
EXHIBIT G: NOTE INDENTURE

This Note Indenture is entered into by Pajama Factory LLC, a Pennsylvania limited liability company

(the “Company”) and each person who acquires a promissory note referencing this Note Indenture (a

“Purchaser”).

Background

The Company offers promissory notes (the “Notes”) pursuant to a Form C filed with the Securities

and Exchange Commission on _________________, 2023 (the “Offering”). This Note Indenture sets forth

certain terms applicable to the Notes that are not set forth in the Notes themselves.

NOW, THEREFORE, acknowledging the receipt of adequate consideration and intending to be

legally bound, the parties hereby agree as follows:

1. Application of Note Indenture to Notes. The Company and each Purchaser hereby agree that

the terms of this Note Indenture shall apply to each Note, as if the terms of this Note Indenture were

fully set forth in each Note.

2. Events of Default. An “Event of Default” shall be deemed to have occurred for purposes of this

Note Indenture if:

2.1.The Company fails to pay to a Purchaser any amount due under the Note held by such Purchaser

and such failure continues for thirty (30) days following written notice from such Purchaser; or

2.2.The Company becomes subject to a voluntary or involuntary proceeding of bankruptcy,

insolvency, or otherwise subject to receivership and remains so for a period of sixty (60) days; or

2.3.The Company breaches its obligations under section 4 and such breach remains uncured for sixty

(60) days following written notice from any Purchaser.

3. Consequences of Default.

3.1.Notice. Upon the occurrence of an Event of Default, the Company shall notify all Purchasers,

describing the circumstances of such Event of Default (a “Notice of Default”). The Company’s Notice of

Default shall be accompanied by a list showing, with respect to each Purchaser, the name and email

address of such Purchaser as well as the amount outstanding with respect to the Note(s) held by such

Purchaser.

3.2.Appointment of Representative.

3.2.1. Selection. Upon the occurrence of an Event of Default, a single representative shall be

appointed to represent all of the Purchasers as a group (the “Representative”). The Representative, who

may but need not be a Purchaser, shall be selected by the affirmative vote of Purchasers holding a

majority of the Notes, measured by the amount outstanding with respect to each Note. If the Purchasers

Page | 1
6270111 v1



have not selected a Representative within sixty (60) days following the Notice of Default, then the

Company may select a Representative, who shall (i) not be employed by or affiliated with the Company,

and (ii) have relevant experience representing the interests of bondholders or noteholders.

3.2.2. Authority of Representative. The Representative shall have the power, on behalf of each

Purchaser, to pursue such remedies against the Company as may be available by law and pursuant to this

Note Indenture, for the purpose of maximizing the return to the Purchasers as a group, and to settle the

claims of each Purchaser on such terms as the Representative may determine in its sole and unlimited

discretion, subject to the other provisions of this Note Indenture. The Representative may pursue such

remedies notwithstanding that the Representative does not have physical possession of the Notes and

without naming the Purchasers as parties.

3.2.3. Power of Attorney. Upon the appointment of a Representative, each Purchaser shall be

deemed to have granted to the Representative a limited Power of Attorney for the purpose of carrying

out such Representative’s responsibilities under this Note Indenture. Each Purchaser shall, upon the

request of the Representative, execute such additional documents and instruments as may be

reasonable necessary to confirm such limited Power of Attorney and otherwise carry out the purposes of

this Note Indenture.

3.2.4. No Separate Claims. No Purchaser may bring any claim against the Company to enforce

the payment obligation evidenced by a Note. All such claims may be brought only by the Representative,

acting on behalf of and in the name of each Purchaser.

3.2.5. Release of Claims by Purchasers. Each Purchaser hereby releases the Representative for

all claims arising from the Representative’s performance of its services pursuant to this Note Indenture,

except and to the extent that such claims arise from the gross negligence or intentional misconduct of

the Representative.

3.2.6. Fees of Representative. The fees of the Representative shall be paid by the Company,

and no Purchaser shall be obligated to pay such fees directly, understanding that the fees paid to the

Representative by the Company could reduce the amount ultimately paid to the Purchasers with respect

to the Notes.

3.2.7. Resignation of Representative. A Representative may resign at any time by giving notice

to the Company and all of the Purchasers at least thirty (30) days before such resignation is to become

effective. Upon the resignation of a Representative a replacement shall be selected by the affirmative

vote of Purchasers holding a majority of the Notes, measured by the amount outstanding with respect to

each Note. If the Purchasers have not selected a replacement Representative within sixty (60) days

following the effective date of the resignation, then the Company may select a replacement

Representative in accordance with section 3.2.1.

3.2.8. Termination of Representative. The services of a Representative may be terminated at

any time by the affirmative vote of Purchasers holding a majority of the Notes, measured by the amount

outstanding with respect to each Note, but only if they simultaneously appoint a replacement
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Representative.

3.3.Remedies.

3.3.1. In General. Upon the occurrence of an Event of Default, the Purchasers shall be entitled

to any remedy that may be available by law. However, the Representative shall not, without the

affirmative consent of Purchasers holding a majority of the Notes, measured by the amount outstanding

with respect to each Note, have the right to accelerate the payment of outstanding principal with

respect to the Notes.

3.3.2. Additional Interest. Following the occurrence of an Event of Default, and continuing

while such Event of Default remains in effect, the interest rate payable with respect to each Note shall be

increased by twenty percent (20%). For example, if the interest rate on a Note were eight percent (8%)

before an Event of Default, it would be nine point six percent (9.6%) following and during the

continuance of an Event of Default.

3.3.3. Expenses. Following the occurrence of an Event of Default, and continuing while such

Event of Default remains in effect, the Company shall be responsible for the reasonable fees of the

Representative, the reasonable fees of attorneys engaged by the Representative, and all other

reasonable costs of the Representative incurred to pursue the remedies set forth above.

3.4.Application of Payments.

3.4.1. In General. Following any Event of Default with respect to any Note, and continuing

while such Event of Default remains in effect, the Company shall apply all payments made by the

Company with respect to Notes in the following order of priority:

(a) First, to pay the expenses described in section 3.3.3;

(b) Second, to pay interest due as of the date of such payment, in the order of the due dates

of such interest, with the interest longest overdue paid first, and, if the amount available is insufficient to

pay in full all interest due as of a given date, then to pay a pro rata portion of all such interest; and

(c) Third, to pay principal due as of the date of such payment, in the order of the due dates

of such principal, with the principal longest overdue paid first, and, if the amount available is insufficient

to pay in full all principal due as of a given date, then to pay a pro rata portion of all such principal.

3.4.2. Payments Deemed Held in Trust. Any Purchaser who receives a payment while an Event

of Default remains in effect in excess of the amount such Purchaser should have received pursuant to

section 3.4.1 shall be deemed to be holding such excess in trust for the benefit of other Purchasers, and

shall return such excess on demand.

3.5.Forbearance Not a Waiver. If a Purchaser or the Representative delays in exercising or fails to

exercise any of its rights under a Note or this Note Indenture, that delay or failure shall not constitute a

waiver of any rights or of any breach or default. No waiver by a Purchaser or the Representative shall be
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effective unless the waiver is expressly stated in a writing signed by the Purchaser or the Representative,

as the case may be.

3.6.Termination of Default. An Event of Default shall be deemed to have been terminated upon the

earliest to occur of:

3.6.1. The date the Representative and the Company enter into a settlement of all claims; or

3.6.2. If the acceleration of the outstanding principal with respect to the Notes has not been

authorized by the Purchasers, the date the Company has paid (i) to the Purchasers, all interest and

principal due through such date, taking into account section 3.3.2; and (ii) to the Representative, all the

expenses described in section 3.3.3; or

3.6.3. If the acceleration of the outstanding principal with respect to the Notes has been

authorized by the Purchasers, the date the Company has paid (i) to the Purchasers all interest and

principal due through such date, taking into account section 3.3.2 and (ii) to the Representative, all the

expenses described in section 3.3.3; but only if Purchasers holding a majority of the Notes, measured by

the amount outstanding with respect to each Note, agree to annul the demand for acceleration.

4. Limitation on Distributions.

4.1.Certification Required. Before making any distribution to its equity owners, the Company shall

obtain from its Manager a certification that, in the opinion of the Manager, the remaining assets of the

Company (i.e., the assets remaining following such distribution) will, more likely than not, be sufficient to

make all scheduled payments with respect to the Notes issued and outstanding at the time of such

distribution.

4.2.No Distributions Upon Default. The Company shall not make any distributions to its equity

owners (i) following the occurrence of an Event of Default, (ii) while such Event of Default remains in

effect, or (iii) for a period of three (3) months following the termination of such Event of Default.

4.3.Obligation to Return Distributions. Before making any distribution to its equity owners, the

Company shall obtain from each equity owner a binding written covenant that if an Event of Default

occurs within six (6) months following the date of any distribution, such equity owner shall return to the

Company the entire amount received by such equity owner during such six (6) month period.

4.4. Limitation of Liability. Neither the Company’s Manager nor any person acting on behalf of the

Company’s Manager shall be liable to any person for having made a certification described in section 4.1

unless such person acted out of self-interest and with gross negligence or intentional disregard to the

financial condition of the Company. In no event shall any such person be liable if, immediately following

the distribution that was the subject of the certification, the aggregate outstanding indebtedness of the

Company did not exceed eighty percent (80%) of the aggregate fair market value of all of the Company’s

assets.
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5. Payments Required.

5.1.Maturity Date. The entire amount outstanding under each Note, including all outstanding

principal, Regular Interest, and Participation Interest (as such terms are defined below), shall be due five

(5) years and one (1) month after this Offering closed, on _______________ (the “Maturity Date”).

5.2.Regular Interest. Interest (“Regular Interest”) shall be paid on the outstanding principal of each

Note at the rate of four percent (4%) per year. Regular Interest shall be paid no later than January 15th of

each year for all Regular Interest accrued through December 31st of the preceding year. However, if the

Company’s Cash Flow (as defined below) is less than the amount of all Regular Interest due, the

Company may defer the shortfall until such time as it has sufficient Cash Flow. In that event, the unpaid

Regular Interest shall bear interest at four percent (4%) per year until paid.

5.3.Deferred Interest. In addition to Regular Interest, Deferred Interest (“Deferred Interest”) shall

accrue on the outstanding principal of each Note at the rate of four percent (4%) per year, not be

compounded, and shall be disbursed by the Maturity Date.

5.4.Cash Flow.

5.4.1. In General. For purposes of this section 5, the Company’s “Cash Flow” means the excess

of the Company’s cash receipts over its cash expenses. Cash receipts include, but are not limited to,

contributions and loans from members and others (including the proceeds of the Offering and other

offerings of securities), rents, interest, the proceeds of loans, and amount released from reserve

accounts; while cash expenses include, but are not limited to, debt service, loan repayments, taxes, rent,

fees and expenses paid to third parties, and amounts contributed to reserve accounts. Every distribution

made to the equity owners of the Company shall be deemed to consist of Cash Flow.

5.4.2. Payments to Related Persons. Payments made by the Company to related parties shall

not be taken into account in calculating the Company’s Cash Flow. For these purposes, “related parties”

means any member, manager, or officer of the Company and any person that would be treated as

related to a member, manager, or officer under sections 267(b) or 707(b) of the Internal Revenue Code,

substituting the phrase “at least 10%” for the phrase “more than 50%” each place it occurs.

5.5.Prepayment. The Company may prepay any Note at any time, in whole or in part, without

penalty.

6. Payment and Withholding.

6.1.Payment. All payments with respect to the Notes will be made as Automated Clearing House

(ACH) deposits into an account designated by each Purchaser. To the extent a Purchaser does not

authorize the Company to make such ACH distributions into a designated Purchaser account, payments

to such Purchaser will be made by check and mailed to such Purchaser after deduction by the Company

from each such check of a Fifty Dollar ($50) processing fee.

6.2.Withholding. If any withholding tax is imposed on any payment made by the Company to a
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Purchaser pursuant to a Note, such tax shall reduce the amount otherwise payable with respect to such

payment. Upon request of the Company, the Purchaser shall provide the Company with an Internal

Revenue Service Form W-9 or other similar withholding certificate of a state, local or foreign

governmental authority such that the Company may make payments under the Note without deduction

for, or at a reduced rate of deduction for, any tax.

7. Transfers.

7.1. Limitations on Transfers. Notes may not be sold or otherwise transferred except with the

consent of the Company, which may be withheld in the sole discretion of the Company.

7.2.Conditions. In the event a Purchaser proposes to transfer a Note, the Company may, but shall

not be required to, impose reasonable conditions including but not limited to: (i) Notes may be

transferred only in whole units, i.e., fractions of Notes may not be transferred; (ii) the transferee shall

agree in writing to be bound by this Note Indenture; (iii) the transferor shall provide the Company with

an opinion of counsel, satisfactory in form and substance to the Company’s counsel, stating that the

transfer is exempt from registration under the Securities Act of 1933 and other applicable securities

laws; and (iv) the transferor and transferee shall together reimburse the Company for any reasonable

expenses the Company incurs in connection with the transfer, including attorneys’ fees.

7.3.First Right of Refusal. In the event a Purchaser (the “Selling Purchaser”) desires to sell or

otherwise transfer one or more Notes (the “Transfer Notes”) to a third party, he shall notify the

Company, specifying the Note(s) to be transferred, the purchase price, the form of consideration, and all

other material terms, as well as a copy of the binding legal agreement setting forth such terms (the

“Sales Notice”). Within thirty (30) days after receipt of the Sales Notice the Company shall notify the

Selling Purchaser whether the Company elects to purchase all (but not less than all) of the Transfer

Notes. If the Company has not elected to purchase all of the Transfer Notes within the thirty (30) day

period described above, the Selling Purchaser may proceed with the sale to the proposed purchaser. If

the Company does not elect to purchase the Transfer Notes within the thirty (30) day period described

above, and the Selling Purchaser and the purchaser subsequently agree to a reduction of the purchase

price, a change in the consideration from cash or readily tradable securities to deferred payment

obligations or non tradable securities, or any other material change to the terms set forth in the Sales

Notice, such agreement between the Selling Purchaser and the purchaser shall be treated as a new offer

and shall again be subject to this section.

7.4.Exempt Transfers. The transfer of a Note to or for the benefit of a spouse, child or grandchild, or

to a trust for their exclusive benefit, shall be exempt from the provisions of section 8; provided, however,

that (i) the transferred Note shall remain subject to this Note Indenture, (ii) the transferee shall, as a

condition to such transfer, deliver to the Company a written instrument confirming that such transferee

shall be bound by all of the terms and conditions of this Note Indenture; and (iii) the transferred Note

shall not thereafter be transferred further in reliance on this section 8.4.

8. Replacement of Indenture.
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8.1. In General. The Company may at any time propose to replace this Note Indenture in its entirety

with a different indenture (the “Replacement Note Indenture”). The Company shall forward to all

Purchasers a true copy of the proposed Replacement Indenture (the “Replacement Indenture Notice”).

Upon the affirmative consent of Purchasers holding at least twenty five percent (25%) of all outstanding

Notes, measured by outstanding principal amount, the Replacement Note Indenture shall be deemed to

have been adopted by all of the Purchasers and shall replace and supersede this Note Indenture in its

entirety. If such affirmative consent has not been obtained within ninety (90) days following the date of

the Replacement Indenture Notice, then the Company shall not again seek the consent of the Purchasers

for any replacement indenture for a period of an additional ninety (90) days.

8.2.Amendment without Consent of Purchasers. Without the consent of any Purchasers, the

Company may amend this Note Indenture to:

8.2.1. Add to the obligations of the Company for the benefit of Purchasers of, or surrender any

right or power conferred upon the Company;

8.2.2. Establish the form or terms of Notes;

8.2.3. Cure any ambiguity, defect, or inconsistency;

8.2.4. Amend restrictions on transferability of any Notes in any manner that does not adversely

affect the rights of any Purchaser in any material respect;

8.2.5. Add to, change, or eliminate any of the provisions of this Note Indenture as applied to

any Notes issued after the date of such change;

8.2.6. Secure the Notes; or

8.2.7. Make any other change that does not adversely affect the rights of any Purchaser.

9. Related Parties. In the event that Notes are held by persons related to the Company, such Notes

shall be ignored (in both the numerator and denominator) for purposes of any provision of this Note

Indenture requiring a vote of the holders of the Notes. A person shall be treated as “related” to the

Company for these purposes if such person (i) is an officer, employee, or manager of the Company; (ii) is

an officer, employee, or manager of the Manager of the Company; (iii) owns an equity interest in the

Company or in the Manager of the Company; or (iv) bears a relationship to the Company described in

section 267(b) or section 707(b) of the Internal Revenue Code, in each case substituting the phrase “at

least 10%” for the phrase “more than 50%.”

10. Miscellaneous.

10.1. Electronic Delivery. All communications from the Company to Purchasers, including but not

limited to all tax forms, shall be via electronic delivery.

10.2. Notice. Any notice or document required or permitted to be given under this Note Indenture
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may be given by a party or by its legal counsel and shall be deemed to be given on the date transmitted

by electronic mail (or by overnight delivery service, if applicable law does not permit notice by electronic

mail), to mark@pajamafactory.net, if the recipient is the Company, or the email address used by the

Purchaser when purchasing a Note, if the recipient is a Purchaser, or such other address as a party may

designated by notice complying with this section.

10.3. Not Redeemable. Notes are not redeemable at the option of a Purchaser.

10.4. No Sinking Fund. Notes are not entitled to any sinking fund.

10.5. Governing Law. This Note Indenture and each Note shall be governed by the internal laws of

Pennsylvania without giving effect to the principles of conflicts of laws. Each Purchaser hereby (i)

consents to the personal jurisdiction of the Pennsylvania courts or the Federal courts located in

Pennsylvania, (ii) agrees that all disputes arising from this Agreement shall be prosecuted in such courts,

(iii) agrees that any such court shall have in personam jurisdiction over such Purchaser, (iv) consents to

service of process by notice sent by regular mail to the address used by the Purchaser to register at the

Site and/or by any means authorized by Pennsylvania law, and (v) if such Purchaser is not otherwise

subject to service of process in Pennsylvania, agrees to appoint and maintain an agent in Pennsylvania to

accept service, and to notify the Company of the name and address of such agent.

10.6. Waiver of Jury Trial. Each Purchaser acknowledges and agrees that any controversy that may

arise under this Note Indenture or any Note is likely to involve complicated and difficult issues and,

therefore, each Purchaser irrevocably and unconditionally waives any right it may have to a trial by jury

in respect of any legal action.

IN WITNESS WHEREOF, the parties have executed this Note Indenture as of the date first written

above.

PAJAMA FACTORY LLC

By: ________________________

Mark Winkelman, Manager
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