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LOAN ANE SECURITY AGREEMENT NUMBER 16020

DERTOR: QUANTUMSPHERE, INC., 2 Nevads corporation {“Debioe™)

LENDER:  NOVUS CAPITAL GROUP, LLC, » Delaware lnfted Hability compay (*Lender™

THIB LOAN AND SECURTTY AGREEMENT is mads by and betwesn Dedior sod Lender EE
sonsideration of the metes! sgrenments contained hareln, the parties horato agrev ag follows:

SECTHNG  DEFINITIONS

i3 efmed Torms, &y used i his Agreement the following torms have the feflowing defined
eanings, unless the comexs otherwise vequires {sunh terms to be squslly appliceble to both stegelar and ploval
Tovems of the taems defivedy

“Agreement” means iy Lown s Bepurity Agreement, se the same may from Howe to Sos be amended,

modifind, replaced or supplomented.

"Busiess D™ means o day other than & Saturday, Sundsy or foga! holiday under the faws of the Stete oF

“Closing Date? mssns suck date on which a Logn &s funde parsgant hereto,

“Cods™ mvans the Unitorm Comrunersdal Code as o e 0 time by affbot i the Stute of Lrsgos,

“Uiollateral™ mesng Debwors ssvoty which are pladeed to ssoues s Agroment and fnclude alt of Tiehinr's
dsscly cnrvently owned v Beresier aogived, Moluding, B not lovited o Dellor’s production and
Hed on ome or more Schednlss that sre

mseudiching equipment od Intelleatus) Propeety and as et

atfached fo or Iocorprested in tis Agreemsal

“Commencement Date” msans the bogimning of the aontrcied terem ey exch Loan, The Comrasncoment
Dte of ench Lo will be the 100 day of the month, 1f the Disbursesnens Date ocowrs on o befiee the 109 of
ths month, the commencemsnt Diate shall be the 109 day of the month in which the Dishureemens Tade
vourred. I the Disharcermen Thate oovies aftey the 1Y of the snthy, S Commencoment Date shadl he the

H™ day oof the sonth imenedis fely folling the Dishursement Date.

“Ommibment™ mesvs the obligation of Lender to make the Loans in the Aggvogale prinsipal amouss
speidfied i Seatien 2.1,

fz At ey evant which with notice, lapse of tave, of any further condition, event or act
wondd constiute an Fvent of Definly

v o Ny N o . 5 ‘S ;
Exeowalde Q8 Loss and Seourhy Agvesment Page Y of iy

O {signer’s i)

e
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"“"’fj}*'wai-'ﬂmmmm D™ NS he daty on which the Note v sach Loan is si igned By both Debtor and
Lender and funds sre dishursad under the terms of susd Nute,

,.,

“Drishumed. ¢d Principal” means e original privcine! amounnt borrawed on eanh Ly

“Draw Period” mesns the period of time from 331 2 date of this Agreoment thrcugh fhe esrlier to seewr of

a2

iy Jan

wary 15, 2013, or {31} the ovonmence of ay Fvews of Defanl

axting sob forth fn Section 3.

angisd Sﬁgﬁ**“i B sosans Deltor's financial satements as Hled with the Secwrittes snd Exchangs

REetereiao L LRSS

Crammiasion, inchuding, but not Bmited te, hadanoe sheets, profit snd loss, snd cash Sow stalementy

Hnsoivency Procseding” mesns ay pmoseding commmsaved by o agminst say Posson wader Ay
provision of the Baskrupioy Cods or uinder say offier state er Feders! wmﬁmgmy £ s ﬂe@ms lase
{mcloding any receivership e Bke procesding), sasignments for the benefit of craditens, formal or
iformal mratoris, Gosbpustions, ewlnsions geners aily with  cosditors, or procvedings  sesking
seoverntaation, ary vasigement, or other similar refied '

%

wim e bohvodn
v DHsbursement Date and the Commencement Dite.  buterin tnterest shall be paid st & daily rate aqual
0 the Intecest Rate divided by 383,

erim Interest™ mesns imerast that iy paid on the Dishursed Princlpal for thae peviod of

5741

"Roterest Rate™ is o fived por snnany rate per sach Loan equal to 15,508

“Ldoue™ mesms Hang, modgager, senavily inferests, pledoes, e retentions J'eﬁrge&, ar other
snomnbrances of any Mud whether vol vty mewrred o arising by opuration of law or otharwise on the

Conflaterst.

T mvany each Joan or oredit sxtension mase by Lender to Debtor purstant to sach Mate and this
\*rxmmmt

“Losn Docaments™ mosns this dgreemsnd, the Notex, Bupplements, Schedules, amy other Ssourity

agresment o loan droumeniy sxecuted by Debtor i comvsotion with thig »‘%ﬁmmmt, and any other
gresutent entered o, now or in the Raure, by Debtor and Lender in soangotion herews

“Hote™ mesns sach Pronsiseory Note of Deltor o evideocing & Loan, as deseriheg Seothay 23,
substantially in the form of Dalubi & heroto, a5 the same may Hom Hme to Sme b e aded, modified,
replaced o supplemented.

interest on, the Nistes {3}
ail other obligations amd Habilivles of Debtor, now exigting ar heroafier hmw*msl wder, arising out of or
i "“II&‘:{’*H*‘. with this Agresmend, sy ‘@Iﬁ«{& o mny other Loan Dovument: sad {1 \ any and sf othir
prasent qod fulwe lndebrodness, obligations and Babi Ntdes of any king wi:ammw:* of Db 0 Lender,

whather direst or indirect, § joiut v severs], shacdite oo o avtingent, Honidsted or nuliquideted, seoured ar
rnneonred, matueed or suenetered and whether orighnaliv o

] traoted with Lender or otherwise soquired By
Lsmder or frow e © time reduved and theres affer noressed,

Nwsg_m means {1} the sgervgate vopaid principsl amouim & and scer

SRR

r-.-

“Pevoent Dos Dite™ shall bo the 18% dov of sach mmonth and the Hest s cheduled payment shall be dus an
SR LM AN ¥ B

the 10* day of the month mmmedintely following the Commencement Date

72

Exeontable (R Loaw snd Securioe Agresment
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“Porzon™ means setural persons, corporations, Huited Hability sompanies, limited partnerships, general
parmmmg}s limited Habifity pﬂmg:mh;pa folnd ventures, trasls, land trosts, business fusiy, estates, other
orgamdzations sud sntities, and govermental agencies and political sudsdie HErans,

T3

“Prepavmet™ means paywent fn ! of the Losas prior 1o thelr maturit ies ke pay sy Lender an svmount
“@J to the s of 1) all sosrued intterest, charges and fous; i unpaid priveipel; and 3#) |y spplicaide
Prepayroet Premivm,

“Prepayment Frombun™ means & shange paid by Delior to Lender to tevsinate ebior's Amm{*s} u'_ﬁﬁi‘a
the fest six months afer the Commencemant thate of sy Loan. The Preg spavisent Prembnng shall egul

L.30% of the Dishursed Pring sipal,

“upnkoent™ means sach Supplement exscuted and deliversd by Tielter in sobstantially e R of
Exhibll B sttachad heesto

g Tonma, AR aczws\ﬁﬂg termes oot specifically deffoed heroin shall be consineed In

CaRACY s

pocepded aecranting prineiples.

seonrdanes with gengm

SECTIONZ.  AMOUNT ANIHTERMS OF LOAN.

B
e

: rrns and sonditions of this Awesment, Lendsr agracs o make
8 “wa “uams i‘*frm\mc Faam anche Srovn e to Hie & during the Dvaw Poriod, to Debtor inan SpETeRsty
e xoved O %iﬁ,m‘z Dollers amd 867180 {3L000, 000,001 Each Losn shall Be for o
'di*imiﬂa} st {)f' Five Himdred Thousand Dolars vt GO O (RSO0 000.00) and the conditiens provedent fr
t%\ sranting of ssch Losn are detiled in Bxhibit &2 O Tranchs 17 and Behibit A2 {"Trenche 70 The
aitigation of Lender to mube Loany beveunder shall terminate © By i’hz}; expimtion of the Draw Period, Debior shall
wm: Lumi@v m ‘iﬁam *im ‘\' Busines Duys prioe wrilten notice of the date s swmount of each proposed La\
ay be reborrowed,

¢, Hach Losy shall be evidenosd by & Note of Debtor su hetentially & the form of
2 ’m&feif« with appropriste inewtions therein 88 e amounty, dates snd intorust vate, in
&.\,h ﬁa\m ax dvzmam{ii by Lender and as detailed hersonder.  Debor’s shligation to ropay thy Notes and all
&iﬁxs,r zmem ts pavale bereunder is sheolute and wnoonditional vader Ay and ol crenmstanoes and shall not be

et

sffested by say sm.*m‘ stamoes of amy charseler whatsoever.  Such Note shal] {1} be dated the date on which the
L ‘mﬁ svidensed therehy i made; O be for the e specified ook °\¥\=‘£e, aud (Y be siwted o ke paid i

o guch Mage,

sonseoutive m "ﬁ?‘ih mstalimens of principal phos intevest, on the dutes mnd in the arnounts et ford
The Notes {*ami the related Losns may be prepaid in whole bt not in part.

=y

e Lise of Procss

}séﬁ: shalf use the procseds of such Loan solely ax working capital and o
i ;sm’sma;, fomily, o huasehold purpose

3

SECTION X CONIHTIONS OF BORROWING.

=3

31 Londitions of Bach Loan. Lender ¢hall not be seguived 10 made an
e initle! Loan) anless on the O loxing Dute of such Loan:

v Loan heveunder gne Huding

{0 Note. The Nots evidencing such Loan snd o8 related Lo Dieotments shall have heen
exgostod and delversd to Donder.

{’“oiiama; sed

{1} Insyrance. Lender shall have received evidence satisotory to it that the
to xevune such Loan ix inswed a agaimat lose, thefl, dumage or destruction I se amount aet e

S SN N e e
- G g s - e} \\\\_\\».\;\‘l\\ v
Exeoutabds OB Low and Sevaie Agresmeny R §«’c‘e NN \§ W \\§ Pape el 18
) o N NN N
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replacsment value of the Collstersl, with loss payaile te Lender. At Lender’s request, Debior also shall pewide
and mainiain peimary ¢ *"mpmhmsm gorwral all risk Gaddliny tnsmransce,

i} Security Intprest. AN Slings deomed Betessary or desivable by Lender to extablish,

ARLIEAE R

Frofect proseree and perfiet By soourity interest in the Collstrad thay b ple wé 2s seourity for such Loan s s

valid firs prioeily perfected seqully interest shall have besn Suly effected, and ol fes, taxes and other charges
relating o such Shngs snd revordin 155 shall have bosn paid by Dbt

fa)

i

{dy Repressotaion ong {31 The represontitions and vafmmms comtained g Agressment shall
be true and comeet in aia respects on and as of the date of e makid g of such Loan with the ssme effect 2 i roade
o a0 as of "%& date; (11} o Dafhul or Beart of Defudt shall b i ematem:s om the date of the saking of \ii‘(ﬁ
'Lzm or shall oo ay & resuit of such Lown: ang {1ty the as;gxpm:‘m; v Drobtor of each Loon ahall constbate o
repraseniation by Dolitor that ¢he stalemonts ovtained in clawses (1) and \gﬁ Ak gre trae and corrset ot the date
of sach Loaw.

4

F).’-f

%

(&) i\ Lier Documents and fnfbrmetion. Lender shall havve wocived from Debiog, i Sum snd
substance setisfactory to Lender, such other docaments mnd nforation ss Lender shall ressonably reguest,

(H Logal Mamrs. AU leos! siattery with sespect o @ all fopal divuments executed in
{#

\\\u\x\.-__....

sonERcHon with the remssctions oo oyptated by this Agrsement shall be satistacte ary Yo sounss? i Londsr

) Ny Default shall hove oocurred or will snist after making suck Lomn,

Llomn Lender shall nof be raguired 10 make the Tranche T Lou
hereunder u

) Fully executed Loan Documents: and
i Perfectad Security Interast {to ocunr upen the 8 iling of 2 Bosncing datement on Form

&

VHICAT vty the Dovads Becretary of State and the Calf fornia Secretary of Siats - redistely m TH0 the witing of

3 Loan evidenced by the Note copresented v Exhibit 81 herete).

L}

e RANRARSARRRNT

33 f;@ndmmz of Tranche 2 Loan. Lander shall not be renuired to muke the Tranche 2 Loan

{5} Drelvor shall have rafsed addiional oquity of no Jess than Three Millon Dollars and
OO/1E0 (33,000 000,007 on or befive Docomber 31, 2014 (the “ Addittons § Round™

{88 % In the event Debior ralses 8 nobuimes of 2.5 mitfion, bat foss then 33 millis
i the Additionsd Boung, Lender will roview fhe chronmatmens of ‘{ﬁﬁ Addina
Rewed and Debtor’s financid s:mdmm ar ih& time of the Additionsl Rownd an
e s best offrt o omend the §3 million TegIrement;
{3 The pevisents on Trvechs | shall have o paid a5 apveed; and
ok Liebtor may not be s defudt on arey of ity obligations with asy of its creditors.

BROTION 3,

REPRESENTATIONS AND WARRANTIES.

Tor induee Lender to enter it this Agresment snd 10 make suoh Loar, Debtor tepresents and warrants io
Yoender that:

Exeoutable U8 Loan and Security Agreemem et § § §§\\\\\% \\*
Croidentisd R
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*

¥ organized or frmed, validly existing sad in B0

g

wation, Debior is & Corprration o S i
Sanding under the laws of Nevads and i paabiied and Sosnsed o de business and it in pood stgnding i an
jurisdiotion fn which the condect of e businoss o ity ownseship of propenty requirss that i be gualifisd,

3

e

o

&3 Power and Agthority, Debter hus Yl power, awhority snd deead Tight 0 execute and deliver
s Agreoment and the Notes, o perfirm s obligations bersunder and thereunder, o borrow hervunder and i

gramt the svourity interest created by thils Agresment,

7.

43 Lonsends and Permiits. No consent of suy ofber party, and no Comsent, Uosnse, approval or
authorization of Lxemplios by, or registration oy declaration with, sy governmantal body, asthority, Surssy or
agency is reguined In comvestion with {1} the execution, delivery or perfimanse by Delvor of this Agreemeandt or
e Nmss; o {ii} the validity or srforcenbility of this Agresuient or the Notes,

‘ &9 Mo Legal Ber. The sxerution, delivery sad prrformancs by Debtar af this Agreement, the

Noter and other Loan Documents do aot snd will sot viokite sy peovision of any appdicable law or regulation or
of any judgment, avward, onder, writ o decrse of any eourt OF governments! instrumentaiity, will not violaty any
provision of the organizations! documents of Debtor and will not violste any provisun of or csnse s Sefalt snder
RuY moTigage, ndenture, somiact, sgrosment ar pther undertaking to whick Debtor 5 a party or whish PUTTOTS 1o
Be binding wpon Debtor or upon any of ite assewy, snd will ot sesult in the creation o Irmposition of any Uen an
ay of the assete of Debitor mher than the securlly bierest intended ta b created Berehy

4.5 Mo Defaplts. Debior is wot in deful, and no event or condition sxisty which, after the giving
of notive or lapse of time or votly, would constitute an event of defiuht, under any montgage, (ndentire, contvac,
agrsoment, indement or tther undertaking o which Debtorisa party or which puvports o he binding wpow Debtor
T Epon Ay of 1S ancts,

B

45 oeability, This SAgreement, and each Now or other Loan Do Dol & reguired fo
sxzoute hereunder, when delivered, huve bom duly authorized, exvonted and dalivered by Dhebior snd constitme
fegal, valid and binding obgations of Diabtor enforceable in sovordance with i terms,

4.7 Ne Litieation. There iz o action, suit, Bvestigation or procseding ponding e, to Debear's
mowledye, threatensd asainst ar affecting Debtor or any of it assels whnsh could have an advere st spon the
Coaflatersl or mepayrnent of the Loans ora material sdverse off

4.8 Taxes Debtor ey Sled a Federal, state and Jooat ncome fex retirns that are reguired to be
filed, and hay paid for provided for the pavment oft il s ay shown o sald seturns snd gl R o b
rweeived by it in the sxtent thet suck taxes and sesccsments bave berome dhite, amd Dleblor does net hawe sy
keowledge or sy actusd or proposed delficlency or additionyd sssessaent in conmvction Hiveewith, The charges,
accrualy and resorvis o the books of Delor in mspeol of Federal, state and looa! tuser for gl opet vears, and S
the sorrent scal year, male adequate provision for sl nopaid ta Habilitdes for such periods,

&G Finanad

ol Slatemente. Al fesncial staterments for Deblor delivered 1o Lender sre toue ang

sronrate o of e dates thereof, sed theve Bas not heen any advarse change i Debior’s Snassial condition sinee
the date of the miost recent Franeisl SRatewasts submitted o Lender

£18 Full Discloswre. Mo written wepresentationg, warrsnly o other statement of Dehbtor in sy
cartifioate, sprovensnt or other docurmeny given 1o Lender, as of the date such representitions, wartantios, or other
Haterments were made, tden together with all snoh written cepificates, agroemente and other docunens stalemenis
given $o Londer, comuing sy aniue stetement of @ materiel e of omits o state material fet necesnry 1o

mike S siufernenty contsined in the cortificates or statements ot mivlead g

e i R ene e ~ MK O M T
Heeomalds (RT Loa and Y Afvenrme § N § \ il@\\@ Page Sof 18
X &} &Y N
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SECTION S COVENANTS.

Llablor covenants snd agrees that Som and afler the dute hersof and s love as the Commmitment or any

Obligation iy cutstanding: )

51 Mutives. Debror will give thuely writtes notice 1o Lender of {1} the sosurrsnes of any Defanit

or Bvent of Defaulty () the commmencerent o threst of swy mgterial Ftigation or procesdings affecting Debos:

and () any dispute botween Debtor and any. povernmental suthorily o other Pewson that might materially
nferere with the normal business operations of Delwor,

32 Lawsg {}miw_siga“mmkg}gag@@v Debtor will (5 somply with off laws in all matossd Texpests sad

duly observe amd conform 1o gl Y
Dusing

rements of any goverimental suthoeities nidating 1o the oondust of it
8 O 10 Y propenies of asesty, sxospt for any such raquirennts for which e resulis of nonecomplianas,
talby o i the aggrogate, would not wifect Delitor's ability 1o porform s cbligations under the Agreement
i o 2 Lien upon suy of the Ootlateral () matninin by axistence as 2 lagal ety and obisiy and keep &

Gl foroe angd affbe all righix, franchises, lHoenses and permits which we secenvary to the proper condut of #x

buslness; snd () obisin or cause to e oblainad 20 promptly s possible ay guvernmental, sdministrstive oy
dgancy approvel and make any filing or reghstratinn therewith witich at the fime shall he reguived with respeot to
the perfrmance of iy obligations toder $his Agrentnant or the opsration of is business,

a
o

L

& Lender or fis authorized representative may during mormal business howes, sudrest
1o Dhebfor’s prior written consont based o mot fesy thaw fen {183 days advance notics, fnspset the Collaters! sad
he books and records of Delwor reluied thever,

4 Pacthee Assurances. Diabior will promptly, &t sy Groe and fom tee tmse, W ¥ sole

AN S s Aveats

Gepotise, sxecite sod deliver 10 Tender such firther instruments aad offter dosuments, and e suoh Srther
antian, a8 Lewder may Bom fime jo Hme ressonubly sequest o further cany out the intent and purpose of this

Agresmment sod o establish and protect 1he vights, interests and remedios orvated, or intended o be oraed, in
S of Lender horebry, Includiog withont leitation, any and &l SEourily sgreamsety, assignments, sndorseriests
of cortiffostes of title, and all other documenty it Lender may rearonatty mgeest, in Sew aud sabstanes
satisfatory o Lender, to areate, perfet and covtinue 10 perfeet o to hetter perfet the Lender’s Liews in the
Collateral, To the maxivaes satent permitiad by spplicable law, Debior authorizes Lender ¥ ameone any el
Additional Docweents in Debior’s name and athorives Lender fo e such swecutog Additional Docusents o
any appropriate Bling offies.  Delstor will pay or reimburse Lender for any and ol reasonable fhes, cosly and
sxpenzes of whatever kind or netwre incired in conneetion wigh the creation, preservation andy. Bpon the
Soourrenae of an Event of Befuds ahich is continuing, protection of Lender's security intorest in the Coll

P

Hateral,

T
N
3

o

33 Ne Disposition of Collmeral. Without the peior weltten consent of Lender, Debtor will nat o R
ey, ranelir, sxchangs, lease or ctharvise relinguish possession ar dizpose of any of the Collatersl, sxoept for

e sule of inventory in the nomyal course of Diebtor's businegs.

cns. Deblor will not create, asswne or sufler to exiat any Lisn of any kind wpon the
e in priceity fo Lender, except for the sesurity aterest wreated haveby,

& <

5.3 burance. Debior shall maintsln fire and other risk fnsurance, public Hability insurmes, and
such other Tnsurance ax Lender may sequare with vespect o Debine’s properties and aperations, in form, s
covevages and with Insurence sonpanies acreptable fo Lender, Debioy, upon sageest of Lends, will doliver to
Lender fom time to time the polisles or ostifieatos of insurance In fonn satisficiory o Lendsr, fncluding
stipulations thet coverages will not be cancelled o dimind hed without ot Teast ton {10} daus PR wrilen notios ¥
Lender. Bach incursnos policy also shall include an endorsement providing that ooverage i fnvor of Landey wi

mov be impatvedd i ey way by any act, omission ar defanh of Debtor or auy other porson. In connsetion with sl

B

Exeouable Q81 Low and Security Agresment Pags ol I8
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policies covering assols & which Lender holds or is offerad o sonueity interest for the Losss, Debtor will provids
Londer with such lender's loss payable or reher sndreserments as Lender may raguire,

WARNING

Unless you (Debior) provide s {Lender) with evidenos of fnnsrages roverage ax reguived by
Sur agremments, we may purchase invurance a8 your expense fa profent our interest, This
msurance may, but need not, ales protect your Intersst. I the volioters! boowmes danvaged,
he voverage we parchase wmay not gy may clnim you make or suy clebn swede apsiest you,
You wmay later cancsd this eoverage by providing evidence that vou bave olitained property
coverage eivewhers.

You are vesponsible for the eost of any tesuranes purchesed by ws. The cost of this
insurases may be added s vour loss balsnen, 3688 cost i added to vour Iouw halance, the
imterest rate on the suderdying foan will apgly o thiz added amount. The sifective date of
eoverage muy be the date your peior soverape fapead oy the dute yun feiled to provide presad
o goversge.

The coverage we purchese may be convidersbly move expensive than THSUTNBCE Tou onw
obisin on your ows s sy wod satisfy sny need for propuvty sarage COVErEEe oY [uy
mondatory Hability hourasce requirerments imposed by applivable law.

Mo Changes in Debior. Without the prive writtes consert of Lender, which consent shall rat be
v withhald with sespect to & merger or asset sale, Dabior will not (I enter into any merger o
) fgidate o dissolveg () sell, tanefer or otherwise dispose of all or substastinlbe all of #s
vy chanpe thy form of srganiestion of its business or sate of orgsmizasion or Tormation: or (v} withow
; i Londer, chenge itx mame or e sief plecs of business,

e
Lx

¥R

tatosments fnchadad tn e U

- Debtor will provids to Lendsr #ts Finansial &
s, consisient with 3P ouidslines and

weonrities and Bychenge Oommis
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SECTIONG  SECTRITY INTEREST.

e AR

A3 Gt of Security Intersst. 4s oollatersl security for the prompt and somplats peyment and
purformance when dua of sil the Obligations and & induos Lender 1o soter ade this Agreement snd make the
Losne i acoondance with the tenwe hersof Diobior hersby grants to Lender g senfor senursty weberest iy, 2B}

Dieftor's right, title and interest in and to the Collsterad.

&2 Filing of Fineocing Siatenents. Deltor suthodizes Londer w0 prapare and fle awe §

stalement nevessary v Guslrabde t perfont Lender's seourity fntresd in the Uollatera, and amy continuat
sifoment or smendment with respect thersto, In sny appropriate fling office. Diebior hereby ratifieg the §
suy Dosncing steirnent Sed withont the signature of Dichéor priovio the dude hereof

8.3 Lender Sonointed as Attomey-in-Faer. For so long as Debtor has : vy Hnancinl ohlications 1o
Lender, Delor hershy ievocably mabes, constites, and appenote Lender {and vy of Lenders officers,

smployesy, o agents designated by Leader) as Debtor's e gud Fow il sttorser, with powssr o (i ¥ Dabire

' tmely 10 execute aud detiver any of the documents reguested by Lander pursusst to Sestion
Dreltor’s name on any such ducument; and {11} vodorse Debin’™s neeme onany of § Tnsnt Sey that
RS ¢ futo Lender’s poasessions. The spoointment of Lender ax Diehis
6 rights and powers, being coupled with g0 interest, Is frrevoosdlz,

M

e
&
%

3
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SECTIONT.  EVENTS OF BEFAULL

Each of the folfowing shall constinue an evenl of definell MSvent of Diefasl™) under this Agrecwment:

{a} Debtor shall 6 0 () make any payent of prineipal or interest on awy Loan when dus oy
{6} pay sy othier Obfigetion after the same Becomes dusy

)] Aly reprenentation or Farmanty sude by Deltor in this Agreoment or in sosseriion with
any Lusn, or by Debter fv any docment, sortificate or fimansiel or other stxtement now o hersafior Henished by
Debtor @ Lander in connection with this Agresment; shall af any thne prove fo be untros or musloading fn any
material respect a3 of the time when made: '

i) Dobwor shall Sl to ohenrve Ay stvenant, oomdition or sgrsement aontained i Sectioan 5,

{g} Deltor stmll fail 1o observe o perfonm sy other covenant, sondition or agresmsnt

comtained in Hds Agresment or any other Loan Docomvents, and such failurs shall contines wremedied for o
period of tes {10} Savs or more;

(s} There i, wader any agrement 1o which Delitor & 4 party, & dofauk in the pavmwnl o
eviommsros of any ridization to u Person resulting in & right by suck Person to sorelerate fhe myturity of any

nadebiadoesy, sealine on sy coliaters], or tormingte ; Yy sgresment material to Debin’s bustuess:

7

Faetd

& Debtor is unable o pay is debits {inchuding trade dehi) as they become dus or oifterwise
bocomss insolvent, or Debtor or any sebsidiary of Debtor commeneey an Inselvency Procseding:

g} An fusobvency Procesding shall have been commenesd against Debtor or any subsidiscy

of Debtor snd & not disevissed or staved within frre-five (45) days after the commencsment of sech proceding:

3

T Any material adverss changs o the buxiness, opsestions ov fnsocial condition of Pebiy
LOCUrs] oy

{f) A change & owaerslip of forty-nine percent (9995 or more of the stock or other coqul
mtevests i Dol

SECTION®  REMEBIFS.

atign. I an Bvent of Detenlt specified iy Section T} {only with respent
Procesding} or {5y sl oscur, then the Commitment shall immadiately
the Losns aned ol other Obligstions shall hecome inunediately dus and pavable without any sotiow
aor. W any otber Bvent of Defult shall acest sud b continslng, Hen, and any such

: Nrout any sotios or demand, §) suspend nr termingte forthowith the Commitment and {1}
declare the Losns sud all other {iidigntions to e immedintely due and payakle,

83 Acditional Remedios. e Bvent of Defiolt shall ocony and be vontinuing, Lender may axercise,

widition fo all other righty s remedies granied & ¥ I this Agreornent and o wny offier instrament or agroamen
aring, evidenciag or relsting o the Ubliostions, all vighis snd romeddies of & seeditor, whether secured or wsecured,
sader the Code o umder any other spplicable law, Withyut fimiting the pererality of the foveging, Debior sareos thet in
any such event, Lendes, without notics or demind af sy kingd (except the notics specified below of the Hme and phce of

publie or private sale) to or upon Debior or any other Person fall sad eack of which dowmands and notices are
& 3 % {

¥
: Yy

Sereby exnpressly wabved), - forthwith codloct, veoeive, appropriste and rmalize gpon e Collatend, ar 0y Pt
therent, and may forduwith s, lease, § ssige, transier, give option of options 1o purchase of ofherwise dapose of

aud deliver the Dollateral (o contrct o do soh or any part thersef v ome or more parvels ab publin o privage sele or

Exeeutable Q8 Low sad Seourity Sgrsement
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sades, ot any mfi&*‘gﬁﬁ o braker’s boted or st sy of Lenders offtors o elsewhere & such prices as # psy
casly oF et oredi® or for S delivery seithout assinption of any crsdi sisk, Im{ix: shall have the rigln u“{}ﬁ kY sm,éz
public sade or salew, tn fhe cxtens pernatied by lawy, merohass the wd ae;e or amy part of e Collstiesl 2o oM, Seeof
sy night or eysity of redemption in Deblor, which right or aquity is hereley amzxs:&; miﬁasm Lender shall apply
the net procesds of &y such collecon, recovary, i, apgopriation, reatistion, disposition or sule {affer dedusting sl
reasonable oosts and sxpensas of sy Rind ineuened by Lender or et idental t the ey dispasition, core, saflweping,
sropsraton for sale or otherwiae off any or 2ff of e Collatersd or i any way solating fo the rights of Lender horss ursder;
meluding ressonsbis atforpeys’ fes and be\af SXpunses} o the pavment i whade or &0 part of the Obligations, in
such order a2 Lendey oy stect andd only afler so applying such net provests and afier the | payment by Londer of
amy other amount requived by any provision of b, shall Lender sccoms for the swplus, ¥ any, o Delge. Tothe
extunt permited by &Wﬁm&%& baw, Debtor wabhves gl clabms, demapes, and demends &gamst Lendey wising out of the
reposasssion, relention or sale of the ,ceiisms“ﬁia Debtar agrees that Lender need B give mose they fen (1) davs
matice fwhich notifiestion Sull be desroed ghven when maded I socordinee se with Seotion 227 of the tims and pdace of
sy pubils sele or of the time afterwhich & private sale sy take place and that such notios i ressonsble netiftoation of
such matters, Debior shall he taable for any deficlency ¥ the procesds of any ssie or disposition of the Collmteral zes
msufficient o pay e Ohligations andall aﬁw amonny isrs &i}‘!iuk Londer is emitled,

Mv

8.3 Cumwilative Remedies, Lendor's rights and remodies under this Agreenent end e other Laas
Dincuments are cumulntive gnd may be exersiie xi singubarly or concurrently, Lender hay all sights and revedies
provided under this Agree cent, the Code, Iy fiw, orin eouity, Lender's axsreise of Ay riglt or romedy  not aw
slection, and wo foilore o de fav on the pant of Lender In oxew zsmé, any right, remedy g\{mm or wivilege
erstnder or snder any Mot shall Popirale 85 2 waber thereo!, nor shall sy single or partial o exeroiss of any o gﬁi
semedy, povesy or privilege hersunder ar theveunder precluds any other or further exprCise tﬁamm o the axervize

of agy odher Hinthe, remedy, prwar or peivilege,

84 W By Dobter. Delvor hevely wadves present trmeet, dusmand, profest or wrgy notios, sxcept as

resaly provided in Seotion 8 o the extont peomited by sppleable lsw) of any bind i consestion with this

f&@:wmsr“* or any Collateral To $he sctont perantted by the Cods or athee v apphicable law, Debtor walves S5 any

Tights mow oy Mﬁaﬁa‘ conferved By statste o ofherwise witich Iimit ar modify any of Londer's rights or renedien
under this Agreamen

‘

SECTIONS.  MISCELLANEOUS.

8.1 Jing and Severs] Oblisations. I Debtor anusists of more than one person nr entity
Obligations of mﬁtar under this Agresment aﬁaii be hint and gsevarsd, and afl seferanices to Debly shall me
sach and svery Doldor,

5 g

82 Matiess. AN notices, reguasts and desands fo or upos any party hersto shall be deemed to have
bosn daly gm\:ﬂ {13 e £3) Emmms vy afler a;\cm{g deposited fn the { *mted &i&ixw maat, proper postage prepad
when sent by registered or certified m i, addeessed to such party s fol x or 4 such other addvess as sy be
hereadler sﬁ&:ﬁg}mﬁ in weithng by x W’i& party to the ofher panty f'zm%. as of the Business Day sfler the da}?
dediverad to 2 nationally re resogniaed mu‘mghi sourier when delivers ia *mm courier by sonder iy Himely fashion
S0 88 Lo pormil noxt-day delivery; (§5) dpon defivary, when g:svrwm?iv deltbvered; snd gi\‘& upon dispetol whan sent
&y Trositile machine with ﬁmimﬁaﬁ;m of transorittal sompletion recived ko \mdgr*

-k

v

Debog: QUANTURSPHERE, INC., & Nevads Sorporation
905 Tach Center Drive
Sante Ang, DA 92705
Artention: $regory L Bmeir
Faoo (71433458288

O OO O
B o T N S P G X B N . . S
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Lender NOVUS CAPITAL GROUP, LLC, a Delaware Limited Liability
Company
AS00 SW Keose Way, Soite 190
Lake Ovwego, OR 98035
Abtention: Jiwm Johnaon
Fax: {5551 S05-8888

83 Todenuwiy.

] Debtor sgroed to pay, and @ indennify and save Lender haraless from any and alt taves,
teding, withe Haitation, sales: uas, ¢ § and persoval propesty fuxes {other thaw any sorposste invome,
capital, franolise or sivflar tuones payable by Lander with soxpent to the pavDIeTEs wmade W Lender berewndes) and
all Heense, fling, snd repistration fees ang assowanentys and other churges, ¥ any, which may be payable or
determined to be paysble in convection with the sxecution, defivery and performance of 4 s Apresment or the
Motes ov vy inadifiestion thereof,

b} Drebror horeby further agrees to pay. dndemnify, and hold Lender harmlese from and
against any and &l sther Habilities, shligations, fosses, damages, prasities, chaisns, actiong, sudpraenis sudte, o
of-poeket coste, experises fnclnding logal expenses) or dishursements of sy Mind or nature whateosver srising
ot of or relating o the Loan Dosuments or trsnsactions desoribed thersin, provided, thet Deltor shall fove na
bligation hersunder with respect to Indemuified Habilin

v
: s wrisig from the gross aeglizence or willin
couduct of Lender, as finally determined by 2 court of competont Jarisdiction,

4 Payment of Lender’s Costs. Debtor BpINeE o pay wpon demnand all of Lender's ont-afpocket
sxpenses, including attomeys’ foss, tnourrad in connecting with the negotiation wod preparation of the Loan
Documents, fordeding any amendments or modiffoations thersto, I an Event of Uefanlt shall ccour and e
g, Deblor agrees to relmberse Lender o ity redsamable attornee’s oo, toun costs and cnllection sostg,
wihuther or aot any Htigation i« vormmencsd by Londer, wiiich are tncurred By Lewder fo enftwes oy Iterpet any of
the Lown Docmments or onlleer any Obligations due & Lender, ol g, without Hmitatian, {3 the reasonable
sosts sad foes of g collection sgenay: and (i} stiormey’s foes and soets monrmd st trial, on appeal and in sy
wmediaion, srhivution o vankruptey provesding. AR such amounts slall, wnill pald by Debioe st Lender,
ooustitute Obligations of Debtor secured by the Coll toral and shall be prvable on demand,

3

&3 Expeaditoss v Lender. 1 not discharged or paid when due, Lender geay (et shall ned he
obligated to) discharps or PaY any sauiunts soquired 8 be discharged o paid by Debtor under Wiy Agroement,

inclading witheud Hwyifation all taxex, liens, encwmbrances, snd sther slaimg, at sny Sme lovied or plaved on the

Collateral. Londer alss may (hut shall not ba o Bligated to} pay all vosts for innwring, Maintaining and presarving

g

the Collatoral. AH sl expenditurss incurred or pinid Iy Londer for such porposes will then bear biorest &t the
highest rate spplicads to G {Hsligations frony the date fncurred ap paid b Lewder to the dute of repayvment and

hall be payable on demand. Any sction by Lender heveunder shall not be Comstraed as euving any Sefalt so asto
rar Lender from any vermedy that i woudd othierwise Bave,

%

b ol

e

2.6 Suryi Reproscutations and Warsaties, AR sepre W warranties made in this
Agreement andd suy centificates delivered purstant hereto or thereto shail v ¢ of
iz Agresment and the makive of the Loans horsundey, and the agreements contained iy Section 83 shall murvive
Payment of the Motes,

87 Amendment. Walvers. No provision of this Agrsement, the Nivtes, oe awy related AETCOINENIR,
wmay be amended o modified In Sy way, wor may noncompliznes therewith be waived, ERSOPE pOTSuant 10 5

tten instrument sxecuted by Lender and Debtor,

Exeonteble (81 Low and Secoriy Agreenent Page ol 18
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S8 Comdepants. This Agreasmont may he sxsomed by the putes horsty on any aumber of
separats counterparts, sach of which whes so sxecnted andd delivered shall b an original, but alf such cowerTRg
shall togeflier constinste but nne and e aame Hstromend.. Ryesuiod Cotnterparts may be tansmitted between
Lebtor and Lender as 1) documents boaring oviginal sipnanses sent vis tail or evernight express, 30 fosimils, or
Hi} POF copies sent slectrondealiy and all exevuted vonnterpants, no matier fow bunsmitted shall be icgally
binding sa otk Debtor and Lender, '

__ §%  Headiegs The headings of Sie Soctions and Paragraphs are for convenisnce only, are not e
ol tire Agresmant sod shall not be deomed o affeet the mataning or cunstruction of ary of the provisions hersef

S Buceessors or Assigms. This Agrocment shall be binding upon and inwre to the bensfiy of
Debtor and Lender and theie respective sucoovors and assigns, wvoapt that Debior may not assis o trengder e

rights or any intoreat hereunder,

R sate Agreomens. Thig Agroement, fwluding aff Mostes, Rupplomenss, Schedulsy and Toan
Docunenty ralat : the fete, final and anclosive statement of the torme of the agrossent
betwesn Lander and Dobor relatin tows herahy contemplated,

32 Choice of Law and Yerue: fin v Erisl Wabver,

&) THES AGREEMENT AND THE OTHER LOAN DOCUMENTS SHALL BE
GUVERNED BY AND CONSTRIED v ACCORDANCE WITH THE LAWS OF THE STATE oF
OREGON, Witanur REGARD T0 ITS CONFILICT OF LAY FROVIZIONS,

{0 DEBTOR IRERVOCARLY SUBMITS TV THY PERSOWAL SURISBICTION
ANY STATE OR PEDERSL COURT IN THE BTATE OF OREGON) WITH VENDY W™
SLATKAMAR COUNTY, ORFGG 't PROVIDED THAT NOTHING IV THIR AGREREMENY SHaLL
SE DEIMED OR OPERATY TO PRECLUDE LERDER Fuow BRINGING SUITY OR Taxwg

THER LEGAL ACTION AGAINSY DEBTORGR T HE COLLATERAL I¥ CALIFOBRNIA, Ealu oy
THE PARTIES HERETO EAPRESSLY SUBMITS AND CONBENTE IN ADVWANCE TO SR
SURISTMUTION I8 ANY ACTION OR SURY COMMENCED IN ARV 5UCH CTHIRT, AND EACH OF

THY PARTIES SERETO HERERY WAIVES ANY ORIECTION wWaies o BIAY HAVE BasEp

“

T

PON LACK OF DPERSONAYL JURISBICTION, IMPROPER VENUE 3R FORUM NOX
QUNVENIENS, BACH OF TR PARTIES HERETO HERSEY SWAIVES FERBOMAL SERVICE OF
THE SUMMONS, COMPLAINT AND OTHER PROCESS ISSUED I Ay sy AUTION OF sty
AND AGRETS THAY SERVICE OF suen SUMBMONS, COMPLAINT 4ND OTHER PROCESS M4
BE BADE BY REGISTERED OR OFRTIVED MAIL ADDRESSED TO IY AT THE ADDRYSS S
. N HERETN, AND THATY SERVICE S0 MADS SHALL BE DERMED COMPLETEDR UPON THE
TARLIER OF SUCH PARYY'S ACTUAL RECEIPT THEREGP OR THREE 5 BAYE AFTER
DEPOTY IN THE U.8. MATL, PROPER POSTACE PHEPAID.

fas

{e} DEBTOR AND LENDER UTRERY WATVE THERIR RESPECTIVE RIGHTR YO
A SURY TRIAL 0F ANY CLADM OB CAUSE OF A0 TEON BASED UPON OB ARISING OUT OF 4NY
OF THE LOAW DOCUMENTS OR ANY OF THE TRANSBACTIONS CONTEMPLATED THERRN,
INCLUDING CONTRACT CLAIMES, TORYT CLAITMS, BEESOR OF DY CLATME, AND ALY
OTHER COMMON LAW OR STATUTORY CLAIVE, DEBTOR AND LENDER REPRESENT THAY
FACH HAS REVINWED THIS WAIVER AND BACH KNOWINGLY AND VOLUNTARLY WAIVES
ITH JURY TRIAL BIGHYS N THE EVENY OF LITICATION, 4 COFY OF THIS AGRERMENT
MAY BE FILED 48 & WRITTEN CONSENT T & TRIAL BY THE COQURT.

213 Correction of Losn Dosuenents, Lender Ty covreet patas errors awd B i sy Blards s e
Losn Documents consistent with the agreement of thy rarties,

Ereouable 057 Loan and Seourity Sgrestmsnt Bage ti el is
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Sovarabilie inte

ot o fanidt Chergos o Maxinnon Lawhs Ksto, ¥ o count of competent
i Agrosment or other Loan Decuments 1o be ivalid or unenforpeabls 8 fo
wianee, siwh fSndisg shall sot render that provision el or v orcesile 8 80 ey other
drnemstances, I fess 1 be degoed o by moditied to be witlin
the Hwdts of sofsoesbility or validity, however, if the otiending provision cameot Be so modified, & whall be

ok and sl other provisions of this Agresment i all other sesposts shall remain valid and onforcesdly, In no
event shall the intuvest rate or nates payable mnder the Notes, plus sy other amounts psid in conpestion herswith
e therewith, excesd the Nghost rate permissible wder sy dawe thiat w vt of covapeteny S
nal determination, desm applicable.

RRE
Jurisdiction finde any provision of ¢
ANV PETSON OF ot

u

fy]
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#15 Time o ofthe Bsence. Time is of the essonor in the perfivmascs of this Sgreement,

UNDER OREGON LAW, MOST ACRERMENTS, FROMISES AN COMMITMENTS MADE
BY U (LENDER) CONCERNING LOANS AND OTHER CREDIT EXTENSIONS WHICH S8F MY
VOR PERSONAL, FAMILY OR HOUSEHOLD PURPOSES OR SECURED SOLELY BY THE
BOBROWER'S RESIDENCE MUST BE IN WRITING, EXPRESS CONSIDERATION AND BE
BHGNED BY US TO BE ENFORCRABLE.

IV WITNESS WHEREOQF, the partios horcio have caused this Agresment o be exeruted and dethuersd
syofte {9 day of Tane, Mg,

T W

P

LEMDER: DEBTOR:

NOVUS CAPFITAL GROUP, LI, QUANTUMSPHERE, I8,
ity & Movada compovation

& Defawwre Bowed §

A R

SRR
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