
 

  
City of Grand Forks  
Staff Report  
 
Growth Fund Committee – November 17, 2025 
JDA – November 24, 2025 

 
Agenda Item: Authorization to Pursue Collections: Airial Robotics 
  
 

Submitted by: Andy Conlon, Economic Development Manager 
 

 
Staff Recommended Action: Declare the subject loan in default and authorize the initiation of 
default proceedings by staff and the City Attorney. 
 
 
Growth Fund Committee Action:  
 
 
JDA Action:  
 
 
BACKGROUND:   
As part of the 2019 legislative session, the State of North Dakota created the Innovation 
Technology Loan Fund (LIFT), a program administered by the Bank of North Dakota (BND) and 
aimed at supporting technology advancement by providing financing for commercialization of 
intellectual property in the state. The Growth Fund established its own Accelerate loan program 
to complement the LIFT program shortly thereafter. The Accelerate program was designed to 
mirror the terms of the LIFT program: a 2% interest loan secured by a blanket UCC filing on 
business assets, with payment and interest accrual deferred Years 1-3, interest accrual 
beginning and interest-only payments due monthly Years 4-5, then a balloon payment of 
outstanding principal due at the end of Year 5, at which time full repayment or modification 
could be considered. Airial Robotics, Inc. requested and was approved for an Accelerate loan of 
$250,000 in July 2022. The balloon payment of $250,000 plus accrued interest is scheduled to 
be due October 1, 2027.  
 
In 2023, staff contacted Airial Robotics CEO Jörg Schamuhn regarding the company’s HIVE 
membership. Mr. Schamuhn provided a written status update as to some of the challenges the 
company faced at the time. In summary, this written status report stated that Airial Robotics, Inc. 
was “put under preliminary administration to protect…the IP” following its parent company 
experiencing substantial challenges with certain shareholders regarding intellectual property. 
Mr. Schamuhn further indicated that “In order to keep the door open we froze Airial Robotics 
Inc.” and “Our plan is to reactive the Inc. once we are ready organizing our restart.” Staff received 
an email shortly thereafter stating that the company had a “good chance to right the ship” and 
had had a “very promising” investment meeting that, if able to close, would enable them “to 



reactivate also the US entity and move on” and that they were “Overall on a good path.”  As the 
loan remained in deferral and a path forward appeared to have been determined, no action was 
taken at the time. Subsequent conversations with BND confirm they received the same context 
and they too opted not to take action at the time. 
 
Though the loan is not due for two years, staff reached out to Mr. Schamuhn recently as part of 
an effort to provide a status update on remaining Accelerate borrowers and received an 
automated reply stating the company is no longer in business. Additional attempts to contact 
Mr. Schamuhn via other means to provide answers have not received replies. Staff has also been 
in contact with BND on this matter. They are aware of the company’s failure but have not yet 
taken action the outstanding $500,000 LIFT loan. BND staff indicated they would likely take action 
similar to staff’s recommendation in the near future. 
 
A cessation of operations constitutes an act of default under the loan agreement. The loan is 
secured with a blanket UCC lien on business assets, however, with limited information available 
staff cannot ascertain at this time what assets are available or what their worth might be. As 
such, staff recommends authorizing the City Attorney’s office to further review the status of Airial 
Robotics operations, and to initiate the collections process in the event it is further confirmed 
this entity has ceased operations. 
 
ANALYSIS AND FINDINGS OF FACT: 
• Airial Robotics, Inc. is in default of one or more conditions of the loan agreement dated 

August 29, 2022, including but not limited to:  
• Section 4.01 Financial Statements and Reports (Event of Default under 6.01.d) 
• Section 4.04 Maintenance of Borrower’s Existence (Event of Default under 6.01.d and j) 
• Section 4.09 Notice of Certain Events (Event of Default under 6.01.d) 

• The balloon payment of $250,000 plus accrued interest is due October 1, 2027. 
Approximately $833.34 of interest has accrued as of November 1, 2025, bringing the current 
outstanding balance to $250,833.34. 

 
SUPPORTING MATERIALS: 

• Original staff report 
• Growth Fund loan documents 
• Email chain from Jorg Schamuhn – 2023 Status Update 
• Out of Business Email from Jorg Schamuhn - 2025 



ACCLERATELOANPROGRAM 
LOAN AGREEMENT 

THIS LOAN AGREEMENT is made and entered into as of the 29 day of 
August , 2022, between AIRIAL ROBOTICS, INC., whose principal offices and 
mailing address is 235 Harrison Street, Syracuse, NY 13202 (the "Borrower"); and GRAND 
FORKS GROWTH FUND, a job development authority, a public body, corporate and politic 
under North Dakota law, whose mailing address is 255 N. Fourth Street, P.O. Box 5200, Grand 
Forks, North Dakota 58203 (the "Lender"). 

RECITALS 

1. The Borrower has requested a Loan from the Lender under the Lender's 
Accelerate Loan Program. 

2. The Lender has awarded a Loan to the Borrower in the amount and for the 
purpose described in Article 2. 

NOW, THEREFORE, the parties hereto do agree as described herein. 

ARTICLE I -GENERAL TERMS 

Section 1.01 Definitions. As used in this Agreement, the following terms shall have the 
following meanings, unless the context otherwise requires: 

(a) "Affiliate" shall mean, as to any Person, any other Person which directly or 
indirectly controls, or is under common control with, or is controlled by, such Person and, if such 
Person is an individual, any member of the immediate family (including parents, spouse and 
children) of such individual and any trust whose principal beneficiary is such individual or one 
or more members of such immediate family and any Person who is controlled by any such 
member or trust. As used in this definition, "control" (including, with correlative meanings, 
"controlled by" and "under common control with") shall mean possession, directly or indirectly, 
of power to direct or cause the direction of management or policies (whether through ownership 
of securities or partnership or other ownership interest, by contract or otherwise). 

(b) "Agreement" shall mean this Loan Agreement, as the same may from time to time 
be amended or supplemented. 

( c) "Borrower" shall mean AIRIAL ROBOTICS, INC. 

( d) "Business Day" shall mean a day other than a Saturday, Sunday or legal holiday 
for banks under the laws of the State of North Dakota. 

(e) "Business Financing Application" shall mean the application submitted by the 
Borrower to the Lender, and all other information, in seeking the Loan. 
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(f) "Current Assets" shall mean the sum of cash, certificates of deposit, ordinary 
trade accounts receivable ( excluding any amount due from any officer, employee director, 
shareholder or any Affiliate of any of the foregoing), earnest money and other operating deposits, 
operating prepaid costs, including but not limited to prepaid insurance, prepaid rent, prepaid 
sales draws, inventory at lower of cost or net realizable value. With the exception of the assets 
described above, all other assets included as "Current Assets" must satisfy the definition of 
current assets according to GAAP. In general, current assets according to GAAP are those 
resources reasonably expected to be realized in cash, sold or consumed during the normal 
operating cycle of a business. In the event of a dispute relative to the carrying value of said 
Current Assets, including but not limited to inventory and accounts receivable, or the 
classification of an asset as a Current Asset, the determination thereof by an independent 
Certified Public Accountant chosen by Borrower and acceptable to Lender shall be controlling. 

(g) 
(1) year. 

"Current Liabilities" shall mean all indebtedness normally held as due within one 

(h) "Debt" shall mean, for any Person, without duplication: (i) any indebtedness of 
such Person for borrowed money or for the deferred purchase price of Property or services for 
which such Person is liable, contingently or otherwise, as obligor, guarantor or otherwise, or in 
respect of which such person otherwise assures a creditor against loss; and (ii) all obligations 
under leases which shall have been, or should have been, recorded as capital leases in respect of 
which such Person is liable, contingently or otherwise, as obligor, guarantor or otherwise, or in 
respect of which obligations such Person otherwise assures a creditor against loss. 

(i) "Default" and "Event of Default" shall mean the occurrence of any of the events 
specified in Section 6.01, whether or not any requirement for notice or lapse of time or other 
condition precedent has been satisfied. 

G) "Environmental Laws" shall mean any and all laws, statutes, ordinances, rules, 
regulations, orders, or determinations of any Governmental Authority pertaining to health or the 
environment applicable to the Borrower, the Facility or any of its other Properties in effect in any 
and all jurisdictions in which the Borrower is conducting or at any time has conducted business, 
or where the Facility or any other Property of the Borrower is located, or where any hazardous 
substances generated by or disposes of by the Borrower are located, including but not limited to 
the Clear Air Act, as amended, the Comprehensive Environmental Response, Compensation, and 
Liability Act of 1980, as amended by the Superfund Amendments and Reauthorization Act of 
1986 ("CERCLA"), as amended, the Federal Water Pollution Control Act, as amended, the 
Occupational Safety and Health Act of 1970, as amended, the Resource Conservation and 
Recovery Act of 1976, as amended by the Used Oil Recycling Act of 1980, the Solid Waste 
Disposal Act Amendments of 1980, and the Hazardous and Solid Waste Amendments of 1984 
("RCRA"), as amended, the State Drinking Water Act, as amended, the Toxic Substances 
Control Act, as amended, the Hazardous Materials Transportation Act, as amended, and other 
environmental conservation or protection laws. The terms "hazardous substance," "release" and 
"threatened release" shall have the meanings specified in CERCLA, and the terms "solid waste" 
and "disposal" ( or "disposed") shall have the meanings specified in RCRA; provided, however, 
that (i) in the event either CERCLA or RCRA is amended so as to broaden the meaning of any 
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term defined thereby, such broader meaning shall apply hereunder subsequent to the effective 
date of such amendment, (ii) to the extent of the state in which any Property of the Borrower or 
any Affiliate is located establish a meaning for "hazardous substance," "release," "threatened 
release," "solid waste" or "disposal" which is broader than that specified under CERCLA or 
RCRA, such broader meaning shall apply, and (iii) the terms "hazardous substance" and "solid 
waste" shall include all oil and gas exploration and production wastes that may present an 
endangerment to public health or welfare or the environment, even if such wastes are specifically 
exempt from classification as hazardous substances or solid wastes pursuant to CERCLA or 
RCRA or the state analogues to those statutes. 

(k) "Financial Statements" shall mean the financial statements of the Borrower. 

(1) "Financing Statement" shall mean the financing statements filed pursuant to the 
Uniform Commercial Code and any changes thereto as the Lender shall deem necessary. 

(m) "Governmental Authority" shall mean the United States of America, the State of 
North Dakota, City of Grand Forks, North Dakota, the Lender, and the state, county, city and 
political subdivisions in which any other Property of the Borrower is located or which exercises 
jurisdiction over any such Property and/or the Borrower or the business operations of the 
Borrower, and any agency, department, commission, board, bureau, homeowners association, 
utility district, flood control district, improvement district, or similar district, court, grand jury or 
instrumentality or any of them which exercises jurisdiction over any such other Property and/or 
the Borrower or the business operations of the Borrower. 

(n) "Governmental Requirement" shall mean any law, statute, code, ordinance, order, 
rule, regulation, judgment, decree, determination, award, injunction, franchise, permit, 
certificate, license, authorization, or other direction or requirement (including but not limited to 
any of the foregoing which relate to zoning and planning standards or controls, environmental 
standards or controls, energy regulations and occupational, safety and health standards or 
controls) of any Governmental Authority. 

( o) "Indebtedness" shall mean any and all amounts owing or to be owing by the 
Borrower to the Lender in connection with the Note, this Agreement or any Security Instrument, 
and all other liabilities of the Borrower to the Lender from time to time existing, whether in 
connection with this or other transactions. 

(p) "Loan Advance" means any advance of loan proceeds in the amount of, but not to 
exceeding, $250,000.00, made pursuant to Section 2.01. 

(q) "Lender" shall mean the Grand Forks Growth Fund, a job development authority, 
a public body, corporate and politic under North Dakota law. 

(r) "Lien" shall mean any interest in property securing an obligation owed to, or a 
claim by, a Person other than the owner of the property, whether such interest is based on the 
common law, statute or contract, and including but not limited to the lien or security interest 
arising from a mortgage, encumbrance, pledge, security agreement, conditional sale or trust 
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receipt or a lease, consignment or bailment for security purposes. The term "Lien" shall include 
reservations, exceptions, encroachments, easements, rights of way, covenants, conditions, 
restrictions, leases and other title exceptions and encumbrances affecting property. For the 
purposes of this Agreement, the Borrower shall be deemed to be the owner of any property 
which it has acquired or holds subject to a conditional sale agreement, financing lease or other 
arrangement pursuant to which title to the property has been retained by or vested in some other 
Person for security purposes. 

(s) "Material Adverse Effect" shall mean any material and adverse effect on (i) the 
assets, liabilities, financial condition, business or operations of the Borrower, taken as a whole, 
from those reflected in the Financial Statements or from the facts represented or warranted in this 
Agreement or any other Security Instrument, or (ii) the ability of the Borrower, taken as a whole, 
to carry out its business as of the date of this Agreement or thereafter, or as proposed at the date 
of this Agreement to be conducted or meet the Borrower's obligations under the Note, this 
Agreement, or the other Security Instruments on a timely basis. 

(t) "Note" or "Notes" shall mean each promissory note of the Borrower being in the 
form of promissory note attached hereto as Exhibit "1," and by this reference incorporated 
herein, together with any and all renewals, modifications, amendments, substitutions, extensions 
for any period, increases or rearrangements thereof. 

(u) "Outstanding Balance" shall mean all amounts due and owing by Borrower under 
the Note, Security Instruments and/or the Indebtedness including but not limited to outstanding 
and unpaid principal, interest, late fees and/or any other charges imposed or payable thereunder. 

(v) "Person" shall mean any individual, corporation, partnership, joint venture, 
association, joint stock company, trust, unincorporated organization, government or any agency 
or political subdivision thereof, or any other form of entity. 

(w) "Secured Property" shall property and assets described in Paragraph 1 in the 
Security Agreement. 

(x) "Security Agreement" shall mean the Security Agreement attached hereto as 
Exhibit "2," and by this reference incorporated herein, with such changes, renewals, 
modifications or amendments thereto as the Lender shall deem reasonably necessary. 

(y) "Security Instruments" shall mean this Agreement, Security Agreement, each 
Financing Statement, and any and all other agreements or instruments now or hereafter executed 
and delivered by the Borrower, or any other Person ( other than participation or similar 
agreements between the Lender and any other bank or creditor with respect to any Indebtedness 
pursuant to this Agreement) in connection with, or as security for the payment or performance 
of, the Note or this Agreement, as such agreements may be amended or supplemented from time 
to time. 
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ARTICLE 2 - AMOUNTS AND TERMS OF LOANS 

Section 2.01 The Loan. Subject to the conditions precedent described in Article 7 
below and the terms and conditions and relying on the representations and warranties contained 
in this Agreement, the Lender agrees to make the Loan evidenced by the Note to the Borrower: 

(a) Loan Advance. The Lender shall make the Loan Advance to the Borrower, as 
evidenced in the Note, that the Borrower shall issue, execute and deliver to the Lender, and in the 
principal amount and interest rate as described thereon. 

(b) Re-Payment of Loan Advance. The Borrower shall repay the Loan Advance to 
the Lender in accordance with the terms of the Note. The amount and schedule of said 
repayments shall be made as described in the amortization schedule attached to the Note. The 
Borrower shall make each payment to the Lender, not later than the day when due in lawful 
money of the United States of America at the following address: 

Grand Forks Growth Fund 
Community Development Department 
255 N. Fourth Street 
Grand Forks, ND 58203 

Section 2.02 Purpose and Use of Loan Advance. The Loan Advance shall be used by 
Borrower solely and exclusively for the purposes described in the Borrower's approved Business 
Financing Application and for no other purpose. 

Section 2.03 Voluntary Prepayments. The Borrower may, at its option, prepay the 
Outstanding Balance of the Note at any time in whole or from time to time in part without 
premium or penalty, upon giving the Lender prior notice of such payment. 

Section 2.04 Payment Procedure. All payments and prepayments made by the 
Borrower under the Note or this Agreement shall be made to the Lender at its offices described 
above in immediately available funds before 2:00 p.m. central time, on the date that such 
payment is required to be made. Any payment received and accepted by the Lender after such 
time shall be considered for all purposes (including the calculation of interest to the extent 
permitted by law) as having been made on the Lender's next following Business Day. 

Section 2.05 Business Days. If the date for any loan payment or prepayment or 
commitment fees payment hereunder falls on a day which is not a Business Day, then for all 
purposes in this Agreement, the Note and the Security Instruments, the same shall be deemed to 
have fallen on the next following Business Day, and such extension oftime shall in such case be 
included in the computation of payments of interest. 

ARTICLE 3-BORROWER'S REPRESENTATIONS AND WARRANTIES 

In order to induce the Lender to enter into this Agreement, the Borrower makes the 
representations and warranties to the Lender (which representations and warranties will survive 
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the delivery of the Note and the making of the loan or loans thereunder and which were relied 
upon by Lender) set forth below: 

Section 3.01 Existence. The Borrower is a corporation duly organized, legally existing 
and in good standing under the laws of the State of North Dakota. 

Section 3 .02 Power and Authorization. The Borrower is duly authorized and 
empowered to create, execute, deliver, issue and perform this Agreement, the Note, and the 
Security Instruments; and all corporate action on the Borrower's part requisite for the due 
creation, execution, delivery, issuance and performance of this Agreement, the Note and the 
Security Instruments has been duly and effectively taken. 

Section 3 .03 Binding Obligations. The Borrower represents and warrants to the Lender 
that this Agreement, the Note and the Security Instruments upon their creation, execution, 
delivery and issuance, shall constitute valid and binding obligations of the Borrower enforceable 
in accordance with their terms. 

Section 3.04 No Legal Bar or Resultant Lien. The Borrower represents and warrants to 
the Lender that this Agreement, the Note and the Security Instruments and the creation, 
execution, delivery, issuance and the compliance with and performance by the Borrower of the 
terms thereof do not and will not violate any provision of the articles of incorporation, bylaws, 
partnership agreement or other agreement of Borrower, or any other contract, agreement, 
instrument of the Borrower (including but not limited to any loan, promissory note or other credit 
agreement relating to any Debt of the Borrower) or Governmental Requirement to which the 
Borrower is subject, or will result in the creation or imposition of any Lien upon any Properties 
of the Borrower other than those permitted by this Agreement. 

Section 3.05 No Consent. The Borrower represents and warrants to the Lender that 
except as disclosed in writing to the Lender, the Borrower's creation, execution, delivery, 
issuance, compliance with and performance of this Agreement, the Note and the Security 
Instruments does not require the consent or approval of any venturer, partner, or of any 
stockholder of or partner in any of the venturers or partners, or of any other Person which has not 
been obtained, including, but not limited to, any Governmental Authority. 

Section 3.06 Financial Condition. The Borrower represents and warrants to the Lender 
that the Business Financing Application is true and correct and the Financial Statements of the 
Borrower, (including any related schedules or notes) which have been delivered to the Lender 
have been prepared in accordance with generally accepted accounting principles, consistently 
applied, and present fairly the financial condition and changes in financial position of the 
Borrower as at the date and for the period or periods stated and that no change has since occurred 
in the condition, financial or otherwise, of the Borrower, except as disclosed in writing to the 
Lender. 

Section 3.07 Investments and Guaranties. The Borrower represents and warrants to the 
Lender that, at the date of this Agreement, the Borrower has not made investments in, advances 
to or guaranties of the obligations of any Person, except as reflected in the Business Financing 
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Application, the Financial Statements or disclosed to the Lender in writing and except as 
otherwise permitted by this Agreement. 

Section 3.08 Liabilities; Litigation. The Borrower represents and warrants to the 
Lender that except for Debts incurred in the normal course of business, the Borrower has no 
material (individually or in the aggregate) liabilities, direct or contingent, except as disclosed or 
referred to in the Business Financing Application and/or the Financial Statements or as disclosed 
to the Lender in writing and that, except as disclosed to the Lender in writing, at the date of this 
Agreement there is no litigation, legal, administrative or arbitral proceeding, investigation or 
other action of any nature pending or, to the knowledge of the Borrower, threatened against or 
affecting the Borrower, the Secured Property, including but not limited to challenging the 
validity of this Agreement, the Note or the Security Instruments or involves the possibility of any 
judgment or liability not fully covered by insurance. 

Section 3.09 Taxes; Governmental Charges. The Borrower represents and warrants to 
the Lender that the Borrower has filed all tax returns and reports required to be filed and have 
paid all taxes, assessments, fees, and other governmental charges levied upon any of Borrower, 
the Secured Property or income which are due and payable, including interest and penalties, or 
have provided adequate reserves for the payment thereof. No tax liability has been asserted by 
the Internal Revenue Service or other taxing agency, Federal, State, or Local, for taxes materially 
in excess of those already provided for and the Borrower knows of no basis for any such 
deficiency assessment. 

Section 3 .10 Titles, Etc. The Borrower represents and warrants to the Lender that the 
Borrower has good title to the Secured Property free and clear of all Liens except (a) Liens 
disclosed to the Lender in writing and acceptable to the Lender, (b) Liens and minor 
irregularities in title which do not interfere with the occupation, use, or employment by the 
Borrower of its Property in the normal course of business as presently conducted or impair the 
value thereof for such business, or ( c) Liens otherwise permitted or contemplated by this 
Agreement or the Security Instruments. 

Section 3 .11 Defaults. The Borrower represents and warrants to the Lender that the 
Borrower is not in default nor has any event of circumstance occurred which, but for the passage 
of time or the giving of notice, or both, would constitute a default under any loan or credit 
agreement, indenture, mortgage, deed of trust, security agreement or other agreement or 
instrument evidencing or pertaining to any Debt of the Borrower, or under any agreement or 
other instrument to which the Borrower is a party or by which the Borrower is bound, except as 
disclosed to the Lender in writing, and that no Default hereunder has occurred and is continuing. 

Section 3.12 Casualties; Taking of Properties. The Borrower represents and warrants to 
the Lender that since the date of the Business Financing Application and the Financial 
Statements, neither the business nor the Secured Property, taken as a whole, have been materially 
and adversely affected by any cause or event. 
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Section 3.13 Use of Proceeds. The Borrower represents and warrants to the Lender that 
the proceeds of the Loan Advance shall be used solely and exclusively for the purposes 
described in the Borrower's approved Business Financing Application and for no other purpose. 

Section 3.14 Compliance with the Law. The Borrower represents and warrants to the 
Lender that the Borrower (a) is not in violation of any Governmental Requirement or (b) has not 
failed to obtain any license, permit, franchise or other governmental authorization necessary to 
the ownership of the Secured Property or the conduct of its business. 

Section 3.15 Location of the Borrower/Percent of Employees in Grand Forks. The 
Borrower represents and warrants to the Lender that the Borrower's principal place of business 
and chief executive offices is located in Grand Forks, North Dakota ("Grand Forks Operating 
Location") and that more than seventy-five percent (75%) of its employees shall be employed 
and located at the Grand Forks Operation location. 

Section 3 .17 No Material Misstatements. The Borrower represents and warrants to the 
Lender that no information, exhibit or report furnished to the Lender by the Borrower in 
connection with the negotiation of this Agreement, the Note and/or Security Instruments contain 
any material misstatement of fact or omitted to state a material fact or any fact necessary to make 
the statement contained herein not misleading. 

Section 3 .18 Subsidiaries. The Borrower represents and warrants to the Lender that the 
Borrower has no subsidiaries. 

Section 3 .19 Environmental Matters. The Borrower represents and warrants that: 

(a) Neither the Secured Property, nor the Grand Forks Operating Location, violate 
any order or requirement of any court or Governmental Authority or any Environmental Law; 

(b) There are no conditions existing on Grand Forks Operating Location or the 
Secured Property or resulting from operations conducted thereon that could give rise to or result 
in the imposition of remedial obligations under Environmental Laws other than conditions that 
customarily exist in the homebuilding business that are not material and are remediable without 
significant cost or any liability; 

(c) Except as disclosed to the Lender in writing, without limiting clause (a) above, 
neither the Grand Forks Operating Location or Secured Property, nor the operation currently 
conducted thereon or by any prior owner or operator of the Grand Forks Operating Location or 
Secured Property or operation, are in violation of or subject to any existing, pending, or 
threatened action, suit, investigation, inquiry, or proceeding by or before any court or 
Governmental Authority or to any remedial obligations under Environmental Laws; 

( d) All notices, permits, licenses or similar authorizations, if any, required to be 
obtained or filed in connection with the operation or use of the Grand Forks Operating Location 
or Secured Property, including but not limited to past or present treatment, storage, disposal, or 
release of a hazardous substance or solid waste into the environment, have been duly obtained or 
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filed, and the Borrower is in compliance with the terms and conditions of any such notice, 
permit, license or similar authorization; 

(e) All hazardous substances or solid waste generated at the Grand Forks Operating 
Location or Secured Property have during the term of Borrower's ownership and/or use have 
been transported only by carriers maintaining valid permits under Environmental Law and only 
at treatment, storage and disposal facilities maintaining valid permits under Environmental Law, 
which carriers and facilities have been and are operating in compliance with such permits and are 
not the subject of any existing, pending or threatened action, investigation or inquiry by any 
Governmental Authority in connection with any Environmental Law; 

(t) The Borrower has taken all reasonable and prudent steps necessary to determine 
and has determined that no hazardous substances or solid waste have been disposed of or 
otherwise released and there has been no threatened release of any hazardous substances on or to 
the Grand Forks Operating Location or Secured Property except in compliance with 
Environmental Laws, and that there are no storage tanks or other containers on or under the 
Grand Forks Operating Location or the Secured Property from which hazardous substances or 
other contaminants may be released into the surrounding environment; and 

(g) The Borrower has no material contingent liability in connection with any release 
or threatened release of any hazardous substance or solid waste into the environment. 

Section 3.21 Solvency. The Borrower is solvent, is generally paying its debts as they 
become due, and has no outstanding liens, suits, garnishments, bankruptcies or court actions 
which could render it insolvent. 

ARTICLE 4 - BORROWER'S AFFIRMATIVE COVENANTS 

The Borrower will at all times comply with the covenants contained in this Article 4, 
from the date hereof and for so long as any part of the Indebtedness is outstanding. 

Section 4.01 Financial Statements and Reports. The Borrower, at Borrower's expense, 
shall promptly furnish to the Lender from time to time upon request such information regarding 
the business and affairs and financial condition of the Borrower as the Lender may reasonably 
request, and the Borrower, at the Borrower's expense, shall furnish to the Lender: 

(a) Annual Reports. Promptly after becoming available, and in any event within sixty 
(60) days after the close of each fiscal year of the Borrower, balance sheets of the Borrower, as 
of the end of such year ( compiled by an independent certified public accountant), statements of 
profit and loss of the Borrower for such year (compiled by an independent certified public 
accountant), the reconciliation of capital accounts of the Borrower for such year ( compiled by an 
independent certified public accountant), and the statement of changes in financial position ( cash 
flow statements) of the Borrower for such year (compiled by an independent certified public 
accountant). 
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(b) Maintain Financial Records. The Borrower agrees to maintain adequate records 
and books of account, in which complete entries will be made reflecting all of its business and 
financial transactions, such entries to be made in accordance with generally accepted principles 
of good accounting practice consistently applied in the case of financial transaction. 

( c) Loan Program Report. The Borrower shall provide all reports required under the 
Lender's Accelerate Loan Program under which the Note was issued. 

(d) Other Reports. 

(i) As soon as provided to Borrower, any inspection, report, audit, review or 
similar oversight review of the Borrower by a Governmental Authority. 

(ii) As soon as available, and in any event within seventy-five (75) days after 
the end of each fiscal year of the Borrower, a copy of the Federal income tax return of the 
Borrower for such fiscal year. 

( e) Satisfaction of Conditions Precedent. Promptly upon request by the Lender, the 
Borrower shall provide the Lender with such documents, reports or other evidence as the Lender 
may reasonably request evidencing the satisfaction by the Borrower of the conditions precedent 
set forth in Article 7. 

( f) Open Records. The Borrower agrees and understands that all records relating to 
Borrower maintained by Lender shall be held in compliance with the provisions of the North 
Dakota open records law. As this Agreement, the Note and Security Instruments are made with 
public funds, financial information provided under this section is considered a public record 
governed by North Dakota Century Code §44-04-17 through §44-04-20. Borrower may 
designate information or documents submitted to the Lender to be confidential including trade 
secrets and proprietary, commercial and financial information to be exempt from public 
disclosure. However, such designation shall not be determinative as to the exempt status of the 
information or documents under §44-04-18.4. 

Section 4.02 Certificates of Compliance. Concurrently with the furnishing of the 
financial reports pursuant to subsection 4.01, the Borrower shall furnish or cause to be furnished 
to the Lender a certificate signed by the principal financial officer of the Borrower (a) stating that 
the review of the activities of the Borrower has been made under his supervision with a view to 
determining whether the Borrower has fulfilled all of its obligations under this Agreement, the 
Security Instruments and the Note; (b) stating that the Borrower has fulfilled its obligations 
under such instruments and that all representations made herein continue to be true and correct in 
all material respects ( or specifying the nature of any change), or if there shall be a Default 
specifying the nature and status thereof and the Borrower's proposed response thereto; and ( c) 
containing or accompanied by such financial or other details, information and material as the 
Lender may reasonably request to evidence such compliance. 

Section 4.03 Taxes and Other Liens. The Borrower shall pay and discharge promptly 
all taxes, assessments and governmental charges or levies imposed upon the Borrower or upon 
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the income, the Secured Property, as well as all claims of any kind (including claims of labor, 
materials, supplies and rent) which, if unpaid, might become a Lien upon any part or all of any of 
the Secured Property, provided, however, that the Borrower shall not be required to pay any such 
tax, assessment, charge, levy, or claim if the amount, applicability or validity thereof shall 
currently be contested in good faith by appropriate proceedings diligently by or on behalf of the 
Borrower, and the Borrower shall have set up adequate reserves therefore. 

Section 4.04 Maintenance of Borrower's Existence. The Borrower shall (a) maintain 
its joint venture, partnership, limited liability company or corporate status, as the case may be 
and (b) observe and comply with all Governmental Requirements. 

Section 4.05 Further Assurances. The Borrower shall cure promptly any defects in the 
creation, execution, delivery and issuance of this Agreement, the Note or the Security 
Instruments. The Borrower, at its expense, will promptly execute and deliver to the Lender, 
upon request, all such other and further documents, agreements and instruments in compliance 
with or accomplishment of the covenants and agreements of the Borrower in the Security 
Instruments, including this Agreement, or to further evidence and more fully describe the 
collateral intended as security for the Note, or to correct any omissions in the Security 
Instruments, or more fully to state the security obligations set out herein or in any of the Security 
Instruments, or to perfect, protect or preserve any Liens created pursuant to any of the Security 
Instruments, or to make any recordings, to file any notices, or obtain any consents, all as my be 
reasonably necessary or appropriate in connection therewith. 

Section 4.06 Costs and Expenses. The Borrower shall pay all reasonable legal fees and 
costs and expert fees incurred by the Lender in connection with the administration of this 
Agreement, the Note and the Security Instruments contemplated hereby (including any 
amendments hereto or thereto or consents or waivers hereunder or thereunder) and shall also pay 
all other fees, charges or taxes for the recording or filing of the Security Instruments. The 
Borrower shall pay all reasonable out-of-pocket expenses of the Lender in connection with the 
administration of this Agreement, the Note and the Security Instruments including, but not 
limited to, fees charged by the Lender's independent or internal inspectors (provided that such 
fees for internal inspectors shall not exceed the fees the Lender would have paid its independent 
inspectors for substantially similar work), attorneys' fees, expert fees, appraisal fees, title 
endorsement premiums and premiums for any title policy. The Borrower shall upon request 
promptly reimburse the Lender for all amounts reasonably expended, advanced or incurred by 
the Lender to satisfy any obligation of the Borrower under this Agreement, the Note or the 
Security Instruments, or to collect the Note, or to enforce the rights of the Lender under this 
Agreement or any Security Instrument, which amounts will include all court costs, attorneys' 
fees, (including but not limited to trial, appeal or other proceedings), fees of auditors and 
accountants, and investigation expenses reasonably incurred by the Lender in connection with 
any such matters, together with interest thereon at the rate specified in the Note on each such 
amount from the date three (3) days after written demand or request by the Lender for 
reimbursement until the date of reimbursement to the Lender. The Borrower will pay at the time 
of execution of this Agreement, or when due, or at the option of the Lender at any time or times 
hereafter specified by the Lender, all costs and expenses required by the terms of this 
Agreement, the Note, or the Security Instruments, and including but not limited to: 
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(a) All survey and continuations of survey costs and expenses, including the cost of a 
survey; 

(b) All premiums for title policies and other insurance policies; 

( c) All architects and engineers; and 

( d) All other reasonable costs and expenses payable to third parties incurred by the 
Lender in connection with the consummation of the transactions contemplated by this 
Agreement. 

Section 4.07 Insurance. The Borrower now maintains and shall continue to maintain, 
with financially sound and reputable insurers, insurance with respect to the Secured Property and 
business against such liabilities, casualties, risks and contingencies and in such types and 
amounts as is customary in the case of Persons engaged in the same or similar businesses and 
similarly situated, including but not limited to liability insurance in the minimum amount of 
$2,000,000.00, workmen's compensation insurance up to the statutory limits, business 
interruption insurance, an umbrella policy in the minimum amount of $2,000,000.00, completed 
value fire and extended coverage insurance, and flood insurance together with such other 
insurance as the Lender may require covering the Secured Property all in amounts approved by 
the Lender, such insurance to be written in form and with companies approved by the Lender 
with loss made payable to the Lender pursuant to the standard mortgagee clause, without 
contribution, and the Borrower shall have delivered the corresponding certificates of insurance to 
the Lender with evidence of payment of premiums thereon. Such policy shall provide, by way of 
riders, endorsements or otherwise, that the insurance provided thereby shall not be terminated, 
reduced or otherwise limited regardless of any breach of the representations and agreements set 
forth therein and that no such policy shall be cancelled, endorsed or amended to any extent 
unless the issuer thereof shall have first given the Lender at least thirty (30) days prior written 
notice. Upon request of the Lender, the Borrower shall furnish or cause to be furnished to the 
Lender from time to time (i) a summary of the insurance coverage of the Borrower in form and 
substance satisfactory to the Lender and if requested will furnish the Lender copies of the 
applicable policies and (ii) a copy of any completion status report provided by the Borrower to 
any insurance company. In the case of any fire, accident or other casualty causing loss or 
damage to the Secured Property, the proceeds of such policies shall be used either (i) to repair or 
replace such damaged Secured Property, or (ii) to prepay the Indebtedness, such election to be 
made by the Lender. 

Section 4.08 Right oflnspection/Retention ofrecords. The Borrower shall permit any 
officer, employee or agent of the Lender to visit and inspect the Secured Property, examine 
and/or audit the Borrower's books ofrecord and accounts (including but not limited to the 
general ledger, balance sheets, income statements, statements of account, contracts, invoices, 
payrolls, and personnel records), take copies and extracts therefrom, and discuss the affairs, 
finances and accounts of the Borrower with the Borrower's officers, accountants and auditors, all 
at such reasonable times and as often as the Lender may desire. All books and records in the 
possession of the Borrower pertaining to this Agreement shall be retained by the Borrower for a 
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period of seven (7) years beginning with the date upon which the final payment under this 
Agreement is issued. All book and records shall be retained beyond the seven-year period if 
audit findings have not been resolved within that period or if other disputes have not been 
resolved. 

Section 4.09 Notice of Certain Events. The Borrower shall promptly notify the Lender 
if the Borrower obtains knowledge of the occurrence of (a) any event which constitutes a 
Default, together with a detailed statement by a responsible officer of the Borrower of the steps 
being taken to cure the effect of such Default; or (b) the receipt of any notice from, or the taking 
of any other action by, the holder of any promissory note, debenture, or other evidence of 
indebtedness of the Borrower with respect to a claimed default, together with a detailed 
statement by a responsible officer of the Borrower specifying the notice given or other action 
taken by such holder and the nature of the claimed default and what action the Borrower is 
taking or proposes to take with respect thereto; or (c) any legal, judicial or regulatory 
proceedings affecting the Borrower, the Secured Property and involving an amount in 
controversy equal to $250,000.00 or more individually; or (d) any dispute between the Borrower 
and any Governmental Authority or any other Person; or ( e) any event or condition having a 
Material Adverse Effect. 

Section 4.10 Affiliates. All transactions between the Borrower and any Affiliate of the 
Borrower shall be arm's length transactions undertaken in good faith and in the ordinary course 
of business, unless approved by the Lender in its reasonable discretion. 

Section 4.11 Notices by Governmental Authority, Fire and Casualty Losses, Etc. In 
addition to and without limiting the requirements under Section 4.01, the Borrower shall timely 
comply with and promptly furnish to the Lender true and complete copies of any official notice 
or claim by any Governmental Authority pertaining to the Borrower, the Grand Forks Operating 
Location, the Secured Property and/or the Borrower's business operations. The Borrower shall 
promptly notify the Lender of any fire or casualty or any notice of taking or eminent domain 
action or proceeding affecting the Secured Property. In the event any part of the Secured 
Property is taken in an eminent domain action or proceeding, the condemnation proceeds 
resulting from such action or proceeding shall be paid to the Lender to be applied as a 
prepayment of the Indebtedness. 

Section 4.12 Compliance with Civil Rights Provisions. Without in any way limiting 
any other provision of this Agreement, but in addition thereto, the Borrower agrees as follows: 

(a) Non-discrimination in employment. The Borrower shall not discriminate against 
any qualified employee or applicant for employment because of race, color, religion, sex, 
national origin, age, or physical or mental disability. The Borrower should take affirmative 
action to ensure that applicants are employed and that employees are treated without regard to 
their race, color, religion, sex, national origin, age, or disability. Such action shall include but 
not be limited to the following: employment, upgrading, demotion or transfer; recruitment or 
recruitment advertising; lay-off or termination; rates of pay or other forms of compensation; and 
selection for training, including an apprenticeship. The Borrower agrees to post notices setting 
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forth the provisions of the non-discrimination clause in conspicuous places so as to be available 
to employees 

(b) Consideration of employment. The Borrower shall, in all solicitations or 
advertisements for employees placed by or on behalf of the Borrower, state that all qualified 
applicants will receive consideration for employment without regard to race, color, religion, sex 
national origin, age, or disability. 

(c) Program Non-discrimination. The Borrower shall conform with requirements of 
Title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d et. seq.). No person in the United 
States shall on the ground of race, color, national origin, or sex be excluded from participation in, 
be denied the benefits of, or be subjected to discrimination under any program or activity funded 
in whole or in part with funds made available on the basis of age under the Age Discrimination 
Act of 1965 (42 U.S.C. et. seq.) or with respect to an otherwise qualified handicapped individual 
as provided in Section 504 of the Vocational Rehabilitation Act of 1963 (29 U.S.C. §794) shall 
also apply to any such program or activity. 

(d) Noncompliance. Without limiting any other available remedy, but in addition 
thereto, in the event of the Borrower's noncompliance with the nondiscrimination clauses of this 
Agreement or with any of the aforesaid rules, regulations, or requests, this Agreement may be 
canceled, terminated, or suspended either wholly or in part at the sole option of the Lender. 

Section 4.13 Payment of Claims. The Borrower shall promptly pay or cause to be paid 
when due all costs and expenses incurred in connection with the Borrower's business operations 
and the Borrower shall keep the Secured Property free and clear of any mechanic's Liens, 
charges, or claims other than the Lien of the Security Instruments and other Liens approved in 
writing by the Lender, whether inferior or superior to the Security Instruments. A discharge of 
any Security Instrument and taking of a new Security Instrument in substitution thereof shall not 
release or diminish this obligation. Notwithstanding anything to the contrary contained in this 
Agreement, the Borrower may contest (a) the validity or amount of any claim of any contractor, 
consultant, architect, or other Person providing labor, materials, or services, (b) any tax or 
special assessment levied by any Governmental Authority, or (c) the enforcement of or 
compliance with any Governmental Requirement, and any such contest on the part of the 
Borrower shall not be a Default hereunder provided that during the pendency of any such contest 
the Borrower shall furnish to the Lender an indemnity bond with a corporate surety satisfactory 
to the Lender or other security acceptable to them in an amount equal to one hundred fifty 
percent (150%) of such claim or tax, and provided further that the Borrower shall pay any 
amount finally adjudged by a court of competent jurisdiction to be due, with all costs, interest, 
and penalties thereon before such judgment creates a Lien on the Secured Property or the 
Borrower. 

ARTICLE 5 - BORROWER'S NEGATIVE COVENANTS 

The Borrower shall at all times comply with the covenants contained in this Article 5, 
from the date hereof and for so long as any part of the Indebtedness is outstanding. 
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Section 5.01 Debt. The Borrower shall not incur, create, assume or suffer to exist any 
Debt, or any Debt which would arise from commitments to lend, in excess of the maximum 
aggregate amount of $250,000.00 incurred after the date hereof, without the Lender's prior 
written consent. 

Section 5.02 Liens. The Borrower shall not create, incur, assume or permit to exist any 
Lien on the Secured Property (now owned or hereafter acquired), except: 

(a) Liens securing the payment of any Indebtedness; and 

(b) As approved, in advance and in writing from the Lender. 

Section 5.03 Investments, Loans and Loan Advance. The Borrower shall not make or 
permit to remain outstanding any loans or advances to or investments in any Person, except that 
the foregoing restriction shall not apply to: 

(a) Investments, loans or advances, the material details of which have been disclosed 
to and approved by the Lender; 

(b) 
thereof; 

Investments in direct obligations of the United States of America or any agency 

(c) Investments in certificates of deposit of maturities less than one year, issued by 
commercial banks in the United States of America having capital and surplus in excess of 
$250,000.00; and 

( d) Investments in commercial paper of maturities less than one year if at the time of 
purchase such paper is rated in either of the two highest rating categories of Standard & Poors 
Corporation, Moody's Investors Service, Inc., or any other rating agency satisfactory to the 
Lender. 

Section 5.04 Issuance of Stock, Etc. by the Borrower. Borrower shall not sell or 
otherwise dispose of any shares of its capital stock, partnership interests, membership interests or 
other securities or rights, warrants or options to purchase, or acquire or issue any shares partner­
ship interests, membership interests or securities if the effect thereof would be to cause Borrower 
to breach any covenant of this Agreement, the Note and/or any other Security Instrument. 

Section 5.05 Sales and Leasebacks. The Borrower shall not enter into any arrangement, 
directly or indirectly, with any Person whereby the Borrower shall sell or transfer any of the 
Secured Property, whether now owned or hereafter acquired, and whereby the Borrower shall 
then or thereafter rent or lease, as lessee, such Property or any part thereof which the Borrower 
intends to use for substantially the same purpose or purposes as the Property sold or transferred. 

Section 5.06 Restrictions on Covenants. The Borrower shall not impose any restrictive 
covenants or encumbrances upon any of the Secured Property without the prior written consent 
of the Lender. 
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Section 5.07 Mergers. Stock of Borrower. The Borrower shall not merge or consolidate 
with or sell, assign, lease or otherwise dispose of (whether in one transaction or in a series of 
transactions) its business operation and/or all or substantially all of its Secured Property (whether 
now owned or hereafter acquired) to any Person without the prior written consent of the Lender. 

Section 5.08 Proceeds of Note. The Borrower shall not permit the proceeds of the Note 
to be used for any purpose other than those permitted by Sections 2.02 and 3.13. 

Section 5.09 Sale or Discount of Receivables. The Borrower shall not discount or sell 
with recourse, or sell for less than the greater of the face or market value thereof, any of its notes, 
receivable or accounts receivable. 

Section 5.10 Environmental Matters. The Borrower shall not cause or permit the Grand 
Forks Operating Location or the Secured Property of any such party to be in violation of, or do 
anything or permit anything to be done which will subject the Grand Forks Operating Location 
or Secured Property to any remedial obligations under any Environmental Laws, assuming 
disclosure to the applicable Governmental Authority of all relevant facts, conditions and 
circumstances, if any, pertaining to the Grand Forks Operating Location or Secured Property, 
and the Borrower shall promptly notify the Lender in writing of any existing, pending or 
threatened action or investigation by any Governmental Authority in connection with any 
Environmental Laws. The Borrower shall establish and implement such procedures as may be 
necessary to continuously determine and assure that they fully comply with these covenants. 
The Borrower shall not use the Grand Forks Operating Location or Secured Property which will 
result in ( a) violation of any order or requirement of any court or Governmental Authority or any 
Environmental Law, (b) the disposal of any solid waste on or to the Grand Forks Operating 
Location or a Secured Property or as a result of operation conducted on the Grand Forks 
Operating Location or Secured Property in quantities or locations that would require remedial 
action under any Environmental Laws, ( c) a release of a hazardous substance on or to the Grand 
Forks Operating Location or Secured Property in a quantity equal to or exceeding that quantity 
which requires reporting pursuant to CERCLA, or ( d) the release of any hazardous substance on 
or to the Grand Forks Operating Location or Secured Property so as to pose an imminent and 
substantial endangerment to public health or welfare or the environment. The Borrower 
covenants and agrees to keep or cause the Grand Forks Operating Location and Secured Property 
to be kept free of any hazardous waste or contaminants and to remove the same ( or if removal is 
prohibited by law, to take whatever action is required by law) promptly upon discovery at its sole 
discretion. Without limitation of the Lender's rights to declare a Default hereunder and to 
exercise all remedies available by reason thereof, if the Borrower fails to comply with or perform 
any of the foregoing covenants and obligations, the Lender may (without any obligation, express 
or implied) remove any hazardous substance or solid waste from the Grand Forks Operating 
Location or Secured Property ( of if removal is prohibited by law, take whatever action is 
required by law) and the cost of the removal or such other action shall be a demand obligation by 
the Borrower to the Lender (which obligation the Borrower hereby promises to pay) pursuant to 
this Agreement and shall be subject to and covered by the provisions of Section 4.13 and 8.09. 
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ARTICLE 6-EVENTS OF DEFAULT 

Section 6.01 Events. Any of the following events shall be considered an "Event of 
Default" as that term is used herein: 

(a) Payments. Borrower fails to make any payment, when due, of any installment of 
principal or interest on the Note or other Indebtedness; or 

(b) Terms of Loan. Borrower fails to observe and perform any of the terms, 
conditions, covenants or agreements contained in Article 2 of this Agreement. 

(c) Representations and Warranties. Any representation or warranty by the Borrower 
or other Person in this Agreement, the Note or in any other Security Instrument, or in any 
certificate, request, or other document furnished pursuant to or under this Agreement, the Note or 
any other Security Instrument proves to have been incorrect in any material respect as of the date 
when made or deemed made; or 

( d) Affirmative Covenants. Borrower fails to observe or perform any of the 
covenants or agreements contained in Article 4 of this Agreement; or 

(e) Negative Covenants. Borrower fails to observe or perform any of the covenants 
or agreements contained in Article 5 of this Agreement; or 

(f) Other Covenants. Borrower fails to observe or perform any other covenant or 
agreement contained in this Agreement; or 

(g) Note and Security Instrument Obligations. Borrower fails to observe or perform 
any of the other covenants or agreements contained in the Note or any covenants or agreements 
contained in the Security Instruments, and/or any Person obligated under any Security 
Instrument fails to observe or perform any of the covenants or agreements contained in the 
Security Instrument, and such default continues unremedied beyond the expiration of any 
applicable grace period which may be expressly allowed under the Note or such Security 
Instrument; or 

(h) Involuntary Bankruptcy or Other Proceedings. An involuntary case or other 
proceeding shall be commenced against the Borrower which seeks liquidation, reorganization or 
other relief with respect to it or its debts or other liabilities under bankruptcy, insolvency or other 
similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, 
liquidator, custodian or other similar official of it or any substantial part of its Property, and such 
involuntary case or other proceeding shall remain undismissed or unstayed for a period of thirty 
(30) days, or an order for relief against the Borrower shall be entered in any such case under the 
Federal Bankruptcy Code; or 

(i) Voluntary Petitions, Etc. The Borrower shall commence a voluntary case or other 
proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts or 
other liabilities under any bankruptcy, insolvency or other similar law now or hereunder in effect 
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or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of 
it or any substantial part of the Grand Forks Operating Location or Secured Property, or shall 
consent to any such relief or to the appointment of or taking possession by any such official in an 
involuntary case or other proceeding commenced against it, or shall make a general assignment 
for the benefit of creditors, or shall fail generally to, or shall admit in writing its inability to pay 
its debts generally as they become due, or shall take any corporate or partnership action to 
authorize or effect any of the foregoing; or 

G) Discontinuance of Business. The Borrower discontinues its business; or 

(k) Winding Up Business, Etc. The Borrower shall take any action to or shall 
otherwise begin the process of winding up its business or affairs, or dissolving, liquidating, or 
terminating; or 

(1) Default on Other Debt. Any Debt of the Borrower is not paid when due (or 
within any grace period applicable thereto) or as a result of the occurrence of any default or 
event of default (however described and whether or not involving culpability on the part of any 
Person), or any Debt of Borrower is declared to be or otherwise becomes due and payable prior 
to its specified maturity; or 

(m) Undischarged Judgments. The Borrower shall fail within ten (10) days to pay, 
bond or otherwise discharge any judgment or order for the payment of that is not otherwise being 
satisfied in accordance with its terms and is not stayed on appeal or otherwise being 
appropriately contested in good faith; or 

(n) Security Instruments. Any Security Instrument after delivery thereof shall for any 
reason, except to the extent permitted by the terms thereof, cease to be in full force and effect 
and valid; binding and enforceable in accordance with its terms, or cease to create a valid and 
perfected Lien of the priority required thereby on any of the collateral purported to be covered 
thereby and the Borrower fails to fully remedy or cure the same within ten (10) days after the 
Lender gives notice thereof to the Borrower, or the Borrower shall so state in writing; or 

(o) Title. The Borrower's title to the Secured Property is not reasonably satisfactory 
to the Lender, regardless of whether the Lien, encumbrance or question existed prior to the time 
of any Loan Advance and such objection is not remedied or cured within ten ( 10) days after the 
Lender gives notice thereof to the Borrower; or 

Section 6.02 Remedies. 

(a) Upon the occurrence of an Event of Default described in Section 6.01, all lending 
obligations, if any, of the Lender hereunder shall immediately terminate, and the entire 
Outstanding Balance of all Indebtedness, and other amounts, fees and costs arising under the 
Note, this Agreement and/or the Security Instruments, shall become immediately due and 
payable, all without written notice and without presentment, demand, notice of intent to 
accelerate, notice of acceleration, protest, notice of protest or dishonor or any other notice of 
default of any kind, all of which are hereby expressly waived by the Borrower. 
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(b) Further, the Lender may exercise any and all rights and remedies provided or 
available to Lender under the Note and/or the Security Instruments, and/or pursue any other 
available remedy. 

If the Lender is required to commence any action against Borrower to enforce any 
provision of this Agreement, the Note and/or the Security Instruments, the venue for such 
action shall be in Grand Forks County, North Dakota District Court, by a Judge alone and 
without a trial by jury. The Borrower, having had an opportunity to consult with 
independent counsel of their choosing, hereby knowingly and voluntarily waive their right 
to a trial by jury in any manner relating to this Agreement, the Note, and the Security 
Instruments, or any other agreement, document or instrument related thereto. Further, 
the Borrower acknowledges and agrees that Grand Forks County, North Dakota District 
Court shall have complete and full personal jurisdiction over the Borrower and subject 
matter jurisdiction with respect to any such action. 

Section 6.03 Right of Set-Off. Upon the occurrence and during the continuance of any 
Event of Default, the Lender is hereby authorized at any time and from time to time, without 
notice to the Borrower (any such notice being expressly waived by the Borrower), to set-off and 
apply any and all deposits (general or special, time or demand, provisional or final) at any time 
held and other indebtedness at any time owing by the Lender to or for the credit or the account of 
the Borrower against any and all of the Indebtedness of the Borrower, irrespective of whether or 
not the Lender shall have made any demand under this Agreement or the Note and although such 
obligations may be unmatured. The Lender agrees promptly to notify the Borrower after any 
such set-off and application, provided that the failure to give such notice shall not affect the 
validity of such set-off and application. The rights of the Lender under this section 6.03 are in 
addition to other rights and remedies (including but not limited to other rights of set-off) which 
the Lender may have. 

ARTICLE 7 - CONDITIONS OF LENDING 

Unless waived by the Lender, the obligations of the Lender to make the Advance 
pursuant to this Agreement are subject to the conditions precedent stated in this Article 7. 

Section 7.01 Advance. The obligation of the Lender to make the Loan Advance under 
this Agreement is subject to the following conditions precedent, wherein such document to be 
delivered to the Lender be in form and substance satisfactory to it and at Borrower's cost and 
expense: 

(a) Closing. The Borrower shall have delivered to the Lender (unless waived by the 
Lender) at least three (3) Business Days' advance written notice of the closing date, for the 
delivery of all instruments, certificates and opinions referred to in this Section not theretofore 
delivered ( except as to the Compliance Certificate, which is to be delivered at the time provided 
in Subsection 7.0l(c) hereof). 
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(b) Agreement/Note/Security Instruments Executed. The Borrower shall have duly 
and validly issued, executed and delivered this Agreement, the Note and Security Instruments to 
the Lender. 

( c) Certificates. The Lender shall have received a certificate signed by the Secretary 
of Borrower certifying (i) the names, titles, and true signatures of the officers of Borrower 
authorized to sign this Agreement, the Note, the Security Instruments and the other documents or 
certificates to be delivered pursuant thereto, and (ii) the resolutions authorizing, among other 
things, this Agreement and all transactions contemplated hereby, together with all affidavits and 
documents evidencing other necessary partnership or corporate action with respect to any 
thereof. 

(d) Advance Delivery. Any document, instrument, commitment, or other writing or 
written evidence required to be provided pursuant to this Section 7.01 shall have been furnished 
to the Lender at least two (2) Business Days prior to the date upon which the Lender is to fund 
the Advance. 

( e) Opinion of Borrower's Counsel. The Lender shall have received from counsel for 
the Borrower, a favorable written opinion as to (i) the matters contained in Sections 3.01 through 
3.05; (ii) such counsel's knowledge of pending or threatened material litigation or governmental 
or regulatory proceedings against the Borrower, or any Affiliate of the Borrower; and (iii) such 
other matters incident to the formation of the Borrower or the transactions herein contemplated 
as the Lender may reasonably request. 

(h) Recordings. The necessary Security Instruments shall have been duly delivered to 
the appropriate county and/or offices for filing or recording, and the Lender shall have received 
confirmations of receipt thereof from the appropriate filing or recording offices. 

(i) Other. The Lender shall have received such other documents as it may reasonably 
have requested at any time at or prior to the closing referred to in subsection 7.0l(a). 

ARTICLE 8 - MISCELLANEOUS 

Section 8.01 Notices. Any notice required or permitted to be given under or in 
connection with this Agreement, the Security Instruments ( except as may otherwise be expressly 
required therein) or the Note shall be in writing and shall be mailed by first class or express mail, 
postage prepaid, or sent by telex, telegram, telecopy or other similar form of rapid transmission 
confirmed by mailing (by first class or express mail, postage prepaid) written confirmation at 
substantially the same time as such rapid transmission, or personally delivered to an officer of 
the receiving party. All such communications shall be mailed, sent or delivered, 

(a) Ifto the Borrower, to its address shown at the beginning of this Agreement, or to 
such other address or to such individual's or department's attention as it may have furnished the 
Lender in writing; or 
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(b) Ifto the Lender, to its address shown at the beginning of this Agreement, or to 
such other address or to such individual's or department's attention as it may have furnished to 
the Borrower in writing. 

Any communication so addressed and mailed shall be deemed to be given within 48 
hours of when so mailed; any notice so sent by rapid transmission shall be deemed to be given 
when receipt of such transmission is acknowledged; and any communication so delivered in 
person shall be deemed to be given when receipted for by, or actually received by, an authorized 
officer of the Borrower or the Lender, as the case may be. 

Section 8.02 Amendments and Waivers. Any provision of this Agreement, the Security 
Instruments or the Note may be amended or waived if, but only if, such amendment or waiver is 
in writing and is signed by the Borrower (and/or any other Person which is a part to any Security 
Instrument being amended or with respect to which a waiver is being obtained) and the Lender. 

Section 8.03 Invalidity. In the event that any one or more of the provisions contained 
in the Note, this Agreement or any Security Instrument shall, for any reason, be held invalid, 
illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall not 
affect any other provision of the Note, this Agreement or any Security Instrument. 

Section 8.04 Survival of Agreements. All representations and warranties of the 
Borrower herein or in the Security Instruments, and all covenants and agreements herein not 
fully performed before the effective date or dates of this Agreement and of the Security 
Instruments, shall survive such date or dates. 

Section 8.05 Successors and Assigns. The Note, this Agreement and the Security 
Instruments shall be binding upon and inure to the benefit of and be enforceable by the 
respective successors and assigns of the parties hereto. The Borrower shall not, however, have 
the right to assign its rights under this Agreement or any interest herein without the prior written 
consent of the Lender. 

Section 8.06 Renewal, Extension or Rearrangement. All provisions of this Agreement 
and of any Security Instruments or other Indebtedness shall apply with equal force and effect to 
each and all Note hereinafter executed which in whole or in part represent a renewal, extension 
for any period, increase or rearrangement of any part of the Indebtedness originally represented 
by the Note or of any part of such other Indebtedness. 

Section 8.07 Waivers. No course of dealing on the part of the Lender, its officers, 
employees, consultants or agents, including but not limited to any course of dealing whereby the 
Lender does not require complete compliance with the terms, provisions and conditions hereof, 
nor any failure or delay by the Lender with respect to exercising any right, power or privilege of 
the Lender under the Note, this Agreement or any Security Instrument shall operate as a waiver 
thereof, except as otherwise provided in Section 8.02 and, without limiting the foregoing, 
provisions and conditions hereof. 
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Section 8.08 No Liability of Lender/No Third Party Benefit. 

(a) The Lender shall have no liability, obligation or responsibility whatsoever with 
respect to the Borrower's business, the Secured Property. The relationship between Borrower 
and Lender is, and shall at all times remain, solely that of Borrower and Lender, and Lender 
neither undertakes nor assumes any responsibility or duty to Borrower to select, review, inspect, 
supervise, pass judgment upon or inform Borrower with regard to the conduct and operation of 
the Borrower's business. Lender owes no duty of care to protect the Borrower against negligent, 
fault, inadequate, or defective actions or for any loss or damage of any kind to any persons or 
property. Borrower shall keep Lender free and harmless from any and all liability, loss, or 
damage arising under this agreement. Nothing herein is intended to create any partnership or 
joint venture between Lender and Borrower. 

(b) No member, official, or employee of the Lender shall be personally liable to the 
Borrower or any successor in interest in the event of any default by the Lender or for any amount 
which may become due to the Borrower or its successors or on any obligation under the terms of 
this Agreement. 

( c) The Lender shall have the right from time to time to waive any of the terms of this 
Agreement without prejudice to its right to require strict compliance in the future, and no Person 
shall be a third party beneficiary of this Agreement or be entitled to require or rely upon the 
Lender's enforcement of this Agreement. Nothing, including but not limited to any 
disbursement of loan proceeds or acceptance hereunder of any document or instrument, shall be 
construed as a representation or warranty, express or implied, to any party by the Lender. 

(c) This Agreement, the Note and the Security Instruments are made and entered into 
for the sole protection and benefit of Lender and Borrower, and no other person or persons shall 
have any right of action herein, or right to funds at any time available under this Agreement. 

Section 8.09 Cumulative Rights. All rights and remedies of the Lender under the Note, 
this Agreement and each Security Instrument shall be cumulative, and the exercise or partial 
exercise of any such right or remedy shall not preclude the exercise of any other right or remedy. 

Section 8.10 Singular and Plural. Words used herein in the singular, where the context 
so permits, shall be deemed to include the plural and vice versa. The definitions of words in the 
singular herein shall apply to such words when used in the plural where the context so permits 
and vice versa. 

Section 8.11 Construction. This Agreement is, and the Note and Security Instruments 
will be, a contract made under and shall be construed in accordance with and governed by the 
laws of the United States of America and the State of North Dakota, as such laws are now in 
effect and, with respect to usury laws, if any, applicable to the Lender and to the extent allowed 
thereby, as such laws may hereafter be in effect which allow a higher maximum non-usurious 
interest rate than such laws now allow. 
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Section 8.12 References The words "herein," hereof," "hereunder" and other words of 
similar import when used in this Agreement refer to this Agreement as a whole, and not to any 
particular article, section or subsection. Any reference herein to an Article, Section or 
Subsection shall be deemed to refer to the applicable Article, Section or Subsection of this 
Agreement unless otherwise stated herein. Any reference herein to an exhibit shall be deemed to 
refer to the applicable exhibit attached hereto unless otherwise stated herein. 

Section 8.13 Taxes, etc. Any taxes (excluding income taxes) payable or rules payable 
by federal or state authority in respect of the Note, this Agreement or the Security Instruments 
shall be paid by the Borrower, together with interest and penalties, if any. 

Section 8.14 Governmental Regulation. Anything contained in this Agreement to the 
contrary notwithstanding, the Lender shall not be obligated to extend credit to the Borrower in an 
amount in violation of any limitation or prohibition provided by any applicable statute or 
regulation. 

Section 8.15 Exhibits. The exhibits attached to this Agreement are incorporated herein 
and shall be considered a part of this Agreement for the purposes stated herein, except that in the 
event of any conflict between any of the provisions of such exhibits and the provisions of this 
Agreement, the provisions of this Agreement shall prevail. 

Section 8.16 Titles of Articles, Sections and Subsections. All titles or headings to 
articles, sections, subsections or other divisions of this Agreement or exhibits hereto are only for 
the convenience of the parties and shall not be construed to have any effect or meaning with 
respect to the other content of such articles, sections, subsections or other divisions, such other 
content being controlling as to the agreement between the parties hereto. 

Section 8.17 Satisfaction Requirement. If any agreement, certificate, instrument or 
other writing, or any action taken or to be taken, is by the terms of this Agreement required to be 
satisfactory to any party, the determination of such satisfaction shall be made by such party in its 
sole and exclusive judgment exercised in good faith. 

Section 8.18 Time of Essence. Time is of the essence in this Agreement, the Note and 
the Security Instruments. 

Section 8.19 Entire Agreement. This written Agreement, the Note, and the Security 
Instruments represent the final agreement between the parties and may not be contradicted by 
evidence of prior, contemporaneous or subsequent oral agreements of the parties. There are not 
unwritten oral agreements between the parties. 

IN WITNESSS WHEREOF, the parties hereto have caused this instrument to be duly 
executed as of the date first above written. 
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STATE OF MUJ_) ':\01\L ) 
) 
) 

This document was acknowledged before me this ~ day of August , 2022, by 
Joerg Schamuhn as the Chief Executive Officer of Airial Roboti ~ Inc., on behalf of said entity. 

EMMA DIETRICH SPECTOR 
NOTARY PUBLIC-STATE OF NEW YORK 

No. 01 SP6425811 
Qualified in Onondaga County 

My Commission Expires 11-29-2025 

~ 1:1 Zz., 

STATE OF NORTH DAKOTA ) 
) 

COUNTY OF GRAND FORKS ) 

This document was ~cknowledged before me this ~.,.1,. day of &6ttfN\be, , 2022, by 
l4Mf'tfu ~t\A as the \lic.t ~u,idtll+ of the Grand Forksrowth Fund, on behalf 

of said entity. ~ 

AN==ON Notary Public for the State of North Dakota 
S..dtt of North Dakota , 

j My Com111i-.. ,(,. i £,.r,i, ::s Nov. 7, 2025 , 
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ST ATE OF NEW YORK, COUNTY OF ONONDAGA, ss: 
I, Lisa Dell, County Clerk and Clerk of the Supreme Co. a County, a Court of 

Recording having by law a seal, DO HEREBY CERTIFY that ' -,r whose name is 
subscribed to the deposition, certificate of acknowledgment or proof of the annexed instru ent, was at the time of taking the 
same a NOTARY PUBLIC in and for the State of New York, duly commissioned and sworn and qualified to act as such 
throughout the State of New York; that pursuant to law a commission, or a certificate of his appointment and qualifications, 
and his autograph signature, have been filed in my office; that as such Notary Public he was duly authorized by the laws of the 
State of New York to administer oaths and affirmations, to receive and certify the acknowledgment or proofs of deeds, 
mortgages, powers of attorney and other written instruments for lands, tenements and hereditaments to be read in evidence or 
recorded in this State, to protest notes and take and certify affidavits and depositions; and that I am well acquainted with the 
handwriting of such Notary Public, or have compared the signature on the annexed instrument with his autograph signature 
deposited in my office, and believe that the signature is genuine. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal this1fJ day of et4~U~2022. 
County Clerk 

Brittni Harper 
Deputy County Clerk 













































From: Jörg Schamuhn
To: Conlon, Andrew
Cc: Keith Lund; Richards, Meredith; cmc@airialuav.com
Subject: Re: Checking In
Date: Friday, June 16, 2023 12:52:50 AM

Hey Andy,

I like to thank you very much for your support. I have a bit of an update for ou which indicates
that we have a good chance to turn the ship.
First of all our team of engineers including Neil from Grand Forks is very focussed working
on the design of the generation 2 aircraft. This has gone far and we put all energy behind the
project in order to start flying also in Grand Forks later this year.
The current activities are self funded by Clive Coote, who through his company Lodge Flying
ist one of the shareholders of the AIRIAL ROBOTICS GmbH. It demonstrates the
commitment we have to overcome the trouble we are facing with th4e Chineses shareholders.

On Tuesday we had a meeting with Deutsche Bahn. This is the German rail system. They are
highly interested in our solution. The meeting was about funding the restart of our activities
with a new company in Germany. The outcome was very promising. They are now working in
an investment offer. Should we be able to close on it we will be able to reactivate also the US
company and move on.

We are also talking to two other potential investors to find a solution. Overall we are on a
good path. We will keep you updated on a regular basis. Thank you very much.

Best regards
Joerg

Am 14.06.2023 um 21:06 schrieb Conlon, Andrew
<AConlon@grandforksgov.com>:

Hi Joerg,
Thanks for the thorough update. I’m sorry to hear of the extraordinary
circumstances and hope you’re able to reach a satisfactory resolution quickly. I
also note that the bottom of your email indicates the information you’ve
shared as being confidential. In light of that, and given the state of flux things
currently are in, we will not intend to bring forward an update on this matter
to the Growth Fund’s June meeting.  Please keep us updated regularly as the
path forward becomes clearer so we can work together with you and stay on
the same page so that we are better prepared to bring forward a substantive
update when things become clearer.
 
We hope you’re able to resolve these issues quickly and as smoothly as
possible. We wish you luck in doing so and look forward to welcoming you to
the HIVE when the time comes. Thank you and stay in touch.
 
ANDY CONLON
Senior Community Development Planner



City of Grand Forks
701-746-2642
aconlon@grandforksgov.com
 
 
 
From: Jörg Schamuhn <joerg@airialrobotics.com> 
Sent: Monday, June 5, 2023 11:17 AM
To: Conlon, Andrew <AConlon@grandforksgov.com>
Cc: Richards, Meredith <MRichards@grandforksgov.com>; Keith Lund
<keithl@grandforks.org>; cmc@airialuav.com
Subject: Re: Checking In
 
Hey Andy,
 
Thank you for reaching out. Your information is correct. Airial Robotics GmbH was
pushed into trouble by our two Chinese shareholders, their director from Hungary and
a Hungarian US lawyer friend of one of the Chinese shareholders. There has been an
intense legal battle over the last four month between the Chinese front and us as
European shareholders (one German and one UK) to keep the company alive and in
operation and to especially protect the IP that had been developed with the
investment that the State of North Dakota and the Community fund from Grand Forks
made.
 
The Airial Robotics GmbH, which owns the Airial Robotics Inc , was put under
preliminary administration to protect first of all the IP and the two managing directors.
It was necessary as the Chinese made an attempt to unrightfully take the IP away. The
status of the reorganization is that the formal administration proceedings were
ordered by the registration court on Friday. So we, my UK partner and I are working
with the administrator on a concept how to use the assets of the Airial Robotics GmbH
properly and synchronized with the German law to bring the product finally to market. 
 
You may understand that this is a huge effort. Trials to get to grips with the Chinese
shareholders all failed. Their only interest is to run away with the IP and to eliminate
AR.
 
I mentioned that the Airial Robotics Inc is a 100% daughter company of the Airial
Robotics GmbH. She is an active asset of the German company. My partner in the UK
and I feel very much responsible for the funds given to Airial Robotics GmbH to come
to market in Grand Forks. In order to keep the door open we froze Airial Robotics Inc.
Unfortunately we had to lay off all employees and make sure it had no expenses. We
paid all outstanding salaries and cost outside of the loans from our private pocket not
to push anybody into trouble. Our plan is to reactivate the Inc once we are ready
organizing our restart.
 
A strong indication for you might be that we contracted from our UK company Neil, a



former employee from Grand Forks, as a project manager to continue our work with
him and the area. It indicates that we have a very strong interest to reactivate our
activities in Grand Forks.
 
Presently we are planning a restart of a German entity. The potential name will be airial
Gyrobotix. In the last two month we already worked on a design upgrade to our
existing product. We were asked by multiple customers to keep the idea alive and
relevant in the market. We are looking for funding for setting up this company and
should have a result by the end of June. 
 
Once this restart will be clear we will reactivate the operation in the Inc. We will
rename it, employ staff and develop business within it. And we will do it in North
Dakota and Grand Forks. Clive, my UK partner, and I will do our utmost to protect your
investment. We feel very much responsible to give it back as we can although the
miserable situation was fully out of our control.
 
We also would love to be a member of HIVE. We need a hub in the US. But we cannot
enter it right now as the Inc should not have expenses at this moment in time. Maybe
there is a way to wait for us until July so that we can become a member of this
awesome community.
 
I am very sorry, that this are not the best news. Again we feel responsible and we do
what we can to recover the ground that we lost in the last few month. We are very
happy to explain additional details as needed also in a conference call if needed.
 
Best regards
Joerg

Am 05.06.2023 um 17:27 schrieb Conlon, Andrew
<AConlon@grandforksgov.com>:
 
Good morning Joerg,
I’m reaching out regarding your plans for The HIVE as well as your
Accelerate loan with the Grand Forks Growth Fund. As I
understand things, Airial Robotics is no longer planning to become
a member of The HIVE at this time and may be undergoing some
form of reorganization. I’m wondering if that is correct and, if so,
what the nature of that reorganization is so we can modify the
existing Accelerate loan as necessary. Could you please provide
me with an update as to where things stand and your plans
moving forward so I can better understand whether any
modifications to the loan are needed? Thank you!
 
ANDY CONLON
Senior Community Development Planner
City of Grand Forks



701-746-2642
aconlon@grandforksgov.com
 

Disclaimer
The information contained in this communication from the sender is confidential.
It is intended solely for use by the recipient and others authorized to receive it.
If you are not the recipient, you are hereby notified that any disclosure,
copying, distribution or taking action in relation of the contents of this
information is strictly prohibited and may be unlawful.

This email has been scanned for viruses and malware, and has been
automatically archived by Mimecast.

 

Disclaimer

The information contained in this communication from the sender is confidential. It is intended
solely for use by the recipient and others authorized to receive it. If you are not the recipient,
you are hereby notified that any disclosure, copying, distribution or taking action in relation of
the contents of this information is strictly prohibited and may be unlawful.

This email has been scanned for viruses and malware, and has been automatically archived by
Mimecast.



From: joerg@airialrobotics.com
To: Conlon, Andrew
Subject: Company out of business
Date: Thursday, October 30, 2025 3:04:53 PM

Company out of business




