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Item 1.01 Entry into a Material Definitive Agreement. 

On December 2, 2015, we entered into a Securities Purchase Agreement (the “Purchase Agreement”), with SM Funding Group, Inc.
(“SM Funding”), pursuant to the Binding Letter of Intent (the “LOI”) we entered into with SM Funding on October 21, 2015. We previously
reported entering into the LOI on a Current Report on Form 8-K filed on October 27, 2015. 

  
Under the Purchase Agreement, we issued to SM Funding a 12% Senior Secured Convertible Note (the “Senior Note”) under which

SM Funding may advance to us up to $2,000,000. As of December 8, 2015, we have received aggregate advances from SM Funding of
$650,000 evidenced by the Senior Note. Advances under the Senior Note will mature on October 12, 2016, bear interest at a rate of 12% per
annum, and will be, at the holder’s option, convertible into shares of preferred stock (“Preferred Stock”) that may be issued by us in the
offering described below. Our subsidiaries have guaranteed our obligations under the Senior Note pursuant to a Subsidiary Guaranty, and our
obligations under the Senior Note and the obligations of our subsidiaries under the Subsidiary Guaranty are secured pursuant to a Security
Agreement and an Intellectual Property Security Agreement we entered into in favor of SM Funding. In addition, concurrent with our entry
into the LOI, we entered into a Subordination Agreement with SM Funding and certain existing holders of our convertible notes (the “Existing
Lenders”) to memorialize the senior position of the Senior Note relative to the notes held by the Existing Lenders. 

  
Amounts outstanding under the Note are convertible into Preferred Stock we may issue to accredited investors in a private placement

of up to $10,000,000 (the “Target Amount”) but not less than $8,000,000, including the conversion of the principal and interest under the
Senior Note (the “Qualified Offering”). Pursuant to the LOI and the Senior Note, upon completion of the Qualified Offering at the Target
Amount, the investors in the Qualified Offering will collectively beneficially own 60.9% of our company, the Existing Lenders will
beneficially own 26.1% of our company (pursuant to the conversion of their notes into shares of Preferred Stock), Steve Saleen will
beneficially own 10% of our company (excluding a warrant to purchase 5% of our outstanding shares of common stock), and all other
stockholders will beneficially own approximately 3% of our company. 

  
Without the prior written consent of the holder of the Senior Note, we are prohibited from (i) entering into, creating, assuming or

suffering to exist any additional indebtedness for borrowed money, (ii) entering into, creating, assuming or suffering to exist any additional
liens on or with respect to any of our properties or assets, (iii) repurchasing shares of our common stock or common stock equivalents other
than repurchases of common stock or common stock equivalents from departing employees up to an aggregate maximum of $150,000, (iv)
paying cash dividends, and (v) entering into transactions with our affiliates that would be required to be disclosed in public filings with the
Securities and Exchange Commission (“SEC”), unless such transaction is expressly approved by a majority of the disinterested directors on
our board of directors. 

  
The following constitute events of default under the Senior Note: (i) our failure to pay any amount thereunder when due; (ii) our

failure to observe or perform any covenant or agreement in the Senior Note; (iii) the occurrence of an event of default under the Purchase
Agreement or any related transaction document; (iv) the occurrence of a bankruptcy event with respect to our company; (v) our default on
obligations under any mortgage, indenture, factoring agreement or other instruments involving an obligation greater than $100,000 that results
in the acceleration of the due date of such indebtedness; (vi) the cessation of the effectiveness of any documents pursuant to which the
Purchasers obtained a security interest in our assets; (vii) the cessation of Steve Saleen’s service as our President and Chief Executive Officer
other than in the event we find an acceptable replacement upon his death, permanent disability, voluntary termination or termination by us for
cause; (viii) the rendering of a judgment against us in excess of $100,000; (ix) our breach of any representation or warranty under the
applicable transaction documents; or (x) our failure to timely file the reports required by the Exchange Act or the cessation of our obligation to
file reports under Section 13 or 15(d) of the Exchange Act. 
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The foregoing summary does not purport to be complete, and is subject to and qualified in its entirety by reference to the text of the

Note, the Purchase Agreement, the Security Agreement, the Intellectual Property Security Agreement, the LOI and the Subordination
Agreement, which have been filed as exhibits to this Current Report on Form 8-K. 
  
Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant. 
  

As noted above, to date we have borrowed $650,000 from SM Funding evidenced by Senior Note on the terms described above,
which are incorporated herein by reference. 

  
Item 9.01 Financial Statements and Exhibits. 
  

  

  

  

(d) Exhibits.

 10.1 12% Senior Secured Convertible Note of the Registrant.
   
 10.2 Securities Purchase Agreement, entered into on December 2, 2015, as of October 12, 2015, among the Registrant and SM

Funding Group, Inc.
   
 10.3 Security Agreement, entered into on December 2, 2015, as of October 12, 2015, among the Registrant, the subsidiaries of the

Registrant, and SM Funding Group, Inc.
   
 10.4 Intellectual Property Security Agreement, entered into on December 2, 2015, as of October 12, 2015, among the Registrant, the

subsidiaries of the Registrant, and SM Funding Group, Inc.
   
 10.5 Binding Letter of Intent executed October 21, 2015, among the Registrant, SM Funding Group, Inc., W-Net Fund I, L.P., and 

Steven Saleen. (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K dated October 21, 
2015, filed with the Securities and Exchange Commission on October 27, 2015).

   
 10.6 Subordination Agreement dated October 21, 2015, among the Registrant, SM Funding Group, Inc., W-Net Fund I, L.P., and 

other holders of the Registrant’s secured debt, (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on 
Form 8-K dated October 21, 2015, filed with the Securities and Exchange Commission on October 27, 2015).
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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. 
  

  

  

 SALEEN AUTOMOTIVE, INC.
 
Date: December 8, 2015 By: /s/ Steve Saleen
 Steve Saleen
 Chief Executive Officer
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NEITHER THIS SECURITY NOR THE SECURITIES INTO WHICH THIS SECURITY IS CONVERTIBLE HAVE BEEN REGISTERED
WITH THE SECURITIES AND EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY STATE IN RELIANCE
UPON AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES
ACT”), AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE EXEMPTION FROM, OR IN A TRANSACTION
NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANCE WITH
APPLICABLE STATE SECURITIES LAWS. THIS SECURITY AND THE SECURITIES ISSUABLE UPON CONVERSION OF THIS
SECURITY MAY BE PLEDGED IN CONNECTION WITH A BONA FIDE MARGIN ACCOUNT OR OTHER LOAN SECURED BY
SUCH SECURITIES. 
  
Original Issue Date: December 2, 2015, as of October 12, 2015 

 
SALEEN AUTOMOTIVE, INC. 

12.0% SENIOR SECURED CONVERTIBLE NOTE 
  

THIS NOTE is a duly authorized and validly issued Senior Secured Convertible Note of Saleen Automotive Inc., a Nevada
corporation (the “Company”), having its principal place of business at 2735 Wardlow Road, Corona, CA 92882, designated as a 12.0% Senior
Secured Convertible Note (this “Note”). 
  

FOR VALUE RECEIVED, and in consideration of such advances (hereinafter “Advance” or “Advances”) in an aggregate principal
amount at any one time outstanding not to exceed $2,000,000 (the “Maximum Amount”), as SM Funding Group, Inc. or its permitted assigns
(the “Holder”) from time to time may make hereunder, to or for the benefit of the Company, the Company promises to pay to the Holder, the
aggregate unpaid principal amount of Advances funded by the Holder to the Company under this Note, on October 12, 2016 (the “Maturity
Date”) or such earlier date as this Note is required or permitted to be repaid as provided hereunder, and to pay interest to the Holder on the
aggregate unconverted and then outstanding principal amount of this Note in accordance with the provisions hereof. 

  
The Company may request Advances (which advances, in the aggregate, shall not exceed the Maximum Amount) by delivering to the

Holder a notice specifying the amount of the Advance and the requested Advance date. No later than one Business Day following receipt of
such notice, the Holder shall fund the requested Advance to the Company, provided, however, that in the event (i) such Advance would cause
the aggregate principal amount outstanding hereunder to exceed $1,000,000, or (ii) an Event of Default has occurred that is then continuing,
the Holder may, in its sole discretion, determine not to fund such Advance to the Company. The parties shall maintain records evidencing
indebtedness of the Company to the Holder resulting from each Advance, including the amounts of principal and interest payable and paid to
the Holder from time to time under this Note. As of December 2, 2015, the Holder has provided aggregate Advances of $600,000 to the
Company. 

  
 1

Page 6 of 72Submission Proof - D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 E...

12/9/2015file://D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 EDGAR\12_Dece...



  
The Company’s and its Subsidiaries’ obligations under this Note and the other Transaction Documents are (i) secured by the

Collateral (as defined in the Security Agreement) pursuant to the terms of the Security Documents and the obligations under this Note are
guaranteed by the Subsidiaries pursuant to the Subsidiary Guarantee, and (ii) subject to the terms of that certain Subordination Agreement,
dated October 21, 2015, among W-Net Fund I, L.P., other holders of Saleen Automotive, Inc.’s secured debt, the Company and SM Funding
Group, Inc. 

  
This Note is subject to the following additional provisions: 
  

Section 1. Definitions. For the purposes hereof, in addition to the terms defined elsewhere in this Note (a) capitalized terms not otherwise
defined herein shall have the meanings set forth in the Purchase Agreement and (b) the following terms shall have the following meanings: 
  

“Bankruptcy Event” means any of the following events: (a) the Company or any Significant Subsidiary (as such term is
defined in Rule 1-02(w) of Regulation S-X) thereof commences a case or other proceeding under any bankruptcy, reorganization,
arrangement, adjustment of debt, relief of debtors, dissolution, insolvency or liquidation or similar law of any jurisdiction relating to
the Company or any Significant Subsidiary thereof; (b) there is commenced against the Company or any Significant Subsidiary
thereof any such case or proceeding that is not dismissed within sixty (60) days after commencement; (c) the Company or any
Significant Subsidiary thereof is adjudicated insolvent or bankrupt or any order of relief or other order approving any such case or
proceeding is entered; (d) the Company or any Significant Subsidiary thereof suffers any appointment of any custodian or the like for
it or any substantial part of its property that is not discharged or stayed within sixty (60) calendar days after such appointment; (e) the
Company or any Significant Subsidiary thereof makes a general assignment for the benefit of creditors; (f) the Company or any
Significant Subsidiary thereof calls a meeting of its creditors with a view to arranging a composition, adjustment or restructuring of
its debts; or (g) the Company or any Significant Subsidiary thereof, by any act or failure to act, expressly indicates its consent to,
approval of or acquiescence in any of the foregoing or takes any corporate or other action for the purpose of effecting any of the
foregoing. 

  
“Business Day” means any day except any Saturday, any Sunday, any day which shall be a federal legal holiday in the

United States or any day on which banking institutions in the State of California are authorized or required by law or other
governmental action to close. 

  
“Common Stock Equivalents” means any securities of the Company or its subsidiaries which would entitle the holder

thereof to acquire at any time Common Stock, including, without limitation, any debt, preferred stock, rights, options, warrants or
other instrument that is at any time convertible into or exercisable or exchangeable for, or otherwise entitles the holder thereof to
receive, Common Stock. “Event of Default” shall have the meaning set forth in Section 5(a). 
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“Los Angeles Courts” shall have the meaning set forth in Section 6(d). 
  
“Original Issue Date” means the date of the first issuance of this Note, regardless of any transfers of this Note and regardless

of the number of instruments which may be issued to evidence this Note. 
  
“Permitted Indebtedness” means (a) the indebtedness evidenced by this Note, (b) the indebtedness existing on the Closing

Date, (c) lease obligations and purchase money indebtedness incurred in connection with the acquisition of capital assets and lease
obligations with respect to newly acquired or leased assets, (d) loans previously provided to Saleen Automotive, Inc., SMS Signature
Cars and/or Steve Saleen by the Small Business Administration and (e) indebtedness that is expressly subordinate to this Note
pursuant to a written subordination agreement with the Holder that is acceptable to the Holder in its sole and absolute discretion. 

  
“Permitted Lien” means the individual and collective reference to the following: (a) Liens existing on the Closing Date, (b)

Liens for taxes, assessments and other governmental charges or levies not yet due or Liens for taxes, assessments and other
governmental charges or levies being contested in good faith and by appropriate proceedings for which adequate reserves (in the
good faith judgment of the management of the Company) have been established in accordance with GAAP; (c) Liens imposed by law
which were incurred in the ordinary course of the Company’s business, such as carriers’, warehousemen’s and mechanics’ Liens,
statutory landlords’ Liens, and other similar Liens arising in the ordinary course of the Company’s business, and which (x) do not
individually or in the aggregate materially detract from the value of such property or assets or materially impair the use thereof in the
operation of the business of the Company and its consolidated Subsidiaries or (y) are being contested in good faith by appropriate
proceedings, which proceedings have the effect of preventing for the foreseeable future the forfeiture or sale of the property or asset
subject to such Lien; and (d) Liens incurred in connection with Permitted Indebtedness. 

  
“Preferred Shares” means the shares of preferred stock of the Company to be issued in the Qualified Offering. 
  
“Purchase Agreement” means the Securities Purchase Agreement, of even date herewith, among the Company and the

original Holder, as amended, modified or supplemented from time to time in accordance with its terms. 
  
“Qualified Offering” means a private offering by the Company of its preferred stock resulting in gross proceeds to the

Company of at least $8,000,000 (including amounts of principal and interest converted under this Note), that results in a
capitalization of the Company consistent with the table set forth in Section 3e) below. 

  
“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder. 
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“Subsidiary” shall have the meaning set forth in the Purchase Agreement. 
  
“Transaction Documents” shall have the meaning set forth in the Purchase Agreement. 

  
Section 2. Interest; No Prepayment. 
  

a) Interest Rate. Interest shall accrue daily on the outstanding principal amount of this Note at a rate per annum equal to
12.0%. 

  
b) Payment of Interest. On the Maturity Date, the Company shall pay to the Holder any accrued but unpaid and unconverted

interest hereunder on the aggregate unconverted and then outstanding principal amount of this Note. The amount of interest that has
accrued on the principal hereof as of any date may be added to and included with the principal amount being so converted on any
date on which a conversion is effected under Section 3 below. 

  
c) Interest Calculations. Interest shall be calculated on the basis of a three hundred sixty (360)-day year, consisting of twelve

(12) thirty (30) calendar day periods, and shall accrue daily commencing on the Original Issue Date until payment in full of the
outstanding principal, together with all accrued and unpaid interest and other amounts which may become due hereunder, has been
made. Interest hereunder will be paid to the Person in whose name this Note is registered on the records of the Company regarding
registration and transfers of this Note. 

  
d) Prepayment. This Note may be prepaid by the Company at any time after 180 days following the Original Issuance Date

on seven (7) day’s prior written to the Holder. 
  

Section 3. Conversion; Qualified Offering. 
  

a) Optional Conversion. In the event that the Company consummates a Qualified Offering, then the outstanding principal
balance of this Note, together with any accrued and unpaid interest thereon, shall, at the option of the Holder, be converted into the
Preferred Shares at a conversion price equal to the purchase price paid by the investors purchasing such Preferred Shares, consistent
with capitalization of the Company set forth in the table in Section 3 e) below. The Company shall, as soon as practicable following
the consummation of a Qualified Offering, deliver to the Holder notice thereof. 
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b) Notice of Conversion. Before the Holder shall be entitled to convert this Note into Preferred Shares pursuant to this

Section 3, the Holder shall give written notice to the Company at its principal corporate office, of the election to convert the same and
shall state therein the name or names in which the Preferred Shares are to be issued. The Company shall, as soon as practicable
thereafter, issue and deliver to the Holder or to the nominee or nominees of the Holder, a certificate or certificates for the Preferred
Shares to which the Holder shall be entitled. Conversion shall be deemed to have been effected on the date when delivery of notice of
an election to convert is made; provided, however, that in the event the entire principal and interest under this Note is to be converted
into Preferred Shares, the Company shall not be obligated to issue certificates evidencing the Preferred Shares issuable upon such
conversion unless this Note is either delivered to the Company or its transfer agent, or the Holder notifies the Company or its transfer
agent that this Note has been lost, stolen or destroyed and executes an agreement satisfactory to the Company to indemnify the
Company from any loss incurred by it in connection with this Note. All Preferred Shares which may be issued upon conversion of the
Note will, upon issuance, be duly issued, fully paid and non-assessable and free from all taxes, liens, and charges with respect to the
issuance thereof. 

  
c) Mandatory Conversion. At any time after 180 days following the Original Issuance Date, provided that a Qualified

Offering has occurred, the Company may require the Holder to convert the outstanding principal and interest of this Note (or any
portion thereof) into Preferred Shares upon the same terms set forth in Section 3 a) above upon written notice thereof to the Holder
(the “Conversion Notice”). Upon issuance of such Conversion Notice, the principal and interest outstanding under this Note (or
portion thereof specified in the Conversion Notice) shall be converted automatically without any further action by the Holder into
Preferred Shares, and whether or not this Note is surrendered to the Company or its transfer agent, and the Company shall cause there
to be issued and delivered to the Holder promptly at such office and in its name a certificate or certificates for the number of
Preferred Shares to which the Holder is entitled to pursuant to the Conversion Notice; provided, however, that in the event the entire
principal and interest under this Note is so converted into Preferred Shares pursuant to the Conversion Notice, the Company shall not
be obligated to issue certificates evidencing the Preferred Shares issuable upon such conversion unless this Note is either delivered to
the Company or its transfer agent, or the Holder notifies the Company or its transfer agent that this Note has been lost, stolen or
destroyed and executes an agreement satisfactory to the Company to indemnify the Company from any loss incurred by it in
connection with this Note. 

  
d) Additional Issuance to Holder. In addition to the Holder’s conversion rights, for each $1,000,000 in principal of

Advances funded to the Company under this Note, the Company shall issue to the Holder (or its designees) $200,000 of Preferred
Shares upon the closing of the Qualified Offering, computed at the price paid by investors in the Qualified Offering, provided that the
issuance of Preferred Shares under this paragraph shall not increase the aggregate percentages of beneficial ownership allocated the
Holders and investors in the Qualified Offering under subsection e) below. In the event that aggregate Advances under this Note
exceed $1,000,000 but are less than the Maximum Amount, the number of Preferred Shares to be issued under this paragraph shall be
proportionately adjusted. 
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e) Qualified Offering. Upon consummation of a Qualified Offering that results of gross proceeds to the Company (including

principal and interest convertible under this Note) of $10,000,000 (the “Target Amount”), assuming the conversion of the Preferred
Shares into Common Stock of the Company, the beneficial ownership of the Company shall be as set forth below: 

  

  
* Includes the additional Preferred Shares issuable under paragraph d) above. 
  
** Excludes a warrant or option to purchase 5% of the outstanding Common Stock, that may be issued to Steven Saleen following the closing
of a Qualified Offering.  
  
In the event the Qualified Offering is completed for less than the Target Amount, the percentage ownership of the Persons referred to in (i) of
the above table shall be proportionately reduced, and the percentages for all of the other persons set forth above shall be proportionately
increased. 

  
Section 4. Negative Covenants. As long as any portion of this Note remains outstanding, unless the Holder shall have otherwise

given prior written consent, the Company shall not, and shall not permit any of its subsidiaries (whether or not a Subsidiary on any Closing
Date) to, directly or indirectly: 

  
a) other than Permitted Indebtedness, enter into, create, incur, assume, guarantee or suffer to exist any indebtedness for

borrowed money of any kind, including but not limited to, a guarantee, on or with respect to any of its property or assets now owned
or hereafter acquired or any interest therein or any income or profits therefrom; 

  
b) other than Permitted Liens, enter into, create, incur, assume or suffer to exist any Liens of any kind, on or with respect to

any of its property or assets now owned or hereafter acquired or any interest therein or any income or profits therefrom; 
  

  

Name/Group  Percentage  
(i) The Holder and investors in the Qualified Offering (other than the note 
holders referred to below) (the “SM Funding Group”) 60.9%*
(ii) Holders of the Company’s currently outstanding convertible promissory 
notes set forth on Schedule I which shall be exchanged for Preferred Shares 26.1%
(iii) Steven Saleen 10%**
(iv) All others as a group 3%

 6
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c) repay, repurchase or offer to repay, repurchase or otherwise acquire more than a de minimis number of shares of its

Common Stock or Common Stock Equivalents other than repurchases of Common Stock or Common Stock Equivalents of departing
employees of the Company, provided that such repurchases shall not exceed an aggregate of $150,000 for all employees during the
term of this Note; 

  
d) pay cash dividends or distributions on Common Stock of the Company; 
  
e) enter into any transaction with any Affiliate of the Company which would be required to be disclosed in any public filing

with the Commission, unless such transaction is expressly approved by a majority of the disinterested directors of the Company (even
if less than a quorum otherwise required for board approval); or 

  
f) enter into any agreement with respect to any of the foregoing. 

  
Section 5. Events of Default. 

  
a) “Event of Default” means, wherever used herein, any of the following events (whatever the reason for such event and whether

such event shall be voluntary or involuntary or effected by operation of law or pursuant to any judgment, decree or order of any court, or any
order, rule or regulation of any administrative or governmental body), provided that an event specified in item i, ii, iii, or vii below will not
become an Event of Default unless and until it is not cured, if possible to cure, within the earlier to occur of (i) five (5) Business Days after
notice of such failure sent by the Holder or by any other Holder and (ii) ten (10) Business Days after the Company has become or should have
become aware of such failure: 
  

i. any default in the payment of (A) the principal amount of this Note or (B) interest, and other amounts owing to the Holder
of this Note, as and when the same shall become due and payable; 

  
ii. the Company shall fail to observe or perform any other covenant or agreement contained in this Note; 
  
iii. a default or event of default shall occur under any of the Transaction Documents (subject to any grace or cure period

provided in the applicable Transaction Document); 
  
iv. any representation or warranty made in the Transaction Documents shall be untrue or incorrect in any material respect as

of the date when made or deemed made; 
  
v. the Company or any Significant Subsidiary shall be subject to a Bankruptcy Event; 
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vi. the Company or any Subsidiary shall default on any of its obligations under any mortgage, credit agreement or other

facility, indenture agreement, factoring agreement or other instrument under which there may be issued, or by which there may be
secured or evidenced, any indebtedness for borrowed money or money due under any long term leasing or factoring arrangement that
(A) involves an obligation greater than $100,000, whether such indebtedness now exists or shall hereafter be created, (B) results in
such indebtedness becoming or being declared due and payable prior to the date on which it would otherwise become due and
payable, and (C) is not listed on Schedule 5 to this Note; 

  
vii. if at any time the Company is not subject to the reporting requirements of Section 13 or 15(d) of the Exchange Act or

has failed to file all reports required to be filed thereunder during the then preceding twelve (12) months; 
  
viii. if any of the Security Documents or Subsidiary Guaranties ceases to be in full force and effect (including failure to

create, to the extent reasonably feasible, a valid and perfected first priority lien (subject to the Permitted Liens) on and security
interest in all the Collateral (as defined in the Security Agreement) and Intellectual Property Rights of the Company and its
Subsidiaries) at any time for any reason; 

  
ix. if Steve Saleen ceases to serve full time as the President and Chief Executive Officer of the Company and perform the

duties consistent with such positions for similarly situated companies, provided that if such cessation is due to Steve Saleen’s death,
permanent disability, voluntary termination or termination by the Company for cause, then (A) an Event of Default shall not be
deemed to have occurred unless and until the Company shall have failed to retain a full-time replacement reasonably acceptable to
the Holder within ninety (90) days following such death, permanent disability, voluntary termination or termination by the Company
for cause, and (B) following any such acceptable replacement this clause shall apply to such replacement in lieu of Steve Saleen; or 

  
x. any monetary judgment, writ or similar final process shall be entered or filed against the Company, any subsidiary or any

of their respective property or other assets for more than $100,000, and such judgment, writ or similar final process shall remain
unvacated, unbonded or unstayed for a period of forty-five (45) calendar days; provided, however, that any judgment which is
covered by insurance or an indemnity from a creditworthy party (such creditworthiness as reasonably determined by the Holder) shall
not be included in calculating the amount of such judgment, writ or final process so long as the Company provides the Holder a
written statement from such insurer or indemnity provider (which written statement shall be reasonably satisfactory to the Holder) to
the effect that such judgment is covered by insurance or an indemnity and the Company will receive the proceeds of such insurance
or indemnity within forty-five (45) calendar days of the issuance of such judgment. 
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b) Acceleration Upon Event of Default. If any Event of Default occurs, the outstanding principal amount of this Note, plus

accrued but unpaid interest and other amounts owing in respect thereof through the date of acceleration, shall become, at the Holder’s
election (which the Holder shall not make more than the later of thirty (30) calendar days after the date (a) such Event of Default is
cured or otherwise resolved and (b) the Holder is aware of such cure or resolution), immediately due and payable in cash. If there is
such an acceleration, then upon the payment in full of the amounts due hereunder, the Holder shall promptly surrender this Note to or
as directed by the Company. In connection with such acceleration described herein, the Holder need not provide, and the Company
hereby waives, any presentment, demand, protest or other notice of any kind, and the Holder may immediately and without
expiration of any grace period enforce any and all of its rights and remedies hereunder and all other remedies available to it under
applicable law. Such acceleration may be rescinded and annulled by Holder at any time prior to payment hereunder and the Holder
shall have all rights as a holder of the Note until such time, if any, as the Holder receives full payment pursuant to this Section 5(b).
No such rescission or annulment shall affect any subsequent Event of Default or impair any right consequent thereon. 

  
Section 6. Miscellaneous. 

  
a) Notices. Any and all notices or other communications or deliveries to be provided by the Holder hereunder, including,

without limitation, any Notice of Conversion, shall be in writing and delivered personally, by facsimile, or sent by a nationally
recognized overnight courier service, addressed to the Company, at the address set forth above, or such other facsimile number or
address as the Company may specify for such purpose by notice to the Holder delivered in accordance with this Section 5. Any and
all notices or other communications or deliveries to be provided by the Company hereunder shall be in writing and delivered
personally, by facsimile, or sent by a nationally recognized overnight courier service addressed to each Holder at the facsimile
number or address of the Holder appearing on the books of the Company, or if no such facsimile number or address appears, at the
principal place of business of the Holder. Any notice or other communication or deliveries hereunder shall be deemed given and
effective on the earliest of (i) the date of transmission or delivery, if such notice or communication is delivered via facsimile at the
facsimile number, or delivered by such courier service to the address, specified in this Section 5 prior to 5:30 p.m. (New York City
time), (ii) the date immediately following the date of transmission or delivery, if such notice or communication is delivered via
facsimile at the facsimile number, or delivered by such courier to the address, specified in this Section 5 between 5:30 p.m. (New
York City time) and 11:59 p.m. (New York City time) on any date, or (iii) upon actual receipt by the party to whom such notice is
required to be given. The address for such notices and communications shall be as set forth on the signature pages attached to the
Purchase Agreement. 
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b) Absolute Obligation. Except as expressly provided herein, no provision of this Note shall alter or impair the obligation of

the Company, which is absolute and unconditional, to pay the principal of, and accrued interest, as applicable, on this Note at the
time, place, and rate, and in the coin or currency, herein prescribed. This Note is a direct debt obligation of the Company. 

  
c) Lost or Mutilated Note. If this Note shall be mutilated, lost, stolen or destroyed, the Company shall execute and deliver,

in exchange and substitution for and upon cancellation of a mutilated Note, or in lieu of or in substitution for a lost, stolen or
destroyed Note, a new Note for the principal amount of this Note so mutilated, lost, stolen or destroyed, but only upon receipt of
evidence of such loss, theft or destruction of such Note, and of the ownership hereof, reasonably satisfactory to the Company. 

  
d) Governing Law. All questions concerning the construction, validity, enforcement and interpretation of this Note shall be

governed by and construed and enforced in accordance with the internal laws of the State of California, without regard to the
principles of conflict of laws thereof. Each party agrees that all legal proceedings concerning the interpretation, enforcement and
defense of the transactions contemplated by any of the Transaction Documents (whether brought against a party hereto or its
respective Affiliates, directors, officers, shareholders, employees or agents) shall be commenced in the state and federal courts sitting
in the County of Los Angeles (the “Los Angeles Courts”). Each party hereto hereby irrevocably submits to the exclusive jurisdiction
of the Los Angeles Courts for the adjudication of any dispute hereunder or in connection herewith or with any transaction
contemplated hereby or discussed herein (including with respect to the enforcement of any of the Transaction Documents), and
hereby irrevocably waives, and agrees not to assert in any suit, action or proceeding, any claim that it is not personally subject to the
jurisdiction of such Los Angeles Courts, or such Los Angeles Courts are improper or inconvenient venue for such proceeding. Each
party hereby irrevocably waives personal service of process and consents to process being served in any such suit, action or
proceeding by mailing a copy thereof via registered or certified mail or overnight delivery (with evidence of delivery) to such party at
the address in effect for notices to it under this Note and agrees that such service shall constitute good and sufficient service of
process and notice thereof. Nothing contained herein shall be deemed to limit in any way any right to serve process in any other
manner permitted by applicable law. Each party hereto hereby irrevocably waives, to the fullest extent permitted by applicable law,
any and all right to trial by jury in any legal proceeding arising out of or relating to this Note or the transactions contemplated hereby.
If either party shall commence an action or proceeding to enforce any provisions of this Note, then the prevailing party in such action
or proceeding shall be reimbursed by the other party for its attorney’s fees and other costs and expenses reasonably incurred in the
investigation, preparation and prosecution of such action or proceeding. 

  
e) Waiver. Any waiver by the Company or the Holder of a breach of any provision of this Note shall not operate as or be

construed to be a waiver of any other breach of such provision or of any breach of any other provision of this Note. The failure of the
Company or the Holder to insist upon strict adherence to any term of this Note on one or more occasions shall not be considered a
waiver or deprive that party of the right thereafter to insist upon strict adherence to that term or any other term of this Note. Any
waiver by the Company or the Holder must be in writing. 
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f) Severability. If any provision of this Note is invalid, illegal or unenforceable, the balance of this Note shall remain in

effect, and if any provision is inapplicable to any Person or circumstance, it shall nevertheless remain applicable to all other Persons
and circumstances. If it shall be found that any interest or other amount deemed interest due hereunder violates the applicable law
governing usury, the applicable rate of interest due hereunder shall automatically be lowered to equal the maximum rate of interest
permitted under applicable law. The Company covenants (to the extent that it may lawfully do so) that it shall not at any time insist
upon, plead, or in any manner whatsoever claim or take the benefit or advantage of, any stay, extension or usury law or other law
which would prohibit or forgive the Company from paying all or any portion of the principal of or interest on this Note as
contemplated herein, wherever enacted, now or at any time hereafter in force, or which may affect the covenants or the performance
of this indenture, and the Company (to the extent it may lawfully do so) hereby expressly waives all benefits or advantage of any
such law, and covenants that it will not, by resort to any such law, hinder, delay or impeded the execution of any power herein
granted to the Holder, but will suffer and permit the execution of every such as though no such law has been enacted. 

  
g) Next Business Day. Whenever any payment or other obligation hereunder shall be due on a day other than a Business

Day, such payment shall be made on the next succeeding Business Day. 
  
h) Headings. The headings contained herein are for convenience only, do not constitute a part of this Note and shall not be

deemed to limit or affect any of the provisions hereof. 
  

********************* 
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IN WITNESS WHEREOF, the Company has caused this Note to be duly executed by a duly authorized officer as of the date first

above indicated. 
  

   

 SALEEN AUTOMOTIVE, INC.
 
 By: /s/ Steve Saleen
 Name: Steve Saleen
 Title: Chief Executive Officer
 Facsimile No. for delivery of Notices: (888) 729-4827
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SCHEDULE I 

  
Convertible Notes to Convert upon Closing of Qualified Offering 
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SECURITIES PURCHASE AGREEMENT 

  
This Securities Purchase Agreement (this “Agreement”) is entered into on December 2, 2015, as of October 12, 2015, between

Saleen Automotive, Inc., a Nevada corporation (the “Company”), and SM Funding Group, Inc., a Delaware corporation (“Purchaser”). 
  
WHEREAS, subject to the terms and conditions set forth in this Agreement and pursuant to Section 4(a)(2) of the Securities Act of

1933, as amended (the “Securities Act”), and Rule 506 promulgated thereunder, the Company desires to issue and sell to the Purchaser, and
the Purchaser desires to purchase from the Company, a 12.0% Senior Secured Convertible Note of the Company in the form of Exhibit A
hereto (the “Note”), as more fully described in this Agreement; and 

  
WHEREAS, the Company’s obligations under the Note are senior to other obligations of the Company pursuant to that certain

Subordination Agreement, dated October 21, 2015, among W-Net Fund I, L.P., other holders of Company’s secured debt, the Company and
the Purchaser. 

  
NOW, THEREFORE, in consideration of the mutual covenants contained in this Agreement, and for other good and valuable

consideration, the receipt and adequacy of which are hereby acknowledged, the Company and the Purchaser agree as follows: 
  

ARTICLE I. 
DEFINITIONS 

  
1.1 Definitions. In addition to the terms defined elsewhere in this Agreement: (a) capitalized terms that are not otherwise defined

herein have the meanings given to such terms in the Note (as defined herein), and (b) the following terms have the meanings set forth in this
Section 1.1: 

  
“Affiliate” means any Person that, directly or indirectly through one or more intermediaries, controls or is controlled by or is

under common control with a Person, as such terms are used in and construed under Rule 405 under the Securities Act. With respect
to a Purchaser, any investment fund or managed account that is managed on a discretionary basis by the same investment manager as
the Purchaser will be deemed to be an Affiliate of the Purchaser. 
  

“Board of Directors” means the board of directors of the Company. 
  

“Business Day” means any day except any Saturday, any Sunday, any day which is a federal legal holiday in the United
States or any day on which banking institutions in the State of California are authorized or required by law or other governmental
action to close. 
  

“Closing” shall have the meaning ascribed to such term in Section 2.1(a). 
  

“Closing Date” shall have the meaning ascribed to such term in Section 2.1(a). 
  

“Commission” means the Securities and Exchange Commission. 
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“Common Stock” means the common stock of the Company, par value $0.001 per share, and any other class of securities

into which such securities may hereafter be reclassified or changed into. 
  

“Company Intellectual Property” shall have the meaning ascribed to such term in Section 3.1(m). 
  

“Disclosure Schedules” shall have the meaning ascribed to such term in Section 3.1. 
  

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated
thereunder. 
  

“GAAP” shall have the meaning ascribed to such term in Section 3.1(h). 
  

“Governmental Entity” 
  

“Intellectual Property” means any and all United States and foreign: (a) patent registrations and patent applications
(including all reissues, divisions, continuations, continuations-in-part, extensions and reexaminations) and all rights therein and all
improvements to the inventions disclosed in each such registration or application, (b) trademarks, service marks, trade dress, trade
names and corporate names, whether or not registered, including but not limited to all common law rights, and registrations and
applications for registration thereof, (c) copyrights (including but not limited to copyrights on designs) (registered or otherwise) and
registrations and applications for registration thereof, (d) computer software, including, without limitation, source code, operating
systems and specifications, data, data bases, files, documentation and other materials related thereto, data and documentation, (e)
trade secrets and confidential technical and business information (including but not limited to formulas, compositions, and inventions
reduced to practice, whether or not patentable), (f) confidential technology (including know-how and show-how), manufacturing and
production processes and techniques, research and development information, drawings, specifications, designs, plans, proposals,
technical data, copyrightable works, financial, marketing and business data, pricing and cost information, business and marketing
plans and customer and supplier lists and information, (h) any right arising under any law providing protection to industrial or other
designs, (i) all rights to obtain and rights to apply for patents, and to register trademarks and copyrights, and (j) all rights to sue or
recover and retain damages and costs and attorneys’ fees for present and past infringement of any of the foregoing. 
  

“IP Security Agreement” means the Intellectual Property Security Agreement, dated the date hereof, by the Company in
favor of the Purchaser, in the form of Exhibit C attached hereto, securing the obligations of the Company under the Note and other
Transaction Documents. 
  

“Liens” means a lien, charge, security interest, encumbrance, right of first refusal, preemptive right or other restriction. 
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“Material Adverse Effect” shall have the meaning assigned to such term in Section 3.1(b). 

  
“Person” means an individual or corporation, partnership, trust, incorporated or unincorporated association, joint venture,

limited liability company, joint stock company, government (or an agency or subdivision thereof) or other entity of any kind. 
  

“Proceeding” means an action, claim, suit, investigation or proceeding (including, without limitation, an informal
investigation or partial proceeding, such as a deposition), whether commenced or threatened. 
  

“Required Approvals” shall have the meaning ascribed to such term in Section 3.1(e). 
  

“Rule 144” means Rule 144 promulgated by the Commission pursuant to the Securities Act, as such Rule may be amended
from time to time, or any similar rule or regulation hereafter adopted by the Commission having substantially the same effect as such
Rule. 
  

“SEC Reports” shall have the meaning ascribed to such term in Section 3.1(h). 
  

“Securities” means the Note, the Preferred Shares, and any shares of Common Stock issuable upon conversion of the
Preferred Shares. 
  

“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder. 
  
“Security Agreement” means the Security Agreement, dated the date hereof, by the Company in favor of the Purchaser, in

the form of Exhibit B attached hereto, securing the obligations of the Company under the Note and other Transaction Documents. 
  

“Security Documents” means any and all means any and all security agreements, pledge agreements, hypothecation
agreements, collateral assignments, mortgages, deeds of trust, control agreements and similar such agreements, executed and
delivered by the Company, any of its Subsidiaries and/or any third party in favor of the Purchaser pursuant to the Transaction
Documents which secures the Company’s obligations under the Transaction Documents, and other documents executed, delivered
and/or filed by the Company, any of its Subsidiaries, any third party and/or the Purchaser as permitted or required under any of the
foregoing, including without limitation the Security Agreement and the IP Security Agreement. 
  

“Subscription Amount” means, as to the Purchaser, the aggregate amount to be paid for Note purchased hereunder as
specified below the Purchaser’s name on the signature page of this Agreement and next to the heading “Subscription Amount,” in
United States dollars and in immediately available funds. The initial principal amount of the Purchaser’s Note shall be equal to the
Purchaser’s Subscription Amount. 
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“Subsidiary” means any subsidiary of the Company as set forth on Schedule 3.1(a) and shall, where applicable, include any

direct or indirect subsidiary of the Company formed or acquired after the date hereof. 
  

“Subsidiary Guarantee” means the Subsidiary Guarantee, in the form attached hereto as Exhibit E, executed by each
Subsidiary in favor of the Purchaser, guaranteeing the Company’s obligations under the Note. 
  

“Business Day” means any day except any Saturday, any Sunday, any day which shall be a federal legal holiday in the
United States or any day on which banking institutions in the State of California are authorized or required by law or other
governmental action to close. 
  

“Transaction Documents” means this Agreement, the Note, the Security Documents and all exhibits and schedules thereto
and hereto and any other documents or agreements executed in connection with the transactions contemplated hereunder. 
  

ARTICLE II. 
PURCHASE AND SALE 

  
2.1 Closing. The purchase and sale of the Note (the “Closing”) shall take place on the date hereof (“Closing Date”), or at such time or

on such other date mutually agreed upon by the Company and the Purchaser, subject to the conditions precedent for the Closing as set forth in
Section 2.3, and to each party’s obligations hereunder having been satisfied or waived. At the Closing, upon the terms and subject to the
conditions set forth herein, the Company agrees to sell, and the Purchaser, agrees to purchase, the Note, and make an initial advance
thereunder. 

  
2.2 Deliveries. 
  

(a) On the Closing Date, the Company shall deliver or cause to be delivered to the Purchaser the following: 
  

(i) this Agreement, duly executed by the Company; 

(ii) the Note, registered in the name of the Purchaser; 
  

(iii) the Security Documents, including, without limitation, the Security Agreement and the IP Security Agreement, 
duly executed by the Company and each Subsidiary; and 

  
(iv) the Subsidiary Guarantee, duly executed by each Subsidiary of the Company. 

  
(b) On the Closing Date, the Purchaser shall deliver or cause to be delivered to the Company the following: 

  
(i) this Agreement, duly executed by the Purchaser; and 
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(ii) the Security Documents to which the Purchaser is a party and required by law to be signed by such Party in

order to be binding. 
  

2.3 Closing Conditions. 
  

(a) The obligations of the Company hereunder in connection with the Closing are subject to the following conditions being
met: 
  

(i) the accuracy in all material respects on the Closing Date of the representations and warranties of the Purchaser
contained herein; 

  
(ii) all obligations, covenants and agreements of the Purchaser required to be performed at or prior to the Closing

Date shall have been performed; and 
  

(iii) at the Closing, the delivery by the Purchaser of the items set forth in Section 2.2(b) of this Agreement. 
  
(b) The respective obligations of the Purchaser hereunder in connection with the Closing are subject to the following

conditions being met: 
  

(i) the accuracy in all material respects when made and on the Closing Date of the representations and warranties of
the Company contained herein; 

  
(ii) all obligations, covenants and agreements of the Company required to be performed at or prior to the Closing

Date shall have been performed; and 
  

(iii) at the Closing, the delivery by the Company of the items set forth in Section 2.2(a) of this Agreement. 
  

ARTICLE III. 
REPRESENTATIONS AND WARRANTIES 

  
3.1 Representations and Warranties of the Company. The Company hereby represents and warrants as of the Closing Date (except for

the representations and warranties that speak as of a specific date, which shall be made as of such date), to the Purchaser that, except as set
forth in the Disclosure Schedules delivered to the Purchaser herewith (the “Disclosure Schedules”) or disclosed in the SEC Reports: 
  

(a) Subsidiaries. All of the direct and indirect subsidiaries of the Company are set forth on Schedule 3.1(a). The Company
owns, directly or indirectly, all of the capital stock or other equity interests of each Subsidiary free and clear of any Liens, and all of
the issued and outstanding shares of capital stock of each Subsidiary are validly issued and are fully paid, non-assessable and free of
preemptive and similar rights to subscribe for or purchase securities. 
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(b) Organization and Qualification. The Company and each of the Subsidiaries is an entity duly incorporated or otherwise

organized, validly existing and in good standing under the laws of the jurisdiction of its incorporation or organization (as applicable),
with the requisite power and authority to own and use its properties and assets and to carry on its business as currently conducted.
Neither the Company nor any Subsidiary is in violation or default of any of the provisions of its respective articles of incorporation,
bylaws or other organizational or charter documents. Each of the Company and the Subsidiaries is duly qualified to conduct business
and is in good standing as a foreign corporation or other entity in each jurisdiction in which the nature of the business conducted or
property owned by it makes such qualification necessary, except where the failure to be so qualified or in good standing, as the case
may be, could not have or reasonably be expected to result in (i) a material adverse effect on the legality, validity or enforceability of
any Transaction Document, (ii) a material adverse effect on the results of operations, assets, business, prospects or condition
(financial or otherwise) of the Company and the Subsidiaries, taken as a whole, or (iii) a material adverse effect on the Company’s
ability to perform in any material respect on a timely basis its obligations under any Transaction Document (any of (i), (ii) or (iii), a
“Material Adverse Effect”) and no Proceeding has been instituted in any such jurisdiction revoking, limiting or curtailing or seeking
to revoke, limit or curtail such power and authority or qualification. 
  

(c) Authorization; Enforcement. The Company and the Subsidiaries have the requisite corporate power and authority to
enter into and to consummate the transactions contemplated by each of the Transaction Documents and otherwise to carry out their
obligations hereunder and thereunder. The execution and delivery of each of the Transaction Documents by the Company and the
Subsidiaries and the consummation by it of the transactions contemplated hereby and thereby have been duly authorized by all
necessary action on the part of the Company and the Subsidiaries and no further action is required by the Company, the Subsidiaries,
their board of directors or their stockholders in connection therewith other than in connection with the Required Approvals. Each
Transaction Document has been (or upon delivery will have been) duly executed by the Company and the Subsidiaries, as applicable,
and, when delivered in accordance with the terms hereof and thereof, will constitute the valid and binding obligation of the Company
and the Subsidiaries enforceable against the Company and the Subsidiaries in accordance with its terms, except (i) as limited by
general equitable principles and applicable bankruptcy, insolvency, reorganization, moratorium and other laws of general application
affecting enforcement of creditors’ rights generally, (ii) as limited by laws relating to the availability of specific performance,
injunctive relief or other equitable remedies and (iii) insofar as indemnification and contribution provisions may be limited by
applicable law. 
  

(d) No Conflicts. The execution, delivery and performance of the Transaction Documents by the Company and the
Subsidiaries and the consummation by the Company and the Subsidiaries of the other transactions contemplated hereby and thereby
do not and will not: (i) conflict with or violate any provision of the Company’s or any Subsidiary’s articles of incorporation, bylaws
or other organizational or charter documents, or (ii) conflict with, or constitute a default (or an event that with notice or lapse of time
or both would become a default) under, result in the creation of any Lien upon any of the properties or assets of the Company or any
Subsidiary, or give to others any rights of termination, amendment, acceleration or cancellation (with or without notice, lapse of time
or both) of, any agreement, loan or credit facility, debt or other instrument (evidencing a Company or Subsidiary debt or otherwise)
or other understanding to which the Company or any Subsidiary is a party or by which any property or asset of the Company or any
Subsidiary is bound or affected (other than Liens in favor of the Purchaser), or (iii) subject to the Required Approvals, conflict with
or result in a violation of any law, rule, regulation, order, judgment, injunction, decree or other restriction of any court or
governmental authority to which the Company or a Subsidiary is subject (including federal and state securities laws and regulations),
or by which any property or asset of the Company or a Subsidiary is bound or affected; except in the case of each of clauses (ii) and
(iii), such as could not have or reasonably be expected to result in a Material Adverse Effect. 
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(e) Filings, Consents and Approvals. Neither the Company nor any Subsidiary is required to obtain any consent, waiver,

authorization or order of, give any notice to, or make any filing or registration with, any court or other federal, state, local or other
governmental authority or other Person in connection with the execution, delivery and performance by the Company and the
Subsidiaries of the Transaction Documents, other than (i) the filing of a Current Report on 8-k by the Company to report the entry
into of the Transaction Documents, and (ii) filings required under the terms of the Security Documents (collectively, the “Required
Approvals”). 
  

(f) Capitalization. The number of shares and type of all authorized, issued and outstanding capital stock, options and other
securities of the Company (whether or not presently convertible into or exercisable or exchangeable for shares of capital stock of the
Company) has been set forth in the SEC Reports and has changed since the date set forth in such SEC Reports only to reflect the
automatic conversion of the Company’s Super Voting Preferred Stock in the manner set forth in the SEC Reports, and stock option
exercises and grants that have not, individually or in the aggregate, had a material effect on the issued and outstanding capital stock,
options and other securities and have not otherwise been required to be reported by the Company under the Exchange Act. All of the
outstanding shares of capital stock of the Company are duly authorized, validly issued, fully paid and non-assessable, have been
issued in compliance in all material respects with all applicable federal and state securities laws, and none of such outstanding shares
was issued in violation of any preemptive rights or similar rights to subscribe for or purchase any capital stock of the Company.
Except as set forth in the SEC Reports: (i) no shares of the Company’s capital stock are subject to preemptive rights or any other
similar rights or any Liens or encumbrances suffered or permitted by the Company; (ii) there are no outstanding options, warrants,
scrip, rights to subscribe to, calls or commitments of any character whatsoever relating to, or securities or rights convertible into, or
exercisable or exchangeable for, any shares of capital stock of the Company, or contracts, commitments, understandings or
arrangements by which the Company is or may become bound to issue additional shares of capital stock of the Company or options,
warrants, scrip, rights to subscribe to, calls or commitments of any character whatsoever relating to, or securities or rights convertible
into, or exercisable or exchangeable for, any shares of capital stock of the Company; (iii) there are no outstanding debt securities,
notes, credit agreements, credit facilities or other agreements, documents or instruments evidencing indebtedness of the Company or
by which the Company is or may become bound; and (iv) there are no outstanding securities or instruments of the Company or which
contain any redemption or similar provisions, and there are no contracts, commitments, understandings or arrangements by which the
Company is or may become bound to redeem a security of the Company. 
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(g) SEC Reports; Financial Statements. The Company has filed all reports, schedules, forms, statements and other

documents required to be filed by the Company under the Securities Act and the Exchange Act, including pursuant to Section 13(a)
or 15(d) thereof, for the two years preceding the date hereof (or such shorter period as the Company was required by law or
regulation to file such material) (the foregoing materials, including the exhibits thereto and documents incorporated by reference
therein, being collectively referred to herein as the “SEC Reports”). As of their respective dates, the SEC Reports complied in all
material respects with the requirements of the Securities Act and the Exchange Act, as applicable, and none of the SEC Reports,
when filed, contained any untrue statement of a material fact or omitted to state a material fact required to be stated therein or
necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading. The
financial statements of the Company included in the SEC Reports comply in all material respects with applicable accounting
requirements and the rules and regulations of the Commission with respect thereto as in effect at the time of filing. Such financial
statements have been prepared in accordance with United States generally accepted accounting principles applied on a consistent
basis during the periods involved (“GAAP”), except as may be otherwise specified in such financial statements or the notes thereto
and except that unaudited financial statements may not contain all footnotes required by GAAP, and fairly present in all material
respects the financial position of the Company and its consolidated Subsidiaries as of and for the dates thereof and the results of
operations and cash flows for the periods then ended, subject, in the case of unaudited statements, to normal, immaterial, year-end
audit adjustments. 
  

(h) Material Changes. Since the date of the latest audited financial statements included within the SEC Reports, except as
specifically disclosed in a subsequent SEC Report filed prior to the date hereof or disclosed on Schedule 3.1(h), (i) there has been no
event, occurrence or development that has had or that could reasonably be expected to result in a Material Adverse Effect, (ii) the
Company and the Subsidiaries have not incurred any liabilities (contingent or otherwise) other than (A) those that have been incurred
since the date of the most recent balance sheet included in the SEC Reports in the ordinary course of business, and (B) liabilities not
required to be reflected in the Company’s financial statements pursuant to GAAP or to be disclosed in filings made with the SEC,
and (iii) the Company and the Subsidiaries have not altered their method of accounting. Except for the issuance of the Note or as set
forth on Schedule 3.1(h), no event, liability or development has occurred or exists with respect to the Company or its Subsidiaries or
their respective business, properties, operations or financial condition, that would be required to be disclosed by the Company under
applicable securities laws at the time this representation is made or deemed made that has not been publicly disclosed on or prior to
the date that this representation is made. 
  

(i) Litigation. There is no suit, action, claim, arbitration, proceeding or investigation pending or, to the knowledge of the
Company, threatened against, relating to or involving the Company, any Subsidiary, or real or personal property of the Company or
any Subsidiary, before any Governmental Entity or other third party. To the knowledge of the Company, there is no basis for any
such suit, action, proceeding or investigation. The Commission has not issued any stop order or other order suspending the
effectiveness of any registration statement filed by the Company or any Subsidiary under the Exchange Act or the Securities Act. 
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(j) Labor. No material labor dispute exists or, to the knowledge of the Company, is imminent with respect to any of the

employees of the Company. The Company is not a party to any collective bargaining agreement or employs any member of a union.
No executive officer (as defined in Rule 501(f) of the Securities Act) of the Company has notified the Company that such officer
intends to leave the Company or otherwise terminate such officer’s employment with the Company. The Company is in compliance
with all federal, state, local and foreign laws and regulations respecting labor, employment and employment practices and benefits,
terms and conditions of employment and wages and hours, except where failure to be in compliance would not, either individually or
in the aggregate, reasonably be expected to result in a Material Adverse Effect. 
  

(k) Legal Compliance. To the knowledge of the Company, the Company and the Subsidiaries are in compliance in all
material respects with all applicable laws (including, without limitation, applicable laws relating to zoning, environmental matters
and the safety and health of employees), ordinances, regulations and orders of all Governmental Entities. Neither the Company nor
any of the Subsidiaries has been charged with and, to the knowledge of the Company, is not now under investigation with respect to,
a violation of any applicable law, regulation, ordinance, order or other requirement of a Governmental Entity. Neither the Company
nor any of its Subsidiaries is a party to or bound by any order, judgment, decree or injunction of any Governmental Entity. 
  

(l) Title to Assets. The Company and the Subsidiaries have good, clear and marketable title to all the tangible properties and
tangible assets reflected in their latest balance sheet as being owned by them or acquired after the date thereof which are, individually
or in the aggregate, material to the Company’s business (except properties sold or otherwise disposed of since the date thereof in the
ordinary course of business), free and clear of all Liens other than Permitted Liens. The Company and the Subsidiaries do not own
any real property. The Company and/or the Subsidiaries, as applicable, have a valid leasehold interest in its leased real property, and
such leases are in full force and effect. 
  

(m) Intellectual Property. 
  

(i) All Intellectual Property of the Company and its Subsidiaries necessary or desirable to operate the Company’s
businesses as currently conducted and as currently proposed to be conducted (the “Company Intellectual Property”) is currently in
compliance with all legal requirements (including timely filings, proofs and payments of fees). No Company Intellectual Property
which is necessary for the conduct of the Company’s and each of its Subsidiaries’ respective businesses as currently conducted or as
currently proposed to be conducted has been or is now involved in any cancellation, dispute or litigation, and, to the Company’s
knowledge, no such action is threatened. 
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(ii) All of the licenses and sublicenses and consent, royalty or other agreements concerning Intellectual Property

which are necessary for the conduct of the Company’s and each of its Subsidiaries’ respective businesses as currently conducted or as
currently proposed to be conducted to which the Company or any Subsidiary is a party or by which any of their assets are bound
(other than generally commercially available, non-custom, off-the-shelf software application programs having a retail acquisition
price of less than $20,000 per license) (collectively, “License Agreements”) are valid and binding obligations of the Company or its
Subsidiaries that are parties thereto and, to the Company’s knowledge, the other parties thereto, enforceable in accordance with their
terms, except to the extent that enforcement thereof may be limited by bankruptcy, insolvency, reorganization, moratorium,
fraudulent conveyance or other similar laws affecting the enforcement of creditors’ rights generally, and there exists no event or
condition which will result in a material violation or breach of or constitute (with or without due notice or lapse of time or both) a
default by the Company or any of its Subsidiaries under any such License Agreement. 

  
(iii) To the Company’s Knowledge, the Company and its Subsidiaries own or have the valid right to use all of the

Company Intellectual Property, free and clear of all Liens, other than Permitted Liens. To the Company’s knowledge, the Company
and its Subsidiaries have a valid and enforceable right to use all third party Intellectual Property used or held for use in the respective
businesses of the Company and its Subsidiaries. 

  
(iv) To the Company’s knowledge, the conduct of the Company’s and its Subsidiaries’ businesses as currently

conducted does not infringe or otherwise impair or conflict with (collectively, “Infringe”) any Intellectual Property rights of any third
party or any confidentiality obligation owed to a third party, and, to the Company’s knowledge, the Company Intellectual Property as
currently proposed to be conducted are not being Infringed by any third party. There is no litigation or order pending or outstanding
or, to the Company’s knowledge, threatened or imminent, that seeks to limit or challenge or that concerns the ownership, use,
validity or enforceability of any Company Intellectual Property or the Company’s and its Subsidiaries’ use of any Intellectual
Property owned by a third party, and, to the Company’s knowledge, there is no valid basis for the same. 

  
(v) The Company and its Subsidiaries have taken reasonable steps to protect the Company’s and its Subsidiaries’

rights in the Company Intellectual Property. Each employee, consultant and contractor who has had access to confidential
information which is necessary for the conduct of Company’s and each of its Subsidiaries’ respective businesses as currently
conducted or as currently proposed to be conducted has executed an agreement to maintain the confidentiality of such confidential
information and has executed appropriate agreements that are substantially consistent with the Company’s standard forms thereof. 

  
(n) Transactions with Affiliates and Employees. The Company and its Subsidiaries are not a party to any contract, lease,

license, commitment or arrangement, written or oral, which would be required to be disclosed pursuant to Item 404(a) or (c) of
Regulation S-K as promulgated by the Commission that are not disclosed in the SEC Reports, and there are no loans outstanding to
or from any Person specified in Item 404(a) of Regulation S-K from or to the Company or the Subsidiaries. 
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(o) Certain Fees. No brokerage or finder’s fees or commissions are or will be payable by the Company to any broker,

financial advisor or consultant, finder, placement agent, investment banker, bank or other Person with respect to the transactions
contemplated by the Transaction Documents. The Purchaser shall have no obligation with respect to any fees or with respect to any
claims made by or on behalf of other Persons for fees of a type contemplated in this Section that may be due in connection with the
transactions contemplated by the Transaction Documents. 
  

(p) Private Placement. Assuming the accuracy of the Purchaser’s representations and warranties set forth in Section 3.2, no
registration under the Securities Act is required for the offer and sale of the Note by the Company to the Purchaser as contemplated
hereby. 
  

(q) Investment Company. The Company is not, and is not an Affiliate of, and immediately after receipt of payment for the
Note, will not be or be an Affiliate of, an “investment company” within the meaning of the Investment Company Act of 1940, as
amended. The Company shall conduct its business in a manner so that it will not become subject to the Investment Company Act of
1940, as amended. 
  

(r) Exchange Act Registration. The Common Stock is registered pursuant to Section 12(g) of the Exchange Act, and the
Company has taken no action designed to, or which to its knowledge is likely to have the effect of, terminating the registration of the
Common Stock under the Exchange Act nor has the Company received any notification that the Commission is contemplating
terminating such registration. 
  

(s) Tax Status. Except for matters that would not, individually or in the aggregate, have or reasonably be expected to result
in a Material Adverse Effect, the Company and each Subsidiary has filed all necessary federal, state and foreign income and
franchise tax returns and has paid or accrued all taxes shown as due thereon, and the Company has no knowledge of a tax deficiency
which has been asserted or threatened against the Company or any Subsidiary. 
  

(t) Foreign Corrupt Practices. Neither the Company, nor to the knowledge of the Company, any agent or other person acting
on behalf of the Company, has (i) directly or indirectly, used any funds for unlawful contributions, gifts, entertainment or other
unlawful expenses related to foreign or domestic political activity, (ii) made any unlawful payment to foreign or domestic
government officials or employees or to any foreign or domestic political parties or campaigns from corporate funds, (iii) failed to
disclose fully any contribution made by the Company (or made by any person acting on its behalf of which the Company is aware)
which is in violation of law, or (iv) violated in any material respect any provision of the Foreign Corrupt Practices Act of 1977, as
amended. 
  
3.2 Representations and Warranties of the Purchaser. The Purchaser hereby represents and warrants as of the date hereof and as of the

Closing Date to the Company as follows: 
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(a) Organization; Authority. The Purchaser is an entity duly organized, validly existing and in good standing under the laws

of the jurisdiction of its organization with full right, corporate or partnership power and authority to enter into and to consummate the
transactions contemplated by the Transaction Documents and otherwise to carry out its obligations hereunder and thereunder. The
execution and delivery of the Transaction Documents and performance by the Purchaser of the transactions contemplated by the
Transaction Documents have been duly authorized by all necessary corporate or similar action on the part of the Purchaser. Each
Transaction Document to which it is a party has been duly executed by the Purchaser, and when delivered by the Purchaser in
accordance with the terms hereof, will constitute the valid and legally binding obligation of the Purchaser, enforceable against it in
accordance with its terms, except (i) as limited by general equitable principles and applicable bankruptcy, insolvency, reorganization,
moratorium and other laws of general application affecting enforcement of creditors’ rights generally, (ii) as limited by laws relating
to the availability of specific performance, injunctive relief or other equitable remedies and (iii) insofar as indemnification and
contribution provisions may be limited by applicable law. 
  

(b) Own Account. The Purchaser understands that the Securities are “restricted securities” and have not been registered
under the Securities Act or any applicable state securities law and is acquiring the Note and will acquire the other Securities as
principal for its own account and not with a view to or for distributing or reselling such Securities or any part thereof in violation of
the Securities Act or any applicable state securities law, has no present intention of distributing the Securities in violation of the
Securities Act or any applicable state securities law and has no direct or indirect arrangement or understandings with any other
persons to distribute or regarding the distribution of the Securities (this representation and warranty not limiting the Purchaser’s right
to sell the Securities pursuant to any registration statement filed under the Securities Act or otherwise in compliance with applicable
federal and state securities laws) in violation of the Securities Act or any applicable state securities law. 
  

(c) Purchaser Status. At the time the Purchaser was offered the Note, it was, and at the date hereof it is, and on each date on
which it or its permitted assignee converts any Securities it or such permitted assignee, as the case may be, will be an “accredited
investor” as defined in Rule 501 under the Securities Act. 
  

(d) Experience of The Purchaser. The Purchaser, either alone or together with its representatives, has such knowledge,
sophistication and experience in business and financial matters so as to be capable of evaluating the merits and risks of the
prospective investment in the Securities, and has so evaluated the merits and risks of such investment. The Purchaser is able to bear
the economic risk of an investment in the Securities and, at the present time, is able to afford a complete loss of such investment. 
  

(e) General Solicitation. The Purchaser is not purchasing the Note as a result of any advertisement, article, notice or other
communication regarding the Note published in any newspaper, magazine or similar media or broadcast over television or radio or
presented at any seminar or any other general solicitation or general advertisement. 
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ARTICLE IV. 

OTHER AGREEMENTS OF THE PARTIES 
  

4.1 Transfer Restrictions. 
  

(a) Compliance with Laws. The Securities may only be disposed of in compliance with state and federal securities laws. In
connection with any transfer of Securities other than pursuant to an effective registration statement or Rule 144, to the Company or to an
Affiliate of a Purchaser, the Company may require the transferor thereof to provide to the Company an opinion of counsel selected by the
transferor and reasonably acceptable to the Company, the form and substance of which opinion shall be reasonably satisfactory to the
Company, to the effect that such transfer does not require registration of such transfer under the Securities Act. As a condition of transfer, any
such transferee shall agree in writing to be bound by the terms of this Agreement and shall have the rights of a Purchaser under this
Agreement. 

  
(b) Legends. The Purchaser agrees that the certificates for the Securities shall bear a legend substantially as follows: 
  

“THESE SECURITIES HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION 
OR THE SECURITIES COMMISSION OF ANY STATE IN RELIANCE UPON AN EXEMPTION FROM 
REGISTRATION UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), AND, 
ACCORDINGLY, MAY NOT BE OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION 
STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE EXEMPTION FROM, OR IN A 
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND IN 
ACCORDANCE WITH APPLICABLE STATE SECURITIES LAWS AS EVIDENCED BY EVIDENCE REASONABLY 
ACCEPTABLE TO THE COMPANY TO SUCH EFFECT, THE FORM AND SUBSTANCE OF WHICH SHALL BE 
REASONABLY ACCEPTABLE TO THE COMPANY.” 

  
Certificates evidencing the Securities shall not contain any legend (i) while a registration statement covering the resale of such security is
effective under the Securities Act, (ii) following any sale of such Securities pursuant to Rule 144, (iii) if such Securities are eligible for sale
under Rule 144(b)(1) or (iv) if such legend is not required under applicable requirements of the Securities Act. 
  

4.2 Security. The Company’s and any Subsidiaries’ obligations under the Note and other Transaction Documents shall be secured by
all the assets of the Company and its Subsidiaries. As of the Closing, the Purchaser shall be granted a security interest in all the assets of the
Company, including, without limitation, all of its Intellectual Property Rights and its ownership of any and all Subsidiaries, and in the assets
of any such Subsidiaries, to be memorialized in the Security Documents. The Company shall execute such other agreements, documents and
financing statements reasonably requested by Purchaser, which will be filed at the Company’s expense with the applicable jurisdictions and
authorities. The Company shall also execute all such documents reasonably necessary in the opinion of the Purchaser to memorialize and
further protect the security interests described herein. 

  
4.3 Additional Guarantors. The Company shall cause each of its Subsidiaries, including those formed or acquired on or after the date

hereof, to execute and deliver to the Purchaser a Subsidiary Guarantee and a Security Agreement in conformity with those executed and
delivered at the Closing. 
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ARTICLE V. 

MISCELLANEOUS 
  

5.1 Fees and Expenses. Each party shall pay the fees and expenses of its advisers, counsel, accountants and other experts, if any, and
all other expenses incurred by such party incident to the negotiation, preparation, execution, delivery and performance of this Agreement. 

  
5.2 Entire Agreement. The Transaction Documents, together with the exhibits and schedules thereto, contain the entire understanding

of the parties with respect to the subject matter hereof and supersede all prior agreements and understandings, oral or written, with respect to
such matters, which the parties acknowledge have been merged into such documents, exhibits and schedules. 

  
5.3 Notices. Any and all notices or other communications or deliveries required or permitted to be provided hereunder shall be in

writing and shall be deemed given and effective on the earliest of (a) the date of transmission or delivery, if such notice or communication is
delivered via facsimile at the facsimile number, or delivered by a U.S. nationally recognized overnight courier service to the address, set forth
on the signature pages attached hereto prior to 5:30 p.m. (New York City time) on a Business Day, (b) the next Business Day after the date of
transmission, if such notice or communication is delivered via facsimile at the facsimile number, or delivered by such courier service to the
address, set forth on the signature pages attached hereto on a day that is not a Business Day or later than 5:30 p.m. (New York City time) on
any Business Day, or (c) upon actual receipt by the party to whom such notice is required to be given. The address for such notices and
communications shall be as set forth on the signature pages attached hereto. 

  
5.4 Amendments; Waivers. No provision of this Agreement may be waived, modified, supplemented or amended except in a written

instrument signed, in the case of an amendment, by the Company and the Purchaser or, in the case of a waiver, by the party against whom
enforcement of any such waived provision is sought. No waiver of any default with respect to any provision, condition or requirement of this
Agreement shall be deemed to be a continuing waiver in the future or a waiver of any subsequent default or a waiver of any other provision,
condition or requirement hereof, nor shall any delay or omission of any party to exercise any right hereunder in any manner impair the
exercise of any such right. 

  
5.5 Headings. The headings herein are for convenience only, do not constitute a part of this Agreement and shall not be deemed to

limit or affect any of the provisions hereof. 
  
5.6 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties and their successors and

permitted assigns. The Company may not assign this Agreement or any rights or obligations hereunder without the prior written consent of the
Purchaser (other than by merger). The Purchaser may assign any or all of its rights under this Agreement to any Person to whom the Purchaser
assigns or transfers the Note, provided that such transferee agrees in writing to be bound, with respect to the transferred Note, by the
provisions of the Transaction Documents that apply to the “Purchaser.” 
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5.7 No Third-Party Beneficiaries. This Agreement is intended for the benefit of the parties hereto and their respective successors and

permitted assigns and is not for the benefit of, nor may any provision hereof be enforced by, any other Person. 
  
5.8 Governing Law. All questions concerning the construction, validity, enforcement and interpretation of the Transaction

Documents shall be governed by and construed and enforced in accordance with the internal laws of the State of California, without regard to
the principles of conflicts of law thereof. Each party agrees that all legal proceedings concerning the interpretations, enforcement and defense
of the transactions contemplated by this Agreement and any other Transaction Documents (whether brought against a party hereto or its
respective affiliates, directors, officers, shareholders, employees or agents) shall be commenced exclusively in the state and federal courts
sitting in the County of Los Angeles. Each party hereby irrevocably submits to the exclusive jurisdiction of the state and federal courts sitting
in the County of Los Angeles for the adjudication of any dispute hereunder or in connection herewith or with any transaction contemplated
hereby or discussed herein (including with respect to the enforcement of any of the Transaction Documents), and hereby irrevocably waives,
and agrees not to assert in any suit, action or proceeding, any claim that it is not personally subject to the jurisdiction of any such court, that
such suit, action or proceeding is improper or is an inconvenient venue for such proceeding. Each party hereby irrevocably waives personal
service of process and consents to process being served in any such suit, action or proceeding by mailing a copy thereof via registered or
certified mail or overnight delivery (with evidence of delivery) to such party at the address in effect for notices to it under this Agreement and
agrees that such service shall constitute good and sufficient service of process and notice thereof. Nothing contained herein shall be deemed to
limit in any way any right to serve process in any other manner permitted by law. If either party shall commence an action or proceeding to
enforce any provisions of the Transaction Documents, then the prevailing party in such action or proceeding shall be reimbursed by the other
party for its reasonable attorneys’ fees and other costs and expenses incurred with the investigation, preparation and prosecution of such action
or proceeding. 

  
5.9 Survival. The representations and warranties shall survive the Closing and the delivery of the Note for the applicable statute of

limitations. 
  
5.10 Execution. This Agreement may be executed in counterparts, all of which when taken together shall be considered one and the

same agreement and shall become effective when counterparts have been signed by each party and delivered to the other party, it being
understood that both parties need not sign the same counterpart. In the event that any signature is delivered by facsimile transmission or by e-
mail delivery of a “.pdf” or other document image format data file, such signature shall create a valid and binding obligation of the party
executing (or on whose behalf such signature is executed) with the same force and effect as if such facsimile or “.pdf” or other document
image format data file signature page were an original thereof. 
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5.11 Severability. If any term, provision, covenant or restriction of this Agreement is held by a court of competent jurisdiction to be

invalid, illegal, void or unenforceable, the remainder of the terms, provisions, covenants and restrictions set forth herein shall remain in full
force and effect and shall in no way be affected, impaired or invalidated, and the parties hereto shall use their commercially reasonable efforts
to find and employ an alternative means to achieve the same or substantially the same result as that contemplated by such term, provision,
covenant or restriction. It is hereby stipulated and declared to be the intention of the parties that they would have executed the remaining
terms, provisions, covenants and restrictions without including any of such that may be hereafter declared invalid, illegal, void or
unenforceable. 

  
5.12 Construction. The parties agree that each of them and/or their respective counsel has reviewed and had an opportunity to revise

the Transaction Documents and, therefore, the normal rule of construction to the effect that any ambiguities are to be resolved against the
drafting party shall not be employed in the interpretation of the Transaction Documents or any amendments hereto. 

  
5.13 Waiver of Jury Trial. In any action, suit or proceeding in any jurisdiction brought by any party against any other party,

the parties each knowingly and intentionally, to the greatest extent permitted by applicable law, hereby absolutely, unconditionally,
irrevocably and expressly waives forever trial by jury. 

  
(Signature Pages Follow) 
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IN WITNESS WHEREOF, the parties hereto have caused this Securities Purchase Agreement to be duly executed by their respective

authorized signatories as of the date first indicated above. 
   

  
With a copy to (which shall not constitute notice): 
  
Fox Rothschild LLP 
100 Park Avenue, 15th Floor 
New York, New York 10017 
Attn: Alison Newman, Esq. 
  

  
With a copy to (which shall not constitute notice): 
  
Law Offices of Aaron A. Grunfeld & Assoc. 
11111 Santa Monica Blvd., Suite 1840 
Los Angeles, California 90025 
Attn: Aaron A. Grunfeld, Esq. 
  

 

SALEEN AUTOMOTIVE, INC.  Address for Notice:
   
  2735 Wardlow Road
   Corona, CA 92882
By: /s/ Steve Saleen  Fax: (888) 729-4827
Name: Steve Saleen  
Title: Chief Executive Officer   

SM FUNDING GROUP, INC. Address for Notice:
  
By: /s/ David Bergstein  Fax: 310-388-5363
Name: David Bergstein   
Title: CEO
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EXHIBIT A 
  

12.0% SENIOR SECURED CONVERTIBLE NOTE 
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EXHIBIT B 
  

SECURITY AGREEMENT 
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EXHIBIT C 
  

INTELLECTUAL PROPERTY SECURITY AGREEMENT 
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EXHIBIT D 
  

SUBSIDIARY GUARANTEE 
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SECURITY AGREEMENT 

  
This SECURITY AGREEMENT, entered into on December 2, 2015, as of October 12, 2015 (this “Agreement”), is among Saleen

Automotive, Inc., a Nevada corporation (the “Company”), all of the Subsidiaries of the Company (such Subsidiaries, the “Guarantors”, and
together with the Company, the “Debtors”), and SM Funding Group, Inc., a Delaware corporation (the “Secured Party”). 

  
W I T N E S S E T H: 

  
WHEREAS, pursuant to that certain Securities Purchase Agreement dated on or about the date hereof between the Company and the

Secured Party (the “Purchase Agreement”), the Secured Party has agreed to extend loans to the Company evidenced by the Company’s 12.0%
Senior Secured Convertible Note (the “Note”); 

  
WHEREAS, pursuant to that certain Subsidiary Guarantee, dated as of the date hereof (“Guarantee”), the Guarantors have jointly and

severally agreed to guarantee and act as surety for payment of such Note; 
  
WHEREAS, the Company’s obligations under the Note are senior to other obligations of the Company pursuant to that certain

Subordination Agreement, dated October 21, 2015, among W-Net Fund I, L.P., other holders of Company’s secured debt, the Company and
the Secured Party; and 

  
WHEREAS, in order to induce the Secured Party to extend the loans evidenced by the Note, each Debtor has agreed to execute and

deliver to the Secured Party this Agreement and to grant the Secured Party a security interest in certain property of such Debtor to secure the
prompt payment, performance and discharge in full of all of the Company’s obligations under the Note and other Transaction Documents and
the Guarantors’ obligations under the Guarantee. 
  

NOW, THEREFORE, in consideration of the agreements herein contained and for other good and valuable consideration, the receipt
and sufficiency of which is hereby acknowledged, the parties hereto hereby agree as follows: 
  

1. Certain Definitions. As used in this Agreement, the following terms shall have the meanings set forth in this Section 1. Terms
used but not otherwise defined in this Agreement that are defined in Article 9 of the UCC (such as “account”, “chattel paper”, “commercial
tort claim”, “deposit account”, “document”, “equipment”, “fixtures”, “general intangibles”, “goods”, “instruments”, “inventory”, “investment
property”, “letter-of-credit rights”, “proceeds” and “supporting obligations”) shall have the respective meanings given such terms in Article 9
of the UCC. 
  

(a) “Collateral” means the collateral in which the Secured Party are granted a security interest by this Agreement and which
shall include the following personal property of the Debtors, whether presently owned or existing or hereafter acquired or coming
into existence, wherever situated, and all additions and accessions thereto and all substitutions and replacements thereof, and all
proceeds, products and accounts thereof, including, without limitation, all proceeds from the sale or transfer of the Collateral and of
insurance covering the same and of any tort claims in connection therewith, and all dividends, interest, cash, notes, securities, equity
interest or other property at any time and from time to time acquired, receivable or otherwise distributed in respect of, or in exchange
for, any or all of the Pledged Securities (as defined below): 
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(i) All goods, including without limitation (A) all machinery, equipment, computers, motor vehicles, trucks, tanks,

boats, ships, appliances, furniture, special and general tools, fixtures, test and quality control devices and other equipment of
every kind and nature and wherever situated, together with all documents of title and documents representing the same, all
additions and accessions thereto, replacements therefor, all parts therefor, and all substitutes for any of the foregoing and all
other items used and useful in connection with any Debtor’s businesses and all improvements thereto; and (B) all inventory; 

  
(ii) All contract rights and other general intangibles, including without limitation, all partnership interests,

membership interests, stock or other securities, rights under any of the Organizational Documents, agreements related to the
Pledged Securities, licenses, distribution and other agreements, computer software (whether “off-the-shelf”, licensed from
any third party or developed by any Debtor), computer software development rights, leases, franchises, customer lists,
quality control procedures, grants and rights, goodwill, trademarks, service marks, trade styles, trade names, patents, patent
applications, copyrights, and income tax refunds; 

  
(iii) All accounts, together with all instruments, all documents of title representing any of the foregoing, all rights in

any merchandising, goods, equipment, motor vehicles and trucks which any of the same may represent, and all right, title,
security and guaranties with respect to each account, including any right of stoppage in transit; 

  
(iv) All documents, letter-of-credit rights, instruments and chattel paper; 

  
(v) All commercial tort claims; 

  
(vi) All deposit accounts and all cash (whether or not deposited in such deposit accounts); 

  
(vii) All investment property; 

  
(viii) All supporting obligations; 

  
(ix) All files, records, books of account, business papers, and computer programs, including without limitation and

all files, records, books, ledger cards, correspondence, computer programs, tapes, disks, digital storage media and related
data processing software that at any time evidence or contain information relating to any of the Collateral set forth in clauses
(i)-(viii) above or are otherwise necessary or helpful in the collection thereof or realization thereupon; and 
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(x) the products, profits and proceeds of all of the foregoing Collateral set forth in clauses (i)-(ix) above, and all

payments under insurance (whether or not the Secured Party is the loss payee thereof) or under any indemnity, warranty or
guaranty, payable by reason or loss or damage to, or otherwise with respect to, any of the foregoing Collateral set forth in
clauses (i)-(ix) above. 

  
Without limiting the generality of the foregoing, the “Collateral” shall include all investment property and general

intangibles respecting ownership and/or other equity interests in each Guarantor, including, without limitation, the shares of
capital stock and the other equity interests listed on Schedule E hereto (as the same may be modified from time to time
pursuant to the terms hereof), and any other shares of capital stock and/or other equity interests of any other direct or
indirect subsidiary of any Debtor obtained in the future, and, in each case, all certificates representing such shares and/or
equity interests and, in each case, all rights, options, warrants, stock, other securities and/or equity interests that may
hereafter be received, receivable or distributed in respect of, or exchanged for, any of the foregoing and all rights arising
under or in connection with the Pledged Securities, including, but not limited to, all dividends, interest and cash. 

  
Notwithstanding the foregoing, nothing herein shall be deemed to constitute an assignment of any asset which, in

the event of an assignment, becomes void by operation of applicable law or the assignment of which is otherwise prohibited
by applicable law (in each case to the extent that such applicable law is not overridden by Sections 9-406, 9-407 and/or 9-
408 of the UCC or other similar applicable law); provided, however, that to the extent permitted by applicable law, this
Agreement shall create a valid security interest in such asset and, to the extent permitted by applicable law, this Agreement
shall create a valid security interest in the proceeds of such asset. 

  
(b) “Intellectual Property” means the collective reference to all rights, priorities and privileges relating to intellectual

property, whether arising under United States, multinational or foreign laws or otherwise, including, without limitation, (i) all
copyrights arising under the laws of the United States, any other country or any political subdivision thereof, whether registered or
unregistered and whether published or unpublished, all registrations and recordings thereof, and all applications in connection
therewith, including without limitation all registrations, recordings and applications in the United States Copyright Office, (ii) all
letters patent of the United States, any other country or any political subdivision thereof, all reissues and extensions thereof, and all
applications for letters patent of the United States or any other country and all divisions, continuations and continuations-in-part
thereof, (iii) all trademarks, trade names, corporate names, company names, business names, fictitious business names, trade dress,
service marks, logos, domain names and other source or business identifiers, and all goodwill associated therewith, now existing or
hereafter adopted or acquired, all registrations and recordings thereof, and all applications in connection therewith, whether in the
United States Patent and Trademark Office or in any similar office or agency of the United States, any State thereof or any other
country or any political subdivision thereof, or otherwise, and all common law rights related thereto, (iv) all trade secrets arising
under the laws of the United States, any other country or any political subdivision thereof, (v) all rights to obtain any reissues,
renewals or extensions of the foregoing, (vi) all licenses for any of the foregoing, and (vii) all causes of action for infringement of the
foregoing. 
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(c) “Obligations” means all of the liabilities and obligations (primary, secondary, direct, contingent, sole, joint or several)

due or to become due, or that are now or may be hereafter contracted or acquired, or owing to, of any Debtor to the Secured Party
either under this Agreement, the Note, the Guarantee, the other Transaction Documents and any other instruments, agreements or
other documents executed and/or delivered in connection herewith or therewith, whether now or hereafter existing, voluntary or
involuntary, direct or indirect, absolute or contingent, liquidated or unliquidated, whether or not jointly owed with others, and
whether or not from time to time decreased or extinguished and later increased, created or incurred, and all or any portion of such
obligations or liabilities that are paid, to the extent all or any part of such payment is avoided or recovered directly or indirectly from
any of the Secured Party as a preference, fraudulent transfer or otherwise as such obligations may be amended, supplemented,
converted, extended or modified from time to time. Without limiting the generality of the foregoing, the term “Obligations” shall
include, without limitation: (i) principal of and interest on the Note and the loans extended pursuant thereto; (ii) any and all other
fees, indemnities, costs, obligations and liabilities of the Debtors from time to time under or in connection with this Agreement, the
Note, the Guarantee, the other Transaction Documents and any other instruments, agreements or other documents executed and/or
delivered in connection herewith or therewith; and (iii) all amounts (including but not limited to post-petition interest) in respect of
the foregoing that would be payable but for the fact that the obligations to pay such amounts are unenforceable or not allowable due
to the existence of a bankruptcy, reorganization or similar proceeding involving any Debtor. 
  

(d) “Organizational Documents” means with respect to any Debtor, the documents by which such Debtor was organized
(such as articles of incorporation, certificate of limited partnership or articles of organization, and including, without limitation, any
certificates of designation for preferred stock or other forms of preferred equity) and which relate to the internal governance of such
Debtor (such as bylaws, a partnership agreement or an operating, limited liability or members agreement). 
  

(e) “Pledged Securities” shall have the meaning ascribed to such term in Section 3(f). 
  

(f) “Transaction Documents” shall have the meaning ascribed to such term in the Purchase Agreement. 
  

(g) “UCC” means the Uniform Commercial Code of the State of California and/or any other applicable law of any state or
states which has jurisdiction with respect to all, or any portion of, the Collateral or this Agreement from time to time. It is the intent
of the parties that defined terms in the UCC should be construed in their broadest sense so that the term “Collateral” will be construed
in its broadest sense. Accordingly if there are, from time to time, changes to defined terms in the UCC that broaden the definitions,
they are incorporated herein and if existing definitions in the UCC are broader than the amended definitions, the existing ones shall
be controlling. 
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2. Grant of Security Interest in Collateral. As an inducement for the Secured Party to extend the loans as evidenced by the Note

and to secure the complete and timely payment, performance and discharge in full, as the case may be, of all of the Obligations, each Debtor
hereby unconditionally and irrevocably pledges, grants and hypothecates to the Secured Party, subject to Permitted Liens (as defined in the
Note), a security interest in and to, a lien upon and a right of set-off against all of their respective right, title and interest of whatsoever kind
and nature in and to, the Collateral (a “Security Interest” and, collectively, the “Security Interests”). 
  

3. Representations, Warranties, Covenants and Agreements of the Debtors. Except as set forth in disclosure schedules delivered
to the Secured Party concurrently herewith (the “Disclosure Schedules”), which Disclosure Schedules shall be deemed a part hereof, each
Debtor represents and warrants to, and covenants and agrees with, the Secured Party as follows: 
  

(a) Each Debtor has the requisite corporate, partnership, limited liability company or other power and authority to enter into
this Agreement and otherwise to carry out its obligations hereunder. The execution, delivery and performance by each Debtor of this
Agreement and the filings contemplated therein have been duly authorized by all necessary action on the part of such Debtor and no
further action is required by such Debtor. This Agreement has been duly executed by each Debtor. This Agreement constitutes the
legal, valid and binding obligation of each Debtor, enforceable against each Debtor in accordance with its terms. 
  

(b) The Debtors have no place of business or offices where their respective books of account and records are kept (other
than temporarily at the offices of its attorneys or accountants) or places where Collateral is stored or located, except as set forth on
Schedule A attached hereto. 
  

(c) Each Debtor shall at all times maintain its books of account and records relating to the Collateral at its principal place of
business and its Collateral at the locations set forth on Schedule A attached hereto and may not relocate such books of account and
records or tangible Collateral unless it delivers to the Secured Party at least 30 days prior to such relocation (i) written notice of such
relocation and the new location thereof (which must be within the United States) and (ii) evidence that appropriate financing
statements under the UCC and other necessary documents have been filed and recorded and other steps have been taken to perfect the
Security Interests to create in favor of the Secured Party a valid, perfected and continuing second priority lien in all the Collateral. 
  

(d) This Agreement creates in favor of the Secured Party a valid security interest in the Collateral securing the payment and
performance of the Obligations. Upon making the filings described in the immediately following paragraph, all security interests
created hereunder in any Collateral which may be perfected by filing Uniform Commercial Code financing statements shall have
been duly perfected. Except for the execution and delivery of this Agreement, the filing of the Uniform Commercial Code financing
statements referred to in the immediately following paragraph, the recordation of the Intellectual Property Security Agreement (as
defined below) with the United States Copyright Office or the United States Patent and Trademark Office with respect to copyrights,
patents and trademarks (and applications relating each of the foregoing) as described in paragraph 4(jj), the execution and delivery of
deposit account control agreements satisfying the requirements of Section 9-104(a)(2) of the UCC with respect to each deposit
account of the Debtors, no further action is necessary to create or perfect the security interests created hereunder under the UCC. 
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(e) Each Debtor hereby authorizes the Secured Party to file one or more financing statements under the UCC, with respect to

the Security Interests, with the proper filing and recording agencies in any jurisdiction deemed proper by it. 
  

(f) The capital stock and other equity interests listed on Schedule E hereto (the “Pledged Securities”) represent all of the
capital stock and other equity interests of the Guarantors, and represent all capital stock and other equity interests owned, directly or
indirectly, by the Company. All of the Pledged Securities are validly issued, fully paid and nonassessable, and the Company is the
legal and beneficial owner of the Pledged Securities, free and clear of any lien, security interest or other encumbrance except for the
security interests created by this Agreement and other Permitted Liens. 
  

(g) Until this Agreement and the Security Interest hereunder shall be terminated pursuant to Section 13 hereof, each Debtor
shall at all times maintain in favor of the Secured Party the liens and Security Interests provided for hereunder as valid and perfected
liens and security interests in all the Collateral. Each Debtor hereby agrees to defend the same against the claims of any and all
persons and entities (other than holders of Permitted Liens). Each Debtor shall safeguard and protect all Collateral for the account of
the Secured Party. At the request of the Secured Party, each Debtor will sign and deliver to the Secured Party on behalf of the
Secured Party at any time or from time to time one or more financing statements pursuant to the UCC in form reasonably satisfactory
to the Secured Party. 

  
(h) No Debtor will transfer, pledge, hypothecate, encumber, license, sell or otherwise dispose of any of the Collateral

(except for licenses granted by a Debtor in its ordinary course of business and sales of inventory and other unused or outdated assets
by a Debtor in its ordinary course of business) without the prior written consent of the Secured Party. 
  

(i) Each Debtor shall keep and preserve its equipment, inventory and other tangible Collateral in good condition, repair and
order and shall not operate or locate any such Collateral (or cause to be operated or located) in any area excluded from insurance
coverage. 
  

(j) Each Debtor shall promptly, but no later than ten (10) days after obtaining knowledge thereof, advise the Secured Party,
through the Secured Party, in sufficient detail of any change in the Collateral and of the occurrence of any event which would have a
material adverse effect on the value of the Collateral or on the Secured Party’s security interest therein. 
  

(k) Each Debtor shall promptly execute and deliver to the Secured Party such further deeds, mortgages, assignments,
security agreements, financing statements or other instruments, documents, certificates and assurances and take such further action as
the Secured Party may from time to time reasonably request and may in its discretion deem necessary to perfect, protect or enforce
the Secured Party’s security interest in the Collateral including, without limitation, if applicable, the execution and delivery of a
separate security agreement with respect to each Debtor’s Intellectual Property (“Intellectual Property Security Agreement”) in which
the Secured Party has been granted a security interest hereunder, substantially in a form reasonably acceptable to the Secured Party,
which Intellectual Property Security Agreement, other than as stated therein, shall be subject to all of the terms and conditions hereof.
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(l) Each Debtor shall permit the Secured Party and its representatives and agents to inspect the Collateral during normal

business hours and upon reasonable prior notice, and to make copies of records pertaining to the Collateral as may be reasonably
requested by the Secured Party from time to time. 
  

(m) Each Debtor shall take all steps reasonably necessary to diligently pursue and seek to preserve, enforce and collect any
rights, claims, causes of action and accounts receivable in respect of the Collateral. 

  
(n) Each Debtor shall promptly notify the Secured Party in sufficient detail upon becoming aware of any attachment,

garnishment, execution or other legal process levied against any Collateral and of any other information received by such Debtor that
may materially affect the value of the Collateral, the Security Interests or the rights and remedies of the Secured Party hereunder. 
  

(o) All information heretofore, herein or hereafter supplied to the Secured Party by or on behalf of any Debtor with respect
to the Collateral is and will be accurate and complete in all material respects as of the date furnished. 
  

(p) The Debtors shall at all times preserve and keep in full force and effect their respective valid existence and good
standing and any rights and franchises material to its business. 
  

(q) No Debtor will change its name, type of organization, jurisdiction of organization, organizational identification number
(if it has one), legal or corporate structure, or identity, or add any new fictitious name unless it provides at least thirty (30) days prior
written notice to the Secured Party of such change and, at the time of such written notification, such Debtor provides any financing
statements or fixture filings necessary to perfect and continue the perfection of the Security Interests granted and evidenced by this
Agreement. 
  

(r) Except in the ordinary course of business, no Debtor may consign any of its inventory or sell any of its inventory on bill
and hold, sale or return, sale on approval, or other conditional terms of sale without the consent of the Secured Party which shall not
be unreasonably withheld. 

  
(s) No Debtor may relocate its chief executive office to a new location without providing thirty (30) days’ prior written

notification thereof to the Secured Party and so long as, at the time of such written notification, such Debtor provides any financing
statements or fixture filings necessary to perfect and continue the perfection of the Security Interests granted and evidenced by this
Agreement. 
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(t) Each Debtor was organized and remains organized solely under the laws of the state set forth next to such Debtor’s name

in Schedule B attached hereto. 
  

(u) (i) The actual name of each Debtor is the name set forth in Schedule B attached hereto; (ii) no Debtor has any trade
names except as set forth on Schedule C attached hereto; (iii) no Debtor has used any name other than that stated in the preamble
hereto or as set forth on Schedule C for the preceding five (5) years; and (iv) no entity has merged into any Debtor or been acquired
by any Debtor within the past five (5) years except as set forth on Schedule C. 
  

(v) Each Debtor, in its capacity as issuer, hereby agrees to comply with any and all orders and instructions of the Secured
Party regarding the Pledged Interests consistent with the terms of this Agreement without the further consent of any Debtor as
contemplated by Section 8-106 (or any successor section) of the UCC. Further, each Debtor agrees that it shall not enter into a similar
agreement (or one that would confer “control” within the meaning of Article 8 of the UCC) with any other person or entity. 

  
(w) Each Debtor shall cause all tangible chattel paper constituting Collateral to be delivered to the Secured Party, or, if such

delivery is not possible, then to cause such tangible chattel paper to contain a legend noting that it is subject to the security interest
created by this Agreement. To the extent that any Collateral consists of electronic chattel paper, the applicable Debtor shall cause the
underlying chattel paper to be “marked” within the meaning of Section 9-105 of the UCC (or successor section thereto). 
  

(x) If there is any investment property or deposit account included as Collateral that can be perfected by “control” through
an account control agreement, the applicable Debtor shall, promptly upon written request of the Secured Party following the
occurrence of an Event of Default, cause such an account control agreement, in form and substance in each case satisfactory to the
Secured Party, to be entered into and delivered to the Secured Party for the benefit of the Secured Party. 
  

(y) To the extent that any Collateral consists of letter-of-credit rights, the applicable Debtor shall, promptly upon written
request of the Secured Party following the occurrence of an Event of Default, cause the issuer of each underlying letter of credit to
consent to an assignment of the proceeds thereof to the Secured Party. 
  

(z) To the extent that any Collateral is in the possession of any third party, the applicable Debtor shall join with the Secured
Party in notifying such third party of the Secured Party’s security interest in such Collateral and shall use its best efforts to obtain an
acknowledgement and agreement from such third party with respect to the Collateral, in form and substance reasonably satisfactory
to the Secured Party. 
  

(aa) If any Debtor shall at any time hold or acquire a commercial tort claim, such Debtor shall promptly notify the Secured
Party in a writing signed by such Debtor of the particulars thereof and grant to the Secured Party in such writing a security interest
therein and in the proceeds thereof, all upon the terms of this Agreement, with such writing to be in form and substance reasonably
satisfactory to the Secured Party. 
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(bb) Each Debtor shall immediately provide written notice to the Secured Party of any and all accounts which arise out of

contracts with any governmental authority and, to the extent necessary to perfect or continue the perfected status of the Security
Interests in such accounts and proceeds thereof, shall execute and deliver to the Secured Party an assignment of claims for such
accounts and cooperate with the Secured Party in taking any other steps required, in its judgment, under the Federal Assignment of
Claims Act or any similar federal, state or local statute or rule to perfect or continue the perfected status of the Security Interests in
such accounts and proceeds thereof. 

  
(cc) Each Debtor shall cause each subsidiary of such Debtor to immediately become a party hereto (an “Additional

Debtor”), by executing and delivering an Additional Debtor Joinder in substantially the form of Annex A attached hereto and comply
with the provisions hereof applicable to the Debtors. Concurrent therewith, the Additional Debtor shall deliver replacement schedules
for, or supplements to all other Schedules to (or referred to in) this Agreement, as applicable, which replacement schedules shall
supersede, or supplements shall modify, the Schedules then in effect. The Additional Debtor shall also deliver such authorizing
resolutions, good standing certificates, incumbency certificates, organizational documents, financing statements and other
information and documentation as the Secured Party may reasonably request. Upon delivery of the foregoing to the Secured Party,
the Additional Debtor shall be and become a party to this Agreement with the same rights and obligations as the Debtors, for all
purposes hereof as fully and to the same extent as if it were an original signatory hereto and shall be deemed to have made the
representations, warranties and covenants set forth herein as of the date of execution and delivery of such Additional Debtor Joinder,
and all references herein to the “Debtors” shall be deemed to include each Additional Debtor. 
  

(dd) Each Debtor shall vote the Pledged Securities to comply with the covenants and agreements set forth herein and in the
Note. 
  

(ee) In the event that, upon an occurrence of an Event of Default, the Secured Party shall sell all or any of the Pledged
Securities to another party or parties (herein called the “Transferee”) or shall purchase or retain all or any of the Pledged Securities,
each Debtor shall, to the extent applicable: (i) deliver to the Secured Party or the Transferee, as the case may be, the articles of
incorporation, bylaws, minute books, stock certificate books, corporate seals, deeds, leases, indentures, agreements, evidences of
indebtedness, books of account, financial records and all other Organizational Documents and records of the Debtors and their direct
and indirect subsidiaries; (ii) use commercially reasonable efforts to obtain resignations of the persons then serving as officers and
directors of the Debtors and their direct and indirect subsidiaries, if so requested; and (iii) use its best efforts to obtain any approvals
that are required by any governmental or regulatory body in order to permit the sale of the Pledged Securities to the Transferee or the
purchase or retention of the Pledged Securities by the Secured Party and allow the Transferee or the Secured Party to continue the
business of the Debtors and their direct and indirect subsidiaries. 

  
(ff) Without limiting the generality of the other obligations of the Debtors hereunder, each Debtor shall promptly (i) cause to

be registered at the United States Copyright Office all of its material copyrights, (ii) cause the security interest contemplated hereby
with respect to all Intellectual Property registered at the United States Copyright Office or United States Patent and Trademark Office
to be duly recorded at the applicable office, and (iii) give the Secured Party notice whenever it acquires (whether absolutely or by
license) or creates any additional material Intellectual Property. 
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(gg) Each Debtor will from time to time, at the joint and several expense of the Debtors, promptly execute and deliver all

such further instruments and documents, and take all such further action as may be necessary or desirable, or as the Secured Party
may reasonably request, in order to perfect and protect any security interest granted or purported to be granted hereby or to enable the
Secured Party to exercise and enforce their rights and remedies hereunder and with respect to any Collateral or to otherwise carry out
the purposes of this Agreement. 
  

(hh) Schedule D attached hereto lists all of the patents, patent applications, trademarks, trademark applications, registered
copyrights, and domain names owned by any of the Debtors as of the date hereof. Schedule D lists all material licenses in favor of
any Debtor for the use of any patents, trademarks, copyrights and domain names as of the date hereof. All material patents and
trademarks of the Debtors have been duly recorded at the United States Patent and Trademark Office and all material copyrights of
the Debtors have been duly recorded at the United States Copyright Office. 

  
(ii) No Debtor other than the Company will issue (i) any additional shares of any class of capital stock or other equity

interests; or (ii) any securities convertible either voluntarily by the holder thereof or automatically upon the occurrence or
nonoccurrence of any event or condition into, or any securities exchangeable for, any such shares, unless, in either case, such shares
are pledged to the Secured Party as Collateral pursuant to this Agreement. 

  
(jj) Promptly following the execution of this Agreement, each Debtor shall deliver or cause to be delivered to the Secured

Party any and all certificates and other instruments representing or evidencing the Pledged Securities, together with undated stock
powers endorsed in blank. 
  
4. Effect of Pledge on Certain Rights. If any of the Collateral subject to this Agreement consists of nonvoting equity or ownership

interests (regardless of class, designation, preference or rights) that may be converted into voting equity or ownership interests upon the
occurrence of certain events (including, without limitation, upon the transfer of all or any of the other stock or assets of the issuer), it is agreed
that the pledge of such equity or ownership interests pursuant to this Agreement or the enforcement of any of the Secured Party’s rights
hereunder shall not be deemed to be the type of event which would trigger such conversion rights notwithstanding any provisions in the
Organizational Documents or agreements to which any Debtor is subject or to which any Debtor is party. 

  
5. Defaults. The following events shall be “Events of Default”: 

  
(a) The occurrence of an Event of Default (as defined in the Note) under the Note; 

  
(b) Any representation or warranty of any Debtor in this Agreement shall prove to have been incorrect in any material

respect when made; 
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(c) The failure by any Debtor to observe or perform any of its obligations hereunder for five (5) business days after delivery

to such Debtor of notice of such failure by or on behalf of a Secured Party unless such default is capable of cure but cannot be cured
within such time frame and such Debtor is using best efforts to cure same in a timely fashion; or 
  

(d) If any material provision of this Agreement shall at any time for any reason be declared to be null and void, or the
validity or enforceability thereof shall be contested by any Debtor, or a proceeding shall be commenced by any Debtor, or by any
governmental authority having jurisdiction over any Debtor, seeking to establish the invalidity or unenforceability thereof, or any
Debtor shall deny that any Debtor has any material liability or obligation purported to be created under this Agreement. 
  
6. Duty to Hold in Trust. 

  
(a) Upon the occurrence and continuation of any Event of Default, each Debtor shall, upon receipt of any revenue, income,

dividend, interest or other sums subject to the Security Interests, whether payable pursuant to the Note or otherwise, or of any check,
draft, note, trade acceptance or other instrument evidencing an obligation to pay any such sum, hold the same in trust for the Secured
Party and shall forthwith endorse and transfer any such sums or instruments, or both, to the Secured Party, pro-rata in proportion to
their respective then-currently outstanding principal amount of Note for application to the satisfaction of the Obligations. 
  

(b) If any Debtor shall become entitled to receive or shall receive any securities or other property (including, without
limitation, shares of Pledged Securities or instruments representing Pledged Securities acquired after the date hereof, or any options,
warrants, rights or other similar property or certificates representing a dividend, or any distribution in connection with any
recapitalization, reclassification or increase or reduction of capital, or issued in connection with any reorganization of such Debtor or
any of its direct or indirect subsidiaries) in respect of the Pledged Securities (whether as an addition to, in substitution of, or in
exchange for, such Pledged Securities or otherwise), such Debtor agrees to (i) accept the same as the agent of the Secured Party; and
(ii) hold the same in trust on behalf of and for the benefit of the Secured Party. 

  
7. Rights and Remedies Upon Default. 

  
(a) Upon the occurrence of any Event of Default and at any time thereafter, the Secured Party shall have the right to exercise

all of the remedies conferred hereunder and under the Note and other Transaction Documents, and the Secured Party shall have all
the rights and remedies of a secured party under the UCC. Without limitation, the Secured Party shall have the following rights and
powers: 

  
(i) The Secured Party shall have the right to take possession of the Collateral and, for that purpose, enter, with the

aid and assistance of any person, any premises where the Collateral, or any part thereof, is or may be placed and remove the
same, and each Debtor shall assemble the Collateral and make it available to the Secured Party at places which the Secured
Party shall reasonably select, whether at such Debtor’s premises or elsewhere, and make available to the Secured Party,
without rent, all of such Debtor’s respective premises and facilities for the purpose of the Secured Party taking possession
of, removing or putting the Collateral in saleable or disposable form. 

  

 

11

Page 52 of 72Submission Proof - D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 ...

12/9/2015file://D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 EDGAR\12_Dece...



  
(ii) Upon notice to the Debtors by the Secured Party, all rights of each Debtor to exercise the voting and other

consensual rights which it would otherwise be entitled to exercise and all rights of each Debtor to receive the dividends and
interest which it would otherwise be authorized to receive and retain, shall cease. Upon such notice, the Secured Party shall
have the right to receive any interest, cash dividends or other payments on the Collateral and, at the option of the Secured
Party, to exercise in such Purchaser’s discretion all voting rights pertaining thereto. Without limiting the generality of the
foregoing, the Secured Party shall have the right (but not the obligation) to exercise all rights with respect to the Collateral
as it were the sole and absolute owner thereof, including without limitation to vote and/or to exchange, at its sole discretion,
any or all of the Collateral in connection with a merger, reorganization, consolidation, recapitalization or other readjustment
concerning or involving the Collateral or any Debtor or any of its direct or indirect subsidiaries. 

  
(iii) The Secured Party shall have the right to assign, sell, lease or otherwise dispose of and deliver all or any part

of the Collateral, at public or private sale or otherwise, either with or without special conditions or stipulations, for cash or
on credit or for future delivery, in such parcel or parcels and at such time or times and at such place or places, and upon such
terms and conditions as the Secured Party may deem commercially reasonable, all without (except as shall be required by
applicable statute and cannot be waived) advertisement or demand upon or notice to any Debtor or right of redemption of a
Debtor, which are hereby expressly waived. Upon each such sale, lease, assignment or other transfer of Collateral, the
Secured Party may, unless prohibited by applicable law which cannot be waived, purchase all or any part of the Collateral
being sold, free from and discharged of all trusts, claims, right of redemption and equities of any Debtor, which are hereby
waived and released. 

  
(iv) The Secured Party shall have the right (but not the obligation) to notify any account debtors and any obligors

under instruments or accounts to make payments directly to the Secured Party, on behalf of the Secured Party, and to
enforce the Debtors’ rights against such account debtors and obligors. 

  
(v) The Secured Party may (but is not obligated to) direct any financial intermediary or any other person or entity

holding any investment property to transfer the same to the Secured Party, on behalf of the Secured Party, or its designee. 
  

(vi) The Secured Party may (but is not obligated to) transfer any or all Intellectual Property registered in the name
of any Debtor at the United States Patent and Trademark Office and/or Copyright Office into the name of the Secured Party
or any designee or any purchaser of any Collateral. 
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(b) The Secured Party shall comply with any applicable law in connection with a disposition of Collateral and such

compliance will not be considered adversely to affect the commercial reasonableness of any sale of the Collateral. The Secured Party
may sell the Collateral without giving any warranties and may specifically disclaim such warranties. If the Secured Party sells any of
the Collateral on credit, the Debtors will only be credited with payments actually made by the purchaser. In addition, each Debtor
waives any and all rights that it may have to a judicial hearing in advance of the enforcement of any of the Secured Party’s rights and
remedies hereunder, including without limitation the Secured Party’s right following an Event of Default to take immediate
possession of the Collateral and to exercise its rights and remedies with respect thereto. 

  
(c) For the purpose of enabling the Secured Party to further exercise rights and remedies under this Section 7 or elsewhere

provided by agreement or applicable law, each Debtor hereby grants to the Secured Party an irrevocable, nonexclusive license
(exercisable without payment of royalty or other compensation to such Debtor) to use, license or sublicense following an Event of
Default, any Intellectual Property now owned or hereafter acquired by such Debtor, and wherever the same may be located, and
including in such license access to all media in which any of the licensed items may be recorded or stored and to all computer
software and programs used for the compilation or printout thereof. 
  
8. Applications of Proceeds. The proceeds of any sale, lease or other disposition of the Collateral shall be applied first, to the

expenses of retaking, holding, storing, processing and preparing for sale, selling, and the like (including without limitation any taxes, fees and
other costs incurred in connection therewith) of the Collateral, then to the reasonable attorneys’ fees and expenses incurred by the Secured
Party in enforcing the Secured Party’s rights hereunder and in connection with collecting, storing and disposing of the Collateral, then to
satisfaction of the Obligations, and then to the payment of any other amounts required by applicable law. If, upon the sale, license or other
disposition of the Collateral, the proceeds thereof are insufficient to pay all amounts to which the Secured Party are legally entitled, the
Debtors will be liable for the deficiency, and the reasonable fees of any attorneys employed by the Secured Party to collect such deficiency.
To the extent permitted by applicable law, each Debtor waives all claims, damages and demands against the Secured Party arising out of the
repossession, removal, retention or sale of the Collateral, unless due solely to the gross negligence or willful misconduct of the Secured Party
as determined by a final judgment (not subject to further appeal) of a court of competent jurisdiction. 

  
9. Securities Law Provision. Each Debtor recognizes that the Secured Party may be limited in its ability to effect a sale to the public

of all or part of the Pledged Securities by reason of certain prohibitions in the Securities Act of 1933, as amended, or other federal or state
securities laws (collectively, the “Securities Laws”), and may be compelled to resort to one or more sales to a restricted group of purchasers
who may be required to agree to acquire the Pledged Securities for their own account, for investment and not with a view to the distribution or
resale thereof. Each Debtor agrees that sales so made may be at prices and on terms less favorable than if the Pledged Securities were sold to
the public and that the Secured Party has no obligation to delay the sale of any Pledged Securities for the period of time necessary to register
the Pledged Securities for sale to the public under the Securities Laws. Each Debtor shall cooperate with the Secured Party in its attempt to
satisfy any requirements under the Securities Laws applicable to the sale of the Pledged Securities by the Secured Party. 
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10. Costs and Expenses. The Debtors will upon demand pay to the Secured Party the amount of any and all reasonable expenses,

including the reasonable fees and expenses of its counsel and of any experts and agents, which the Secured Party may incur in connection with
(a) the enforcement of this Agreement, (b) the custody or preservation of, or the sale of, collection from, or other realization upon, any of the
Collateral, or (c) the exercise or enforcement of any of the rights of the Secured Party under the Note. 
  

11. Responsibility for Collateral. The Debtors assume all liabilities and responsibility in connection with all Collateral, and the
Obligations shall in no way be affected or diminished by reason of the loss, destruction, damage or theft of any of the Collateral or its
unavailability for any reason. Without limiting the generality of the foregoing, (a) the Secured Party does not have (i) any duty (either before
or after an Event of Default) to collect any amounts in respect of the Collateral or to preserve any rights relating to the Collateral, or (ii) any
obligation to clean-up or otherwise prepare the Collateral for sale, and (b) each Debtor shall remain obligated and liable under each contract or
agreement included in the Collateral to be observed or performed by such Debtor thereunder. The Secured Party shall not have any obligation
or liability under any such contract or agreement by reason of or arising out of this Agreement or the receipt by the Secured Party of any
payment relating to any of the Collateral, nor shall the Secured Party be obligated in any manner to perform any of the obligations of any
Debtor under or pursuant to any such contract or agreement, to make inquiry as to the nature or sufficiency of any payment received by the
Secured Party in respect of the Collateral or as to the sufficiency of any performance by any party under any such contract or agreement, to
present or file any claim, to take any action to enforce any performance or to collect the payment of any amounts which may have been
assigned to the Secured Party or to which the Secured Party may be entitled at any time or times. 
  

12. Security Interests Absolute. All rights of the Secured Party and all obligations of the Debtors hereunder, shall be absolute and
unconditional, irrespective of: (a) any lack of validity or enforceability of this Agreement, the Note, any other Transaction Documents or any
agreement entered into in connection with the foregoing, or any portion hereof or thereof; (b) any change in the time, manner or place of
payment or performance of, or in any other term of, all or any of the Obligations, or any other amendment or waiver of or any consent to any
departure from the Note, any other Transaction Documents or any other agreement entered into in connection with the foregoing; (c) any
exchange, release or nonperfection of any of the Collateral, or any release or amendment or waiver of or consent to departure from any other
collateral for, or any guarantee, or any other security, for all or any of the Obligations; (d) any action by the Secured Party to obtain, adjust,
settle and cancel in its sole discretion any insurance claims or matters made or arising in connection with the Collateral; or (e) any other
circumstance which might otherwise constitute any legal or equitable defense available to a Debtor, or a discharge of all or any part of the
Security Interests granted hereby. Until the Obligations shall have been paid and performed in full, the rights of the Secured Party shall
continue even if the Obligations are barred for any reason, including without limitation the running of the statute of limitations or bankruptcy.
Each Debtor expressly waives presentment, protest, notice of protest, demand, notice of nonpayment and demand for performance. In the
event that at any time any transfer of any Collateral or any payment received by the Secured Party hereunder shall be deemed by final order of
a court of competent jurisdiction to have been a voidable preference or fraudulent conveyance under the bankruptcy or insolvency laws of the
United States, or shall be deemed to be otherwise due to any party other than the Secured Party, then, in any such event, each Debtor’s
obligations hereunder shall survive cancellation of this Agreement, and shall not be discharged or satisfied by any prior payment thereof
and/or cancellation of this Agreement, but shall remain a valid and binding obligation enforceable in accordance with the terms and provisions
hereof. Each Debtor waives all right to require the Secured Party to proceed against any other person or entity or to apply any Collateral which
the Secured Party may hold at any time, or to marshal assets, or to pursue any other remedy. Each Debtor waives any defense arising by
reason of the application of the statute of limitations to any obligation secured hereby. 
  

 

14

Page 55 of 72Submission Proof - D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 ...

12/9/2015file://D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 EDGAR\12_Dece...



  
13. Term of Agreement. This Agreement and the Security Interests shall terminate, automatically and without any action on the part

of the Secured Party or Secured Party, on the date on which all payments under the Note have been indefeasibly paid or otherwise discharged
in full and all other Obligations have been paid or discharged. The Secured Party shall, at Debtor’s request and expense, take any and all
action required to discharge any and all security interests and release to Debtor any and all Collateral in the Secured Party’s possession or
control. The Secured Party hereby agrees that the Debtors shall have the right, and the Debtors are hereby authorized, to take all necessary
action to cause the termination and release of all security interests granted hereunder upon termination of this Agreement, including the filing
of one or more UCC termination statements or amendments relating to the Collateral. 
  

14. Power of Attorney; Further Assurances. 
  

(a) Each Debtor authorizes the Secured Party, and does hereby make, constitute and appoint the Secured Party and its
officers, agents, successors or assigns with full power of substitution, as such Debtor’s true and lawful attorney-in-fact, with power,
in the name of the Secured Party or such Debtor, to, after the occurrence and during the continuance of an Event of Default, (i)
endorse any note, checks, drafts, money orders or other instruments of payment (including payments payable under or in respect of
any policy of insurance) in respect of the Collateral that may come into possession of the Secured Party; (ii) sign and endorse any
financing statement pursuant to the UCC or any invoice, freight or express bill, bill of lading, storage or warehouse receipts, drafts
against debtors, assignments, verifications and notices in connection with accounts, and other documents relating to the Collateral;
(iii) pay or discharge taxes, liens, security interests or other encumbrances at any time levied or placed on or threatened against the
Collateral; (iv) demand, collect, receive, compromise, settle and sue for monies due in respect of the Collateral; (v) transfer any
Intellectual Property or provide licenses respecting any Intellectual Property; and (vi) generally, at the option of the Secured Party,
and at the expense of the Debtors, at any time, or from time to time, execute and deliver any and all documents and instruments and
do all acts and things which the Secured Party deems necessary to protect, preserve and realize upon the Collateral and the Security
Interests granted therein in order to effect the intent of this Agreement, the Note and other Transaction Documents all as fully and
effectually as the Debtors might or could do; and each Debtor hereby ratifies all that said attorney shall lawfully do or cause to be
done by virtue hereof. This power of attorney is coupled with an interest and shall be irrevocable for the term of this Agreement. The
designation set forth herein shall be deemed to amend and supersede any inconsistent provision in the Organizational Documents or
other documents or agreements to which any Debtor is subject or to which any Debtor is a party. Without limiting the generality of
the foregoing, after the occurrence and during the continuance of an Event of Default, the Secured Party is specifically authorized to
execute and file any applications for or instruments of transfer and assignment of any patents, trademarks, copyrights or other
Intellectual Property with the United States Patent and Trademark Office and the United States Copyright Office. 
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(b) On a continuing basis, each Debtor will make, execute, acknowledge, deliver, file and record, as the case may be, with

the proper filing and recording agencies in any jurisdiction, all such instruments, and take all such action as may reasonably be
deemed necessary or advisable, or as reasonably requested by the Secured Party, to perfect the Security Interests granted hereunder
and otherwise to carry out the intent and purposes of this Agreement, or for assuring and confirming to the Secured Party the grant or
perfection of a perfected security interest in all the Collateral under the UCC. 

  
(c) Each Debtor hereby irrevocably appoints the Secured Party as such Debtor’s attorney-in-fact, with full authority in the

place and instead of such Debtor and in the name of such Debtor, from time to time in the Secured Party’s discretion, to take any
action and to execute any instrument which the Secured Party may deem necessary or advisable to accomplish the purposes of this
Agreement, including the filing, in its sole discretion, of one or more financing or continuation statements and amendments thereto,
relative to any of the Collateral without the signature of such Debtor where permitted by law, which financing statements may (but
need not) describe the Collateral as “all assets” or “all personal property” or words of like import, and ratifies all such actions taken
by the Secured Party. This power of attorney is coupled with an interest and shall be irrevocable for the term of this Agreement. 

  
15. Notices. All notices, requests, demands and other communications hereunder shall be subject to the notice provision of the

Purchase Agreement. 
  

16. Other Security. To the extent that the Obligations are now or hereafter secured by property other than the Collateral or by the
guarantee, endorsement or property of any other person, firm, corporation or other entity, then the Secured Party shall have the right, in its
sole discretion, to pursue, relinquish, subordinate, modify or take any other action with respect thereto, without in any way modifying or
affecting any of the Secured Party’s rights and remedies hereunder. 
  

17. Miscellaneous. 
  

(a) No course of dealing between the Debtors and the Secured Party, nor any failure to exercise, nor any delay in exercising,
on the part of the Secured Party, any right, power or privilege hereunder or under the Note shall operate as a waiver thereof, nor shall
any single or partial exercise of any right, power or privilege hereunder or thereunder preclude any other or further exercise thereof
or the exercise of any other right, power or privilege. 
  

(b) All of the rights and remedies of the Secured Party with respect to the Collateral, whether established hereby or by the
Note or by any other agreements, instruments or documents or by law, shall be cumulative and may be exercised singly or
concurrently. 
  

(c) This Agreement, together with the exhibits and schedules hereto, contain the entire understanding of the parties with
respect to the subject matter hereof and supersede all prior agreements and understandings, oral or written, with respect to such
matters, which the parties acknowledge have been merged into this Agreement and the exhibits and schedules hereto. No provision of
this Agreement may be waived, modified, supplemented or amended except in a written instrument signed, in the case of an
amendment, by the Debtors and the Secured Party or, in the case of a waiver, by the party against whom enforcement of any such
waived provision is sought. 
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(d) If any term, provision, covenant or restriction of this Agreement is held by a court of competent jurisdiction to be

invalid, illegal, void or unenforceable, the remainder of the terms, provisions, covenants and restrictions set forth herein shall remain
in full force and effect and shall in no way be affected, impaired or invalidated, and the parties hereto shall use their commercially
reasonable efforts to find and employ an alternative means to achieve the same or substantially the same result as that contemplated
by such term, provision, covenant or restriction. It is hereby stipulated and declared to be the intention of the parties that they would
have executed the remaining terms, provisions, covenants and restrictions without including any of such that may be hereafter
declared invalid, illegal, void or unenforceable. 
  

(e) No waiver of any default with respect to any provision, condition or requirement of this Agreement shall be deemed to
be a continuing waiver in the future or a waiver of any subsequent default or a waiver of any other provision, condition or
requirement hereof, nor shall any delay or omission of any party to exercise any right hereunder in any manner impair the exercise of
any such right. 
  

(f) This Agreement shall be binding upon and inure to the benefit of the parties and their successors and permitted assigns.
The Company and the Guarantors may not assign this Agreement or any rights or obligations hereunder without the prior written
consent of each Secured Party (other than by merger). Any Secured Party may assign any or all of its rights under this Agreement to
any Person to whom such Secured Party assigns or transfers any Securities, provided such transferee agrees in writing to be bound,
with respect to the transferred Securities, by the provisions of this Agreement that apply to the “Secured Party.” 
  

(g) Each party shall take such further action and execute and deliver such further documents as may be necessary or
appropriate in order to carry out the provisions and purposes of this Agreement. 
  

(h) All questions concerning the construction, validity, enforcement and interpretation of this Agreement shall be governed
by and construed and enforced in accordance with the internal laws of the State of California, without regard to the principles of
conflicts of law thereof. Each Debtor agrees that all proceedings concerning the interpretations, enforcement and defense of the
transactions contemplated by this Agreement and the Note (whether brought against a party hereto or its respective affiliates,
directors, officers, shareholders, partners, members, employees or agents) shall be commenced exclusively in the state and federal
courts sitting in the County of Los Angeles. Each Debtor hereby irrevocably submits to the exclusive jurisdiction of the state and
federal courts sitting in the County of Los Angeles for the adjudication of any dispute hereunder or in connection herewith or with
any transaction contemplated hereby or discussed herein, and hereby irrevocably waives, and agrees not to assert in any proceeding,
any claim that it is not personally subject to the jurisdiction of any such court or that such proceeding is improper. Each party hereto
hereby irrevocably waives personal service of process and consents to process being served in any such proceeding by mailing a copy
thereof via registered or certified mail or overnight delivery (with evidence of delivery) to such party at the address in effect for
notices to it under this Agreement and agrees that such service shall constitute good and sufficient service of process and notice
thereof. Nothing contained herein shall be deemed to limit in any way any right to serve process in any manner permitted by law.
Each party hereto hereby irrevocably waives, to the fullest extent permitted by applicable law, any and all right to trial by jury in any
legal proceeding arising out of or relating to this Agreement or the transactions contemplated hereby. If any party shall commence a
proceeding to enforce any provisions of this Agreement, then the prevailing party in such proceeding shall be reimbursed by the other
party for its reasonable attorney’s fees and other costs and expenses incurred with the investigation, preparation and prosecution of
such proceeding. 
  

 

17

Page 58 of 72Submission Proof - D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 ...

12/9/2015file://D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 EDGAR\12_Dece...



  
(i) This Agreement may be executed in any number of counterparts, each of which when so executed shall be deemed to be

an original and, all of which taken together shall constitute one and the same Agreement. In the event that any signature is delivered
by facsimile transmission or e-mail transmission, such signature shall create a valid binding obligation of the party executing the
same (or on whose behalf such signature is executed) with the same force and effect as if such facsimile signature were the original
thereof. 
  

(j) All Debtors shall be jointly and severally be liable for the obligations of each Debtor to the Secured Party hereunder. 
  

(k) Nothing in this Agreement shall be construed to subject the Secured Party to liability as a partner or member in or of any
Debtor or any of its direct or indirect subsidiaries, nor shall the Secured Party be deemed to have assumed any obligations under any
partnership agreement or limited liability company agreement, as applicable, of any such Debtor or any of its direct or indirect
subsidiaries or otherwise, unless and until any such Secured Party exercises its right to be substituted for such Debtor as a partner or
member, as applicable, pursuant hereto. 
  

(l) To the extent that the grant of the security interest in the Collateral and the enforcement of the terms hereof require the
consent, approval or action of any partner or member, as applicable, of any Debtor or any direct or indirect subsidiary of any Debtor
or compliance with any provisions of any of the Organizational Documents, the Debtors hereby grant such consent and approval and
waive any such noncompliance with the terms of said documents. 
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IN WITNESS WHEREOF, the parties hereto have caused this Security Agreement to be duly executed on the day and year first

above written. 
  

  
[SIGNATURE PAGE OF SECURED PARTY FOLLOWS] 

  

 

SALEEN AUTOMOTIVE, INC.,  
a Nevada corporation 
  
By: /s/ Steve Saleen  
Name: Steve Saleen
Title: Chief Executive Officer
  
SALEEN AUTOMOTIVE, INC., 
a Florida corporation 
  
By: /s/ Steve Saleen 
Name: Steve Saleen
Title: Chief Executive Officer  
  
SALEEN SIGNATURE CARS, 
a California corporation 
  
By: /s/ Steve Saleen 
Name: Steve Saleen
Title: Chief Executive Officer
  
SALEEN SALES CORPORATION,  
a California corporation 
  
By: /s/ Steve Saleen
Name: Steve Saleen
Title: Chief Executive Officer
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IN WITNESS WHEREOF, the parties hereto have caused this Security Agreement to be duly executed on the day and year first

above written. 
  

  

 

SECURED PARTY:
 
SM FUNDING GROUP, INC.
  
By: /s/ David Bergstein  
Name: David Bergstein  
Title: CEO
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SCHEDULE A 

  
Principal Place of Business of Debtors: 
  
  
Locations Where Collateral is Located or Stored: 
  
  

SCHEDULE B 
Legal Names and Organizational Jurisdictions 

  

  
  

SCHEDULE C 
Names; Mergers and Acquisitions 

  
  

SCHEDULE D 
Intellectual Property 

  
  

SCHEDULE E 
  

 

Name Jurisdiction Address
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ANNEX A 

to 
SECURITY AGREEMENT 

  
FORM OF ADDITIONAL DEBTOR JOINDER 

  
Security Agreement dated as of October 12, 2015 made by 

Saleen Automotive, Inc. 
and its subsidiaries party thereto from time to time, as Debtors 

to and in favor of 
the Secured Party identified therein (the “Security Agreement”) 

  
Reference is made to the Security Agreement as defined above; capitalized terms used herein and not otherwise defined herein shall

have the meanings given to such terms in, or by reference in, the Security Agreement. 
  

The undersigned hereby agrees that upon delivery of this Additional Debtor Joinder to the Secured Party referred to above (or the
Secured Party on their behalf), the undersigned shall (a) be an Additional Debtor under the Security Agreement, (b) have all the rights and
obligations of the Debtors under the Security Agreement as fully and to the same extent as if the undersigned was an original signatory
thereto, and (c) be deemed to have made the representations and warranties set forth therein as of the date of execution and delivery of this
Additional Debtor Joinder. WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, THE UNDERSIGNED SPECIFICALLY
GRANTS TO THE SECURED PARTIES A SECURITY INTEREST IN THE COLLATERAL OWNED BY IT AS MORE FULLY SET
FORTH IN THE SECURITY AGREEMENT AND ACKNOWLEDGES AND AGREES TO THE WAIVER OF JURY TRIAL
PROVISIONS SET FORTH THEREIN. 
  

Attached hereto are supplemental and/or replacement Schedules to the Security Agreement, as applicable. An executed copy of this
Joinder shall be delivered to the Secured Party (or the Secured Party on their behalf), and the Secured Party may rely on the matters set forth
herein on or after the date hereof. This Joinder shall not be modified, amended or terminated without the prior written consent of the Secured
Party. 
  

IN WITNESS WHEREOF, the undersigned has caused this Joinder to be executed in the name and on behalf of the undersigned. 
  

  

 

 [Name of Additional Debtor]
 
 By: 
 Name:
 Title:
 Address:
Dated:
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INTELLECTUAL PROPERTY SECURITY AGREEMENT 

  
This INTELLECTUAL PROPERTY SECURITY AGREEMENT (this “Agreement”), entered into on December 2, 2015, as of

October 12, 2015, is made by Saleen Automotive, Inc., a Nevada corporation (the “Company”), and all of the Subsidiaries of the Company
(such Subsidiaries, the “Guarantors”, and together with the Company, the “Grantors”), in favor of SM Funding Group, Inc., a Delaware
corporation (the “Secured Party”), pursuant to the Purchase Agreement. 

  
W I T N E S S E T H: 

  
WHEREAS, the Company and the Secured Party are party to that certain Securities Purchase Agreement, dated on or about the date

hereof (“Purchase Agreement”), pursuant to which the Secured Party has agreed to extend loans to the Company evidenced by the Company’s
12.0% Senior Secured Convertible Note (the “Note”); 

  
WHEREAS, pursuant to that certain Subsidiary Guarantee, dated as of the date hereof (the “Guarantee”), the Guarantors have jointly

and severally agreed to guarantee and act as surety for payment of the Note; 
  
WHEREAS, the Company’s obligations under the Note and the Grantors’ obligations under this Agreement are senior to other

obligations of the Company and the Grantors pursuant to that certain Subordination Agreement, dated October 21, 2015, among W-Net Fund
I, L.P., other holders of Company’s secured debt, the Company and the Secured Party; 
  

WHEREAS, contemporaneously herewith the Grantors are entering into a Security Agreement (“Security Agreement”), pursuant to
which each Grantor has granted a security interest in its assets and properties to secure the satisfaction of the Company’s obligations under the
Note and the Guarantor’s obligations under the Guarantee, among other things; and 

  
WHEREAS, the Grantors are obligated under the Security Agreement to take such further actions as the Secured Party requests to

further perfect the Secured Party’s security interest granted under the Security Agreement, including without limitation with respect to
intellectual property. 

  
NOW, THEREFORE, in consideration of the premises and mutual covenants herein contained and for other good and valuable

consideration, the receipt and sufficiency of which are hereby acknowledged, Grantors hereby agree as follows: 
  
DEFINED TERMS. 
  

(a) Certain Defined Terms. As used in this Agreement, the following terms shall have the meanings set forth below: 
  

“Copyright” means copyrights and copyright registrations, including, without limitation, the copyright registrations
and recordings listed on Schedule I attached hereto, if any, in which the Grantors have any right, title and interest, and (i) all
reissues, continuations, extensions or renewals thereof, (ii) all income, royalties, damages and payments now and hereafter
due and/or payable under and with respect thereto, subject to payment to any co-owner of its, his or her share thereof,
including without limitation payments under all licenses entered into in connection therewith and damages and payments for
past or future infringements thereof, (iii) the right to sue for past, present and future infringements thereof, and (iv) all of the
Grantors’ rights corresponding thereto throughout the world. 
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“Intellectual Property Licenses” means rights under or interest in any patent, trademark, copyright or other
intellectual property, including software license agreements with any other party, whether the Grantors are a licensee or
licensor under any such license agreement, and the right to use the foregoing in connection with the enforcement of the
Secured Party’s rights pursuant to the Security Agreement. 

  
“Patent” means patents and patent applications, including, without limitation, the patents and patent applications

listed on Schedule I hereto and all continuations, divisionals, provisionals, continuations in part, or reissues of applications
related to patents thereon, and (i) all renewals thereof, (ii) all income, royalties, damages and payments now and hereafter
due and/or payable under and with respect thereto, subject to payment to any co-owner or inventor of its, his or her share
thereof, including without limitation payments under all licenses entered into in connection therewith and damages and
payments for past or future infringements or dilutions thereof, (iii) the right to sue for past, present and future infringements
thereof, and (iv) all of the Grantors’ rights corresponding thereto throughout the world. 

  
“Trademark” means trademarks, trade names, registered trademarks, trademark applications, service marks,

registered service marks and service mark applications, including without limitation the registered trademarks listed on
Schedule I hereto, and (i) all renewals thereof, (ii) all income, royalties, damages and payments now and hereafter due
and/or payable under and with respect thereto, subject to payment to any co-owner of its, his or her share thereof, including
without limitation payments under all licenses entered into in connection therewith and damages and payments for past or
future infringements or dilutions thereof, (iii) the right to sue for past, present and future infringements and dilutions thereof,
(iv) the goodwill of the Grantors’ business symbolized by the foregoing and connected therewith, and (v) all of the
Grantors’ rights corresponding thereto throughout the world. 

  
(b) Terms Defined in the Purchase Agreement. Capitalized terms used in this Agreement and not otherwise defined herein

have the meanings ascribed to them in the Purchase Agreement. 
  

2. GRANT OF SECURITY INTEREST IN INTELLECTUAL PROPERTY COLLATERAL. Grantors hereby grant to the Secured
Party a continuing security interest (as set forth in the Security Agreement) in all of Grantors’ right, title and interest in, to and under all of
Grantors’ Intellectual Property (as defined in the Security Agreement), including, without limitation, the following, whether presently existing
or hereafter created or acquired (collectively, the “Intellectual Property Collateral”): 

  
2

Page 66 of 72Submission Proof - D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 ...

12/9/2015file://D:\Dropbox (SEC Compliance)\2014 OPERATIONS\2015 OPERATIONS\2015 EDGAR\12_Dece...



  
  
(a) all of Grantors’ Patents and Grantors’ rights under all Patent Intellectual Property Licenses to which it is a party,

including those patents referred to on Schedule I hereto, including: 
  

(b) all of Grantors’ Trademarks and Grantors’ rights under all Trademark Intellectual Property Licenses to which it is a
party, including those trademarks referred to on Schedule I hereto, including: 

  

(c) all of Grantors’ Copyrights and Grantors’ rights under all Copyright Intellectual Property Licenses to which it is a party,
including those referred to on Schedule I hereto, including: 

  

 (i) all registrations and applications in respect of the foregoing, including continuations, divisionals, provisionals,
continuations in part, or reissues of applications and patents issuing thereon; and

   

 
(ii) all products and proceeds of the foregoing, including, without limitation, any claim by Grantors against third

parties for past, present or future infringement of any Patent or any Patent licensed under any Intellectual Property
License;

 (i) all registrations, applications, and renewals in respect of the foregoing;
   

 (ii) all goodwill of the business connected with the use of, and symbolized by, each Trademark and each Trademark
licensed under an Intellectual Property License; and

   

 

(iii) all products and proceeds of the foregoing, including without limitation any claim by Grantor against third parties
for past, present or future (A) infringement or dilution of any Trademark or any Trademark licensed under any
Intellectual Property License or (B) injury to the goodwill associated with any Trademark or any Trademark
licensed under any Intellectual Property License; and

 (i) all registrations, applications, and renewals in respect of the foregoing; and
   

 
(ii) all products and proceeds of the foregoing, including without limitation any claim by Grantors against third parties

for past, present or future infringement of any Copyright or any Copyright licensed under any Intellectual Property
License.

3
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3. SECURITY AGREEMENT. The security interests granted pursuant to this Agreement are granted in conjunction with the security

interests granted to the Secured Party pursuant to the Security Agreement. Grantors hereby acknowledge and affirm that the rights and
remedies of the Secured Party with respect to the security interest in the Intellectual Property Collateral made and granted hereby are more
fully set forth in the Security Agreement, the terms and provisions of which are incorporated by reference herein as if fully set forth herein.
Each Secured Party acknowledges that the priorities set forth herein are subject to the terms of the Intercreditor Agreement. 

  
4. AUTHORIZATION TO SUPPLEMENT. If Grantors shall obtain rights to any new Intellectual Property (as defined in the

Security Agreement), the provisions of this Agreement shall automatically apply thereto. Grantors shall give the Secured Party prompt written
notice with respect to any such material new Intellectual Property. Grantors represent that Schedule I is substantially accurate and complete
but reserve the right from time to time to correct inaccuracies and/or omissions by giving the Secured Party written notice thereof. Without
limiting Grantors’ obligations under this Section 4, Grantors hereby authorize the lender unilaterally to modify this Agreement by amending
Schedule I to include any such corrections and other modifications and any such new Intellectual Property of Grantors. Notwithstanding the
foregoing, no failure to so modify this Agreement or amend Schedule I shall in any way affect, invalidate or detract from Secured Party’s
continuing security interest in all Intellectual Property Collateral, whether or not listed on Schedule I. 

  
5. COUNTERPARTS. This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an

original, but all such separate counterparts shall together constitute but one and the same instrument. In proving this Agreement in any judicial
proceedings, it shall not be necessary to produce or account for more than one such counterpart signed by the party against whom enforcement
is sought. Any signatures delivered by a party by facsimile transmission or by e-mail transmission shall be deemed an original signature
hereto. 

  
6. GOVERNING LAW; JURISDICTION. This Agreement shall be governed by and construed under the laws of the State of

California applicable to contracts made and to be performed entirely within the State of California. Each party hereby irrevocably submits to
the exclusive jurisdiction of the state and federal courts sitting in the County of Los Angeles for the adjudication of any dispute hereunder or
in connection herewith or with any transaction contemplated hereby and hereby irrevocably waives, and agrees not to assert in any suit, action
or proceeding, any claim that it is not personally subject to the jurisdiction of any such court, that such suit, action or proceeding is brought in
an inconvenient forum or that the venue of such suit, action or proceeding is improper. Each party hereby irrevocably waives personal service
of process and consents to process being served in any such suit, action or proceeding by mailing a copy thereof to such party at the address in
effect for notices to it under this Agreement and agrees that such service shall constitute good and sufficient service of process and notice
thereof. Nothing contained herein shall be deemed to limit in any way any right to serve process in any manner permitted by law. 

  
7. SUCCESSORS AND ASSIGNS. The terms and conditions of this Agreement shall inure to the benefit of and be binding upon the

respective successors and permitted assigns of the parties. Nothing in this Agreement, express or implied, is intended to confer upon any party
other than the parties hereto or their respective successors and permitted assigns any rights, remedies, obligations or liabilities under or by
reason of this Agreement, except as expressly provided in this Agreement. A Secured Party may assign its rights hereunder in connection with
any private sale or transfer of its Note, in which case the term “Secured Party” shall be deemed to refer to such transferee as though such
transferee were an original signatory hereto. No Grantor may assign its rights or obligations under this Agreement. 

  
[Signature Pages Follow] 
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IN WITNESS WHEREOF, each of the Grantors have caused this Intellectual Property Security Agreement to be executed and

delivered by its duly authorized officer as of the date first set forth above. 
  

  

  

  

  

SALEEN AUTOMOTIVE, INC.,
a Nevada corporation
  
By: /s/ Steve Saleen  
Name: Steve Saleen  
Title: Chief Executive Officer

SALEEN AUTOMOTIVE, INC.,
a Florida corporation
  
By: /s/ Steve Saleen  
Name: Steve Saleen
Title: Chief Executive Officer

SALEEN SIGNATURE CARS,
a California corporation
  
By: /s/ Steve Saleen  
Name: Steve Saleen
Title: Chief Executive Officer

SALEEN SALES CORPORATION,
a California corporation
  
By: /s/ Steve Saleen  
Name: Steve Saleen
Title: Chief Executive Officer
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ACCEPTED AND ACKNOWLEDGED BY: 
  
SECURED PARTY: 
  

  
[Signature Page to Intellectual Property Security Agreement] 

  

SM FUNDING GROUP, INC.
  
By: /s/ David Bergstein  
Name: David Bergstein  
Title: CEO
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SCHEDULE I 
to 

INTELLECTUAL PROPERTY SECURITY AGREEMENT 
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