VERANDA SOLAR, INC.
Debt Financing Term Sheet

The following is a summary of proposed terms only.  These terms are for discussion purposes only, and are not meant to be all of the terms of the proposed transaction.  This letter is non-binding and subject to the completion and the negotiation, execution and delivery of final documentation satisfactory to all parties.  This letter does not constitute an offer or commitment.

	Issuer:
	Veranda Solar, Inc., a Delaware corporation (the “Company”).

	Investor:
	[____________].

	Type of Securities Offered:
	Promissory note (“Convertible Note”) convertible into shares of the Company’s Preferred Stock upon a Qualified Financing (as defined below).

	Loan Amount:
	$[_______] (the “Principal Amount”).

	Interest:
	Simple interest on the Principal Amount at an annual rate of [8]% (computed on the basis of actual calendar days elapsed and a year of 365 days); interest payable upon maturity or conversion of Principal Amount.

	Maturity Date:
	Eighteen months from the initial closing date.  

	Security:
	The Convertible Note shall be unsecured. 

	Conversion of Loan, Discount:
	Upon the closing of an equity financing of the Company involving the issuance of the Preferred Stock in which the aggregate proceeds to the Company (including conversion of outstanding indebtedness) equals or exceeds $[________] (a “Qualified Financing”),  the Investor must convert his Convertible Note into such number of shares of Preferred Stock that equals (i) the Principal Amount plus accrued and unpaid interest, divided by (ii) [___]% of the per-share price paid by the investors in the Qualified Financing.
If no Qualified Financing has occurred as of the Maturity Date, then the outstanding amounts due under the Convertible Note may, at the election of the [Company] / [Investor, and upon approval of the Company], be converted into a number of shares of the Company’s Common Stock at a conversion price equal to the fair market value of the Common Stock at the time of the conversion, as determined in good faith by the Borrower’s Board of Directors.


	Prepayment Option:
	None

	Reporting 
	The Borrower shall use commercially reasonable efforts to deliver to the Investor [within ninety (90) days] after the end of each Fiscal Year an Annual Report containing a balance sheet as of the Fiscal Year end and an income statement and statement of changes in financial position for such year.  Such Annual Report need not be audited by an independent public accounting firm at the discretion of the Board of Directors.

  

	Purchase Agreement:
	The Note Purchase Agreement relating to the Convertible Note shall be prepared by Company counsel and will contain other customary provisions, including representations and warranties and conditions to closing. 



	Legal and Other Expenses: 
	The Investor and the Borrower shall each be responsible for their own legal and other expenses in connection with this debt financing transaction.



	Closing:
	The [initial] closing of the transaction is expected to occur on or before __________ __, 2009.  
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