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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  

FORM 10-Q  
(Mark One)  

For the Quarterly Period Ended September 30, 2009 

For the Transition Period from                      to                     . 

Commission File No. 001-32632  

  

UROPLASTY, INC.  
(Exact name of registrant as specified in its Charter) 

5420 Feltl Road 
Minnetonka, Minnesota, 55343 

(Address of principal executive offices) 

(952) 426-6140 
(Registrant’s telephone number, including area code) 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act 
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been 
subject to such filing requirements for the past 90 days. YES � NO �  

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data 
File required to be submitted and posted pursuant to Rule 405 of Regulation S. YES � NO �  

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting 
company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange 
Act. (Check one):  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act) YES � NO �  

As of October 31, 2009 the registrant had 14,946,540 shares of common stock outstanding.  

 

 

   

�  Quarterly Report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934

   

�  Transition Report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934

 
Minnesota, U.S.A.  41-1719250

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

       

Large Accelerated Filer �  Accelerated Filer �  Non-Accelerated Filer   � 
(Do not check if a smaller reporting company)

 Smaller Reporting Company � 
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PART I. FINANCIAL INFORMATION  

UROPLASTY, INC. AND SUBSIDIARIES  

CONDENSED CONSOLIDATED BALANCE SHEETS  

See accompanying notes to the condensed consolidated financial statements.  

Page 3

ITEM 1. FINANCIAL STATEMENTS

         
  September 30, 2009 March 31, 2009
  (unaudited)  

Assets         
     

Current assets:    
Cash and cash equivalents  $ 1,792,867 $ 3,276,299
Short-term investments   4,000,000 4,500,000
Accounts receivable, net   1,196,518 1,214,049
Inventories   486,269 495,751
Other   326,278   279,898 

   
 
  

 
 

Total current assets   7,801,932 9,765,997
     

Property, plant, and equipment, net   1,389,493 1,401,229
          

Intangible assets, net   2,955,332 3,378,648
     

Prepaid pension asset   86,687 66,130
     

Deferred tax assets   79,367 68,793
        

     
Total assets  $ 12,312,811 $ 14,680,797
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UROPLASTY, INC. AND SUBSIDIARIES 
 

CONDENSED CONSOLIDATED BALANCE SHEETS  

See accompanying notes to the condensed consolidated financial statements.  

Page 4  

    
  September 30, 2009  March 31, 2009 
  (unaudited)    
Liabilities and Shareholders’ Equity    
     

Current liabilities:         
Current portion — deferred rent  $ 35,000 $ 35,000
Accounts payable   431,016 604,593
Income tax payable   — 56,785
Accrued liabilities:    

Compensation   665,441 983,052
Other   237,277 248,568

     
 
 

     
Total current liabilities   1,368,734 1,927,998

     
Deferred rent — less current portion   130,114 147,576
Accrued pension liability   283,008   296,646 

     
 
 

     
Total liabilities   1,781,856 2,372,220

       

     
Commitments and Contingencies   — —

     
Shareholders’ equity:    

Common stock $.01 par value; 40,000,000 shares authorized, 14,946,540 shares issued and 
outstanding at September 30 and March 31, 2009   149,465   149,465 

Additional paid-in capital   36,055,081 35,763,619
Accumulated deficit   (25,653,784) (23,413,350)
Accumulated other comprehensive loss   (19,807) (191,157)

       

     
Total shareholders’ equity   10,530,955   12,308,577 

     
 
 

     
Total liabilities and shareholders’ equity  $ 12,312,811 $ 14,680,797
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UROPLASTY, INC. AND SUBSIDIARIES 
 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
(Unaudited)  

See accompanying notes to the condensed consolidated financial statements.  

Page 5

     
  Three Months Ended   Six Months Ended  
  September 30,   September 30,  
  2009  2008  2009  2008 
Net sales  $ 2,986,475  $ 3,920,516  $ 5,812,404  $ 8,446,138 
Cost of goods sold 535,074 549,199   1,087,044 1,257,166
     

 
  

 
  

 
 

      
Gross profit 2,451,401 3,371,317   4,725,360 7,188,972
             

      
Operating expenses     

General and administrative 713,040 918,394   1,561,591 1,957,108
Research and development 435,898 327,978   963,713 733,498
Selling and marketing 1,968,054 2,505,598   4,025,342 5,125,632
Amortization   211,503   210,966   423,316   421,941 

     
 
  

 
  

 
 

  3,328,495 3,962,936   6,973,962 8,238,179
             

      
Operating loss (877,094) (591,619)  (2,248,602) (1,049,207)
     

 
  

 
  

 
 

      
Other income (expense)     

Interest income   24,230   63,542   55,629   138,656 
Interest expense (1,788) (6,750)  (9,694) (13,585)
Foreign currency exchange gain (loss) (7,365) 5,038   (14,697) (732)
Other, net 2,000 (4,687)  (183) (4,687)

             

    17,077   57,143   31,055   119,652 
     

 
  

 
  

 
 

      
Loss before income taxes (860,017) (534,476)  (2,217,547) (929,555)
      
Income tax expense   14,642   26,487   22,887   38,057 
     

 
  

 
  

 
 

      
Net loss $ (874,659) $ (560,963) $ (2,240,434) $ (967,612)
     

 

  

 

  

 

 

      
Basic and diluted loss per common share $ (0.06) $ (0.04) $ (0.15) $ (0.06)
      
Weighted average common shares outstanding:     

Basic and diluted   14,946,540   14,916,540   14,942,179   14,916,540 



BOWNE INTEGRATED TYPESETTING SYSTEM

CRC: 65216
Name: UROPLASTY           

Date: 29-OCT-2009 13:02:50.23Operator: BMN30084Phone: (612) 330-0900Site: BOWNE OF MINNESOTA

C54328.SUB, DocName: 10-Q, Doc: 1, Page: 6
Description: Form 10-Q

0/6006.00.00.00C54328BOC[E/O]
EDGAR 2 *C54328/006/6*

B
O

W
N

E
 I

N
T

E
G

R
A

T
E

D
 T

Y
PE

SE
T

T
IN

G
 S

Y
ST

E
M

C
R

C
: 6

52
16

N
am

e:
 U

R
O

PL
A

ST
Y

   
   

   
  

D
at

e:
 2

9-
O

C
T

-2
00

9 
13

:0
2:

50
.2

3
O

pe
ra

to
r:

 B
M

N
30

08
4

Ph
on

e:
 (

61
2)

 3
30

-0
90

0
Si

te
: B

O
W

N
E

 O
F 

M
IN

N
E

SO
T

A

C
54

32
8.

SU
B

, D
oc

N
am

e:
 1

0-
Q

, D
oc

: 1
, P

ag
e:

 6
D

es
cr

ip
tio

n:
 F

or
m

 1
0-

Q

0/
6

00
6.

00
.0

0.
00

C
54

32
8

B
O

C
[E

/O
]

E
D

G
A

R
 2

*
C
5
4
3
2
8
/
0
0
6
/
6
*

                    

Table of Contents 

UROPLASTY, INC. AND SUBSIDIARIES 
 

CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS’ EQUITY AND COMPREHENSIVE LOSS 
Six months ended September 30, 2009 

(Unaudited)  

See accompanying notes to the condensed consolidated financial statements.  

Page 6

                         
      Accumulated
          Additional       Other   Total  
  Common Stock   Paid-in   Accumulated   Comprehensive  Shareholders’  
  Shares   Amount   Capital   Deficit   Income (loss)   Equity  
Balance at March 31, 2009  14,946,540  $149,465 $35,763,619 $(23,413,350) $ (191,157) $12,308,577
                          
Share-based compensation  —  — 291,462 —   — 291,462
         
Comprehensive loss  —  — — (2,240,434)  171,350 (2,069,084)
                   

Balance at September 30, 2009   14,946,540  $149,465  $36,055,081  $(25,653,784) $ (19,807) $10,530,955 
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UROPLASTY, INC. AND SUBSIDIARIES 
 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Unaudited)  

See accompanying notes to the condensed consolidated financial statements.  

Page 7  

    
  Six Months Ended  
  September 30,  
  2009  2008 
Cash flows from operating activities:         

Net loss  $(2,240,434) $ (967,612)
Adjustments to reconcile net loss to net cash used in operating activities:    

Depreciation and amortization   567,238 566,949
Loss on disposal of equipment   186 4,687
Share-based consulting expense   — 36,409
Share-based compensation expense   291,462 453,592
Deferred income taxes   (3,249)  (10,164)
Deferred rent   (17,500) (17,500)
Changes in operating assets and liabilities:    

Accounts receivable   91,206 537,959
Inventories   47,499 (11,128)
Other current assets and income tax receivable   (102,998) (108,041)
Accounts payable   (185,406) (145,610)
Accrued liabilities   (348,381)  (634,851)
Accrued pension liability, net and income tax payable   (58,492) (44,772)

   
 

  
 
 

Net cash used in operating activities   (1,958,869) (340,082)
        

 
Cash flows from investing activities:    

Proceeds from sale of short-term investments   2,500,000 8,808,304
Purchase of short-term investments   (2,000,000) (7,891,373)
Purchases of property, plant and equipment   (61,334) (130,421)
Proceeds from sale of property, plant and equipment   2,000 —
   

 
  

 
 

Net cash provided by investing activities   440,666 786,510
        

          
Cash flows from financing activities:    

Repayment of debt obligations   — (455,913)
   

 
  

 
 

Net cash used in financing activities   — (455,913)
        

     
Effect of exchange rates on cash and cash equivalents   34,771 (194,967)
        

          
Net decrease in cash and cash equivalents   (1,483,432) (204,452)
     
Cash and cash equivalents at beginning of period   3,276,299 3,880,044
        

          
Cash and cash equivalents at end of period  $ 1,792,867 $ 3,675,592
   

 

  

 

 

     
Supplemental disclosure of cash flow information:         

Cash paid during the period for interest  $ 6,145 $ 13,612
Cash paid during the period for income taxes   105,877 35,474
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UROPLASTY, INC. AND SUBSIDIARIES  

Notes to the Condensed Consolidated Financial Statements 
(Unaudited)  

1. Basis of Presentation  

We have prepared our condensed consolidated financial statements included in this Form 10-Q, without audit, pursuant to the rules and 
regulations of the Securities and Exchange Commission. Certain information and footnote disclosures normally included in the consolidated 
financial statements prepared in accordance with accounting principles generally accepted in the United States of America have been 
condensed or omitted, pursuant to such rules and regulations, although we believe that our disclosures are adequate to make the information not 
misleading. The consolidated results of operations for any interim period are not necessarily indicative of results for a full year. These 
condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and related notes 
included in our Annual Report on Form 10-K for the year ended March 31, 2009.  

The condensed consolidated financial statements presented herein as of September 30, 2009 and for the three and six-month periods ended 
September 30, 2009 and 2008 reflect, in the opinion of management, all material adjustments, consisting only of normal recurring adjustments, 
necessary for a fair presentation of the consolidated financial position, results of operations and cash flows for the interim periods.  

We have identified certain accounting policies that we consider particularly important for the portrayal of our results of operations and financial 
position and which may require the application of a higher level of judgment by our management, and as a result are subject to an inherent level 
of uncertainty. These are characterized as “critical accounting policies” and address revenue recognition, accounts receivable, inventories, 
foreign currency translation and transactions, impairment of long-lived assets, share-based compensation, defined benefit pension plans and 
income taxes, each of which is described in our Annual Report on Form 10-K for the year ended March 31, 2009. Based upon our review, we 
have determined that these policies remain our most critical accounting policies for the three and six-month periods ended September 30, 2009, 
and we have made no changes to these policies during fiscal 2010.  

2. Short-term Investments  

Short-term investments consist of certificates of deposit held-to-maturity that mature within the next twelve months. Based on the short-term 
nature of these investments, their cost approximates their fair market value. We have determined that short-term investments and cash and cash 
equivalents are Level 1 inputs within the fair value hierarchy of Accounting Standards Codification (ASC 820), “Fair Value Measurements and 
Disclosures.”  

3. Accounts Receivable  

We grant credit to our customers in the normal course of business and, generally, do not require collateral or any other security to support 
amounts due. If necessary, we have an outside party assist us with performing credit and reference checks and establishing credit limits for the 
customer. Accounts outstanding longer than the contractual payment terms, are considered past due. We carry our accounts receivable at the 
original invoice amount less an estimate made for doubtful receivables based on a periodic review of all outstanding amounts. We determine 
the allowance for doubtful accounts by considering a number of factors, including the length of time accounts receivables are past due, 
customer financial condition and ability to pay the obligation, historical and expected credit loss experience, and the condition of the general 
economy and the industry as a whole. We write off accounts receivable when deemed uncollectible. We record recoveries of accounts 
receivable previously written off when received. We are not always able to timely anticipate changes in the financial condition of our 
customers and if circumstances related to these customers deteriorate, our estimates of the recoverability of accounts receivable could be 
materially affected and we may be required to record additional allowances. Alternatively, if more allowances are provided than are ultimately 
required, we may reverse a portion of such provisions in future periods based on the actual collection experience. Historically, the accounts 
receivable balances we have written off have generally been within our expectations. The allowance for doubtful accounts was $114,000 at 
September 30, 2009 and March 31, 2009.  
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4. Inventories  

Inventories are stated at the lower of cost (first-in, first-out method) or market (net realizable value). Inventories consist of the following:  

5. Intangible Assets  

Intangible Assets. Our intangible assets are comprised of patents and licensed technology which we amortize on a straight-line basis over their 
estimated useful lives or contractual terms, whichever is less.  

Estimated annual amortization for these assets for the years ending March 31, is as follows:  

6. Deferred Rent and Leasehold Improvements  

We entered into an 8-year operating lease agreement, effective May 2006, for our corporate facility in Minnesota. As part of the agreement, the 
landlord provided an incentive of $280,000 for leasehold improvements. We recorded this incentive as deferred rent and are amortizing it as a 
reduction in lease expense over the lease term in accordance to ASC 840, “Leases.” We are amortizing the leasehold improvements over the 
shorter of the asset life or the lease term.  
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  September 30, 2009  March 31, 2009 
Raw materials  $ 188,865 $ 227,054
Work-in-process   40,249 23,326
Finished goods   257,155   245,371 
   

 
  

 
 

     
   $ 486,269 $ 495,751
   

 

  

 

 

     
      Gross       
  Estimated   Carrying  Accumulated     
  Lives (Years)  Amount  Amortization   Net value  
 September 30, 2009
      

 

Patents and inventions 6 $5,472,512  $ 2,517,180 $2,955,332
      
 March 31, 2009
       

Patents and inventions 6 $5,472,512  $ 2,093,864 $3,378,648

 
Remainder of 2010 $ 422,000
2011 843,000
2012   842,000 
2013 842,000
2014 4,000
2015 and beyond 2,000
     

  
   $2,955,000 
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7. Comprehensive Loss  

Comprehensive loss consists of net loss plus accumulated translation adjustment, and pension related items as follows:  

Other accumulated comprehensive income (loss) at September 30, 2009 totalled $(19,807) and consists of $33,678 for accumulated translation 
adjustment and $(53,485) for accumulated additional pension liability.  

8. Net Loss per Common Share  

The following restricted stock, options and warrants outstanding at September 30, 2009 and 2008, to purchase shares of common stock, were 
excluded from diluted loss per common share because of their anti-dilutive effect:  

9. Credit Facilities  

Uroplasty BV, our subsidiary, has an agreement with Rabobank of The Netherlands for a €€ 500,000 (approximately $730,000) credit line. The 
bank charges interest on the loan at the rate of one percentage point over the Rabobank base interest rate (4.85% base rate on September 30, 
2009), subject to a minimum interest rate of 3.5% per annum. At September 30, 2009, we had no borrowings outstanding on this credit line.  

10. Warrants  

As of September 30, 2009, we had issued and outstanding warrants to purchase an aggregate of 2,066,928 common shares, at a weighted 
average exercise price of $3.78.  

In connection with the equity offerings of April 2005 private placement, August 2006 private placement and December 2006 follow-on 
offering, we issued five-year warrants to purchase 1,180,928, 764,500, 121,500 common shares, respectively, at exercise prices of $4.75, $2.50 
and $2.40 per share, respectively.  

11. Share-based Compensation  

As of September 30, 2009, we had one active plan (2006 Amended Stock and Incentive Plan) for share-based compensation grants. Under the 
plan, if we have a change in control, all outstanding grants, including those subject to vesting or other performance targets, fully vest 
immediately. Under this plan, we had reserved 2,700,000 shares of our common stock for share-based grants. As of September 30, 2009, we 
had remaining 1,497,500 shares available for grant. We grant option awards with an exercise price equal to the closing market price of our 
stock at the date of the grant.  
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  Three Months Ended   Six Months Ended  
  September 30,   September 30,  
  2009  2008  2009  2008 
Net loss $(874,659) $(560,963) $(2,240,434) $ (967,612)
Items of other comprehensive income (loss):     

Accumulated translation adjustment   60,116   (326,738)  176,067   (317,868)
Pension related (4,146) 11,774   (4,717) 11,795

   
 

  
 
  

 
  

 
 

      
Comprehensive loss $(818,689) $(875,927) $(2,069,084) $(1,273,685)
   

 
  

 
  

 

  

 

 

    
  Number of Restricted Range of
  Stock/Options/Warrants Exercise Prices
For the six months ended:     

September 30, 2009   4,555,928  $0.69 to $5.30
September 30, 2008   4,340,361  $1.82 to $5.30
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We account for share-based compensation costs under ASC 718, “Compensation — Stock Compensation”. We incurred a total of 
approximately $291,000 and $490,000 in share-based expense (inclusive of $0 and $36,000, respectively, for option grants to consultants) for 
the six months ended September 30, 2009 and 2008, respectively.  

We determined the fair value of our option awards using the Black-Scholes option pricing model. We used the following weighted-average 
assumptions to value the options granted during the following periods:  

The expected life selected for options granted during the quarter represents the period of time that we expect our options to be outstanding 
based on historical data of option holder exercise and termination behavior for similar grants. The risk-free interest rate for periods within the 
contractual life of the option is based on the U.S. Treasury rate over the expected life at the time of grant. Expected volatilities are based upon 
historical volatility of our stock. We estimate a forfeiture rate for stock awards of up to 14.5% based on the historical employee turnover rates.  

The following table summarizes the activity related to our stock options during the six months ended September 30, 2009:  

The aggregate intrinsic value for the outstanding options as of March 31, 2009 was zero because all the grants were out-of-money based on the 
closing price of our Company’s common stock on March 31, 2009. As of September 30, 2009, we had approximately $221,000 of 
unrecognized share-based compensation expense, net of estimated forfeitures, related to options that we expect to recognize over a weighted-
average period of 1.41 years.  

The following table summarizes the activity related to our restricted shares during the six months ended September 30, 2009:  
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  Six months Ended Six months Ended
  September 30, 2009  September 30, 2008 
   

Expected life in years   4.83 4.08
Risk-free interest rate   2.74% 3.16%
Expected volatility   94.21% 82.76%
Expected dividend yield   0 0
Weighted-average fair value  $ 0.60 $ 1.90

     
          Weighted    
      Weighted  average  Aggregate 
  Number of  average  remaining life  intrinsic 
  shares  exercise price  in years  value 
Options outstanding at March 31, 2009 2,134,500 $ 3.93   4.02 $ —
Options granted 380,000 0.83    
Options exercised   —             
Options cancelled (25,500) 3.03    
                

      
Options outstanding at September 30, 2009 2,489,000 $ 3.47   3.72 $162,550
                

      
Exercisable at September 30, 2009 2,178,328 $ 3.73   3.63 $ 78,683
                

     
      Weighted  Weighted    
      average grant  average  Aggregate 
  Number of  date fair  remaining life  intrinsic 
  Shares  value  in years  value 
  

 

Balance at March 31, 2009 14,000 $ 3.15   0.16 $ 44,100
Shares granted   —   —         
Shares vested 14,000 3.15    
Shares cancelled — —    
   

 
             

      
Balance at September 30, 2009   —   —   —   — 
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The aggregate intrinsic value represents the total pre-tax value of restricted stock that holders would have received (based on the closing price 
of our Company’s common stock on the grant date) had all restricted stock vested and if we had issued common stock to the holders on the 
grant date. As of September 30, 2009, we had no unrecognized compensation expense.  

12. Savings and Retirement Plans  

We sponsor various plans for eligible employees in the United States, the United Kingdom (UK), and The Netherlands. Our retirement savings 
plan in the United States conforms to Section 401(k) of the Internal Revenue Code and participation is available to substantially all employees. 
We may also make discretionary contributions ratably to all eligible employees. We made contributions to the U.S. plan of $68,000 and $0 for 
the six months ended September 30, 2009 and 2008, respectively.  

Our international subsidiaries have defined benefit retirement plans for eligible employees. These plans provide benefits based on the 
employee’s years of service and compensation during the years immediately preceding retirement, termination, disability, or death, as defined 
in the plans. We froze the UK subsidiary’s defined benefit plan on December 31, 2004. On March 10, 2005, we established a defined 
contribution plan for the UK subsidiary. As of April 1, 2005 we closed The Netherlands subsidiary’s defined benefit retirement plan for new 
employees and established for them a defined contribution plan.  

The cost for our defined benefit retirement plans in The Netherlands and the United Kingdom includes the following components for the three 
and six-month periods ended September 30, 2009 and 2008:  

Major assumptions used in the above calculations include:  

The United Kingdom pension plan is in an over funded position and its funded status is shown as a prepaid pension asset. The Netherlands 
pension plan is in an under funded position and its funded status is shown as accrued pension liability.  

We made aggregate contributions of approximately $146,000 and $144,000, respectively, during the six months ended September 30, 2009 and 
2008 to the two defined plans.  

13. Foreign Currency Translation  

We translate all assets and liabilities using period-end exchange rates. We translate statements of operations items using average exchange rates 
for the period. We record the resulting translation adjustment within accumulated other comprehensive loss, a separate component of 
shareholders’ equity. We recognize foreign currency transaction gains and losses in our consolidated statements of operations, including 
unrealized gains and losses on short-term intercompany obligations using period-end exchange rates. We recognize unrealized gains and losses 
on long-term intercompany obligations within accumulated other comprehensive loss, a separate component of shareholders’ equity.  

Page 12

     
  Three Months Ended   Six Months Ended  
  September 30,   September 30,  
  2009  2008  2009  2008 
Gross service cost $ 16,179 $ 17,494  $ 31,586 $ 35,657
Interest cost 23,614 24,778   46,053 50,518
Expected return on assets 1,306 4,187   2,609 8,520
Amortization   (113)   1,044   (221)   2,127 
   

 
  

 
  

 
  

 
 

      
Net periodic retirement cost $ 40,986 $ 47,503  $ 80,027 $ 96,822
         

 

  

 

 

    
  Six months Ended  
  September 30,  
  2009  2008 
Discount rate   6.60-6.70% 6.10-6.70%
Expected return on assets   5.00-6.60% 5.00-6.10%
Expected rate of increase in future compensation:         

General   3% 3%
Individual   0-3% 0-3%
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We recognize exchange gains and losses primarily as a result of fluctuations in currency rates between the U.S. dollar (the functional reporting 
currency) and the Euro and British pound (currencies of our subsidiaries), as well as their effect on the dollar denominated intercompany 
obligations between us and our foreign subsidiaries. All intercompany balances are revolving in nature and we do not deem them to be long-
term balances. For the three months ended September 30, 2009 and 2008, we recognized foreign currency exchange gain (loss) of $(7,365) and 
$5,038, respectively. For the six months ended September 30, 2009 and 2008, we recognized foreign currency exchange loss of $14,697 and 
$732, respectively.  

14. Business Segment Information  

ASC 280, “Segment Reporting,” establishes disclosure standards for segments of a company based on management’s approach to defining 
operating segments. In accordance with the objective and basic principles of the standard we aggregate our operating segments into one 
reportable segment.  

Information regarding our geographic operations for the three- and six-month periods ended September 30, 2009 and 2008 is as follows:  

Accounting policies of the operations in the various geographic areas are the same as those described in Note 1. Sales attributed to each 
geographic area are net of intercompany sales. No single customer represents 10% or more of our consolidated net sales. Long-lived assets 
consist of property and equipment, intangible assets and certain other assets.  

15. Income Tax Expense  

During the three months ended September 30, 2009 and 2008, we recorded income tax expense of approximately $15,000 and $26,000, 
respectively. During the six months ended September 30, 2009 and 2008, we recorded income tax expense of approximately $23,000 and 
$38,000, respectively. The income tax expense we recorded is attributed primarily to our operations in The Netherlands. We cannot use our 
U.S. net operating loss carry forwards to offset taxable income in foreign jurisdictions.  

Effective April 1, 2007, we adopted ASC 740, “Income Taxes”, which prescribes a recognition threshold and a measurement attribute for 
financial statement recognition of tax positions we take or expect to take in a tax return. It is management’s responsibility to determine whether 
it is “more-likely-than-not” that a taxing authority will sustain a tax position upon examination, including resolution of any related appeals or 
litigation processes, based on the technical merits of the position. At adoption on April 1, 2007, we had no unrecognized tax benefits which 
needed adjustment. We reviewed all income tax positions taken or that we expect to take for all open tax years and determined that our income 
tax positions are appropriately  
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  United  The  United   
  States  Netherlands  Kingdom  Consolidated

Three months ended September 30, 2009     
 
Sales to customers $1,503,716 $1,054,748  $ 428,011 $2,986,475
 
Six months ended September 30, 2009     
 
Sales to customers $2,963,454 $2,065,238  $ 783,712 $5,812,404
 
Long-lived assets at September 30, 2009   3,581,315   759,444   90,753   4,431,512 
 
Three months ended September 30, 2008     
 
Sales to customers $2,218,587 $1,179,408  $ 522,521 $3,920,516
 
Six months ended September 30, 2008     
 
Sales to customers $4,431,684 $2,905,437  $1,109,017 $8,446,138
 
Long-lived assets at September 30, 2008 4,550,692 772,626   38,714 5,362,032
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stated and supported for all open years. Accordingly, adoption of ASC 740 did not have a significant effect on our consolidated financial 
statements.  

Under our accounting policies we would recognize interest and penalties accrued on unrecognized tax benefits as well as interest received from 
favorable tax settlements within income tax expense. At the adoption date of April 1, 2007, we recognized no interest or penalties related to 
uncertain tax positions. As of September 30, 2009, we recorded no accrued interest or penalties related to uncertain tax positions.  

The fiscal tax years 2005 through 2008 remain open to examination by the Internal Revenue Service and various state taxing jurisdictions to 
which we are subject. In addition, we are subject to examination by certain foreign taxing authorities for which the fiscal years 2007 through 
2009 remain open for examination.  

16. Recently Issued Accounting Standards  

In August 2009, the FASB issued Accounting Standards Update No. 2009-05, “Measuring Liabilities at Fair Value” (ASU 2009-05). This 
Standards Update provides amendments to ASC Topic 820, “Fair Value Measurements and Disclosure” for the fair value measurement of 
liabilities when a quoted price in an active market is not available. ASU 2009-05 is effective for reporting periods beginning after August 28, 
2009. This ASU is effective for our third quarter of our fiscal 2010 ending December 31, 2009. The adoption is not expected to have an impact 
on our financial position or results of operations.  

In June 2009, the FASB issued SFAS No. 168, “The FASB Accounting Codification and the Hierarchy of Generally Accepted Accounting 
Principles.” SFAS 168 replaced FASB Statement No. 162, “The Hierarchy of Generally Accepted Accounting Principles,” and establishes the 
FASB Accounting Standards Codification TM (Codification) as the source of authoritative accounting principles recognized by the FASB to be 
applied by nongovernmental entities in the preparation of financial statements in conformity with generally accepted accounting principles 
(GAAP). SFAS 168 was effective for interim and annual periods ending after September 15, 2009. We are now using the new Codification 
when referring to GAAP in our interim financial statements for the period ended September 30, 2009. The adoption did not have an impact on 
our financial position or results of operations.  

In May 2009, the FASB issued ASC 855, “Subsequent Events.” This Statement incorporates guidance into accounting literature that was 
previously addressed only in auditing standards. The statement refers to subsequent events that provide additional evidence about conditions 
that existed at the balance-sheet date as “recognized subsequent events.” Subsequent events which provide evidence about conditions that arose 
after the balance sheet date but prior to the issuance of the financial statements are referred to as ‘non-recognized subsequent events.” It also 
requires companies to disclose the date through which subsequent events have been evaluated and whether this date is the date the financial 
statements were issued or the date the financial statements were available to be issued. We adopted this standard effective April 1, 2009 — see 
Note 17.  

In December 2008, the FASB issued additional guidance on an employer’s disclosures about plan assets of a defined benefit pension or other 
postretirement plan. The requirements, effective for fiscal years beginning after December 15, 2009, pertain only to the disclosures and do not 
affect the accounting for defined benefit pensions or other postretirement plans. We do not anticipate adoption of the new guidance to have an 
impact on our financial position or results of operations.  

17. Subsequent events  

We evaluated all subsequent events through November 2, 2009, the filing date of this Form 10-Q with the Securities and Exchange 
Commission, to ensure that this Form 10-Q includes appropriate disclosure of events both recognized in the financial statements as of 
September 30, 2009, and events which occurred subsequent to September 30, 2009 but were not recognized in the financial statements. As of 
November 2, 2009, we had no subsequent events which required recognition in the financial statements.  

On October 30, 2009 we entered into a one-year business loan agreement with Venture Bank. The agreement provides for a credit line of up to 
$2 million secured by the assets of our company. We may borrow up to 50% (to a maximum of $500,000) of the value of our eligible inventory 
on hand and 80% of the value of our eligible U.S. accounts receivable; provided, however, our total liabilities, inclusive of the amount 
borrowed, may not exceed our tangible net worth. To be eligible to borrow any amount, we must maintain a minimum tangible net worth of 
$5 million. Interest on the loan is charged at a per annum rate of the greater of 7.5% or one percentage point over the prime rate.  
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We recommend that you read this Report on Form 10-Q in conjunction with our Annual Report on Form 10-K for the year ended 
March 31, 2009.  

Forward-looking Statements  

This Form 10-Q contains “forward-looking statements” relating to projections, plans, objectives, estimates, and other statements of future 
economic performance. These forward-looking statements are subject to known and unknown risks and uncertainties relating to our future 
performance that may cause our actual results, performance, or achievements, or industry results, to differ materially from those expressed or 
implied in any such forward-looking statements. Our business operates in highly competitive markets and is subject to changes in general 
economic conditions, competition, reimbursement levels, customer and market preferences, government regulation, the impact of tax 
regulation, foreign exchange rate fluctuations, the degree of market acceptance of products, the uncertainties of potential litigation, as well as 
other risks and uncertainties detailed elsewhere herein and in our Annual Report filed on Form 10-K for the year ended March 31, 2009.  

We do not undertake, nor assume obligation, to update any forward-looking statement that we may make from time to time.  

Critical Accounting Policies  

We prepare our consolidated financial statements in accordance with U.S. generally accepted accounting principles, which require us to make 
estimates and assumptions in certain circumstances that affect amounts reported. In preparing these consolidated financial statements, we have 
made our best estimates and judgments of certain amounts, giving due consideration to materiality.  

We have identified certain accounting policies that we consider particularly important for the portrayal of our results of operations and financial 
position and which may require the application of a higher level of judgment by our management, and as a result are subject to an inherent level 
of uncertainty. These are characterized as “critical accounting policies” and address revenue recognition, accounts receivable, inventories, 
foreign currency translation and transactions, impairment of long-lived assets, share-based compensation, defined benefit pension plans and 
income taxes, each of which is described in our Annual Report on Form 10-K for the year ended March 31, 2009. Based upon our review, we 
have determined that these policies remain our most critical accounting policies for the six-month period ended September 30, 2009, and we 
have made no changes to these policies during fiscal 2010.  

Overview  

We are a medical device company that develops, manufactures and markets innovative, proprietary products for the treatment of voiding 
dysfunctions. Our primary focus is on two products: our Urgent PC® system, which we believe is the only FDA-approved minimally invasive, 
office-based neuromodulation therapy for the treatment of urinary urgency, urinary frequency, and urge incontinence — symptoms often 
associated with overactive bladder (OAB); and Macroplastique®, a urethral bulking agent for the treatment of adult female stress urinary 
incontinence primarily due to intrinsic sphincter deficiency (ISD). We believe physicians prefer our products because they offer an effective 
therapy for the patient, can be administered in office-based settings and, to the extent reimbursement is in place, provide the physicians a new 
recurring revenue stream. We believe patients prefer our products because they are minimally invasive treatment alternatives that do not have 
the side effects associated with pharmaceutical treatment options nor the morbidity associated with surgery.  

Outside of the U.S., our Urgent PC is also approved for treatment of fecal incontinence, and Macroplastique is also approved for treatment of 
male stress incontinence and vesicoureteral reflux.  

Our sales performance has been greatly influenced by the sales in the U.S. of our Urgent PC system. Starting in the second half of fiscal 2009, 
sales over corresponding year-ago periods of our Urgent PC system declined and continued to do so in the first half of fiscal 2010 because of 
reimbursement-related issues, though sales have stabilized at around $1 million per quarter in each of the last two quarters. The American 
Medical Association has advised the medical community that their previously recommended “listed” CPT code for reimbursement of Urgent 
PC treatments should be replaced with an “unlisted” code. As a result, some third-party insurance carriers are now denying reimbursement 
while certain other carriers are reassessing their coverage and reimbursement policies for Urgent PC treatments. However, many other third 
party payers, under a published positive coverage policy or on a case-by-case basis, continue to provide reimbursement for Urgent PC 
treatments.  

A major part of our strategy, supported by publication of clinical studies in peer-reviewed journals in the U.S., is to obtain a listed CPT code 
for percutaneous tibial nerve stimulation, and expand third-party reimbursement coverage of Urgent PC  
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treatments in the U.S. Additionally, we continue to implement a comprehensive program designed to educate Medicare carriers and private 
payer medical directors around the country about the benefits and clinical study results of Urgent PC. The medical directors have asked for 
additional peer-reviewed publications in U.S. medical journals and to date four new articles have been published. We understand that a 
manuscript for the results of the second phase of our earlier OrBIT clinical trial is tentatively scheduled to appear in the January 2010 issue of 
The Journal of Urology® and the results of our 12-week SUmiT trial are expected to be published in the April 2010 issue of this journal.  

Our overall goal is to receive a listed CPT code in February 2010 which would become effective in January 2011. We believe the availability 
of a listed CPT code will encourage broader use of our Urgent PC. We expect that Urgent PC sales will not return to recent historical sales 
levels in the U.S. until after a new listed CPT code is assigned and payers create coverage policies that provide adequate reimbursement.  

Our results are also impacted by the steadily increasing sales in the U.S. of our Macroplastique product because of our increased sales and 
marketing focus. Sales of our Macroplastique product in the U.S., accounting for $949,000 through six months of our current fiscal year, have 
about doubled in each quarter over the corresponding year-ago quarter.  

Our net loss increased because of a decline in sales and a decline in gross margin, primarily because of lower capacity utilization, offset 
partially by a reduction in operating expenses.  

Results of Operations  

Three and six months ended September 30, 2009 compared to three and six months ended September 30, 2008  

Net Sales: During the three months ended September 30, 2009, net sales of $3.0 million represented a $0.9 million, or a 24% decrease, over net 
sales of $3.9 million for the three months ended September 30, 2008. Excluding the translation impact of fluctuations in foreign currency 
exchange rates, sales decreased by approximately 21%. During the six months ended September 30, 2009, net sales of $5.8 million represented 
a $2.6 million, or a 31% decrease, over net sales of $8.4 million for the six months ended September 30, 2008. Excluding the translation impact 
of fluctuations in foreign currency exchange rates, sales decreased by approximately 27%.  

Sales to customers in the U.S. during the three months ended September 30, 2009 totaled $1.5 million, representing a $715,000, or a 32% 
decrease, over net sales of $2.2 million for the three months ended September 30, 2008. During the six months ended September 30, 2009 sales 
to customers in the U.S. totaled $3.0 million, representing a 33% decrease, over net sales of $4.4 million for the six months ended 
September 30, 2008.  

Sales in the U.S. of our Urgent PC product, decreased 51% to $960,000 for three months ended September 30, 2009, from $2.0 million for the 
same year-ago period, and for the six months ended September 30, 2009 decreased 50% to $2.0 million from $4.0 million for the same year-
ago period. The trend in decline of our Urgent PC sales over corresponding year-ago periods began in the second half of fiscal 2009 due to 
reimbursement related issues. Sales have stabilized at around $1 million per quarter in each of the last two quarters.  

Sales in the U.S. of our Macroplastique product, increased 108% to $528,000 for three months ended September 30, 2009, from $254,000 for 
the same year-ago period, and for the six months ended September 30, 2009 increased 115% to $949,000 from $441,000 for the same year-ago 
period. Sales of our Macroplastique product have about doubled in each quarter over the corresponding year-ago quarter because of our 
increased sales and marketing focus.  

Sales to customers outside the U.S. for the three months ended September 30, 2009 and 2008 were $1.5 million and $1.7 million, respectively, 
a decrease of 13%. Excluding the translation impact of fluctuations in foreign currency exchange rates, sales decreased by approximately 5%. 
For the six months ended September 30, 2009 and 2008 sales were $2.8 million and $4.0 million, respectively, a decrease of 29%. Excluding 
the translation impact of fluctuations in foreign currency exchange rates, sales decreased by approximately 20%. The sales decrease is mainly 
attributed to increased competition from a newly-introduced product against our Macroplastique product, inventory buildup in the last fiscal 
year at one of our European distributors, the current year first fiscal quarter change of a distributor in an European country, and the 
discontinuation in the United Kingdom of our I-Stop urethral sling product which accounted for approximately $101,000 in sales for the six 
months ended September 30, 2008 and $191,000 in sales in fiscal 2009. We believe the distributor-related issues are now resolved.  

Gross Profit: Gross profit was $2.5 million and $3.4 million for the three months ended September 30, 2009 and 2008, respectively, or 82% 
and 86% of net sales in the respective periods. Gross profit was $4.7 million and $7.2 million for the six months ended September 30, 2009 and 
2008, respectively, or 81% and 85% of net sales in the respective periods. We attribute the lower gross profit percentage in the three and six 
months ended September 30, 2009 primarily to a decrease in  
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manufacturing capacity utilization as a result of the decreased sales and the negative impact of changes in the currency exchange rates from our 
foreign currency-denominated sales.  

General and Administrative Expenses (G&A): G&A expenses decreased $205,000 from $918,000 during the three months ended 
September 30, 2008 to $713,000 during the same period in 2009. Expenses decreased $395,000 from $2.0 million during the six months ended 
September 30, 2008 to $1.6 million during the same period in 2009. G&A expenses decreased primarily because of a decrease in personnel-
related costs and professional and consulting fees. We have implemented concentrated efforts to reduce expenses until reimbursement in the 
U.S. for Urgent PC recovers and the economy improves.  

Research and Development Expenses (R&D): R&D expenses increased from $328,000 during the three months ended September 30, 2008 to 
$436,000 during the same period in 2009. Expenses increased from $733,000 during the six months ended September 30, 2008 to $964,000 
during the same period in 2009. The increase is attributed primarily to an increase in spending for clinical studies. We have undertaken clinical 
studies that we anticipate may assist us in obtaining a specific “listed” CPT code that will encourage broader use of our Urgent PC. We spent 
approximately $1.3 million in fiscal 2009, have spent approximately $0.3 million in the six months ended September 30, 2009 and anticipate 
spending approximately $0.2 million in the remainder of the current fiscal year for such clinical studies.  

Selling and Marketing Expenses (S&M): S&M expenses decreased from $2.5 million during the three months ended September 30, 2008 to 
$2.0 million during the same period in 2009. Expenses decreased from $5.1 million during the six months ended September 30, 2008 to 
$4.0 million during the same period in 2009. We attribute the decrease to a $276,000 decrease in commissions due to the decrease in sales, 
$186,000 decrease in travel costs, $261,000 decrease in compensation-related costs, a $59,000 decrease in consultancy costs, mainly 
reimbursement related, and decreased cost to support our marketing activities. Although we have maintained our assembled U.S. sales force 
and redirected some of their effort to our Macroplastique product line until reimbursement for Urgent PC stabilizes, we have taken steps to 
control other sales and marketing expenses.  

Amortization of Intangibles: Amortization of intangibles was $212,000 and $211,000 for the three months ended September 30, 2009 and 
2008, respectively, and was $423,000 and $422,000 for the six months ended September 30, 2009 and 2008, respectively. In April 2007, we 
acquired from CystoMedix, Inc., certain intellectual property assets related to the Urgent PC system for $4.7 million, which we are amortizing 
over six years.  

Other Income (Expense): Other income (expense) includes interest income, interest expense, foreign currency exchange gains and losses and 
other non-operating costs when incurred. Net other income was $17,000 and $57,000 for the three months ended September 30, 2009 and 2008, 
respectively, and was $31,000 and $120,000 for the six months ended September 30, 2009 and 2008, respectively. The decline in net other 
income is attributed primarily to the decline in interest income on lower cash balance and interest rates.  

We recognize exchange gains and losses primarily as a result of fluctuations in currency rates between the U.S. dollar (the functional reporting 
currency) and the Euro and British pound (currencies of our subsidiaries), as well as their effect on the dollar denominated short-term 
intercompany obligations between us and our foreign subsidiaries. We recognized foreign currency exchange gain (loss) of $(7,000) and 
$5,000 for the three months ended September 30, 2009 and 2008, respectively, and $(15,000) and $(1,000) for the six months ended 
September 30, 2009 and 2008, respectively.  

Income Tax Expense: During the three months ended September 30, 2009 and 2008, we recorded income tax expense of $15,000 and $26,000, 
respectively, and $23,000 and 38,000 for the six months ended September, 2009 and 2008, respectively. We cannot use our U.S. net operating 
loss carry forwards to offset taxable income in foreign jurisdictions.  

Non-GAAP Financial Measures: The following table reconciles our financial results calculated in accordance with accounting principles 
generally accepted in the U.S. (GAAP) to non-GAAP financial measures that exclude non-cash charges for share-based compensation, and 
depreciation and amortization expenses from gross profit, operating expenses and operating loss. The non-GAAP financial measures used by 
management and disclosed by us are not a substitute for, or superior to, financial measures and consolidated financial results calculated in 
accordance with GAAP, and you should carefully evaluate our reconciliations to non-GAAP. We may calculate our non-GAAP financial 
measures differently from similarly titled measures used by other companies. Therefore, our non-GAAP financial measures may not be 
comparable to those used by other companies. We have described the reconciliations of each of our non-GAAP financial measures above to the 
most directly comparable GAAP financial measures.  

We use these non-GAAP financial measures, and in particular non-GAAP operating loss, for internal managerial purposes because we believe 
such measures are one important indicator of the strength and the performance of our business as they  
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provide a link to operating cash flow. We also believe that analysts and investors use such measures to evaluate the overall operating 
performance of companies in our industry, including as a means of comparing period-to-period results and as a means of evaluating our results 
with those of other companies.  

Our non-GAAP operating loss of approximately $475,000 for the three months ended September 30, 2009 was greater than the $98,000 
operating loss in same period in fiscal 2009. Our non-GAAP operating loss was approximately $1,390,000 for the six months ended 
September 30, 2009 compared to an operating income of $8,000 in same period fiscal in 2009. We attribute the increased operating loss 
primarily to the decrease in sales and a lower gross margin rate, offset partially by a decrease in cash operating expenses.  

Liquidity and Capital Resources  

Cash Flows.  

At September 30, 2009, our cash and cash equivalent and short-term investments balances totaled $5.8 million.  

At September 30, 2009, we had working capital of approximately $6.4 million. For the six months ended September 30, 2009, we used 
$2.0 million of cash in operating activities, compared to $0.3 million of cash used in the same period a year ago. We attribute the increase in 
cash used in operating activities primarily to the decrease in sales, and a decrease of the gross profit rate, offset partially by a decrease in cash 
operating expenses.  

For the six months ended September 30, 2009 we used approximately $61,000 to purchase property, plant and equipment compared with 
approximately $130,000 for the same period a year ago.  

For the six months ended September 30, 2008 we used cash in financing activities of approximately $456,000 to repay debt obligations. In the 
third quarter of fiscal 2009 we fully retired the debt and used no cash in financing activities during the six months ended September 30, 2009.  
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  Three Months Ended   Six Months Ended  
  September 30,   September 30,  
  2009  2008  2009  2008 
Gross Profit     

GAAP gross profit $2,451,401 $3,371,317  $ 4,725,360 $ 7,188,972
% of sales 82% 86%  81% 85%

Share-based compensation 4,903 8,879   18,448 25,253
Depreciation expense   14,150   13,057   28,299   25,847 

   
 
       

Non-GAAP gross profit 2,470,454 3,393,253   4,772,107 7,240,072
           

                  
Operating Expenses     

GAAP operating expenses 3,328,495 3,962,936   6,973,962 8,238,179
Share-based compensation 113,909 198,131   273,014 464,748
Depreciation expense 57,546 62,104   115,623 119,161
Amortization expense 211,503 210,966   423,316 421,941

           

Non-GAAP operating expenses 2,945,537 3,491,735   6,162,009 7,232,329
   

 
       

      
Operating Loss                 

GAAP operating loss (877,094) (591,619)   (2,248,602) (1,049,207)
Share-based compensation 118,812 207,010   291,462 490,001
Depreciation expense 71,696 75,161   143,922 145,008
Amortization expense 211,503 210,966   423,316 421,941

           

Non-GAAP operating income (loss)  $ (475,083)  $ (98,482)  $(1,389,902)  $ 7,743 
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Sources of Liquidity.  

Uroplasty BV, our subsidiary, has an agreement with Rabobank of The Netherlands for a €€ 500,000 (approximately $730,000) credit line. The 
bank charges interest on the loan at the rate of one percentage point over the Rabobank base interest rate (4.85% base rate on September 30, 
2009), subject to a minimum interest rate of 3.5% per annum. At September 30, 2009, we had no borrowings outstanding on this credit line.  

On October 30, 2009 we renewed our credit line with Venture Bank. The agreement provides for a credit line of up to $2 million secured by the 
assets of our company. We may borrow up to 50% (to a maximum of $500,000) of the value of our eligible inventory on hand and 80% of the 
value of our eligible U.S. accounts receivable; provided, however, our total liabilities, inclusive of the amount borrowed, may not exceed our 
tangible net worth. To be eligible to borrow any amount, we must maintain a minimum tangible net worth of $5 million. Interest on the loan is 
charged at a per annum rate of the greater of 7.5% or one percentage point over the prime rate.  

We believe we have sufficient liquidity to meet our needs over the next twelve months. However, we may need to raise additional financing to 
support our operations and planned growth activities in the future as we have yet to achieve profitability and generate positive cash flows. To 
achieve profitability, we must generate substantially more revenue than we have this year or in prior years. Our ability to achieve significant 
revenue growth will depend, in large part, on our ability to achieve widespread market acceptance for our products and successfully expand our 
business in the U.S., which in turn may be partially dependent upon re-establishing broad reimbursement for our Urgent PC product and 
successfully demonstrating the superiority of our Macroplastique product to clinicians. We cannot guarantee that we will be entirely successful 
in either of these pursuits. If we are unable to raise the needed funds, we may need to curtail our operations including product development, 
clinical studies and sales and marketing activities. This would adversely impact our future business and prospects. Ultimately, we will need to 
achieve profitability and generate positive cash flows from operations to meet our cash needs and grow our business.  

Commitments and Contingencies.  

We discuss our commitments and contingencies in our Annual Report on Form 10-K for the year ended March 31, 2009. There have been no 
significant changes in our commitments for capital expenditure and contractual obligations since March 31, 2009.  

We expect to continue to incur significant costs for clinical studies to support our effort to obtain a specific “listed” CPT code that we 
anticipate will encourage broader use of our Urgent PC System in the U.S. We expect that in fiscal 2010 we will spend approximately 
$0.5 million for such clinical studies. We also expect to continue to incur significant expenses to support our U.S. sales and marketing 
organization, and for regulatory activities.  

Not applicable due to our status as a “Smaller Reporting Company.”  

Disclosure Controls and Procedures.  

Under the supervision and with the participation of our management, including, our President and Chief Executive Officer and Chief Financial 
Officer, we evaluated the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e)) 
under the Securities Exchange Act of 1934 (the “Exchange Act”). Based on this evaluation, our Chief Executive Officer and Chief Financial 
Officer concluded that, as of the end of the period covered by this report, our disclosure controls and procedures are effective in ensuring that 
the information required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded, processed, summarized 
and reported within the time periods specified in applicable rules and forms and that such information is accumulated and communicated to our 
management, including our Chief Executive Officer and Chief Financial Officer, in a manner that allows timely decisions regarding required 
disclosure.  

Internal Control Over Financial Reporting.  

There were no changes in our internal control over financial reporting during the quarter ended September 30, 2009, that have materially 
affected, or are reasonably likely to materially affect, our internal control over financial reporting.  
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PART II. OTHER INFORMATION  

None.  

There have been no material changes from the risk factors set forth in our Annual Report on Form 10-K for the fiscal year ended March 31, 
2009.  

None.  

None.  

On September 15, 2009 we held our 2009 Annual Meeting. At the meeting the shareholders approved a proposal to reelect as directors Lee A. 
Jones and David B. Kaysen to three-year terms expiring on the date of our 2012 annual shareholders’ meeting. A summary of the voting is as 
follows:  

None.  

Exhibits  

10.17 Business Loan Agreement and related Promissory Note dated October 30, 2009 with Venture Bank  

31.1 Certifications by the Chief Executive Officer and the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002  

32.1 Certifications by the Chief Executive Officer and the Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
(this Exhibit is “furnished” pursuant to SEC rules, but is deemed not “filed”)  
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ITEM 1. Legal Proceedings

ITEM 1A. Risk Factors

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds.

ITEM 3. Defaults upon Senior Securities

ITEM 4. Submission of Matters to a Vote of Security Holders

      
  Votes  Votes  Votes      Broker
  For Against Withheld  Abstentions Non-Votes

Proposal 1 — Election of Directors:                     
Lee A. Jones  13,226,616 — 147,631   — —
David B. Kaysen  13,224,996 — 149,251   — —

ITEM 5. Other Information

ITEM 6. Exhibits
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SIGNATURES  

In accordance with the requirements of the Securities Exchange Act of 1934, the registrant caused this report to be signed on its behalf by the 
undersigned, thereunto duly authorized.  
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 UROPLASTY, INC.
  
Date: November 2, 2009  By: /s/ DAVID B. KAYSEN
   

 
 

   
 

 David B. Kaysen
 President and Chief Executive Officer
  
Date: November 2, 2009  By: /s/ MAHEDI A. JIWANI
   

 
 

   
 

 Mahedi A. Jiwani
 Chief Financial Officer
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Exhibit 10.17

CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL  

References in the boxes above are for Lender’s use only and do not limit the applicability of this document to any particular loan or item. 
Any item above containing “* * *” has been omitted due to text length limitations.  

I, THE UNDERSIGNED, DO HEREBY CERTIFY THAT:  

THE CORPORATION’S EXISTENCE. The complete and correct name of the Corporation is Uroplasty, Inc. (“Corporation”). The 
Corporation 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 Minnesota. The Corporation is duly authorized to transact business in all other states in which the Corporation 
is doing business, having obtained all necessary filings, governmental licenses and approvals for each state in which the Corporation is doing 
business. Specifically, the Corporation 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 adverse effect on its business or financial condition. The Corporation 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. The Corporation maintains an office at 
5420 Feltl Road, Minnetonka, MN 55343. Unless the Corporation has designated otherwise in writing, the principal office is the office at which 
the Corporation keeps its books and records. The Corporation will notify Lender prior to any change in the location of the Corporation’s state 
of organization or any change in the Corporation’s name. The Corporation 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 the Corporation and the Corporation’s business activities.  

RESOLUTIONS ADOPTED. At a meeting of the Directors of the Corporation, or if the Corporation is a close corporation having no Board 
of Directors then at a meeting of the Corporation’s shareholders, duly called and held on May 16, 2006, at which a quorum was present and 
voting, or by other duly authorized action in lieu of a meeting, the resolutions set forth in this Resolution were adopted.  

OFFICER. The following named person is an officer of Uroplasty, Inc.:  

ACTIONS AUTHORIZED. The authorized person listed above may enter into any agreements of any nature with Lender, and those 
agreements will bind the Corporation. Specifically, but without limitation, the authorized person is authorized, empowered, and directed to do 
the following for and on behalf of the Corporation:  

Borrow Money. To borrow, as a cosigner or otherwise, from time to time from Lender, on such terms as may be agreed upon between the 
Corporation and Lender, such sum or sums of money as in his or her judgment should be borrowed, without limitation.  

Execute Notes. To execute and deliver to Lender the promissory note or notes, or other evidence of the Corporation’s credit 
accommodations, on Lender’s forms, at such rates of interest and on such terms as may be agreed upon, evidencing the sums of money so 
borrowed or any of the Corporation’s indebtedness to Lender, and also to execute and deliver to Lender one or more renewals, extensions, 
modifications, refinancings, consolidations, or substitutions for one or more of the notes, any portion of the notes, or any other evidence of 
credit accommodations.  

Grant Security. To mortgage, pledge, transfer, endorse, hypothecate, or otherwise encumber and deliver to Lender any property now or 
hereafter belonging to the Corporation or in which the Corporation now or hereafter may have an interest, including without limitation all of 
the Corporation’s real property and all of the Corporation’s personal property (tangible or intangible), as security for the payment of any 
loans or credit accommodations so obtained, any promissory notes so executed (including any amendments to or modifications, renewals, 
and extensions of such promissory notes), or any other or further indebtedness of the Corporation to Lender at any time owing, however the 
same may be evidenced. Such property may be mortgaged, pledged, transferred, endorsed, hypothecated or encumbered at the time such 
loans are obtained or such indebtedness is incurred, or at any other time or times, and may be either in addition to or in lieu of any property 
theretofore mortgaged, pledged, transferred, endorsed, hypothecated or encumbered.  

Execute Security Documents. To execute and deliver to Lender the forms of mortgage, deed of trust, pledge agreement, hypothecation 
agreement, and other security agreements and financing statements which Lender may require and which shall evidence the terms and 
conditions under and pursuant to which such liens and encumbrances, or any of them, are given; and also to execute and deliver to Lender 
any other written instruments, any chattel paper, or any other collateral, of any kind or nature, which Lender may deem necessary or proper 
in connection with or pertaining to the giving of the liens and encumbrances.  

Negotiate Items. To draw, endorse, and discount with Lender all drafts, trade acceptances, promissory notes, or other evidences of 
indebtedness payable to or belonging to the Corporation or in which the Corporation may have an interest, and either to receive cash for the 
same or to cause such proceeds to be credited to the Corporation’s account with Lender, or to cause such other disposition of the proceeds 
derived therefrom as he or she may deem advisable.  

Further Acts. In the case of lines of credit, to designate additional or alternate individuals as being authorized to request advances under 
such lines, and in all cases, to do and perform such other acts and things, to pay any and all fees and costs, and to execute and deliver such 
other documents and agreements as the officer may in his or her discretion deem reasonably necessary or proper in order to carry into effect 
the provisions of this Resolution.  

ASSUMED BUSINESS NAMES. The Corporation has filed or recorded all documents or filings required by law relating to all assumed 
business names used by the Corporation. Excluding the name of the Corporation, the following is a complete list of all assumed business names 
under which the Corporation does business: None.  

NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lender’s address shown above (or such other addresses 

         
Principal  Loan Date  Maturity  Loan No Call / Coll Account  Officer Initials

$2,000,000.00 10-30-2009  11-02-2010  13664  10034

      
Corporation:  Uroplasty, Inc.  Lender: Venture Bank
    5420 Feltl Road    5601 Green Valley Drive, Suite 120
    Minnetonka, MN 55343    Bloomington, MN 55437

     
NAMES TITLES AUTHORIZED ACTUAL SIGNATURES

Mahedi A. Jiwani   CFO/Treasurer  Y  X  /s/ Mahedi A. Jiwani
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as Lender may designate from time to time) prior to any (A) change in the Corporation’s name; (B) change in the Corporation’s assumed 
business name(s); (C) change in the management of the Corporation; (D) change in the authorized signer(s); (E) change in the Corporation’s 
principal office address; (F) change in the Corporation’s state of organization; (G) conversion of the Corporation to a new or different type of 
business entity; or (H) change in any other aspect of the Corporation that directly or indirectly relates to any agreements between the 
Corporation and Lender. No change in the Corporation’s name or state of organization will take effect until after Lender has received notice.  
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CORPORATE RESOLUTION TO BORROW / GRANT COLLATERAL  

CERTIFICATION CONCERNING OFFICERS AND RESOLUTIONS. The officer named above is duly elected, appointed, or employed 
by or for the Corporation, as the case may be, and occupies the position set opposite his or her respective name. This Resolution now stands of 
record on the books of the Corporation, is in full force and effect, and has not been modified or revoked in any manner whatsoever.  

NO CORPORATE SEAL. The Corporation has no corporate seal, and therefore, no seal is affixed to this Resolution.  

CONTINUING VALIDITY. Any and all acts authorized pursuant to this Resolution and performed prior to the passage of this Resolution are 
hereby ratified and approved. This Resolution shall be continuing, shall remain in full force and effect and Lender may rely on it until written 
notice of its revocation shall have been delivered to and received by Lender at Lender’s address shown above (or such addresses as Lender may 
designate from time to time). Any such notice shall not affect any of the Corporation’s agreements or commitments in effect at the time notice 
is given.  

IN TESTIMONY WHEREOF, I have hereunto set my hand and attest that the signature set opposite the name listed above is his or 
her genuine signature.  

I have read all the provisions of this Resolution, and I personally and on behalf of the Corporation certify that all statements and 
representations made in this Resolution are true and correct. This Corporate Resolution to Borrow / Grant Collateral is dated 
October 30, 2009.  

NOTE: If the officer signing this Resolution is designated by the foregoing document as one of the officers authorized to act on the 
Corporation’s behalf, it is advisable to have this Resolution signed by at least one non-authorized officer of the Corporation.  

LASER PRO Lending, Ver. 5.46.00.003 Copr. Harland Financial Solutions, Inc. 1997, 2009. All Rights Reserved.  
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 CERTIFIED TO AND ATTESTED BY:
  
   X /s/ Mahedi A. Jiwani
   

 
 

  

   Mahedi A. Jiwani, CFO/Treasurer of Uroplasty, Inc.
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PROMISSORY NOTE  

References in the boxes above are for Lender’s use only and do not limit the applicability of this document to any particular loan or item. 
Any item above containing “* * *” has been omitted due to text length limitations.  

Principal Amount: $2,000,000.00                                                                                                           Date of Note: October 30, 2009  

PROMISE TO PAY. Uroplasty, Inc. (“Borrower”) promises to pay to Venture Bank (“Lender”), or order, in lawful money of the 
United States of America, the principal amount of Two Million & 00/100 Dollars ($2,000,000.00) or so much as may be outstanding, 
together with interest on the unpaid outstanding principal balance of each advance. Interest shall be calculated from the date of each 
advance until repayment of each advance.  

PAYMENT. Borrower will pay this loan in one payment of all outstanding principal plus all accrued unpaid interest on November 2, 
2010. In addition, Borrower will pay regular monthly payments of all accrued unpaid interest due as of each payment date, beginning 
December 2, 2009, with all subsequent interest payments to be due on the same day of each month after that. Unless otherwise agreed 
or required by applicable law, payments will be applied first to any accrued unpaid interest; then to principal; then to any unpaid 
collection costs; and then to any late charges. Borrower will pay Lender at Lender’s address shown above or at such other place as 
Lender may designate in writing.  

VARIABLE INTEREST RATE. The interest rate on this Note is subject to change from time to time based on changes in an independent 
index which is the Prime rate of interest as published each business day in the money rates section of The Wall Street Journal (the “Index”). 
The Index is not necessarily the lowest rate charged by Lender on its loans. If the Index becomes unavailable during the term of this loan, 
Lender may designate a substitute index after notifying Borrower. 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 on the unpaid principal balance of this Note will be calculated as described in the 
“INTEREST CALCULATION METHOD” paragraph using a rate of 1.000 percentage point over the Index, adjusted if necessary for any 
minimum and maximum rate limitations described below, resulting in an initial rate of 7.500% per annum based on a year of 360 days. 
NOTICE: Under no circumstances will the interest rate on this Note be less than 7.500% per annum or more than the maximum rate allowed by 
applicable law.  

INTEREST CALCULATION METHOD. Interest on this Note is computed on a 365/360 basis; that is, by applying the ratio of the 
interest rate over a year of 360 days, multiplied by the outstanding principal balance, multiplied by the actual number of days the 
principal balance is outstanding. All interest payable under this Note is computed using this method. This calculation method results in 
a higher effective interest rate than the numeric interest rate stated in this Note.  

PREPAYMENT. Borrower agrees that all loan fees and other prepaid finance charges are earned fully 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), except as otherwise required by law. Except for the 
foregoing, Borrower may pay without penalty all or a portion of the amount owed earlier than it is due. 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. Rather, early 
payments will reduce the principal balance due. Borrower agrees not to send Lender payments marked “paid in full”, “without recourse”, or 
similar language. If Borrower sends such a payment, Lender may accept it without losing any of Lender’s rights under this Note, and Borrower 
will remain obligated to pay any further amount owed to Lender. All written communications concerning disputed amounts, including any 
check or other payment instrument that indicates that the payment constitutes “payment in full” of the amount owed or that is tendered with 
other conditions or limitations or as full satisfaction of a disputed amount must be mailed or delivered to: Venture Bank, 5601 Green Valley 
Drive Bloomington, MN 55437.  

LATE CHARGE. If a payment is 10 days or more late, Borrower will be charged 5.000% of the unpaid portion of the regularly scheduled 
payment or $50.00, whichever is greater.  

INTEREST AFTER DEFAULT. Upon default, including failure to pay upon final maturity, the interest rate on this Note shall be increased 
by adding a 6.000 percentage point margin (“Default Rate Margin”). The Default Rate Margin shall also apply to each 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 term, obligation, covenant or condition contained in this Note 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.  

False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower or on Borrower’s behalf under this 
Note or the related documents 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.  

Insolvency. The dissolution or termination 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 commencement 
of any proceeding under any bankruptcy or insolvency laws by or against Borrower.  

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-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 
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$2,000,000.00 
Loan Date 
10-30-2009  
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11-02-2010  

Loan No 
13664

Call / Coll Account 
 

Officer 
10034 

Initials

      
Borrower:   Uroplasty, Inc.  Lender: Venture Bank
    5420 Feltl Road    5601 Green Valley Drive, Suite 120
    Minnetonka, MN 55343    Bloomington, MN 55437
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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, surety, or accommodation party 
of any of the indebtedness or any guarantor, endorser, surety, or accommodation party dies or becomes incompetent, or revokes or disputes 
the validity of, or liability under, any guaranty of the indebtedness evidenced by this Note.  

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

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

Insecurity. Lender in good faith believes itself insecure.  

Cure Provisions. If any default, other than a default in payment is curable and if Borrower has not been given a notice of a breach of the 
same provision of this Note within the preceding twelve (12) months, it may be cured if Borrower, after Lender sends written notice to 
Borrower demanding cure of such default: (1) cures the default within fifteen (15) days; or (2) if the cure requires more than fifteen (15) 
days, immediately initiates steps which Lender deems in Lender’s sole discretion to be sufficient to cure the default and thereafter continues 
and completes all reasonable and necessary steps sufficient to produce compliance as soon as reasonably practical.  

LENDER’S RIGHTS. Upon default, Lender may declare the entire unpaid principal balance under this Note and all accrued unpaid interest 
immediately due, and then Borrower will pay that amount.  

ATTORNEYS’ FEES; EXPENSES. Lender may hire or pay someone else to help collect this Note if Borrower does not pay. Borrower will 
pay Lender that amount. This includes, subject to any limits under applicable law, Lender’s reasonable attorneys’ fees and Lender’s legal 
expenses, whether or not there is a lawsuit, including reasonable attorneys’ fees, expenses for bankruptcy proceedings (including efforts to 
modify or vacate any automatic stay or injunction), and appeals. If not prohibited by applicable law, Borrower also will pay any court costs, in 
addition to all other sums provided by law.  

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

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Borrower’s accounts with Lender 
(whether 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 extent permitted by applicable law, to charge or setoff all sums owing on the 
indebtedness against any and all such accounts, and, at Lender’s option, to administratively freeze all such accounts to allow Lender to protect 
Lender’s charge and setoff rights provided in this paragraph.  

COLLATERAL. Borrower acknowledges this Note is secured by All Business Assets per Commercial Security Agreement dated 10/30/2009. 

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 person. Lender may, but need not, require that all 
oral requests be confirmed in writing. Borrower agrees to be liable for all sums either: (A) advanced in accordance with the instructions of an 
authorized person or (B) credited to any of Borrower’s accounts with Lender. The unpaid principal balance owing on this Note at any time may 
be evidenced by endorsements on this Note or by Lender’s internal records, including daily computer print-outs. Lender will have no obligation 
to advance funds under this Note if; (A) Borrower or any guarantor is in default under the terms of this Note or any agreement that Borrower or 
any guarantor has with Lender, including any agreement made in connection with the signing of this Note; (B) Borrower or any guarantor 
ceases doing business or is insolvent; (C) any guarantor seeks, claims or otherwise attempts to limit, modify or revoke such guarantor’s 
guarantee of this Note or any other loan with Lender; (D) Borrower has applied funds provided pursuant to this Note for purposes other than 
those authorized by Lender; or (E) Lender in good faith believes itself insecure.  

LOAN AGREEMENT. A document titled, “Loan Agreement”, is attached to this Promissory Note.  

PRIOR NOTE. This note amends and restates the note dated 9/3/2008, in the original amount of $2,000,000.00 given by Uroplasty, Inc. to 
Venture Bank and is not intended to discharge the indebtedness evidenced by such other note.  

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. If any part of this Note cannot be enforced, this fact will not affect the rest of the Note. Lender may delay or 
forgo enforcing any of its rights or remedies under this Note without losing them. In addition, 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 remedies shall be cumulative and may be exercised 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 shall not 
affect Lender’s right to declare a default and to exercise its rights and remedies. Borrower and any other person who signs, guarantees or 
endorses this Note, to the extent allowed by law, waive presentment, demand for payment, and notice of dishonor. 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 endorser, 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; and take any other action deemed necessary by Lender 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.  

SECTION DISCLOSURE. To the extent not preempted by federal law, this loan is made under Minnesota Statutes, Section 334.01.  

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

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

BORROWER:  

Loan No: 13664 (Continued) Page 2

   
UROPLASTY, INC.
    
By: /s/ Mahedi A. Jiwani
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    Mahedi A. Jiwani, CFO/Treasurer of Uroplasty, Inc.



BOWNE INTEGRATED TYPESETTING SYSTEM

CRC: 31605
Name: UROPLASTY           

Date: 29-OCT-2009 13:02:50.23Operator: BMN30084Phone: (612) 330-0900Site: BOWNE OF MINNESOTA

C54328.SUB, DocName: EX-10.17, Doc: 2, Page: 5
Description: Exhibit 10.17  

0/3710.17.05.00C54328BOC[E/O]
EDGAR 2 *C54328/7101705/3*

B
O

W
N

E
 I

N
T

E
G

R
A

T
E

D
 T

Y
PE

SE
T

T
IN

G
 S

Y
ST

E
M

C
R

C
: 3

16
05

N
am

e:
 U

R
O

PL
A

ST
Y

   
   

   
  

D
at

e:
 2

9-
O

C
T

-2
00

9 
13

:0
2:

50
.2

3
O

pe
ra

to
r:

 B
M

N
30

08
4

Ph
on

e:
 (

61
2)

 3
30

-0
90

0
Si

te
: B

O
W

N
E

 O
F 

M
IN

N
E

SO
T

A

C
54

32
8.

SU
B

, D
oc

N
am

e:
 E

X
-1

0.
17

, D
oc

: 2
, P

ag
e:

 5
D

es
cr

ip
tio

n:
 E

xh
ib

it 
10

.1
7 

 

0/
3

71
0.

17
.0

5.
00

C
54

32
8

B
O

C
[E

/O
]

E
D

G
A

R
 2

*
C
5
4
3
2
8
/
7
1
0
1
7
0
5
/
3
*

                    

  

BUSINESS LOAN AGREEMENT (ASSET BASED)  

References in the boxes above are for Lender’s use only and do not limit the applicability of this document to any particular loan or item. 
Any item above containing “* * *” has been omitted due to text length limitations.  

THIS BUSINESS LOAN AGREEMENT (ASSET BASED) dated October 30, 2009, is made and executed between Uroplasty Inc. 
(“Borrower”) and Venture Bank (“Lender”) on the following terms and conditions. Borrower has received prior commercial loans 
from Lender or has applied to Lender for a commercial loan or loans or other financial accommodations, including those which may 
be described on any exhibit or schedule attached to this Agreement. Borrower understands and agrees that: (A) in granting, renewing, 
or extending any Loan, Lender is relying upon Borrower’s representations, warranties, and agreements as set forth in this Agreement; 
(B) the granting, renewing, or extending of any Loan by Lender at all times shall be subject to Lender’s sole judgment and discretion; 
and (C) all such Loans shall be and remain subject to the terms and conditions of this Agreement.  

TERM. This Agreement shall be effective as of October 30, 2009, and shall continue 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. Lender agrees to make Advances to Borrower from time to time from the date of this Agreement to the Expiration Date, 
provided the aggregate amount of such Advances outstanding at any time does not exceed the Borrowing Base. Within the foregoing limits, 
Borrower may borrow, partially or wholly prepay, and reborrow under this Agreement as follows:  

Conditions Precedent to Each Advance. Lender’s obligation to make any Advance to or for the account of Borrower under this Agreement 
is subject to the following conditions precedent, with all documents, instruments, opinions, reports, and other items required under this 
Agreement to be in form and substance satisfactory to Lender:  

(1) Lender shall have received evidence that this Agreement and all Related Documents have been duly authorized, executed, and 
delivered by Borrower to Lender.  

(2) Lender shall have received such opinions of counsel, supplemental opinions, and documents as Lender may request.  

(3) The security interests in the Collateral shall have been duly authorized, created, and perfected with first lien priority and shall be in 
full force and effect.  

(4) All guaranties required by Lender for the credit facility(ies) shall have been executed by each Guarantor, delivered to Lender, and be 
in full force and effect.  

(5) Lender, at its option and for its sole benefit, shall have conducted an audit of Borrower’s Accounts, Inventory, books, records, and 
operations, and Lender shall be satisfied as to their condition.  

(6) Borrower shall have paid to Lender all fees, costs, and expenses specified in this Agreement and the Related Documents as are then 
due and payable.  

(7) There shall not exist at the time of any Advance a condition which would constitute an Event of Default under this Agreement, and 
Borrower shall have delivered to Lender the compliance certificate called for in the paragraph below titled “Compliance Certificate.”  

Making Loan Advances. Advances under this credit facility, as well as directions for payment from Borrower’s accounts, may be requested 
orally or in writing by authorized persons. Lender may, but need not, require that all oral requests be confirmed in writing. Each Advance 
shall be conclusively deemed to have been made at the request of and for the benefit of Borrower (1) when credited to any deposit account 
of Borrower maintained with Lender or (2) when advanced in accordance with the instructions of an authorized person. Lender, at its option, 
may set a cutoff time, after which all requests for Advances will be treated as having been requested on the next succeeding Business Day.  

Mandatory Loan Repayments. If at any time the aggregate principal amount of the outstanding Advances shall exceed the applicable 
Borrowing Base, Borrower, immediately upon written or oral notice from Lender, shall pay to Lender an amount equal to the difference 
between the outstanding principal balance of the Advances and the Borrowing Base. On the Expiration Date, Borrower shall pay to Lender 
in full the aggregate unpaid principal amount of all Advances then outstanding and all accrued unpaid interest, together with all other 
applicable fees, costs and charges, if any, not yet paid.  

Loan Account. Lender shall maintain on its books a record of account in which Lender shall make entries for each Advance and such other 
debits and credits as shall be appropriate in connection with the credit facility. Lender shall provide Borrower with periodic statements of 
Borrower’s account, which statements shall be considered to be correct and conclusively binding on Borrower unless Borrower notifies 
Lender to the contrary within thirty (30) days after Borrower’s receipt of any such statement which Borrower deems to be incorrect.  

COLLATERAL. To secure payment of the Primary Credit Facility and performance of all other Loans, obligations and duties owed by 
Borrower to Lender, Borrower (and others, if required) shall grant to Lender Security Interests in such property and assets as Lender may 
require. Lender’s Security Interests in the Collateral shall be continuing liens and shall include the proceeds and products of the Collateral, 
including without limitation the proceeds of any insurance. With respect to the Collateral, Borrower agrees and represents and warrants to 
Lender:  

Perfection of Security Interests. Borrower agrees to execute all documents perfecting Lender’s Security Interest and to take whatever 
actions are requested by Lender to perfect and continue Lender’s Security Interests in the Collateral. Upon request of Lender, Borrower will 
deliver to Lender any and all of the documents evidencing or constituting the Collateral, and Borrower will note Lender’s interest upon any 
and all chattel paper and instruments if not delivered to Lender for possession by Lender. Contemporaneous with the execution of this 
Agreement, Borrower will execute one or more UCC financing statements and any similar statements as may be required by applicable law, 
and Lender will file such financing statements and all such similar statements in the appropriate location or locations. Borrower hereby 

               
Principal 

$2,000,000.00 
Loan Date 
10-30-2009  

Maturity 
11-02-2010  

Loan No 
13664

Call / Coll Account 
 

Officer 
10034 

Initials

     
Borrower: Uroplasty, Inc.  Lender: Venture Bank
    5420 Feltl Road      5601 Green Valley Drive, Suite 120
    Minnetonka, MN 55343  Bloomington, MN 55437
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appoints Lender as its irrevocable attorney-in-fact for the purpose of executing any documents necessary to perfect or to continue any 
Security Interest. Lender may at any time, and without further authorization from Borrower, file a carbon, photograph, facsimile, or other 
reproduction of any financing statement for use as a financing statement. Borrower will reimburse Lender for all expenses for the perfection, 
termination, and the continuation of the perfection of Lender’s security interest in the Collateral. Borrower promptly will notify Lender 
before any change in Borrower’s name including any change to the assumed business names of Borrower. Borrower also promptly will 
notify Lender before any change in Borrower’s Social Security Number or Employer Identification Number. Borrower further agrees to 
notify Lender in writing prior to any change in address or location of Borrower’s principal governance office or should Borrower merge or  
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consolidate with any other entity.  

Collateral Records. Borrower does now, and at all times hereafter shall, keep correct and accurate records of the Collateral, all of which 
records shall be available to Lender or Lender’s representative upon demand for inspection and copying at any reasonable time. With respect 
to the Accounts, Borrower agrees to keep and maintain such records as Lender may require, including without limitation information 
concerning Eligible Accounts and Account balances and agings. Records related to Accounts (Receivables) are or will be located at. With 
respect to the Inventory, Borrower agrees to keep and maintain such records as Lender may require, including without limitation information 
concerning Eligible Inventory and records itemizing and describing the kind, type, quality, and quantity of Inventory, Borrower’s Inventory 
costs and selling prices, and the daily withdrawals and additions to Inventory. Records related to Inventory are or will be located at. The 
above is an accurate and complete list of all locations at which Borrower keeps or maintains business records concerning Borrower’s 
collateral.  

Collateral Schedules. Concurrently with the execution and delivery of this Agreement, Borrower shall execute and deliver to Lender 
schedules of Accounts and Inventory and schedules of Eligible Accounts and Eligible Inventory in form and substance satisfactory to the 
Lender. Thereafter supplemental schedules shall be delivered according to the following schedule:  

Representations and Warranties Concerning Accounts. With respect to the Accounts, Borrower represents and warrants to Lender: 
(1) Each Account represented by Borrower to be an Eligible Account for purposes of this Agreement conforms to the requirements of the 
definition of an Eligible Account; (2) All Account information listed on schedules delivered to Lender will be true and correct, subject to 
immaterial variance; and (3) Lender, its assigns, or agents shall have the right at any time and at Borrower’s expense to inspect, examine, 
and audit Borrower’s records and to confirm with Account Debtors the accuracy of such Accounts.  

Representations and Warranties Concerning Inventory. With respect to the Inventory, Borrower represents and warrants to Lender: 
(1) All Inventory represented by Borrower to be Eligible Inventory for purposes of this Agreement conforms to the requirements of the 
definition of Eligible Inventory; (2) All Inventory values listed on schedules delivered to Lender will be true and correct, subject to 
immaterial variance; (3) The value of the Inventory will be determined on a consistent accounting basis; (4) Except as agreed to the contrary 
by Lender in writing, all Eligible Inventory is now and at all times hereafter will be in Borrower’s physical possession and shall not be held 
by others on consignment, sale on approval, or sale or return; (5) Except as reflected in the Inventory schedules delivered to Lender, all 
Eligible Inventory is now and at all times hereafter will be of good and merchantable quality, free from defects; (6) Eligible Inventory is not 
now and will not at any time hereafter be stored with a bailee, warehouseman, or similar party without Lender’s prior written consent, and, 
in such event, Borrower will concurrently at the time of bailment cause any such bailee, warehouseman, or similar party to issue and deliver 
to Lender, in form acceptable to Lender, warehouse receipts in Lender name evidencing the storage of Inventory; and (7) Lender, its assigns, 
or agents shall have the right at any time and at Borrower’s expense to inspect and examine the Inventory and to check and test the same as 
to quality, quantity, value, and condition.  

CONDITIONS PRECEDENT TO EACH ADVANCE. Lender’s obligation to make the initial Advance and each subsequent Advance under 
this Agreement shall be subject to the fulfillment to Lender’s satisfaction of all of the conditions set forth in this Agreement 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.  

Borrower’s Authorization. Borrower shall have provided in form and substance satisfactory to Lender properly certified resolutions, duly 
authorizing the execution and delivery of this Agreement, the Note and the Related Documents. In addition, Borrower shall have provided 
such other resolutions, authorizations, documents and instruments as Lender or its counsel, may require.  

Fees and Expenses Under This Agreement. Borrower shall have paid to Lender all fees, costs, and expenses specified in this Agreement 
and the Related Documents as are then due and payable.  

Representations and Warranties. The representations and warranties set 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 
Agreement or under any Related Document.  

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

Organization. Borrower 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 Minnesota. Borrower is duly authorized to transact business in all other states in which 
Borrower is doing business, having obtained all necessary filings, governmental licenses and approvals for each state in which Borrower is 
doing business. Specifically, Borrower 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 adverse effect on its business or financial condition. Borrower 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. Borrower maintains an office at 
5420 Feltl Road, Minnetonka, MN 55343. Unless Borrower has designated otherwise in writing, the principal office is the office at which 
Borrower keeps its books and records including its records concerning the Collateral. Borrower will notify Lender prior to any change in the 
location of Borrower’s state of organization or any change in Borrower’s name. Borrower 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 Borrower and Borrower’s business activities.  

Assumed Business Names. Borrower has filed or recorded all documents or filings required by law relating to all assumed business names 
used by Borrower. Excluding the name of Borrower, the following is a complete list of all assumed business names under which Borrower 
does business: None.  

   BUSINESS LOAN AGREEMENT (ASSET BASED)
Loan No: 13664  (Continued) Page 2
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Authorization. Borrower’s execution, delivery, and performance of this Agreement and all the Related Documents have been duly 
authorized by all necessary action by Borrower 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 agreement or other instrument binding upon 
Borrower or (2) any law, governmental regulation, court decree, or order applicable to Borrower or to Borrower’s properties.  

Financial Information. Each of Borrower’s financial statements supplied to Lender truly and completely disclosed Borrower’s financial 
condition as of the date of the statement, and there has been no material adverse change in Borrower’s financial condition subsequent to the 
date of the most recent financial statement supplied to Lender. Borrower has no material contingent obligations except as disclosed in such 
financial statements.  
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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.  

Properties. Except as contemplated by this Agreement or as previously disclosed in Borrower’s financial statements or in writing to Lender 
and as accepted by Lender, and except for property tax liens for taxes 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 executed 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.  

Hazardous Substances. Except as disclosed 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 reason to believe that there 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 Collateral; and any such activity 
shall be conducted in compliance with all applicable federal, state, and local laws, regulations, and ordinances, including without limitation 
all Environmental Laws. Borrower authorizes Lender and its agents to enter upon the Collateral to make such inspections and tests as Lender 
may deem appropriate to determine compliance of the Collateral with this section of the Agreement. Any inspections 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 to 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 Borrower becomes liable for cleanup or other costs under any such laws, 
and (2) agrees to indemnify, defend, and hold harmless Lender against any and all claims, losses, liabilities, damages, penalties, and 
expenses, including attorneys’ fees, consultants’ fees, and costs which Lender may directly or indirectly sustain or suffer resulting from a 
breach of this section of the Agreement or as a consequence 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 Agreement, including the obligation to 
indemnify and defend, shall survive the payment of the Indebtedness and the termination, expiration or satisfaction of this Agreement and 
shall not be affected by Lender’s acquisition of any interest in any of the Collateral, whether by foreclosure or otherwise.  

Litigation and Claims. No litigation, claim, investigation, administrative proceeding or similar action (including those for unpaid taxes) 
against Borrower is pending or threatened, and no other event has occurred which may materially adversely affect Borrower’s financial 
condition or properties, other than litigation, claims, or other events, if any, that have been disclosed to and acknowledged 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 
Agreements, or permitted the filing or attachment of any Security Interests on or affecting any of the Collateral directly or indirectly 
securing 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 signers 
thereof, as well as upon their successors, representatives and assigns, and are legally enforceable in accordance with their respective terms.  

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

Notices of Claims and Litigation. Promptly inform Lender in writing of (1) all material adverse changes in Borrower’s financial condition, 
and (2) all existing and all threatened litigation, claims, investigations, administrative proceedings or similar actions affecting Borrower or 
any Guarantor which could materially affect the 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 the following:  

Additional Requirements.  

1. As soon as available, but in no event later than thirty (30) days after the end of each quarter, Borrower’s Accounts Receivable Aging, 
and Borrowing Base Certificate. Accounts Receivable Aging (Domestic) and Borrowing Base Certificate only required when borrowing.  

2. As soon as available, but in no event later than one-hundred-thirty five (135) days after the end of each fiscal year, Borrower’s 10-K 
for the year ended.  

3. As soon as available, but in no event later than sixty (60) days after the end of each quarter, Borrower’s 10-Q for the period ended, 
prepared by Borrower.  

All financial reports required to be provided under this Agreement shall be prepared in accordance with GAAP, applied on a consistent 
basis, and certified by Borrower as being true and correct.  

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

Additional Requirements.  

   BUSINESS LOAN AGREEMENT (ASSET BASED)
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1. Borrower must maintain a Minimum Tangible Net Worth of $5,000,000.00, measured quarterly. Tangible Net worth defined as: Net 
Worth minus any intangible assets.  

2. Borrower must maintain a Maximum Debt to Tangible Net Worth of 1:1 measured quarterly. Maximum Debt to Tangible Net Worth 
defined as: Total liabilities divided by Tangible Net Worth.  

3. Borrower will maintain their primary deposit accounts with Venture Bank.  

Insurance. Maintain fire and other risk insurance, public liability insurance. and such other insurance as I ender may require with respect to 
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Borrower’s properties and operations, in form, amounts, coverages and with insurance companies acceptable to Lender. Borrower, upon 
request of Lender, will deliver to Lender from time to time the policies or certificates of insurance in form satisfactory to Lender, including 
stipulations that coverages will not be cancelled or diminished without at least ten (10) 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 Lender with such lender’s loss payable or other endorsements as Lender may require.  

Insurance Reports. Furnish to Lender, upon request of Lender, reports on each existing insurance policy showing such information as 
Lender may reasonably request, including without limitation the following: (1) the name of the insurer; (2) the risks insured; (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 request 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 indebtedness and obligations, including without limitation all 
assessments, taxes, governmental charges, levies and liens, of every kind and nature, imposed upon Borrower or its properties, income, or 
profits, prior 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 proceedings, and 
(2) Borrower 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.  

Performance. 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. Borrower shall notify Lender immediately in 
writing of any default in connection with any agreement.  

Operations. Maintain executive and management personnel with substantially the same qualifications and experience as the present 
executive and management personnel; provide written notice to Lender of any change in executive and management personnel; conduct its 
business affairs in a reasonable and prudent manner.  

Environmental Studies. Promptly conduct and complete, at Borrower’s expense, all such investigations, studies, samplings and testings as 
may be requested by Lender or any governmental authority relative to any substance, or any waste or by-product of any substance defined as 
toxic or a hazardous substance under applicable federal, state, or local law, rule, regulation, order or directive, at or affecting any property or 
any facility owned, leased or used by Borrower.  

Compliance with Governmental Requirements. Comply with all laws, ordinances, and regulations, now or hereafter in effect, of all 
governmental authorities applicable to the conduct of Borrower’s properties, businesses and operations, and to the use or occupancy of the 
Collateral, including without limitation, the Americans With Disabilities Act. Borrower may contest in good faith any such law, ordinance, 
or regulation and withhold compliance during any proceeding, 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 interests in the Collateral are not jeopardized. Lender may 
require Borrower to post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender’s interest.  

Inspection. Permit employees 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 records and to make copies and memoranda of 
Borrower’s books, accounts, and records. If Borrower now or at any time hereafter maintains any records (including without limitation 
computer generated 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.  

Compliance Certificates. Unless waived in writing by Lender, provide Lender at least annually, 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 the date of the certificate, no Event of Default 
exists under this Agreement.  

Environmental Compliance and Reports. Borrower shall comply in all respects with any and all Environmental Laws; not cause or permit 
to exist, as a result of an intentional or unintentional action or omission on Borrower’s part or on the part of any third party, on property 
owned and/or occupied by Borrower, any environmental activity where damage may result to the environment, unless such environmental 
activity is pursuant to and in compliance 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, 
lien, citation, directive, letter or other communication from any governmental agency or instrumentality concerning any intentional or 
unintentional action or omission on Borrower’s part in connection with any environmental activity whether or not there is damage to the 
environment and/or other natural resources.  

Additional Assurances. Make, execute and deliver to Lender such promissory notes, mortgages, deeds of trust, security agreements, 
assignments, financing statements, instruments, documents and other agreements as Lender or its attorneys may reasonably request to 
evidence and secure the Loans and to perfect all Security Interests.  

LENDER’S EXPENDITURES. If any action or proceeding is commenced 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 
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insuring, maintaining and preserving any Collateral. All such expenditures incurred or paid by Lender for such purposes will then bear interest 
at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Borrower. All such expenses will 
become a part of the Indebtedness and, at Lender’s option, will (A) be payable 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.  

NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borrower shall not, without 
the  
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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) sell with 
recourse any of Borrower’s accounts, except to Lender.  

Continuity of Operations. (1) Engage in any business activities substantially different than those in which Borrower is presently engaged, 
(2) cease operations, liquidate, merge, transfer, acquire or consolidate with any other entity, change its name, dissolve or transfer or sell 
Collateral out of the ordinary course of business, or (3) pay any dividends on Borrower’s stock (other than dividends payable in its stock), 
provided, however that notwithstanding the foregoing, 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 S Corporation” (as defined in the Internal Revenue Code of 1986, as 
amended), Borrower may pay cash dividends on its stock to its shareholders from time to time in amounts necessary to enable the 
shareholders 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 S Corporation because of their ownership of shares of Borrower’s stock, or purchase 
or retire any of Borrower’s outstanding shares or alter or amend Borrower’s capital structure.  

Loans, Acquisitions and Guaranties. (1) Loan, invest in or advance money or assets to any other person, enterprise or entity, (2) 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 Agreement or in connection herewith.  

CESSATION OF ADVANCES. If Lender has made any commitment to make any Loan to Borrower, whether under this Agreement or under 
any other agreement, Lender shall have no obligation to make Loan Advances or to disburse Loan proceeds if: (A) Borrower or any Guarantor 
is in default under the terms of this Agreement or any of the Related Documents or any other agreement that Borrower or any Guarantor has 
with Lender; (B) Borrower or any Guarantor dies, becomes incompetent or becomes insolvent, files a petition in bankruptcy or similar 
proceedings, or is adjudged a bankrupt; (C) there occurs a material adverse change in Borrower’s financial 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 insecure, even 
though no Event of Default shall have occurred.  

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Borrower’s accounts with Lender 
(whether 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 extent permitted by applicable law, to charge or setoff all sums owing on the 
Indebtedness against any and all such accounts, and, at Lender’s option, to administratively freeze all such accounts to allow Lender to protect 
Lender’s charge and setoff rights provided in this paragraph,  

DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:  

Payment Default. Borrower fails to make any payment when due under the Loan.  

Other Defaults. Borrower 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 Borrower.  

False Statements. Any warranty, representation or statement made or furnished to Lender by Borrower or on Borrower’s behalf under 
this Agreement or the Related Documents 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.  

Insolvency. The dissolution or termination 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 
commencement of any proceeding under any bankruptcy or insolvency laws by or against Borrower.  

Defective Collateralization. This Agreement 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, self-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 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 of any of the Indebtedness or any 
Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness.  

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 believes the prospect of payment or 
performance of the Loan is impaired.  

Insecurity. Lender in good faith believes itself insecure.  

Right to Cure. If any default, other than a default on Indebtedness, is curable and if Borrower or Grantor, as the case may be, has not 
been given a notice of a similar default within the preceding twelve (12) months, it may be cured if Borrower or Grantor, as the case may 
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be, after Lender sends written notice to Borrower or Grantor, as the case may be, demanding cure of such default: (1) cure the default 
within fifteen (15) days; or (2) if the cure requires more than fifteen (15) days, immediately initiate steps which Lender deems in Lender’s 
sole discretion to be sufficient to cure the default and thereafter continue and complete all reasonable and necessary steps sufficient to 
produce compliance as soon as reasonably practical.  

EFFECT OF AN EVENT OF DEFAULT. If any Event of Default shall occur, except where otherwise provided in this Agreement or the 
Related Documents, all commitments and obligations of Lender under this Agreement or the Related Documents or any other agreement 
immediately will terminate (including any obligation to make further Loan Advances or disbursements), and, at Lender’s option, all 
Indebtedness immediately will become due and payable. all without notice of any kind to Borrower, except that in the case of an Event of 
Default of the type described in the  
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“Insolvency” subsection above, such acceleration shall be automatic and not optional. In addition, 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 remedies shall be cumulative and may be exercised 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.  

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

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 
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 connection with the enforcement of this Agreement. Lender may hire or pay 
someone else to help enforce this Agreement, and Borrower shall pay the costs and expenses of such enforcement. Costs and expenses 
include Lender’s reasonable attorneys’ fees and legal expenses whether or not there is a lawsuit, including reasonable attorneys’ fees and 
legal expenses for bankruptcy proceedings (including efforts to modify or vacate any automatic stay or injunction), appeals, and any 
anticipated post-judgment collection services. Borrower also shall pay all court costs and such additional fees as may be directed by the 
court.  

Caption Headings. Caption headings in this Agreement 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. Lender 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 granted under the participation agreement or agreements governing the sale 
of such participation interests. Borrower further waives all rights of offset or counterclaim that it may have now or later against Lender or 
against any purchaser of such a participation interest and unconditionally agrees that either Lender or such purchaser may enforce 
Borrower’s obligation under the Loan irrespective of the failure or insolvency of any holder of any interest in the Loan. Borrower further 
agrees that the purchaser of any such participation interests may enforce its interests irrespective of any personal claims or defenses that 
Borrower may have against Lender.  

Governing Law. This Agreement will be governed by federal law applicable to Lender and, to the extent not preempted by federal 
law, the laws of the State of Minnesota without regard to its conflicts of law provisions. This Agreement has been accepted by 
Lender in the State of Minnesota.  

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 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 
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 continuing consent to subsequent instances 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 recognized overnight courier, 
or, if mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses 
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.  

Severability. If a court of competent jurisdiction finds any provision of this Agreement to be illegal, invalid, or unenforceable 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 modified 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 Agreement.  

Subsidiaries and Affiliates of Borrower. To the extent the context of any provisions of this Agreement makes it appropriate, including 
without limitation any representation, warranty or covenant, the word “Borrower” as used in this Agreement shall include all of Borrower’s 
subsidiaries and affiliates. Notwithstanding the foregoing however, under no circumstances shall this Agreement be construed to require 
Lender to make any Loan or other financial accommodation to any of Borrower’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 Representations and Warranties. 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 to Lender under this Agreement or the Related Documents. Borrower further agrees that regardless of any investigation made by 
Lender, all such representations, warranties and covenants will survive the extension of Loan Advances and delivery to Lender of the 

   BUSINESS LOAN AGREEMENT (ASSET BASED)
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Related Documents, shall be continuing in nature, shall be deemed made and redated by Borrower at the time each 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. Time is of the essence in the performance of this Agreement.  

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 amounts shall mean amounts in lawful money of the United States of America. Words 
and terms  
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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. Accounting words and terms not 
otherwise defined in this Agreement shall have the meanings assigned to them in accordance with generally accepted accounting principles as 
in effect on the date of this Agreement:  

Account. The word “Account” means a trade account, account receivable, other receivable, or other right to payment for goods sold or 
services rendered owing to Borrower (or to a third party grantor acceptable to Lender).  

Account Debtor. The words “Account Debtor” mean the person or entity obligated upon an Account.  

Advance. The word “Advance” means a disbursement of Loan funds made, or to be made, to Borrower or on Borrower’s behalf under the 
terms and conditions of this Agreement.  

Agreement. The word “Agreement” means this Business Loan Agreement (Asset Based), as this Business Loan Agreement (Asset Based) 
may be amended or modified from time to time, together with all exhibits and schedules attached to this Business Loan Agreement (Asset 
Based) from time to time.  

Borrower. The word “Borrower” means Uroplasty, Inc. and includes all co-signers and co-makers signing the Note and all their successors 
and assigns.  

Borrowing Base. The words “Borrowing Base” mean, as determined by Lender from time to time, the lesser of (1) $2,000,000.00 or (2) the 
sum of (a) 80.000% of the aggregate amount of Eligible Accounts, plus (b) 50.000% of the aggregate amount of Eligible Inventory (not to 
exceed in corresponding Loan amount based on Eligible Inventory $500,000.00).  

Business Day. The words “Business Day” mean a day on which commercial banks are open in the State of Minnesota.  

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 whether granted in the form of a security interest, mortgage, 
collateral mortgage, 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 contract, lease or consignment intended as a security 
device, or any other security or lien interest whatsoever, whether created by law, contract, or otherwise. The word Collateral also includes 
without limitation all collateral described in the Collateral section of this Agreement.  

Eligible Accounts. The words “Eligible Accounts” mean at any time, all of Borrower’s Accounts which contain selling terms and 
conditions acceptable to Lender. The net amount of any Eligible Account against which Borrower may borrow shall exclude all returns, 
discounts, credits, and offsets of any nature. Unless otherwise agreed to by Lender in writing, Eligible Accounts do not include:  

(1) Accounts with respect to which the Account Debtor is employee or agent of Borrower.  

(2) Accounts with respect to which the Account Debtor is a subsidiary of, or affiliated with Borrower or its shareholders, officers, or 
directors.  

(3) Accounts with respect to which goods are placed on consignment, guaranteed sale, or other terms by reason of which the payment by 
the Account Debtor may be conditional.  

(4) Accounts with respect to which Borrower is or may become liable to the Account Debtor for goods sold or services rendered by the 
Account Debtor to Borrower.  

(5) Accounts which are subject to dispute, counterclaim, or setoff.  

(6) Accounts with respect to which the goods have not been shipped or delivered, or the services have not been rendered, to the Account 
Debtor.  

(7) Accounts with respect to which Lender, in its sole discretion, deems the creditworthiness or financial condition of the Account Debtor 
to be unsatisfactory.  

(8) Accounts of any Account Debtor who has filed or has had filed against it a petition in bankruptcy or an application for relief under 
any provision of any state or federal bankruptcy, insolvency, or debtor-in-relief acts; or who has had appointed a trustee, custodian, or 
receiver for the assets of such Account Debtor; or who has made an assignment for the benefit of creditors or has become insolvent or 
fails generally to pay its debts (including its payrolls) as such debts become due.  

(9) Accounts which have not been paid in full within 90 days from the invoice date.  

Eligible Inventory. The words “Eligible Inventory” mean, at any time, all of Borrower’s Inventory as defined below, except:  

(1) Inventory which is not owned by Borrower free and clear of all security interests, liens, encumbrances, and claims of third parties.  

(2) Inventory which Lender, in its sole discretion, deems to be obsolete, unsalable, damaged, defective, or unfit for further processing.  

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 Response, 
Compensation, and Liability Act of 1980, as amended, 42 U.S.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.S.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 regulations 
adopted pursuant thereto, or common law, and shall also include pollutants, contaminants, polychlorinated biphenyls, asbestos, urea 
formaldehyde, petroleum and petroleum products, and agricultural chemicals.  

Event of Default. The words “Event of Default” mean any of the events of default set forth in this Agreement in the default section of this 
Agreement.  

Expiration Date. The words “Expiration Date” mean the date of termination of Lender’s commitment to lend under this Agreement.
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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 guarantor, surety, or accommodation party of any or all of the Loan.  

Guaranty. The word “Guaranty” means the guaranty from Guarantor to Lender, including without limitation a guaranty of all or part of the 
Note.  
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Hazardous Substances. The words “Hazardous Substances” mean materials that, because of their quantity, concentration or physical, 
chemical or infectious characteristics, may cause or pose a present or potential hazard to human health or the environment 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 hazardous or toxic substances, materials or waste as defined by or 
listed under the Environmental Laws. The term “Hazardous Substances” also includes, without limitation, petroleum and petroleum by-
products or any fraction thereof and asbestos.  

Indebtedness. The word “Indebtedness” means the indebtedness evidenced by the Note or Related Documents, including all principal and 
interest together with all other indebtedness and costs and expenses for which Borrower is responsible under this Agreement or under any of 
the Related Documents.  

Inventory. The word “Inventory” means all of Borrower’s raw materials, work in process, finished goods, merchandise, parts and supplies, 
of every kind and description, and goods held for sale or lease or furnished under contracts of service in which Borrower now has or 
hereafter acquires any right, whether held by Borrower or others, and all documents of title, warehouse receipts, bills of lading, and all other 
documents of every type covering all or any part of the foregoing. Inventory includes inventory temporarily out of Borrower’s custody or 
possession and all returns on Accounts.  

Lender. The word “Lender” means Venture Bank, its successors and assigns.  

Loan. The word “Loan” means any and all loans and financial accommodations from Lender to Borrower whether now or hereafter existing, 
and however evidenced, including without limitation those loans and financial accommodations described herein or described on any exhibit 
or schedule attached to this Agreement from time to time.  

Note. The word “Note” means the Note executed by Uroplasty, Inc. in the principal amount of $2,000,000.00 dated October 30, 2009, 
together with all renewals of, extensions of, modifications of, refinancings of, consolidations of, and substitutions for the note or credit 
agreement.  

Permitted Liens. The words “Permitted Liens” mean (1) liens and security interests securing Indebtedness owed by Borrower to Lender; 
(2) liens for taxes, assessments, or similar charges either not yet due or being contested in good faith; (3) liens of materialmen, mechanics, 
warehousemen, or carriers, or other like liens arising in the ordinary course of business and securing obligations which are not yet 
delinquent; (4) purchase money liens or purchase money security interests upon or in any property acquired or held by Borrower in the 
ordinary course of business to secure indebtedness outstanding 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 respect to the net value of Borrower’s assets.  

Primary Credit Facility. The words “Primary Credit Facility” mean the credit facility described in the Line of Credit section of this 
Agreement.  

Related Documents. The words “Related Documents” mean all promissory notes, credit agreements, loan agreements, environmental 
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other instruments, 
agreements and documents, whether now or hereafter existing, executed in connection with the Loan.  

Security Agreement. The words “Security Agreement” mean and include without limitation any agreements, promises, covenants, 
arrangements, understandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, representing, or 
creating a Security Interest.  

Security Interest. The words “Security Interest” mean, 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, lien or title retention 
contract, lease or consignment intended as a security device, or any other security or lien interest whatsoever whether created by law, 
contract, or otherwise.  

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT (ASSET 
BASED) AND BORROWER AGREES TO ITS TERMS. THIS BUSINESS LOAN AGREEMENT (ASSET BASED) IS DATED 
OCTOBER 30, 2009.  

BORROWER:  

UROPLASTY, INC.  

LENDER:  

VENTURE BANK  

LASER PRO Lending, Ver. 5.46.00.003 Copr. Harland Financial Solutions, Inc. 1997, 2009. All Rights Reserved. 
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By: /s/ Mahedi A. Jiwani
    

  

Mahedi A. Jiwani, CFO/Treasurer of Uroplasty, Inc.  

   
By: /s/ Kriss Griebenow   
    

  

Authorized Signer  
    Kriss Griebenow – Vice President   
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COMMERCIAL SECURITY AGREEMENT  

References in the boxes above are for Lender’s use only and do not limit the applicability of this document to any particular loan or item. 
Any item above containing “***” has been omitted due to text length limitations.  

THIS COMMERCIAL SECURITY AGREEMENT dated October 30, 2009, is made and executed between Uroplasty, Inc. 
(“Grantor”) and Venture Bank (“Lender”).  

GRANT OF SECURITY INTEREST. For valuable consideration, Grantor grants to Lender a security interest in the Collateral to 
secure the Indebtedness and agrees that Lender shall have the rights stated in this Agreement with respect to the Collateral, in 
addition to all other rights which Lender may have by law.  

COLLATERAL DESCRIPTION. The word “Collateral” as used in this Agreement means the following described property, whether now 
owned or hereafter 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 Indebtedness and performance of all other obligations under the Note and this Agreement:  

All inventory, equipment, accounts (including but not limited to all health-care-insurance receivables), chattel paper, instruments 
(including but not limited to all promissory notes), letter-of-credit rights, letters of credit, documents, deposit accounts, investment 
property, money, other rights to payment and performance, and general intangibles (including but not limited to all software and all 
payment intangibles); all oil, gas and other minerals before extraction; all oil, gas, other minerals and accounts constituting 
as-extracted collateral; all fixtures; all timber to be cut; all attachments, accessions, accessories, fittings, increases, tools, parts, 
repairs, supplies, and commingled goods relating to the foregoing property, and all additions, replacements of and substitutions for 
all or any part of the foregoing property; all insurance refunds relating to the foregoing property; all good will relating to the 
foregoing property; all records and data and embedded software relating to the foregoing property, and all equipment, inventory 
and software to utilize, create, maintain and process any such records and data on electronic media; and all supporting obligations 
relating to the foregoing property; all whether now existing or hereafter arising, whether now owned or hereafter acquired or 
whether now or hereafter subject to any rights in the foregoing property; and all products and proceeds (including but not limited 
to all insurance payments) of or relating to the foregoing property.  

In addition, the word “Collateral” also includes all the following, whether now owned or hereafter acquired, whether now existing or hereafter 
arising, and wherever located:  

(A) All accessions, attachments, accessories, tools, parts, supplies, replacements of and additions to any of the collateral described herein, 
whether added now or later.  

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

(C) All 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 property described in this Collateral section.  

(D) All proceeds (including insurance proceeds) from the sale, destruction, loss, or other disposition of any of the property described in this 
Collateral section, and sums due from a third party who has damaged or destroyed the Collateral or from that party’s insurer, whether due to 
judgment, settlement or other 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 Agreement secures all obligations, debts and liabilities, plus interest thereon, 
of Grantor to Lender, or any one or more of them, as well as all claims by Lender against Grantor or any one or more of them, whether now 
existing or hereafter arising, whether related or unrelated to the purpose of the Note, whether voluntary or otherwise, whether due or not due, 
direct or indirect, determined or undetermined, absolute or contingent, liquidated or unliquidated, whether Grantor may be liable individually or 
jointly with others, whether obligated as guarantor, surety, accommodation party or otherwise, and whether recovery upon such amounts may 
be or hereafter may become barred by any statute of limitations, and whether the obligation to repay such amounts may be or hereafter may 
become otherwise unenforceable.  

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 Indebtedness 
against any and all such accounts, and, at Lender’s option, to administratively freeze all such accounts to allow Lender to protect Lender’s 
charge and setoff rights provided in this paragraph.  

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

Perfection of Security Interest. Grantor agrees to take whatever actions are requested by Lender to perfect and continue Lender’s security 
interest in the Collateral. Upon request of Lender, Grantor will deliver to Lender any and all of the documents evidencing or constituting the 
Collateral, and Grantor will note Lender’s interest upon any and all chattel paper and instruments if not delivered to Lender for possession 
by Lender. This is a continuing Security Agreement and will continue in effect even though all or any part of the Indebtedness is paid 
in full and even though for a period of time Grantor may not be indebted to Lender.  

Notices to Lender. Grantor will promptly notify Lender in writing at Lender’s address shown above (or such other addresses as Lender may 
designate from time to time) prior to any (1) change in Grantor’s name; (2) change in Grantor’s assumed business name(s); (3) change in the 

               
Principal  Loan Date  Maturity  Loan No Call / Coll Account  Officer Initials

$2,000,000.00 10-30-2009  11-02-2010  13664  10034

     
Grantor: Uroplasty, Inc.    Lender: Venture Bank
    5420 Feltl Road      5601 Green Valley Drive, Suite 120
    Minnetonka, MN 55343   Bloomington, MN 55437
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management of the Corporation Grantor; (4) change in the authorized signer(s); (5) change in Grantor’s principal office address; (6) change 
in Grantor’s state of organization; (7) conversion 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 Lender has received notice.  

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

Enforceability of Collateral. To the extent the Collateral consists of accounts, chattel paper, or general intangibles, as defined by the 
Uniform Commercial Code, the Collateral is enforceable in accordance with its terms, is genuine, and fully complies with all applicable 
laws and regulations concerning form, content and manner of preparation and execution, and all persons 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 account 
becomes subject to a security interest in favor of Lender, the account shall be a good and valid account representing an undisputed, bona fide 
indebtedness incurred by the account debtor, for merchandise held subject to delivery instructions or previously shipped or delivered 
pursuant to a contract of sale, or for services previously performed by Grantor with or for the account debtor. So long as this Agreement 
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 be no setoffs or counterclaims against any of the Collateral, and no agreement shall have been 
made under which any deductions or discounts may be claimed concerning the Collateral except those disclosed to Lender in writing.  

Location of the Collateral. Except in the ordinary course of Grantor’s business, Grantor agrees to keep the Collateral (or to the extent the 
Collateral consists of intangible property such as accounts or general intangibles, the records concerning the Collateral) at Grantor’s address 
shown above or at such other locations as are acceptable to Lender. Upon Lender’s request, Grantor will deliver to Lender in form 
satisfactory to Lender a schedule of real properties and Collateral locations relating to Grantor’s operations, including without limitation the 
following: (1) all real property Grantor owns or is purchasing; (2) all real property Grantor is renting or leasing; (3) all storage facilities 
Grantor owns, rents, leases, or uses; and (4) all other properties where Collateral is or may be located.  

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 vehicles outside the 
State of Minnesota, without Lender’s prior written consent. Grantor shall, whenever requested, advise Lender of the exact location of the 
Collateral.  

Transactions Involving Collateral. Except for inventory sold or accounts collected in the ordinary course of Grantor’s business, or as 
otherwise provided for 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 qualify 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 charge, other than the security interest provided for in this Agreement, without the 
prior written consent of Lender. This includes security interests even if junior in right to the security interests granted under this Agreement. 
Unless waived by Lender, all proceeds from any disposition of the Collateral (for whatever reason) shall be held in trust for Lender and shall 
not be commingled with any other funds; provided however, this requirement shall not constitute consent by Lender to any sale or other 
disposition. Upon receipt, 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. No 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.  

Repairs and Maintenance. Grantor agrees to keep and maintain, and to cause others to keep and maintain, the Collateral in good order, 
repair and condition at all times while this Agreement remains in effect. Grantor further agrees to pay when due all claims for work done on, 
or services rendered or material furnished in connection with the Collateral so that no lien or encumbrance may ever attach to or be filed 
against the Collateral.  

Inspection of Collateral. Lender and Lender’s designated representatives and agents shall have the right at all reasonable times to examine 
and inspect the Collateral wherever 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 evidencing the Indebtedness, 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. If the Collateral is subjected 
to a lien which is not discharged within fifteen (15) days, Grantor shall deposit with Lender cash, a sufficient corporate surety bond or other 
security satisfactory to Lender in an amount adequate to provide for the discharge of the lien plus any interest, costs, reasonable attorneys’ 
fees or other charges that could accrue as a result of foreclosure or sale of the Collateral. In any contest Grantor shall defend itself and 
Lender and shall satisfy any final adverse judgment before enforcement against the Collateral. Grantor shall name Lender as an additional 
obligee under any surety bond furnished in the contest proceedings. Grantor further agrees to furnish Lender with evidence that such taxes, 
assessments, and governmental and other charges have been paid in full and in a timely manner. 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.  

Compliance with Governmental Requirements. 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 wetlands for the production of an 
agricultural product or commodity. Grantor may contest in good faith any such law, ordinance or regulation and withhold compliance during 
any proceeding, including appropriate appeals, so long as Lender’s interest in the Collateral, in Lender’s opinion, is not jeopardized.  

Hazardous Substances. Grantor represents and warrants that the Collateral never has been, and never will be so long as this Agreement 
remains a lien on the Collateral, used in violation of any Environmental Laws or for the generation, manufacture, storage, transportation, 
treatment, disposal, release or threatened release of any Hazardous Substance. The representations and warranties contained herein are based 
on Grantor’s due diligence in investigating the Collateral for Hazardous Substances. Grantor hereby (1) releases and waives any future 
claims against Lender for indemnity or contribution 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 payment of the Indebtedness and the satisfaction of 
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this Agreement.  

Maintenance of Casualty Insurance. Grantor shall procure and maintain all risks insurance, including without limitation fire, theft and 
liability coverage together with such other insurance as Lender may require with respect to the Collateral, in form, amounts, coverages and 
basis reasonably acceptable to Lender and issued by a company or companies reasonably acceptable to Lender. Grantor, upon request of 
Lender, will deliver to Lender from time to time the policies or certificates of insurance in form satisfactory to Lender, including stipulations 
that coverages will not be cancelled or diminished without at least ten (10) 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  
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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 holds or is offered a security interest, Grantor will provide Lender with such loss payable 
or other endorsements as Lender may require. If Grantor at any time fails to obtain or maintain any insurance as required under this 
Agreement, Lender may (but shall not be obligated to) obtain such insurance as Lender deems appropriate, including if Lender so chooses 
“single interest insurance,” which will cover only Lender’s interest in the Collateral.  

Application of Insurance Proceeds. Grantor shall promptly notify Lender of any loss or damage to the Collateral if the estimated cost of 
repair or replacement exceeds $ $1,000.00, whether or not such casualty or loss is covered by insurance. Lender may make proof of loss if 
Grantor fails to do so within fifteen (15) days of the casualty. All proceeds of any insurance on the Collateral, including accrued proceeds 
thereon, shall be held by Lender as part of the Collateral. If Lender consents to repair or replacement of the damaged or destroyed Collateral, 
Lender shall, upon satisfactory proof of expenditure, pay or reimburse Grantor from the proceeds for the reasonable cost of repair 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.  

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 to be sufficient 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 before 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 Lender, shall furnish to Lender reports on each existing policy of insurance showing such 
information as Lender may reasonably request including the following: (1) the name of the insurer; (2) the risks insured; (3) the amount of 
the policy; (4) the property insured; (5) the then current value on the basis of which insurance has been obtained and the manner of 
determining 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.  

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 documents that are necessary 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 Agreement as a financing statement. If Grantor 
changes Grantor’s name or address, or the name or address of any person granting a security interest under this Agreement changes, Grantor 
will promptly notify the Lender of such change.  

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 apply to any Collateral where possession of the Collateral by Lender is required by law to perfect 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 Default exists, Lender may exercise its rights to collect the accounts and to notify account debtors to make payments directly to 
Lender for application to the Indebtedness. If Lender at any time has possession of any Collateral, whether before or after an Event of Default, 
Lender 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 request 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 
necessary to preserve any rights in the Collateral against prior parties, nor to protect, preserve or maintain any security interest given to secure 
the Indebtedness.  

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially 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 due any amounts Grantor is required to discharge or pay under this Agreement or any Related Documents, Lender 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 incurred or paid by Lender for such purposes will then bear interest 
at the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become 
a part of the Indebtedness and, at Lender’s option, will (A) be payable 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 remedies to which Lender may be entitled upon 
Default.  

DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:  

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.  

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on Grantor’s behalf under this 
Agreement or the Related Documents 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. 
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Defective Collateralization. This Agreement 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 appointment 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.  
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Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-help, 
repossession or any other method, 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 dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the 
creditor or forfeiture proceeding and if Grantor 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, surety, or accommodation party 
of any of the Indebtedness or guarantor, endorser, surety, or accommodation party dies or becomes incompetent or revokes or disputes the 
validity of, or liability under, any Guaranty of the Indebtedness.  

Adverse Change. A material adverse change occurs in Grantor’s financial condition, or Lender believes the prospect of payment or 
performance of the Indebtedness is impaired.  

Insecurity. Lender in good faith believes itself insecure.  

Cure Provisions. If any default, other than a default in payment is curable and if Grantor has not been given a notice of a breach of the same 
provision of this Agreement within the preceding twelve (12) months, it may be cured if Grantor, after Lender sends written notice to 
Grantor demanding cure of such default: (1) cures the default within fifteen (15) days; or (2) if the cure requires more than fifteen (15) days, 
immediately initiates steps which Lender deems in Lender’s sole discretion to be sufficient to cure the default and thereafter continues and 
completes all reasonable and necessary steps sufficient to produce compliance as soon as reasonably practical.  

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 Minnesota Uniform Commercial Code. In addition and without limitation, Lender may exercise any 
one or more of the following rights and remedies:  

Accelerate Indebtedness. Lender may declare the entire Indebtedness, including any prepayment penalty which Grantor would be required 
to pay, 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 upon 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 law, 
reasonable notice of the time and place of any public sale, or the time after which any private sale or any other 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 
agreement waiving that person’s right to notification of sale. The requirements of reasonable notice shall be met if such notice is given at 
least ten (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 receiver appointed to take possession of all or any part of the Collateral, with the 
power to protect and preserve the Collateral, to operate the Collateral preceding foreclosure or sale, and to collect the Rents from the 
Collateral and apply the proceeds, over and above the cost of the receivership, against the Indebtedness. The receiver may serve without 
bond if permitted by law. Lender’s right to the appointment of a receiver shall exist whether or not the apparent value of the Collateral 
exceeds the Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a receiver.  

Collect Revenues, Apply Accounts. Lender, either 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 into Lender’s own name or that of Lender’s nominee 
and receive the payments, rents, income, and revenues therefrom and hold the same as security for the Indebtedness or apply it to payment 
of the Indebtedness in such order of preference as Lender may determine. Insofar as the Collateral consists of accounts, general intangibles, 
insurance policies, instruments, chattel paper, choses in action, or similar property, Lender may demand, collect, receipt for, settle, 
compromise, adjust, sue for, foreclose, or realize on the Collateral as Lender may determine, whether or not Indebtedness 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 payments are to be sent; and endorse notes, checks, drafts, money orders, documents of title, 
instruments and items pertaining to payment, shipment, or storage of any Collateral. To facilitate collection, Lender may notify account 
debtors and obligors on any Collateral to make payments directly to Lender.  

Obtain Deficiency. If Lender chooses 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 transaction described in this subsection 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 
Agreement, the Related Documents, or by any other writing, shall be cumulative and may be exercised 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 Grantor under this Agreement, after Grantor’s failure to perform, shall not affect Lender’s right to declare a default 
and exercise its remedies.  
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MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:  

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 
signed by the party or parties sought to be charged or bound by the alteration or amendment.  

Attorneys’ Fees; Expenses. Grantor 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 connection with the enforcement of this Agreement. Lender may hire or pay  
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someone else to help enforce this Agreement, and Grantor shall pay the costs and expenses of such enforcement. Costs and expenses include 
Lender’s reasonable attorneys’ fees and legal expenses whether or not there is a lawsuit, including reasonable attorneys’ fees and legal 
expenses for bankruptcy proceedings (including efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated 
post-judgment collection services. Grantor also shall pay all court costs and such additional fees as may be directed by the court.  

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

Governing Law. This Agreement will be governed by federal law applicable to Lender and, to the extent not preempted by federal 
law, the laws of the State of Minnesota without regard to its conflicts of law provisions. This Agreement has been accepted by 
Lender in the State of Minnesota.  

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 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 
between Lender and Grantor, shall constitute a waiver of any of Lender’s rights or of any of 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 continuing consent to subsequent instances 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 recognized overnight courier, 
or, if mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses 
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, Grantor agrees to 
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 deemed to be notice given to all Grantors.  

Power of Attorney. Grantor hereby appoints Lender as Grantor’s irrevocable attorney-in-fact for the purpose of executing any documents 
necessary to perfect, amend, or to continue the security interest granted in this Agreement or to demand termination of filings of other 
secured 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 Agreement to be illegal, invalid, or unenforceable 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 modified 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 Agreement.  

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 successors with reference to this Agreement and the 
Indebtedness by way of forbearance or extension without releasing Grantor from the obligations of this Agreement or liability under the 
Indebtedness.  

Survival of Representations and Warranties. All representations, warranties, and agreements made by Grantor in this Agreement shall 
survive the execution and delivery of this Agreement, 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.  

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 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 Commercial Security Agreement, as this Commercial Security Agreement may be amended 
or modified from time to time, together with all exhibits and schedules attached to this Commercial Security Agreement from time to time.  

Borrower. The word “Borrower” means Uroplasty, Inc. and includes all co-signers and co-makers 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.  

Default. The word “Default” means the Default set forth in this Agreement in the section titled “Default”.  

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 Response, 
Compensation, and Liability Act of 1980, as amended, 42 U.S.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.S.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 regulations 
adopted pursuant thereto, or common law, and shall also include pollutants, contaminants, polychlorinated biphenyls, asbestos, urea 
formaldehyde, petroleum and petroleum products, and agricultural chemicals.  

Event of Default. The words “Event of Default” mean any of the events of default set forth in this Agreement in the default section of this 
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Agreement.  

Grantor. The word “Grantor” means Uroplasty, Inc.,  

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

Hazardous Substances. The words “Hazardous Substances” mean materials that, because of their quantity, concentration or physical, 
chemical or infectious characteristics, may cause or pose a present or potential hazard to human health or the environment when  
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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 toxic substances, materials or 
waste as defined by or listed under the Environmental Laws. The term “Hazardous Substances” also includes, without limitation, petroleum 
and petroleum by-products or any fraction thereof and asbestos.  

Indebtedness. The word “Indebtedness” means the indebtedness evidenced by the Note or Related Documents, including all principal and 
interest together with all other indebtedness and costs and expenses for which Grantor is responsible under this Agreement or under any of 
the Related Documents. Specifically, without limitation, Indebtedness includes all amounts that may be indirectly secured by the Cross-
Collateralization provision of this Agreement.  

Lender. The word “Lender” means Venture Bank, its successors and assigns.  

Note. The word “Note” means the Note executed by Uroplasty, Inc. in the principal amount of $2,000,000.00 dated October 30, 2009, 
together with all renewals of, extensions of, modifications of, refinancings of, consolidations of, and substitutions for the note or credit 
agreement.  

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 Agreement.  

Related Documents. The words “Related Documents” mean all promissory notes, credit agreements, loan agreements, environmental 
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other instruments, 
agreements and documents, whether now or hereafter existing, executed in connection with the Indebtedness.  

GRANTOR HAS READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS COMMERCIAL SECURITY AGREEMENT 
AND AGREES TO ITS TERMS. THIS AGREEMENT IS DATED OCTOBER 30, 2009.  

GRANTOR:  

UROPLASTY, INC.  

LASER PRO Lending, Ver. 5.46.00.003 Copr. Harland Financial Solutions, Inc. 1997, 2009. All Rights Reserved. 
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By: /s/ Mahedi A. Jiwani
    

  

Mahedi A. Jiwani, CFO/Treasurer of Uroplasty, Inc.  
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COLLATERAL SCHEDULE  

References in the boxes above are for Lender’s use only and do not limit the applicability of this document to any particular loan or item. 
Any item above containing “* * *” has been omitted due to text length limitations.  

          COMMENTS:  

     The undersigned represents and warrants that the foregoing is true, complete and correct, and that the information reflected in this 
Collateral Schedule complies with the representations and warranties set forth in the Security Agreement and in the Loan Agreement 
between the undersigned and Venture Bank dated October 30, 2009.  

LASER PRO Lending, Ver. 5.46.00.003 Copr. Harland Financial Solutions, Inc. 1997, 2009. All Rights Reserved. 

         
Principal  Loan Date  Maturity  Loan No Call / Coll Account  Officer Initials

$2,000,000.00 10-30-2009  11-02-2010  13664  10034

   
Borrower:   Uroplasty, Inc. Lender: Venture Bank
    5420 Feltl Road 5601 Green Valley Drive, Suite 120
    Minnetonka, MN 55343 Bloomington, MN 55437
 
ACCOUNTS RECEIVABLE 

1. Accounts Receivable Book Value as of                                       $                      
2. Additions (please explain on reverse) $                    
3. TOTAL ACCOUNTS RECEIVABLE $                    

  
DEDUCTIONS 

4. Accounts 90 days or more from the invoice date $                    
5. Accounts with offsetting claims $                    
6. Other Deductions (please explain on reverse)  $                      
7. TOTAL ACCOUNTS RECEIVABLE DEDUCTIONS $                    
8. Eligible Accounts (No. 3 - No. 7) $                    
9. LOAN VALUE OF ACCOUNTS (80.000% of No. 8) $                    

  
INVENTORY 

10. Inventory Book Value as of                                 $                    
11. Additions (please explain on reverse)  $                      
12. TOTAL INVENTORY $                    

  
DEDUCTIONS 

13. Obsolete Inventory $                    
14. Inventory with offsetting claims $                    
15. Other Deductions (please explain on reverse) $                    
16. TOTAL INVENTORY DEDUCTIONS  $                      
17. Eligible Inventory (No. 12 - No. 16) $                    
18. LOAN VALUE OF INVENTORY (50.000% of No. 17) $                    

 
BALANCE

19. Maximum Loan Amount $2,000,000.00
20. Present balance owing Lender $                    
21. Amount due (larger of No. 20 minus No. 19 or No. 20 minus Nos. 9 + 18)  $                      
22. Available unused loan value (lesser of $2,000,000.00 minus No. 20 or Nos. 9 + 18 minus No. 20) $                    

 
AMOUNT OF REQUESTED LOAN ADVANCE $                    

     
By:    
    

  

Authorized Signer   
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AGREEMENT TO PROVIDE INSURANCE  

References in the boxes above are for Lender’s use only and do not limit the applicability of this document to any particular loan or item. 
Any item above containing “* * *” has been omitted due to text length limitations.  

INSURANCE REQUIREMENTS. Grantor, Uroplasty, Inc. (“Grantor”), understands that insurance coverage is required in connection with 
the extending of a loan or the providing of other financial accommodations to Grantor by Lender. These requirements are set forth in the 
security documents for the loan. The following minimum insurance coverages must be provided on the following described collateral (the 
“Collateral”):  

INSURANCE COMPANY. Grantor may obtain insurance from any insurance company Grantor may choose that is reasonably acceptable to 
Lender. Grantor understands that credit may not be denied solely because insurance was not purchased through Lender.  

INSURANCE MAILING ADDRESS. All documents and other materials relating to insurance for this loan should be mailed, delivered or 
directed to the following address:  

Venture Bank 
5601 Green Valley Drive 
Bloomington, MN 55437  

FAILURE TO PROVIDE INSURANCE. Grantor agrees to deliver to Lender, on the latest delivery date stated above, proof of the required 
insurance as provided above, with an effective date of October 30, 2009, or earlier. Grantor acknowledges and agrees that if Grantor fails to 
provide any required insurance or fails to continue such insurance in force, Lender may do so at Grantor’s expense as provided in the 
applicable security document. The cost of any such insurance, at the option of Lender, shall be added to the indebtedness as provided in the 
security document. GRANTOR ACKNOWLEDGES THAT IF LENDER SO PURCHASES ANY SUCH INSURANCE, THE INSURANCE 
WILL PROVIDE LIMITED PROTECTION AGAINST PHYSICAL DAMAGE TO THE COLLATERAL, UP TO AN AMOUNT EQUAL 
TO THE LESSER OF (1) THE UNPAID BALANCE OF THE DEBT, EXCLUDING ANY UNEARNED FINANCE CHARGES, OR 
(2) THE VALUE OF THE COLLATERAL; HOWEVER, GRANTOR’S EQUITY IN THE COLLATERAL MAY NOT BE INSURED. IN 
ADDITION, THE INSURANCE MAY NOT PROVIDE ANY PUBLIC LIABILITY OR PROPERTY DAMAGE INDEMNIFICATION AND 
MAY NOT MEET THE REQUIREMENTS OF ANY FINANCIAL RESPONSIBILITY LAWS.  

AUTHORIZATION. For purposes of insurance coverage on the Collateral, Grantor authorizes Lender to provide to any person (including any 
insurance agent or company) all information Lender deems appropriate, whether regarding the Collateral, the loan or other financial 
accommodations, or both.  

GRANTOR ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS AGREEMENT TO PROVIDE INSURANCE 
AND AGREES TO ITS TERMS. THIS AGREEMENT IS DATED OCTOBER 30, 2009.  

               
Principal  Loan Date  Maturity  Loan No Call / Coll Account  Officer Initials

$2,000,000.00 10-30-2009  11-02-2010  13664  10034

   
Grantor:   Uroplasty, Inc. Lender: Venture Bank
    5420 Feltl Road    5601 Green Valley Drive, Suite 120
    Minnetonka, MN 55343 Bloomington, MN 55437

   
     Collateral:  

 

All inventory, equipment, accounts (including but not limited to all health-care-insurance receivables), chattel 
paper, instruments (including but not limited to all promissory notes), letter-of-credit rights, letters of credit, 
documents, deposit accounts, investment property, money, other rights to payment and performance, and general 
intangibles (including but not limited to all software and all payment intangibles); all oil, gas and other minerals 
before extraction; all oil, gas, other minerals and accounts constituting as-extracted collateral; all fixtures; all 
timber to be cut; all attachments, accessions, accessories, fittings, increases, tools, parts, repairs, supplies, and 
commingled goods relating to the foregoing property, and all additions, replacements of and substitutions for all or 
any part of the foregoing property; all insurance refunds relating to the foregoing property; all good will relating to 
the foregoing property; all records and data and embedded software relating to the foregoing property, and all 
equipment, inventory and software to utilize, create, maintain and process any such records and data on electronic 
media; and all supporting obligations relating to the foregoing property; all whether now existing or hereafter 
arising, whether now owned or hereafter acquired or whether now or hereafter subject to any rights in the 
foregoing property; and all products and proceeds (including but not limited to all insurance payments) of or 
relating to the foregoing property.

 

    Type: All risks, including fire, theft and liability.
 

    Amount: Full Insurable Value.
 

    Basis: Replacement value.
 

   
 

Endorsements: Lender loss payable clause with stipulation that coverage will not be cancelled or diminished without a 
minimum of 10 days prior written notice to Lender.

 

    Deductibles: $5,000.00.
 

    Latest Delivery Date: By the loan closing date.

   
GRANTOR:
    
UROPLASTY, INC.
    
By: /s/ Mahedi A. Jiwani
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    Mahedi A. Jiwani, CFO/Treasurer of Uroplasty, Inc. 
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FOR LENDER USE ONLY 
INSURANCE VERIFICATION  

   
    AGREEMENT TO PROVIDE INSURANCE
Loan No: 13664   (Continued) Page 2

     
DATE:                       PHONE                    
   
AGENT’S NAME:   

  

 
   
AGENCY:   

  

 
   
ADDRESS:

 
  
  

 
INSURANCE COMPANY:   

  

 
   
POLICY NUMBER:   

  

 
   
EFFECTIVE DATES:  
    

 

   
 

    
COMMENTS:  
    

 

    
 

LASER PRO Lending, Ver. 5.46.00.003 Copr. Harland Financial Solutions, Inc. 1997, 2009. All Rights Reserved.  
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NOTICE OF INSURANCE REQUIREMENTS  

References in the boxes above are for Lender’s use only and do not limit the applicability of this document to any particular loan or item. 
Any item above containing “* * *” has been omitted due to text length limitations.  

Dear Insurance Agent:  

Grantor, Uroplasty, Inc. (“Grantor”) is obtaining a loan from Venture Bank. Please send appropriate evidence of insurance to Venture Bank, 
together with the requested endorsements, on the following property, which Grantor is giving as security for the loan.  

GRANTOR:  

RETURN TO:  

Venture Bank 
5601 Green Valley Drive 
Bloomington, MN 55437  

LASER PRO Lending, Ver. 5.46.00.003 Copr. Harland Financial Solutions, Inc. 1997, 2009. All Rights Reserved. 

                   
Principal   Loan Date  Maturity  Loan No Call / Coll Account  Officer Initials

    10-30-2009     13664   10034 

   
Grantor:  Uroplasty, Inc. Lender: Venture Bank
    5420 Feltl Road    5601 Green Valley Drive, Suite 120
    Minnetonka, MN 55343 Bloomington, MN 55437
   
TO: ATTN: Insurance Agent DATE: October 30, 2009

RE:  Policy Number(s): 
Insurance Companies/Company:

     
   

 

Collateral:

 

All inventory, equipment, accounts (including but not limited to all health-care-insurance receivables), chattel 
paper, instruments (including but not limited to all promissory notes), letter-of-credit rights, letters of credit, 
documents, deposit accounts, investment property, money, other rights to payment and performance, and general 
intangibles (including but not limited to all software and all payment intangibles); all oil, gas and other minerals 
before extraction; all oil, gas, other minerals and accounts constituting as-extracted collateral; all fixtures; all 
timber to be cut; all attachments, accessions, accessories, fittings, increases, tools, parts, repairs, supplies, and 
commingled goods relating to the foregoing property, and all additions, replacements of and substitutions for all or 
any part of the foregoing property; all insurance refunds relating to the foregoing property; all good will relating to 
the foregoing property; all records and data and embedded software relating to the foregoing property, and all 
equipment, inventory and software to utilize, create, maintain and process any such records and data on electronic 
media; and all supporting obligations relating to the foregoing property; all whether now existing or hereafter 
arising, whether now owned or hereafter acquired or whether now or hereafter subject to any rights in the 
foregoing property; and all products and proceeds (including but not limited to all insurance payments) of or 
relating to the foregoing property.

 

      Type: All risks, including fire, theft and liability.
 

      Amount: Full Insurable Value.
 

      Basis: Replacement value.
 

   
 

 
 

Endorsements: Lender loss payable clause with stipulation that coverage will not be cancelled or diminished without a 
minimum of 10 days prior written notice to Lender.

 

      Deductibles: $5,000.00.
 

      Latest Delivery Date: By the loan closing date.

     
UROPLASTY, INC.  
      
By: /s/ Mahedi A. Jiwani  
    

  

Mahedi A. Jiwani, CFO/Treasurer of Uroplasty, Inc. 
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DISBURSEMENT REQUEST AND AUTHORIZATION  

References in the boxes above are for Lender’s use only and do not limit the applicability of this document to any particular loan or item. 
Any item above containing “* * *” has been omitted due to text length limitations.  

LOAN TYPE. This is a Variable Rate Nondisclosable Revolving Line of Credit Loan to a Corporation for $2,000,000.00 due on November 2, 
2010.  

PRIMARY PURPOSE OF LOAN. The primary purpose of this loan is for:  

SPECIFIC PURPOSE. The specific purpose of this loan is: Refinance loan #13017 Working Capital line of credit.  

DISBURSEMENT INSTRUCTIONS. Borrower understands that no loan proceeds will be disbursed until all of Lender’s conditions for 
making the loan have been satisfied. Please disburse the loan proceeds of $2,000,000.00 as follows:  

CHARGES PAID IN CASH. Borrower has paid or will pay in cash as agreed the following charges:  

AUTOMATIC PAYMENTS. Borrower hereby authorizes Lender automatically to deduct from Borrower’s Demand Deposit — Checking 
account, numbered 009589, the amount of any loan payment. If the funds in the account are insufficient to cover any payment, Lender shall not 
be obligated to advance funds to cover the payment. At any time and for any reason, Borrower or Lender may voluntarily terminate Automatic 
Payments.  

FINANCIAL CONDITION. BY SIGNING THIS AUTHORIZATION, BORROWER REPRESENTS AND WARRANTS TO 
LENDER THAT THE INFORMATION PROVIDED ABOVE IS TRUE AND CORRECT AND THAT THERE HAS BEEN NO 
MATERIAL ADVERSE CHANGE IN BORROWER’S FINANCIAL CONDITION AS DISCLOSED IN BORROWER’S MOST 
RECENT FINANCIAL STATEMENT TO LENDER. THIS AUTHORIZATION IS DATED OCTOBER 30, 2009.  

BORROWER:  

LASER PRO Lending, Ver. 5.46.00.003 Copr. Harland Financial Solutions, Inc. 1997, 2009. All Rights Reserved. 

                   
Principal   Loan Date  Maturity  Loan No Call / Coll Account  Officer Initials

$2,000,000.00   10-30-2009  11-02-2010   13664   10034 

    
Borrower: Uroplasty, Inc. Lender: Venture Bank
    5420 Feltl Road    5601 Green Valley Drive, Suite 120
    Minnetonka, MN 55343 Bloomington, MN 55437

 �  Maintenance of Borrower’s Primary Residence.
 

 �  Personal, Family or Household Purposes or Personal Investment.
 

 �  Agricultural Purposes.
 

 �  Business Purposes.

 
Undisbursed Funds: $2,000,000.00
   

 
 

  
Note Principal:  $2,000,000.00 

 
Prepaid Finance Charges Paid in Cash: $7,500.00

$7,500.00 Origination Fee 
  
Other Charges Paid in Cash: $ 250.00

$250.00 Loan Documentation Fee     
   

 
 

  
Total Charges Paid in Cash: $7,750.00

     
UROPLASTY, INC.  
     
By: /s/ Mahedi A. Jiwani  
    

  

Mahedi A. Jiwani, CFO/Treasurer of Uroplasty, Inc. 
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Exhibit 31.1 

CERTIFICATION PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  

I, David B. Kaysen, certify that:  

1. I have reviewed this report on Form 10-Q for the quarterly period ended September 30, 2009 of Uroplasty, Inc. (the “Registrant”);  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;  

4. The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 
15d-15(f)) for the Registrant and have:  

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, 
to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within 
those entities, particularly during the period in which this report is being prepared;  

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles;  

(c) evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report, based on such evaluation; and  

(d) disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant’s most 
recent fiscal quarter (the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the Registrant’s internal control over financial reporting; and  

5. The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent 
functions):  

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and  

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal 
control over financial reporting.  

Date: November 2, 2009  
 
   By /s/ DAVID B. KAYSEN 
   

 
 

   
 

      David B. Kaysen, President and Chief Executive Officer  
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CERTIFICATION PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  

I, Mahedi A. Jiwani, certify that:  

1. I have reviewed this report on Form 10-Q for the quarterly period ended September 30, 2009 of Uroplasty, Inc. (the “Registrant”);  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;  

4. The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 
15d-15(f)) for the Registrant and have:  

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, 
to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within 
those entities, particularly during the period in which this report is being prepared;  

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles;  

(c) evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report, based on such evaluation; and  

(d) disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant’s most 
recent fiscal quarter (the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the Registrant’s internal control over financial reporting; and  

5. The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent 
functions):  

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and  

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal 
control over financial reporting.  

Date: November 2, 2009  
 
   By /s/ MAHEDI A. JIWANI 
      

 
  

   Mahedi A. Jiwani, Chief Financial Officer
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Exhibit 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Quarterly Report of Uroplasty, Inc. (the “Company”) on Form 10-Q for the quarterly period ended September 30, 2009 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, David B. Kaysen, President and Chief Executive 
Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:  

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and  

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the 
Company.  

/s/ DAVID B. KAYSEN  

David B. Kaysen 
Chief Executive Officer  

Dated: November 2, 2009  
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CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Quarterly Report of Uroplasty, Inc. (the “Company”) on Form 10-Q for the quarterly period ended September 30, 2009 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Mahedi A. Jiwani, Chief Financial Officer of the 
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:  

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and  

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the 
Company.  

/s/ MAHEDI A. JIWANI  

Mahedi A. Jiwani 
Chief Financial Officer  

Dated: November 2, 2009  




