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Item 1.01  Entry into a Material Definitive Agreement.
 

On February 16, 2009, Koss Corporation (“Koss”) entered into a loan agreement with Harris, N.A., a national banking association (the “Bank”)
pursuant to which the Bank agreed to make revolving loans of up to $10,000,000, at such times as Koss may from time to time request, up to (but not
including) January 29, 2010. The revolving loans may be repaid and borrowed again up to (but not including) January 29, 2010, and will bear interest at either
the Bank’s most recently publicly announced prime rate (the “Prime Rate”) or at a LIBOR-based rate determined by the Bank in accordance with the loan
agreement (the “LIBOR Rate”).  The principal of all revolving loans must be repaid on January 29, 2010. Prepayments of revolving loans bearing interest at
the Prime Rate may be repaid at any time without prepayment penalty. Prepayments of revolving loans that bear interest at the LIBOR Rate are subject to
certain breakage fees.  Accrued and unpaid interest on the unpaid principal balance of revolving loans is due and payable monthly. The revolving loans may
be used for working capital, to refinance existing indebtedness, stock repurchase and general corporate purposes.

 
The loan agreement also provides that, upon execution and delivery by Koss, and acceptance by the Bank, of the Bank’s master letter of credit

agreement and letter of credit application, the Bank may issue for the account of Koss from time to time, up to (but not including) January 29, 2010, letters of
credit of up to an aggregate limit of $10,000,000.  Any letters of credit issued will expire the earlier of (i) one year from the date of issuance or
(ii) December 31, 2010.  The amount of any payments made by the Bank with respect to draws made by a beneficiary under a letter of credit for which Koss
has failed to reimburse the Bank upon the earlier of (i) the Bank’s demand for payment, or (ii) one day from the date of such payment to such beneficiary by
the Bank, will be deemed to have been converted to a revolving loan as of the date such payment was made by the Bank.  Upon an event of default and at the
option of the Bank, all letter of credit obligations shall be converted into revolving loans bearing interest at the Prime Rate.

 
The Loan Agreement contains affirmative, negative and financial covenants customary for financings of this type. The negative covenants include

restrictions on indebtedness, liens and encumbrances, fundamental changes, investments, transactions with affiliates, unconditional purchase obligations and
cancellation of debt. The financial covenants include tangible net worth, liabilities to tangible net worth ratios and interest coverage ratios of the Company.

 
Item 1.02  Termination of a Material Definitive Agreement.
 

On February 16, 2009, Koss terminated its loan agreement with Bank of America (originally entered into with LaSalle National Bank).  The loan
agreement described in Item 1.01 above contains substantially the same terms as the terminated loan agreement with Bank of America.
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 
 
  

KOSS CORPORATION
   
   
Date: February 26, 2009 By: /s/ Michael J. Koss
  

Michael J. Koss
  

Chief Executive Officer, President, and 
Chief Financial Officer
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