indebtedness to trade creditors incunrde ordinary course of business;

(e) Indebtedness incurred as a result of endorsingtiadd® instruments received in the ordinary cowfskusiness;
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® Indebtedness, in an aggregate principal amourtoretceed Five Hundred Thousand Dollars ($500,0&®)red by
Permitted Liens described in clause (c) of therdlédin of “Permitted Liens”;

(9) extensions, refinancings, modifications, amendmantkrestatements of any items of Permitted Indiglgtes (a) through
(f) above, provided that the principal amount tloéie not increased or the terms thereof are ndatifieal to impose more burdensome terms
upon Borrower or its Subsidiary, as the case may be

“ Permitted Investments” are:

@) Investments (including, without limitation, Subsides) existing on the Effective Date and showthenPerfection
Certificate;
(b) (i) Investments consisting of Cash Equivalents, @f@ny Investments permitted by Borrower's intraent policy, as

amended from time to time, provided that such itmesit policy (and any such amendment thereto) bas bpproved in writing by Bank;

(c) Investments consisting of the endorsement of naflatinstruments for deposit or collection or saniransactions in the
ordinary course of Borrower;

(d) Investments consisting of deposit accounts in wBiahk has a perfected security interest;
(e) Investments accepted in connection with Transfermjited by Section 7.1;
® Investments (i) by Borrower in Subsidiaries noexeeed Seven Hundred Fifty Thousand Dollars ($78),0 the

aggregate in any fiscal year and (ii) by Subsid&in Borrower;

(9) Investments consisting of (i) travel advances angleyee relocation loans and other employee loadsadvances in the
ordinary course of business, and (ii) loans to eyg®s, officers or directors relating to the pusehaf equity securities of Borrower or its
Subsidiaries pursuant to employee stock purchasespr agreements approved by Borrower’s Boardireicidrs;

(h) Investments (including debt obligations) receiveddnnection with the bankruptcy or reorganizattboustomers or
suppliers and in settlement of delinquent obligziof, and other disputes with, customers or samphrising in the ordinary course of
business; and

() Investments consisting of notes receivable of repaid royalties and other credit extensions, &iamers and suppliers
who are not Affiliates, in the ordinary course ofimess; provided that this paragraph (i) shallapgly to Investments of Borrower in any
Subsidiary.

“ Permitted Liens™” are:

€)) (1) Liens existing on the Effective Date and shawrthe Perfection Certificate; (2) Liens arisinglanthis Agreement and
the other Loan Documents;

(b) inchoate Liens for taxes, fees, assessments ar gdivernment charges or levies, either (i) not dog payable or (ii) being
contested in good faith and for which Borrower ntaiims adequate reserves on its Books, providatino notice of any such Lien has been
filed or recorded under the Internal Revenue Cdde®86, as amended, and the Treasury Regulaticrsted thereunder;

(c) purchase money Liens (including the interests s§des under capitalized leases): (i) on Equipmeamd ¢elated software)
acquired or held by Borrower incurred for financthg acquisition of the Equipment (and relatedveaife) securing no more than Five
Hundred Thousand Dollars ($500,000) in the aggeegatount outstanding; or (ii) existing on Equipm@mid related software) when
acquired; in each case, onlysiich Lien is confined to such Equipment (and rdlatgftware) and related improvements, relatedssioes,
related replacements, and the proceeds thereof;
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(d) inchoate Liens to secure payment of workers’ corapon, employment insurance, old-age pensionglssecurity and
other like obligations incurred in the ordinary ceiof business (other than Liens imposed by ER[88Yided that they have no priority o
any of Bank’s Liens;

(e) Liens incurred in the extension, renewal or reftiag of the indebtedness secured by Liens descitbé) through (c)but
any extension, renewal or replacement Lien mudinfited to the property encumbered by the existiren and the principal amount of the
indebtedness may not increase;

® leases or subleases of real property granted inrttieary course of Borrower’s business (or, ierehg to another Person,
in the ordinary course of such Person’s businesg),leases, subleases, non-exclusive licenseblicesuses of personal property (other than
Intellectual Property) granted in the ordinary amuof Borrower’s business (or, if referring to dr@tPerson, in the ordinary course of such
Person’s business),tifie leases, subleases, licenses and sublicensed gmohibit granting Bank a security interest giey

(9) non-exclusive license of Intellectual Property geaito third parties in the ordinary course of hass;

(h) Liens arising from attachments or judgments, orda@rslecrees in circumstances not constitutingemgof Default under
Sections 8.4 and 8.7; and

0] Liens in favor of other financial institutions (negcuring indebtedness for borrowed money owirguti financial
institutions) arising in connection with Borrowedsposit and/or securities accounts held at sustftutions (if and to the extent permitted
under this Agreement), provided that Bank has &eptrd security interest in the amounts held irhsieposit and/or securities accounts.

“ Person” is any individual, sole proprietorship, partnapsHimited liability company, joint venture, compg trust, unincorporated
organization, association, corporation, institutipablic benefit corporation, firm, joint stock cpany, estate, entity or government agency.

“ Prime Rate” is Bank’s most recently announced “prime rate/&r if it is not Bank’s lowest rate.

“ Registered Organization” is any “registered organization” as defined ie thode with such additions to such term as may
hereafter be made

“ Requirement of Law” is as to any Person, the organizational or gamgrdocuments of such Person, and any law (statutor
common), treaty, rule or regulation or determinaid an arbitrator or a court or other GovernmeAtathority, in each case applicable to or
binding upon such Person or any of its propertioawhich such Person or any of its property is sobj

“ Reserves means, as of any date of determination, such atscas Bank may from time to time establish aniseein its good
faith business judgment, reducing the amount ofakdes and other financial accommodations which avotlierwise be available to
Borrower (a) to reflect events, conditions, conéingies or risks which, as determined by Bank igdtsd faith business judgment, do or may
adversely affect (i) the Collateral or any othesgmrty which is security for the Obligations orveue (including without limitation any
increase in delinquencies of Accounts), (ii) theeds, business or prospects of Borrower or any @@, or (iii) the security interests and
other rights of Bank in the Collateral (includifgetenforceability, perfection and priority thered (b) to reflect Banls good faith belief th:
any collateral report or financial information fighed by or on behalf of Borrower or any GuaratwoBank is or may have been incomplete,
inaccurate or misleading in any material respeacfcpin respect of any state of facts which Baskedmines in good faith constitutes an E\
of Default or may, with notice or passage of timévoth, constitute an Event of Default.

“ Responsible Officer” is any of the Chief Executive Officer, Preside@hief Financial Officer and Controller of Borrower
“ Restricted License” is any material license or other agreement wétspect to which Borrower is the licensee (a) thahibits or
otherwise restricts Borrower from granting a saguriterest in Borrower's interest in such licemseagreement or any other property, or

(b) for which a default under or termination of twinterfere with the Bank’s right to sell any Caikral.
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“ Revolving Line " is an Advance or Advances in an aggregate amofump to the Maximum Revolver Amount outstandingay
time.

“Revolving Line Maturity Date” is the date 364 days following the Effective Date.

“ SEC” shall mean the Securities and Exchange Commissimyn successor thereto, and any analogous Govatah#authority.

“ Securities Account” is any “securities account” as defined in the €adth such additions to such term as may herebéianade.
“ Settlement Date” is defined in Section 2.1.3.

“ Streamline Period” is defined in Section 2.1.1(b).

“Streamline Requirements” are all of the following: (a) no Default or EvesftDefault exists; and (b) Borrower meets the Ldfifyi
Condition.

“ Subordinated Debt” is indebtedness incurred by Borrower subordinateall of Borrower’s now or hereafter indebtedn&ss
Bank (pursuant to a subordination, intercreditomther similar agreement in form and substandsfaatory to Bank entered into between
Bank and the other creditor), on terms acceptabBank.

“ Subsidiary " is, as to any Person, a corporation, partnerdimyted liability company or other entity of whicdhares of stock or
other ownership interests having ordinary votingvgo(other than stock or such other ownership @sisrhaving such power only by reason
of the happening of a contingency) to elect a nitgjof the board of directors or other managersuafh corporation, partnership or other
entity are at the time owned, or the managemewhidh is otherwise controlled, directly or indirgcthrough one or more intermediaries, or
both, by such Person. Unless the context othemeigeires, each reference to a Subsidiary hereilh sk a reference to a Subsidiary of
Borrower or Guarantor.

“ Total Liabilities ” is on any day, obligations that should, under GAAe classified as liabilities on Borrower's cdidated
balance sheet, including all Indebtedness and mupa@tion of Subordinated Debt permitted by Bamk¢ paid by Borrower, but excluding
other Subordinated Debt.

“ Trademarks " means any trademark and servicemark rights, vetetigistered or not, applications to register r@gistrations of
the same and like protections, and the entire gdbdfithe business of Borrower connected with agchbolized by such trademarks.

“ Transaction Report” is that certain report of transactions and schediicollections in the form attached hereto akikix C.
“ Transfer " is defined in Section 7.1.
[ Signature page follow$.

33




IN WITNESS WHEREOF , the parties hereto have caused this Agreemérg texecuted as of the Effective Date.
BORROWER:
NETLIST, INC.
By

Name:
Title:

BANK:
SILICON VALLEY BANK
By

Name:
Title:

Signature Page




EXHIBIT A
The Collateral consists of all of Borrower’s rigtitle and interest in and to all personal propgirigluding without limitation the following:

All goods, Accounts (including health-care receleal, Equipment, Inventory, contract rights or tiggto payment of money, leases,
license agreements, franchise agreements, Gengabibles, commercial tort claims, documentsyimsents (including any promissory
notes), chattel paper (whether tangible or eleatjpnash, deposit accounts, fixtures, lettersretiit rights (whether or not the letter of credit
is evidenced by a writing), securities, and allestimvestment property, supporting obligations, findncial assets, whether now owned or
hereafter acquired, wherever located; and

all Borrower's Books relating to the foregoing, and any andlalims, rights and interests in any of the abowk ahsubstitutions fo
additions, attachments, accessories, accessiorimmpnovements to and replacements, products, pdscaed insurance proceeds of any or all
of the foregoing.

{END OF EXHIBIT A}




EXHIBIT B
COMPLIANCE CERTIFICATE

TO: SILICON VALLEY BANK Date:
FROM:

The undersigned authorized officer of NETLIST, INBorrower”) certifies that under the terms anahditions of the Loan and

Security Agreement between Borrower and Bank (kgréement”), (1) Borrower is in complete compliaficethe period ending
with all requiredvemants except as noted below, (2) there are not&wd Default, (3) all representations and wareant

in the Agreement are true and correct in all mategspects on this date except as noted belowjded, however, that such materiality
qualifier shall not be applicable to any represeons and warranties that already are qualifiethodified by materiality in the text thereof;
and provided, further that those representatiodsaarranties expressly referring to a specific déall be true, accurate and complete in all
material respects as of such date, (4) Borrowet each of its Subsidiaries, has timely filed atjuiged tax returns and reports, and Borrower
has timely paid all foreign, federal, state andildaxes, assessments, deposits and contributieed by Borrower except as otherwise
permitted pursuant to the terms of Section 5.:efAgreement, and (5) no Liens have been leviediaims made against Borrower or any of
its Subsidiaries relating to unpaid employee pdymobenefits of which Borrower has not previoughpvided written notification to Bank.
Attached are the required documents supportingéehtification. The undersigned certifies that thase prepared in accordance with GAAP
consistently applied from one period to the nexisgit as explained in an accompanying letter omfmets. The undersigned acknowledges
that no borrowings may be requested at any tindate of determination that Borrower is not in coiapte with any of the terms of the
Agreement, and that compliance is determined rsttguthe date this certificate is delivered. @djzied terms used but not otherwise defi
herein shall have the meanings given them in theedment.

Please indicate compliance status by circling YesNunder “Complies” column.

Reporting Covenant Required Complies
Monthly financial statements with Compliance Céstife Monthly within 30 days Yes No
Annual financial statement (CPA Audite Concurrently with Form 1-K Yes No
10-Q, 1¢-K and &K Within 5 days after filing with SE! Yes No
A/R & A/P Agings; Deferred Revenue Rep Monthly within 20 days Yes No
Transaction Reports (i) if Streamline Period is in effect, monthly (Wih Yes No

twenty (20) days after the end of each month) ¢
at the time of each request for an Advance; anc
(ii) if Streamline Period is not in effect, weeldnd
at the time of each request for an Adva

The following intellectual property was registewdter the Effective Date (if no registrations, stéflone”)

Financial Covenant Required Actual Complies

Maintain on a Monthly Basit
Minimum Adjusted Quick Rati 1.25:1.0C :1.0C Yes No

Maintain on a Quarterly Basi
Minimum Gross Profi See Section 6.9(t $ Yes No




The following financial covenant analysis and imfiation set forth in Schedule 1 attached heretdraeeand accurate as of the date of
this Certificate.

The following are the exceptions with respect @ ¢krtification above: (If no exceptions existst‘No exceptions to note.”)

NETLIST, INC. BANK USE ONLY
Received by
By: AUTHORIZED SIGNER
Name: Date:
Title:
Verified:
AUTHORIZED SIGNER
Date:

Compliance Status: Yes




Schedule 1 to Compliance Certificate

Financial Covenants of Borrower

In the event of a conflict between this Schedulé the Loan Agreement, the terms of the Loan Agreersieall govern.

Dated:

Adjusted Quick Ratio [Section 6.9(a) of Loan Agreement]

Actual:

A. Borrower's cash and Cash Equivalents that are unencumbeteelpt for Ban's security interest) and unrestric
B Aggregate net amount of Borrov's Eligible Accounts

C. Sum of line A plus line E

D Current Liabilities

E Adjusted Quick Ratio (line C divided by line |

Is line F equal to or greater than 1.25 : 1.00 ?
O No, notin complianc O Yes, in complianc

[continued on next page]

© B B B
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Minimum Gross Profit for any Fiscal Quarter [Section 6.9(b) of Loan Agreement]
Actual Gross Profit for the fiscal quarter mostaweity ended, i.e., on , 20

A. Gross Profit of Borrowe

Is line A equal to or greater than the amount nesglifor such period under Section 6.9(b) of therLAgreement?

O No, notin complianc O Yes, in complianc




EXHIBIT C
Transaction Report

[EXCEL spreadsheet to be provided separately fremmdihg officer.]




Exhibit 10.2

Subordination Agreement

Creditor(s): Borrower(s):

NETLIST, INC., a Delaware corporation NETLIST, INC., a Delaware corporation

and Guarantor(s):

Netlist Technology Texas LP, a Texas limited partrmship Netlist Technology Texas LP, a Texas limited partrmship
Address:

c/o NETLIST, INC.

51 Discovery, Suite 150
Irvine, CA 92618

Attn: Gail Itow, CFO

Fax: 949.679.011.

Email: gitow@netlist.com

Dated as of October 31, 2009

This Subordination Agreementis entered into between SILICON VALLEY BANK (“Bank"whose address is 3003 Tasman Drive, Santa
Clara, California 95054, and the creditor(s) namledve (individually and collectively, and jointipé severally, the “Creditor”).

1. Subordination. To induce Bank in its discretion to extend credithe above-named borrower (“Borrower”) pursuantiat Loan
and Security Agreement, dated as of an Effectivie Da or about the date hereof (as amended, résapplemented, or otherwise modified
from time to time, the “Loan Agreement”), which diteis guarantied by the above-named guarantor t&utor”; the Borrower and the
Guarantor are referred to herein, individually aotlectively, as the “Obligor”), the Creditor heseagrees to subordinate and does hereby
subordinate payment by the Obligor of any andralebtedness of the Obligor, now or hereafter irajrcreated or evidenced, to the Cred
however such indebtedness may be hereafter exteratenived or evidenced (together with all colldiesecurity and guarantees, if any, for
the payment of any such indebtedness) (collectjtbly “Junior Debt”)fo the payment in full in cash to Bank of any aligheesent and futur
indebtedness, liabilities, guarantees and othegatibns, of every kind and description (includinghout limitation any interest, charges and
other sums accruing after the filing of a petitlynor against Obligor under the Bankruptcy Codee@privalent statute)), of the Obligor to
Bank under or in connection with the Loan Agreenwrdany other Loan Document (as such term is ddfinghe Loan Agreement)
(collectively, the “Senior Debt"and the Creditor agrees not to ask for, demandfesutake or receive any payments with respeetitor any
part of the Junior Debt or any security therefaless and until all of the Senior Debt have beed gad performed in full, except that if no
default or event of default and no event whichhwibtice or passage of time or both, would constitudefault or event of default, has
occurred under any documents or instruments evidgrar relating to the Senior Debt, both before aftdr giving effect to the following
payments, then intercompany trading obligationsatheér regularly scheduled payments with respettieéaJunior Debt may be made in the
ordinary course of business; provided, further timan-cash accruals in respect of the Junior Dedyt be reflected in the respective books and
records of




Silicon Valley Bank Subordination Agreemen

Obligor and Creditor irrespective of the existentany such default or event of default.

The word “indebtedness” is used herein in its ncostprehensive sense and includes without limitagioy and all present and future loans,
advances, credit, debts, obligations, liabilitrepresentations, warranties, and guarantees, dfiadyand nature, absolute or contingent,
liquidated or unliquidated, and individual or jain€reditor represents and warrants to Bank treaQthligor is now indebted to the Creditor in
the amounts set forth on Schedule 1 attached hengtainder the notes and/or documents (if any)riteston Schedule 1 attached hereto and
that the same is all outstanding indebtedness ofkimg the Obligor to the Creditor (but the suboedian set forth herein shall not be affected
by any lack of any such attached Schedule 1).

2. Distribution of Assets. The Creditor further agrees that upon any digtidim of the assets or readjustment of the indetetesl of
the Obligor whether by reason of liquidation, comiion, bankruptcy, arrangement, receivership,gassent for the benefit of creditors or
any other action or proceeding involving the reatifjient of all or any of the Junior Debt, or thelagpion of the assets of the Obligor to the
payment or liquidation thereof, Bank shall be émdito receive payment in full in cash of all oftBenior Debt prior to the payment of all or
any part of the Junior Debt, and in order to en&8alek to enforce its rights hereunder in any swtioa or proceeding, Bank is hereby
irrevocably authorized and empowered in its disenetbut without any obligation on Bank’s part)rt@ke and present for and on behalf of
the Creditor such proofs of claim against the Qhlign account of the Junior Debt as Bank may degredient or proper and to vote such
proofs of claim in any such proceeding and to recand collect any and all dividends or other paytser disbursements made thereon in
whatever form the same may be paid or issued aagily same on account of the Senior Debt. Thei@refurther agrees to execute and
deliver to Bank such assignments or other instrusmas may be required by Bank in order to enable&Ba enforce any and all such claims
and to collect any and all dividends or other payts@r disbursements which may be made at anydimeccount of all and any of the Junior
Debt.

3. Transfer of Subordinated Debt. The Creditor shall not sell, pledge, assign oentlise transfer, at any time while this Agreement
remains in effect, any rights, claim or interesan§ kind in or to any of the Junior Debt, eithéngpipal or interest, without first notifying
Bank and making such transfer expressly subjetttisosSubordination Agreement in form and substaatisfactory to Bank. The Creditor
represents and warrants to Bank that the Credésmbot sold, pledged, assigned or otherwise tremsfany of the Junior Debt, or any inte
therein or collateral or security therefor to atlyes person. The Creditor will concurrently enaoa#l notes and other written evidence of the
Junior Debt with a statement that they are subatdihto the Senior Debt pursuant to the termsisfAgreement, in such form as Bank shall
require, and the Creditor will exhibit the origisalf such notes and other written evidence of timéod Debt to Bank so that Bank can conf
that such endorsement has been made (but no fadlal@ any of the foregoing shall affect the subwation of the Junior Debt provided for
herein, which shall be fully effective upon exeoutbf this Agreement).

4. Bank’s Rights. This is a continuing agreement of subordinatiod Bank may continue, without notice to the Credito extend
credit or other accommaodation or benefit and loamies to or for the account of the Obligor in reta hereon. Bank may at any time, in its
discretion, renew or extend the time of paymeralbdr any Senior Debt, modify the Senior Debt angt terms or provisions thereof or of
agreement relating thereto, waive or release aligtemal which may be held therefor at any timej amake and enter into any such agreer
or agreements as Bank may deem proper or deshelaténg to the Senior Debt, without notice to witier consent from the Creditor and
without any manner impairing or affecting this Agneent or any of Bank’rights hereunder. The Creditor waives noticacakptance here:
notice of the creation of any Senior Debt, thergvor extension of any credit by Bank to the Ohljgw the taking, waiving or releasing of
any security therefor, or the making of any modifions, and the Creditor waives presentment, depmnotest, notice of protest, notice of
default, and all other notices to which the Creditight otherwise be entitled. This Section 4 @pto each Creditor in its capacity as a
creditor of the Obligor, and not in such Creditatieect capacity as an Obligor.
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5. Revivor. If, after payment of the Senior Debt, the Obliguereafter becomes liable to Bank on account oStgwor Debt, or any
payment made on the Senior Debt shall for any rehsaeturned by Bank, this Agreement shall thevaup all respects become effective
with respect to such subsequent or reinstated SBwibt, without the necessity of any further achgreement between Bank and the Crec

6. General. This Agreement sets forth in full all of the repentations and agreements of the parties witleceésp the subject matter
hereof and supersedes all prior discussions, reptasons, agreements and understandings betwegratties. This Agreement may not be
modified or amended, nor may any rights hereundexived, except in a writing signed by the partieseto. In the event of any litigation
between the parties based upon, arising out df, any way relating to this Agreement, the prewgilparty shall be entitled to recover all of
his costs and expenses (including without limitatdtorneys’ fees) from the non-prevailing parfihe parties agree to cooperate fully with
each other and take all further actions and exeadufarther documents from time to time as mayéxsonably necessary to carry out the
purposes of this Agreement. At Bank’s optionaallions and proceedings based upon, arising cut i@lating in any way directly or
indirectly to, this Agreement shall be litigatecckisively in courts located within Santa Clara Qguialifornia, and Creditor consents to the
jurisdiction of any such court, and irrevocablyeeg to be bound by any judgment rendered therablyg@nsents to the service of proces
any such action or proceeding by personal deliviinst;class mail, or any other method permitteddywy, and waives any and all rights to
transfer or change the venue of any such actigmamreeding to any court located outside Santa @artaty, California. This Agreement is
being entered into, and shall be governed by the tf the State of California. Each Creditor représ and warrants that all actions on the
part of such Creditor, its officers, directors,tpars, managers, members and shareholders, asadpplinecessary for the authorization of
Agreement and the performance of all obligationsuwth Creditor hereunder have been taken, andhaixecution, delivery and
performance of and compliance with this Agreemeifitnet result in any material violation or defawolt any term of any of its charter,
formation or other organizational documents (sucAdicles or Certificate of Incorporation, bylawmrtnership agreement, operating
agreement, etc., as applicable). This Agreemaait Bh binding upon the Creditor and its succesantsassigns and shall inure to the benefit
of Bank and Bank’s successors and assigns.

7. WAIVER OF RIGHT TO JURY TRIAL; JUDICIAL REFE RENCE. TO THE EXTENT PERMITTED BY APPLICABLE
LAW, CREDITOR AND BANK EACH WAIVE THEIR RIGHT TOA  JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION
ARISING OUT OF OR BASED UPON THIS AGREEMENT, THE LO AN DOCUMENTS OR ANY CONTEMPLATED
TRANSACTION, INCLUDING CONTRACT, TORT, BREACH OF DU TY AND ALL OTHER CLAIMS. THIS WAIVER IS A
MATERIAL INDUCEMENT FOR BOTH PARTIES TO ENTER INTO THIS AGREEMENT. EACH PARTY HAS REVIEWED
THIS WAIVER WITH ITS COUNSEL.

WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES’ AGREEMENT TO WAIVE THEIR RESPECTIVE RIGHT TO
A TRIAL BY JURY, IF THE ABOVE WAIVER OF THE RIGHT T O A TRIAL BY JURY IS NOT ENFORCEABLE, THE
PARTIES HERETO AGREE THAT ANY AND ALL DISPUTES OR C ONTROVERSIES OF ANY NATURE BETWEEN THEM
ARISING AT ANY TIME SHALL BE DECIDED BY A REFERENCE TO A PRIVATE JUDGE, MUTUALLY SELECTED BY THE
PARTIES (OR, IF THEY CANNOT AGREE, BY THE PRESIDING JUDGE OF THE SANTA CLARA COUNTY, CALIFORNIA
SUPERIOR COURT) APPOINTED IN ACCORDANCE WITH CALIFO RNIA CODE OF CIVIL PROCEDURE SECTION 638 (OR
PURSUANT TO COMPARABLE PROVISIONS OF FEDERAL LAW IF THE DISPUTE FALLS WITHIN THE EXCLUSIVE
JURISDICTION OF THE FEDERAL COURTS), SITTING WITHOU T A JURY, IN SANTA CLARA COUNTY, CALIFORNIA;
AND THE PARTIES HEREBY SUBMIT TO THE JURISDICTION O F SUCH COURT. THE REFERENCE PROCEEDINGS
SHALL BE CONDUCTED PURSUANT TO AND IN ACCORDANCE WI TH THE PROVISIONS OF CALIFORNIA CODE OF
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Silicon Valley Bank Subordination Agreemen

CIVIL PROCEDURE 88 638 THROUGH 645.1, INCLUSIVE. THE PRIVATE JUDGE SHALL HAVE THE POWER, AMONG
OTHERS, TO GRANT PROVISIONAL RELIEF, INCLUDING WITH OUT LIMITATION, ENTERING TEMPORARY
RESTRAINING ORDERS, ISSUING PRELIMINARY AND PERMANE NT INJUNCTIONS AND APPOINTING RECEIVERS.
ALL SUCH PROCEEDINGS SHALL BE CLOSED TO THE PUBLIC AND CONFIDENTIAL AND ALL RECORDS RELATING
THERETO SHALL BE PERMANENTLY SEALED. IF DURING THE COURSE OF ANY DISPUTE, A PARTY DESIRES TO
SEEK PROVISIONAL RELIEF, BUT A JUDGE HAS NOT BEEN A PPOINTED AT THAT POINT PURSUANT TO THE
JUDICIAL REFERENCE PROCEDURES, THEN SUCH PARTY MAY APPLY TO THE SANTA CLARA COUNTY,
CALIFORNIA SUPERIOR COURT FOR SUCH RELIEF. THE PRO CEEDING BEFORE THE PRIVATE JUDGE SHALL BE
CONDUCTED IN THE SAME MANNER AS IT WOULD BE BEFORE A COURT UNDER THE RULES OF EVIDENCE
APPLICABLE TO JUDICIAL PROCEEDINGS. THE PARTIES SH ALL BE ENTITLED TO DISCOVERY WHICH SHALL BE
CONDUCTED IN THE SAME MANNER AS IT WOULD BE BEFORE A COURT UNDER THE RULES OF DISCOVERY
APPLICABLE TO JUDICIAL PROCEEDINGS. THE PRIVATE JU DGE SHALL OVERSEE DISCOVERY AND MAY ENFORCE
ALL DISCOVERY RULES AND ORDER APPLICABLE TO JUDICIA L PROCEEDINGS IN THE SAME MANNER AS A TRIAL
COURT JUDGE. THE PARTIES AGREE THAT THE SELECTED O R APPOINTED PRIVATE JUDGE SHALL HAVE THE
POWER TO DECIDE ALL ISSUES IN THE ACTION OR PROCEED ING, WHETHER OF FACT OR OF LAW, AND SHALL
REPORT A STATEMENT OF DECISION THEREON PURSUANT TO THE CALIFORNIA CODE OF CIVIL PROCEDURE § 644
(A). NOTHING IN THIS PARAGRAPH SHALL LIMIT THE RIG HT OF ANY PARTY AT ANY TIME TO EXERCISE SELF-
HELP REMEDIES, FORECLOSE AGAINST COLLATERAL, OR OBT AIN PROVISIONAL REMEDIES. THE PRIVATE JUDGE
SHALL ALSO DETERMINE ALL ISSUES RELATING TO THE APP LICABILITY, INTERPRETATION, AND
ENFORCEABILITY OF THIS PARAGRAPH.

[remainder of column and page intentionally lefirik; signature page immediately follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement éxdéeuted and delivered as of the date first alaiteen.

Creditor:
NETLIST, INC. Netlist Technology Texas LP, a Texas limited partnship
By: By: NETLIST, INC,, its general partner
Name:
Title:
By:
Name:
Title:
Bank:

SILICON VALLEY BANK

By
Name
Title

OBLIGOR’S AGREEMENT

The undersigned Obligor hereby acknowledges recéiptcopy of the foregoing Subordination Agreensend agrees not to pay any
Junior Debt, except as provided therein. In thene®bligor breaches this Agreement or any of tioeipions of the foregoing Subordination
Agreement, Obligor agrees that, in addition ta#iler rights and remedies Bank has, all of the @ddebt shall, at Bank’option and withot
notice or demand, become immediately due and payahless Bank expressly agrees in writing to waiweh breach. No waiver by Bank of
any breach shall be effective unless in writingeid) by one of Bank'’s authorized officers, and nthswaiver shall be deemed to extend to or
waive any other or subsequent breach. Obligor éurtlyrees that, at any time and from time to tifme foregoing Subordination Agreement
may be altered, modified or amended by Bank ancCtieelitor without notice to Obligor and without fluer consent by Obligor.

Obligor:
NETLIST, INC. Netlist Technology Texas LP, a Texas limited partnship
By: By: NETLIST, INC,, its general partner
Name:
Title:
By:
Name:
Title:

Signature Page




SCHEDULE 1

[see attached]




Exhibit 10.3

SECURITY AGREEMENT

This Security Agreement (this “Agreement”) is eetéinto as of October 31, 2009, by and betweehemwne hand, Silicon Valley
Bank (“Bank”) and, on the other hand Netlist Tedbgy Texas LP, a Texas limited partnership (“DeQtor

RECITALS

NETLIST, INC., a Delaware corporation (“Borroweghd Bank are parties to that certain Loan and 8gddgreement, dated as of
an Effective Date on or about the date hereof fasnaled, restated supplemented, or otherwise mddifien time to time, the “Loan
Agreement”), pursuant to which Bank has agreedakentertain advances of money and to extend cditaincial accommodations
(collectively, the “Loans”), subject to the termedaconditions set forth therein. Capitalized tetrasd but not otherwise defined herein shall
have the meanings given them in the Loan Agreement.

In consideration of the agreement of Bank to malkelibans to Borrower under and in accordance Wihtérms and conditions of
the Loan Agreement, Debtor has guarantied thepfilment and performance by Borrower of all of Wtigations thereunder and under the
other Loan Documents, all as further set forthhit tertain Unconditional Continuing Guaranty dfstantially even date in favor of Bank
amended, restated, supplemented, or otherwise modibm time to time, the “Guaranty”).

The Debtor Obligations (as defined below) shalseeured pursuant to and in accordance with thestefrthis Agreement.

AGREEMENT

The parties agree as follows:

1. DEFINITIONS. Unless otherwise defined herein, capitalizethteused herein shall have the following meanings:

“Account” is any “account” as defined in the Codighasuch additions to such term as may hereaften&e@e, and includes, without
limitation, all accounts receivable and other suwgg to Debtor.

“Bank Expenses” means all costs and expenses (limgjueasonable attorneys’ fees and expenses)éattby Bank in preparing,
negotiating, administering, amending, defendingl, enforcing this Agreement and the Debtor Obligati@ncluding, without limitation,
those incurred during appeals and/or Insolvencgéddings).

“Code” means the Uniform Commercial Code as theesaray, from time to time, be in effect in the Swtt€alifornia.

“Collateral” means the property described in Exhibattached hereto.

“Debtor Obligations” are Debtor’s obligation to paypnen due any debts, Bank Expenses and other ambDeiitor owes Bank now

or later, whether under this Agreement, the Gugrahe other Loan Documents, or otherwise, inclgdimithout limitation, all interest, and
other amounts, accruing




after Insolvency Proceedings begin and debts ili@si, or obligations of Debtor assigned to Baatg the performance of Debtor’s duties
under the Loan Documents.

“Debtor’'s Books” are all Debtor’s books and recoimtduding ledgers, federal and state tax retusprds regarding Debtarasset
or liabilities, the Collateral, business operationginancial condition, and all computer programnstorage or any equipment containing such
information.

“Default” means any event or occurrence which wlith passing of time or the giving of notice or batbuld become an Event of
Default hereunder.

“Equipment” is all “equipment” as defined in the d&with such additions to such term as may henrehétenade, and includes
without limitation all machinery, fixtures, goodshicles (including motor vehicles and trailersjdany interest in any of the foregoing.

“Events of Default” are described in Section 6.

“General Intangibles” is all “general intangibless defined in the Code in effect on the date herétbf such additions to such term
as may hereafter be made, and includes withoutdtman, all copyright rights, copyright applicatgrcopyright registrations and like
protections in each work of authorship and derissatiork, whether published or unpublished, any matdrademarks, service marks and, to
the extent permitted under applicable law, anyiappbns therefor, whether registered or not, aagl¢ secret rights, including any rights to
unpatented inventions, payment intangibles, roggltcontract rights, goodwill, franchise agreememischase orders, customer lists, route
lists, telephone numbers, domain names, claimepiecand other tax refunds, security and other diespoptions to purchase or sell real or
personal property, rights in all litigation predgrdr hereafter pending (whether in contract, tarbtherwise), insurance policies (including
without limitation key man, property damage, andibass interruption insurance), payments of insteamd rights to payment of any kind.

“Insolvency Proceeding” are proceedings by or agdforrower and/or Debtor under the United StataskiBuptcy Code, or any
other bankruptcy or insolvency law, including assigents for the benefit of creditors, compositiamdensions generally with either party’s
creditors, or proceedings seeking reorganizatioangement, or other relief.

“Intellectual Property’'means all present and future (a) copyrights, cgbyniights, copyright applications, copyright reégasons an
like protections in each work of authorship anddsive work thereof, whether published or unputid, (b) trade secret rights, including all
rights to unpatented inventions and know how, antfidential information; (c) mask work or similaghts available for the protection of
semiconductor chips; (d) patents, patent applinatand like protections including without limitatiomprovements, divisions, continuations,
renewals, reissues, extensions and continuatiopsdinof the same; (e) trademarks, servicemarkde tstyles, and trade names, whether ¢
any of the foregoing are registered, and all aptibois to register and registrations of the sanaeliaa protections, and the entire goodwill of
the business of Debtor connected with and symhablgeany such trademarks; (f) computer softwarecmdputer software products;

(9) designs and design rights; (h) technologyal{itlaims for damages by way of past, presentfande infringement of any of the rights
included above; (j) all licenses or other rightais® any property or rights of a type describedrabo

“Inventory” is all “inventory” as defined in the @e in effect on the date hereof with such additionsuch term as may hereafter be
made, and includes without limitation all merchaediraw materials, parts, supplies, packing argbag materials, work in process and
finished products,




including without limitation such inventory as emporarily out of Debtor’s custody or possessiomdransit and including any returned
goods and any documents of title representing atiyecabove.

“Material Adverse Change” is described in Sectidh 6
“Permitted Liens” with respect to Debtor are:

(@) (i) Liens existing on the Effective Date and shawnthe Perfection Certificate; and (ii) Liens argsunder this Agreement
and the other Loan Documents;

(b) inchoate Liens for taxes, fees, assessments ar gdlvernment charges or levies, either not delingoe being contested in
good faith and for which Debtor maintains adequeserves on its Books, provided that no noticengfsuch Lien has been filed or
recorded under the Internal Revenue Code of 1988meended, and the Treasury Regulations adoptesliticter;

(c) purchase money Liens (including the interests sddes under capitalized leases): (i) on Equipmemaiaed or held by
Debtor incurred for financing the acquisition oé tBquipment securing no more than $100,000 in dlgeeate amount outstanding;
or (ii) existing on Equipment when acquired; inteaase, only if such Lien is confined to such Emept and related improvements
and the proceeds thereof;

(d) inchoate Liens to secure payment of workers’ corapgon, employment insurance, old-age pensionglssecurity and
other like obligations incurred in the ordinary cgeiof business (other than Liens imposed by ERISA)

(e) Liens incurred in the extension, renewal or refiiag of the indebtedness secured by Liens descithé) through (c), but
any extension, renewal or replacement Lien mudintited to the property encumbered by the existiren and the principal amount
of the indebtedness may not increase;

® leases or subleases of real property granted iorttieary course of business, and leases, sublaasesxclusive licenses
or sublicenses of property (other than IntellecRiaperty) granted in the ordinary course of Débtbusiness, if the leases,
subleases, licenses and sublicenses do not prghdniting Bank a security interest;

(9) non-exclusive license of intellectual property deahto third parties in the ordinary course of hesk;

(h) Liens arising from attachments or judgments, ordarslecrees in circumstances not constituting\wengof Default under
Sections 6.2 and 6.7;

0] Liens in favor of other financial institutions (netcuring indebtedness for borrowed money owirgutd financial
institutions) arising in connection with Debtor'smbsit and/or securities accounts permitted hemumeld at such institutions,
provided that Bank has a perfected security inténethe amounts held in such deposit and/or sBesraccounts.

“Responsible Officer” with respect to Debtor is afyDebtor’s Chief Executive Officer, President,i€ftFinancial Officer and
Controller.




2. CREATION OF SECURITY INTEREST

2.1 Grant of Security InterestDebtor hereby grants Bank, to secure the payarahperformance in full of all of the Debtor
Obligations, a continuing security interest in, ghedges to Bank, the Collateral, wherever locatdtether now owned or hereafter acquired
or arising, and all proceeds and products thefgelbtor represents, warrants, and covenants thaeihgity interests granted herein are and
shall at all times continue to be first priorityrfezted security interests in the Collateral (sabje lien priority only to those Permitted Liens
that are expressly entitled to such priority over $ecurity interests of Bank by operation of lavby written subordination agreement duly
executed and delivered by Bank in favor of the addf such Permitted Liens). If Debtor shall acejai commercial tort claim, Borrower
shall promptly notify Bank in a writing signed byebtor of the general details thereof and grantaokBn such writing a security interest
therein and in the proceeds thereof, all uponehms of this Agreement, with such writing to bdamm and substance reasonably satisfactory
to Bank. Upon the occurrence and during the caation of an Event of Default, Bank may liquidateldfor’s Collateral and apply such
funds toward repayment of the Debtor ObligatioBsich liquidation shall not be deemed a set-off.

2.2 Delivery of Additional Documentation RequiredDebtor will from time to time execute and delite Bank, at the request
of Bank, all financing statements and other docum#rat Bank may reasonably request, in form satiefy to Bank, to perfect and continue
the perfection of Bank’s security interests in @allateral. Debtor authorizes Bank to file finamgistatements without notice to Debtor, in all
appropriate jurisdictions, as Bank deems approgrtatperfect or protect Bank’s interest in thel@ekal of Debtor.

3. REPRESENTATIONS AND WARRANTIES

Debtor represents and warrants as follows:

3.1 Due Organization and QualificationDebtor is duly existing and in good standingemithe laws of its jurisdiction of
formation and is qualified and licensed to do besin, and is in good standing in, any state iithvthe conduct of its business or its
ownership of property requires that it be so qieif except where the failure to do so could nasomably be expected to cause a Material
Adverse Change.

3.2 Due Authorization; No Conflict The execution, delivery, and performance of Agseement are within Debtor’s powers,
have been duly authorized, and neither conflichwibr constitute a breach of any provision con@ineDebtor’s formation documents or
bylaws, nor will they constitute an event of defauider any material agreement to which Debtorpgargy or by which Debtor is bound.

3.3 No Prior EncumbrancesDebtor has good title to the Collateral, free aleér of any liens, security interests, or other
encumbrances, except Permitted Liens.

3.4 Litigation . Except as disclosed to Bank in writing, thererayections or proceedings pending or, to the kadgg of the
Responsible Officers, threatened in writing by gaiast Debtor involving more than $100,000 or marthe aggregate.

3.5 Solvency. The incurrence of Debtor’s obligations undes thgreement will not cause Debtor to (a) becomelusnt;
(b) be left with unreasonably small capital for dnsiness or transaction in which Debtor is prdgemtgaged or plans to be engaged; or
(c) be unable to pay its debts as such debts mature




3.6 Perfection Certificate All information set forth on the Perfection Gecate with respect to Debtor is accurate and
complete with respect to Debtor.

4. AFFIRMATIVE COVENANTS

Debtor covenants and agrees that, until the Debbdigations (other than inchoate indemnificatiofigditions) are fully and finally
paid and performed, Debtor shall do all of thedwiing:

4.1 Good Standing Maintain its legal existence and good standinigsijurisdiction of formation and maintain quadiition in
each jurisdiction in which the failure to so quahfould reasonably be expected to cause a Matkdatrse Change.

4.2 Government ComplianceComply with all laws, ordinances and regulatitmsvhich it is subject, noncompliance with
which could reasonably be expected to cause a Mbfatverse Change.

4.3 Insurance With respect to Debtor’s Collateral, comply witte requirements of Section 6.7 of the Loan Agrestinfwhich
Section by this reference is incorporated hemeirtatis mutandis ).

4.4 Taxes. Make timely payment of all foreign, federal,tstaand local taxes or assessments (other thas taxkassessments
which Debtor in good faith contests its obligatidnysappropriate proceedings promptly and diligentktituted and conducted), and shall
deliver to Bank, upon demand, appropriate certiéisattesting to such payments.

4.5 Audit of Collateral. Allow Bank to audit Debtor’s Collateral at Borrews or Debtor’'s expense, in accordance with
Section 6.6 of the Loan Agreement.

4.6 Protection and Registration of Intellectual Prop&ights. Debtor shall: (a) protect, defend and maintaavalidity and
enforceability of its Intellectual Property; (b)opnptly advise Bank in writing of known materialiiimfigements of its Intellectual Property; and
(c) not allow any Intellectual Property to be abamed, forfeited or dedicated to the public withBank’s written consent. Debtor hereby
represents and warrants that, as of the Effectate [Debtor does not own any maskworks, compuferare, or other copyrights of Debtor
that are registered (or the subject of an appbiadior registration) with the United States Cophti@ffice (collectively, the “Registered
Copyrights”). Debtor will NOT register with the iled States Copyright Office (or apply for suchiségtion of) any of Debtos maskworks
computer software, or other copyrights, unless Belfx) provides Bank with at least fifteen (15)daprior written notice of its intent to
register such copyrights or mask works togethehn witopy of the application it intends to file witte United States Copyright Office
(excluding exhibits thereto); (y) executes andwgB a security agreement or such other documeriésuak may reasonably request to
maintain the perfection and priority of Bank’s seguinterest in the copyrights or mask works irded to be registered with the United States
Copyright Office; and (z) records such securityeggnent with the United States Copyright Office eamporaneously with filing the
copyright or mask work application(s) with the UnitStates Copyright Office. Debtor shall prompifgvide to Bank a copy of the
application(s) actually filed with the United Stat€opyright Office together with evidence of theawling of the security agreement
necessary for Bank to maintain the perfection amatipy of its security interest in the copyrighds mask works intended to be registered with
the United States Copyright Office. Debtor herefgyresents and warrants that, as of the Effective,M@ebtor does not own any patents and
trademarks of Debtor that are registered (or thgesti of an application for registration) with tbiaited States Patent and Trademark Office.
From and after the Effective Date, Debtor shallve written notice to Bank of any application éley Debtor in the United States Patent
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and Trademark Office for a patent or to registtmdemark or service mark within 30 days after sungh filing, and, upon the request of
Bank, Debtor shall promptly execute and deliveeeusity agreement or such other documents as Baykreasonably request with respect to
such additional patents and/or trademarks of Dehtdrare registered (or the subject of an applindbr registration) with the United States
Patent and Trademark Office. The foregoing notvdgthding, Bank shall not acquire any interest in iagnt to use a federal trademark
application for a trademark, servicemark, or otherk filed on Debtor’s behalf prior to the filingnder applicable law of a verified statement
of use (or equivalent) for such mark that is thigjsct of such application.

5. NEGATIVE COVENANTS

Debtor covenants and agrees that, until the Debbdigations (other than inchoate indemnificatiotigditions) are fully and finally
paid and performed, Debtor shall not do any offthlewing:

5.1 Dispositions. Convey, sell, lease, transfer or otherwise dismdgcollectively, “Transfer”)or permit any of its Subsidiari
to Transfer, all or any part of its business ormenty, except for (a) Transfers of Inventory in trdinary course of business; (b) Transfers of
worn out or obsolete Equipment; and (c) Transferssisting of Permitted Liens and Permitted Investisieand (d) Transfers of naxclusive
licenses for the use of the property of Debtohim drdinary course of business.

5.2 EncumbrancesCreate, incur, allow, or suffer any Lien on arfiyh@ Collateral, or assign or convey any rightdoeive
income, including the sale of any Accounts, exéepPermitted Liens, or permit any Collateral nobe subject to the first priority security
interest granted herein, or enter into any agreéndeicument, instrument or other arrangement (ebwéh or in favor of Bank) with any
Person which directly or indirectly prohibits ordithe effect of prohibiting Borrower from assignimgortgaging, pledging, granting a secu
interest in or upon, or encumbering any of Debtbrtsllectual Property.

5.3 Change in Jurisdiction of Formation, OrganizatioBtlcture, Type Without at least thirty (30) days prior writtantice tc
Bank: (1) change its jurisdiction of organizati¢®) change its organizational structure or typ&cfgange its legal name set forth in its
articles/certificate of incorporation/formation; @) change its organizational number (if any) @ssd by its jurisdiction of organization.

5.4 Indebtedness Create, incur, assume, or be liable for any thtelgness, except if and to the extent that a Sialogidf
Borrower is permitted to do so under Section 7.thefLoan Agreement.

6. EVENTS OF DEFAULT

Any one or more of the following events shall cimng® an Event of Default under this Agreement:

6.1 Payment Default; Covenant Default

(@) If Debtor fails to pay any Debtor Obligations wittthree (3) Business Days after such Debtor Olitigatare due
and payable; or




(b) If Debtor fails or neglects to perform, keep, osetve any term, provision, condition, covenanggneement in tr
Guaranty or in Section 5 of this Agreement; or

(c) If Debtor fails or neglects to perform, keep, osetve any other material term, provision, conditmavenant or
agreement contained in this Agreement, and asytaafault (other than those specified in this Sec8) under such other term, provision,
condition, covenant or agreement that can be ciresifailed to cure the default within ten (10) slafter the occurrence thereof; provided,
however, that if the default cannot by its natueechred within the ten (10) day period or canntaradiligent attempts by Debtor be cured
within such ten (10) day period, and such defaulikely to be cured within a reasonable time, tBeftor shall have an additional period
(which shall not in any case exceed thirty (30)gjdg attempt to cure such default, and within seasonable time period the failure to cure
the default shall not be deemed an Event of DefdBtace periods provided under this section stalapply with respect to subsection
(b) above.

6.2 Attachment; Levy; Restraint on Business

() (i) The service of process seeking to attaghrustee or similar process, any funds of Debtasfany entity under the
control of Debtor (including a Subsidiary) on deipos otherwise maintained with Bank or any BanKilieite, or (ii) a notice of lien or levy is
filed against any of Debtor’s assets by any govemnagency, and the same under subclauses (ijiphdrgof are not, within ten (10) days
after the occurrence thereof, discharged or st@ybdther through the posting of a bond or otherigmvided, however, no Credit
Extensions shall be made during any ten (10) dag pariod; or

(b) (i) any material portion of Debtor’s assetsitached, seized, levied on, or comes into possessia trustee or receiver,
or (ii) any court order enjoins, restrains, or gmets Debtor from conducting any material part @bitisiness.

6.3 Misrepresentations If any material misrepresentation or materisdstatement exists now or hereafter in any warranty
representation set forth herein or in any certiéagelivered to Bank by Debtor pursuant to thise&gnent or the Guaranty or to induce Bank
to enter into this Agreement or the Guaranty.

6.4 | nsolvency. (a) Debtor is unable to pay its debts (includiragle debts) as they become due or otherwise become
insolvent; (b) Debtor begins an Insolvency Procegdor (c) an Insolvency Proceeding is begun ag&ebtor and not dismissed or stayed
within thirty (30) days (but no Credit ExtensiorimB be made while of any of the conditions desdiin clause (a) exist and/or until any
Insolvency Proceeding is dismissed).

6.5 Material Adverse Changelf there is any of the following (each, a “MatdrAdverse Change”): (a) a material impairment
in the perfection or priority of Bank’s Lien in ti@ollateral or in the value of such Collateral; #naterial adverse change in the business,
operations, or condition (financial or otherwiséPDebtor taken as a whole; or (¢c) a material impaint of the prospect of repayment of any
portion of the Debtor Obligations.

6.6 Other Agreementslif there is, under any agreement to which BornoareDebtor is a party with a third party or pastie
(a) any default resulting in a right by such thpatty or parties, whether or not exercised, to lecate the maturity of any Indebtedness in an
amount individually or in the aggregate in excefsBifty Thousand Dollars ($50,000); or (b) any défdy Borrower or Debtor, the result of
which could have a material adverse effect on Beerts or Debtor’s business.
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6.7 Judgments One or more judgments, orders, or decrees fopalyenent of money in an amount, individually othe
aggregate, of $50,000 or more (not covered by iadéent third-party insurance as to which liabiligs been accepted by such insurance
carrier) shall be rendered against Debtor and skalhin unsatisfied, unvacated, or unstayed farag of ten (10) days after the entry
thereof.

6.8 Event of Default Under Loan Agreemern “Event of Default” under the Loan Agreemenstoecurred and is continuing,
and all applicable cure periods (if any, and withdwplication) have lapsed.

7. BANK’S RIGHTS AND REMEDIES

7.1 Rights and RemediesUpon the occurrence and during the continuafiesm &vent of Default, Bank may, at its election,
without notice of its election and without demadd,any one or more of the following, all of whicte authorized by Debtor:

€)) Exercise all rights available to it under the Cadd applicable law;

(b) Set off and apply to the obligations any and albélances and deposits of Debtor held by Bank arhiich Bank
acts as custodian, or (ii) indebtedness at any diwiag to or for the credit or the account of Debteld by Bank; and

(c) Sell all or any part of the Collateral at eithguublic or private sale, or both, by way of one @rencontracts or
transactions, for cash or on terms, in such maanérat such places (including Debtor’s premise8aas determines is commercially
reasonable in accordance with the Code.

7.2 Remedies Cumulative Bank’s rights and remedies under the Loan Agmdrand any documents related thereto, the
Guaranty, and this Agreement shall be cumulatBank shall have all other rights and remedies motrsistent herewith as provided under
the Code, by law, or in equity. No exercise by Bahone right or remedy shall be deemed an electad no waiver by Bank of any Event
of Default on Debtor’s part shall be deemed a cwriig waiver. No delay by Bank shall constituteaiver, election, or acquiescence by it.

7.3 Demand; Protest Except to the extent expressly provided fohis Agreement or the Guaranty, Debtor waives demand
protest, notice of protest, notice of default ahainor, notice of payment and nonpayment, noti@gfdefault, nonpayment at maturity,
release, compromise, settlement, extension, owanegf accounts, documents, instruments, chatjgépand guarantees at any time held by
Bank on which Debtor may in any way be liable.

7.4 Power of Attorney Debtor hereby irrevocably appoints Bank as igflhattorney-in-fact, exercisable upon the occneee
and during the continuance of an Event of Defdalt,(a) endorse Debt@’name on any checks or other forms of paymergaurgy; (b) sigr
Debtor’'s name on any invoice or bill of lading oty Account or drafts against Account Debtorsnfeke, settle, and adjust all claims under
Debtor’s insurance policies; (d) pay, contest or settieldaen, charge, encumbrance, security interest,aahwerse claim in or to the Collatel
or any judgment based thereon, or otherwise taikeation to terminate or discharge the same; anttgesfer the Collateral into the name of
Bank or a third party as the Code permits. Deb&weby appoints Bank as its lawful attorney-in-tacsign Debtor’s name on any documents
necessary to perfect or continue the perfectioBastk’'s security




interest in the Collateral regardless of whetheEwent of Default has occurred until all Debtor @ations have been fully and finally paid
and performed. Bank’s foregoing appointment ast@é&battorney in fact, and all of Bank’s rightsdapowers, coupled with an interest, are
irrevocable until all Debtor Obligations have béelty and finally paid and performed.

7.5 Bank Expenses If Debtor fails to pay any amount due hereuratdurnish any required proof of payment to thietgons
in connection with the Collateral, Bank may makeoapart of the payment and take any action Bagdnas prudent. Any amounts paid by
Bank are Bank Expenses and immediately due andfmyaearing interest at the then applicable ratesecured by the Collateral. No
payments by Bank are deemed an agreement to nrakargpayments in the future or Bank’s waiver of &vent of Default. After the sale
of any of the Collateral, Bank may deduct all reedne legal and other expenses and attorneysfdegseserving, collecting, selling and
delivering the Collateral and for enforcing itshrig with respect to the Debtor Obligations, andlstpply the remainder of the proceeds to
Debtor Obligations in such manner as Bank in issomable discretion shall determine, and shaltipayalance, if any, to Debtor.

7.6 BanK s Liability for Collateral. So long as Bank complies with reasonable banfiragtices regarding the safekeeping of
the Collateral in the possession or under the obofrBank, Bank shall not be liable or responsiiole (a) the safekeeping of the Collateral;
(b) any loss or damage to the Collateral; (c) anyirtlition in the value of the Collateral; or (d)yaact or default of any carrier,
warehouseman, bailee, or other Person. Debtos ladlanisk of loss, damage or destruction of thdaGeral.

8. NOTICES

Unless otherwise provided in this Agreement, atlaes or demands by any party relating to this &grent shall be in writing and
shall be given in accordance with the notice prioviset forth in the Guaranty.

9. CHOICE OF LAW, VENUE, JURY TRIAL WAIVER AND JUDICIA REFERENCE

California law governs this Agreement without reytr principles of conflicts of law. Debtor andrikasubmits to the exclusive
jurisdiction of the State and Federal courts int&&lara County, California; provided, however tthathing in this Agreement shall
deemed to operate to preclude Bank from bringirigoguaking other legal action in any other juitdtbn to realize on any collateral or any
other security for the Obligations, or to enforgea@gment or other court order in favor of Bankelbor expressly submits and consents in
advance to such jurisdiction in any action or soinmenced in any such court, and Debtor herebyesany objection that it may have ba
upon lack of personal jurisdiction, improper venaieforum non conveniens and hereby consents tgrdmging of such legal or equitable
relief as is deemed appropriate by such court. t@édtereby waives personal service of the summuoraplaints, and other process issued in
such action or suit and agrees that service of sugimons, complaints, and other process may be lmadsgistered or certified mail
addressed to Debtor at the address for noticegétih the Guaranty and that service so made bealleemed completed upon the earlier to
occur of Debtor’s actual receipt thereof or thr&edays after deposit in the U.S. mails, propetauyes prepaid.

TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAWDEBTOR AND BANK WAIVES THEIR RIGHT TO A
JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION ARISINGUT OF OR BASED UPON THIS AGREEMENT, THE GUARANT
THE LOAN DOCUMENTS OR ANY CONTEMPLATED TRANSACTIONINCLUDING CONTRACT, TORT, BREACH OF DUTY
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AND ALL OTHER CLAIMS. THIS WAIVER IS A MATERIAL INDUCEMENT FOR THE PARTIES TO ENTER INTO THIS
AGREEMENT. EACH PARTY HAS REVIEWED THIS WAIVER WIR ITS COUNSEL.

WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES’ AGREEMENT TO WAIVE THEIR RESPECTIVE RIGHT
TO A TRIAL BY JURY, if the above waiver of the rigto a trial by jury is not enforceable, the pastiereto agree that any and all disputes
or controversies of any nature between them arairamy time shall be decided by a reference tavate judge, mutually selected by the
parties (or, if they cannot agree, by the Presidundge of the Santa Clara County, California Sap&burt) appointed in accordance with
California Code of Civil Procedure Section 638 garsuant to comparable provisions of federal lathéf dispute falls within the exclusive
jurisdiction of the federal courts), sitting withtaaujury, in Santa Clara County, California; and pgarties hereby submit to the jurisdictior
such court. The reference proceedings shall bdumiad pursuant to and in accordance with the piavs of California Code of Civil
Procedure 88 638 through 645.1, inclusive. Theapei judge shall have the power, among othersiaotgrovisional relief, including witho
limitation, entering temporary restraining ordesspuing preliminary and permanent injunctions aplagnting receivers. All such
proceedings shall be closed to the public and dential and all records relating thereto shall eermnently sealed. If during the course of
any dispute, a party desires to seek provision@fréut a judge has not been appointed at thait paursuant to the judicial reference
procedures, then such party may apply to the Salata County, California Superior Court for suchefe The proceeding before the private
judge shall be conducted in the same manner asutdibe before a court under the rules of evidepg#icable to judicial proceedings. T
parties shall be entitled to discovery which shallconducted in the same manner as it would bedeafoourt under the rules of discovery
applicable to judicial proceedings. The privatédge shall oversee discovery and may enforce albsiexy rules and order applicable to
judicial proceedings in the same manner as adoatt judge. The parties agree that the seleategmointed private judge shall have
power to decide all issues in the action or proregdvhether of fact or of law, and shall repostatement of decision thereon pursuant to the
California Code of Civil Procedure § 644(a). Nathin this paragraph shall limit the right of argrfy at any time to exercise self-help
remedies, foreclose against collateral, or obtadvipional remedies. The private judge shall alstermine all issues relating to the
applicability, interpretation, and enforceabilitfytbis paragraph

10. GENERAL PROVISIONS

10.1 Successors and AssigndThis Agreement binds and is for the benefithef successors and permitted assigns of each party
Debtor may not assign this Agreement or any rightder it without Bank’s prior written consent whigtay be granted or withheld in Bank’s
reasonable discretion. Bank has the right, wittlbatconsent of or notice to Debtor, to sell, tfansegotiate, or grant participation in all or
any part of, or any interest in, Bank’s obligatiprights and benefits under this Agreement.

10.2 Indemnification. Debtor agrees to indemnify, defend and hold Bamdkits directors, officers, employees, agentsriadtys,
or any other Person affiliated with or representamnk harmless against: (a) all obligations, destsanlaims, and liabilities (collectively,
“Claims”) asserted by any other party in connectigth the transactions contemplated by the Loanubwents; and (b) all losses or Bank
Expenses incurred, or paid by Bank from, followingarising from transactions between Bank and @eliicluding reasonable attorneys’
fees and expenses), except for Claims and/or labeextly caused by Bank’s gross negligence orfwithisconduct. This Section 10.2 shall
survive any termination of this Agreement or anyeotLoan Document.
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10.3 Time of Essence Time is of the essence for the performancelaftdigations set forth in this Agreement.

10.4 Severability of Provisions Each provision of this Agreement is severabdenfievery other provision in determining the
enforceability of any provision.

10.5 Amendments in Writing, Integration All amendments to this Agreement must be iningiaind executed by the parties
hereto. This Agreement and the Guaranty repréBergntire agreement about this subject mattesapdrsede prior negotiations or
agreements. All prior agreements, understandiegsesentations, warranties, and negotiations eetwhee parties about the subject matter of
this Agreement merge into this Agreement and thar@nty.

10.6 Counterparts This Agreement may be executed in any numbeoohterparts and by different parties on separate
counterparts, each of which, when executed andetelil, are an original, and all taken togetherpareAgreement.

10.7 Survival. All covenants, representations and warrantiedenira this Agreement continue in full force whileyaobligations
remain outstanding. The obligations of Debtor @et®n 10.2 to indemnify Bank will survive untill askatutes of limitations for actions that
may be brought against Bank have run.

10.8 Attorneys Fees, Costs and Expensel any action or proceeding between Debtor aadkBarising out of the Guaranty or
this Agreement, the prevailing party will be emtitlto recover its reasonable attorneys’ fees amel absts and expenses incurred, in addition
to any other relief to which it may be entitled,etier or not a lawsuit is filed.

10.9 Disclosure of Information; Borrower CollateraDebtor acknowledges that it has, independerithnd without reliance on
Bank, made its own credit analysis of Borrower telassets pledged by Borrower to Bank under ttam lAgreement, if any (the “Borrower
Collateral™),performed its own legal review of this Agreemehg Guaranty, the Loan Agreement and all relatedients and filings, and
not relying on Bank with respect to any of the af@id items. Debtor has established adequate méabgining from Borrower, on a
continuing basis, financial and other informati@rtpining to Borrower’s financial condition and tedue of the Borrower Collateral and
status of Bank’s lien on and in the Borrower Caltat. Debtor agrees to keep adequately informmd Buch means of any facts, events or
circumstances which might in any way affect Delstaisks hereunder or under the Guaranty, and Déltibrer agrees that Bank shall have
no obligation to disclose to Debtor informationneaterial with respect to Borrower or the Borroweill&teral acquired in the course of
Bank’s relationship with Borrower. Bank makes no repnégtion, express or implied, with respect to tioer8wver Collateral or its interest
or the priority or perfection of its lien on andthre Borrower Collateral. Debtor acknowledges ttsadbligation hereunder will not be
affected by (a) Bank’s failure properly to creatéea on or in the Borrower Collateral, (b) Bank&slure to create or maintain a priority with
respect to the lien purported to be created irBireower Collateral, or (c) any act or omissiorBaink (whether negligent or otherwise) wr
adversely affects the value of the Borrower Cotlter Bank’s lien thereon or the priority of su@m.

10.10 Joint and Several If two or more Debtors are liable under the tetmreof for the same obligation, then such ligbdhall
be joint and several.

10.11  Confidentiality. In handling any confidential information, Banka#irexercise the same degree of care that it esesdor
its own proprietary information, but disclosureimfiormation may be
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made: (a) to Bank’s Subsidiaries or Affiliates; {b)prospective transferees or purchasers of aryeast in the Credit Extensions (provided,
however, Bank shall use commercially reasonablertsfto obtain such prospective transferee’s oclpaser’s agreement to the terms of this
provision); (c) as required by law, regulation, gobna, or other order; (d) to Bank’s regulatoraotherwise required in connection with
Bank’s examination or audit; () as Bank considgnsropriate in exercising remedies under the Loacuhents; and (f) to thirdarty servici
providers of Bank so long as such service provitlasse executed a confidentiality agreement withkBaith terms no less restrictive than
those contained herein. Confidential informatioes not include information that either: (i) istlee public domain or in Bank’s possession
when disclosed to Bank, or becomes part of theipdloimain after disclosure to Bank; or (ii) is dosed to Bank by a third party, if Bank
does not know that the third party is prohibitezhfrdisclosing the information.

Bank may use confidential information for any pwsepincluding, without limitation, for the developnt of client databases, reporting
purposes, and market analysis, so long as Bankradadisclose Debtor’s identity or the identityafy person associated with Debtor unless
otherwise expressly permitted by this Agreemerite provisions of this Section 10.11 shall survive termination of this Agreement.

[remainder of page intentionally left blank; sigma& page immediately follows]
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IN WITNESS WHEREOF , the parties hereto have caused this Agreemeyd txecuted as of the date first above written.
BANK:

SILICON VALLEY BANK

By:

Name:
Title:

DEBTOR:

Netlist Technology Texas LP, a Texas limited partrrship
By: NETLIST, INC., its general partner

By:

Name:
Title:
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EXHIBIT A
The Collateral consists of all of Debtor’s rightietand interest in and to all personal propeangluding without limitation the following:

All goods, Accounts (including health-care receleal, Equipment, Inventory, contract rights or tggto payment of money, leases, license
agreements, franchise agreements, General Intasgitdbmmercial tort claims, documents, instruméntduding any promissory notes),
chattel paper (whether tangible or electronic)hcadgposit accounts, fixtures, letters of credjhts (whether or not the letter of credit is
evidenced by a writing), securities, and all otlhheestment property, supporting obligations, amaficial assets, whether now owned or
hereafter acquired, wherever located; and

all Debtor’s Books relating to the foregoing, amy and all claims, rights and interests in anyhef above and all substitutions for, additions,

attachments, accessories, accessions and improtetemd replacements, products, proceeds anchimseiproceeds of any or all of the
foregoing.

[end of Exhibit A]




Exhibit 10.4
INTELLECTUAL PROPERTY SECURITY AGREEMENT

This Intellectual Property Security Agreement (tiigreement”) is entered into as of October 31,200 and between SILICON
VALLEY BANK (“Secured Party”), on the one hand, aN&TLIST, INC., a Delaware corporation (“Debtort) the other hand.

RECITALS

A. Secured Party and Debtor are entering into thaaicekoan and Security Agreement, dated as of éeck¥e Date on or
about the date hereof (as amended, restated sugied) or otherwise modified from time to time, thean Agreement”), pursuant to which
Secured Party has agreed to make certain advahoesney and to extend certain financial accommadaticollectively, the “Loans”),
subject to the terms and conditions set forth iher€apitalized terms used but not otherwise @efiherein shall have the meanings given
them in the Loan Agreement.

B. Pursuant to the terms of the Loan Agreement, Deimsrgranted to Secured Party security interesth of Debtor’s right,
title and interest, whether presently existing erdafter acquired, in, to all intellectual propeatyd all other Collateral.

NOW, THEREFORE, as collateral security for the paptrand performance when due of all of the Oblayegj each Debtor hereby
grants, represents, warrants, covenants and aasdefows:

AGREEMENT

1. Grant of Security Interest.To secure all of the Obligations, each Debtontgand pledges to Secured Party a security
interest in all of such Debtor’s right, title amdérest in, to and under its intellectual propeirtgluding without limitation the following:

€)) All present and future United Statesjistered copyrights and copyright registrations, includimgthout limitation,
the registered copyrights, maskworks, software,maer programs and other works of authorship stibgednited States copyright protect
listed in Exhibit Ato this Agreement (and including all of the exchesiights afforded a copyright registrant in thetga States under 17
U.S.C. 8106 and any exclusive rights which mayhafuture arise by act of Congress or otherwisd)aihpresent and future applications for
copyright registrations (including applications tapyright registrations of derivative works andngolations) (collectively, the “Registered
Copyrights”), and any and all royalties, paymeats] other amounts payable to Debtor in connectitimtive Registered Copyrights, together
with all renewals and extensions of the Regist&egyrights, the right to recover for all past, s and future infringements of the
Registered Copyrights, and all computer programsyputer databases, computer program flow diagraowsce codes, object codes and all
tangible property embodying or incorporating thgReered Copyrights, and all other rights of ednd whatsoever accruing thereunder or
pertaining thereto.

(b) All present and future copyrights, maskworks, safey computer programs and other works of authprslibject
to (or capable of becoming subject to) United Statgpyright protection which are not registerethim United States Copyright Office (the
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“Unregistered Copyrights”), whether now owned ordadter acquired, and any and all royalties, paysjemd other amounts payable to
Debtor in connection with the Unregistered Copytsghtogether with all renewals and extensions efuhregistered Copyrights, the right to
recover for all past, present, and future infringats of the Unregistered Copyrights, and all compptograms, computer databases,
computer program flow diagrams, source codes, bbjmbes and all tangible property embodying or ipoeating the Unregistered
Copyrights, and all other rights of every kind wdwaver accruing thereunder or pertaining ther&tee Registered Copyrights and the
Unregistered Copyrights collectively are referredhérein as the “Copyrights.”

(c) All right, title and interest in and to any and ilesent and future license agreements with respeiae Copyrights

(d) All present and future accounts, accounts recegyablalties, and other rights to payment arishognf, in
connection with or relating to the Copyrights.

(e) All patents, patent applications and like protewsiincluding, without limitation, improvements, givns,
continuations, renewals, reissues, extensions amhcations-in-part of the same, including withbmtitation the patents and patent
applications set forth on Exhibit &tached hereto (collectively, the “Patents”);

® All trademark and servicemark rights, whether regesd or not, applications to register and redistna of the
same and like protections, and the entire good#ilhe business of Debtor connected with and syimbdlby such trademarks, including
without limitation those set forth an Exhibita@tached hereto (collectively, the “Trademarks”);

(9) Any and all claims for damages by way of past, @néand future infringements of any of the rigimsluded
above, with the right, but not the obligation, teegor and collect such damages for said use anggment of the rights identified above;

(h) All licenses or other rights to use any of the Qagiyts, Patents or Trademarks, and all license deésroyalties
arising from such use to the extent permitted hdicense or rights;

0] All amendments, extensions, renewals and extensibasy of the Copyrights, Trademarks or Patemnid; a

()] All proceeds and products of the foregoing, inahgdivithout limitation all payments under insuramceny

indemnity or warranty payable in respect of anyhefforegoing, and all license royalties and prdseaf infringement suits, and all rights
corresponding to the foregoing throughout the warid all re-issues, divisions continuations, refsyextensions and continuations-in-part
of the foregoing.

2. Loan Agreement. The security interests hereunder are grantednjuaction with the security interests granted ¢oB8ed
Party under the Loan Agreement. The rights andedées of Secured Party with respect to the secimtiéyests granted hereby are in addition
to those set forth in the Loan Agreement and therdtoan Documents, and those which are now orfftereavailable to Secured Party as a
matter of law or equity. Each right, power and eelmof Secured Party provided for herein or inlthan Agreement or any of the other Lc¢
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Documents, or now or hereafter existing at lawncequity shall be cumulative and concurrent andl sleain addition to every right, power or
remedy provided for herein and the exercise by ®ecBarty of any one or more of the rights, poveenemedies provided for in this
Agreement, the Loan Agreement or any of the ottimmLDocuments, or now or hereafter existing atdam equity, shall not preclude the
simultaneous or later exercise by any person, diefuSecured Party, of any or all other rights, pmior remedies.

3. Covenants and WarrantieDebtor represents, warrants, covenants and agssiedows:

€)) Debtor shall undertake all commercially reasonatéasures to cause its employees, agents and irdiagen
contractors to assign to Debtor all rights of awsh® to any copyrighted material in which Debtaslor may subsequently acquire any right
or interest.

(b) Debtor shall promptly advise Secured Party of argd€mark, Patent or Registered Copyright not sieekif this
Agreement, which is hereafter acquired by Debtor.

(c) Section 6.10 of the Loan Agreement hereby is ine@jed herein as though fully set forth hereitatis
mutandis .

4, General If any action relating to this Agreement is brbtigy either party hereto against the other painy prevailing
party shall be entitled to recover reasonable raiys fees, costs and disbursements. This Agreemmnbe amended only by a written
instrument signed by both parties hereto. To iterg that any provision of this Agreement confligtith any provision of the Loan
Agreement, the provision giving Secured Party gnedghts or remedies shall govern, it being uned that the purpose of this Agreement
is to add to, and not detract from, the rights tgdrio Secured Party under the Loan Agreements Agreement, the Loan Agreement, and
the other Loan Documents comprise the entire ageatof the parties with respect to the matterseskdrd in this Agreement. This
Agreement shall be governed by the laws of theeSthCalifornia, without regard for choice of lawopisions. Debtor and Secured Party
consent to the nonexclusive jurisdiction of anyestar federal court located in Santa Clara Cou@glifornia.

5. WAIVER OF RIGHT TO JURY TRIAL; JUDICIAL REFERENCE . TO THE EXTENT PERMITTED BY
APPLICABLE LAW, DEBTOR AND SECURED PARTY EACH WAIVE THEIR RIGHT TO A JURY TRIAL OF ANY CLAIM OR
CAUSE OF ACTION ARISING OUT OF OR BASED UPON THIS AGREEMENT, THE LOAN DOCUMENTS OR ANY
CONTEMPLATED TRANSACTION, INCLUDING CONTRACT, TORT, BREACH OF DUTY AND ALL OTHER CLAIMS. THIS
WAIVER IS A MATERIAL INDUCEMENT FOR BOTH PARTIES TO ENTER INTO THIS AGREEMENT. EACH PARTY HAS
REVIEWED THIS WAIVER WITH ITS COUNSEL.

WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES’ AGREEMENT TO WAIVE THEIR RESPECTIVE RIGHT TO
A TRIAL BY JURY, IF THE ABOVE WAIVER OF THE RIGHT T O A TRIAL BY JURY IS NOT ENFORCEABLE, THE
PARTIES HERETO AGREE THAT ANY AND ALL DISPUTES OR C ONTROVERSIES
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OF ANY NATURE BETWEEN THEM ARISING AT ANY TIME SHAL L BE DECIDED BY A REFERENCE TO A PRIVATE
JUDGE, MUTUALLY SELECTED BY THE PARTIES (OR, IF THE Y CANNOT AGREE, BY THE PRESIDING JUDGE OF THE
SANTA CLARA COUNTY, CALIFORNIA SUPERIOR COURT) APPO INTED IN ACCORDANCE WITH CALIFORNIA CODE
OF CIVIL PROCEDURE SECTION 638 (OR PURSUANT TO COMPARABLE PROVISIONS OF FEDERAL LAW IF THE
DISPUTE FALLS WITHIN THE EXCLUSIVE JURISDICTION OF THE FEDERAL COURTS), SITTING WITHOUT A JURY, IN
SANTA CLARA COUNTY, CALIFORNIA; AND THE PARTIES HER EBY SUBMIT TO THE JURISDICTION OF SUCH
COURT. THE REFERENCE PROCEEDINGS SHALL BE CONDUCTE D PURSUANT TO AND IN ACCORDANCE WITH THE
PROVISIONS OF CALIFORNIA CODE OF CIVIL PROCEDURE 8§ 638 THROUGH 645.1, INCLUSIVE. THE PRIVATE JUDGE
SHALL HAVE THE POWER, AMONG OTHERS, TO GRANT PROVIS IONAL RELIEF, INCLUDING WITHOUT LIMITATION,
ENTERING TEMPORARY RESTRAINING ORDERS, ISSUING PREL IMINARY AND PERMANENT INJUNCTIONS AND
APPOINTING RECEIVERS. ALL SUCH PROCEEDINGS SHALL B E CLOSED TO THE PUBLIC AND CONFIDENTIAL AND
ALL RECORDS RELATING THERETO SHALL BE PERMANENTLY S EALED. IF DURING THE COURSE OF ANY DISPUTE,
A PARTY DESIRES TO SEEK PROVISIONAL RELIEF, BUT A J UDGE HAS NOT BEEN APPOINTED AT THAT POINT
PURSUANT TO THE JUDICIAL REFERENCE PROCEDURES, THEN SUCH PARTY MAY APPLY TO THE SANTA CLARA
COUNTY, CALIFORNIA SUPERIOR COURT FOR SUCH RELIEF. THE PROCEEDING BEFORE THE PRIVATE JUDGE
SHALL BE CONDUCTED IN THE SAME MANNER AS IT WOULD B E BEFORE A COURT UNDER THE RULES OF
EVIDENCE APPLICABLE TO JUDICIAL PROCEEDINGS. THE P ARTIES SHALL BE ENTITLED TO DISCOVERY WHICH
SHALL BE CONDUCTED IN THE SAME MANNER AS IT WOULD B E BEFORE A COURT UNDER THE RULES OF
DISCOVERY APPLICABLE TO JUDICIAL PROCEEDINGS. THE PRIVATE JUDGE SHALL OVERSEE DISCOVERY AND
MAY ENFORCE ALL DISCOVERY RULES AND ORDER APPLICABL E TO JUDICIAL PROCEEDINGS IN THE SAME
MANNER AS A TRIAL COURT JUDGE. THE PARTIES AGREE T HAT THE SELECTED OR APPOINTED PRIVATE JUDGE
SHALL HAVE THE POWER TO DECIDE ALL ISSUES IN THE AC TION OR PROCEEDING, WHETHER OF FACT OR OF
LAW, AND SHALL REPORT A STATEMENT OF DECISION THERE ON PURSUANT TO THE CALIFORNIA CODE OF CIVIL
PROCEDURE 8 644(A). NOTHING IN THIS PARAGRAPH SHAL L LIMIT THE RIGHT OF ANY PARTY AT ANY TIME TO
EXERCISE SELF-HELP REMEDIES, FORECLOSE AGAINST COLL ATERAL, OR OBTAIN PROVISIONAL REMEDIES. THE
PRIVATE JUDGE SHALL ALSO DETERMINE ALL ISSUES RELAT ING TO THE APPLICABILITY, INTERPRETATION, AND
ENFORCEABILITY OF THIS PARAGRAPH.

[remainder of page intentionally left blank; sigimat page immediately follows]
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IN WITNESS WHEREOF, the parties have cause thislliettual Property Security Agreement to be dulgared by its officers
thereunto duly authorized as of the first datetemitabove.

Address of Debtor Debtor:
NETLIST, INC. NETLIST, INC.
51 Discovery, Suite 15
Irvine, CA 9261¢ By:
Attn: Gail Itow, CFO Name:
Fax: 949.679.011 Title:
Email: gitow@netlist.con
Address of Secured Part Secured Party
3003 Tasman Driv SILICON VALLEY BANK
Santa Clara, California 950!

By:

Name:

Title:

Form: 3/1/02
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EXHIBIT A

REGISTERED COPYRIGHTS
(including copyrights that are the subject of aplaation for registration)

Registration/
Application
Number

Registration/
Application
Date

NONE




Title

EXHIBIT B

PATENTS

Registration/
Application
Number

Registration/
Application
Date

See Schedule B-1 attached hereto and
incorporated herei




Title

EXHIBIT C

TRADEMARKS

Registration/
Application
Number

Registration/
Application
Date

See Schedule C-1 attached hereto and
incorporated herei




