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Washington, D.C. 20549

FORM 8-K
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Pursuant to Section 13 OR 15(d) of the Securities Exchange Act of 1934
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FLUX POWER HOLDINGS, INC.
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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions (see General Instruction A.2. below):

[0 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

[ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[0 Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
Securities registered pursuant to Section 12(b) of the Act: None

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter) or
Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company O

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. O

Item 1.01 Entry into a Material Definitive Agreement.

On July 3, 2019, Flux Power Holdings, Inc. (the “Registrant”) and Flux Power, Inc., a wholly-owned subsidiary of the Registrant (the “Company”), entered
into a certain loan agreement with Cleveland Capital, L.P., a Delaware limited partnership and a minority stockholder of the Registrant (“Cleveland”), pursuant to
which Cleveland agreed to loan the Company $1,000,000 (the “Loan”).

In connection with the Loan, on July 3, 2019, the Company issued Cleveland an unsecured short-term promissory in the amount of $1,000,000 (the
“Unsecured Promissory Note”). The promissory note bears an interest rate of 15.0% per annum and is due on September 1, 2019, unless repaid earlier from a
percentage of proceeds from certain identified accounts receivable. In connection with the Loan, the Registrant issued Cleveland a three-year warrant (the
“Cleveland Warrant”) to purchase the Registrant’s common stock in a number equal to one-half percent (0.5%) of the number of shares of common stock
outstanding after giving effect to the total number of shares of common stock sold in a public offering. The Cleveland Warrant has an exercise price equal to the
per share public offering price.

Cleveland is a minority stockholder of the Registrant. Cleveland is also a lender pursuant to a certain amended and restated credit facility agreement
dated March 28, 2019 by and among Cleveland, the Company, Esenjay Investments, LLC, (“Esenjay”), and additional lenders to such agreement (“Additional
Lenders”). In connection therewith, Cleveland was also issued a secured promissory note. To secure the obligations under such note, Cleveland entered into a
certain amended and restated credit facility agreement dated March 28, 2019, with the Company, Esenjay and the Additional Lenders.

The foregoing description of the terms of the Loan Agreement, the Unsecured Promissory Note, and the Cleveland Warrant, does not purport to be
complete and is qualified in its entirety by reference to the full text of the respective agreements, copies of which are filed hereto as Exhibits 10.1, 10.2, and 10.3,
and are incorporated herein by reference.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

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

Item 9.01 Financial Statements and Exhibits



Exhibit No. Exhibit Description

10.1 Loan Agreement dated July 3, 2019
10.2 Unsecured Promissory Note dated July 3, 2019
10.3 Cleveland Warrant dated July 3, 2019
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

Flux Power Holdings, Inc.
a Nevada corporation

Dated: July 9, 2019 By: /s/ Ronald F. Dutt
Ronald F. Dutt, Chief Executive Officer




LOAN AGREEMENT

THIS LOAN AGREEMENT (this “Agreement”), dated as of July (3 2019, by and between,
Flux Power Holdings, Inc., a Nevada corporation (“Flux™), Flux Power, Inc., a California corporation
(“Borrower,” and together with Flux, the “Company™), and Cleveland Capital, L.P. (“Lender”).
Cleveland, Flux and Borrower each a “Party™ and collectively, the *Partics”.

RECITALS

WHEREAS, Borrower is in the process of obtaining an asset based line of credit and wishes to
obtain a short-term loan until such line of credit has been established: and

WHEREAS, Lender wishes to provide Borrower with a loan in the amount of One Million
Dollar ($1.000.000) (“Loan™) pursuant to the terms and conditions of this Agreement.
AGREEMENT

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

L The Loan.
(a) Issuance of Notgs. Subject to the terms and conditions hereof, Borrower shall

issue and sell to Lender, and Lender shall purchase from Borrower, an unsecured promissory note in the
form of Exhibit A hereto (the “Note™), for an aggregate principal amount of One Million Dollars
($1.000,000). The terms and conditions of the Note are set forth in the form of Note, in substantially the
form attached hereto as Exhibit A.

(b) Issuance of Warrant. In order to induce Lender to enter into this Agreement and
as additional consideration for the Loan, Flux shall issue and sell to Lender, and Lender shall purchase
from Flux, a three (3) year warrant (“Warrant™) based on the terms and conditions set forth in the warrant
attached hereto as Exhibit B,

(c) This Agreement, Warrant, the Note, together with all other agrecments,
documents, and instruments herctofore or hereafter executed in connection therewith or with the Loan to
be made under this Agreement, as the same may be amended, supplemented or modified from time 1o
time, shall collectively be referred to herein as the “Loan Documents.”

2 Representations and Warranties of The Company. The Company represents and warrants
to Lender that:
(a) Ce te Existence and Power,

(1) The Company is a corporation duly organized, validly existing and in
good standing under the laws of the state of incorporation.

(i) The Company has the power and autherity 1o own its properties and
assets and (o carry out its business as now being conducted.
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(iii)  The Company has the power and authority to execute, deliver and
perform the Loan Documents to which it is a party, to borrow and guaranty the Loan and the interest, fees
and expenses payable in connection therewith in accordance with the terms thereof, to exccute, deliver
and perform its obligations under the Loan Documents to which it is a party and any other documents
made by it as contemplated hereby.

ih) Authorizatior Is. All corporate action on the part of the Company,
its board of directors, and sharcholders necessary for the (a) authorization, execution, delivery and
performance by it of the Loan Documents to which it is a party, and (b) the performance of its obligations
under the Loan Documents to which it is a party, has been taken. This Agreement and the other Loan
Documents to which it is a party, when exceuted and delivered by the Company, shall constitute the valid
and binding obligations of Borrower, enforceable thereagainst in accordance with their respective terms,

{c) isi wer Authority. The Company has all of the requisite power,
authorily, and capacity to exccute, deliver, and comply with the terms of this Agreement, and such
execution, delivery, and compliance does not conflict with, or constitute a default under, the Company’s
Anrticles of Incorporation or By-laws, any law, regulation or order, or any agreement to which the
Company is a party or by which the Company may be bound. All action on the Company's part
necessary for the execution and delivery of this Agreement, the consummation of the transactions
contemplated hereby, and the performance of all obligations of the Company hereunder has been taken.
This Agreement has been duly executed and delivered by the Company.

(d) 3 iance with L Etc. The execution and delivery of this Agreement and
the Loan Documents to which it is a party does not and will not violate any requirement of law or any
contractual obligation of the Company.

(e) Defaults. The Company is not currently in default of any contractual obligation
that would have a material adverse effect on the Company’s business, assets or financial condition.

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

3 Representations and Warranties of The Lender. The Lender represents and warrants to

the Company that:

{a) Requisite Power and Authority. Lender has all of the requisite power, authority,

and capacity 1o execute, deliver, and comply with the terms of this Agreement, and such execution,
delivery, and compliance does not conflict with, or constitute a default under, any instruments governing
Lender, any law, regulation or order, or any agreement to which Lender is a party or by which Lender
may be bound. Al action on Lender’s part necessary for the exccution and delivery of this Agreement,
the consummation of the transactions contemplated hereby, and the performance of all obligations of
Lender hereunder has been taken. This Agreement has been duly executed and delivered by Lender.

(k) Accredited Status. Lender is an aceredited investor as such term is defined under
Rule 501 of the Securities Act of 1933, as amended (“Securitics Act”™).

(c) Investment Intent; Authority. This Agreement is made with the Lender in
reliance upon such Lender’s representation to the Company, evidenced by Lender’s execution of this
Agreement, that Lender is acquiring the Warrant and underlying common stock of Flux (“Securities™) for

(]

AB16-0158-7630.4




investment for Lender’s own account for investment and not with a view 1o, or for resale in connection
with, any distribution or public offering thereof within the meaning of the Securities Act. Lender has the
full right, power, authority and capacity to enter into and perform this Agreement and this Agreement will
constitute a valid and binding obligation upon the Lender, except as the same may be limited by
bankruptey, insolvency, moratorium, and other laws of general application affecting the enforcement of
creditors’ rights.

(d) uritie 1 is . Lender understands and acknowledges that the
offering of the Securities pursuant 1o this Agreement will not be registered under the Securities Act on the
grounds that the offering and sale of securities contemplated by this Agreement are exempt from
registration under the Securities Act, and that the Company’s reliance upon such exemption is predicated
upon such Lender’s representations set forth in this Agreement. Lender acknowledges and understands
that resale of the Securities may be restricted indefinitely unless they are subsequemtly registered under
the Securities Act or equivalent applicable state registration or an exemption from such regisiration as is
available,

{e) Mo Transfer. Lender covenants not to dispose of any of Lender’s Securities other
than in conjunction with an effective registration statement under the Securities Act or in compliance with
Rule 144 promulgated under the Securities Act or pursuant to another exemption from registration or o
an entity affilisted with such Lender and other than in compliasnce with the applicable securities
regulations laws of any state.

N Knowledge and Experience. Lender is an existing sharcholder of the Flux and is
familiar with the Company's business and the risks related to the purchase of the Sccurities. Lender
believes it has received all the information it considers necessary or appropriate for deciding whether 1o
purchase the Securities. Lender has had an opportunity to ask questions and receive answers from the
Company regarding the terms and conditions of the offering of the Securities and the business, properties,
prospects and financial condition of the Company. Lender (i) has such knowledge and experience in
financial and business matters as to be capable of evaluating the merits and risks of Lender's prospective
investment in the Securities, (ii) has the ability to bear the economic risks of Lender's prospective
investment, and (iii) has not been offered any of the Securities by any form of advertisement, article,
notice or other communication published in any newspaper, magazine, or similar media or broadcast over
television or radio, or any seminar or meeting whose atiendees have been invited by any such media.

(2 Lender acknowledges and agrees that the Securities and Exchange Commission
has not reviewed the offer and sale of the Securities, and that the Securities has not been registered under
the Securities Act or any other applicable securities laws of any state or jurisdiction, and Lender cannot
sell or otherwise transfer the Securitics except as permitted under the Securities Act and applicable state
securitics laws or an exemption therefrom, provided that Lender delivers to Flux an opinion of counsel
(which opinion and counsel are satisfactory to Flux) confirming the availability of such exemption upon
Flux's request. Lender understands and agrees that the certificate(s) representing the shares of common
stock of Flux will bear one or more restrictive legends determined by counsel to Flux to be necessary or
appropriate in order to comply with United States federal or state securities law or to secure or prolect any
applicable exemptions from registration or qualification, including substantially the following legend(s)
and Lender agrees to abide by the terms thereof:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE “SECURITIES ACT"), OR ANY STATE SECURITIES
LAWS.,  THESE SHARES MAY NOT BE SOLD, TRANSFERRED,
ASSIGNED, PLEDGED, HYPOTHECATED OR OTHERWISE ASSIGNED
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EXCEPT PURSUANT TO (i) A REGISTRATION STATEMENT RELATED
TO THE SECURITIES WHICH 15 EFFECTIVE UNDER THE SECURITIES
ACT, (i) RULE 144 PROMULGATED UNDER THE SECURITIES ACT OR
(i) AN OPINION OF COUNSEL OR OTHER EVIDENCE SATISFACTORY
TO THE COMPANY AND ITS COUNSEL THAT AN EXEMPTION FROM
THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT OR
ANY APPLICABLE STATE SECURITIES LAWS IS AVAILABLE.

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

IM'to Company: Flux Power, Inc.
Attn: President and CEO
2685 8. Melrose Drive
Vista, CA 92081
rdutt@ Muxpwr.com

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

or at such other address of which any party may, from time 1o time, advise the other party by notice in
wriling given in accordance with the foregoing. The date of receipt of any such notice shall be deemed 1o
be the date of delivery or facsimile (with confirmation) thereof.

5. Entire_Agreement,  This Agreement, the other Loan Documents, and the other
agreements entered into in connection herewith supersede all prior negotiations and agreements (whether
written or oral) and constitute the entire understanding among the parties hereto,

6. Fees and Expenses. Exeept as otherwise set forth herein, each Party will bear its own
expenses and legal fees incurred on its behall with respect 1o this Agreement and the transaction
contemplated hereby; provided, the Borrower shall, upon written request, promptly reimburse the Lender
for its legal expenses in an amount not to exceed $5,000.

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

L8 Headings. The section headings contained in this Agreement are for convenience only
and shall not control or affect the meaning or construction of any of the provisions of this Agreement,

a. Gio aw. This Agreement shall be construed and enforced in accordance with the
laws of the State of New York without reference to principles of conflict of law and, in the event of any
litigation or other dispute in connection with this Agreement or any of the exhibits attached hereto, the
venue and jurisdiction of which shall be in San Diego County, California.
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10, Delay, Ete. No delay or omission to exercise any right, power or remedy accruing to any
party hereto shall impair any such right, power or remedy of such party nor be construed to be a waiver of
any such right, power or remedy, nor constitute any course of dealing or performance hereunder.

1. Costs and Attorneys” Fees. The Company agrees, within thirty (30) days of demand 10
pay, or reimburse, cach of the Lenders for its payment of all costs and expenses, if any, in connection
with the enforcement of this Agreement or any other Loan Document and stamp and other similar taxes, il
any. incident to the execution and delivery of the documents (including, without limitation, the Note)
herein contemplated and to hold such Lender free and harmless in connection with any liability arising
from the nonpayment of any such stamp or similar taxes.

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

aris; 2 5 . This Agreement may be executed in one or more
counterparts (any of which may be delivered by fax or electronic mail transmission), cach of which will
for all purposes be deemed to be an original and all of which will constitute the same instrument,

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

FLUX:

Flux Power Holdings, Inc.,
a Nevada corporation

17 Kt

Ronald F. Dutt, President and Chief’ Executive Officer

BORROWER:

Flux Power, Ine.,
a California corporation

7 ™

Ronald F. Dutt, President and Chief Exceutive Officer

LENDER:

Cleveland C; ?n P
By: 7—/1/
]A-LDLP/[ MeseD

MName i
Co-Mamoino Hettieg, Cicvend) epomit mel, Lo
Title

CP of Clivapsy om L &P
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FORM OF PROMISSORY NOTE
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FORM OF WARRANT
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UNSECURED PROMISSORY NOTE

£1,000.000 Vista, Califorma
Tuly 3, 2019

FOR VALUE RECEIVED. Flux Power. Inc. a Califormia corporahon (“Bommower™). hereby
unconditionally promises to pay to Cleveland Capital. LP. or its registered assigns (“Holder™). the
prncipal amount of One Million Dollar ($1,000.000) {(*Principal Amount™) pursuant to that certamn Loan
Agreement, dated July 3, 2019, by and between Flux Power, Holdings, Inc. a Nevada corporation,
Borrower and Holder (the “Loan Agresment”), together with interest thereon in accordance wath the terms
hereof. from the date hereof unnl the date on which this Unsecured Promissory Note (the * ‘Note™) 15 pmd
in full. All capitalized terms used and not defined herein shall have the meanimgs ascribed to them in the
Loan Agreement.

L Terms of Note.

(a) Interest Rate, Interest on the then outstanding Principal Amount of this Note shall
accrue at a rate per annum equal to fifteen percent (15%), beginning on the date of thus Note. All interest
shall be caleulated on the basis of the actual daily balances of Pnncipal Amount outstanding for the exact
number of days elapsed. using a year of three hundred sixty (360) days.

(b) Matunty Date. Except as otherwise provided herein. the entire Principal Amount
ofl]us Note. together wath all accrued but unpmd interest pavablc thereon. shall be due and payable in full
(a_'. defined below), Euuded hmrme! the Borrower s-ITalI_m.akz penodic pavments of interest and principal
witlun ten (10) days upon receipt of cash from accounts recervables identified 1n Schedule A (“Recervables™).
an amount equal to 1p0fs of cash received from such Receivables. Such payments shall be applied first to
the payment of unpaid mterest and second to reduce the outstanding Principal amount.

2. Voluntary Prepavment. Outstanding Principal Amount, together with interest thereon, may
be prepaid. in whole or in part, at any time prior to the Maturity Date without penalty.

3 Events of Default. Upon the occurrence of any of the following events (“Event of
Default™). the Borrower shall be in default hereunder:

(a) failure by the Borrower to pay when due any of the principal or accrued and unpad
nterest hereunder: or

(b) the Borrower (1) applies for or consents to the appointment of a receiver. trustee,
custodhan or hquidator of tself or any part of its property, (1) becomes subject to the appomntment of a
receiver, trustee, custodian or hquudator of wself or any part of its property if such appointment 1s not
termunated or dismussed wathun tharty (30) davs, (1) makes an assignment for the benefit of creditors, (V)
15 adjudicated as bankrupt or msolvent, (v} institutes any proceedings under the United States Bankruptey
Code or any other federal or state bankruptey. reorgamzation. receivershup. insolvency or other sinular law
affecting the nights of creditors generally, or files a petition or answer seeking reorgamzation or an
arrangement with creditors to take advantage of any msolvency law. or files an answer admutting the
matenal allegations of a bankrupicy. reorganization or insolvency petition filed agaimnst 1t, or (v1) becomes
subject to any proceedmgs under the Umted States Bankruptcy Code or any other federal or state
bankruptey. reorgamzation, receivership, insolvency or other similar law affecting the rights of creditors
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generally, whieh proceeding 1s not disnmssed watlun tharty (30) davs of filing, or has an order for relief
entered against 1t in any proceeding under the Umited States Bankruptey Code, or (vir) 15 unable to pay its
debts as they come due.

If an Event of Default occurs. all indebtedness under this Note shall become immediately

due and payable. and the Borrower shall immediately pay to Helder all amounts outstanding hereunder,
Holder shall. following and during the continuance of an Event of Default. also have all other nights which
Holder may have pursuant to apphcable law,
A, Amendment and Warver. Neither party may assign this Note nor any night or mterest
ansing out of thus Note, in whoele or 1n part, without consent of the other party. Any term of thns Note may
be amended and the observance of any term of this Note may be waived (either generally or in a particular
instance and esther retroactively or prospectively). only with the written consent of the Borrower and
Holder

6. Place of Pavment. Payments of pnncipal and interest and all notices and other
communications 1o Holder hereunder or wath respect hereto are to be delivered to Holder at the address
1dentified in the Loan Agreement or to such other address as specified by Holder by prior written notice to
the Borrower, including any transferee of this Note.

7 Costs of Collection. In the event that the Borrower fails to pay when due (including,
without Limitation upon aceeleration in connection with an Event of Default) the full amount of principal
and'or mierest hereunder, the Borrower shall indemmify and hold harmless Helder of anv portion of thes
Note from and against all costs and expenses ncurred m connection wath the enforcement of this provision

or collection of such principal and interest, including, without limetation. attorneys”® fees and expenses

3 Waivers, The Bomrower hereby waives presentment, demand, notice, protest and all other
demands and notices 1in connection with the delivery, acceptance. performance. default or enforcement of
this Note.

9 Mutilated, Destroved, Lost and Stolen Note. In case the Note shall be mutilated, lost, stolen
or destroyed. the Borrower shall 1ssue a new Note of like date, tenor and denonunation and deliver the same
m exchange and substituhon for and upon surrender and cancellation of the mutlated Note, or in heu of a
lost, stolen or destroved Note. upon receipt of evidence satisfactory to the Borrower of the loss. theft or
destruction of such Note,

10. Interest Savings Clause. In the event any interest 1s paid on tlus Note which 15 deemed to
be m excess of the then legal maximum rate. then that portion of the interest payment representing an
amount in excess of the then legal maxamum rate shall be deemed a pavinent of principal and applied agamst
the principal of this Note.

11, Governing Law THIS NOTE AND THE RIGHTS AND DUTIES OF THE BORROWER
AND HOLDER HEREOF SHALL BE GOVERNED BY, CONSTRUED IN AND ENFORCED IN
ACCORDANCE WITH. THE LAWS OF THE STATE OF NEW YORK APPLICABLE TO

CONTRACTS EXECUTED AND TO BE PERFORMED ENTIRELY WITHIN THAT STATE.

L3
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IN WITNESS WHEREOF, the Borrower has executed and delivered this Note on July 3, 2019
BORROWER:
Flux Power. Inc.
i 1 —
B} ,Jl{ ~ &MV

Name: Ronald Dunt i
Title: Chuef Executive Officer
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THIS WARRANT CERTIFICATE AND THE SECURITIES
ISSUABLE UPON EXERCISE HEREOF HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE *“SECURITIES ACT™) OR ANY STATE
SECURITIES LAWS AND MAY NOT BE SOLD, TRANSFERRED
OR OTHERWISE DISPOSED OF UNLESS REGISTERED
UNDER THE SECURITIES ACT AND UNDER APPLICABLE
STATE SECURITIES LAWS OR THE ISSUER SHALL HAVE
RECEIVED AN OPINION OF COUNSEL REASONABLY
SATISFACTORY TO THE ISSUER THAT REGISTRATION OF
SUCH SECURITIES UNDER THE SECURITIES ACT AND
UNDER THE PROVISIONS OF APPLICABLE STATE
SECURITIES LAWS IS NOT REQUIRED.

FLUX POWER HOLDINGS, INC.

WARRANT CERTIFICATE

Issue Date: July 3, 2019 No.: 2019-1

THIS WARRANT CERTIFICATE is given by Flux Power Holdi ngs, Inc. (the “fssuer”) in
connection with the Loan Agreement dated July 3, 2019 (“Agreement™) , by and among the Issuer, Flux
Power, Inc. a California corporation and wholly owned subsidiary of the Issuer (the “Borrower”) and
Cleveland Capital, L.P. (“Cleveland”).

This Warrant Certificate (“Warrant Certificate”) certifics that for value received, Cleveland
Capital, L.P. or its registered assigns (the “Holder”) is entitled to subscribe for and purchase, during the
Term (as hereinafier defined), the number of Warrants (“Warranis™) as determined below, each of which
entitles the Holder thercof to purchase during the term, one fully paid and non-assessable share of
common stock, $.001 par value per share, of the Issuer, at an exercise price per share equal to the per
share price of common stock sold in a public offering (“Offering”) of the Issuer’s common stock that has
been registered with the Sccurities and Exchange Commission on Registration Statement on Form §-1
(the “Warrant Price”), as may be adjusted, subject, however, to the provisions and upon the terms and
conditions hereinafter set forth. Capitalized terms used in this Warramt Certificate and not otherwise
defined herein shall have the respective meanings specified in Section 7 hereof,

. Warrant Coverage. The number of Warrants that Holder will be entitled to purchase shall
be equal to 0.5% of the total issued and outstanding shares of Comman Stock immediately following the
closing of the Offering.

2 Term, The term of this Warrant Centificate shall commence on the Issue Date and shall

expire at 6:00 p.m., Eastern Time, on the third anniversary of the Issue Date (such period being the
“Term™).

AKIEII00-6347 3 I

Exhibit 10.3




(a) Time of Exercise. The purchase rights represented by this Warrant Certificate
may be exercised at any time during the Term after the initial closing of the Offering.

(b)  Method of Exercise. Each Warrant shall entitle the Holder to purchase one share
of common stock of the Issuer at the Warrant Price. The Holder hereof may exercise the Warrants, in
whale or in part, by the surrender of the Warrant Certificate (with the exercise form attached hereto duly
executed) at the principal office of the Issuer, and by the payment to the Issuer of an amount of
consideration therefor equal to the Warrant Price in effect on the date of such exercise multiplied by the
number of shares of Warrant Stock with respect to which the Warrant Certificate is then being exercised,
payable at such Holder’s election by certified or official bank check or by wire transfer to an account
designated by the Issuer,

(¢}  Cashless Exercise. The Holder may, al its election exercised in its sole
discretion, exercise this Warrant and, in lieu of making the cash payment otherwise contemplated 10 be
made 10 the Issuer upon such exercise in payment of the Warrant Price for the Warrant Shares specified in
this Warrant, elect instead to receive upon such exercise the net number of shares of Common Stock
(represented by “X") determined according to the following formula (a “Cashless Exercise’'):

(AxB)-(AxC)
X= eeveenmmremassssssess

=5 B

For purposes of the foregoing formula:

X= the number of shares of Warrant Stock to be issued to the Holder.

A= the total number of shares with respect to which this Warrant is then being
exercised.

B= the average of the Closing Prices of Issuer’s Common Stock for the five
Trading Day immediately preceding the date of the notification by the Holder to
the Issuer of a Cashless Exercise,

C= the Warrant Price then in cffect at the time of such exercise (as adjusted)

(d) Issuance of $ ‘ertificates, In the event of any exercise of the Warrants in
accordance with and subject to the terms and conditions hereof, certificates for the shares of Warrant
Stock so purchased shall be dated the date of such exercise and delivered to the Holder hereof as soon as
reasenable practicable and in no event shall such centificate be delivered later than ten (10) business days
from the date in which the notice of election was received by the Issuer.

(d) Transferability of Warrant, Subject to Section 3(e) hereof, the Warrants may be
transferred by a Holder, in whole or in part, without the consent of the Issuer. If transferred pursuant to
this paragraph, the Warrants may be transferred on the books of the Issuer by the Holder hereof in person
or by duly authorized attorney, upon surrender of this Warrant Certificate at the principal office of the
Issuer, properly endorsed (by the Holder executing an assignment in the form attached here 10) and upon

L]

ARIR-IMR6347 3




payment of any necessary transfer tax or other govemmental charge imposed upon such transfer. This
Warrant Certificate is exchangeable at the principal office of the Issuer for Warrants 1o purchase the same
aggregate number of shares of Warrant Stock, each new Warrant to represent the right 1o purchase such
number of shares of Warrant Stock as the Holder hereof shall designate at the time of such exchange. All
Warrants issued on transfers or exchanges shall be dated the Issue Date and shall be identical with this
Warrant Certificate excepl as to the number of shares of Warrant Stock issuable pursuant thereto,

(e) Compliance with Securities Laws,

(i)  The Holder of this Warrant Centificate, by acceptance hereof,
acknowledges that the Warrants and the shares of Warram Stock to be issued upon exercise hereof are
being acquired solely for the Holder’s own account and not as a nominee for any other party, and for
investment, and agrees that the Holder will not acquire the Warrant Stock, offer, sell or otherwise dispose
of this Warrant or any shares of Warrant Stock to be issued upon exercise hereofl except pursuant to an
effective registration statement, or an exemption from registration, under the Securities Act and any
applicable state securities laws, Holder represents and warrants that Holder s an “accredited * investor as
such term is defined under Rule 501 of the Securities Act of 1933, as amended.

(ii)  This Warrant Centificate and all certificates representing shares of
Warrant Stock issued upon exercise hereof shall be stamped or imprinted with a legend in substantially
the following form:

THIS WARRANT CERTIFICATE, THE WARRANTS, AND THE
SECURITIES ISSUABLE UPON EXERCISE HEREOF HAVE NOT
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE *“SECURITIES ACT™) OR ANY STATE
SECURITIES LAWS AND MAY NOT BE SOLD, TRANSFERRED
OR OTHERWISE DISPOSED OF UNLESS REGISTERED UNDER
THE SECURITIES ACT AND UNDER APPLICABLE STATE
SECURITIES LAWS OR THE ISSUER SHALL HAVE RECEIVED
AN OPINION OF COUNSEL REASONABLY SATISFACTORY TO
THE ISSUER THAT REGISTRATION OF SUCH SECURITIES
UNDER THE SECURITIES ACT AND UNDER THE PROVISIONS
OF APPLICABLE STATE SECURITIES LAWS IS NOT REQUIRED,

(g) Loss, Theft, Destruction of Warrants, Upon receipt of evidence satisfactory to the
Issuer of the ownership of and the loss, thefi, destruetion or mutilation of any Warrant and, in the case of
any such loss, theft or destruction, upon receipt of indemnity or security satisfactory to the Issuer or, in
the case of any such mutilation, upon surrender and cancellation of such Warrant, the Issuer will make
and deliver, in lieu of such lost, stolen, destroyed or mutilated Warrant, a new Warrant of like tenor and
representing the right to purchase the same number of shares of Warrant Stock.

(h) Beneficial Ownership Restrictions.  In no event shall the Holder be entitled 10
exercise any portion of this Warrant if the number of shares of Common Stock to be issued pursuant o
such conversion or exercise, when aggregated with all other shares of Common Stock owned by the
Holder at such time, would result in the Holder beneficially owning (as determined in accordance with
Section 13(d) of the Securities and Exchange Act of 1934, and the rules thereunder) in excess of 9.99% of
the then issued and outstanding shares of Common Stock outstanding at such time; provided, however,
that upon the Holder providing the Issuer with sixty-one (61) days notice (the "Waiver Notice™) that the
Holder would like to waive this Section 3(h) with regard to any or all shares of Common Stock issuable
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upon conversion or exercise of this Warrant, this Section 3(h) shall be of no force or effect with regard to
those shares of Common Stock referenced in the Waiver Notice,

4. Adjustment_of Warrant_Pri Shares lssuable L] [
Warrant Price and the Warrant Share Number shall be subject 1o adjustment from time to time as set forth
in this Section 4. The Issuer shall give the Holder notice of any event deseribed below that reguires an
adjustment pursuant 1o this Section 3 in accordance with the notice provisions set forth in Seetion 3.

(a)  Recapitalization, Reorganization, Reclassification, Consolidation, Merger or Sale.

(i) In case the Issuer afier the Issue Date shall do any of the following (each,
a “Triggering Event"): (A) consolidate or merge with or into any other Person and the Issuer shall not be
the continuing or surviving corporation of such consolidation or merger, or (B) permit any other Person to
consolidate with or merge into the Issuer and the Issuer shall be the continuing or surviving Person but, in
conmection with such consolidation or merger, any Capital Stock of the Issuer shall be changed into or
exchanged for Securities of any other Person or cash or any other property, or (C) transfer all or
substantially all of its properties or assets 1o any other Person, or (D) effect a capital reorganization or
reclassification of its Capital Stock, then, and in the case of each such Triggering Event, proper provision
shall be made to the Warrant Price and the number of shares of Warrant Stock that may be purchased
upon exercise of this Warrant Centificate so that, upon the basis and the terms and in the manner provided
in this Warrant Certificate the Holder of this Warrant Certificate shall be entitled upon the exercise hereof
al any time after the consummation of such Triggering Event, to the extent the Warrants are not exercised
prior to such Triggering Event, to receive at the Warrant Price as adjusted to take into account the
consummation of such Triggering Event, in licu of the Warrant Stock issuable upon such exercise of the
Warrants prior to such Triggering Event, the Sccuritics, cash and property 1o which such Holder would
have been entitled upon the consummation of such Triggering Event if such Holder had exercised the
rights represented by this Warrant Certificate immediately prior thercto subject to adjustments
(subsequent to such corporate action) as nearly equivalent as possible 10 the adjustments provided for
clsewhere in this Section 4. Upon the occurrence of a Triggering Event, the Issuer shall notify the Holder
in writing of such Triggering Event and provide the calculations in determining the amount of issuable
Securities, cash or property issuable upon exercise of the new warrant and the adjusted Warrant Price.
Upon the Holder's request, the continuing of surviving corporation as a result of such Triggering Event
shall issue to the Holder a new warrant of like tenor evidencing the right to purchase the adjusted amount
of Securities, cash or property and the adjusted Warrant Price pursuant to the terms and provisions of this
Section 4(a)(i).

(b) Stack Dividends, Subdivisions and Combinations, If at any time the Issuer shall:

(i) make or issue or set a record date for the holders of the Common Stock
for the purpose of entitling them to receive a dividend payable in, or other distribution of, shares of
Common Stock,

(i) subdivide its outstanding shares of Common Stock into a larger number
of shares of Common Steck, or

(iii)  combine its outstanding shares of Common Stock into a smaller number
af shares of Common Stock,

then (A) the number of shares of Warrant Stock for which this Warrant Certificate is

exercisable immediately after the occurrence of any such event shall be adjusted to equal the number of
shares of Warrant Stock which a record holder of the same number of shares of Warrant Stock for which
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this Warrant Certificate is exercisable immediately prior to the occurrence of such event would own or be
entitled 1o receive after the happening of such event, and (B) the Warrant Price then in effect shall be
adjusted to equal (1) the Warrant Price then in effect multiplied by the number of shares of Warrant Stock
for which this Warrant is exercisable immediately prior to the adjustment divided by (2) the number of
shares of Warrant Stock for which this Warrant is exercisable immediately after such adjustment.

5. otice_of_Adjustments. Whenever the Warrant Price or Warrant Share Number is
adjusted pursuant to Section 4 hereof (for purposes of this Section 5, each an “Adjustmenst™), the Issuer
shall cause its Chief Financial Officer 1o prepare and execute a centificate sewting forth, in reasonable
detail, the event requiring the Adjustment, the amount of the Adjustment, the method by which such
Adjustment was calculated (including a description of the basis on which the Board made any
determination hereunder), and the Warrant Price and Warrant Share Mumber afier giving effect 1o such
Adjusiment, and shall cause copies of such centificate to be delivered to the Holder of this Warrant
Certificate prompily after each Adjustment.

6. Eractional Shares. Mo fractional shares of Warrant Stock will be issued in connection
with any exercise hereof, but in licu of such fractional shares, the Issuer shall round the number of shares
to be issued upon exercise up to the nearcst whole number of shares.

F 5 Definitions. For the purposes of this Warrant Centificate, the following terms have the
following meanings:

“Agreement’” has the meaning set forth in the preamble,
“Board” means the Board of Directors of the Issuer.

“Borrower” means Flux Power, Inc., a California corporation and wholly-owned subsidiary of
Issuer,

“Capital Stock™ means and includes (i) any and all shares, interests, participations or other
equivalents of or interests in (however designated) corporate stock, including, without limitation, shares
of preferred or preference stock, (if) all partnership interests (whether general or limited) in any Person
which is a partnership, (iii) all membership interests or limited liability company interests in any limited
liability company, and {iv) all egrity or ownership interests in any Person of any other type.

“Cashless Exercise” has meaning set forth in Section 3(c).

“Closing Price” means, for any date, the closing price per share of the Common Stock for such
date (or, if not a Trading Day, the nearest preceding date that is a Trading Day) on the primary Trading
Market on which the Common Stock is then listed or quoted.

“Common Stock”™ means the common stock, $0.001 par value per share, of the Issuer and any
other Capital Stock into which such stock may hereafter be changed.

“Isswer” means Flux Power Holdings, Inc., a Nevada corporation, and its successors.
“Issue Date” means date set forth on face of this Warrant Certificate.
“Nere” has the meaning set forth in Section 1.

“Offfering” has the meaning set forth in the Preamble.
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“Person” means an individual, corporation, limited liability company, partnership, joint stock
company, trust, unincorporated organization, joint venture, Governmental Authority or other entity of
whatever nature.

“Securifies” means any debt or equity securities of any Person, whether now or hereafier
authorized, any instrument convertible into or exchangeable for Securities or a Security, and any option,
warrant or other right to purchase or acquire any Security. “Security”™ means one of the Securities,

“Securities Act” means the Securities Act of 1933, as amended, or any similar federal statute then
in effect,

“Term™ has the meaning set forth in Section 2.

“Trading Day” means (a) a day on which the Common Stock is eligible 1o be traded on a
registered national securities exchange, or (b} if the Common Stock is not eligible to be traded on any
registered national sceuritics exchange, a day on which the Common Stock is authorized for quotation on
the OTC Bulletin Board (or any similar organization or agency succeeding its functions of reporting
prices), or (¢) i the Common Stock is not eligible to be traded on a registered national stock exchange or
authorized for quotation on the OTC Bulletin Board, a day on which the Common Stock is quoted in the
over-the-counter market as reported by the OTC Markets Group, Inc. (or any similar organization or
agency succeeding its functions of reporting prices); provided, however, that in the event that the
Commaon Stock is not listed or quoted as set forth in (a), (b) or (c) hereof. then Trading Day shall mean
any day except Saturday, Sunday and any day which shall be a legal holiday or a day on which banking
institutions in the State of Mew York are authorized or required by law or other government action to
close.

“Trading Market” means whichever of the New York Stock Exchange, NYSE American, the
NASDAQ Global Select Market, the NASDAQ Global Market, the NASDAQ Capital Market, the OTC
Bulletin Board, or the Pink Sheets, on which the Common Stock is listed or quoted for trading on the date
in question,

“Warrant Share Number” means at any time the aggregate number of shares of Warrant Stock
which may at such time be purchased upon exercise of this Warrant Certificale, after giving effect to all
prior adjustments and increases to such number made or required to be made under the terms hereof.

“Warrant Stock” means Common Stock issued or issuable upon exercise of any Warrant or
Warrants or otherwise issuable pursuant to any Warrant or Warrants,

8. Amel nd Waiver. Any term, covenant, agreement or condition in this Warrant
Certificate may be amended or waived (either generally or in a panticular instance and either retroactively
or prospectively) only with the written consent of the Issuer and the Holder.

9. Governing Law. This Warrant Certificate shall be governed by and construed in
accordance with the internal laws of the State of New York, without giving effeet 1o any of the conflicts
of law principles which would result in the application of the substantive law of another jurisdiction. This
Warrant Certificate shall not be interpreted or construed with any presumption against the party causing
this Warrant Centificate 1o be drafted.

10. Notices. All notices and other communications given or made pursuant to this Warrant

Certificate shall be in writing and shall be deemed effectively given upon the earlier of actual receipt or;
(i) personal delivery to the party to be notified, (i) when sent, if sent by electronic mail or facsimile
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during normal business hours of the recipient, and il not sent during normal business hours, then on the
recipient’s next business day, (iti) five (5) days afier having been sent by registered or certified mail,
return receipt requested, postage prepaid, or (iv) one (1) business day afler deposit with a nationally
recognized overnight courier, freight prepaid. specifying next business day delivery, with written
verification of receipt. All communications shall be sent to the respective parties at the address indicated
for such party in the Purchase Agreement, or at such other address as such party may designate by 10
days advance written notiee to the other party given in the foregoing manner.

1. Successors and Assigns, This Warrant Certificate and the rights evidenced hereby shall
inure to the benefit of and be binding upon the successors and assigns of the Issuer, the Holder hercol and
(to the extent provided herein) the holders of Warrant Stock issued pursuant hereto, and shall be
enforceable by any such Holder or holder of Warrant Stock.

12 Modification_and Severability. If, in any action before any court or agency legally
empowered to enforce any provision contained herein, any provision hereof is found to be unenforceable,
then such provision shall be deemed modified to the extent necessary 1o make it enforceable by such count
or agency. If any such provision is not enforceable as set forth in the preceding semtence, the
unenforceability of such provision shall not affect the other provisions of this Warrant Certificate, but this
Warram Certificate shall be construed as if such unenforceable provision had never been comtained
herein.

13. Titles and Subtitles. The titles and subtitles used in this Warrant Certificate are used for
convenience only and are not 1o be considered in construing or interpreting this Warrant Centificate.

14. Force Majeure. Neither party shall be liable for any delays or failures in performance
resulting from acts beyond its reasonable control including, without limitation, acts of God, terrorist acts,
shortage of supply, breakdowns or malfunctions, interruptions or malfunction of computer facilities, or
loss of data due to power failures or mechanical difficulties with information storage or retrieval systems,
labor difficulties, war, or civil unrest.

(Intentionally Left Blank)
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IN WITNESS WHEREOF, the Issuer has executed this Warrant Certificate as of the day and year
first above written.

FLUX POWER HOLDINGS, INC,

HE /Qﬂ?’ -
By: —

Mame: Ronald Dutt
Title: Chief Executive Officer

Acknowledged and Agreed Upon By:

y 2

ClevelandCapital, L1

“Holder™
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EXERCISE FORM
WARRANT
FLUX POWER HOLDINGS, INC,

The undersigned . pursuant to the provisions of the within Warrant
Certificate (the “Warrane”), hereby elects to exercise warrants (o purchase
shares of Commaon Stock of Flux Power Holdings, Inc. covered by the Warrant.  The Holder beneficially
owns or is deemed to be beneficially own _ shares of Common Stock as of date hereof.

Holder represents and warrants that Holder is acquiring the Warrant Stock pursuant to an effective
registration statement, or an exemption from registration, under the Securities Act and any applicable
state securitics laws.

The undersigned intends that payment of the Warrant Price shall be made as (check one):

Cash Exercise O
Cashless Exercise O

If the Holder has elected a Cash Exercise, the Holder shall pay the sum of § by centified
or official bank check (or via wire transfer) to the lssuer in accordance with the terms of the Warrant.

If the Holder has clected a Cashless Exercise, a centificate shall be issued to the Holder for the number of
shares equal to the whole number portion of the product of the calculation set forth below, which is
< . The Issuer shall pay a cash adjustment in respect of the fractional portion of the
product of the caleulation set forth below in an amount equal to the product of the fractional portion of
such product and the average of the Closing Prices of Commaon Stock for the five Trading Day prior to
the date of exercise, which product is

(AxB)-(AxC)

Where:

is the number of shares of Warrant Stock o be issued to the Holder (“X™)

is the total number of shares with respect to which this Warrant is then being exercised (*A")
_ the average of the Closing Prices of Issuer’s Common Stock for the five Trading Day
immediately preceding the date of the notification by the Holder to the Issuer of a Cashless Exercise
“B")

is the Warrant Price then in effect at the time of such exercise (“C™)

Dated: Signature

Print
MName
Address
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ASSIGNMENT

FOR VALUE RECEIVED, hereby sells, assigns and transfers unto _, warrants under Warrant
Centificate No. and all rights evidenced thereby and does irrevocably constitute and appoint

. attorney, 1o transfer the said Warrant on the books of the within named corporation.

Dated: Signature

Address

FOR USE BY THE ISSUER ONLY:

This Warrant Certificate No. W- _cancelled (or transferred or exchanged) this day of
S shares of Common Stock issued therefor in the name of
., Warrant No, W- issued for shares of Common Stock in

the name of
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