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Item 1.01 Entry Into to a Material Definitive Agreement

On April 16, 2020, Optex Systems Holdings, Inc. (“the Company”) and its subsidiary, Optex Systems, Inc. (“Optex”, and with the Company, the “Borrower”) entered into a
line of credit facility (the “Facility”) with BBVA, USA (“BBVA”) The substantive terms are as follows:

e The principal amount of the Facility is $2.25 million. The Facility matures on April 15, 2022. The interest rate is BBVA’s Prime Rate and is fixed at 3% for the first year, and

all accrued and unpaid interest is payable month in arrears starting on May 15, 2020; and the principal amount is due in full with all accrued and unpaid interest and any other
fees on April 15, 2022.

e There are commercially standard covenants including, but not limited to, covenants regarding maintenance of corporate existence, not incurring other indebtedness except
trade debt, not changing more than 25% stock ownership of Borrower, and a Fixed Charge Coverage Ratio of 1.25:1, with the Fixed Charge Coverage Ratio defined as
(earnings before taxes, amortization, depreciation, amortization and rent expense less cash taxes, distribution, dividends and fair value of warrants) divided by (current

maturities on long term debt plus interest expense plus rent expense).

e The Facility contains commercially standard events of default including, but not limited to, not making payments when due; incurring a judgment of $10,000 or more not
covered by insurance; not maintaining collateral and the like.

e The Facility is secured by a first lien on all of the assets of Borrower.

The foregoing is a summary description of the material terms of the amendment and is qualified in its entirety by the text of the form of Amendment, attached as Exhibit 99.1 to
this Current Report on Form 8-K and incorporated by reference to this Item 1.01.

Item 9.01 Exhibit

99.1 Form of Loan Agreement




SIGNATURES

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

Optex Systems Holdings, Inc.
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By: /s/ Karen Hawkins

Karen Hawkins
Title:  Chief Financial Officer

Date: April 20, 2020
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BUSINESS LOAN AGREEMENT

‘Principal. Loan Date

] ; I.oan_ No Col 7 Col.
$2,250,000.00 | 04-15-2020 04-15-2922

References in the boxes above are for Lender's use only and do not limit the applicability of this document to any pamcuiar Ipan or itam.
ny item above containing "** *" has been omitted due to text length

Borrower:  OPTEX SYSTEMS HOLDINGS, INC. Lender: BBVA USA
OPTEX SYSTEMS, INC. FTM EMERGING COMPANIES-LAS COLINAS
1420 Presidential Drive 4925 N 0'Conner Suite 101
Richardson, TX 75081-2439 Irving, TX 75062
9727068770

THIS BUSINESS LOAN AGREEMENT dated April 15, 2020 Executed I__{__.is made and executed between OFTEX SYSTEMS HOLDINGS,
INC.; and OPTEX SYSTEMS, INC. ["Borrower") and BBVA USA ("Lender") on ﬁu following terms nnd :ondmuns erowal has received prior

commercial loans from Lender or has applied to Lender for a commercial loan or loans or other fi including those which
may be described on any exhibit or schedul tu this A and agrees that: Ul) in granting, renewing, or
extending any Loan, Lender is relying upon B 's rep i and its as set forth in this Agreement; (B) the

. of of any Loan by Lende all times shall be subject ta Lnndlt': sole judgment and discretion; and (C) all such
I.nans shall be and remain sub]aet to the terms and it of this Ag This A shall apply te any and all present and future
loans, loan ion of credit, i and other -grsemurrts and undertakings of every nature and kind that may

be entered into by and between Borrower and Lender now and in the future.
TERM. This Agreemant shall be affective as of April 15, 2020 Executed /1, and shall continus in full force and effect until such time

as all of Borrower's Loans in favor of Lender have been paid in full, including principal, interest, costs, expenses, attorneys' fees, and other fees
and charges, or until such time as the parties may agree in writing to terminate this Agreement.

LINE OF CREDIT. The Indebted includes a Iving line of credit.

CONDITIONS PRECEDENT TO EACH ADVANCE. Lender's obligation to make the initial Ad and each d under this
Agreement shall be subject to the fulfillment to Lender's satisfaction of all of the conditions set forth in this A,greument and in the Related
Documents.

Loan Documents. Borrower shall provide to Lender the following documents for the Loan: (1) the Note; (2} Security Agreements
granting to Lender security interests in the Collateral; (3) financing statements and all other documents perfecting Lender's Security
Interests: {4) evidence of insurance as required below: (5] together with all such Related Documents as Lender may require for the Loan;
all in form and substance satisfactory to Lender and Lender's counsel.

s shall have provided in form and substance satisfactory to Lerldet properly certified resolutions, duly
authorizing the exacution and delivery of this Agreemem the Note and the D ion, Borrower shall have provided
such other resolutions. autherizations. documents and instruments as Lender or its counsel, may require.

Payment of Fees and Expenses. Borrower shall have paid to Lender all fees, charges, and other expenses which are then dus and payable
as specified in this Agreement or any Related Document.

Ri i and Wi i The represantations and warranties sst forth in this Agreement, in the Related Documents, and in any
document or certificate delivered to Lender under this Agreement are true and correct.

No Event of Default. There shall not exist at the time of any Advance a condition which would constitute an Event of Default under this
Agresment or under any Related Document.

MULTIPLE BOHHOWEH.S This Agreement has been executed by multiple obligors who are referred te in this Agreement individually, collectively
and interch: " Unless ifically stated to the contrary, the word "Borrower” as used in this Agreement, including
without limitati alI repr i warranties and covenants, shall include all Borrowers. Borrower understands and agreas that, with or
without notice to any one Borrower, Lender may (A) make one or more additional secured or unsecured loans or otherwise extend additional
credit with respect 1o any other Borrower: (B] with respect to any other Borrower alter, compromise, renew, extend, accelerate, or otherwise
change one or more times the time for navmsrrl or other terms of any indebtedness. including increases and decreases of the rate of interest on
the indebted (C} h , waive, sub . fail or decide not to perfect, and release any security, with or without the
substitution of nsw collateral: (D) release. substitute. agree nol 1o sue, or deal with any one or mora of Borrower's or any other Borrower's
sureties, endorsers, or other guarantors on any terms or in any manner Lender may choose: (E) determine how, when and what application of
payments and credits shall be made on any indebtedness; (F) apply such security and direct the order or manner of sale of any Collateral,
including without li tion, any non-judicial sale permitted by the terms of the controlling security agreement or deed of trust. as Lender in its
discretion may determine: (G] sell, transfer, assign or grant participations in all or any part of the Loan; IH} exercise or refrain from exarc:smg
any rights against Borrower or others, or otherwise act or refrain from acting: (I} settle or compromise any indebtedness; and (J) b

the payment of all or any part of any of Borrower's indebtedness to Lender to the payment of any liabilities which may be due Lender or nthnrs.

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

Organization. OPTEX SYSTEMS HOLDINGS, INC. is a corporation for profit which is, and at all times shall be, duly organized, validly
axisting, and in good standing under and by virtue of the laws of the State of Delaware. OPTEX SYSTEMS HOLDINGS, INC. is duly
authorized to transact business '|n all other states in which OPTEX SYSTEMS HOLDINGS, INC. is doing business, having obtained all

y filings, g and appr for sach state in which OPTEX SYSTEMS HOLDINGS, INC. is doll’lg business,
Specifically, OPTEX SYSTEMS HOLDINGS, INC. is. and at all times shall be. dulv qui lhod asa foreign corporation in all states in which the
failure to so qualify would have a material ad effact on its . OPTEX SYSTEMS HOLDINGS., INC. has the

full power and authority to own its properties and to transact the busmess in which it is presently engaged or presently proposes to
engage. OPTEX SYSTEMS HOLDINGS, INC. maintains an office at 1420 Presidential Drive, Richardson, TX 75081-2439 Unless OPTEX
SYSTEMS HOLDINGS, INC. has designated otherwise in writing, the principal office is the office at which OPTEX SYSTEMS HOLDINGS,
INC. keeps its books and records including its records concerning the Collateral. OPTEX SYSTEMS HOLDINGS. INC. will notify Lender prior
to any change in the location of OPTEX SYSTEMS HOLDINGS, INC.'s state of organization or any change in OPTEX SYSTEMS HOLDINGS,
INC.'s name. OPTEX SYSTEMS HOLDINGS, INC. shall do all things necessary to preserve and to keep in full force and effect its existence,
rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or
quasi-governmental authority or court applicable to OPTEX SYSTEMS HOLDINGS, INC. and OPTEX SYSTEMS HOLDINGS, INC.'s business
activities.
OPTEX SYSTEMS, INC. is a corporation for profit which is, and at all times shall be. duly organized, validly existing, and in good standing
under and by virtua of the laws of the State of Delaware. OPTEX SYSTEMS INC. is duly authorized to lransact business in all other states
in which OPTEX SYSTEMS. INC. is domg business, having obtained all r y filings, gover and Is for each
state in which OPTEX SYSTEMS, INC. is doing business. Specifically, OPTEX SYSTEMS, INC. is, and at all times shall hs dulv qualified as
a foreign corporation in all states in which the failure to so qualify would have a material adverse effect on its business or financial
condition, OPTEX SYSTEMS, INC. has the full powar and authority to own its properties and to transact the business in which it is
presently angaged or prasently proposes to engage. OPTEX SYSTEMS, INC. maintains an office at 1420 Presidential Drive, Richardson, TX
765081-2438. Unless OPTEX SYSTEMS, INC. has designated otherwise in writing, the principal office is the offica at which OPTEX
SYSTEMS, INC, keeps its books and records including its records concerning the Collateral. OPTEX SYSTEMS, INC. will notify Lender prior
to any change in the locatior- of OPTEX SYSTEMS. INC.'s state of organization or any change in OPTEX SYSTEMS. INC.'s name. OPTEX
SYSTEMS, INC. shall do all things necessary to preserve and 1o keep in full force and effect its exi rights and privil and shall
comply with all regulations, rules, ordinances, statutes, orders and d of any gover | or quasi-governmental authority or court
applicable to OPTEX SYSTEMS, INC. and OPTEX SYSTEMS, INC.'s business activities.

Assumed Business Names. Borrower has filed or recorded all documents or filings required by law relallng to all assumed business names
usad by Borrower. Excluding the name of Borrower, the ing is a pl list of all d names under which Borrower
does business: None.

Authorization. Borrower's execution, delivery, and performance of this Agreement and all the Relsted Documents have been duly
authorized by all necessary action by Borrower. do not require the consent or approval of any other person, regulatory authority. or
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(Continued) Page 2

governmental body, and do not conflict with, result in a violation of, or constitute a default under (1) any provision of {a} Borrower's
articles of incorporation or organization, or bylaws, or (b] any ag t or other ir 1t binding upon Borrower or (2] any law,
governmental regulation. court decree. or order applicable to Borrower or to Borrower's properties. Borrower has the power and authority
to enter into the Note and the Related Documents and 1o grant collateral as sscurity for the Loan. Borrower has the further power and
authority to own and to hold all of Borrower's assets and properties, and to carry on Borrower's business as presently conducted.

Fis ial i Each of 's financial statements supplied to Lender truly and complatalv dlsl:lm;ad Borlnwar s financial
condition as of the date of the statement, and there has been no material adverse change in Borrower's fi 1] L quent to
the date of the most recent financial statement supplied to Lender. Borrower has no material contingent obli except as disclosed in
such financial statements.

Legal Effect. This Agreement constitutes, and any instrument or agreement Borrower is required to give under this Agreement when
delivered will constitute legal, valid, and binding obligations of Borrower enforceable against Borrower in accordance with their respective
terms.

Properti Except as cor P by this Agreement or as previously di in s financial statemants or in writing to Lender
and as accepted by Lender, and except for property tax liens for laxas not presently due and payable, Borrower owns and has good title to
all of Borrower's properties free and clear of all Security Interests, and has not executad any security documents or financing statements
relating to such properties. All of Borrower's properties are titled in Borrower's legal name, and Borrower has not used or filed a financing
statement under any other name for at least the last five (5) years.

H | Suk Except as discl i to and acknowledged by Lender in writing, Borrower represents and warrants that: (1) During
the period of Borrower's ownership of the Collateral, there has been no use, generation, manufacture, storage, treatment, disposal, release
or threatened release of any Hazardous Substance by any person on, under, about or from any of the Collateral. (2] Borrower has no
knowledge of, or raason to believe that thare has been (a] any breach or violation of any Environmental Laws: (b] any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under. about or from the
Collateral by any prior owners or occupants of any of the Collateral; or (c) any actual or threatened litigation or claims of any kind by any
person relating to such matters. (3] Neither Borrower nor any tenant, contractor, agent or other authorized user of any of the Collateral
shall use, generate, manufacture, store. treat, dispose of or release any Hazardous Substance on. under, about or from any of the

C«u!iamral and any such achvrtv shall ba conducted in lii with all licable federal, state, and local laws, regulations, and
. including wi ion all i ital Laws. Borrower authorizes Lsnder and its agents to enter upon the Collateral to

make such inspections and tests as Lender may deem appropriate to determine p of the Ci with this section of the
Any 15 or tests made by Lender shall be at Borrower's expense and for Lender's purposes only and shall not be

construed to create any responsibility or liability on the part of Lender to Borrower or 1o any other person. The representations and
warranties contained herein are based on Borrower's due diligence in investigating the Collateral for hazardous waste and Hazardous
Substances. Borrower hereby (1) releases and waives any future claims against Lender for indemnity or contribution in the event

liable for p or other costs under any such laws, and (2} agrees to indemnify, defend, and hold harmless Lender
against any and all claims, losses, liabilities, d: Ities, and which Lender may directly or indirectly sustain or suffer
rasulting from a breach of this saction of the Ag 1t or as a Ll of any use, generation, manufacture, storage. disposal.
release or threatened release of a hazardous waste or substance on the Collateral. The provisions of this section of the Agreemant,
|m:ludmg the obligation to indemnify and defend. shall survive the pay of the Indebted and the termination, expiration or
ion of this Ag and shall not be affected by Lender's acquisition of any interest in any of the Collateral, whether by
foreclosure or atherwise,
Litigation and Claims. No litigati claim, i i i ative p ing or similar action (including those for unpaid taxes)
against Borrower is pending or threatened, and no other event has occurrad which may materially ndvarsaly affect Borrower's financial
condition or properties, other than litigation, claims, or other events, if any, that have been discl d to and ack ledged by Lender in

writing.

Taxes. To the best of Borrower's knowledge, all of Borrower's tax returns and reports that are or were required to be filed, have been
filed, and all taxes, assessments and other governmental charges have been paid in full, except those presently being or to be contested by
Borrower in good faith in the ordinary course of business and for which adequate reserves have been provided.

Lien Priority. Unless otherwise previously disclosed to Lender in writing, Borrower has not entered into or granted any Security
MAgreements, or permitted the filing or attachment of any Security Interests on or affecting any of the Collateral directly or indirectly
sacuring repayment of Borrower's Loan and Note, that would be prior or that may in any way be superior to Lender's Security Interests and
rights in and to such Collateral.

Binding Effect. This Agreement, the Note. all Security Agreements (if any), and all Related Documents are binding upon the slgnem

thereof, as well as upon their successors, representatives and assigns, and are legally enforceable in with their P
terms.
Commercial Purposes. Borrower intands to use the Loan proceeds solely for business or ially related

Employee Benefit Plans. Each employee benefit plan as to which Borrower may have any liability complies in all material respects with all
applicable requirements of law and regulations, and {1} no Reportable Event nor Prohibited Transaction (as defined in ERISA) has occurred
with respect to any such plan, (2} Borrower has not withdrawn from any such plan or initiated steps to do so, (3] no steps have been
taken to terminate any such plan or to appoint a trustee to administer such a plan, and (4) there are no unfunded liabilities other than
those previously disclosed to Lender in writing.

Investment Company Act. Borrower is not an "investment company® or a company "controlled” by an "investment company”, within the
ing of the | Company Act of 1940, as amended.

Public Utility Holding Company Act. Borrower is not a "holding pany”, or a "subsidiary pany” of a "holding company”, or an
"affiliate” of a "holding company" or of a "subsidiary company” of a "holding company”, within the meaning of the Public Utility Helding
Company Act of 1935, as amended.

Regulations T and U. Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the
purpose of purchasing or carrying margin stock (within the meaning of Regulations T and U of the Board of Governors of the Federal
Reserve System).

Information. All information previously fumushad or which is now being furnished by Borrower to Lender for the purposes of or in
connection with this Ag or any trar p by this Agreement is, and all information furnished by or on behalf of
Borrower to Lender in the future will be, true and accurato in every material respect on the date as of which such information is dated or
certified: and no such information is or will be incomplete by omitting to state any material fact the omission of which would cause the
information to be misleading.

Claims and Defenses. There are no defenses or counterclaims, offsets or other adversa claims, demands or actions of any kind. personal or
otherwisa, that Borrower, any Grantor, or any Guarantor could assert with respect to the Note, Loan, this Agreement, or the Related
Documents.

Pari Passu Clause. The Loan ranks and shall rank equally in right of payment with all other present and future bordinated i

and obligations of Borrower.

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

Repayment. Repay the Loan in accordance with its terms and the terms of this Agreement.

Motices of Claims and Litigation. Promptly inform Lender in wmmg of {1I aII ma‘tanal adverse changes in Borrower's financial condition,
and {2) all existing and all threatened litigats claims, i proceedings or similar actions affecting Borrower or
any Guarantor which could mataerially affect thae financial condition of Borrower or the financial condition of any Guarantor.

Financial Records. Maintain its books and records in accordance with GAAP, applied on a consistent basis, and permit Lender to examine
and audit Borrower's books and records at all reasonable times.

Financial Statements. Furnish Lender with such financial statements and other related information at such frequencies and in such detail as
Lander may reasonably request.

Additional Information. Furnish such additional information and statements, as Lender may request from time to time,

Additional Requirements. Fixed Charge C Ratio. i a mini Post Distribution Fixed Charge Coverage Ratio of 1.25 to
1.00. The term "Fixed Charge Coverage Ratio® means Borrower's [Earnings betore interast, Taxes, Depreciation, Amortization and Rent
Expense minus Cash Taxes minus Dividends minus Distributions plusiminus loss/gain on Fair Value of Warrants] divided by [Current
Maturities of Long Term Debt plus Interest Expense plus Rent Expense). This ratio will be evaluated annually.
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Insurance. Maintain firs and other risk insurance, public liability insurance, and such other insurance as Lender may require with respect to
Borrower's properties and operations, in form, amounts, and coverages reasonably acceptable to Lender and by insurance companies
authorized to transact business in Texas, BORROWER MAY FURNISH THE INSURANCE REQUIRED BY THIS AGREEMENT WHETHER

THROUGH EXISTING POLICIES OWNED OR CONTROLLED BY BORROWER OR THROUGH EQUIVALENT COVERAGE FROM ANY

INSURANCE COMPANY AUTHORIZED TO TRANSACT BUSINESS IN TEXAS. Borrower, upon request of Lender, will deliver to Lender from

time to time the policies or certificates of ir in form isf v to Lender, including stipulations that coverages will not be
cancelled or diminished without at least thirty (30) days prior written notice to Lender. Each insurance policy also shall include an
endorsement providing that coverage in favor of Lender will not be impaired in any way by any act, omission or default of Borrower or any
other person. In connection with all policies covering assets in which Lender holds or is offered a security interest for the Loans, Borrower
will provide Lendar with such lender's loss payable or other endorsements as Lender may require.

Insurance Reports. Furnish to Lnnder upon raquust of Lendar reports on each existing insurance policy showing such information as
Lender may y request, ir the ing: (1) the name of the insurer; [2; tha risks insurad; (3} the
amount of the policy; (4) the properties insured: (5) the then current property values on the basis of which insurance has been obtained,
and the manner of determining those values: and (6] the expiration date of the policy. In addition, upon reguest of Lender (however not
more often than annually), Borrower will have an independent appraiser satisfactory to Lender determine, as applicable, the actual cash
value or replacement cost of any Collateral. The cost of such appraisal shall be paid by Borrower.

Other Agreements. Comply with all terms and conditions of all other agreements, whether now or hereafter existing, between Borrower
and any other party and notify Lender immediately in writing of any default in connection with any other such agreements.

Loan Proceeds. Use all Loan proceeds solely for Borrower's business operations, unless specifically consented to the contrary by Lender in
writing.

Taxes, Charges and Liens. Pay and discharge when due all of its ir and obligati i i i imitation all

taxes, governmental charges, levies and liens, of every kind and nature, imposed upon Borrower or its properties, income. or profits, prlor
to the date on which penalties would attach, and all lawful claims that, if unpaid. might become a lien or charge upon any of Borrower's
properties, income, or profits. Provided however, Borrower will not be required to pay and discharge any such assessment, tax, charge,
levy, lien or claim so long as (1) the legality of the same shall be contested in good faith by appropriate pre di and (2] B

shall have established on Borrower’s books adequate reserves with respect to such contested assessment, tax. charge, levy, lien, or claim
in accordance with GAAP.

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

Op Maintain ive and it personnel with substantially the same qualifications and experience as the present
emcutlw and management personnel; provide written notice to Lender of any change in axecutive and p its
business affairs in a reasonable and prudent manner.

Promptly duct and at Borrower's all such ir igations, studies, and i as
may be raquostod by Lender or any govnrnmontal authority relative to any substance, or any waste or by-product of any “substance defined
as toxic or a under federal, state, or local law, rula, regulation, order or directive, at or affecting any
property or any facility owned, leased or used by Barrower.

C i with il i Comply with all laws, ordinances, and regulations, now or hereafter in effect. of all
gnvammantal an‘lhorltlea applmable to the conduct of Borrower's properties, businesses and operations, and to the use or occupancy of the

ir tha A 1s With Disabilities Act. Borrower may contest in good faith any such law, erdinance,
or jon and withhold i during any pr ing, including appropriate appeals, so long as Borrower has notified Lender in
writing prior to doing so and so long as, in Lender's sole opinion, Lender's interasts in the Collateral are not jeopardized. Lender may
requira Borrower to post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

I i Permit employ or agents of Lender at any reasonable time to inspect any and all Collateral for the Loan or Loans and
Borrower's other properties and to examine or audit Borrower's books, accounts, and rucurds and to make copies and memoranda of
Borrower's books, accounts, and records. |If Borrower now or at any time heraafter any records [i g without limitation
computer generatad records and computer software programs for the generation of such records) in the possession of a third party,
Borrower., upon request of Lender, shall notify such party to permit Lender free access to such records at all reasonable times and to
provide Lender with copies of any records it may request, all at Borrower's expense.

Change of Location. Immediately notify Lender in writing of any additions to or changes in the location of Borrower's businesses.
Title to Assets and Property. Maintain good and ketable title to all of B 's assets and properties.

Notice of Default, Litigation and ERISA Matters. Forthwith upen learning of the occurrence of any of the following, Borrower shall provide
Lender with written notice thereof, describing the same and the steps hemg taken by Borrower with respect thereto: (1) the occurrence of
any Event of Default, or (2) the institution of, or any adverse ion in, any litigati arbitration pi ing or governmental
proceeding, or {3} the occurrence of a Reportable Event under, or the institution of steps by Borrower to withdraw from, or the institution
of any steps to terminate, any employee benefit plan as to which Borrower may have any liability.

Other Information. From time to time Borrower will provide Lender with such other information as Lender may reasonably request.

Employee Benefit Plans. So long as this Agreement rsmalns |n elfsct Borrower will mmmam each employee benefit plan as to which
Borrower may have any liability, in with all appli L its of law and

Compliance Certificates. Unless waived in writing by Lender. provide Lender within one hundred twenty (120} days after the end of each
fiscal year, with a certificate executed by Borrower's chief financial officer, or other officer or person acceptable to Lender, certifying that
the representations and warranties set forth in this Agreement are true and correct as of the date of the certificate and further certifying
that, as of tha date of the certificate. no Event of Default exists under this Agreement.

Environmental Complia»ce and Hepom. Borrower shall comply in all respects with any and all Environmental Laws; not cause or permit to

exist, as a result of an ir or wal action or omi: on Borrower's part or on the part of any third party. on property
owned andlor occupied by Borrower, any environmental activity whare damage may rasult to the environment, unless such environmental
activity is pi to and in compli with the conditions of a permit issued by the appropriate federal, state or local governmental

authorities; shall furnish to Lender promptly and in any event within thirty {30) days after receipt thereof a copy of any notice, summons,
Ilen cltatlon directive, letter or other communication from any governmantal agency or Instrumamallt!’ concerning any intentional or

al action or ission on Borrower's part in connection with any environmental activity whether or not there is damage to the
environment and/or other natural resources.

Make, and deliver to Lender such promissory notes, mortgages, deeds of trust, security agreements,
assignments, financing statements, instruments, s and other ag; 1ts as Lender or its arorneys may reasonably request to
evidence and secure the Loans and to perfect all Security Interests.

Letter of Credit Commitment Fee. Pay to Lender a Letter of Credit Commitment Fee that will be computed at 2.750% of the amount of the
issued Letter of Credit. This fes shall be calculated and assessed at the time the Letter of Credit is Issued.

LENDER'S EXPENDITURES. [f any action or proceeding is ced that would materially affect Lender's interest in the Collateral or if
Borrower fails to comply with any provision of this Agreement or any Related Documents, including but not limited to Borrower's failure to
discharge or pay when due any amounts Borrower is required to discharge or pay under this Agreement or any Related Documents. Lender on
Borrower's behalf may [but shall not be obligated to) take any action that Lender deems appropriate, including but not limited to discharging or
paying all taxes, liens, security interests, encumbrances and other claims, at any time levied or placed on any Collateral and paying all costs for
insuring, maintaining and preserving any C All such itures paid by Lender for such purposes will then bear interest at the Note
rate from the date paid by Lender to the date of repayment by Borrower. To the extent permitted by applicable law, all such expenses will
bacome a part of the Indebtedness and, at Lender 's uption will |A) be payable on demand: (B) be added to the balance of the Note and be
apportioned among and be payabla with any ir due during either (1) the term of any applicable insurance pelicy:
or {2} the remaining term of the Note: or (C) be lreatad asa ballonn payment which will be due and payable at the Note's maturity.

NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borrower shall not, without the
prior written consent of Lender:
Indebtedness and Liens. (1) Except for trade debt incurred in the normal course of business and indebtedness to Lender contemplated by

this Agreement, create, incur or assume indebtedness for borrowed money. including capital leases, (2) sell, transfer, mortgage, assign,
pledge, lease, grant a security interest in, or encumber any of Borrower's assets (except as allowed as Permitted Liens), or (3] sall with




BUSINESS LOAN AGREEMENT
{Continued) Page 4

recourse any of Borrower's accounts.

Continuity of Operations. (1} Engage in any business activities substantially different than those in which Borrower is presently engaged.
(2) cease operations, liquidate, merge or restructure as a legal sntity (whamsr by dlvlslorl or otharwisae), consolidate with or acquire any
ather entity, change its name, convert to another type of entity or or sell C out of the ordinary
course of husmns& or (3) pay any dividends on Borrower's stock {other than dividends pavablo in its stock), provided, howsver that

going, but only so long as no Event of Default has occurred and is continuing or would result from the payment of
dividends, if Borrower is a "Subchapter 5 Corporation” [as defined in the Internal Revenue Code of 1986, as amended), Borrower may pay
cash dividends on its stock 1o its shareholders from time to time in amounts necessary to enable the sharsholders to pay income taxes and
make estimated income tax payments to satisfy their liabilities under federal and state law which arise solely from their status as
Shareholders of a Subchapter 5 Corporation because of their ownership of shares of Borrower's stock, or (4) purchase or retire any of
Borrower’s outstanding shares or alter or amend Borrower's capital structure,

Loans, and (1) Loan, invest in or advance money or assets to any other person. enterprise or entity. IZJ
purchase, create or acquire any interest in any other enterprise or entity, or (3] incur any obligation as surety or guarantor other than in
the ordinary course of business.

Agreements. Enter into any agreement containing any provisions which would be violated or breached by the performance of Borrower's
obligations under this Agreemant or in connection herewith.

CESSATION OF ADVANCES. If Lender has made any commitment to make any Loan to Borrower, whether under this Agresmant or undser any
other agresment, Lender shall have no obligation to make Loan Advances or to disburse Loan procesds if: [A] Borrower or any Guarantor is in
default under the terms of this Agreement or any of ths Related Dur,umsrmi or any other agreement that Borrower or any Guarantor has with
Lsndsr, (B) Borrower or any Guarantor dies, b orb . files a petition in bankruptey or similar proceedings,
or is adjudged a bankrupt; [C) there occurs a material adverse change in Borrower's fnam:lal condition, in the financial condition of any
Guarantor, or in the value of any Collateral securing any Loan; or (D} any Guarantor seeks, claims or otherwise attempts to limit, modify or
revoke such Guarantor's guaranty of the Loan or any other loan with Lender; or (E) Lender in good faith deems itself insacure, aven though no
Event of Default shall have occurred.

RIGHT OF SETOFF. To the axtant permitted by applicable law, Lender reserves a right of setoff in all Borrower's with Lender |
checking. savings. or some other account). This includes all accounts Borrower holds jointly with someone else and all accounts Borrower may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, to the extant permitted by applicable law, to charge or setoff all sums owing on the Indebtedness against any
and all such accounts.

DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:
Payment Default. Borrower fails to make any payment whan dus under the Loan.

Other Defaults. Borrower fails to comply with or to perform any other term, obli covenant or diti ined in this Agreement
or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contained in any other
agreement between Lender and Borrower.

Default in Favor of Third Parties. Borrower or any Grantor defaults under any loan, ion of credit. . purchase or
sales agreement, or any other agreement, in favor of any other creditor or person that may materlaw affect any of Borrower's or any
Grantor's property or Borrower's or any Grantor's ability to repay the Loans or perform their respective obligations under this Agreement or
any of the Related Documants.

False Statements. Any warranty. reprasentation or statemom made or furmshad to Lender by Borrower or on Borrower's behalf, or made
by Guarantor, under this Agreement or the nts in with the obtalmng of the Loan evidenced by the Note or any
security document directly or indirectly securing mpayment of the Note is false or misleading in any material respect, either now or at the
time made or furnished or becomes false or misleading at any time thereafter.

h

Insolvency. The dissolution or termination of Barrower's existance as a going business, the insolvency of Borrower, the appointment of a
receiver for any part of Borrower's property, any assignment for the benefit of creditors. any type of creditor workout. or the
of any pi ding under any bankruptey or insolvency laws by or against Borrower.

D ive Ci izati This A or any of the Related Documents ceases to be in full force and effect (including failure of any
collateral document to create a valid and perfected security interest or lien) at any time and for any reason.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings. whether by judicial proceeding. salf-help,
repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral securing the Loan.
This includes a garnishment of any of Borrower's accounts, including deposit accounts, with Lender. However, this Event of Default shall
not apply if there is a good faith dispute by Borrower as to the validity or reasonablenass of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower gives Lender writtan notice of the creditor or forfeiture proceeding and deposits with Lander monies or
a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Attach t. Any ion or hment is levied against the Coll I. and such ion or attachment is not set aside,
dnscharged or stayed within ‘thll‘ty’ {30) dsys after the same is levied.
Change in Zoning or Public Restrictien. Any change in any zoning ordinance or regulation or any other public iction is d, ad d

or implemented, that limits or defines the uses which may be made of the Collateral such that the present or intended use of the Cnllalnml
as specified in the Related Documents, would be in violation of such zoning ordinance or regulation or public restriction, as changed.

Default Under Other Lien Documents. A default occurs under any other mortgage. deed of trust or security agreement covering all or any
portion of the Collateral.

Unless adeq coverad by i in the opinion of Lender. the entry of a final judgment for the payment of money
|n\m|vmg more than ten thousand dollars {$10,000.00) against Borrower and the failure by Borrower to discharge the same, or causs it 1o
be discharged, or bonded off to Lender's satisfaction, within thirty (30) days from the date of the order, decree or process under which or
pursuant 10 which such judgment was anterad

Events Affacting Gulra'lmlr Any of the preceding events occurs with respect to any Guarantor of any of the Indebtedness or any
G dies or b it, or revokes or disputes the validity of, or liability under, any y of the 1888,

Change in Ownership. Any change in ownership of twenty-five percent (25%} or more of the commaon stock of Borrower.

Adverse Change. A material adverse change occurs in Borrower's financial ition, or Lender beli the prospect of payment or
performance of the Loan is impaired.

Insecurity. Lender in good faith believes itself insecure.
EFFECT OF AN EVENT OF DEFAULT. If any Event of Default shall occur, except where otherwise provided in this Agreement or the Related

all ts and obligati of Lender under this Agreement or the Related Documents or any other agreement immaediately will
terminate (including any obligation to make further Loan Advances or disbursements), and, at Lender's option, all Indabtedness immeadiately will
b due and payable, afl notice of any kind to Borrower, except that in the case of an Event of Default of the type described in the
"Insolvency” subsection above, such ion shall be ic and not optional. In additi Lender shall have all the rights and remedies
provided in the Related Documents or available at law, in equity, or otherwise. Except as may be prohibited by applicable law. all of Lender's
rights and dies shall be lative and may be exercisad singularly or concurrently. Election by Lender to pursue any remedy shall not

exclude pursuit of any other remedy. and an election to make expenditures or to take action to perform an obligation of Borrower or of any
Grantor shall not affect Lender's right to declare a default and to exercise its rights and remedies.

ADDITIONAL DOCUMENTS. Borrower shall provide Lender with the following additional documents:

Corporate Resolution. OPTEX SYSTEMS HOLDINGS, INC, has provided or will provide Lender with a certified copy of resolutions properly
adopted by OPTEX SYSTEMS HOLDINGS, INC.'s Board of Directors, and certified by OPTEX SYSTEMS HOLDINGS, INC.'s corporate

secretary, assistant y. or other i officer, under which OPTEX SYSTEMS HOLDINGS. INC.'s Board of Directors authorized
one or more designated officers or employ to this Agi the Note and any and all Securlty Agraemants directly or
indi securing repay of the same, and to consummate the bor and other trar i under this
Agreement, and to t to the r di ing any default by OPTEX SYSTEMS HOLDINGS, INC. as prnundad in this Agreement and

in any Security Agreements.

Corporate Resolution. OPTEX SYSTEMS, INC. has provided or will provide Lender with a certified copy of resolutions properly adopted by
OPTEX SYSTEMS, INC.'s Board of Diractors, and certified by OPTEX SYSTEMS, INC.'s corporate secretary, assistant secretary, or other
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authorized officer. under which OPTEX SYSTEMS, INC.'s Board of Directors authorized one or mora daslanatad officers or employess to
execute this Agreement, the Note and any and all Sucurny Agrosmanu diractly or indi it of the same, and to
consummate the borrowings and other i under this Agreement, and 1o consent to the remedies following any

default by OPTEX SYSTEMS, INC. as provided in this Agreumunt and in any Security Agreements.

Opinion of Counsel. When required by Lender, Borrower has provided or will provide Lender with an opinion of Borrower's counsel
certifying to and that: (1) Borrower's Note, any Security Agreements and this Agreement constitute valid and hinding obligations on
Borrower's part that are in with their resg ive terms; (2] Borrower is Ualldly existing and in good standing; (3]
Borrower has authority to enter into this Agreement and to cor the cti cor i under this Agreement; and (4]
such other matters as may have been requested by Lender or by Lender’s counsel.

NON-LIABILITY OF LENDER. The relationship between Borrower and Lender created by this Agreement is strictly a debtor and creditor
relationship and not fiduciary in nature, nor is the relationship to be construed as creating any partnership or joint venture between Lender and
Borrower. Borrower is exercising Borrower's own judgmeant with respect to Borrower's busiriess. All information supplied to Lender is for
Lender's pratection only and no other party is entitled to rely on such information. There is no duty for Lender to review, inspect, supervise or
inform Borrower of any matter with mﬁpa:t tu Borrower's busmass Lender and Borrower intend that Lender may reasonably rely on all
information supplied by Borrower and any ion or failure to i i will not diminish Lender's right to so rely.

NO ASSIGNMENT BY BOIIROWER. Notwlths‘landinu any other provisions of this Agreemant to the contrary, Borrowar agraas not to assign any
of Borrower's rights or obligations under this A

OTHER LOAN DOCUMENTS. Notwithstanding any other provisions of this Agreement to the cormary. pplicability of this Ag 10 any
Loan other than the Loan evidenced by the Note (an "Other Loan") is in addition to and not in sub of any d axecuted specifically
in connection with an Other Loan {an "Other Loan Document®). In the event of a conflict between any provision of this Agreement and a
provision in an Other Loan Document, the Other Loan Document shall control as to the Other Loan, and this Agreement shall control as to the
Loan evidenced by the Note.

ADDITIONAL EVENTS OF DEFAULT. i wding any other provisi herain to the contrary, each of the following also shall be an Event of
Default hersunder:
i} any change in the ownership (whether in a single transaction or a serias of ions) of tv y-five p (25%) or mora of the

ownership interests (as defined below) of Borrower, any Guarantor or any Grantor; “ownership interest” of any entity shall mean any direct or
indirect ownership, control or profit interests in such entity, including any and all shares, membership interests, general and limited partnership
interests, trust interests or other ivalents (reg. of how i

(ii) Any material adverse change in the financial condition of any Guarantor or Grantor.

EVENTS OF DEFAULT. No!wnhstandlng any other provisions of this Agreement to the contrary, for the purposes of the paragraphs titled "LINE
OF CREDIT / Conditi d to Each Ad ", "CONDITIONS PRECEDENT TO EACH ADVANCE / No Events of Default™ and
"AFFIRMATIVE COVENANTS / Compliance Certificates”, the term an "Event of Default” also shall include a condition or event that, with the
giving of any notice, the passage of time, or both, would constitute an Event of Default.

JURISDICTION / SERVICE OF PROCESS. Any legal action or proceeding brought by Lender or Borrower against the other arising out of or
relating to the loan or other extension of credit evidenced by, secured by or otherwise related to this instrument or agreement [a "Proceeding”)
shall be instituted in the federal court for or the state court smlng in the county whera Landsr s office {at the address for Lender first set forth
above) is located: provided that, notwithsta g the f . Lender shall have the right to bring any Proceeding against any party hereto or
its properties in the courts of any other |ur|sd|(:1.|nn th respscl to any Proceeding. Borrower, to the fullest extent permitted by law,
irrevocably: (i) waives any objections that Borrower may now or hereafter have based on venue andfor forum non conveniens in such federal or
state court (and agrees not to plead or claim the same); (ii) submits to the jurisdiction of any such faderal or stata court; agrees that service
of process in any Proceading may be effacted by mailing a copy thereof by registered or certified United States mail (or any substantially similar
form of United States mail}, postage prepaid, to the address for Borrower first set forth above; and (iv) agrees that nothing herein shall affect
the right to effect service of process in any other manner permitted by law.

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:

This Ag her with any Documants, i the entire understanding and agreement of the parties
as to the matters set forﬂ'l in this Agreement. No alteration of or amendment to this Agreement shall be effective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or amendment.

Attorneys' Fees; Expenses. Borrower agrees to pay upon demand all of Lender's costs and expenses, including Lender's reasonable

attorneys' fees and Lender's legal expenses. incurred in jon with the enf it of this Ag . Lender may hire or pay
someona alsa to help anforca this Agrasmaent, and Borrowar shall pay the costs and of such it. Costs and exp
include Lender's reascnable attorneys' fees and legal expenses whether or not there is a lawsuit, i ing Lender's r attorneys’
fees and Iegal expenses for bankruptcv proceedings (including efforts to medify or vacate any ic stay or inj ion) ls, and
any anticip post-judg services. also shall pay all court costs and such additional fees as may be directed by
the court.

to the ralem of mfnrmatlm on or about Borrower by Lender in accordance with any court order,
law or r lation, in to credit ingui cor and except to the extent prohibited by law.

Caption Headings. Caption headings in this Agreament are for convenience purposes only and are not to be used to interpret or define the
provisions of this Agreement.

Consent to Loan Participation. Borrower agrees and consents to Lender's sale or transfer, whether now or later, of one or more
participation interests in the Loan to one or more purchasers, whether related or unrelated to Lender. Lendar may provide, without any
limitation whatsoever, to any one or more purchasers, or potential purchasers, any information or knowledge Lender may have about
Borrower or about any other matter relating to the Loan, and Borrower hereby waives any rights to privacy Borrower may have with respect
to such matters. Borrower additionally waives any and all notices of sale of participation interests, as well as all notices of any repurchase
of such participation interests. Borrower also agrees that the purchasers of any such participation interests will be considered as the
absolute owners of such interests in the Loan and will have all the rights d under the participation agresment or agresmeants
governing the sale of such participation interests. Bormwer funhsr waives all nghts of offset or counterclaim that it may have now or later
against Lender or against any p of such a par and lly agrees that either Lender or such purchaser may
enforce Borrower's obligation under the Loan irrespective of the failure or insolvency of any helder of any interest in tha Loan. Borrower
further agrees that the purchaser of any such participation interests may its ir ive of any | claims or
defenses that Borrowar may have against Lender.

g Law. This Agr will be g by federal law applicable to Lender and, to the extent not preempted by federal law, the
laws of 1he State of 'l'ens without renard to its conflicts of law provisions. This Agreement has been accepted by Lender in the State of
Texas.

Joint and Several Liability. All obligations of Borrower under this Agreement shall be joint and several, and aII references to Borrower shall
mean each and every Borrower. This means that each Borrower signing below is bla for all obli in this A it. Where
any one or mora of the parties is a corporation, partnarship, limited liability company or similar entity, it is not necessary for Lender to
inquire into the powers of any of the officers, directors, partners, members, or other agents acting or purporting to act on the entity's
behali, and any obligations made or created in reliance upon the professed exercise of such powers shall be guaranteed under this
Agraemant.

Non-Liability of Lender. The relationship between Borrower and Lender created by this Agreement is strictly a debtor and creditor
relationship and not fiduciary in na!url nor is the ralatlonshtp to be construed as creating any partnership or joint venture between Lender
and Borrower. Borrower is s own jud it with respect to Borrower's business. All information supphsd to Lender is
for Lender's protaction only and no other party is antitled to rely on such information. There is no duty for Lander to review, inspect,
supervise or inform Borrower o! any matter with respect to Borrower's business. Lnndsr and Borrower intend that Lender may reasonably
ralv on aII inf i by B 1o Lender, together with all rep: and warranties given by Borrower to Lender,
igation or i ion by Lender and that any investigation or failure to investigate will not diminish Lender's right to so rely.

Notice of Lender's Breach. Borrower must notify Lander in writing of any breach of this Agreement or the Related Documents by Lender
and any other claim, cause of action or offset against Lender within thirty (30) days after the occurrence of such breach or after the accrual
of such claim, cause of action or offset. Borrower waives any claim, cause of action or offset for which notice is not given in accordance
with this paragraph. Lender is entitled to rely on any failure 1o give such notice.

Indemnification of Lender. Borrower agrees to indemnify. 1o defend and to save and hold Lander harmless from any and all claims, suits,
obligations, damages, losses, costs and expenses (including, without limitation, Lender's Lender's reasonable attorneys' fees), demands,
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lia ies, penalties, fines and forfeitures of any nature whatsoever that may bn asserted against or incurred by Lender, its officers,
directors, employees, and agents arising out of, relating to, or in any manner by this Ag and the ise of the rights
and remedies granted Lender under this. as well as by: (1) the ownership. use. operation. construction, renowvation, demolition,
preservation, managemant, repair, condition, or maintenance of any part of the Collateral; (2) the exercise of any of Borrower's rights
collaterally assigned and pledged to Lender hareunder; (3} any failure of Borrower to perform any of its obligations hereunder; andlor (4)
any fallure of Borrowal to comply with the environmental and ERISA obligations. representations and warranties set forth herein. The
i shall survive the cancellation of this Agreement as to all matters arising or accruing prior 1o such
cancellatnon and (he {aragmng indemnity shall survive in the event that Lender slects to exercise any of the remedies as provided under this
Agreement following default hereunder. Borrower's indemnity obligations under this section shall not in any way be affected by the
presence or absance of covering insurance, or by the amount of such insurance or by the failure or refusal of any insurance carrier to
perform any obligation on its part under any i policy or polici ffecting the Collateral and/or Borrower's businass activities.
Should any claim, action or proceading ba made or brought against Lender by reason of any event as to which Borrower's indemnification
obligations apply. then, upon Lender's demand, Borrower, at its sole cost and expense, shall defend such claim, action or proceeding in
Borrower's name. if necessary. by the attorneys for Borrower's insurance carrier (if such claim. action or proceeding is covered by
insurance), or otherwise by such attorneys as Lender shall approve. Lender may also engage its own attorneys at its reasonable discretion
to defend Borrower and to assist in its defense and Borrower agrees to pay the fees and disbursaments of such attornays.

C ts. This Ag may ba ned in parts, each of which, when so executed, shall be deemed an original,
but all such counterparts, taken together, shall constitute one and the same Agreement.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in writing
and signed by Lender. No delay or omission on the part of Lender in exerclsmg am,- rlgM shall operate as a waiver of such right or any
other right. A waiver by Lender of a provision of this Ag it shall not prej a waiver of Lender's right otherwise to
demand strict compliance with that provision or any other provision of thls Agteernem Mo prior waiver by Lender, nor any course of
dealing between Lender and Borrower, or between Lender and any Grantor, shall constitute a waiver of any of Lender's rights or of any of
Borrower's or any Grantor's obligations as to any future transactions. Whenever the consent of Lender is required under this Agreement,
the granting of such consent by Lender in any instance shall not constitute inuing consent to sub if where such consent
is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.

Notices. Any notice required to be given under this Agreement shall be given in writing, and shall be effective when actually delivered,
when actually received by telefacsimile [unless otherwise required by law). when deposited with a nationally recognlzed overmoht l:ourler.
or, if mailed, when deposited in the United States mail, as first class, certified or rsglstorsd mail ge prepaid, d to the

shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice purposes. Borrower
agrees to keep Lender informed at all times of Borrower's current address. Unless otherwise provided or required by law, if there is more
than one Borrower, any notice given by Lender to any Borrower is deemed to be notice given to all Borrowers.

Pay of | and Fees, Notwithstanding any other provision of this Agreement or any provision of any Related Document, Borrower
does not agree or intend to pay. and Lender does not agree or intend to charge. collect. take. reserve or receive Icullact'welv referred to
hereln as charge or collect”), any amount in me nature of interast or in the nature of a fee for the Loan which would in any way or avent
{includi; d pay ., or leration) cause Lender to contract for, charge or collect more for the Loan than the maximum
Lender would be psrrmtlad to charge or collect by any applicable federal or Texas state law. Any such excess interest or unauthorized fee
will, instead of anything stated to the contrary, be applied first to reduce the unpaid principal balance of the Loan, and when the principal

has been paid in full. be refunded to Borrower.

Severability. If a court of diction finds any provision of this Ag t to be illegal, invalid, or unenforceable as to any
person or circumstance, that llndmg shal\ not make the offending pm\rl:lm |I|ogni invalid, or unenforceable as to any other person or
circumstance. If feasible. the offending p ion shall be consi so that it becomes legal, valid and enforceable. If the

offending provision cannot be so modified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the
illegality, invalidity, or unenforceability of any provision of this Agreement shall not affect the legality. validity or enforceability of any other
provision of this Agreemant.

Sole Discration of Lender. Whenever Lender's consent or approval is required under this Agreement, the decision as to whether or not to
consent or approve shall be in the sole and exclusive discretion of Lender and Lender's decision shall be final and conclusive.

thsitlaries and Affiliates of Borrower. To the extent the of any isil of this A makes it app i including

ion any rep ion, warranty or covenant, the word "Borrower" as used in this Agreement shall include all of Borrower's
subsidiaries and affiliates. Not\mths‘tandlnn the forlgomg however, under no wcumstanm shall this Agreement be construed to require
Lender to make any Loan or other f ion to any of B ‘s subsidiaries or affiliates.

Successors and Assigns. All covenants and agreements by or on behalf of Borrower contained in this Agreement or any Related
Documents shall bind Borrower's successors and assigns and shall inure to the benefit of Lender and its successors and assigns. Borrower
shall not, however, have the right to assign Borrower's rights under this Agreement or any interest therein, without the prior written
consent of Lender,

Survival of Rep and Borrower understands and agrees that in extending Loan Advances, Lender is relying on all
representations. warranties, and covenants made by Borrower in this Agreement or in any certificate or other instrument delivered by
Borrower 1o Lender under this Agreement or the Related Documents. Borrower further agrees that reg: of any ir igation made by
Lender, all such representations, warranties and covenants will survive the ion of Loan Ad and delivery to Lender of the
Related Documents, shall be continuing in nature, shall be deemed made and redated by Borrowsr at the time sach Loan Advance is made,
and shall remain in full force and effect until such time as Borrower's Indebtedness shall be paid in full, or until this Agreement shall be
terminated in the manner provided above, whichever is the last to occur.

Time is of the Essence. Tima is of the essence in the performance of this Agreement.

Waive Jury. Al parties to this Agreement hersby waive the right to any jury trial in any action, or by any
party against any other party.

Latters of Credit. A portion of this line of credit may be used to support Letters of Credit aggregating no more than $125.000.00. The
availability under this line will be reduced by the aggregate amount of Letters of Credit outstanding.

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

Advance. The word "Advance” means a disbursement of Loan funds made, or to be made. to Borrower or on Borrower's behalf on a line
of credit or multiple advance basis under the terms and conditions of this Agreement.

Agreement. The word "Agreement” means this Business Loan Agreememt, as this Business Loan Agreement may be amended or modified
from time to time, together with all exhibits and schadules hed to this Busi Loan Ag from time to time.

Barrower. The word "Borrower® means OPTEX SYSTEMS HOLDINGS, INC.; and OPTEX SYSTEMS. INC. and includes all co-signers and
co-makers signing the Note and all their successors and assigns.

Collateral. The word "Collateral® means all property and assets granted as collateral security for a Loan, whether real or personal property,
whether granted directly or indirectly, whether granted now or in the future, and whather granted in the form of a security interest,
mortgage, collateral morigage, deed of trust, assignment, pledge, crop pledge. chattel mortgage, collateral chattel mortgage, chattel trust,
factor's lien, equipment trust. conditional sale, trust receipt, lien, charge, lien or title retention centract, lsase or consignment intended as a
sacurity device, or any other security or lien interest whatsoever, whether created by law, contract, or otherwise,

Environmental Laws. The words "Environmental Laws" mean any and all state, faderal and local statutes. rsgulatlnns and ordlnances
relating to the protection of human health or the environment, including h the C

Compensation, and Liability Act of 1980, as amended, 42 U.5.C. Section 9801, et seq. ("CEHCLA":, the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA"}, the Hazardous Materials Transportation Act, 49 U.5.C. Section 1801, et seq.,
the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or
ragulations adopted pursuant thereto.
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ERISA. The word "ERISA" means the Employes Retirement Income Security Act of 1874, as amended from time to time, and including all
regulations and published interpretations of the act.

Event of Default. The words "Event of Default® mean individually. collectively. and interchangeably any of the events of default set forth in
this Agreement in the default section of this Agreement.

GAAP. The word "GAAP" means generally accepted accounting principles.

Grantor. The word "Grantor™ means each and all of the persons or entities granting a Security Interest in any Collateral for the Loan,
including without limitation all Borrowers granting such a Security Interest.

Guarantor. The word "Guarantor" means any g . surety, or ion party of any or all of the Loan, and, in each case,
Borrower's successors, assigns, heirs, personal representatives, executors and administrators of any guarantor, surety, or accommodation
party.
Guaranty. The word "Guaranty” maans the guaranty from Guarantor to Lender, including without limitation a guaranty of all or part of the
Note.
Hazardous Substances. The words "Hazardous Substances" mean materials that. of their i ation or physical

chemical or infectious characteristics, may cause or pose a present or potantlal hazard to human heallh or tha environment whsn
improperly used, treated, stored, disposed of, generated, manufactured, transported or otherwise handled. The words "Hazardous
Substances" are used in their very broadest sense and include without limitation any and all hazardous or lmuc suhsmncas. materials or

waste as defined by or listed under the Environmental Laws. The term "} also i P
and petroleum by-products or any fraction thereof and asbestos.
Indabtedness. Tha word "Indabtad " maans the indebted, id d by the Note or Related D , ir ing all p i and

interest together with all other indebtedness and costs and expenses for which Borrower is responsible under thls Agleamem of under any
of the Related Documents.

Lender. The word "Lender® means BBVA USA, its successors and assigns.

Loan. The word 'Ln:r\ maans any and all loans and financial accommodations I'l‘en'l Lender tD Borrower whathar now or haraaﬁsr
existing, and h ding without limitation those loans and fi i d ibed hersin or on
any exhibit or schedule attached tu this Agresment from time to time. and further including any and all subsequent amendments, additions,
substitutions, renewals and refinancings of any of Borrower's Loans.

Note. The word "Note® means each pr vy note and it by Bonuwu{sl evidencing a promise to pay any sum or
anothar obligation to Lender, including :peclf'lcall\r |but without limitation) the promissory note in ths prlnctpal amoum of $2.250,000.00,
dated April 15, 2020, together with all renewals of, extensions, medifications, refinancings, and ions of or each
note or agreement. Indebtedness "evidenced by the Note or Related Documents® or payablu undsr the Credit Agreement and Related
Documents,” as this phrase is used in the definition of "Indebted " includes d by any Cross-Collateralization
provision in this document.

Permitted Liens. The words "Permitted Liens” mean (1} liens and rity i sacuring ess owed by Borrower to Lender;
{2} liens for taxes. assessments, or similar charges either not yet due or being contested in good faith; (3] lens of materialmen,
machanics, warehousemen, or carriers, or other like liens arising in the ordinary course of business and securing obligations which are not
yet delinquent: (4] purchase monay liens or purchase money socurrtv interests upon or in any property acquired or held by Borrowaer in the
ordinary course of i to secure ir on the date of this Agreement or permitted to be incurred under the
paragraph of this Agreement titled "Indebtedness and Liens”; (5] liens and security interests which, as of the date of this Agreement,
have been disclosed to and approved by the Lender in writing; and 6] those liens and security interests which in the aggregate constitute
an immaterial and insignificant monetary amount with respact to the net value of Borrower's assets.

Related I'Jmam-nu The words "Related D " mean all i v notes. credit agreements, loan agreements, environmental
agreements. mortgages, doads of trust, security deeds collateral mortgages, and all other instrumants,

agraements and documents, whether now or hereafter din 1 with the Loan.
Security Agreement. The words "Security Agreement™ mean and include without limitation any agr "
d i or other agreements, whether created by law, contract, or otherwise, evi ing, g ing, rep: ing, or

creating a Security Interest.

Security Interest. The words "Security Interest” mean, individually, collectively, and interchangeably, without limitation, any and all types

of collateral security, present and future, whether in the form of a lien, charge, encumbrance, mortgage, deed of trust. security deed,

assignment, pledge, crop pledge, chattel mortgage, collateral chattel mortgage, chattel trust, factor's lien, equipment trust, conditional sale,

trust receipt, Ilen or title retention contract, lease or consignment intended as a security device., or any other security or lien interest
d by law, . or otherwise.

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGREES TO
ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED APRIL 15, 2020 EXECUTED __ /[ .

BORROWER:

OPTEX SYSTEMS HOLDINGS, INC.

By:,

Authorized Signer

Laseckrs. Vir 19.4.0.030 Coar. Frmsvs USA Corpeaion 1997, 2020, ANRGMI Reserd, - TX ClLamePioiCRUPICAOFC TR-I020283 PR-23
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PROMISSORY NOTE

“ToanNo | .w:{m.: T 'llt ; [oﬂm]

Referannss in the boxes above are for Lender's use only and do not limit the applicability of this dul:umsnt to any particular loan or item.
Any item above containing "* **" has been omitted due to text length

Borrower:  OPTEX SYSTEMS HOLDINGS, INC. Lender: BBVA USA

OPTEX SYSTEMS, INC. FTM EMERGING COMPANIES-LAS COLINAS

1420 Presidential Drive 4925 N 0'Connor Suite 101

Richardson, TX 75081-2438 Irving. TX 75062

9727058770
Principal Amount: $2,250,000.00 Date of Note: April 15, 2020 Executed
PROMISE TO PAY. OPTEX SYSTEMS HOLDINGS, INC.; and OPTEX SYSTEMS, INC l°Bnrrnwur"| jointly and severally promise to pay to BBVA
USA ("Lender"), or order, in lawful money of the United States of A ica, the of Two Million Two Hlmd'ncl Fifty Thousand &
ODHDO Dallars ($2,250,000.00) or so much as may be o with i on the unpaid p ip of sach
| shall be d from the date of each adw e until of each ad or ity, occurs first.

CHOICE OF USURY CEILING AND INTEREST RATE. The interest rate on this Note has been implemented under the "Weekly Ceiling” as referred
to in Sections 303.002 and 303.003 of the Texas Finance Code.

PAYMENT. Borrower will pay this loan in one pay of all principal plus all d unpaid i on April 15, 2022. In
addition, Borrower will pay regular thh of all d unpaid i due as of each payment date, beginning May 15, 2020, with
all qi interest p to be due on the same day of each month after ﬂut. Unlsss otherwise agreed or required by applicable law,
payments will be appﬁsd ﬁrst to lnmast then to any fees or for additi p or ices you obtain in connection with this loan
{such as debt i f credit i etc.) that are payable mﬂ\ or as part of your nlvmsnt.
M to nrlndpal due. then to any uﬂplld collection costs and other charges due under this Note, with any 1o the

will pay Lender at Lender's address shown above or at such ather place as Lender may doslgnm in writing.

any other of this Note, Lender will not charge i on any undisb d loa di

o
whether of principal or interest or both, will be due unless sufficient loan funds have been disbursed by ths scheduled payment date to justify
the payment.

VARIABLE INTEREST RATE. The interest rate on this Note is subject to change from time to time based on changes in an index which is the
BBVA USA Prime Rate. a reference rate established by Lender and subject to increase or decrease at Lender's discretion. Notwithstanding
anything to the contrary herein, if Lender i in its sole i as to lha index rate descrlbad above in this paragraph, or as to any
other then-current Index, at any time that for any reason (a) it has b I or uni; | to this credit based on such rate or
{b) such rate is unavailable or is no longer being published. or adequate and reasonable means otherwise do not exist for ascertaining such rate,

then Lender in its sole discretion and without any further action or consent from Borrower or any other person may substitute for such rate an
alternative index rate [which may include, or to which Lender may add, a spread adjustment, which may be a positive or negative value or zero)
giving due consideration to any relevant agency or authority” s recommandation andfor any market conventions with respect thereto, and may
from time to time make any tech or it i may be appropriate to reflect the implemantation of any
such alternative rate. The index rate defined in this pa!agniph (however delermmed} is the rate that will determine the obligation to pay interest
hereunder from time to time [the "Index"). The Index is not necessarily the lowest rate charged by Lender on its loans and is set by Lender in its
sole discretion. Lender will tell Borrower the current Index rate upon Borrower's request. The interest rate change will not occur more often
than each day. Borrower understands that Lender may make loans based on other rates as well. The Index currently is 3.250% per annum.

Interest prior to maturity on the unpaid principal balance of this Note will be calculated as dascribed in the "INTEREST CALCULATION METHOD'I
paragraph using a rate of 0.250 percentage points under the Index (the "Margin®), adjusted if r y for any mini and rate
limitations described below, resulting in an initial rate of 3.000% per annum based on a year of 360 days If Lender determines, in its sole
discretion, that the Index has become unavailable or unreliable, either temporarily, indefinitely, or permanently, during the term of this Note,
Lender may amend this Note by designating a substantially similar substitute index. Lender may also amend and adjust the Margin to
accompany the substitute index. The change to the Margin may be a positive or negative value, or zero. In making these amendments. Lender
may take into consideration any then-prevailing market ¢ ion for sel b

a s i index and margin for the specific Index that is

ilable or iable. Such an dment to the terms of this Note will bacome effective and bind Borrower 10 business days after Lender
gives written notice to Borrower without any action or consent of the Borrower. NOTICE: Under no circumstances will the interest rate on this
Note be less than 2.500% per annum or more than (except for any higher default rate or Post Malurm« Rate shown below] 1he lesser of
18.000% per annum or the maximum rata by law. For purp of this Note, the rate bv law"
means the greater of (A} the maximum rate of interest permitted under federal or other law i to the ir by this
Nots, or (B} the "Weekly Ceiling™ as referred to in Sections 303.002 and 303.003 of the Texas Finance Code.

INTEREST CALCULATION METHOD. Interest on this NMa is eompulad on a 365/360 basis; that is, by applying the ratio of the interest rate
over a year of 360 days, tiplied by the d by the actual number of days the principal balance is
outstanding, unlass such calculation would result in a usurious rate, in which case interest shall be calculated on a per cism basis of a year of
365 or 366 days, as the case may be. All interest payable under this Note is computed using this hod. This hod rasults in a
higher effective interest rate than the numeric interest rate statad in this Note.

TRANSACTIONS WITH AFFILIATES. Borrower shall not directly or indirectly (including through its parent companylies]. subsidiary(ies), or
affiliate(s)) transfer any proceeds of the Loan 1o, nor use them for the benefit of, a Bank Affiliate, including using any of the proceeds of the
Loan to make any payment on [or with respect to) any loan or other debt from any Bank Affiliate. Borrower may request a list of Bank
Affiliates, which is updated on a quarterly basis. from the Bank by contacting its relationship manager. The term "Bank Affiliate” means any
entity [1) that is directly or indirectly (including ownership through a trust and beneficial ownership), controlling. controlled by, or under common
control with Lender {such an entity a "Control Entity®}, {2} in which a majority of its directors, trustees, or general partners [or individuals
exercising similar functions) constitute a majority of the persons holding any such office with Lender or a Control Entity. (3) that is sponsored
and advised on a contractual basis by Lender or anothar Bank Affiliate, or |4) that is an investmant fund for which Lender or any other Bank
Affiliate serves as an investment adviser. Ownership of fifteen percent (15%) or more of the ownership interest in an entity shall be deemed
control of the entity, and each general partner shall be deemed to have control over a partnership.

To the extent the proceeds of this Loan will be used to securitias (r of whether such purchase is conducted through BBVA
Securities Inc. or ugh another broker-dealer): (1) no securities of a Bank Affiliate (including those underwritten by a Bank Affiliate) shall be
purchased during an issuance or underwriting period, or in a way that would transfer Loan proceeds to a Bank Affiliate: (2) no securities shall be
purchased where a Bank Affiliate is selling them as principal {even in the open market): and (3) Borrower agrees to promptly notify Lender of any
violation of this provision,

Failura to comply with the lnruumng Transactions with Affiliates requirements at any time during the term of this Agresment, including renewals

and extensions thereof, shall be deemed a Default and subject to the default provisions and r di ilable to Lender.
PREPAYMENT. Borrower may pay wvlhuut penalty all or a portion of the amount owed earlier than it is due. Prepayment in full shall consist of
pay it of the ining unpaid p p: together with all accrued and unpaid interest and all other amounts, costs and expenses for

which Borrower is resnonsthls under this Note or any other agreement with Lender pertaining to this loan, and in no event will Borrower aver be
required to pay any unearned interest. Early payments will not. unless agreed to by Lender in writing. relieve Borrower of Borrower's obligation
to continue to make payments of accrued unpaid interest. Fla‘rher, early payments will reduce the principal balance due. Borrower agrees not to
send Lender payments marked "paid in full®, "without recoursa”, or similar language. |f Borrower sends such a payment, Lender may accept it
without iDsmy any of Lendar s nghts under thls Note, and Borrower will remain ouugated 1o pay any further amount owed to Lender. All wﬂmm
includi anvchockotoﬂm it that indi that the pay

"payment in full” of the amount owed or that is tenderad with othar i i or as full sati ofa must be

mailed or delivered to: BBVA USA, FTM EMERGING COMPANIES-LAS COLINAS 4925 N 0'Connar Suite 101, Irving, TX 75062.

LATE CHARGE. If a payment is 10 days or more lata, Borrower will be charged 5.000% of the unpaid portion of the regularly scheduled
payment.

INTEREST AFTER DEFAULT. Upon default, including failure to pay upon final maturity, the interest rate on this Note shall be increased by
adding an additional §.000 percentage point margin ("Default Rate Margin®). The additional Default Rate Margin shall also apply to each
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succeeding interest rate change that would have applied had there been no default. However, in no event will the interest rate exceed the
maximum interest rate limitations under applicable law.
DEFAULT. Each of the following shall constitute an event of default {"Event of Default®) under this Note:

Payment Default. Borrower fails to make any payment when due under this Note.

Other Defaults. Borrower fails to comply with or to perform any other 1erm, obligation, covenant or cnndmarl l::nntalnud in this Note or in
any of the related documents or to comply with or to perform any term, obligation, covenant or ined in any other agr
betwean Lender and Borrower.

Default in Favor of Third Parties. Borrower or any Grantor defaults under any loan, extension of credit, security agreement, purchase or
sales agreement, or any other agreemant, in favor of any other creditor or person that may materially affect any of Borrower's property or
Borrower's ability to repay this Note or perform Borrower's obligations under this Note or any of the related documents.

False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower or on Borrower's behalf under this
Mote or the related is false or leading in any material respect, either now or at the time made or furnished or becomes false
or misleading at any time thereafter.

The or ination of Borrower's existence as a going business, the insolvency of Borrower. the appointment of a
receiver for any part of Borrower's property, any assignment for the benefit of creditors, any type of creditor workout, or the
1t of any pr ing under any bankruptcy or insolvency laws by or against Borrower.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial p ing, self-halp,
repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral securing the loan.
This includes a garnishment of any of Borrower's accounts, including deposit accounts, with Lender. However, this Event of Default shall
not apply if there is a good faith dispute by Borrower as to the validity or reasonableness of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or
a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, suraty, or accornmodatnon party
of any of the indebtedness or any guarantor, endorser, surety, or accommodation party dies or b incor or or
disputes the validity of, or liability under, any g y of the i 1ess evidenced by this Note.

Change In Ownership. Any change in ownership of twenty-five percent {25%) or more of the common stock of Borrower.

Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender balieves the prospect of payment or
performance of this Note is impaired.

Insecurity. Lender in good faith believes itself insecure.

LENDER'S RIGHTS. Upon default, Lender may declare the entire indebtedness. including the unpaid principal balance under this Note, all
accrued unpaid interest, and all other amounts, costs and expenses for which Borrower is responsible under this Note or any other agresment
with Lender pertaining to this loan, immediately due, without notice, and then Borrower will pay that amount.

ATTORNEYS' FEES; EXPENSES. Lender may hire an attorney to help collect this Note if Borrower does not pay. and Borrower will pay Lender's
reasonable attorneys' fees. Borrower also will pay Lender all other amounts Lender actuaily incurs as court costs, lawful fees for filing,
recording. releasing to any public office any instrument securing this Note; the reasonable cost actually expended for repossessing. storing,
preparing for sale, and selling any security; and fees for noting a lien on or transferring a certificate of title to any motor vehicle offered as
security for this Note, or premiums or identifiable charges received in connection with the sale of authorized insurance.

JURY WAIVER. Lender and Borrower hereby waive the right to any jury trial in any action, p or i by either Lender
or Borrower against the other.

GOVERNING LAW. This Note will be governed by federal law applicable to Lender and, 1o the extent not preempted by federal law, the laws of
the State of Texas without regard to its conflicts of law provisions. This Note has been accepted by Lender in the State of Texas.

DISHONORED CHECK CHARGE. Borrower will pay a processing fee of $25.00 if any check given by Borrower to Lender as a payment on this
loan is dishonored.

RIGHT OF SETOFF. To the extent permitted by applll:ahla law, Lender reserves a right of setoff in all Borrower's accounts with Lender (whether
checkmg savings, or some other }. This i all Borrower holds jointly with someone else and all accounts Borrower may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, to the extent parmitted by applicable law, to charge or setoff all sums owing on the indebtedness against any
and all such accounts.

LINE OF CREDIT. This Note evidences a revolving line of credit. Advances under this Note, as well as directions for payment from Borrower's
accounts, may be requested orally or in writing by Borrower or by an authorized persan. Lendar may, but nead not, require that all oral requests

be confirmed in writing. Borrower agrees to be liable for all sums either: (A} ad: d in with tha i ions of an authorized
person or (B} credited to any of Borrower's accounts with Lender Tha unpald principal balance owing on this Note at any time may be
evidenced by endorsements on this Note or by Lender's internal 3 daily print-outs. This revolving line of credit shall

not be subject to Ch. 346 of the Texas Finance Code.

FEE TO WAIVE VIOLATION OF COVENANT. Lender reserves the right to assess and collect a fee in connection with any agreement by Lender to
waive the 1 of any in the Note or any other document or agreement signed in connection with the Note or to waive
or forego its rights and remedies upon the occurrence of a default. The foragoing statement shall not in any respect obligate thé Lender to
waive the violation of any covenant or to forego its rights and remedies upon the occurrence of a default, which it may or may not do in its sole
discration.

AMENDMENTS. This Note constitutes the entire under ing and ag its of the parties as to the matters set forth in this Nete. No
alteration or amendment of this Note shall be effective unless given in writing and signed by the party or parties sought to be bound by the
alteration or amendment.

SEVERABILITY. |f a2 court of competent jurisdiction finds any provision of this Note to be illegal, invalid, or unenforceabls as to any
circumstance, that finding shall not make the offending provision illegal, invalid, or unenforceable as to any other circumstance. If feasible. the
offending provision shall be considered ified so that it becomes legal, valid and enforceable. If the offending provision cannot be so
modified, it shall be considered deleted from this Note. Unless otherwise required by law, the illegality, invalidity, or unenforceability of any
provision of this Note shall not affect the legality, validity or enforceability of any other provision of this Note.

ADDITIONAL PROVISIONS. Notwithstanding any other provisions of this Note to the contrary: {a)Lender's Remedies. Lendar also may exercise
any and all remedies available to it. Lender's rights are cumulative and may be exercised together. separately. and in any order; [b}No
Assignmaent. Borrower agrees not to assign any of Borrower's rights or obligations under this Note: (c)Prepayments. The tarms "prepayment”
and "early payment” mean any payment that exceeds the combined amount of interest, pnn:lpal due, and charges dus as of the date Lander
receives that payment. The amount of this excess will be applied to the ing principal bal [d}Final Pay Borrower agrees that.
if Borrowar owaes any late charges, collection costs or other amounts under this Note or any related documents, Borrower's final payment under
this Note will include all of these amounts, as well as all unpaid principal and accrued interest;|e}]Loan Fees. Borrower agrees that all loan fees
and other prepaid finance charges are fully earned as of the date of the loan and will not be subject to refund upon early payment (whether
voluntary or as a result of default).

BUSINESS PURPOSE. The Borrower agress to use the proceeds of this Note or Credit Agreement solely for business purpeses and not any
personal, family or household purpose.

CHANGE IN INITIAL INTEREST RATE. If this Note evidences an extension of credit with a variable rate and an initial or a current interest rate or
index is stated, the initial or current rate or index stated on the Note may differ from the actual rate or index due to changes in the rate or index
before closing.

CONSTRUCTION OF DOCUMENTS. In the event of any conflict within the provisions of this Note or batween this Note and any other document
referred to or executed in connection with this Note, and notwithstanding any other provision to the contrary in any of the foregeing. the
provisions most favorable to Lender shall control. The parties hereto agree and acknowledge lhat no rule af construction permitting or requiring

any claimed ambiguities to be resolved against the drafting party shall be employed in the interp of this Note or any of the other
documents referred to or executed in connection with this Note.

ERRORS AND OMISSIONS, | agree that if deemed necessary by Lender or any agent closing the loan evidenced by this Note (“the Loan"},
Lender or the agent may correct and adjust this Note and any other documents executed in connaction with the Loan ("Related Documents®) on
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my behalf, as if | were making the cormrection or adjustment, in order to correct clerical errors. A clerical error is information in a document that
is missing or that does not reflect accurately my agreement with Lender at the time the document was executed. If any such clerical errors are
material changes, | agree to fully cooperate in correcting such arrors within 30 days of the date of mailing by Lender of a request to do that.
Any change in the documents after they are signed to reflect a change in the agreement of the parties is an "alteration” or "amendment,” which
must be in writing and signed by the party who will be bound by the change.

MINIMUM INTEREST RATE. Notwithstanding anything to the contrary contained in your note, credit ag or other instr {the "Nota")
your interast rate or Periodic Rate, will never be lower than the legal minimum interest rate or floor as described in your Note. If your Note
provides for a variable rate tied to an index plus a margin, that rate may, at times, total an amount less than the Minimum Interest Rate. In such
case your interest rate or Periodic Rate will be the stated Minimum interest Rate. In the event that the sum of the index plus the margin is
greater than the Minimum Interest Rate, then this higher rate shall be the interest rate or Periodic Rate charged on your Note.

AUTHORIZATION TO OBTAIN CREDIT INFORMATION REGARDING BORROWER. Borrower hereby authorizes Lender to obtain credit information

on Borrower from creditors am:l credit reporting agencies at any time and from time to time for the purpose of reviewing any loan, other financial
ion or service p by Lender to Borrower.

ADDITIONAL EVENTS OF DEFAULT. h ith ding any other provisi herein to the contrary, sach of the following also shall be an Event of

Default hereunder:

(i} any change in the ownership {whether in a single transaction or a series of transactions) of twenty-five percent (25%) or more of the
ownarship interests (as defined below) of Borrower. any Guarantor or any Grantor: “ownership interest” of any entity shall mean any direct or
indirect ownership, control or profit interests in such entity, including any and all shares, membership interests, general and limited partnership
interests, trust i or other ivalents (regardless of how designated).

{ii) Any material adverse change in the financial condition of any Guarantor or Grantor,
JURISDICTION / SERVICE OF PROCESS. Any legal ammn or proceeding brought by Lender or Borrower against the other arising out 01 or
"}

relating to the loan or other ion of credit evid d by, d by or otherwise related to this i or {a "Pr
shall be instituted in the federal court for or the state court sitting in the county where Lendar’s office (at the addra:: for Lender first set forth
above) is located: provided that. notwi ing the i Lendar shall have the right to bring any Procesding against any party hereto or

its properties in tha courts of any other ]unsdlr."tlun ‘With respsct to any Proceeding, Borrower, to the fullest extent permitted by law,
irrevocably: (i} waives any objections that Borrower may now or hereafter have based on venue andfor forum non conveniens in such federal or
state court (and agrees not to plead or claim the same); (i} submits to the jurisdiction of any such federal or state court; (iii} agrees that service
of process in any Proceeding may be effected by mailing a copy thereof by registered or certified United States mail (or any substantially similar
form of United States mail), postage prepaid. 1o the address for Borrower first set forth above; and (iv) agrees that nothing herein shall affect
the right to effect service of process in any other manner permitted by law.

REINSTATEMENT OF MINIMUM INTEREST RATE OR INDEX. If the Note provides for a minimum interest rate or minimum interest rate index
{sometimes referred to as the 'floor'), and such minimum interest rate or minimum interest rate index is waived or removed in conjunction with
Borrower entering into an interest rate swap transaction, such minimum interest rate shall automatically be reinstated if, and at the time. the
interast rate swap transaction is canceled or terminated for any reason.

SUCCESSOR INTERESTS. The terms of this Note shall be binding upon Borrower, and upon Borrower's heirs, personal representatives,
successors and assigns, and shall inure to the benefit of Lender and its successors and assigns.

GENERAL PROVISIONS. [f any part of this Note cannot be enforced, this fact will not affect the rest of the Note. Borrower does not agree or
intend to pay. and Lender does not agree or intend 1o contract for, charge, collect. take, reserve or receive (collectively referred to herein as
"charge or collect"), any amoum in tho nature of interest or in the nature of a fee for this loan, which would in any way or event (including
demand, pr . or 1) cause Lender to charge or collect more for this loan than the maximum Lender would be permitted to
charge or onllecl by fadaral law or the law of the State of Texas (as applicable]. Any such excess interest or unauthorized fee shall, instead of
anything stated to the contrary, be applied first to reduce the principal balance of this loan, and when the principal has been paid in full, be
rafunded to Borrower. The right to accelerate maturity of sums due under this Note does not include the right to accelerate any interest which
has not otherwise accrued on the date of such acceleration, and Lender does not intend to charge or collect any unearned interest in the event
of acceleration. All sums paid or agreed to be paid to Lender for the use, forbearance or detention of sums due hereunder shall, to the extent
permitted by applicable law, be amortized, prorated. allocated and spread throughout the full term of the loan evidenced by this Note until
payment in full so that the rate or amount of interest on account of the loan evidenced hereby does not exceed the applicable usury ceiling.
Lender may delay or forgo enforcing any of its rights or remedies under this Note without losing them. Each Borrower understands and agrees
that, with or without notice to Borrower, Lender may with raspect to any other Borrower [a} make one or more it secured or ad
loans or otherwise extend additional credit; (b} alter, compromise, renew, extend, accelerate, or otherwise change one or more times the time
for payment or other terms of any indebtedness, including increases and decreases of the rate of interest on the indebtedness; (c} axchange,
enforce, waive, subordinate, fail or decide not to perfect, and release any security, with or without the substitution of new collateral; (d) apply
such security and direct the order or manner of sale thereof. including without limitation. any non-judicial sale permitted by the terms of the
controlling security agreements, as Lender in its discretion may determine; (e} release. substitute, agree not to sue, or deal with any one or
more of Borrower's sureties, endorsers, or other guarantors on any terms or in any manner Lender may choose; and (f] determine how, when
and what application of payments and credits shall be made on any other indebtedness owing by such other Borrower. Borrower and any other
person who signs, guarantees or endorses this Note, to the extent allowed by law, waiva p t, demand for pay 1. notice of dishenor,
notice of intent to accelerate the maturity of this Note. and natice of acceleration of the maturity of this Note. Upon any change in the terms of
this Note, and unless otherwise expressly stated in writing, no party who signs this Note, whether as maker, guarantor, accommodation maker
or andorser, shall be released from liability. All such parties agree that Lender may renew or extend (repeatedly and for any length of time) this
loan or release any party or guarantor or collateral; or impair, fail to realize upon or perfect Lender's security interest in the collateral without the
consent of or notice to anyone. All such parties also agree that Lender may modify this loan without the consent of or notice to anyone other
than the party with whom the modification is made. The obligations under this Note are joint and several.

PRIOR TO SIGNING THIS NOTE, EACH BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE, INCLUDING THE
VARIABLE INTEREST RATE PROVISIONS. EACH BORROWER AGREES TO THE TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

BORROWER:

SYS'IE S HOLDINGS, INC.

OPTEX §YSTEMS, INC.

By? Qautn
Kare Hawkins, Chief Financial Officer of OPTEX
SYSTEMS, INC.

RLasertra, Ver_ 19.4.0.030 Capr. Foaswe USA Comparaiian 1997, 2010, AN fighn fasernd, - TX CillamrProlCAMIOICFT TH-3020283 #H-23
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Grantor: OPTEX SYSTEMS HOLDINGS, INC. Lender: BBVA USA
OPTEX SYSTEMS, INC. FTM EMERGING COMPANIES-LAS COLINAS
1420 Presidential Drive 4925 N O'Connor Suite 101
Richardson, TX 75081-2439 lrving, TX 75062
9727058770

THIS COMMERCIAL SECURITY AGREEMENT dated April 15, 2020 Executed __ /[, is made and executed between OPTEX SYSTEMS
HOLDINGS, INC.; and OPTEX SYSTEMS, INC. {"Grantor"} and BEVA USA ("Lender").

GRANT OF SECURITY INTEREST. For valuable consideration. Grantor grants to Lender a i in the Coll l to secure the
Indebtedness and agrees that Lender shall have the rights stated in this Agresment with respect to the Cclnnrnl in addition to all other rights
which Lender may have by law.

COLLATERAL DESCRIPTION. The word "Collateral™ as used in this Agreement means the ing property, ther now owned or

hereatter acquired, whether now existing or hereafter arising, and wherever located, in which Grantor is giving to Lender a security interest for
the payment of the Indebtadness and performance of all other obligations under the Note and this Aumumnm

All assets and, without limiting the ganernht\r of the going, all i Chattel Paper,
Commercial Tort Claims, Deposit A Goods, | ts, | Pmpnrty Letters of Credit, Letter-of-Credit Rights,
insurance policies, money, cash and currency, and all 5uppomng Obligations for any of the foregoing (with each of the !uragoing uplullzad
terms having the meanings given thorololnthe Uniform C: ial Code as cted in the state whose law g of a
interest under this C y Ag

In addition, the word "Collataral® also includes all the following, whether now owned or hereafter acquired, whether now existing or hereafter
arising, and wherever locatad:

(A} All ions, } s, jas, tools, parts, supplies, replacements of and additions to any of the collateral described harain,
whather addad now or latar.

{B) All products and produce of any of the property described in this Collateral section.

(C} Al accounts, general intangibles, instruments, rents, monies, payments, and all other rights, arising out of a sale, lease. consignment
or other disposition of any of the proparty described in this Collateral saction,

(D} All proceeds (i ing i ) from the sale, destruction, loss, or other disposition of any of the property described in this
Collateral section, and sums due from a third partv who has damaged or destroyed the Collateral or from that party's insurer, whether due
to judgment, settlement or othar process.

(E) All records and data relating to any of the property described in this Collateral section, whether in the form of a writing, photograph,
microfilm. microfiche. or electronic media. together with all of Grantor's right, title, and interest in and to all computer software required to
utilize, create, maintain, and process any such records or data on electronic media.

CROSS-COLLATERALIZATION. In addition to the Note, this Ag it all obligati debts and liabilities, plus interest theraon, of
Grantol tu Lender. or any one or more of them, as well as aII claims bv Lender against Grantor or any one or more of them. whether now
arising, whathar related or to the purp of the Note, whether voluntary or otherwise, whether due or not due,
diract or |mi|rect. determined or undatﬁrmlned absolute or contingent, liquidated or unliquidated, whether Grantor may be liable individually or
jointly with others, \ surety, »dation party or otherwise, Howsver, this Agreemant shall not secure, and
the "Indebtedness” shall not include, any ohllgahons arising under Subchapters E and F of Chapter 342 of the Texas Finance Code, as amended.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Grantor's accounts with Lender (whether
checking, savings, or some other account). This includes all accounts Grantor holds jointly with someone else and all accounts Grantor may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Grantor authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the Indebtednass against any
and all such accounts.

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL. With respect to the Collateral, Grantor represents
and promises to Lender that:

Organization. OPTEX SYSTEMS HOLDINGS, INC. is a corporation for profit which is, and at all times shall be, duly organized, validly
existing, and in good standing under and by virtue of the laws of the State of Delaware. OPTEX SYSTEMS HOLDINGS, INC. is duly
authorized to transact business in all other states in which OPTEX SYSTEMS HOLDINGS, INC. is doing business. having obtained all
necessary filings, governmental licenses and approvals for each state in which OPTEX SYSTEMS HOLDINGS, INC. is doing business.
Specifically, OPTEX SYSTEMS HOLDINGS, INC. is, and at all times shall be, duly qualified as a foreign corporation in all states in which the
failure to so qualify would have a material adversa effect on its business or financial dition. OPTEX SYSTEMS HOLDINGS, INC. has the
full power and authority to own its properties and to transact the business in which it is presently engaged or presently proposes to
engage. OPTEX SYSTEMS HOLDINGS. INC. maintains an office at 1420 Presidential Drive. Richardson, TX 75081-2439. Unless OPTEX
SYSTEMS HOLDINGS, INC. has designated otherwise in writing, the principal office is the office at which OPTEX SYSTEMS HOLDINGS,
INC. keeps its books and records including its records concerning the Collateral. OPTEX SYSTEMS HOLDINGS, INC. will notify Lander prior
to any change in the location of OPTEX SYSTEMS HOLDINGS, INC.'s state of organization or any change in OFTEX SYSTEMS HOLDINGS.
INC.'s name. OPTEX SYSTEMS HOLDINGS, INC. shall do all things necessary to preserve and to keep in full force and effect its existence,
rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or
quasi-governmental autherity or court applicable 1o OPTEX SYSTEMS HOLDINGS, INC. and OPTEX SYSTEMS HOLDINGS, INC.'s business

activities.
OPTEX SYSTEMS, INC. is a corporation for profit which is, and at all times shall be, duly crgamzed validly ansﬂng and in good standing
under and by virtue of the laws of the State of Delaware. OPTEX SYSTEMS, INC. is duly auth d to in all other states

in which OPTEX SYSTEMS, INC. is doing business. having obtained all necessary filings. governmaental licenses and approvals for each
state in which OPTEX SYSTEMS, INC. is doing business. Specifically, OPTEX SYSTEMS, INC. is, and at all times shall be, duly qualifiad as
a foreign corporation in all states in which the failure to so qualify would have a material adverse effect on its business or financial
condition. OPTEX SYSTEMS, INC. has the full power and authority to own its properties and to transact the business in which it is
presently engaged or presently proposes to engage. OPTEX SYSTEMS, INC. maintains an office at 1420 Presidential Drive, Richardson, TX
75081-2439. Unless OPTEX SYSTEMS. INC. has designated otherwise in writing. the principal office is the office at which OPTEX
SYSTEMS, INC. keeps its books and records including its records concerning the Collateral. OPTEX SYSTEMS, INC. will notify Lender prior
to any change in the location of OPTEX SYSTEMS, INC.'s state of organizaiion or any change in OPFTEX SYSTEMS, INC.'s name. OPTEX

SYSTEMS, INC. shall do all things nacessary 1o preserve and to kesp in full force and sffect its exi rights and privileges, and shall
comply with all regulations, rules, ordinances, statutes, orders and decrees of any governmental or quasi-g | authority or court
applicable to OPTEX SYSTEMS. INC. and OPTEX SYSTEMS, INC.'s business activities.

Authorizati Grantor's ion, delivery, and performance of this Agreement and all the Related Documents have been duly autharized
by all necessary action by Grantor, do not require the consent or approval of any other person, i hority, or g ital body,

and do not conflict with, result in a violation of. or constituta a default under (1} any provision of (a) Gramur s articles of incorporation or
organization, or bylaws, or [b) any agreement or other instrument binding upon Grantor or (2] any law, governmental regulation, court
decree, or order applicable to Grantor or to Grantor's properties. Grantor has the power and authority to enter into the Note and the
Related Documents and to grant collateral as security for the Indebtedness. Grantor has the further power and authority to own and to
hold all of Grantor's assets and properties, and to carry on Grantor's business as presently conducted.

Perfection of Security Interest. Grantor agrees to take whatever actions are requested by Lender to perfect and continue Lender's sacurity
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interest in the Collateral. Upon request of Lender, Grantor will deliver to Lender any and all of the d its evidencing or lituting the
Collateral, and Grantor will note Lender's interest upon any and all chattel paper and instrumants if not delivered to Lander for possession
by Lender. Thisis a and will i in effect even though all or any part of the indebtedness is paid in full

and even though for a period of time Grnntnr may not ba indabted to Lender.

Notices to Lender. Grantor will promptly notify Lender in writing at Lender's address shown above (or such other addressas as Lender may
dasignata from time to tima) prior to any {1} change in Grantor's name; {2} change in Grantor's assumed business nama(s): (3} change
in the g8 t of any Corporati Grantnl, 14) :haﬂgo in the authorized signer(s): (5] change in Grantor's principal office address;
(6) change in Grantor's state of ion; (7) cor of Grantor to a new or different type of business entity. or (8] change in
any other aspect of Grantor that directly or indirectly relates to any agreements between Grantor and Lender. No change in Grantor's name
or state of organization will take effect until after Lendar has received notice. Grantor represents and warrants to Lender that Grantor has
provided Lender with Grantor's correct Employer Identification Number. Grantor promptly shall notify Lender should Grantor apply for or
obtain a new Employer Identification Number,

No Violation. The execution and delivery of this Agreement will not violate any law or agreement governing Grantor or to which Grantor is
a party, and its certificate or articles of incorporation and bylaws do not prohibit any term or condition of this Agresment,

Enforceability of Collateral. To the extent the Collateral consists of accoums, chattel paper, or general mtanglb\ns. as defined by the
Uniform Commercial Code, the Collateral is enforceable in accordance with its terms, is and fully pl with all laws
and regulations concerning form, content and manner of preparation and execution. and all persens appearing to be obligated on the
Collateral have authority and capacity to contract and are in fact obligated as they appear to be on the Collateral. At the time any aceount
becomes subject to a security interest in favor of Lender, the account shall be a good and valid account rupwsentmg an undisputed, bona
fide indebtedness incurred by the account debtor, for merchandise held subject to delivery instructions or pr y shipped or deli d
pursuant to a contract of sale, or for services previously performed by Grantor with or for the account debtor. So long as this Agresment
remains in effect, Grantor shall not. without Lender's prior written consent, compromise, settle, adjust, or extend payment under or with
regard to any such Accounts. There shall ba no setoffs or cuunterclalms against any of tha C. . and no ag shall have been
made under which any deducti or may be claimed concerning the Collateral except those dusclosed to Lender in writing.

Location of the Collateral. Except in the ordinary course of Grantor's business, Grantor agrees o keep the Collateral (or 1o the extant the
Collateral consists of intangible property such as accounts or general i bl tha cor g the Collateral) at Grantor's
adl:lniss shown above or at such other locations as are acceptable to Lender. Upon Lender's request, Granton' will dellue! to Lander in form

¥ 10 Lender a schedule of real properties and Collateral locations relating to Grantor's ir the
following: (1| all real property Grantor owns or is purchasing; (2] all real property Grantor is renting or leasi [3] all storage faciliti
Grantor owns, rents, leases, or uses; and (4] all other properties where Collateral is or may be located. Collateral consisting of inventory
and other goods is not currently located and, as long as this Agreement remains in effect, will not be kept in a field or public warehouse or
with a bailes. and shall be kept only at locations approved by Lender. Gramor will not permit any of the Collateral to be incorporated in or
placed upen any real (immevable) property in such a way that it ilized under i Texas law. Upon Lender's request,
Grantor shall cause any owners or mortgagees of the real property upon which any of of the Collataral may be located to furnish to Lender
waivers with respact to any rights in or to the Collataral.

Removal of the Collateral. Except in the ordinary course of Grantor's business, including the sales of inventory, Grantor shall not remove
the Collateral from its existing location without Lender's prior written consent. To the extent that the Collateral consists of vehicles, or
other titled property, Grantor shall not take or permit any action which would require application for certificates of title for the wehicles
outside the State of Texas, without Lender's prior writtan consent. If Grantor moves from Grantor's address shown above to another
location within the same stats, Grantor may move the Collateral to Grantor's new address. but only if Grantor gives Lender the new
address in writing prior to Grantor's moving. In any event, Grantor agrees to keep Lender informed at all times of Grantor's current
address. Grantor shall, whenever requested, advise Lender of the exact location of the Collateral.

T i Involving Coll |. Except for inventory sold or accounts collected in the ordinary course of Grantor's business, or as
otherwisa prumdad fnr in this Agreement, Grantor shall not sell, offer to sell, or otherwise transfer or dispose of the Collateral. While
Grantor is not in default under this Agreement, Grantor may sell inventory, but only in the ordinary course of its business and only to buyers
who gqualify as a buyer in the ordinary course of business. A sale in the ordinary course of Grantor's business does not include a transfer in
partial or total satisfaction of a debt or any bulk sale. Grantor shall not pledge. mortgage. encumber or otherwise permit the Collateral to
be subject to any lien, security interest, encumbrance, or 0harge other than the security interest provided for in this Agreement, without
the prior written consent of Lender. This includes security |mnres:x even if j junmr in right to the security interests granted under this
Agreement. Unless waived by Lender, all proceeds from any disy of the C {for wh reason) shall be held in trust for
Lender and shall not be commingled with any other funds; provided howaver, this requirement shall not constitute consent by Lender to any
sale or othar disposition. Upon racaipt, Grantor shall immediately deliver any such proceeds to Lender.

Title. Grantor represents and warrants to Lender that Grantor holds good and marketable title to the Collateral, free and clear of all liens
and encumbrances except for the lien of this Agreement. Mo financing statement covering any of the Collateral is on file in any public
office other than those which reflect the security interest created by this Agreement or to which Lender has specifically consented.
Grantor shall defend Lender's rights in the Collateral against the claims and demands of all other persons.

Ci and L As often as Lender shall require, and insofar as tha Collateral consists of accounts and general
intangibles, Grantor shall deliver to Lender schedules of such Collateral, including such information as Lender may require, including without
limitation names and add of a and agings of accounts and general intangibles. Insofar as the Collateral consists of

inventory and equipment, Grantor shall deliver to Lender, as often as Lender shall require, such lists, descriptions, and designations of such
Collateral as Lender may require to identify the nature, extent. and location of such Collateral. Such information shall be submitted for
Grantor and each of its subsidiaries or related companies.

Inspection of Collateral. Lender and Lender's designated representatives and agents shall have the right at all reasonable times to examine
and inspact the Collateral whersver located.

Taxes, Assessments and Liens. Grantor will pay when due all taxes, assessments and liens upon the Collateral, its use or operation, upon
this Agreement, upon any promissory note or notes ewvi g the or upon any of the other Related Documents. Grantor
may withhold any such payment or may elect to contest any lien if Grantor is in good faith conducting an appropriate proceeding to contest
the obligation to pay and so long as Lender's interest in the Collateral is not jeopardized in Lender's sole opinion. In any contest Grantor
shall defend itself and Lender and shall satisfy any final adverse judgment before against the Collateral. Grantor shall name
Lender as an additional obligee under any surety bond furnished in the contest proceedings.

Repairs and Maintenance. Grantor shall keep and maintain and shall cause others to keep and maintain the Collateral in good order, repair
and merchantable condition. Grantor shall further make and/or cause all nacessary repairs to be made to the Collateral, including the rapair
and restoration of any portion of the Collateral that may be damaged. lost or destroyed. In addition, Grantor shall not, without the prior
written consent of Lender, make or permit to be made any alterations to any of the Collateral that may reduce or impair the Collateral's use,
value or marketability. Furthermore. Grantor shall not. nor shall Grantor permit others to abandon. commit waste, or destroy the Collateral

or any part or parts thereof. Grantor further agrees to furnish Lender with evidence that such taxes, s, and g al and
other chargns have been paid in full and in a tlmalv manner. Grantor may withhold any such payment or may elect to comest any lien if
Grantor is in good faith ing an pr ling to contest the obligation to pay and so long as Lender's interest in the
Collateral is not jeopardized.

Ci with I Requi Grantor shall comply promptly with all laws, ordinances. rules and regulations of all

governmental authorities, now or hereafter in effect, applicable to the ownership, production, disposition, or use of the Collateral, including
all laws or regulations relating to the undue erosion of highly-erodible land or relating to the conversion of weﬂands for 1he productlun af an
agricultural product or commodity. Grantor may contest in good faith any such law, ordinance or r
during any proceeding, including appropriate appeals, so long as Lender's interest in the Collateral, in Lender's npuruon, is nnt jeopardized.

Grantor repr and warrants that the Collateral never has been, and never will be so long as this Agreement

remains a Ilan on the Collateral, used in violation of any Environmental Laws or for the generation, manufacture, storage, transportation,
I. release or th ed relanse of any Hazardous Sulmance The representations and warranties contained herein are

based on Gramor s due diligance in i g the C for | d Grantor hereby (1) releases and waives any

future claims against Lender for indemnity or cnnmhutlon in the event Grantor becomes liable for cleanup or other costs under any
Environmental Laws, and [2) agrees to indemnify, defend. and hold harmless Lender against any and all claims and losses resulting from a

breach of this provision of this Agreement. This obligation to indemnify and defend shall survive the pay of the and the
satisfaction of this Agreement.
of C ity | Grantor shall procure and maintain all risks insurance, including without limitation fire, theft and

liability coverage tnge'lher with such other insurance as Lender may require with respect to the Collateral, in form, amounts, coverages and
basis reasonably acceptable to Lender. Grantor, upon raquest of Lender, will deliver to Lender from time to time the policies or certificates
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of insurance in form satisfactory to Lender. including stipulations that coverages will not be cancelled or diminished without at least thirty
{30) days' prior written notice to Lender and not including any disclaimer of the insurer's liability for failure to give such a notice. Each
insurance policy also shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act,
omission or default of Grantor or any other person. In connection with all policies covering assets in which Lender halds or is offered a
security interest, Glantnr will promde Lender with such loss payable or other endorsements as Lender may require. If Grantor at any time

fails to obtain or mai any quired undar this Agreement, Lender may Ibut shall not be obligated to) obtain such insurance
as Lender deems appropriate, including \i Lender so chooses "single interest insurance," which will cover only Lender's interest in the
Collateral.

of Grantor shall promptly notify Lender of any loss or damage to the Collateral, whether or not such
casualtv or loss is covered by insurance. Lender may make proof of loss if Grantor fails to do so within fiftean (15) days of the casualty.
All proceeds of any insurance on the Collateral, including accrued prlx:aeds thereon, shall be held by Lender as part of the Collateral. I
Lender consents to repair or rep of the or [od Lender shall, upon i ¥ proof of exg itura, pay
or reimburse Grantor from the proceads for the raasonahls cost of rapalr or restoration. If Lender does not consent to repair or replacement
of the Collateral, Lender shall retain a sufficient amount of the proceeds to pay all of the Indebtedness. and shall pay the balance to
Grantor. Any proceeds which have not been disbursed within six (6) months after their receipt and which Grantor has not committed to
the repair or restoration of the Collateral shall be used to prepay the Indebtedness.

Required Insurance. So long as this Agreemant remains in affect. Grantor shall, at its sole cost, keep and/or cause others, at their expense,
to keep the Collateral constantly insured against loss by fire. by hazards included within the term "extended coverage." and by such other
hazards (including flood insurance where applicable) as may be required by Lender.

Insurance Proceeds. Lender shall have the right to directly receive the proceeds of all insurance protecting the Collateral. In the event that
Grantor should receive any such insurance proceeds, Grantor agreas to immaediately turn over and to pay such proceads directly 1o Lender.
All insurance proceeds may be applied, at its sole option and discretion, and in such a manner as Lender may determine [after payment of
all reasonable costs, expenses and attorneys' fees necessarily paid or fees necessarily paid or mcurred by Lender in thls connecuon] for the
purpose of: (1) repairing or restoring the lost, damaged or destroyed Collateral; or (2} reducing the then o 0 of Grantor's
Indebtedness.

Lender's receipt of such insurance proceeds and the application of such proceeds ag provided herein shall not, however, affect the lien of
this Agreement. Nothing under this section shall be deemed to excuse Grantor from its obligations promptly to repair, replace or restore
any lost or damaged Collateral, whether or not the same may be covered by insurance, and whether or not such proceeds of i lnsurance are
available, and whether such proceeds are sufficient in amount to complete such repair, repl 1t oor toration to tha Y
Lender. Furthermore. unless otherwise confirmed by Lender in writing, the application or release of any insurance proceeds by Lender shall
not be deemed to cure or waive any Event of Default under this Agreement. Any proceeds which have not been disbursed within six (6]
months after their receipt and which Grantor has not committed to the repair or restoration of the Collateral shall be used to prepay the
Indebtedness.

Insurance Reserves. Lender may require Grantor to maintain with Lender reserves for payment of insurance premiums, which reserves shall
be created by monthly payments from Grantor of a sum estimated by Lender 10 ba sufficiant to produce, at least fifteen (15) days before
the premium due date, amounts at least equal to the insurance premiums to be paid. if fifteen (15) days befora payment is due, the reserve
funds are insufficient, Grantor shall upon demand pay any deficiency to Lender. The reserve funds shall be held by Lender as a general
deposit and shall constitute a non-interest-bearing account which Lender may satisfy by payment of the insurance premiums required to be
paid by Grantor as they become due. Lender does not hold the reserve funds in trust for Grantor, and Lender is not the agent of Grantor
for payment of the insurance premiums required to be paid by Grantor. The responsibility for the payment of premiums shall remain
Grantor's sole responsibility.

Insurance Reports. Grantor. upon request of Lnndsr shall furmsh to Lender reports on each existing policy of ir ing such
information as Lender may request ir g the : (1) the name of the insurer; (2} the risks insured; (3} the amount
of the policy; (4) the property inswed {5) the then current value on the basis of which insurance has been obtained and the manner of
datermining that value; and (6] the expiration date of the policy. In addition, Grantor shall upon request by Lender (however not more
often than annually) have an independent appraiser satisfactory to Lender determine, as applicable, the cash value or replacement cost of
the Collateral.

Prior Encumbrances. To the extent applicable, Grantor shall fully and timely perform any and all of Grantor's obligations under any prior
Encumbrances affecting the Collateral, Without limiting the foregoing, Grantor shall not commit or permit to exist any breach of or default
under any such prior Encumbrances. Grantor shall further prompty notify Lender in writing upon the occurrence of any event or
circumstances that would, or that might, fesm in a breach of or default under any such prior Encumbrance. Grantor shall further not

modify or extend any of tha terms of any prior Ei ance or any i thereby, or request or obtain any additional loans
or other extensions of credit from any thnd party creditor or efedvtnrs whenever such additional loan advances or other extensions of credit
may be directly or indirectly by cross-collater v or otherwise, by the Collateral, or any part or parts thereof, with

possible preference and priority over Lender s security interest. Grantor additionally agrees to obtain. upon Lender's request. and in form
and substance as may then be satisfactory to Lender, appropriate waivers and subordinations of any lessor's liens or privileges, vendor's
liens or privileges, purchase money security interests, and any other Encumbrances that may affect the Collateral at any time.

Future Encumbrances. Grantor shall not, without the prior written consent of Lender, grant any Encumbrance that may affect the
Collateral. or any part or parts thereof. nor shall Grantor permit or consent to any Encumbrance attaching to or being filed against any of
the Collateral in favor of anyone other than Lender. Grantor shall further promptly pay when due all statements and charges of mechanics,
materialmen, laborers and others incurred in connection with the alteration, improvement, repair and maintenance of the Collateral, or
otherwise furnish appropriate security or bond, so that no future Encumbrance may ever antach to or be filed against any Collateral. In tha
event that the Collateral or any part or parts thereof is and/or may be located in and/or on leased premises, Grantor shall promptly pay the
full amount of such rental or lease payments whenever the same shall be due so that no lessor's lien or privilege may ever attach to or
affact any of the C with p and priority over the lien of this Agreement. In the event that any of the Collateral is
purchased or otherwise acquired by Granter on a credit or deferrad payment sales basis, Grantor shall promptly pay the full amount of the
purchasa or acquisition price of such Collateral so that no vendor's lien or privilege, or purchase money security interest. may ever attach to
or be asserted against any of the Collateral with possible preference and priority over the lien of this Agreement. Grantor additionally
agrees to obtain, upon request by Lender, and in form and substance as may then be satisfactory to Lender, appropriate waivers and/or
subordinations of any lessor's liens or privileges, vendor's liens or privileges, purchase money security interests, and any other
Encumbrances that may affect the Collateral at any time.

As long as this Agreemant ramains in affact. Grantor will not permit any levy, attachmant or restraint to be made affecting any of the
Collateral, or permit any notice of lien to be filed with respect to the Collateral or any part or parts thereof, or permit any recaiver, trustee,
custodian or assignee for the benefit of creditors to be inted to take ion of any of the Collateral. Notwithstanding the
foragoing, Grantor may, st its sole expense, contest in good faith by appropriate proceedings the validity or amount of any lavy,
attachment, restraint or lien filad against or affecting the Collateral, or any part or parts thereof; provided that (1) Grantor notifies Lender
in advance of Grantor's intent to contest such a levy, attachment. restraint or lien, and (2} Grantor provides additional security to Lender,
in form and amount satisfactory to Lender.

Notice of Encumbrances. Grantor shall immediately notify Lender in writing upon the filing of any attachment, lien, judicial process, claim.
or other Encumbrance. Grantor additionally agrees to notify Lender immediately in writing upon the occurrence of any default, or event that
with the passage of time, failure to cure, or giving of notice, might result in a default under any of Grantor's obligations that may be
secured by any presently existing or future Encumbrance, or that might result in an Encumbrance affecting the Collateral, or should any of
the Collateral be seized or attached or levied upon, or threatened by seizure or attachment or levy, by any person other than Lender.

Books and Records. Grantor will keep proper books and records with regard to Grantor's business activities and the Collateral in which a
security interest is granted hereunder, in accordance with GAAP, applied on a consistent basis throughout, which books and records shall
at all reasonable times be open to inspection and copying by Lender or Lender's designated agents. Lender shall also have the right to
inspact Grantor's books and racords, and to discuss Grantor's affairs and finances with Grantor's officers and representatives, at such
reasonable times as Lender may designate.

Financing Statements. Grantor authorizes Lender to file a UCC financing statement, or alternatively, a copy of this Agreement to perfect
Lender's security interest. At Lender's request, Grantor additionally agrees to sign all other d that are r y to perfect,
protect, and continue Lender's security interest in the Property. Grantor will pay all filing fees, title transfer fees, and other fees and costs
involved unless prohibited by law or unless Lender is required by law to pay such fees and costs. Grantor irrevocably appoints Lender to
execute documents necessary to transfer title if there is a default. Lender may file a copy of this Agreament as a financing statement.

GRANTOR'S RIGHT TO POSSESSION AND TO COLLECT ACCOUNTS. Until default and except as otherwise provided below with respect to

accounts, Grantor may have possession of the tangible personal property and beneficial use of all the Collateral and may use it in any lawful
manner not inconsistent with this Agreement or the Related Documents, provided that Grantor's right to possession and beneficial use shall not




COMMERCIAL SECURITY AGREEMENT
(Continued) Page 4

apply to any Coll | where ion of the Coll | by Lender is required by law to perfact Lender's security interest in such Collateral.
Until otherwise notified by Lender, Grantor may collect any of the Collateral consisting of accounts. At any time and even though no Event of
Dafnull exnsts. Lender may exercise its rights to collect the accounts and to notify account debtors to make payments directly to Lender for

ppl to the Indebted If Lendar at any time has possession of any Collateral, whether before or after an Event of Default. Lander shall
be deemed to have exercised reasonable care in the custody and preservation of the Collateral if Lender takes such action for that purpose as
Grantor shall request or as Lender, in Lender's sole discretion, shall deem appropriate under the circumstances, but failure to honor any raquest
by Grantor shall not of itself be deemed to be a failure to exercise reasonable care. Lender shall not be required to take any steps nacessary to
preserve any rights in the Collateral against prior parties, nor to protect, preserve or maintain any security interest given to secure the
Indebtadness.

ADDITIONAL COVENANTS. Grantor additionally agrees:

No Settl or C i tor will not, without the prior written consent of Lender, compromise, settle, adjust or extend payment
under any of the Collateral.

Books and Records. Grantor will keep proper books and records with regard to Grantor's business activities and the Collateral, which
books and records shall at all times be open to inspection and copying by Lender or its designated agent. Lender shall also have the right to
inspect Grantor's books and records, and to discuss Grantor's affairs and finances with Grantor at such reasonable times as Lender may
designata.

Aging of Accounts. Grantor will periodically. at such intervals requested by Lender. furnish Lender with an aging of that part of the
Collateral consisting of accounts, together with a certificate executed by an officer of Grantor, in such form and containing such
representations and warranties regarding the accounts as Lender may reasonably require.

Lock Box. Grantor agrees that Lender may at any tima require Grantor to instit iheraby the pr ds and/or pay of
any accounts subject to this Agreement shall be paid by the debtors thereof under a \nck hux arrangement to I.andur. or to Lender's agent,
or to one or more financial institutions designated by Lender. Grantor further agrees that, if no Event of Default exists under this
Agreement, any and all of such funds received under such a lock box arrangement shall, at Lender's sole alection and discretion, either ba:
{a} paid and/or turned over to Grantor; (b} deposited into one or more accounts for the benefit of Grantor {which deposit accounts shall be
subject to collateral assignment and pledge in favor of Lender as provided under this Agreement); [c} deposited into one or more accounts
for the joint benefit of Grantor and Lender {which deposit accounts shall likewise be subject to assignment and pledge in favor of Lender as
provided under this Agreement); ({d} paid andfor turned over to Lender to be applied to the Indebtedness in such order and priority as
Lender may determine within its sole discration; or (e} any combination of the foregoing as Lender shall determine from time to time.
Grantor further agrees that. should one or more Events of Default exist under this Agresment. any and all funds received under such a lock
box arrangement shall be paid and/or turmed over to Lender to be applied to principal, accrued interest, costs, expenses, attorneys' fees and
other feas and charges under the Indebtednass, again in such order and priority as Lender may determine within its sole discretion.

Notice to Obligors. Upon request by Lender, Grantor immediately will notify individual obligors with regard to the Collateral, advising such
obligors of the fact that Lender has been granted a security interest in their obligations. In the event that Grantor should fail to provide
such notices for any reason upon Lender's request, Grantor agrees that Lender may forward appropriate notices to such obligors and
debtors either in Lender's name or in Grantor's name.

Additional Documents. Grantor shall at any time, from time to time. ene or more times, upon Lender's written request, execute and deliver
such further documents and do any and all such further acts and things as Lender may reasonably request, within Lender's sola discretion,
to effect the purposas of this Agreemant.

Varifications. Grantor additionally agrees that Lender or Lender's agents may periodically contact individual debtors whose notes,
msu'urnents and ch-mel paper have bean assigned and pledged under this Agreement in order to verify the amounts then owing under such

to d such det have any offsets or counterclaims against Grantor, and with respect to such other matters
about which Lender may inquire.

Notification of Lender. Grantor will promptly deliver to Lender all written notices, and will promptly give Lender written notice of any other
notices received by Grantor with respect to the Collateral and Rights, and Lender will promptly give like notice to Grantor of any such
notices received by Lender or its nomines.

LENDER'S EXPENDITURES. If any action or proceeding is that would ially affect Lender's interest in the Collateral or if
Grantor fails to comply with any provision of this Agreement or any Related Documents, including but not limited to Grantor's failure to
discharge or pay when dus any amounts Grantor is required to discharge or pay under this Agreemant or any Ralated Documants, Lander on
Grantor's behalf may [but shall not be obligated to) take any action that Lender deems appropriate, including but not limited to discharging or
paying all taxes, liens, security interests, encumbrances and other claims, at any time levied or placed on the Collateral and paying all costs for
insuring, maintaining and preserving the Collateral. All such expenditures paid by Lender for such purposes will then bear interest at the Note
rate from the date paid by Lender to the date of repayment by Grantor. To the extent parmitted by applicable law, all such expenses will
become a part of the Indebtedness and, at Lender's option, will {A] be payabla on demand; (B] be added to the balance of the Note and be
apportioned among and be payable with any installment payments to become due during either (1) the term of any applicable insurance policy;
or {2} the remaining term of the Note; or [C) be treated as a balloon payment which will be due and payable at the Note's maturity. The
Agreement also will secure payment of these amounts. Such right shall be in addition to all other rights and remadies to which Lender may be
entitled upon the occurrence of any Event of Default.

DEFAULT. Each of the following shall constitute an Event of Default under this Agreamant:
Payment Default. Grantor fails to make any payment when due under the Indebtedness.

Other Defaults. Grantor fails to comply with or to perform any other term, obligation, covenant or condition contained in this Agreement or
in any of the Related Documents or to comply with or to perform any term. obligation, covenant or condition contained in any other
agreement between Lender and Grantor.

Default in Favor of Third Parties. Grantor defaults under any loan, extension of credit, security agreement, purchase or sales agreement, or
any other agreemant, in favor of any other creditor or person that may materially affect any of Gramtor's proparty or ability to perform
Grantor's obligations under this Agreement or any of the Related Documents.

False Statements. Any warranty. representation or statement made or furnished to Lender by Grantor or on Grantor's behalf, or made bv
Guarantor, or any other guarantor, endorser, surety, or accommodation party, under this Agreement or the Related Documents in

with the obtaining of the Indebted id d by the Note or any security document directly or indirectly securing repayment
of the Note is false or misleading in any material respsct, sither now or at the time made or furnished or becomes false or misleading at any
time thereafter.

Defective C: izati This Ag or any of the Related Documents ceases to be in full force and effect (including failure of any
collateral document to create a valid and perfected security interest or lien) at any time and for any reason.

Insolvency. The dissolution or termination of Grantor's existence as a going business, the insolvency of Grantor. the appoimment of a
receiver for any part of Grantor's property, any assignment for the benefit of creditors, any type of creditor workout, or the commencement
of any proceeding under any bankruptcy or insolvency laws by or against Grantor.

Creditor or Forfei P dii C of f | @ or forfeiture proceedings, whether b\c judicial proceeding, self-help,
repossession or any u'lher mnthnd by any creditor of Grantor or by any governmental agency against any collateral securing the
Indebtedness. This includes a garnishment of any of Grantor's accounts, including deposit accounts, with Lender. However, this Event of
Default shall not apply if there is a good faith dlsputo by Grantor as to the validity or reasonablenass of the clalm which is the basis of the
craditor or forfeiture proceeding and it Grantor gives Lender written notice of the itor or forfeiture pr g and deposits with Lender
monies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an
adequate reserve or bond for the diswls

E i Any is laviad against the Collateral, and such execution or attachment is not set aside,
discharged or stayed within thirty (30} days after the same is levied.

Change in Zoning or Public Restriction. Any change in any zoning ordinance or regulation or any other public restriction is enacted, adopted

or implemented, that limits or defines the uses which may be made of the Collateral such that the present or intended use of the Collateral,
as specified in the Related Documants, would be in violation of such zoning ordinance or regulation or public rastriction, as changed.

Default Under Other Lien Documents. A default occurs under any other moertgage. deed of trust or security agreement covering all or any
portion of the Collateral.

Jud, Unless ad i d in the opinion of Lender. the entry of a final judgment for the payment of money
invelving more than ten thousand dollars {510 000.00) against Grantor and the failure by Grantor to discharge the same, or cause it to be




COMMERCIAL SECURITY AGREEMENT
(Continued) Page 5

discharged, or bonded off to Lender's satisfaction, within thirty (30) days from the date of the order, decree or process under which or
pursuant to which such judgment was entered.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor, or any other guarantor, endorser, surety.

or accommodation party of any of the Indebtedness or Guarantor, or any other g . surety, or party dies or
becomes incompetent or revokes or disputes the validity of, or liability under, any Guarantv of the Indebtedness.
Adverse Change. A material adverse change occurs in Grantor's fi ial ition, or Lender beli the prospsct of payment or

performance of the Indebtedness is impaired.
Insecurity. Lander in good faith beliaves itself insecure.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Agreement, at any time thereafter, Lender shall have all the
rights of a secured party under the Texas Uniform Commercial Code. In addition and without limitation, Lender may exercise any one or more of
the following rights and remadies:

Accelerate Indebtedness. Lender may declare the entire Indebtedness immediately due and payable, without notice of any kind to Grantor.

Assemble Collateral. Lender may require Grantor to deliver to Lender all or any portion of the Collateral and any and all certificates of title
and other documents relating to the Collateral. Lender may require Grantor to assemble the Collateral and make it available to Lender at a
place to be designated by Lender. Lender also shall have full power to enter, provided Lender does so without a breach of the peace or a
trespass, upaon the property of Grantor to take possession of and remove the Collateral. If the Collateral contains other goods not covered
by this Agreement at the time of repossession, Grantor agrees Lender may take such other goods, provided that Lender makes reasonable
efforts to return them to Grantor after repossession.

Sell the Collateral. Lender shall have full power to sell, lease, transfer, or otherwise deal with the Collateral or proceeds thereof in Lender's
own name or that of Grantor. Lender may sell the Collateral at public auction or private sale. Unless the Collateral threatens to decline
speedily in value or is of a type customarily sold on a recognized market, Lender will give Grantor, and other persons as required by faw,
reasonable notice of the time and place of any public sale, or tha tima after which any privata sala or any othar disposition of the Collateral
is to be made. However. no notice need be provided to any person who, after Event of Default occurs. enters into and authenticates an
agrasment waiving that person's right to notification of sale. The requiremaents of reasonable notice shall bs met if such notice is given at
least tan [10) days before the time of the sale or disposition. All expenses relating to the disposition of the Collateral, including without
limitation the expenses of retaking. holding. insuring. preparing for sale and selling the Collateral. shall become a part of the Indebtedness
secured by this Agreement and shall be payable on demand, with interest at the Note rate from date of expenditure until repaid.

Appoint Receiver. Lender shall have the right to have a rncelver appolmed to takn possession of all or any part of the Collateral, with the

power to protect and preserve the C . to op the Ci g for or zale, and to collect the rents from the

Collateral and apply the proceeds, over and above the cost of the r i hip, against the Indebtedness. The i may serve without

bond if permitted by law. Lender's rlghl to the appuintmont of a recsiver sha[l exist whether or not the apparent wvalue of the Collateral
ds the Indebtedness by a sub . Employment by Lender shall not disqualify a person from serving as a receiver.

Collect Revenues, Apply Accounts. Lendsr. sither itself or through a receiver. may collect the payments, rents, income, and revenues from
the Collateral. Lender may at any time in Lender's discretion transfer any Collateral inte Lender's own name or that of Lender's nominee
and receive lhs paymants. rents, income, and revenues therefrom and hold the same as security for the Indebtedness or apply it to

pay of t ln such order of preference as Lender may determine. Insofar as the Collateral consists of accounts, general
ibles, insurance policies, ir its, chattel paper, choses in action, or similar property. Lender may demand, collect, receipt for,
settle, compromisse, adjust., sue for, foreclosa, or realize on tha Cocllateral as Lender may determine, or not or

Collateral is then due. For these purposes, Lender may, on behalf of and in the name of Grantor, receive, open and dispose of mail
addressed to Grantor; change any address to which mail and pavments are to be sent; and endorse notes. checks. drafts. money orders,

of title, ir s and items pertaining to pay . or storage of any Collateral. To facilitate collection, Lender
may notify account debtors and obligors on any Collateral to make nayrnems dlrocﬂy to Lender.
Obtain Defici If Lender ch to sell any or all of the Collateral, Lender may obtain a judgment against Grantor for any deficiency

remaining on the Indebtedness due to Lender after application of all amounts received from the exercise of the rights provided in this
Agreement. Grantor shall be liable for a deficiency even if the ibed in this sub ion is a sale of accounts or chattel
paper.

Other Rights and Remedies. Lender shall have all the rights and remedies of a secured creditor under the provisions of the Uniform
Commercial Code, as may be amended from time to time. In addition, Lender shall have and may exercise any or all other rights and
remedies it may have available at law, in equity, or otherwise,

Election of Remedies. Except as may be prohibited by applicable law, all of Lender's rights and remedies, whether evidenced by this
Agresment, the Related Documents, or by any other writing, shall be cumulative and may be exercised slngularly or concurrantly. Election
by Lender to pursue any remedy shall not exclude pursuit of any other remedy. and an slection to make or to take action to
perform an obligation of Grantor under this Agreement, after Grantor's failure to perform, shall not affect Lender's right to declare a default
and exsrcise its remadies.

NON-LIABILITY OF LENDER. The relationship between Borrower and Lender created by this Agreement is strictly a debtor and creditor
relationship and not fiduciary in nature. nor is the relationship to be construed as creating any partnership or joint venture between Lender and
Borrower. Borrower is exercising Borrower's own judgment with respect to Borrower's business. All information supplied to Lender is for
Lender's protection only and no other party is entitled to rely on such information. There is no duty for Lender to review, inspect, supervise ot
inform Borrower of any matter with respect to Borrower s business. Lender and Borrowar intend that Lender may reasonably rely on all
information by B ar and any or failure to ir i will not Lender's right to so rely.

ACCOUNTS. Notwithstanding any other provisions of this Agreement to the contrary, the word "Account” also includes the meaning provided in
the Uniform Commercial Code, as amended from time to time.

AUTHENTICATED DEMANDS AND REQUESTS. If Grantor makes an authenticated demand or a request for an ing. a request r

the Collateral, a request regarding 2 statement of Grantor's account or a request for a termination statement under the Uniform Commercial
Code, Grantor agrees to address the demand or request to Lender at the following address: BBVA USA Loan Research Dept., P. 0. Box 11830,
Birmingham, Alabama 35202. Grantor agrees that, to the extent permitted by applicable law, Lender has no duty or obligation to respond to the
demand or request until Lender receives it or notice of it at this address.

VALID ISSUANCE. All securities and other investment property included in the Collateral have been duly and validly issued and are fully paid and
are nonassessable.

CONSTRUCTION OF DDCUMENTS In the event of any conflict within the provisions of thls document or between this document and any

Related D and hstanding any ether provision to the contrary in any of the foreg , the p most f ble to Lender shall
control. The parties hereto agree and acknowledge that no rule of construction permitting or rlquin'ng any claimed ambiguities to be resolved
against the drafting party shall be employed in the interp ion of this document or any of the Related Documents.

ERRORS AND OMISSIONS. The parties agree that if deemed necessary by Lender or any agent closing the loan evidenced by the Note, Lender
or the agent may correct and adjust this document and any Related Documents on behalf of any other party, as if such other party were making
the correction or adjustment, in order to corract clerical errors. A clerical error is information in a document that is missing or that does not
reflect accurately another party's agreement with Lender at the time the document was executed. If any such clerical errors are material
changes, the other party agrees to fully cooperate in correcting such errors within 30 days of the date of mailing by Lender of a request to do
that. Any change in the documents after they are signed to reflect a change in the agreement of the parties is an "alteration” or "amendment,”
which must be in writing and signed by the party that will be bound by the change.

CONSIDERATION. Grantor represents and warrants to Lender that Grantor derives a substantial benefit from any loan evidenced by the Note and
any servicas which give rise to the Indebtedness, and there is adequate consideration inducing Grantor to execute and deliver this agreement
and pledge the Collateral hereundar.

SWAP AND SIMILAR OBLIGATIONS. Grantor agrees that {a) without limiting the definition of Indnht-dnaxx hsrsrn or the Cross-Collateralization
provision hereof, “Indebtedness” as defined herein shall include all of Borrowar's obligati and liabili under any agl 1t between
Borrower and Lender or any of Lender's affiliates with respect to any cap, floor, collar, swap, forward or derivative transaction or option or
similar agrasmant involving, or sattled by raference to, one or more interest or other rates, currencies, commodities, equity or debt instruments
or securities, or economic, financial or pricing indices or measures of economic, financial or pricing risk or value, or any combination of the
foregoing (each a “Lender Swap Agresment”). and (b} the occurrence of a default or termination event under any Lender Swap Agreement shall
constitute an Event of Default hereunder and under each Related Document. Notwithstanding anything to the contrary contained herein or in
any Related Document, no Lender Swap Agreement shall constitute a Related Document for the purposes of this Agreement or any other
Related Document.
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ADDITIONAL EVENTS OF DEFAULT. Notwi ding any other provisions herein to the contrary, each of the following also shall be an Event of
Default hereunder:

i} any change in the ownership {whether in a single transaction or a series of transactions) of twenty-five percent (25%) or more of the
ownership interests (as defined below) of Borrower, any Guarantor or any Grantor; “ownership interest” of any entity shall mean any direct or
indirect ownership, control or profit interests in such entity, including any and all shares, membership interests, genseral and limited partnership
interests, trust interests or other equival (regard of how dasi

{ii) Any material adverse change in the financial condition of any Guarantor or Grantor.

NO T. i ing any other provisi herein 1o the contrary, Grantor and Borrower agree not to assign any of their rights or
obligations hereunder.

JURISDICTION / SERVICE OF PROCESS. Any legal action or proceeding brought by Lender, Borrower or Grantor arising out of or relating to this
agreement (a "Proceeding”) shall be instituted in the federal court for or the state court sitting in the county where Lender's office (at the
address for Lender first set forth abowve)} is located; provided that. notwithstanding the foregoing. Lender shall have the right to bring any
Proceeding against any party hersto or its properties in the courts of any other jurisdiction. With respect to any Proceeding, Borrower and
Grantor. to the fullest extent permitted by law. sach irrevocably: (i) waives any objections that Borrower or Grantor may now or hereafter have
based on wenue and/or forum non conveniens in such federal or state court (and agrees not to plead or claim the same); (i} submits to the
jurisdiction of any such federal or state court; {iii) agrees that service of process in any Proceeding may be effected by mailing a copy thereof by
registered or certified United States mail (or any substantially similar form of United States mail|. postage prepaid. to the address for Borrower
or Grantor, as applicable, first set forth above; and (iv] agrees that nothing herein shall atfect the right to effect service of procass in any other
manner permitted by law.

MISCELLANEOUS PROVISIONS. The following miscellanesous provisions are a part of this Agreemant:

Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and agreement of the parties
as to the matters set forth in this Agreement. No alteration of or amendment to this Agreement shall be effective unless given in writing
and signad by tha party or parties sought to ba charged or bound by the alteration er amendment.

Attorneys’ Fees; Expenses. Grantor agrees to pay upon demand all of Lender's costs and expenses, including Lendar's reasonable
attorneys' fees and Lender's legal expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay

someone else to help enforce this Agreement. and Grantor shall pay the costs and of such Costs and

include Lender's reasonable attorneys' fees and legal expenses whether or not there is a lawsuit, including Lender's mascnahle aﬂolnws’
fees and lagal expenses for bankruptcy proceedlngs (including efforts to modify or vacate any automatic stay or inj and
any anticipated post-judgmant collection services. Grantor also shall pay all court costs and such additional fees as may be dlrscted by the
court.

t;lpnon Hudmgs. Caption headings in this Ag are for i purposes only and are not to be used to interpret or define the
1 of this Ag

Govarning Law. This Agreamant will ba governed by federal law applicable to Lender and, to the extent not preempted by federal law. the
laws of the State of Texas without regard to its conflicts of law p This Ag has been d by Lender in the State of
Texas.

Joint and Several Liability. All obligations of Grantor under this Agreement shall be |Dll'll and saveral and all references to Grantor shall
mean each and every Grantor. This means that each Grantor signing below is for all in this Agreement. Where any

one or more of tha parties is a corporation, partnership, limited liability company or similar antity, it is not necessary for Lender to inquire
into the powers of any of the officers, directors, partners, members, or other agents acting or purporting to act on the entity's behalf, and
any obligations made or created in reliance upon the professed exercise of such powers shall be guaranteed under this Agreement.

Non-Liability of Lender. The relationship between Grantor and Lender created by this Agreement is strictly a debtor and creditor
relationship and not fiduciary in nature, nor is the relationship to be construed as cmatlng any partnershap or jumt vnnture between Lendar
and Grantor. Grantor is exercising Grantor's own judgment with respect to Grantor's busi Al lied to Lender is for
Lender's protaction only and no other party is entitled to rely on such information. There is no duty for Lender to review, inspect, supervise
or inform Grantor of any matter with respect to Grantor's business. Lender and Grantor intend that Lender may reasonably rely on all
information supplied by Grantor to Lender, together with all representations and warranties given by Grantor to Lender, without
investigation or confirmation by Lender and that any investigation or failure to investigate will not diminish Lender's right to so rely.

Notice of Lender's Breach. Grantor must notify Lender in writing of any breach of this Agreement or the Related Documents by Lender and
any other claim, cause of action or offset against Lender within thirty {30} days after the occurrence of such breach or after the accrual of
such claim, cause of action or offset. Grantor waives any claim, cause of action or offset for which notice is not given in accordance with
this paragraph. Lender is antitled to rely on any failure to give such notice.

Indemnification of Lender. Grantor agrees 10 indemnify, to defend and to save and hold Lender harmless from any and all claims, suits,
cbllgauons, damages, losses. costs and expenses {including, without limitation, Lender's Lender's reasonable attorneys' fees), demands,

Iti fines and forfi of any nature whatsoever that may be asserted against or incurred by Lender, its officers,
directors, amployees, and agents arising out of, relating to, or in any manner ved by this Ag and the exercise of the rights
and remedies granted Lender under this. as well as by: (1) the ownership. use. operation, construction. renovation, demolition,
preservation, management, repair, condition, or maintenance of any part of the Collateral; (2) the exercise of any of Grantor's rights
collaterally assigned and pledged to Lender hereunder; (3] any failure of Grantor to perform any of its obligations hereunder; andfor (4}
any failure of Grantor to comply with the environmental and ERISA obligations, representations and warranties set forth herein. The

foregoing indemnity provisions shall survive the car ion of this Agi as to all matters arising or aceruing prior to such
cancellation and lhe ity shall sunmfe in the event that Lender elects to exercise any of the remedies as provided under this
Agresment g default | . Grantor's i under this section shall not in any way be affected by the presance

or absence of cmring insuranca, or by the amount of such insurance or by the failure or refusal of any insurance carrier to parform any
obligation on its part under any insurance policy or policies affecting the Collateral and/or Grantor's business activities. Should any claim,
action or pr ding be made or ght against Lender by reason of any event as to which Granter’s indemnification obligations apply,
then, upon Lender's demand, Grantor, at its sole cost and expense, shall defend such claim, action or proceeding in Grantor's name, if
necessary. by the attorneys for Grantor's insurance carrier (if such claim, action or proceseding is covered by insurance). or otherwise by
such attorneys as Lender shall approve. Lender may also engage its own atlorneys at its reasonable discretion to defend Grantor and to
assist in its defense and Grantor agrees to pay the fees and disbursements of such attorneys.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreemaent unless such waiver is given in writing
and signed by Lender. Mo delay or omission on the part of Lender in exercising any right shall operate as a waiver of such right or any
other right. A waiver by Lender of a provision of this Agreement shall not prejudice or constitute a waiver of Lender's right otherwise to
demand strict compliance with that provision or any other provision of this Agreement. No prior waiver by Lender, nor any course of
dealing batwsnn Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future

tr b the of Lender is required under this Agresment, the granung of such consent by Lender in any instance
shall not consutute conunumg consent to subsequent instances where such consent is required and in all cases such consent may be
o or withheld in the sole di of Lender,

Notices. Any notx:e requnred to be given under this Agreement shall be given in writing, and shall be effective when actually delivered,
when d by imile |unless otherwise required by law], when dnpmumd with a nationally recognized overnight courier,
or, if mailed, when deposited in the United States mail, as first class, certified or reg mail p ge prepaid, to the

shown near the beginning of this Agresment. Any party may change its address for notices undar this Agreement by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice purposes, Grantor agrees
1o keep Lender informed at all times of Grantor's current address. Unless otherwise provided or required by law, if there is more than one
Grantor, any notice given by Lender to any Grantor is desmad to be notice given to all Grantors.

Power of Attorney. Grantor hereby appoints Lender as Grantor's irrevocable attorney-in-fact for the of ing any

necessary to perfect, amend, or to continue the security interest granted in this Agreement or to demand termination of filings of other
securad parties. Lender may at any time, and without further authorization from Grantor, file a carbon, photographic or other reproduction
of any financing statement or of this Agreement for use as a financing statement. Grantor will reimburse Lender for all expenses for the
perfection and the continuation of the perfection of Lender's security interest in the Collateral.

Severability. If a court of competent jurisdiction finds any provision of this Agresment to be illegal, invalid, or unenforceable as to any
person or circumstance, that finding shall not make the omndmg provision illegal, invalid, or unenforceable as to any other person or
circumstance. [If feasible, the offending p: ion shall be considered modified so that it becomes legal, valid and enforceable. |f the
offending provision cannot be so rnodmsd it shall be considered deleted from this Agrasment. Unless otherwise required by law. tha
illegality. invalidity, or unenforceability of any provision of this Agreement shall not affect the legality, validity or enforceability of any other
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provision of this Agreement.

Sale Discration of Lender. Whenever Lender's consent or approval is required under this A the ision as to whether or not to
consent or approve shall be in the sole and exclusive discretion of Lender and Lender's decision shall be final and conclusive.

Successors and Assigns. Subject to any limitations stated in this Agreement on transfer of Grantor's interest, this Agreement shall be
binding upon and inure to the benefit of the parties. their successors and assigns. If ownership of the Collateral becomes vested in a

person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's st s with 1o this Ag and the
Ir | without releasing Grantor from the obligations of this Agresmaent or liability under the Indebtedness.
of i and i All i warranties. and agreements made by Grantor in this Agreament shall

survive the nxucunon and delivery of this Agreament shall be continuing in nature, and shall remain in full force and effect until such time
as Grantor's Indebtedness shall be paid in full.

Time is of the Essence. Time is of the essence in the performance of this Agreement.
or fail by any

Waive Jury. All parties to this Agresment hereby waive the right to any jury trial in any action, pi
party against any other party.
DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Agreement. Unless specifically
stated to the contrary, all references 1o dollar amounts shall mean amounts in lawful money of the United States of America. Words and terms
used in the singular shall include the plural. and the plural shall include the singular, as the context may require. Words and terms not otherwise
defined in this Agreement shall have the meanings attributed to such terms in the Uniform Commercial Code:

Agreement. The word "Agreement” means this C cial 5 ity Agr as this Cumrﬂ!ﬂ:lﬂl SBGU"“Y Agreement may be amended
or modified from time to time, together with all exhibits and schedules attached to this C cial Ag from time to time.

Borrower. The word "Borrower” means OPTEX SYSTEMS HOLDINGS, INC.; and OPTEX SYSTEMS, INC. and includes all co-signars and
co-makars signing the Note and all their successors and assigns.

Collateral. The word "Collateral® means all of Grantor's right. title and interest in and to all the Collateral as described in the Collateral
Description section of this Agreement.

Encumbrance. The word "Encumbrance™ means any and all presently existing or future mortgages, liens, privileges and other contractual
and statutory security interests and rights, of every nature and kind, whaether in admiralty, at law, or in equity. that now and/or in the future
may affect the Collateral or any part or parts thereof.

Environmental Laws. The words "Environmental Laws" mean any and all state, federal and local statutes. regulations and ordinances
relating to the protection of human health or the environment, including without limitation the Comprehensive Environmental Respeonse,
Compensation, and Liability Act of 1980, as amended, 42 U.5.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-499 ["SARA"), the Hazardous Materials Transportation Act, 49 U.5.C. Section 1801. et seq..
the Resource Conservation and Recovery Act, 42 U.5.C. Section 6801, et seq.. or other applicable state or federal laws, rules, or
ragulations adopted pursuant thareto.

Event of Default. The words "Event of Default™ mean individually, collectively, and interchangeably any of the events of default set forth in
this Agresment in the default section of this Agreement.

GAAP. The word "GAAP™ means generally d ing principl

Grantor. The word "Grantor” maans OPTEX SYSTEMS HOLDINGS, INC.; and OPTEX SYSTEMS, INC..

Guarantor. The word "Guarantor” means any g . surety, or dation party of any or all of the Indebtedness, and, in each
case, Grantor's successors, assigns, heirs, p rep ives, e and of any guarantor, surety, or

accommodation party.

Guaranty. The word "Guaranty” means the guaranty from Guarantor, or any other guarantor, endorser, surety, or accommodation party to
Lender, including without limitation a guaranty of all or part of the Note.

Hlnlduus Substances. The wmds L " mean ials that, b of their gquantity, concentration or physical,
ical or infectious char i may cause or pose a present or potential hazard to human health or the anvironment when
improperly used, treated. stored. disposed of. generated. manufactured. transported or otherwise handled. The words "Hazardous
Substances® are used in their very broadest sense and include without limitation any and all t or toxic ials or
waste as defined by or listed under the Environmental Laws. The term "Hazardous Sub " also includes, without limitation, petroleum
and petroleumn by-products or any fraction thereof and asbestos.
Indebtedness. The word "Indebted: " means the ind | avidenced by the Note or Related Documents, including all principal and
intarast togathar with all other |ndsht5dnnss and costs nnd axparlses for whlch Grantor is responsible under this Agreement or under any of
the Related Documents. . all that may be indirectly secured by the

Cross-Collateralization pm\rlalnn of thla Aqrurnsnt
Lender. The word "Lender® means BEVA USA, its successors and assigns.

Note. The word "Note" means each pmmlssnr\f note ﬂnd agresmant executed I:lv Burrower!si evidencing a promise to pay any sum or
another obligation to Lender, including sp y (but 1) the pr ¥ note in the principal amount of $2,250,000.00,
dated April 15, 2020, together with all renewals of, extensions, madifications, refinancings, consolidations. and substitutions of or each
note or agreement. Indebtedness "evidenced by the Note or Related Dncumsnts or pa\,rab!a under the Credit Agreement and Related
Documents,” as this phrase is used in the definition of "Indebtad il ir ¥ d by any Cross-Collateralization
provision in this document.

Property. The word "Property” means all of Grantor's right, title and interest in and to all the Property as described in the "Collateral
Description” section of this Agresment.

Related Documents. The words "Related Documents® mean all promissory notes, credit agi s, loa environmental
agreements, gunrarmes, secumv agmaments mortgages, deeds of trus*t security deeds, collateral mnrlgﬁpa:i. and all other instruments,
g and d ns, now or h existing, d in connection with the Indebtedness.

Rights. The word "Rights® means individually, collectively and interchangeably any and all of Grantor's additional rights granted and
pledged to Lender as provided under this Agreement.

GRANTOR HAS READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS COMMERCIAL SECURITY AGREEMENT AND AGREES TO ITS
TERMS. THIS AGREEMENT IS DATED APRIL 15, 2020 EXECUTED __/_ ! .

GRANTOR:

OPTEX SYSTEMS HOLDINGS, INC.
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