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Item 1.01 Entry Into a Material Definitive Agreement
 

On March 21, 2017, Polar Power, Inc. (the “Company”) entered into a Business Loan Agreement, Relationship Ready Credit
Agreement and Assignment of Deposit Account with Citibank, N.A. for a revolving credit facility for an aggregate amount of up to
$1,000,000. The credit facility will expire at such time the parties mutually agree to terminate the credit facility or at the election of the
lender. Interest accrues on the principal amount of revolving loans outstanding under the credit facility at a rate equal to the greater of (i)
the prime rate of interest as published by Citibank, or (ii) the one-month London Interbank Offered Rate plus 2.0%. Amounts outstanding
from time to time under the credit facility are due and payable monthly in an amount equal to the greater of 2.0% of the outstanding
principal balance or $100, plus accrued interest. Upon the termination of the credit facility, any amounts owed under the credit facility will
be payable by the Company in 48 equal consecutive monthly installments of principal, together with accrued monthly interest and any other
charges beginning the first calendar month after the date of cancellation. The credit facility is also subject to an annual finance charge of
$2,500, which amount has been waived for the first year. The credit facility is secured by a Certificate of Deposit (restricted cash) account
opened by the Company with Citibank in the amount of $1,000,000.

 
The Company’s credit facility contains negative covenants prohibiting it from (i) creating or permitting to exist any liens, security

interests or other encumbrances on the Company’s assets, (ii) engaging in any business activities substantially different than those in which
the Company is presently engaged, (iii) ceasing operations, liquidating, merging, transferring, acquiring or consolidating with any other
entity, changing its name, dissolving or transferring or selling collateral out of the ordinary course of business, or (iv) paying dividends on
the Company’s capital stock (other than dividends payable in stock).
 
Item 2.02 Results of Operations and Financial Condition.

 
On April 28, 2017, the Company issued a press release announcing certain results of operations for the three months ended March

31, 2017. A copy of the press release is furnished (not filed) as Exhibit 99.1 to this Current Report on Form 8-K and is incorporated herein
by reference.

 
The information furnished in this Item 2.02 of this Current Report on Form 8-K and Exhibit 99.1 attached hereto shall not be

deemed “filed” for the purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise
subject to the liabilities of that section. The information in this Item 2.02 of this Current Report on Form 8-K is not incorporated by
reference into any filings of Polar Power, Inc. made under the Securities Act of 1933, as amended, or the Exchange Act, whether made
before or after the date of this Current Report on Form 8-K, regardless of any general incorporation language in the filing unless
specifically stated so therein.
 
Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.
 

On March 21, 2017, the Company entered into a Business Loan Agreement, Relationship Ready Credit Agreement and
Assignment of Deposit Account with Citibank, N.A. for a revolving credit facility for an aggregate amount of up to $1,000,000 , as
described above under Item 1.01. The disclosures regarding the Business Loan Agreement, Relationship Ready Credit Agreement and
Assignment of Deposit Account contained above under Item 1.01 are incorporated herein by reference.
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Item 9.01 Financial Statements and Exhibits.

 
(d) Exhibits.

 
 Number  Description
    
 10.1  Business Loan Agreement, dated March 21, 2017, by and between Polar Power, Inc. and Citibank, N.A.(#)
    
 10.2  Relationship Ready Credit Agreement, dated March 21, 2017, by and between Polar Power, Inc. and Citibank,

N.A.(#)
    
 10.3  Assignment of Deposit Account, dated March 21, 2017, by and between Polar Power, Inc. and Citibank, N.A.(#)
    
 99.1  Press Release dated April 28, 2017
 

(#) Certain of the agreements filed as exhibits to this report contain representations and warranties made by the parties thereto. The
assertions embodied in such representations and warranties are not necessarily assertions of fact, but a mechanism for the parties to
allocate risk. Accordingly, investors should not rely on the representations and warranties as characterizations of the actual state of
facts or for any other purpose at the time they were made or otherwise.
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SIGNATURE

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its

behalf by the undersigned hereunto duly authorized.
 
Date: May 15, 2017 POLAR POWER, INC.
  
 By: /S/ ARTHUR D. SAMS
  Arthur D. Sams
  President, Chief Executive Officer and Secretary
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EXHIBITS FILED WITH THIS REPORT

 
 Number  Description
    
 10.1  Business Loan Agreement, dated March 21, 2017, by and between Polar Power, Inc. and Citibank, N.A.
    
 10.2  Relationship Ready Credit Agreement, dated March 21, 2017, by and between Polar Power, Inc. and Citibank,

N.A.
    
 10.3  Assignment of Deposit Account, dated March 21, 2017, by and between Polar Power, Inc. and Citibank, N.A.
    
 99.1  Press Release dated April 28, 2017
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Exhibit 10.1

 

 
 

BUSINESS LOAN AGREEMENT
 

Borrower: Polar Power, Inc. Lender: Citibank, N.A.
 249 E. Gardena Boulevard  6801 Colwell Boulevard
 Gardena, CA 90248  Irving, TX 75039

 
THIS BUSINESS LOAN AGREEMENT dated March 21, 2017, is made and executed between Polar Power, Inc. ("Borrower")
and Citibank, N.A. ("Lender") on the following terms and conditions. Borrower has received prior commercial loans from Lender
or has applied to Lender for a commercial loan or loans or other financial accommodations, including those which may be
described on any exhibit or schedule attached to this Agreement. Borrower understands and agrees that: (A) in granting, renewing,
or extending any Loan, Lender is relying upon Borrower's representations, warranties, and agreements as set forth in this
Agreement; (B) the granting, renewing, or extending of any Loan by Lender at all times shall be subject to Lender’s sole judgment
and discretion; and (C) all such Loans shall be and remain subject to the terms and conditions of this Agreement.

 
TERM. This Agreement shall be effective as of March 21, 2017 and shall continue in full force and effect until such time as all of
Borrower's Loans in favor of Lender have been paid in full, including principal, interest, costs, expenses, attorneys' fees, and other fees and
charges, or until such time as the parties may agree in writing to terminate this Agreement.
 
CONDITIONS PRECEDENT TO EACH ADVANCE . Lender's obligation to make the initial Advance and each subsequent Advance
under this Agreement shall be subject to the fulfillment to Lender's satisfaction of all of the conditions set forth in this Agreement and in the
Related Documents.
 

Loan Documents. Borrower shall provide to Lender the following documents for the Loan: (1) the Note; (2) Security Agreements
granting to Lender security interests in the Collateral; (3) financing statements and all other documents perfecting Lender's Security
Interests; (4) evidence of insurance as required below; (5) together with all such Related Documents as Lender may require for the
Loan; all in form and substance satisfactory to Lender and Lender's counsel.
 
Borrower's Authorization. Borrower shall have provided in form and substance satisfactory to Lender properly certified resolutions,
duly authorizing the execution and delivery of this Agreement, the Note and the Related Documents. In addition, Borrower shall have
provided such other resolutions, authorizations, documents and instruments as Lender or its counsel, may require.
 
Payment of Fees and Expenses. Borrower shall have paid to Lender all fees, charges, and other expenses which are then due and
payable as specified in this Agreement or any Related Document.
 
Representations and Warranties. The representations and warranties set forth in this Agreement, in the Related Documents, and in any
document or certificate delivered to Lender under this Agreement are true and correct.
 
No Event of Default. There shall not exist at the time of any Advance a condition which would constitute an Event of Default under this
Agreement or under any Related Document.
 

REPRESENTATIONS AND WARRANTIES. Borrower represents and warrants to Lender, as of the date of this Agreement, as of the
date of each disbursement of loan proceeds, as of the date of any renewal, extension or modification of any Loan, and at all times any
Indebtedness exists:

 
Organization. Borrower is a corporation for profit which is, and at all times shall be duly organized, validly existing, and in good
standing under and by virtue of the laws of the Slate of Delaware. Borrower is duly authorized to transact business in all other states in
which Borrower is doing business, having obtained all necessary filings, governmental licenses and approvals for each state in which
Borrower is doing business. Specifically, Borrower is, and at all times shall be, duly qualified as a foreign corporation in all states in
which the failure to so qualify would have a material adverse effect on its business or financial condition. Borrower has the full power
and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage.
Borrower maintains an office at 249 E. Gardena Boulevard, Gardena. CA 90248. Unless Borrower has designated otherwise in writing,
the principal office is the office at which Borrower keeps its books and records including its records concerning the Collateral. Borrower
will notify Lender prior to any change in the location of Borrower’s state of organization or any change in Borrower’s name. Borrower
shall do all things necessary to preserve and to keep in full force and effect its existence, rights and privileges, and shall comply with all
regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-governmental authority or court applicable to
Borrower and Borrower's business activities.
 
Assumed Business Names. Borrower has filed or recorded all documents or filings required by law relating to all assumed business
names used by Borrower. Excluding the name of Borrower, the following is a complete list of all assumed business names under which
Borrower does business: None.
 
Authorization. Borrower's execution, delivery, and performance of this Agreement and all the Related Documents have been duly
authorized by all necessary action by Borrower and do not conflict with, result in a violation of, or constitute a default under (1) any
provision of (a) Borrower's articles of incorporation or organization, or bylaws, or (b) any agreement or other instrument binding upon
Borrower or (2) any law, governmental regulation, court decree, or order applicable to Borrower or to Borrower's properties.
 



Financial Information. Each of Borrower's financial statements supplied to Lender truly and completely disclosed Borrower's financial
condition as of the date of the statement, and there has been no material adverse change in Borrower's financial condition subsequent to
the date of the most recent financial statement supplied to Lender. Borrower has no material contingent obligations except as disclosed
in such financial statements.
 
Legal Effect. This Agreement constitutes, and any instrument or agreement Borrower is required to give under this Agreement when
delivered will constitute legal, valid, and binding obligations of Borrower enforceable against Burrower in accordance with their
respective terms.
 
Properties. Except as contemplated by this Agreement or as previously disclosed in Borrower's financial statements or in writing to
Lender and as accepted by Lender, and except for property tax liens for taxes not presently due and payable, Borrower owns and has
good title to all of Borrower's properties free and clear of all Security Interests, and has not executed any security documents or
financing statements relating to such properties. All of Borrower's properties are titled in Borrower's legal name, and Borrower has not
used or filed a financing statement under any other name for at least the last five (5) years.
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Hazardous Substances. Except as disclosed to and acknowledged by Lender in writing, Borrower represents and warrants that: (1)
During the period of Borrower's ownership of the Collateral, there has been no use, generation, manufacture, storage, treatment,
disposal, release or threatened release of any Hazardous Substance by any person on, under, about or from any of the Collateral, (2)
Borrower has no knowledge of, or reason to believe that there has been (a) any breach or violation of any Environmental Laws; (b) any
use, generation, manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about or
from the Collateral by any prior owners or occupants of any of the Collateral: or (c) any actual or threatened litigation or claims of any
kind by any person relating to such matters. (3) Neither Borrower nor any tenant, contractor, agent or other authorized user of any of the
Collateral shall use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or from any of
the Collateral; and any such activity shall be conducted in compliance with all applicable federal, state and local laws, regulations, and
ordinances, including without limitation all Environmental Laws. Borrower authorizes Lender and its agents to enter upon the Collateral
to make such inspections and tests as Lender may deem appropriate to determine compliance of the Collateral with this section of the
Agreement. Any inspections or tests made by Lender shall be at Borrower's expense and for Lender's purposes only and shall not be
construed to create any responsibility or liability on the part of Lender to Borrower or to any other person. The representations and
warranties contained herein are based on Borrower’s due diligence in investigating the Collateral for hazardous waste and Hazardous
Substances. Borrower hereby (1) releases and waives any future claims against Lender for indemnity or contribution in the event
Borrower becomes liable for cleanup or other costs under any such laws, and (2) agrees to indemnify, defend, and hold harmless Lender
against any and all claims, losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer
resulting from a breach of this section of the Agreement or as a consequence of any use, generation, manufacture, storage, disposal,
release or threatened release of a hazardous waste or substance on the Collateral. The provisions of this section of the Agreement,
including the obligation to indemnify and defend, shall survive the payment of the Indebtedness and the termination, expiration or
satisfaction of this Agreement and shall not be affected by Lender's acquisition of any interest in any of the Collateral, whether by
foreclosure or otherwise.
 
Litigation and Claims. No litigation, claim, investigation, administrative proceeding or similar action (including those for unpaid taxes)
against Borrower is pending or threatened, and no other event has occurred which may materially adversely affect Borrower's financial
condition or properties, other than litigation, claims, or other events, if any, that have been disclosed to and acknowledged by Lender in
writing.
 
Taxes. To the best of Borrower's knowledge, all of Borrower's tax returns and reports that are or were required to be filed, have been
filed, and all taxes, assessments and other governmental charges have been paid in full, except those presently being or to be contested
by Borrower in good faith in the ordinary course of business and for which adequate reserves have been provided.
 
Lien Priority. Unless otherwise previously disclosed to Lender in writing, Borrower has not entered into or granted any Security
Agreements, or permitted the filing or attachment of any Security Interests on or affecting any of the Collateral directly or indirectly
securing repayment of Borrower's Loan and Note, that would be prior or that may in any way be superior to Lender's Security Interests
and rights in and to such Collateral.
 
Binding Effect. This Agreement, the Note, all Security Agreements (if any), and all Related Documents are binding upon the signers
thereof, as well as upon their successors, representatives and assigns, and are legally enforceable in accordance with their respective
terms.

 
AFFIRMATIVE COVENANTS. Borrower covenants and agrees with Lender that, so long as this Agreement remains in effect, Borrower
will:

 
Notices of Claims and Litigation. Promptly inform Lender in writing of (1) all material adverse changes in Borrower's financial
condition. and (2) all existing and all threatened litigation, claims, investigations, administrative proceedings or similar actions affecting
Borrower or any Guarantor which could materially affect the financial condition of Borrower or the financial condition of any
Guarantor.
 
Financial Records. Maintain its books and records in accordance with GAAP, applied on a consistent basis, and permit Lender to
examine and audit Borrower's books and records at all reasonable times.
 
Financial Statements. Furnish Lender with the following:

 
Additional Requirements.
 
Such other financial statements and related information in such form and detail as may be satisfactory to Lender within thirty (30)
days of Lender's request. For the avoidance of doubt, Borrower agrees that all financial statements and other information required
to be delivered to Lender under this Agreement or any Related Document will be delivered for the most recent fiscal or calendar
period (as applicable) ended immediately prior to the date hereof and each fiscal or calendar period thereafter as required herein or
in any Related Document.

 
All financial reports required to be provided under this Agreement shall be prepared in accordance with GAAP, applied on a consistent
basis, and certified by Borrower as being true and correct.

 



Additional Information. Furnish such additional information and statements, as Lender may request from time to time.
 
Insurance. Maintain fire and other risk insurance, public liability insurance, and such other insurance as Lender may require with
respect to Borrower's properties and operations, in form, amounts, coverages and with insurance companies acceptable to Lender.
Borrower, upon request of Lender, will deliver to Lender from time to time the policies or certificates of insurance in form satisfactory to
Lender, including stipulations that coverages will not be cancelled or diminished without at least ten (10) days prior written notice to
Lender. Each insurance policy also shall include an endorsement providing that coverage in favor of Lender will not be impaired in any
way by any act, omission or default of Borrower or any other person. In connection with all policies covering assets in which Lender
holds or is offered a security interest for the Loans, Borrower will provide Lender with such lender's loss payable or other endorsements
as Lender may require.
 
Insurance Reports. Furnish to Lender, upon request of Lender, reports on each existing insurance policy showing such information as
Lender may reasonably request, including without limitation the following: (1) the name of the insurer; (2) the risks insured; (3) the
amount of the policy; (4) the properties insured; (5) the then current property values on the basis of which insurance has been obtained,
and the manner of determining those values; and (6) the expiration date of the policy. In addition, upon request of Lender (however not
more often than annually), Borrower will have an independent appraiser satisfactory to Lender determine, as applicable, the actual cash
value or replacement cost of any Collateral. The cost of such appraisal shall be paid by Borrower.
 
Other Agreements. Comply with all terms and conditions of all other agreements, whether now or hereafter existing, between
Borrower and any other party and notify Lender immediately in writing or any default in connection with any other such agreements.
 
Loan Proceeds. Use all Loan proceeds solely for Borrower's business operations, unless specifically consented to the contrary by
Lender in writing.

 
Taxes, Charges and Liens . Pay and discharge when due all of its indebtedness and obligations, including without limitation on
assessments, taxes, governmental charges, levies and liens. of every kind and nature, imposed upon Borrower or its properties, income,
or profits, prior to the date on which penalties would attach, and all lawful claims that, if unpaid, might become a lien or charge upon any
of Borrower's properties, income, or profits, Provided however. Borrower will not be required to pay and discharge any such assessment,
tax, charge, levy, lien or claim so long as (1) the legality of the same shall be contested in good faith by appropriate proceedings, and (2)
Borrower shall have established on Borrower's books adequate reserves with respect to such contested assessment, tax, charge, levy,
lien, or claim in accordance with GAAP.

 
Performance. Perform and comply, in a timely manner, with all terms, conditions, and provisions set forth in this Agreement, in the
Related Documents, and in all other instruments and agreements between Borrower and Lender. Borrower shall notify Lender
immediately in writing of any default in connection with any agreement.

 
Operations. Maintain executive and management personnel with substantially the same qualifications and experience as the present
executive and management personnel; provide written notice to Lender of any change in executive and management personnel: conduct
its business affairs in a reasonable and prudent manner.
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Environmental Studies. Promptly conduct and complete, at Borrower's expense, all such investigation, studies, samplings and testings
as may be requested by Lender or any governmental authority relative to any substance, or any waste or by-product of any substance
defined as toxic or a hazardous substance under applicable federal, state, or local law, rule, regulation, order or directive, at or affecting
any property or any facility owned, leased or used by Borrower.
 
Compliance with Governmental Requirements. Comply with all laws, ordinances, and regulations, now or hereafter in effect, of all
governmental authorities applicable to the conduct of Borrower's properties, businesses and operations, and to the use or occupancy of
the Collateral, including without limitation, the Americans With Disabilities Act. Borrower may contest in good faith any such law,
ordinance. or regulation and withhold compliance during any proceeding, including appropriate appeals, so long as Borrower has
notified Lender in writing prior to doing so and so long as, in Lender's sole opinion. Lender's interests in the Collateral are not
jeopardized. Lender may require Borrower to post adequate security or a surety bond, reasonably satisfactory to Lender, to protect
Lender's interest.
 
Inspection. Permit employees or agents of Lender at any reasonable time to inspect any and all Collateral for the Loan or Loans and
Borrower's other properties and to examine or audit Borrower's books, accounts, and records and to make copies and memoranda of
Borrower's books, accounts, and records. If Borrower now or at any time hereafter maintains any records (including without limitation
computer generated records and computer software programs for the generation of such records) in the possession of a third party,
Borrower, upon request of Lender, shall notify such party to permit Lender free access to such records at all reasonable times and to
provide Lender with copies of any records it may request, all at Borrower's expense.
 
Environmental Compliance and Reports. Borrower shall comply in all respects with any and all Environmental Laws: not cause or
permit to exist, as a result of an intentional or unintentional action or omission on Borrower's part or on the part of any third party, on
property owned and/or occupied by Borrower, any environmental activity where damage may result to the environment, unless such
environmental activity is pursuant to and in compliance with the conditions of a permit issued by the appropriate federal, state or local
governmental authorities: shall furnish to Lender promptly and in any event within thirty (30) days after receipt thereof a copy of any
notice, summons, lien, citation, directive, letter or other communication from any governmental agency or instrumentality concerning
any intentional or unintentional action or omission on Borrower's part in connection with any environmental activity whether or not there
is damage to the environment and/or other natural resources.
 
Additional Assurances. Make, execute and deliver to Lender such promissory notes, mortgages, deeds of trust, security agreements,
assignments, financing statements, instruments, documents and other agreements as Lender or its attorneys may reasonably request to
evidence and secure the Loans and to perfect all Security Interests.

 
LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in the Collateral
or if Borrower fails to comply with any provision of this Agreement or any Related Documents, including but not limited to Borrower's
failure to discharge or pay when due any amounts Borrower is required to discharge or pay under this Agreement or any Related
Documents. Lender on Borrower's behalf may (but shall not be obligated to) take any action that Lender deems appropriate, including but
not limited to discharging or paying all taxes, liens, security interests, encumbrances and other claims, at any time levied or placed on any
Collateral and paying all costs for insuring, maintaining and preserving any Collateral. All such expenditures incurred or paid by Lender for
such purposes, with the exception of insurance premiums paid by Lender with respect to motor vehicles, but including the payment of
attorneys' fees and expenses, will then bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date
of repayment by Borrower. All such expenses will become a part of the Indebtedness and, at Lender's option, will (A) be payable on
demand: (B) be added to the balance of the Note and be apportioned among and be payable with any installment payments to become due
during either (1) the term of any applicable insurance policy: or (2) the remaining term of the Note: or (C) be treated as a balloon payment
which will be due and payable at the Note's maturity.
 
NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borrower shall not,
without the prior written consent of Lender:

 
Additional Financial Restrictions.
 
Liens and Encumbrances. Create or permit to exist any liens, security interests or other encumbrances on any of Borrower's assets.
 
Continuity of Operations. (1) Engage in any business activities substantially different than those in which Borrower is presently
engaged. (2) cease operation, liquidate, merge, transfer, acquire or consolidate with any other entity, change its name, dissolve or
transfer or sell Collateral out of the ordinary course of business, or (3) pay any dividends on Borrower's stock (other than dividends
payable in its stock), provided. however that notwithstanding the foregoing, but only so long as no Event of Default has occurred and is
continuing or would result from the payment of dividends, if Borrower is a "Subchapter S Corporation" (as defined in the Internal
Revenue Code of 1986. as amended), Borrower may pay cash dividends on its stock to its shareholders from time to time in amounts
necessary to enable the shareholders to pay income taxes and make estimated income tax payments to satisfy their liabilities under
federal and state law which arise solely from their status as Shareholders of a Subchapter S Corporation because of their ownership of
shares of Borrower's stock, or purchase or retire any of Borrower's outstanding shares or alter or amend Borrower's capital structure.

 
CESSATION OF ADVANCES. If Lender has made any commitment to make any Loan to Borrower, whether under this Agreement or
under any other agreement, Lender shall have no obligation to make Loan Advances or to disburse Loan proceeds if: (A) Borrower or  any



Guarantor is in default under the terms of this Agreement or any of the Related Documents or any other agreement that Borrower or any
Guarantor has with Lender; (B) Borrower or any Guarantor dies, becomes incompetent or becomes Insolvent, files a petition in bankruptcy
or similar proceedings, or is adjudged a bankrupt; (C) there occurs a material adverse change in Borrower's financial condition. in the
financial condition of any Guarantor, or in the value of any Collateral securing any Loan; or (D) any Guarantor seeks, claims or otherwise
attempts to limit, modify or revoke such Guarantor's guaranty of the Loan or any other loan with Lender: or (E) Lender in good faith deems
itself insecure, even though no Event of Default shall have occurred.
 
RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Borrower's accounts with Lender
and its subsidiaries and affiliates (whether checking. savings, or some other account and whether evidenced by a certificate of deposit). This
includes all accounts Borrower holds jointly with someone else and all accounts Borrower may open in the future. However, this does not
include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by law. Borrower authorizes Lender, to the
extent permitted by applicable law, to charge or setoff all sums owing on the Indebtedness against any and all such accounts, and, at
Lender's option to administratively freeze all such accounts to allow Lender to protect Lender's charge and setoff rights provided in this
paragraph.
 
DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:

 
Payment Default. Borrower fails to make any payment when due under the Loan.
 
Other Defaults. Borrower fails to comply with or to perform any other term, obligation, covenant or condition contained in this
Agreement or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contained in
any other agreement between Lender and Borrower.
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Default in Favor of Third Parties. Borrower or any Grantor defaults under any loan, extension of credit, security agreement, purchase
or sales agreement, or any other agreement, in favor of any other creditor or person that may materially affect any of Borrower's or any
Grantor's property or Borrower's or any Grantor's ability to repay the Loans or perform their respective obligations under this Agreement
or any of the Related Documents.
 
False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower or on Borrower's behalf under
this Agreement or the Related Documents is false or misleading in any material respect, either now or at the time made or furnished or
becomes false or misleading at any time thereafter.
 
Insolvency. The dissolution or termination of Borrower's existence as a going business, the insolvency of Borrower, the appointment of
a receiver for any part of Borrower's property, any assignment for the benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Borrower.
 
Defective Collateralization. This Agreement or any of the Related Documents ceases to be in full force and effect (including failure of
any collateral document to create a valid and perfected security interest or lien) at any time and for any reason.
 
Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-
help, repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral securing the
Loan. This includes a garnishment of any of Borrower's accounts, including deposit accounts, with Lender. However, this Event of
Default shall not apply if there is a good faith dispute by Borrower as to the validity or reasonableness of the claim which is the basis of
the creditor or forfeiture proceeding and if Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits
with Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion,
as being an adequate reserve or bond for the dispute.
 
Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the Indebtedness or any
Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness.
 
Change in Ownership. Any change in ownership of twenty-five percent (25%) or more of the common stock of Borrower.
 
Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender believes the prospect of payment or
performance of the Loan is impaired.
 
Insecurity. Lender in good faith believes itself Insecure.

 
EFFECT OF AN EVENT OF DEFAULT. If any Event of Default shall occur, except where otherwise provided in this Agreement or the
Related Documents, all commitments and obligations of Lender under this Agreement or the Related Documents or any other agreement
immediately will terminate (including any obligation to make further Loan Advances or disbursements), and, at Lender's option, all
Indebtedness immediately will become due and payable, all without notice of any kind to Borrower, except that in the case of an Event of
Default of the type described in the "Insolvency" subsection above, such acceleration shall be automatic and not optional. In addition,
Lender shall have all the rights and remedies provided in the Related Documents or available at law, in equity, or otherwise. Except as may
be prohibited by applicable law, all of Lender's rights and remedies shall be cumulative and may be exercised singularly or concurrently.
Election by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an election to make expenditures or to take
action to perform an obligation of Borrower or of any Grantor shall not affect Lender's right to declare a default and to exercise its rights
and remedies.
 
JURY WAIVER. BORROWER HEREBY WAIVES THE RIGHT TO A TRIAL BY JURY IN ANY ACTION, PROCEEDING,
OR COUNTERCLAIM ARISING HEREUNDER OR IN CONNECTION HEREWITH TO THE EXTENT PERMITTED BY
APPLICABLE LAW.
 
MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:
 

Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and agreement of the parties
as to the matters set forth in this Agreement. No alteration of or amendment to this Agreement shall be effective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or amendment.
 
Attorneys' Fees; Expenses. Borrower agrees to pay upon demand all of Lender's costs and expenses, including Lender's reasonable
attorneys· fees and Lender's legal expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay
someone else to help enforce this Agreement, and Borrower shall pay the costs and expenses of such enforcement. Costs and expenses
include Lender's reasonable attorneys· fees and legal expenses whether or not there is a lawsuit, including reasonable attorneys' fees and
legal expenses for bankruptcy proceedings (including efforts to modify or vacate any automatic stay or injunction), appeals, and any
anticipated post-judgment collection services. Borrower also shall pay all court costs and such additional fees as may be directed by the
court.
 
Caption Headings. Caption headings in this Agreement are tor convenience purposes only and are not to be used to interpret or define



the provisions of this Agreement.
 
Consent to Loan Participation. Borrower agrees and consents to Lender's sale or transfer, whether now or later, of one or more
participation interests in the Loan to one or more purchasers, whether related or unrelated to Lender. Lender may provide. without any
limitation whatsoever, to any one or more purchasers, or potential purchasers, any information or knowledge Lender may have about
Borrower or about any other matter relating to the Loan, and Borrower hereby waives any rights to privacy Borrower may have with
respect to such matters. Borrower additionally waives any and all notices of sale of participation interests, as well as all notices of any
repurchase of such participation interests. Borrower also agrees that the purchasers of any such participation interests will be considered
as the absolute owners of such interests in the Loan and will have all the rights granted under the participation agreement or agreements
governing the sale of such participation interests. Borrower further waives all rights of offset or counterclaim that it may have now or
later against Lender or against any purchaser of such a participation interest and unconditionally agrees that either Lender or such
purchaser may enforce Borrower's obligation under the Loan irrespective of the failure or insolvency of any holder of any interest in the
Loan. Borrower further agrees that the purchaser of any such participation interests may enforce its interests irrespective of any personal
claims or defenses that Borrower may have against Lender.
 
Governing Law. This Agreement will be governed by federal law applicable to Lender and, to the extent not preempted by federal law,
the laws of the State of New York without regard to its conflicts of law provisions.
 
Choice of Venue . If there is a lawsuit, Borrower agrees upon Lender's request to submit to the jurisdiction of the courts of New York
County, State of New York. Nothing herein shall affect the right of the Lender to bring any action or proceeding against the Borrower or
its property in the courts of any other jurisdiction.
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No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in
writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall operate as a waiver of such right
or any other right. A waiver by Lender of a provision of this Agreement shall not prejudice or constitute a waiver of Lender's right
otherwise to demand strict compliance with that provision or any other provision of this Agreement. No prior waiver by Lender, nor any
course of dealing between Lender and Borrower, or between Lender and any Grantor, shall constitute a waiver of any of Lender's rights
or of any of Borrower's or any Grantor's obligations as to any future transactions. Whenever the consent of Lender is required under this
Agreement, the granting of such consent by Lender in any instance shall not constitute continuing consent to subsequent instances where
such consent is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.
 
Notices. Any notice required to be given under this Agreement shall be given in writing, and shall be effective when actually delivered,
when actually received by telefacsimile (unless otherwise required by law), when deposited with a nationally recognized overnight
courier, or, if mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the
addresses shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by giving
formal written notice to the other parties, specifying that the purpose of the notice is to change the party’s address. For notice purposes,
Borrower agrees to keep Lender informed at all times of Borrower's current address. Unless otherwise provided or required by law, if
there is more than one Borrower, any notice given by Lender to any Borrower is deemed to be notice given to all Borrowers.
 
Severability. If a court of competent jurisdiction finds any provision of this Agreement to be illegal, invalid, or unenforceable as to any
circumstance, that finding shall not make the offending provision illegal, invalid, or unenforceable as to any other circumstance. If
feasible, the offending provision shall be considered modified so that it becomes legal, valid and enforceable. If the offending provision
cannot be so modified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Agreement shall not affect the legality, validity or enforceability of any other provision of this
Agreement.
 
Subsidiaries and Affiliates of Borrower. To the extent the context of any provisions of this Agreement makes it appropriate, including
without limitation any representation, warranty or covenant, the word ''Borrower" as used in this Agreement shall include all of
Borrower's subsidiaries and affiliates. Notwithstanding the foregoing however, under no circumstances shall this Agreement be
construed to require Lender to make any Loan or other financial accommodation to any of Borrower's subsidiaries or affiliates.
 
Successors and Assigns . All covenants and agreements by or on behalf of Borrower contained in this Agreement or any Related
Documents shall bind Borrower's successors and assigns and shall inure to the benefit of Lender and its successors and assigns.
Borrower shall not, however, have the right to assign Borrower's rights under this Agreement or any interest therein, without the prior
written consent of Lender.
 
Survival of Representations and Warranties. Borrower understands and agrees that in extending Loan Advances. Lender is relying on
all representations, warranties, and covenants made by Borrower in this Agreement or in any certificate or other instrument delivered by
Borrower to Lender under this Agreement or the Related Documents. Borrower further agrees that regardless of any investigation made
by Lender, all such representations, warranties and covenants will survive the extension of Loan Advances and delivery to Lender of the
Related Documents, shall be continuing in nature, shall be deemed made and redated by Borrower at the time each Loan Advance is
made, and shall remain in full force and effect until such time as Borrower's Indebtedness shall be paid in full, or until this Agreement
shall be terminated in the manner provided above, whichever is the last to occur.
 
Time Is of the Essence. Time is of the essence in the performance of this Agreement.

 
DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Agreement. Unless
specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United States of America.
Words and terms used in the singular shall include the plural, and the plural shall include the singular, as the context may require. Words
and terms not otherwise defined in this Agreement shall have the meanings attributed to such terms in the Uniform Commercial Code.
Accounting words and terms not otherwise defined in this Agreement shall have the meanings assigned to them in accordance with
generally accepted accounting principles as in effect on the date of this Agreement:

 
Advance. The word "Advance" means a disbursement of Loan funds made, or to be made, to Borrower or on Borrower's behalf on a line
of credit or multiple advance basis under the terms and conditions of this Agreement.
 
Agreement The word "Agreement" means this Business Loan Agreement, as this Business Loan Agreement may be amended or
modified from time to time, together with all exhibits and schedules attached to this Business Loan Agreement from time to time.
 
Borrower. The word "Borrower'' means Polar Power. Inc. and includes all co-signers and co-makers signing the Note and all their
successors and assigns.
 
Collateral. The word "Collateral'' means all property and assets granted as collateral security for a Loan, whether real or personal
property, whether granted directly or indirectly, whether granted now or in the future, and whether granted in the form of a security
interest. mortgage, collateral mortgage, deed of trust, assignment, pledge, crop pledge, chattel mortgage, collateral chattel mortgage,
chattel trust, factor's lien, equipment trust, conditional sale, trust receipt, Hen, charge, lien or title retention contract, lease or
consignment intended as a security device, or any other security or lien interest whatsoever, whether created by law, contract, or



otherwise.
 
Environmental Laws. The words “Environmental Laws” mean any and all state, federal and local statutes, regulations and ordinances
relating to the protection of human health or the environment, including without limitation the Comprehensive Environmental Response,
Compensation, and Liability Act of 1980, as amended. 42 U.S.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA"), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et
seq., the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or
regulations adopted pursuant thereto.
 
Event of Default. The words "Event of Default" mean any of the events of default set forth in this Agreement in the default section of
this Agreement.
 
GAAP. The word "GAAP" means generally accepted accounting principles.
 
Grantor. The word "Grantor" means each and all of the persons or entities granting a Security Interest in any Collateral for the Loan,
including without limitation all Borrowers granting such a Security Interest.
 
Guarantor. The word "Guarantor" means any guarantor, surety, or accommodation party of any or all of the Loan.
 
Guaranty. The word "Guaranty" means the guaranty from Guarantor to Lender, including without limitation a guaranty of all or part of
the Note.
 
Hazardous Substances. The words "Hazardous Substances" mean materials that, because of their quantity, concentration or physical,
chemical or infectious characteristics, may cause or pose a present or potential hazard to human health or the environment when
improperly used, treated, stored, disposed of, generated, manufactured, transported or otherwise handled. The words "Hazardous
Substances" are used in their very broadest sense and include without limitation any and all hazardous or toxic substances, materials or
waste as defined by or listed under the Environmental Laws. The term "Hazardous Substances" also includes, without limitation,
petroleum and petroleum by products or any fraction thereof and asbestos.
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Indebtedness. The word "Indebtedness" means all present and future loans, advances, overdrafts, liabilities, obligation, guaranties,
covenants, duties and other debts at any time owing by Borrower to Lender, whether evidenced by this Agreement, a promissory note or
other instrument, any Related Documents. or any other document or agreement, whether arising from an extension of credit, opening of
a letter of credit, banker's acceptance, loan, overdraft, guaranty, indemnification or otherwise, whether direct or indirect (including,
without limitation. those acquired by assignment and any participation by Lender in Borrower's debts owing to others), absolute or
contingent, due or to become due, including, without limitation, all interest, charges, expenses. fees, attorneys· fees (including attorneys·
fees and expenses incurred In bankruptcy), expert witness fees and expenses, fees and expenses of consultants, audit fees, letter of credit
fees, closing fees, facility fees, termination fees, and any other sums chargeable to Borrower under this Agreement, the Note, any Related
Documents, or under any other present or future instrument, document or agreement between Borrower and Lender.
 
Lender. The word "Lender" means Citibank, N.A., its successors and assigns.
 
Loan. The word "Loan" means any and all loans and financial accommodations from Lender to Borrower whether now or hereafter
existing, and however evidenced, including without limitation those loans and financial accommodations described herein or described
on any exhibit or schedule attached to this Agreement from time to time.
 
Note. The word "Note" means and includes without limitation Borrower's promissory note or notes, if any, or any credit agreement or
loan agreement, evidencing Borrower's Indebtedness, as well as any substitute, replacement or refinancing note or notes or credit
agreement or loan agreement therefore.
 
Related Documents. The words "Related Documents" mean all promissory notes, credit agreements, loan agreements, environmental
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other instruments,
agreements and documents, whether now or hereafter existing, executed in connection with the Loan.
 
Security Agreement. The words "Security Agreement" mean and include without limitation any agreements, promises, covenants,
arrangements, understandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, representing,
or creating a Security Interest.
 
Security Interest. The words "Security Interest" mean, without limitation, any and all types of collateral security, present and future,
whether in the form of a lien, charge, encumbrance, mortgage, deed of trust, security deed, assignment, pledge, crop pledge, chattel,
mortgage, collateral chattel mortgage, chattel trust, factor's lien, equipment trust, conditional sale, trust receipt, lien or title retention
contract, lease or consignment intended as a security device, or any other security or lien interest whatsoever whether created by law,
contract, or otherwise.

 
BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND
BORROWER AGREES TO ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED MARCH 21, 2017.

 
BORROWER:

 
POLAR POWER, INC.
 
By: /s/ Luis Zavala  By: /s/ Arthur Sams 
 Luis Zavala, Chief Financial Officer of Polar Power, Inc.   Arthur Sams, Chief Executive Officer & President of Polar

Power, Inc.
 

LENDER:
 
CITIBANK, N.A.

 

By:  

   

 Authorized Signer    
 

LaserPro Ver. 15.4.10.D54 Copr D+H USA Corporation 1997 2017 All Rights Reserved. - NY D: LASERPROGLOCFNPLESO FC
TR 21500 PA-S
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RELATIONSHIP READY CREDIT AGREEMENT
 

Borrower: Polar Power, Inc. Lender: Citibank, N.A.
 249 E Gardena Boulevard  6801 Colwell Boulevard
 Gardena, CA 90248  Irving, TX 75039
 
Principal Amount: $1,000,000.00 Date of Agreement: March 21, 2017
 
PROMISE TO PAY. To repay Borrower's loan, Polar Power, Inc. ("Borrower") promises to pay to Citibank, N.A. ("Lender"), or order, in
lawful money of the United States of America, the principal amount of One Million & 00/100 Dollars ($1,000,000.00) or so much as may
be outstanding, together with interest on the unpaid outstanding principal balance calculated from the date of the first Advance until
repayment of all Advances.

 
PAYMENT. Borrower will pay all Advances in accordance with the following payment schedule:

 
Until Lender cancels Borrower's right to obtain Advances under this Agreement, Borrower will pay accrued interest and charges each
month. Lender may at any time, in the exercise of its sole discretion, cancel such right of Borrower to obtain Advances. The date upon
which Lender cancels such right shall be referred to herein as the "Cancellation Date." The aggregate amount of all Advances
outstanding on the Cancellation Date shall be payable in forty-eight (48) equal consecutive monthly installments of principal, together
with accrued monthly interest and any other charges beginning the first calendar month after the Cancellation Date.
 
Unless Lender cancels Borrower's right to obtain Advances hereunder, each month Borrower will pay (a) the greater of (i) two percent
(2%) of the outstanding principal balance hereunder on the last day of the billing period or (ii) $100, plus (b) accrued interest and all
charges since the date of the last payment. Monthly billing statements that show all transactions hereunder that occurred during such
billing cycle, the outstanding principal balance, and the amount of the next due payment (including the principal, interest, and fee
components of such payment) and its due date will be sent by Lender.
 
Borrower agrees to maintain Its primary business checking account in a satisfactory manner with Lender and irrevocably authorizes
Lender to debit its account for all payments due under this Agreement.
 
INTEREST CALCULATION METHOD . Interest on this Note is computed on a 365/360 basis; that is, by applying the ratio of the
interest rate over a year of 360 days, multiplied by the outstanding principal balance, multiplied by the actual number of days the
principal balance is outstanding. All interest payable under this Note is computed using this method.

 
Unless otherwise agreed or required by applicable law, payments will be applied in the following order: (1) interest; (2) principal; and (3)
charges, fees and penalties. Borrower will pay Lender at Lender's address shown above or at such other place as Lender may designate In
writing.
 
CREDIT LINE. This Agreement covers a revolving line of credit for the principal amount displayed at the beginning of this Agreement
which will be the "Credit Line." The Credit Line Is the maximum amount which Borrower may have outstanding at any one time.
Borrower may borrow, repay and re-borrow up to the amount of the Credit Line. Borrower agrees not to attempt, request, or obtain an
Advance that will make Borrower’s outstanding balance exceed the Credit Line. The Credit Line will not be increased should Borrower
exceed the Credit Line. Borrower agrees to repay immediately any amount by which Borrower's outstanding balance exceeds the Credit
Line. Any amount greater than the Credit Line will be secured by the Collateral. By providing Borrower with written notice, Lender may
increase or decrease the Credit Line at any time.
 
ADVANCES. Advances may be obtained by using checks furnished by Lender, transfers made on Lender's on-line banking system and any
other method acceptable to Lender from time to time. Lender may not honor a request for an Advance if: the Credit Line has or would be
exceeded by making the Advance; check is post-dated; Borrower's checks have been reported lost or stolen; check is not signed by an
Authorized Signer; Borrower is In default; Lender has cancelled Borrower's right to obtain Advances; or any other reasonable
circumstance.
 
ANNUAL FEE. Borrower agrees to pay an annual fee of $2,500.00; provided, that no annual fee is due for the first year of this Agreement.
Payment of the annual fee is due upon each anniversary of the date of this Agreement. The annual fee may be billed, may be automatically
debited from Borrower's primary business checking account or may be added to the principal balance. The annual fee is non-refundable
unless Borrower notifies Lender of Borrower's cancellation of this Agreement within thirty (30) days of the mailing of the billing statement
on which the fee is billed.
 
OTHER FEES. Borrower agrees to pay all other fees and charges related to the Credit Line or this Agreement and the Credit Line may be
charged as follows: (1) Stop Payment Fee: $35.00 when Borrower requests a stop payment on Borrower's check; (2) Over-Limit Fee:
$35.00 for each billing period that the outstanding principal balance exceeds the Credit Line; (3) Transaction Fee: $5.00 for each check or
other Advance posted above 20 checks or other Advances per billing period; (4) Check/Other Advance Fee: $35.00 when Lender declines
to honor a check or other request for an Advance: and (5) for businesses located in Florida, the Florida Documentary Stamp Tax.
 
AUTHORIZED SIGNERS. All persons whose signatures appear below are authorized to request an Advance or a repayment under the
Credit Line.
 
CONDITIONS PRECEDENT TO EACH ADVANCE. Lender's consideration of Borrower's request to make the initial Advance and



each subsequent Advance under this Agreement shall be subject to the fulfillment to Lender's satisfaction of all of the covenants and
conditions set forth in this Agreement and in the Related Documents. Borrower shall have provided to Lender all documents that Lender
may require in form and substance satisfactory to Lender. Borrower shall have paid all fees, charges and other expenses due and payable.
All representations and warranties set forth in this Agreement, in the Related Documents and in any document delivered to Lender are true
and correct. There shall not exist at the time of any Advance a condition which would constitute an Even! of Default and Lender shall not
have cancelled the Credit Line. Lender shall have a first priority lien on Borrower's Collateral.
 
INTEREST AFTER DEFAULT - RELATED DOCUMENTS . Upon the failure by Borrower to repay all amounts due under this Note
upon Lender's demand or observe or comply with any of the terms or conditions herein or in any Related Documents, Lender, at its option,
may, if permitted under applicable law, increase the interest rate on this Note by 4.00%. The interest rate will not exceed the maximum rate
permitted by applicable law. The words "Related Documents" mean all promissory notes, credit agreements, loan agreements,
environmental agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other
instruments, agreements and documents, whether now or hereafter existing, executed in connection with any and all loans and financial
accommodations from Lender to Borrower whether now or hereafter existing, and however evidenced, including without limitation those
loans and financial accommodations described herein or described on any exhibit or schedule attached to this Agreement from time to time.
This section replaces and supersedes the section below entitled "Interest After Default," which shall be disregarded and have no force or
effect.
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INSURANCE REQUIREMENTS. For the avoidance of doubt regarding the requirement in the Affirmative Covenants section of this
Agreement that Borrower maintain such insurance as Lender shall require, and except to the extent specific insurance types, coverages or
insurers are specified in this Agreement or the Related Documents, Lender requires and Borrower agrees to maintain at all times with
financially sound and reputable insurance companies such public liability insurance, property damage insurance and casualty insurance with
respect to liabilities, losses or damage in respect of the assets and businesses of Borrower as may customarily be carried or maintained
under similar circumstances by businesses engaged in the same or similar enterprises, in each case in such amounts, with such deductibles,
covering such risks and otherwise on terms and conditions as shall be customary for such businesses.
 
PRIME RATE. "Prime Rate" shall mean the prime rate of interest announced by Lender from time to time at its principal office as its
prime commercial lending rate.
 
MINIMUM INTEREST RATE . "Minimum Interest Rate" shall mean two hundred (200) basis points in excess of the rate of interest
determined by Lender in accordance with its customary procedures and utilizing such electronic or other quotation sources as it considers
appropriate to be the prevailing rate per annum in effect each banking day at which deposits in United States dollars for a one month
period, determined by Lender in its sole discretion, are offered to Lender by first class banks in the London Interbank Market shortly after
11:00 a.m. (London time) two banking days prior to the date such rate of interest shall be effective and applied to existing and future
advances with respect to this Note.
 
VARIABLE INTEREST RATE . The interest rate on this Agreement is subject to change from time to time based on changes in an
independent index which is the greater of the Prime Rate or the Minimum Interest Rate, each as hereinabove defined (the "Index"). The
Index is not necessarily the lowest rate charged by Lender on its loans. If the Index becomes unavailable during the term of this Agreement,
Lender may designate a substitute index after notice to Borrower. Lender will tell Borrower the current Index rate upon Borrower's request.
The interest rate change will not occur more often than each day the Index changes. Borrower understands that Lender may make loans
based on other rates as well. The interest rate to be applied to the unpaid principal balance of this Agreement will be at a rate of 0.500
percentage points over the Index. NOTICE: Under no circumstances will the interest rate on this Agreement be more than the maximum
rate allowed by applicable law.
 
PREPAYMENT. Borrower agrees that all loan fees and other prepaid finance charges are earned fully as of the date of the loan and will
not be subject to refund upon early payment (whether voluntary or as a result of default). except as otherwise required by law. Except for
the foregoing, Borrower may pay without fee all or a portion of the amount owed earlier than it is due. Early payments will not, unless
agreed to by Lender in writing, relieve Borrower of Borrower's obligation to continue to make payments of accrued unpaid interest. Rather,
early payments will reduce the principal balance due. Borrower agrees not to send Lender payments marked "paid in full", "without
recourse", or similar language. If Borrower sends such a payment. Lender may accept it without losing any of Lender's rights under this
Agreement, and Borrower will remain obligated to pay any further amount owed to Lender. All written communications concerning
disputed amounts, including any check or other payment instrument that indicates that the payment constitutes "payment in full"
of the amount owed or that is tendered with other conditions or limitations or as full satisfaction of a disputed amount must be
mailed or delivered to: Citibank, N.A.; 6801 Colwell Boulevard; Irving, TX 75039.
 
LATE CHARGE. If a payment is 15 days or more late, Borrower will be charged 4.000% of the unpaid portion of the regularly scheduled
payment.
 
INTEREST AFTER DEFAULT. If any Event of Default shall occur, including failure to pay upon final maturity. Lender, at its option,
may, if permitted under applicable law, increase the variable interest rate on this Agreement to 3.500 percentage points over the Index. The
interest rate will not exceed the maximum rate permitted by applicable law.
 
COLLATERAL. This Agreement is secured by an property and assets of the Borrower and any grantor, whether real or personal,
described in (a) any security agreement, assignment, pledge, mortgage, deed of trust or other agreement intended as a security device (each,
a ''Collateral Document") which by its terms is intended to secure an existing and future obligations and indebtedness of the Borrower to the
Lender and (b) any Collateral Document executed by the Borrower and any grantor in connection with this Agreement.
 
REPRESENTATIONS AND WARRANTIES. Borrower represents and warrants to Lender, as of the date of this Agreement, as of the
date of each Advance, and at all times any indebtedness exists hereunder:

 
Organization. Borrower is a corporation for profit which is, and at all times shall be, duly organized, validly existing, and in good
standing under and by virtue of the laws of the State of Delaware. Borrower is duly authorized to transact business in all other states in
which Borrower is doing business, having obtained all necessary filings, governmental licenses and approvals for each state in which
Borrower is doing business. Specifically, Borrower is, and at all times shall be, duly qualified as a foreign corporation in all states in
which the failure to so qualify would have a material adverse effect on its business or financial condition. Borrower has the full power
and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to engage.
Borrower maintains an office at 249 E. Gardena Boulevard, Gardena, CA 90248. Borrower will notify Lender prior to any change in the
location of Borrower's state of organization or any change in Borrower's name.
 
Authorization. Borrower’s execution, delivery, and performance of this Agreement and all the Related Documents have been duly
authorized by all necessary action by Borrower and do not conflict with, result in a violation of, or constitute a default under (1) any
provision of (a) Borrower's articles of incorporation or organization, or bylaws, or (b) any agreement or other instrument binding upon



Borrower or (2) any law, governmental regulation, court decree, or order applicable to Borrower or to Borrower's properties.
 
Financial Information. Each of Borrower's financial statements supplied to Lender truly and completely disclosed Borrower's financial
condition as of the date of the statement, and there has been no material adverse change in Borrower's financial condition subsequent to
the date of the most recent financial statement supplied to Lender. Borrower has no material contingent obligations except as disclosed
in such financial statements.
 
Litigation and Claims. No litigation, claim, investigation, administrative proceeding or similar action (including those for unpaid taxes)
against Borrower is pending or threatened, and no other event has occurred which may materially adversely affect Borrower's financial
condition or properties, other than litigation, claims, or other events, if any, that have been disclosed to and acknowledged by Lender in
writing.
 
Lien Priority. Unless otherwise previously disclosed to Lender in writing. Borrower has not entered into or granted any security
agreements, or permitted the filing or attachment of any security interests on or affecting any of the Collateral directly or indirectly
securing repayment of the indebtedness evidenced by this Agreement, that would be prior or that may in any way be superior to Lender's
security interests and rights in and to such Collateral.

 
AFFIRMATIVE COVENANTS. Borrower covenants and agrees with Lender that, so long as this Agreement remains in effect, Borrower
will:

 
Notices of Claims and Litigation. Promptly inform Lender in writing of (1) all material adverse changes in Borrower's financial
condition, and (2) all existing and all threatened litigation, claims, investigations, administrative proceedings or similar actions affecting
Borrower or any Guarantor which could materially affect the financial condition of Borrower or the financial condition of any
Guarantor.
 
Right to Audit. Permit Lender to examine and audit Borrower's books and records at any time and from time to time.
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Financial Statements. Furnish Lender with the following;

 
Additional Requirements.
 
Such other financial statements and related information in such form and detail as may be satisfactory to Lender within thirty
(30) days of Lender's request. For the avoidance of doubt, Borrower agrees that all financial statements and other information
required to be delivered to Lender under this Agreement or any Related Document will be delivered for the most recent fiscal or
calendar period (as applicable) ended immediately prior to the date hereof and each fiscal or calendar period thereafter as
required herein or in any Related Document.
 
All financial reports required to be provided under this Agreement shall be prepared in accordance with GAAP, applied on a
consistent basis, and certified by Borrower as being true and correct.

 
Insurance. Maintain fire and other risk insurance, public liability insurance, and such other insurance as Lender may require with
respect to Borrower's properties and operations, in form, amounts, coverages and with insurance companies acceptable to Lender. In
connection with all policies covering the Collateral, Borrower will provide Lender with policies or certificates of insurance with such
lender’s loss payable or other endorsements as Lender may require.
 
Business Purpose. Use all Advances solely for Borrower's business operations, unless specifically consented to the contrary by Lender
in writing.
 
Operations. Maintain executive and management personnel with substantially the same qualifications and experience as the present
executive and management personnel; provide written notice to Lender of any change in executive and management personnel; conduct
its business affairs in a reasonable and prudent manner.
 
Compliance with Governmental Requirements. Comply with all laws, ordinances, and regulations, now or hereafter in effect, of all
governmental authorities applicable to the conduct of Borrower's properties, businesses and operations.

 
NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borrower shall not,
without the prior written consent of Lender:

 
Additional Financial Restrictions.
 
Liens and Encumbrances. Create or permit to exist any liens, security interests or other encumbrances on any of Borrower's assets,
 
Continuity of Operations. (1) Engage in any business activities substantially different than those in which Borrower is presently
engaged, or (2) cease operations, liquidate, merge, transfer, acquire or consolidate with any other entity, change its name, dissolve or
transfer or sell Collateral out of the ordinary course of business.

 
DEFAULT. Each of the following shall constitute an event of default ("Event of Default") under this Agreement:

 
Payment Default. Borrower fails to make any payment when due under this Agreement.
 
Other Defaults. Borrower fails to comply with or to perform any other term, obligation, covenant or condition contained in this
Agreement or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contained in
any other agreement between Lender and Borrower.
 
Default in Favor of Third Parties. Borrower defaults under any loan, extension of credit, security agreement, purchase or sales
agreement, or any other agreement, in favor of any other creditor or person that may materially affect any of Borrower's property or
Borrower's ability to repay this Agreement or perform Borrower's obligations under this Agreement or any of the Related Documents.
 
False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower or on Borrower's behalf under
this Agreement or the Related Documents is false or misleading in any material respect, either now or at the time made or furnished or
becomes false or misleading at any time thereafter.
 
Insolvency. The dissolution or termination of Borrower's existence as a going business, the insolvency of Borrower, the appointment of
a receiver for any part of Borrower's property, any assignment for the benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Borrower.
 
Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-
help, repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral.
 
Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor or any Guarantor dies or becomes
incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the indebtedness evidenced by this Agreement. In
the event of a death, Lender, at its option, may, but shall not be required to, permit the Guarantor's estate to assume unconditionally the



obligations arising under the guaranty in a manner satisfactory to Lender, and, in doing so, cure any Event of Default.
 
Change In Ownership. Any change in ownership of twenty-five percent (25%) or more of the common stock of Borrower.
 
Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender believes the prospect of payment or
performance of this Agreement is impaired.
 
Insecurity. Lender in good faith believes itself insecure.

 
LENDER'S RIGHTS. If any Event of Default shall occur, Lender may declare the entire unpaid principal balance on this Credit Line and
all accrued unpaid interest and all other amounts payable under this Agreement immediately due and payable. Except as may be prohibited
by applicable law, all of Lender’s rights and remedies shall be cumulative and may be exercised singularly or concurrently.
  
JURY WAIVER. BORROWER HEREBY WAIVES THE RIGHT TO A TRIAL BY JURY IN ANY ACTION, PROCEEDING,
OR COUNTERCLAIM ARISING HEREUNDER OR IN CONNECTION HEREWITH TO THE EXTENT PERMITTED BY
APPLICABLE LAW.
 
MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:

 
Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and agreement of the parties
as to the matters set forth in this Agreement. No alteration of or amendment to this Agreement shall be effective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or amendment.
 
Attorneys’ Fees ; Expenses. Borrower agrees to pay upon demand all of Lender's costs and expenses, including Lender's reasonable
attorneys' fees and Lender's legal expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay
someone else to help enforce this Agreement, and Borrower shall pay the costs and expenses of such enforcement. Costs and expenses
include Lender's reasonable attorneys' fees and legal expenses whether or not there is a lawsuit, including reasonable attorneys' fees and
legal expenses for bankruptcy proceedings (including efforts to modify or vacate any automatic stay or injunction), appeals, and any
anticipated post-judgment collection services. Borrower also shall pay all court costs and such additional fees as may be directed by the
court.
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General Provisions. Lender may delay or forgo enforcing any of its rights or remedies under this Agreement without losing them.
Borrower and any other person who signs, guarantees or endorses this Agreement, to the extent allowed by law, waive presentment,
demand for payment, and notice of dishonor. Upon any change in the terms of this Agreement, and unless otherwise expressly stated in
writing, no party who signs this Agreement, whether as maker, guarantor, accommodation maker or endorser, shall be released from
liability. The obligations under this Agreement are joint and several.
 
Governing Law. This Agreement will be governed by federal law applicable to Lender and, to the extent not preempted by federal law,
the laws of the State of New York without regard to its conflicts of law provisions.
 
Choice of Venue . If there is a lawsuit, Borrower agrees upon Lender's request to submit to the jurisdiction of the courts of New York
County, State of New York. Nothing herein shall affect the right of the Lender to bring any action or proceeding against the Borrower or
its property in the courts of any other jurisdiction.
 
Right of Setoff. To the extent permitted by applicable law, Lender reserves a right of setoff in all Borrower's accounts with Lender and
its subsidiaries and affiliates (whether checking, savings, or some other account and whether evidenced by a certificate of deposit). This
includes all accounts Borrower holds jointly with someone else and all accounts Borrower may open in the future. However, this does
not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by law. Borrower authorizes Lender,
to the extent permitted by applicable law, to charge or setoff all sums owing under this Agreement against any and all such accounts, and,
at Lender's option, to administratively freeze all such accounts to allow Lender to protect Lender's charge and setoff rights provided in
this paragraph.
 
Successors and Assigns . All covenants and agreements by or on behalf of Borrower contained in this Agreement or any Related
Documents shall bind Borrower's successors and assigns and shall inure to the benefit of Lender and its successors and assigns.
Borrower shall not, however, have the right to assign Borrower's rights under this Agreement or any interest therein, without the prior
written consent of Lender.

 
DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Agreement. Unless
specifically stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United States of America.
Words and terms used in the singular shall include the plural, and the plural shall include the singular, as the context may require. Words
and terms not otherwise defined in this Agreement shall have the meanings attributed to such terms in the Uniform Commercial Code.
Accounting words and terms not otherwise defined in this Agreement shall have the meanings assigned to them in accordance with
generally accepted accounting principles as in effect on the date of this Agreement:

 
Advance. The word "Advance" means a disbursement of funds made, or to be made, to Borrower or on Borrower's behalf under the
terms and conditions of this Agreement.
 
GAAP. The word "GAAP" means generally accepted accounting principles.
 
Guarantor. The word "Guarantor" means any guarantor, surety, or accommodation party of any or all of the indebtedness evidenced by
this Agreement.
 
Related Documents. The words "Related Documents" mean all promissory notes, credit agreements, loan agreements, environmental
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other instruments,
agreements and documents, whether now or hereafter existing, executed in connection with this Agreement.

 
BORROWER:

 
POLAR POWER, INC.    
    
By: /s/ Luis Zavala  By: /s/ Arthur Sams
 Luis Zavala, Chief Financial Officer of Polar Power, Inc.   Arthur Sams, Chief Executive Officer & President of Polar

Power, Inc.
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ASSIGNMENT OF DEPOSIT ACCOUNT

 
Grantor: Polar Power, Inc. Lender: Citibank, N.A.
 249 E. Gardena Boulevard  6801 Colwell Boulevard
 Gardena, CA 90248  Irving, TX 75039
    
 
THIS ASSIGNMENT OF DEPOSIT ACCOUNT dated March 21, 2017, is made and executed between Polar Power, Inc.
("Grantor'') and Citibank, N.A. ("Lender").
 
ASSIGNMENT. For valuable consideration, Grantor assigns and grants to Lender a security interest in the Collateral, including without
limitation the deposit account(s) described below, to secure the Indebtedness and agrees that Lender shall have the rights stated in this
Agreement with respect to the Collateral, in addition to all other rights which Lender may have by law.
 
COLLATERAL DESCRIPTION. The word "Collateral" means the following described deposit account(s) ("Account"):

 
CD Account Number 271093445 with Lender

 
together with (A) all interest, whether now accrued or hereafter accruing; (B) all additional deposits hereafter made to the Account; (C) any
and all proceeds from the Account; and (D) all renewals, replacements and substitutions for any of the foregoing.
 
RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Grantor's accounts with Lender
and its subsidiaries and affiliates (whether checking, savings, or some other account and whether evidenced by a certificate of deposit). This
includes all accounts Grantor holds jointly with someone else and all accounts Grantor may open in the future. However, this does not
include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by law. Grantor authorizes Lender, to the
extent permitted by applicable law, to charge or setoff an sums owing on the Indebtedness against any and all such accounts, and, at
Lender's option, to administratively freeze all such accounts to allow Lender to protect Lender's charge and setoff rights provided in this
paragraph.
 
GRANTOR’S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL With respect to the
Collateral, Grantor represents and promises to Lender that:

 
Ownership. Grantor is the lawful owner of the Collateral free and clear of all loans, liens, encumbrances, and claims except as disclosed
to and accepted by Lender in writing.
 
Right to Grant Security Interest. Grantor has the full right, power, and authority to enter into this Agreement and to assign the
Collateral to Lender.
 
No Prior Assignment. Grantor has not previously granted a security interest in the Collateral to any other creditor.
 
No Further Transfer. Grantor shall not sell, assign, encumber, or otherwise dispose of any of Grantor's rights in the Collateral except as
provided in this Agreement.
 
No Defaults. There are no defaults relating to the Collateral, and there are no offsets or counterclaims to the same. Grantor will strictly
and promptly do everything required of Grantor under the terms, conditions, promises, and agreements contained in or relating to the
Collateral.
 
Proceeds. Any and all replacement or renewal certificates, instruments, or other benefits or proceeds related to the Collateral that are
received by Grantor shall be held by Grantor in trust for Lender and immediately shall be delivered by Grantor to Lender to be held as
part of the Collateral.
 
Validity; Binding Effect. This Agreement is binding upon Grantor and Grantor's successors and assigns and is legally enforceable in
accordance with its terms.
 
Financing Statements. Grantor authorizes Lender to file a UCC financing statement, or alternatively, a copy of this Agreement to
perfect Lender's security interest. At Lender's request, Grantor additionally agrees to sign all other documents that are necessary to
perfect, protect, and continue Lender's security interest in the Property. Grantor will pay all filing fees, title transfer fees, and other fees
and costs involved unless prohibited by law or unless Lender is required by law to pay such fees and costs. Grantor irrevocably appoints
Lender to execute documents necessary to transfer title if there is a default. Lender may file a copy of this Agreement as a financing
statement.

 
LENDER'S RIGHTS AND OBLIGATIONS WITH RESPECT TO THE COLLATERAL. While this Agreement is in effect, Lender
may retain the rights to possession of the Collateral, together with any and all evidence of the Collateral, such as certificates or passbooks.
This Agreement will remain in effect until (a) there no longer is any Indebtedness owing to Lender; (b) all other obligations secured by this
Agreement have been fulfilled; and (c) Grantor, in writing, has requested from Lender a release of this Agreement.
 
LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in the Collateral



or if Grantor fails to comply with any provision of this Agreement or any Related Documents, including but not limited to Grantor's failure
to discharge or pay when due any amounts Grantor is required to discharge or pay under this Agreement or any Related Documents, Lender
on Grantor’s behalf may (but shall not be obligated to) take any action that Lender deems appropriate, including but not limited to
discharging or paying all taxes, liens, security interests, encumbrances and other claims, at any time levied or placed on the Collateral and
paying all costs for insuring, maintaining and preserving the Collateral. All such expenditures incurred or paid by Lender for such purposes,
with the exception of insurance premiums paid by Lender with respect to motor vehicles, but including the payment of attorneys· fees and
expenses, will then bear interest at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by
Grantor. All such expenses will become a part of the indebtedness and, at Lender’s option, will (A) be payable on demand; (B) be added to
the balance of the Note and be apportioned among and be payable with any installment payments to become due during either (1) the term
of any applicable insurance policy; or (2) the remaining term of the Note; or (C) be treated as a balloon payment which win be due and
payable at the Note's maturity. The Agreement also will secure payment of these amounts. Such right shall be in addition to all other rights
and remedies to which Lender may be entitled upon Default.
 
LIMITATIONS ON OBLIGATIONS OF LENDER. Lender shall use ordinary reasonable care in the physical preservation and custody
of any certificate or passbook for the Collateral but shall have no other obligation to protect the Collateral or its value. In particular, but
without limitation, Lender shall have no responsibility (A) for the collection or protection of any income on the Collateral; (B) for the
preservation of rights against issuers of the Collateral or against third persons; (C) for ascertaining any maturities, conversions, exchanges,
offers, tenders, or similar matters relating to the Collateral; nor (D) for informing the Grantor about any of the above, whether or not
Lender has or is deemed to have knowledge of such matters.

 
DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:
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Payment Default Grantor fails to make any payment when due under the Indebtedness.
 
Other Defaults. Grantor fails to comply with or to perform any other term, obligation, covenant or condition contained in this
Agreement or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contained in
any other agreement between Lender and Grantor.
 
Default In Favor of Third Parties. Grantor defaults under a n y loan, extension of credit, security agreement, purchase or sales
agreement, or any other agreement, in favor of any other creditor or person that may materially affect any of Grantor's property or ability
to perform Grantor's obligations under this Agreement or any of the Related Documents.
 
False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on Grantor's behalf under this
Agreement or the Related Documents is false or misleading in any material respect, either now or at the time made or furnished or
becomes false or misleading at any time thereafter.
 
Defective Collateralization. This Agreement or any of the Related Documents ceases to be in full force and effect (including failure of
any collateral document to create a valid and perfected security interest or lien) at any time and for any reason.
 
Insolvency. The dissolution or termination of Grantor's existence as a going business, the insolvency of Grantor, the appointment of a
receiv e r for any part of Grantor's property, any assignment for t h e benefit of creditors, any type of creditor workout, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor.
 
Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-
help, repossession or any other method, by any creditor of Grantor or by any governmental agency against any collateral securing the
Indebtedness. This includes a garnishment of any of Grantor's accounts, including deposit accounts, with Lender. However, this Event of
Default shall not apply if there is a good faith dispute by Grantor as to the validity or reasonableness of tile claim which is the basis of
the creditor or forfeiture proceeding and If Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits with
Lender monies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as
being an adequate reserve or bond for the dispute.
 
Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, surety, or accommodation
party of any of the Indebtedness or guarantor, endorser, surety, or accommodation party dies or becomes incompetent or revokes or
disputes the validity of, or liability under, any Guaranty of the Indebtedness.
 
Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender believes the prospect of payment or
performance of the Indebtedness is impaired.
 
Insecurity. Lender in good faith believes itself insecure.

 
RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of an Event of Default, or at any time thereafter. Lender may exercise
any one or more of the following rights and remedies, in addition to any rights or remedies that may be available at law, in equity, or
otherwise:

 
Accelerate Indebtedness. Lender may declare an Indebtedness of Grantor to Lender immediately due and payable, without notice of
any kind to Grantor.
 
Application o f Account Proceeds . Lender may take directly all funds in the Account and apply them to the Indebtedness. If the
Account is subject to an early withdrawal penalty, that penalty shall be deducted from the Account before its application to the
Indebtedness, whether the Account is with Lender or some other institution. Any excess funds remaining after application of the Account
proceeds to the Indebtedness will be paid to Grantor as the interests of Grantor may appear. Grantor agrees, to the extent permitted by
law, to pay any deficiency after application of the proceeds of the Account to the Indebtedness. Lender also shall have all the rights of a
secured party under the New York Uniform Commercial Code, even if the Account is not otherwise subject to such Code concerning
security interests, and the parties to this Agreement agree that the provisions of the Code giving rights to a secured party shall
nonetheless be a part of this Agreement.
 
Transfer Title. Lender may affect transfer of title upon sale of all or part of the Collateral. For this purpose, Grantor irrevocably
appoints Lender as Grantor's attorney-in-fact to execute endorsements, assignments and instruments in the name of Grantor and each of
them (if more than one) as shall be necessary or reasonable.
 
Other Rights and Remedies. Lender shall have and may exercise any or all of the rights and remedies of a secured creditor under the
provisions of the New York Uniform Commercial Code, at law, in equity, or otherwise.
 
Deficiency Judgment. If permitted by applicable law, Lender may obtain a judgment for any deficiency remaining in the Indebtedness
due to Lender after application of all amounts received from the exercise of the rights provided in this section.
 
Election of Remedies. Except as may be prohibited by applicable law, all of Lender's rights and remedies, whether evidenced by this



Agreement or by any other writing, shall be cumulative and may be exercised singularly or concurrently. Election by Lender to pursue
any remedy shall not exclude pursuit of any other remedy, and an election to make expenditures or to take action to perform an
obligation of Grantor under this Agreement, after Grantor's failure to perform, shall not affect Lender's right to declare a default and
exercise its remedies.
 
Cumulative Remedies. All of Lender's rights and remedies, whether evidenced by this Agreement or by any other writing, shall be
cumulative and may be exercised singularly or concurrently. Election by Lender to pursue any remedy shall not exclude pursuit of any
other remedy, and an election to make expenditures or to take action to perform an obligation of Grantor under this Agreement, after
Grantor's failure to perform, shall not affect Lender's right to declare a default and to exercise its remedies.

 
JURY WAIVER. ALL PARTIES TO THIS ASSIGNMENT HEREBY WAIVE THE RIGHT TO A TRIAL BY JURY IN ANY
ACTION, PROCEEDING, OR COUNTERCLAIM BROUGHT BY ANY PARTY AGAINST ANY OTHER PARTY, T O THE
EXTENT PERMITTED BY APPLICABLE LAW.
 
MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:

 
Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and agreement of the parties
as to the matters set forth in this Agreement. No alteration of or amendment to this Agreement shall be effective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or amendment.
 
Attorneys' Fees; Expenses. Grantor agrees t o pay upon demand all of Lender's costs and expenses, including Lender's reasonable
attorneys' fees and Lender's legal expenses, incurred in connection with the enforcement of this Agreement . Lender may hire or pay
someone else to help enforce this Agreement, and Grantor shall pay the costs and expenses of such enforcement. Costs and expenses
include Lender's reasonable attorneys' fees and legal expenses whether or not there is a lawsuit, including reasonable attorneys' fees and
legal expenses for bankruptcy proceedings {including efforts to modify or vacate any automatic stay or injunction), appeals, and any
anticipated post-judgment collection services. Grantor also shall pay all court costs and such additional fees as may be directed by the
court.
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Caption Headings. Caption headings in this Agreement are for convenience purposes only and are not to be used to interpret or define
the provisions of this Agreement.
 
Governing Law. This Agreement will be governed by federal law applicable to Lender and, to the extent not preempted by federal law,
the laws of the State of New York without regard to its conflicts of law provisions.
 
Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit to the jurisdiction of the courts of New York
County, State of New York. Nothing herein shall affect the right of the Lender to bring any action or proceeding against the Grantor or
its property in the courts of any other jurisdiction.
 
No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in
writing and signed by Lender. No delay or omission on the part of Lender in exercising any right shall operate as a waiver of such right
or any other right. A waiver by Lender of a provision of this Agreement shall not prejudice or constitute a waiver of Lender's right
otherwise to demand strict compliance with that provision or any other provision of this Agreement. No prior waiver by Lender, nor any
course of dealing between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to
any future transactions. Whenever the consent of Lender is required under this Agreement, the granting of such consent by Lender in any
instance shall not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent may
be granted or withheld in the sole discretion of Lender.
 
Notices. Any notice required to be given under this Agreement shall be given in writing, and shall be effective when actually delivered,
when actually received by telefacsimile (unless otherwise required by law), when deposited with a nationally recognized overnight
courier, or, if mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the
addresses shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by giving
formal written notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice purposes,
Grantor agrees to keep Lender informed at all times of Grantor's current address. Unless otherwise provided or required by law, if there
is more than one Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors.
 
Power of Attorney. Grantor hereby appoints Lender as its true and lawful attorney-in-fact, irrevocably, with full power of substitution
to do the following: (1) to demand, collect, receive, receipt for, sue and recover all sums of money or other property which may now or
hereafter become due, owing or payable from the Collateral; (2) to execute, sign and endorse any and all claims, instruments, receipts,
checks, drafts or warrants issued in payment for the Collateral: (3) to settle or compromise any and all claims arising under the
Collateral, and in the place and stead of Grantor, to execute and deliver its release and settlement for the claim; and (4) to file any claim
or claims or to take any action or institute or take part in any proceedings, either in its own name or in the name of Grantor, or otherwise,
which in the discretion of Lender may seem to be necessary or advisable. This power is given as security for the Indebtedness, and the
authority hereby conferred is and shall be irrevocable and shall remain in full force and effect until renounced by Lender.
 
Severability. If a court of competent jurisdiction finds any provision of this Agreement to be illegal, invalid, or unenforceable as to any
circumstance, that finding shall not make the offending provision illegal, invalid, or unenforceable as to any other circumstance. If
feasible, the offending provision shall be considered modified so that it becomes legal, valid and enforceable. If the offending provision
cannot be so modified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Agreement shall not affect the legality, validity or enforceability of any other provision of this
Agreement.
 
Successors and Assigns. Subject to any limitations stated in this Agreement on transfer of Grantor's interest, this Agreement shall be
binding upon and inure to the benefit of the parties, their successors and assigns. If ownership of the Collateral becomes vested in a
person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's successors with reference to this Agreement and
the Indebtedness by way of forbearance or extension without releasing Grantor from the obligations of this Agreement or liability under
the Indebtedness.
 
Survival of Representations and Warranties. All representations, warranties, and agreements made by Grantor in this Agreement shall
survive the execution and delivery of this Agreement, shall be continuing in nature, and shall remain in full force and effect until such
time as Grantor's Indebtedness shall be paid in full.
 
Time is of the Essence. Time is of the essence in the performance of this Agreement.

 
DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Agreement. Unless
specifically stated to tile contrary, all references to dollar amounts shall mean amounts in lawful money of the United States of America.
Words and terms used in the singular shall include the plural, and the plural shall include the singular, as the context may require. Words
and terms not otherwise defined in this Agreement shall have the meanings attributed to such terms in the Uniform Commercial Code:

 
Account The word "Account" means the deposit account(s) described in the "Collateral Description" section.
 
Agreement. The word "Agreement" means this Assignment of Deposit Account, as this Assignment of Deposit Account may be
amended or modified from time to time, together with all exhibits and schedules attached to this Assignment of Deposit Account from
time to time.



 
Borrower. The word "Borrower'' means Polar Power, Inc. and includes all co-signers and co-makers signing the Note and au their
successors and assigns.
 
Collateral. The word ''Collateral" means all of Grantor's right, title and interest in and to all the Collateral as described in the Collateral
Description section of this Agreement.
 
Default. The word "Default" means the Default set forth in this Agreement in the section titled "Default".
 
Event of Default. The words "Event of Default" mean any of the events of default set forth in this Agreement in the default section of
this Agreement.
 
Grantor. The word "Grantor'' means Polar Power, Inc..
 
Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser, surety, or accommodation party to Lender, including
without limitation a guaranty of all or part of the Note.
 
Indebtedness. The word "Indebtedness" means the indebtedness evidenced by the Note or Related Documents, including all principal
and interest together with all other indebtedness and costs and expenses for which Grantor is responsible under this Agreement or under
any of the Related Documents.
 
Lender. The word "Lender" means Citibank, N.A., its successors and assigns.
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Note. The word "Note" means and includes without limitation Borrower's promissory note or notes, if  any, or any credit agreement or
loan agreement, evidencing Borrower's Indebtedness, as well as any substitute, replacement or refinancing note or notes or credit
agreement or loan agreement therefore.
 
Property. The word "Property" means all of Grantor's right, title and interest in and to all the Property as described in the "Collateral
Description" section of this Agreement.
 
Related Documents. The words "Related Documents" mean all promissory notes, credit agreements, loan agreements, environmental
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other instruments,
agreements and documents, whether now or hereafter existing, executed in connection with the Indebtedness.

 
GRANTOR HAS READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS ASSIGNMENT OF DEPOSIT ACCOUNT
AND AGREES TO ITS TERMS. THIS AGREEMENT IS DATED MARCH 21, 2017.
 
GRANTOR:
 
POLAR POWER, INC.    
    
By: /s/ Luis Zavala  By: /s/ Arthur Sams
 Luis Zavala, Chief Financial Officer of Polar Power, Inc.   Arthur Sams, Chief Executive Officer & President of Polar

Power, Inc.
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Polar Power Reports First Quarter 2017 Financial Results
 

First Quarter 2017 Net Sales up 47% to Record $5.0 Million
 
GARDENA, CA – April 28, 2017 – Polar Power, Inc. (NASDAQ: POLA), a global provider of prime and backup DC power solutions,
reported its financial results for the three months ended March 31, 2017.
 
Key First Quarter 2017 Financial & Operational Highlights:

 
· Received product approval and vendor listings for DC power solutions from two, Tier-1 wireless carriers in the U.S. Polar is now an

approved vendor to 3 of the top 5 U.S. wireless carriers.
 
· Hired and appointed strategic personnel:

 
o Andre Herbst - Director of Telecom Sales and Business Development Africa specializing in energy efficient solar hybrid power

systems. Also established an office in Cape Town, South Africa.
 
o Michael Mullen - Manager of Telecom Business Development Middle East. Also established an office in Dubai, United Arab

Emirates.
 
o Christopher Sabo - East Coast Regional Director of Telecom Business Development.

 
· Introduced a new and economical 15kW horizontal diesel DC generator to compete with legacy AC products in international and

U.S. markets.
 
· Commenced an R&D program for next generation DC power solutions for 5G market opportunities.
 
· Commenced an R&D program for 200kW DC generator for data centers and military applications.
 
· Increased net sales by 47% to $5.0 million, as compared to $3.4 million in Q1 2016.
 
· Operating income remained unchanged at $1.0 million.
 
· Net income remained unchanged at $0.6 million, or $0.06 per basic and diluted share, as compared to net income of $0.6 million, or

$0.08 per basic and diluted share, in Q1 2016.
 

Financial Results for the Three Months Ended March 31, 2017 Compared to 2016
 

· Net sales totaled $5.0 million in Q1 2017, an increase of 47%, as compared to $3.4 million in Q1 2016. The increase in net sales was
a result of an increase in the number of DC power systems sold within the U.S. telecommunications market.
 

· Backlog totaled $1.0 million at March 31, 2017, as compared to $3.1 million at December 31, 2016. The decrease in backlog at the
end of Q1 2017 as compared to the end of Q4 2016 was attributable to delays in renewing pricing terms for the Company’s DC
power solutions with existing and new customers, coupled with a lower than expected level of product sales to the Company’s
largest customer.

 

 



 

 

 
 

· Gross profit increased to $1.9 million in Q1 2017 as compared to $1.4 million in Q1 2016. This represents a 33% increase in gross
profit. Gross profit as a percentage of net sales, decreased 3.9% to 38.6% in Q1 2017, as compared to 42.5% in Q1 2016. The
decrease in gross profit as a percentage of net sales was attributable to the decrease in pricing of the Company’s power systems
during Q1 2017. In addition, an increase in direct labor that was absorbed in cost of sales negatively affected the Company’s
margins. Employee count increased 89% to 102 in the first quarter of 2017 as compared to 54 in the first quarter of 2016.

 
· Operating expenses increased to $1.0 million in Q1 2017 from $0.5 million in Q1 2016. The increase in operating expenses was

primarily due to the addition of sales and administrative personnel and an increase in consulting and accounting fees.
 

· Operating income remained unchanged at $1.0 million.
 

· Net income also remained unchanged at $0.6 million, or $0.06 per basic and diluted share in Q1 2017, compared to net income of
$0.6 million, or $0.08 per basic and diluted share, in Q1 2016.
 

· Cash at March 31, 2017 totaled $16.8 million, as compared to $16.2 million at December 31, 2016. The substantial balances of cash
as of the comparative periods ended March 31, 2017 and December 31, 2016 resulted from the net proceeds of $17.0 million from
the Company’s initial public offering in December 2016.

 
Management Commentary
 
“During the first quarter of 2017, we made substantial progress executing on our business plan,” said Polar Power CEO, Arthur Sams. “One
of our major goals was to reduce our customer concentration and to secure new wireless carriers for our DC power solutions. We are
pleased to report that during the first quarter we obtained approved vendor status with two additional U.S. wireless carriers. We expect
these new carriers to commence ordering products during the next two quarters.
 
“In preparation for these customers coming online, we reduced our pricing structure and started training new employees to gear up
production. These strategic decisions resulted in a decline in our gross profit as a percentage of net sales to 38.6% from our normalized
range of 40%-45%. We expect our gross profit as a percentage of sales to return to levels within the normalized range during the second
half of 2017, after we maximize labor efficiency and realize the positive changes with our new supply chain agreements.
 
“During the first quarter of 2017, we developed a new, 15kW horizontal diesel DC power system that comes at a lower cost and similar
margin profile as our current product portfolio. We believe that this new power system increases our competitiveness overseas, meets new
customer demands and will assist us in diversifying our current customer concentration profile amongst wireless carriers in the U.S. We
decided to implement more competitive pricing and develop new “economy” models in order to speed up product acceptance with new
customers.
 

 



 

  

 
 
“On the R&D front, our engineers commenced new initiatives for our next generation DC power solution that will address the significant
5G market opportunity, which we believe will be a much smaller footprint across many sites. We expect 5G to be fully commercialized by
2020. Small cell sites are a key requirement for the mainstream rollout of 5G and we believe our competitive advantage in size and
efficiency provides us with a unique opportunity to capitalize on this immense opportunity in the coming years.
 
“We believe the outlook for the remainder of 2017 is encouraging. Despite lower than expected sales and backlog for the first quarter of
2017, we remain confident in our ability to continue to execute on our business plan for 2017 and beyond. Our confidence is based in large
part upon our new Tier-1 wireless carrier customers, expected penetration in international markets, deployment of new products and the
commencement of our rental fleet with small to medium-sized telecoms.
 
“We look forward to sharing more on our developing story at three investor conferences during the month of May 2017,” concluded Sams.
 
About Polar Power, Inc.
Gardena, California-based Polar Power, Inc. (NASDAQ: POLA), designs, manufactures and sells direct current, or DC, power systems,
lithium battery powered hybrid solar systems for applications in the telecommunications market and, in other markets, including military,
electric vehicle charging, cogeneration, distributed power and uninterruptable power supply. Within the telecommunications market,
Polar’s systems provide reliable and low-cost energy for applications for off-grid and bad-grid applications with critical power needs that
cannot be without power in the event of utility grid failure. For more information, please visit www.polarpower.com.
 
Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995
With the exception of historical information, the matters discussed in this press release including, without limitation, Polar Power’s
expectation that its new customers will commence ordering products during the next two quarters; the expectation that Polar Power’s gross
profit as a percentage of net sales will return to within a range of 40%-45% during the second half of 2017; Polar Power’s belief that its
new economy DC power system will increase competitiveness overseas, meet new customer demands and assist in diversifying Polar
Power’s current customer concentration; the expectation of Polar Power that 5G technology will be fully commercialized by 2020 and that
its products have a competitive advantage in size and efficiency within this new market; Polar Power’s belief that the outlook for the
remainder of 2017 is encouraging; and Polar Power’s belief that it can continue to execute on its business plan for 2017 and beyond are
forward-looking statements and considerations that involve a number of risks and uncertainties. The actual future results of Polar Power
could differ from those statements. Factors that could cause or contribute to such differences include, but are not limited to, adverse
economic and market conditions, including demand for DC power systems; raw material and manufacturing costs; changes in governmental
regulations and policies; and other events, factors and risks previously and from time to time disclosed in Polar Power’s filings with the
Securities and Exchange Commission including, specifically, those factors set forth in the “Risk Factors” section contained in Polar Power’s
Form 10-K filed with the Securities and Exchange Commission on March 10, 2017.
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POLAR POWER INC.
BALANCE SHEETS

 

  

March 31,
2017

(Unaudited)   

December 31,
2016

 
ASSETS         
Current assets         

Cash and cash equivalents  $ 16,750,684  $ 16,242,158 
Accounts receivable   3,347,992   4,403,946 
Inventories, net   5,558,695   4,839,591 
Prepaid expenses   277,481   178,569 
Total current assets   25,934,852   25,664,264 
         

Other assets:         
Property and equipment, net   734,370   737,586 
Deposits   66,796   66,796 
Deferred tax assets   223,293   160,637 
Cash held as security   1,000,049   0 
         
Total assets  $ 27,959,360  $ 26,629,283 
         
LIABILITIES AND SHAREHOLDERS’ EQUITY         
Current liabilities         

Accounts payable  $ 966,304  $ 659,355 
Customer deposits   168,204   71,954 
Income taxes payable   1,661,244   1,227,308 
Accrued liabilities and other current liabilities   601,929   669,889 
Current portion of notes payable   107,568   111,368 
Total current liabilities   3,505,249   2,739,874 

Notes payable, net of current portion   209,253   237,431 
         
Total liabilities   3,714,502   2,977,305 
         
Commitments and Contingencies         
         
Shareholders’ Equity         

Preferred stock, $0.0001 par value, 5,000,000 shares authorized, no shares issued and outstanding   —   — 
Common stock, $0.0001 par value, 50,000,000 shares authorized, 10,143,158 and, 10,143,158 shares
issued and outstanding, respectively   1,014   1,014 
Additional paid-in capital   19,242,715   19,242,715 
Retained earnings   5,001,129   4,408,249 
Total shareholders’ equity   24,244,858   23,651,978 
         

Total liabilities and shareholders’ equity  $ 27,959,360  $ 26,629,283 
 

 



 

 

 
POLAR POWER INC.

STATEMENTS OF OPERATIONS
(Unaudited)

 

  
Three Months Ended

March 31,  
  2017   2016  

       
Net sales  $ 4,966,981  $ 3,387,743 
Cost of sales   3,050,251   1,949,639 
Gross profit   1,916,730   1,438,104 
Operating Expenses         

General and administrative   671,425   363,798 
Research and development   76,003   74,583 
Sales and Marketing   195,094   41,931 
Depreciation and amortization   7,734   5,646 

Total operating expenses   950,256   485,958 
Income from operations   966,474   952,146 
Other Income (Expenses)         

Interest expenses   (4,776)   (24,004)
Other Income   2,462   1,229 

Total other Income (Expense), net   (2,314)   (22,775)
Income before income taxes   964,160   929,371 
Income tax provision   371,280   353,161 
Net Income  $ 592,880  $ 576,210 
         
Net Income per share – basic and diluted  $ 0.06  $ 0.08 
Weighted average shares outstanding, basic and diluted   10,143,158   7,383,150 
 

 



 

 

 
 

POLAR POWER INC.
STATEMENTS OF CASH FLOWS

(Unaudited)
 

  
Three Months Ended

March 31,  
  2017   2016  

Cash flows from operating activities:         
Net Income  $ 592,880  $ 576,210 
Adjustments to reconcile net income to net cash used in operating activities:         

Common shares issued for services   -   37,500 
Depreciation and amortization   59,174   40,914 
Changes in operating assets and liabilities         

Accounts receivable   1,055,954   (839,445)
Inventories   (719,104)   (295,250)
Prepaid expenses   (98,912)   (27,037)
Deposits   -   (7,500)
Deferred tax asset   (62,656)   - 
Accounts payable   306,949   477,127 
Income taxes payable   433,936   353,161 
Customer deposits   96,250   (108,535)

Accrued expenses and other current liabilities   (67,960)   (55,880)
Net cash provided by (used in) operating activities   1,596,511   151,265 

         
Cash flows from investing activities:         
Acquisition of property and equipment   (55,957)   (93,805)
Payable for acquired technology   -   (45,000)
Net cash used in investing activities   (55,957)   (138,805)
         
Cash flows from financing activities:         
Advances (repayment) of credit line net   0   39,711 
Repayment of notes   (31,979)   (82,719)
Cash held as security   (1,000,049)   - 
Net cash used in financing activities   (1,032,028)   (43,008)
         
Increase (decrease) in cash and cash equivalents   508,526   (30,548)
Cash and cash equivalents, beginning of period   16,242,158   263,418 
Cash and cash equivalents, end of period  $ 16,750,684  $ 232,870 
         
Supplemental Cash Flow Information:         
Interest paid  $ 4,776  $ 24,004 
Taxes Paid   -   - 
Supplemental non-cash investing and financing activities:         
Assets acquired under notes payable  $ -  $ 223,186 

  

 


