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Item 1.01 Entry into a Material Definitive Agreement.
 

The information set forth under Item 3.02 of this Current Report on Form 8-K is hereby incorporated by reference into this Item 1.01.
 
Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.
 

The information set forth under Item 3.02 of this Current Report on Form 8-K is hereby incorporated by reference into this Item 2.03.
 
Item 3.02 Unregistered Sales of Equity Securities.
 

On January 31, 2017, Intellinetics, Inc. (the “Company”), entered into a note purchase agreement (the ”Purchase Agreement”) with certain accredited investors (the
“Investors”), pursuant to which it sold an aggregate principal amount of $158,000 in 12% Subordinated Convertible Notes (“Notes”), convertible into shares of the Company’s
common stock, par value $0.001 per share (“Common Stock”) at a conversion price of $0.65 per share (the “Offering”). The Company intends to use the net proceeds of the
Offering for working capital and general corporate purposes.

 
The Notes, together with any accrued and unpaid interest, become due and payable on December 31, 2018 (the “Maturity Date”). Interest on the Notes will accrue at

the rate of 12% per annum, of which (i) 6% shall be payable quarterly in cash in arrears on the first day of each quarter, and (ii) 6% per annum (the “Deferred Interest
Amount”), which shall accrue and become due on the Maturity Date. If any quarterly interest payment is not made by its payment date, then the Deferred Interest Amount for
such quarterly interest payment shall increase from 6% to 8%. Any amounts remaining outstanding after the Maturity Date will accrue interest at the rate of 14% per annum.
The Notes will be convertible into Common Stock at a conversion price of $0.65 per share at the discretion of the holder, with special provisions applying to any holder whose
conversion would result in the holder beneficially owning more than 4.99% of the Company’s Common Stock. The Company will provide the Note holders with limited
piggyback registration rights with respect to the resale of the Common Stock into which the Notes may be converted. The form of the Notes is incorporated as Exhibit 10.2 to
this Report, and the summary description of the terms of the Notes contained herein is qualified in its entirety by reference to Exhibit 10.2.

 
The Company retained Taglich Brothers, Inc. (the “Placement Agent”) as the exclusive placement agent for the Offering. In connection with the Offering, the Company

paid the Placement Agent a cash payment of $12,640, which represented an 8% commission of the gross proceeds received in this closing. The Company also reimbursed the
Placement Agent for reasonable out of pocket expenses, FINRA filing fees and related legal fees in an amount of up to $30,000 (which reimbursement amount represents the
total amount for all the financings conducted in December 2016 and January 2017, some of which were previously disclosed on a prior Current Report on Form 8-K). In
addition, the Placement Agent earned warrants to purchase 19,446 shares of Common Stock, which represented 8% of the shares of Common Stock into which the Notes sold in
this closing of the Offering are convertible (the “Placement Agent Warrants”), which have an exercise price of $0.75 per share, will be exercisable for a period of five years,
contain customary cashless exercise and anti-dilution protection and are entitled to limited piggyback registration rights. The Placement Agent has certain material relationships
with the Company: Robert Schroeder is a Director of the Company and also the Vice President of Investment Banking at the Placement Agent; Michael Taglich is a beneficial
owner of more than 10% of the Company’s Common Stock and also the Co-Founder, President & Chairman of the Placement Agent; and Robert Taglich is a beneficial owner
of more than 10% of the Company’s Common Stock and also the Co-Founder and Managing Director of the Placement Agent.
 

The Notes sold in the Offering were not registered under the Securities Act of 1933, as amended (the “Securities Act”), or the securities laws of any state, and were
offered and sold in reliance on the exemption from registration afforded by Section 4(a)(2) and Regulation D (Rule 506) under the Securities Act and corresponding provisions
of state securities laws, which exempt transactions by an issuer not involving any public offering. The Investors are “accredited investors” as such term is defined in Regulation
D promulgated under the Securities Act.   This Current Report shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall such securities be offered or
sold in the United States absent registration or an applicable exemption from the registration requirements and certificates evidencing such securities contain a legend stating the
same.

 

 



 

 
To date, the Company has issued an aggregate of $1.25 million in Notes for aggregate cash proceeds of $1.025 million and the exchange of $225,000 principal face

amount of promissory notes previously issued by the Company.
 
The foregoing descriptions of the Purchase Agreement, Notes, and Placement Agent Warrants are qualified in their entirety by reference to the full text of the Purchase

Agreement, Notes, and Placement Agent Warrants, each of which is incorporated by reference as exhibits 10.1-10.3, respectively, hereto.
 

Item 8.01 Other Events
 
On February 2, 2017, the Company issued a press release announcing the completion of the convertible debt financing set forth above under Item 3.02 of this Current

Report on 8-K. A copy of the press release is attached hereto as Exhibit 99.1 and incorporated herein by reference.
 
Item 9.01 Financial Statements and Exhibits
 
(d) Exhibits
 
Exhibit No.  Name of Exhibit
10.1  Form of Note Purchase Agreement, dated January 31, 2017 (included as Exhibit 10.1 to the Current Report on 8-K filed on January 6, 2017).
10.2  Form of 12% Subordinated Convertible Notes, dated January 31, 2017 (included as Exhibit 10.2 to the Current Report on 8-K filed on January 6, 2017).
10.3  Form of Placement Agent Warrants, dated January 31, 2017 (included as Exhibit 10.3 to the Current Report on 8-K filed on January 6, 2017).
99.1  Press release issued by Intellinetics, Inc., on February 2, 2017.
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 INTELLINETICS, INC.
  
   
 By:  /s/ Matthew L. Chretien
  Matthew L. Chretien
  President and Chief Executive Officer
   
Dated: February 2, 2017   

 

 

 



Exhibit 99.1

 
 
 

Intellinetics, Inc. Completes Convertible Debt Financing
in Anticipation of Sales Growth via New Reseller Agreements

 

Two Large Channel Partners to Launch Their Sales Efforts This Quarter
 

 
COLUMBUS, OH – (Feb 2, 2017) – Intellinetics, Inc. (OTCQB: INLX), an Enterprise Content Management (ECM) software company focused on IntelliCloudTM (a cloud-
based document management solution for the Small to Medium Business (SMB) market and business teams within large enterprises), announced it has closed the final tranche
of a convertible promissory notes financing and raised a total of $1.25 million.
 
Our two largest new channel partners are launching their sales efforts this quarter (Q1’17). The funds raised from the offering will be used for operations and investments in
support of those launches and other similar initiatives where IntelliCloud will be integrated into the managed services and solutions provided to large dealer eco-systems.
 
We expect these launches and subsequent rollouts will be important steps in growing our sales through channel partners throughout the year and beyond. We also expect to add
additional significant distribution partners and are positioning ourselves for that growth.
 
Matthew L. Chretien, President and CEO of Intellinetics said, “It’s encouraging to see the continued strong support of our investor community. The financing will enable us to
ensure the right resources and programs are in place to sustainably grow our cloud revenue and support our strategic partners as they launch their initial sales efforts in the
market. I firmly believe 2017 will be the tipping point for this channel and the entire company.”
 
IntelliCloudTM – Powered by the Intel® NUC
IntelliCloud is a cloud-based document management platform that is optimized for the vast SMB market segment and business teams within large enterprises who are stuck
with paper in business-critical processes. Thousands and thousands of people at any given moment depend upon IntelliCloud to perform their work. IntelliCloud, which is
strategically packaged with Intel technology, provides Law Enforcement Grade security and compliance tools and is supported by a growing network of market-leading reseller
partners. Resellers often attach IntelliCloud to the software, hardware, and/or services they already sell without the sales or technical complexity of other less effective options
in the market.
 
About Intellinetics, Inc.
Intellinetics, Inc. is a Columbus, Ohio-based ECM software company. Intellinetics partnered with Intel to create the IntelliCloud Channel Program that makes it easy to add
turnkey document workflow solutions to the copiers, productivity software and services they already provide. IntelliCloud provides dealers a “deploy once, use many”
innovation where one IntelliCloud customer sale/activation creates endless possibilities to add other software applications that deliver more value and increase revenue. For
additional information, please visit:  www.intellinetics.com.
 

 



 

 
Cautionary Statement
Statements in this press release which are not purely historical, including statements regarding future business associated with any channel partner, distribution partner, or
other reseller; Intellinetics’ future revenues and growth including 2017; market penetration; and other intentions, beliefs, expectations, representations, projections, plans or
strategies regarding future growth, financial results, and other future events are forward-looking statements. The forward-looking statements involve risks and uncertainties
including, but not limited to, the risks associated with the effect of changing economic conditions, trends in the products markets, variations in the company’s cash flow or
adequacy of capital resources, market acceptance risks, the success of our channel partners and distribution partners, technical development risks, and other risks and
uncertainties discussed in the company’s most recent annual report on Form 10-K and subsequently filed Form 10-Qs and Form 8-Ks. The company cautions investors not to
place undue reliance on the forward-looking statements contained in this press release. Intellinetics disclaims any obligation and does not undertake to update or revise any
forward-looking statements in this press release. Expanded and historical information is made available to the public by Intellinetics and its Affiliates on its website or
at www.intellinetics.com or at www.sec.gov.
 
CONTACT:
Terri MacInnis, VP of Investor Relations
Bibicoff + MacInnis, Inc.
818.379.8500 terri@bibimac.com
 

 

 
 


