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Item 1

CONDENSED CONSOLIDATED BALANCE SHEETS

         
(In thousands except share data)  June 26, 2004  March 27, 2004
(Unaudited)

  
Assets         
Current assets         

Cash and cash equivalents  $ 2,376  $ 2,752 
Notes receivable   257   253 
Trade accounts receivable, net   2,610   1,959 
Inventories   6,875   6,920 
Prepaid expenses   350   271 

Total current assets   12,468   12,155 
Property and equipment, net   1,089   1,251 
Other assets   313   327 
Total assets  $ 13,870  $ 13,733 
Liabilities and shareholders’ equity         
Current liabilities         

Accounts payable  $ 1,421  $ 1,686 
Accrued commissions   243   293 
Accrued payroll and benefits   875   889 
Accrued warranty   512   548 
Customer advances   358   58 
Obligations under capital lease   2   10 
Income taxes payable   4   — 
Other current liabilities   539   674 

Total current liabilities   3,954   4,158 
Deferred rent   363   379 
Total liabilities   4,317   4,537 
Shareholders’ equity         
Preferred stock of no par value;         

Authorized 1,000,000 shares; no shares outstanding at June 26, 2004 and March 27, 2004   —   — 
Common stock of no par value;         

Authorized 40,000,000 shares; 4,724,896 shares at June 26, 2004 and 4,724,896 shares at
March 27, 2004 issued and outstanding   12,752   12,752 

Accumulated deficit   (3,199)   (3,556)
Total shareholders’ equity   9,553   9,196 
Total liabilities and shareholders’ equity  $ 13,870  $ 13,733 

See accompanying notes to unaudited condensed consolidated financial statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS

         

  
Three Months Ended

(In thousands except per share data)
(Unaudited)

 
June 26, 2004

 
June 28, 2003

Net sales  $ 5,700  $ 5,239 
Cost of sales   3,129   3,876 
Gross profit   2,571   1,363 
Product development   844   988 
Selling, general and administrative   1,413   1,644 
Operating expenses   2,257   2,632 
Operating income (loss)   314   (1,269)
Interest income, net   4   (3)
Income (loss) from continuing operations before income taxes   318   (1,272)
Provision for income taxes   4   4 
Income (loss) from continuing operations   314   (1,276)
Income (loss) on discontinued operations, net of income taxes   43   (2,356)
Net income (loss)  $ 357  $ (3,632)
Basic net income (loss) per share:         
From continuing operations  $ 0.07  $ (0.27)
On discontinued operations   0.01   (0.50)
Basic net income (loss) per share  $ 0.08  $ (0.77)
Diluted net income (loss) per share:         
From continuing operations  $ 0.07  $ (0.27)
On discontinued operations   0.01   (0.50)
Diluted net income (loss) per share  $ 0.08  $ (0.77)
Shares used in per share calculation:         
Basic   4,725   4,693 
Dilutive   4,745   4,693 

See accompanying notes to unaudited condensed consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

         
  Three Months Ended
(In thousands)
(Unaudited)

 
June 26, 2004

 
June 28, 2003

Cash flows provided from operations:         
Net income (loss)  $ 357  $ (3,632)
Adjustments to reconcile net income (loss) to net cash used in operations:         
Depreciation and amortization   198   403 
Gain on disposal or sale of equipment   —   (4)
Changes in operating assets and liabilities   (885)   2,146 
Net cash used in operations   (330)   (1,087)
Cash flows from investing activities:         
Purchases of property and equipment   (22)   (22)
Proceeds from sale of equipment   —   4 
Other assets   —   17 
Net cash used in investing activities   (22)   (1)
Cash flows from financing activities:         
Payments on capital lease and other long term obligations   (24)   (106)
Net cash used in financing activities   (24)   (106)
Decrease in cash and cash equivalents   (376)   (1,194)
Cash and cash equivalents at beginning of period   2,752   5,005 
Cash and cash equivalents at end of period  $ 2,376  $ 3,811 

     Supplementary disclosure of cash flow information:

     (1) No cash was paid for income taxes in the three month periods ended June 26, 2004 and June 28, 2003.

See accompanying notes to unaudited condensed consolidated financial statements.
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GIGA-TRONICS INCORPORATED

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(1) Basis of Presentation
 

  The condensed consolidated financial statements included herein have been prepared by Giga-tronics (the “Company”), pursuant to
the rules and regulations of the Securities and Exchange Commission. The consolidated results of operations for the interim periods
shown in this report are not necessarily indicative of results to be expected for the fiscal year. In the opinion of management, the
information contained herein reflects all adjustments necessary to make the consolidated results of operations for the interim periods a
fair statement of such operations. For further information, refer to the consolidated financial statements and footnotes thereto,
included in the Annual Report on Form 10-K, filed with the Securities and Exchange Commission for the year ended March 27, 2004.

 
  Certain prior period amounts have been reclassified to conform with the current period’s presentation.

 
(2) Discontinued Operations
 

  In the first quarter of 2004, Giga-tronics decided to discontinue the operations at its Dymatix division due to the substantial losses
incurred over the last two years. Accordingly, the loss from discontinued operations was $2,356,000 for the first quarter of fiscal
2004.

 
  In the fourth quarter of fiscal 2004, Giga-tronics consummated the sale of its Dymatix division. Under the terms of the sale, the

Company will receive $300,000, of which $50,000 was paid at closing, $50,000 was rescheduled to be paid in July 2004, with the
remaining $200,000 due in equal quarterly installments over the next two years. The buyer is currently delinquent in his installments
and management is currently working with the buyer to secure payment. Management believes collection continues to be reasonably
assured, as the note is collateralized by the Dymatix’ assets purchased, other business assets, and other personal assets of the
purchaser. In addition, Giga-tronics may receive earn-out payments based on a percentage of sales on a monthly basis for two years
after the closing date. The Company recognized a net gain of $53,000 in fiscal 2004, relating to this sale. With the sale of the
Dymatix division, Giga-tronics will be able to focus on its core business in order to release new products more quickly to market.

 
(3) Revenue Recognition
 

  The Company records revenue in accordance with SAB 101 and 104, Revenue Recognition in Financial Statements. As such, revenue
is recorded when there is evidence of an arrangement, delivery has occurred, the price is fixed and determinable, and collectability is
assured. This occurs when products are shipped, unless the arrangement involves acceptance terms. If the arrangement involves
acceptance terms, the Company defers revenue until product acceptance is received.

 
  The Company provides for estimated costs that may be incurred for product warranties at the time of shipment. The Company’s

warranty policy generally provides three years for Fast Switching Microwave Synthesizers and Universal Power Meters and one year
for all other products. The estimated cost of warranty coverage is based on the Company’s actual historical experience with its current
products or similar products.
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(4) Inventories

         
(In thousands)

 
June 26, 2004

 
March 27, 2004

Raw materials  $ 4,137  $ 4,036 
Work-in-progress   1,898   1,915 
Finished goods   509   724 
Demonstration inventory   331   245 
Total inventory  $ 6,875  $ 6,920 

(5) Earnings (Loss) Per Share
 

  Basic earnings (loss) per share is calculated by dividing net income or loss by the weighted average common shares outstanding
during the period. Diluted earnings per share reflects the net incremental shares that would be issued if dilutive outstanding stock
options were exercised, using the treasury stock method. In the case of a net loss, it is assumed that no incremental shares would be
issued because they would be antidilutive. In addition, certain options are considered antidilutive because the options’ exercise price
was above the average market price during the period. The shares used in per share computations are as follows (in thousands except
per share data):

         

  
Three Months Ended

(In thousands except per share data)
 

June 26, 2004
 

June 28, 2003

Net income (loss)  $ 357  $ (3,632)
Weighted average:         
Common shares outstanding   4,725   4,693 
Potential common shares   20   — 
Common shares assuming dilution   4,745   4,693 
Net earnings (loss) per share of common stock   0.08   (0.77)
Net earnings (loss) per share of common stock assuming dilution   0.08   (0.77)
Stock options not included in computation   448   525 

  The number of stock options not included in the computation of diluted earnings per share (EPS) for the three month period ended
June 26, 2004 reflects stock options where the exercise prices were greater than the average market price of the common shares and
are, therefore, antidilutive. The number of stock options not included in the computation of diluted EPS for the three month period
ended June 28, 2003 is a result of the Company’s loss from continuing operations and, therefore, the options are antidilutive. The
weighted average exercise price of excluded options was $3.56 and $3.57 as of June 26, 2004 and June 28, 2003, respectively.
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(6) Stock Based Compensation
 

  During the first quarter of fiscal year 2004, the Company adopted SFAS No. 148 (“SFAS 148”), Accounting for Stock-Based
Compensation – Transition and Disclosure – an Amendment of FAS 123. The Company accounts for stock-based employee
compensation using the intrinsic value method under Accounting Principles Board Opinion No. 25 (“APB 25”), Accounting for Stock
Issued to Employees, and related interpretations and complies with the disclosure provisions of Statement of Financial Accounting
Standards No. 123 (“SFAS 123”), Accounting for Stock-Based Compensation. The following table illustrates the effect on net income
(loss) and earnings (loss) per share if the Company had applied the fair value recognition provisions of SFAS 123 to stock-based
employee compensation:

         

  
Three Months Ended

(In thousands except per share data)
 

June 26, 2004
 

June 28, 2003

Net income (loss), as reported  $ 357  $ (3,632)
Deduct:         

Stock-based compensation expense included in reported net income (loss)   —   — 
Add:         

Total stock-based employee compensation determined under fair value based method for all
awards, net of related tax effect   (66)   (46)

Pro forma net income (loss)  $ 291  $ (3,678)
Net income (loss) per share – basic:         

As reported  $ 0.08  $ (0.77)
Pro forma   0.06   (0.78)

Net income (loss) per share – diluted:         
As reported   0.08   (0.77)
Pro forma   0.06   (0.78)

(7) Significant Customers and Industry Segment Information
 

  The Company has four reportable segments: Giga-tronics Instrument Division, ASCOR, Microsource and Corporate. Giga-tronics
Instrument division produces a broad line of test and measurement equipment used in the development, test and maintenance of
wireless communications products and systems, flight navigational equipment, electronic defense systems and automatic testing
systems. ASCOR designs, manufactures, and markets a line of switching devices that link together many specific purpose instruments
that comprise automatic test systems. Microsource develops and manufactures a broad line of YIG (Yttrium, Iron, Garnet) tuned
oscillators, filters and microwave synthesizers, which are used in a wide variety of microwave instruments and devices. Corporate
handles the financing needs of each segment and lends funds to each segment as required.
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  Information on reportable segments is as follows:

                 

      
Three Months Ended

    
(In thousands)

 
June 26, 2004

 
June 28, 2003

      Pre-tax      Pre-tax

  
Net Sales

 
Income (loss)

 
Net Sales

 
Income (loss)

Giga-tronics Instrument  $ 3,521  $ 204  $ 2,107  $ (812)
ASCOR   784   (113)   1,394   (194)
Microsource   1,395   23   1,738   (419)
Corporate   —   204   —   153 
Total  $ 5,700  $ 318  $ 5,239  $ (1,272)

(8) Warranty Obligations
 

  The Company’s warranty policy generally provides three years for Fast Switching Microwave Synthesizers and Universal Power
Meters and one year for all other products. The Company’s policy is to accrue the estimated cost of warranty coverage at the time the
sale is recorded. The estimated cost of warranty coverage is based on the Company’s actual historical experience with its current
products or similar products. For new products, the required reserve is based on historical experience of similar products until such
time as sufficient historical data has been collected on the new product. The Company records a liability for estimated warranty
obligations at the date products are sold. Adjustments are made as new information becomes available.

 
  The following provides a reconciliation of changes in the Company’s warranty reserve. The Company provides no other guarantees.

         

  
Three Months Ended

(In thousands)
 

June 26, 2004
 

June 28, 2003

Balance at beginning of quarter  $ 548  $ 858 
Provision for current quarter sales   28   175 
Warranty costs incurred   (64)   (228)

Balance at end of quarter  $ 512  $ 805 
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Item 2

MANAGEMENT’S DISCUSSION AND ANALYSIS
OF OPERATIONS AND FINANCIAL CONDITION

The forward-looking statements included in this report including, without limitation, statements containing the words “believes”,
“anticipates”, “estimates”, “expects”, “intends” and words of similar import, which reflect management’s best judgment based on factors
currently known, involve risks and uncertainties. Actual results could differ materially from those anticipated in these forward-looking
statements as a result of a number of factors, including but not limited to those listed in Giga-tronics’ Annual Report on Form 10-K for the
fiscal year ended March 27, 2004 Part I, under the heading “Certain Factors Which May Adversely Affect Future Operations or an
Investment in Giga-tronics”, and Part II, under the heading “Management’s Discussion and Analysis of Financial Conditions and Results
of Operations”.

Overview

The commercial business environment remains challenging; however Giga-tronics is showing improvements in new orders. Inquiries for
Giga-tronics’ products were also higher as the Company recently introduced the 2400M Modulation Series microwave synthesizer. New
orders in the military sector are showing indications of increased strength, but it is still too early to determine if the commercial wireless
telecommunications market has rebounded. Giga-tronics intends to continue research and development in key growth areas in order to
expand product lines and update existing lines with features our customers are demanding.

Cost reductions, including personnel reductions and renegotiated lease terms, are on track and have positioned Giga-tronics to take
advantage of any potential opportunities in our market. If new orders should decrease or are canceled, cash may be used faster than
currently anticipated. Management would anticipate further cost and expense reductions in this circumstance. While the management at
Microsource anticipates that prospects for new orders will improve results for the new fiscal year, its short-term growth will be less than
previously anticipated as there continue to be timing delays associated with currently booked orders.

In the first quarter of fiscal 2004, Giga-tronics decided to discontinue the operations at its Dymatix division due to the substantial losses
incurred over the last two years. In the first quarter of fiscal 2005, the net profit from discontinued operations was $43,000, compared to a
net loss of $2,356,000 for the same period in fiscal 2004. With the sale of Dymatix that occurred in the fourth quarter of fiscal 2004,
Giga-tronics will be able to focus on its core business in order to release new products to market more quickly.

Results of Operations

New orders received from continuing operations in the first quarter of fiscal 2005 increased 23% to $3,467,000 from the $2,818,000
received in the first quarter of fiscal 2004. New orders increased primarily due to strengthening in our commercial wireless business
coupled with increases in new military orders.
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New orders

(Dollars in thousands)
             

  
Three Months Ended

  
June 26, 2004

 
% change

 
June 28, 2003

Instrument Division  $ 2,487   14%  $ 2,178 
ASCOR   808   90%   426 
Microsource   172   (20%)   214 

Total  $ 3,467   23%  $ 2,818 

Improvement in the commercial business at the Instrument Division helped to increase new orders in the first quarter of FY 2005. Orders
at ASCOR increased in the first quarter primarily due to an increase in military demand for their products. Orders at Microsource
decreased primarily due to reductions in military orders.

The following table shows order backlog and related information at the end of the respective periods.

     (Dollars in thousands)

             

  
Three Months Ended

  
June 26, 2004

 
% change

 
June 28, 2003

Backlog of unfilled orders  $ 14,122   (1%)  $ 14,316 
Backlog of unfilled orders shippable within one year   5,839   3%   5,680 
Previous fiscal year end (FYE) quarter backlog reclassified

during year as shippable later than one year   199   100%   — 
Net cancellations during year of previous FYE one-year backlog   18   (10%)   20 

Backlog at the end of the first quarter 2005 was flat compared to the same period last year. During July 2004, Microsource renegotiated a
long-term contract with an existing customer. As a result, the customer’s firm purchase commitment quantities have been significantly
reduced and management will reverse its recorded backlog for deliveries beyond 12 months by approximately $4,900,000. The Company
has no inventory risk or exposure associated with this reversal and as such there is no impact on the first quarter financial statements.

Fiscal 2005 first quarter net sales from continuing operations were $5,700,000, a 9% increase from the $5,239,000 in FY 2004. The
increase in sales was primarily due to higher order levels at the Instrument Division due to the strength in the commercial wireless market
offset by weakness in the military market at ASCOR coupled with weakness in the military sector and customer extension of delivery
dates at Microsource. Sales at the Instrument Division increased 67% or $1,414,000. ASCOR sales decreased 44% or $610,000. Sales at
Microsource decreased 20% or $343,000.

Allocation of net sales, by segment

(Dollars in thousands)
             

  
Three Months Ended

  
June 26, 2004

 
% change

 
June 28, 2003

Instrument Division  $ 3,521   67%  $ 2,107 
ASCOR   784   (44%)   1,394 
Microsource   1,395   (20%)   1,738 
   5,700   9%   5,239 

In the first quarter of fiscal 2005, cost of sales from continuing operations decreased 20% to $3,129,000 from $3,876,000 for the same
period last year. The decrease is primarily attributable to the cost reductions in both personnel and the level of fixed manufacturing costs.

11



Table of Contents

Operating Expenses and Cost of Sales

(Dollars in thousands)
             

  
Three Months Ended

  
June 26, 2004

 
% change

 
June 28, 2003

Cost of sales  $ 3,129   (20%)  $ 3,876 
Product development   844   (15%)   988 
Selling, general and admin.   1,413   (14%)   1,644 

Total expenses  $ 5,386   (17%)  $ 6,508 

Operating expenses from continuing operations decreased 14% or $375,000 in the first quarter of fiscal 2005 over 2004 due to decreases
of $231,000 in selling, general and administrative and $144,000 in product development expenses. Product development costs from
continuing operations decreased 15% or $144,000 in the fiscal 2005 first quarter primarily due to decreased product development
expenses company wide on personnel cost reductions and a more streamlined product development focus. Selling, general and
administrative expenses from continuing operations decreased 14% or $231,000 for the first quarter of fiscal year 2005 compared to the
prior year. The decrease is a result of $98,000 less in marketing expenses, $57,000 less in administrative expenses and lower commission
expense of $76,000 on lower commissionable sales for the quarter. These expense reductions were primarily personnel reductions and
rent reductions due to renegotiated lease terms. Interest income in the first quarter of 2005 increased from the same period last year due to
more cash available for investment.

Giga-tronics recorded a net profit of $357,000 or $0.08 per fully diluted share for the first quarter of fiscal year 2005 versus a net loss of
$3,632,000 or $0.77 per fully diluted share in the same period last year. A $4,000 provision for income taxes was incurred in the first
quarter of both fiscal year 2005 and fiscal year 2004.

Financial Condition and Liquidity

As of June 26, 2004, Giga-tronics had $2,376,000 in cash and cash equivalents, compared to $2,752,000 as of March 27, 2004.

Working capital for the first quarter of fiscal 2005 was $8,514,000 compared to $10,363,000 in the same period last year. The decrease in
working capital in the first quarter of 2005 versus 2004 was primarily due to decreases in cash partially offset by a decrease in accrued
warranty and an increase in customer advances.

The Company’s current ratio (current assets divided by current liabilities) at June 26, 2004 was 3.2 compared to 3.3 on June 28, 2003.

Cash used by operations amounted to $330,000 in the first quarter of fiscal 2005 and $1,087,000 in the same period of fiscal 2004. Cash
used by operations in the first quarter of 2005 is primarily attributed to the operating profit in the quarter offset by net change in operating
assets and liabilities. Cash used by operations in first quarter of fiscal 2004 was primarily attributed to the operating loss in the year offset
by a decrease in inventory valuation.

Based on current operations, management believes that cash and cash equivalents remain adequate to meet anticipated operating needs for
the next two years. However, this estimate is based on projections that may or may not be realized, therefore actual cash usage could be
greater than projected. To operate beyond that term would require the Company to earn additional cash from operations, obtain a line of
credit or obtain additional funds from other sources. On June 1, 2004, the Company obtained a secured revolving line of credit for
$2,500,000, with interest payable at prime rate plus 1 1/2%. The borrowing under this line of credit is based on the Company’s accounts
receivable and inventory and is secured by all of the assets of the Company. The Company had no borrowing under this line of credit
during the period ended June 26, 2004.

Additions to property and equipment were $22,000 in the first quarter of 2005 compared to $22,000 for the same period last year. Capital
equipment spending reflects the overall decline in business activity and increased productivity.
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Recent Accounting Pronouncements

In December 2003, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 104 (“SAB No. 104”), “Revenue
Recognition,” which codifies, revises and rescinds certain sections of SAB No. 101, “Revenue Recognition,” in order to make this
interpretive guidance consistent with current authoritative accounting and auditing guidance and SEC rules and regulations. The changes
noted in SAB No 104 did not have a material effect on the Company’s consolidated results of operations, consolidated financial position
or consolidated cash flows.

In December 2003, the FASB issued Interpretation No. 146 (“FIN 46R”)(revised December 2003), Consolidation of variable Interest
Entities, an interpretation of accounting Research Bulletin No.51 (“ARB 51”), which addresses how a business enterprise should evaluate
whether it has a controlling interest in an entity through means other than voting rights and accordingly should consolidate the entity. FIN
46R replaces FASB Interpretation No. 146 (“FIN 146”), which was issued in January 2003. Before concluding that it is appropriate to
apply the ARB 51 Voting interest consolidation model to an entity, an enterprise must first evaluate its involvement with all entities. There
is no grand fathering of existing entities, Public companies must apply either FIN 146 or Fin 46R immediately to entities created after
December 15, 2003 and no later than the end of the first reporting period that ends after March 15, 2004 to entities considered to be
special purpose entities. The adoption of FIN 46R had no effect on the Company’s consolidated financial position, results of operations,
or cash flows.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this section of the report, including statements regarding sales under “OVERVIEW” and statements under
“FINANCIAL CONDITION AND LIQUIDITY”, are forward-looking. While Giga-tronics believes that these statements are accurate,
Giga-tronics’ business is dependent upon general economic conditions and various conditions specific to the test and measurement,
wireless and semiconductor industries. Future trends and these factors could cause actual results to differ materially from the forward-
looking statements that we have made. In particular:

Giga-tronics’ core business is test and measurement, as well as components for the wireless communications market, which continues to
be soft. The Company’s commercial product backlog has a number of risks and uncertainties such as the cancellation or deferral of orders,
dispute over performance and our ability to collect amounts due. If the commercial market should decline further, then shipments in the
current year could fall short of plan resulting in a decline in earnings. Also, Giga-tronics has a significant number of defense-related
orders. While Giga-tronics has seen some improvement in the defense sector, it is not significant enough to offset the decline in the
commercial sector. If the defense market should decline, shipments in the current year could be less than anticipated and cause a decrease
in earnings.

The market for electronics equipment is characterized by rapidly changing technology and evolving industry standards. Giga-tronics
believes that its future success will depend, in part, upon its ability to develop and commercialize its existing products, develop new
products and applications and in part to develop, manufacture and successfully introduce new products and product lines with improved
capabilities and continue enhancing existing products. There can be no assurance that Giga-tronics will successfully complete the
development of current or future products or that such products will achieve market acceptance. Giga-tronics may also experience
difficulty obtaining critical parts or components required in the manufacturing of our products, resulting in an inability to fulfill orders in a
timely manner, which may have a negative impact on earnings. Also, the Company may not timely ramp manufacturing capacity to meet
order demand and quickly adapt cost structures to changing market conditions.

As part of its business strategy, Giga-tronics has in the past broadened its product lines and expanded its markets, in part through the
acquisition of other business entities, and it may do so in the future. The Company acquired Microsource, Inc. in fiscal 1999 in a
transaction accounted for as a purchase. The Company is subject to various risks in connection with past and any future acquisitions. Such
risks include, among other things, the difficulty of assimilating the operations and personnel of the acquired companies, the potential
disruption of the Company’s
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business, the inability of the Company’s management to maximize the financial and strategic position of the Company by the successful
incorporation of acquired technology and rights into the Company’s product offerings, the maintenance of uniform standards, controls,
procedures and policies, and the potential loss of key employees of acquired companies. No assurance can be given that any acquisition
by Giga-tronics will or will not occur, that if an acquisition does occur, that it will not materially and adversely affect the Company or
that any such acquisition will be successful in enhancing the Company’s business. Giga-tronics currently contemplates that future
acquisitions may involve the issuance of additional shares of the Company’s common stock. Any such issuance may result in dilution to
all shareholders of the Company, and sales of such shares in significant volume by the shareholders of acquired companies may depress
the price of the Company’s common stock.

Item 3

Controls and Procedures

The Company carried out an evaluation, under the supervision and with the participation of the Company’s management, including the
Company’s Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of the Company’s
disclosure controls and procedures as of the end of the period covered by this report. Based upon that evaluation, the Chief Executive
Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures provide reasonable assurances that
the information the Company is required to disclose in the reports it files or submits under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported within the time period required by the Commission’s rules and forms. There were no
significant changes in the Company’s internal control over financial reporting during the period covered by this report that have
materially affected, or are reasonably likely to materially affect our internal controls over financial reportings.
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Part II — OTHER INFORMATION

Item 1

Legal Proceedings

As of August 2, 2004, Giga-tronics has no material pending legal proceedings. From time to time, Giga-tronics is involved in various
disputes and litigation matters that arise in the ordinary course of business.

Item 6

EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits

 10.1 Loan and Security Agreement dated June 21, 2004 between Silicon Valley Bank and Giga-tronics Incorporated.
 
 31.1 Certification of Chief Executive Officer pursuant to Section 302 of Sarbanes-Oxley Act.
 
 31.2 Certification of Chief Financial Officer pursuant to Section 302 of Sarbanes-Oxley Act.
 
 32.1 Certification of Chief Executive Officer pursuant to Section 906 of Sarbanes-Oxley Act.
 
 32.2 Certification of Chief Financial Officer pursuant to Section 906 of Sarbanes-Oxley Act.

(b) Reports on Form 8-K

  Form 8-K filed on May 14, 2004, reporting under Item 7, announcing the Company’s results for the fiscal quarter ended
March 27, 2004.

 
  Form 8-K filed on June 24, 2004, reporting under Item 4, announcing the Company’s changes in Certifying Accountant.
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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 thereunto duly authorized.
     
 GIGA-TRONICS INCORPORATED

(Registrant)  

   
 By:  
   
Date: August 6, 2004 /s/ GEORGE H. BRUNS, JR.   

 
George H. Bruns, Jr.
Chairman and Chief Executive Officer
(Principal Executive Officer) 

 

     
   
Date: August 6, 2004 /s/ MARK H. COSMEZ II   
 Mark H. Cosmez II  

 
Vice President, Finance
Chief Financial Officer and Secretary
(Principal Accounting Officer) 
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LOAN AND SECURITY AGREEMENT DATED JUNE 21, 2004 BETWEEN
SILICON VALLEY BANK AND GIGA-TRONICS INCORPORATED

Silicon Valley Bank

Loan and Security Agreement

   
Borrower:

 
GIGA-TRONICS INCORPORATED, a California corporation (“GIGA-TRONICS”); ASCOR, INC., a California
corporation (“ASCOR”); and MICROSOURCE, INC., a California corporation (“MICROSOURCE”)

   
Address:

 
4650 Norris Canyon Road
San Ramon, CA 94583

   
Date:  June 21, 2004

THIS LOAN AND SECURITY AGREEMENT (this “Agreement”) is entered into on the above date between SILICON VALLEY
BANK (“Silicon”), whose address is 3003 Tasman Drive, Santa Clara, California 95054 and the borrower(s) named above (individually
and collectively, and jointly and severally, the “Borrower”), whose chief executive office is located at the above address (“Borrower’s
Address”). The Schedule to this Agreement (the “Schedule”) shall for all purposes be deemed to be a part of this Agreement, and the same
is an integral part of this Agreement. (Definitions of certain terms used in this Agreement are set forth in Section 8 below.)1. LOANS.

     1.1 Loans. Subject to the terms and conditions of this Agreement, Silicon will make loans to Borrower (the “Loans”) up to the
amounts (the “Credit Limit”) shown in Section 1 of the Schedule, provided no Default or Event of Default has occurred and is continuing,
and subject to deduction of Reserves for accrued interest and such other Reserves as Silicon deems proper from time to time in its good
faith business judgment.

     1.2 Interest. All Loans and all other monetary Obligations shall bear interest at the rate shown on the Schedule, except where expressly
set forth to the contrary in this Agreement. Interest shall be payable monthly, on the last day of the month. Interest may, in Silicon’s
discretion, be charged to Borrower’s loan account, and the same shall thereafter bear interest at the same rate as the other Loans. Silicon
may, in its discretion, charge interest to Borrower’s Deposit Accounts maintained with Silicon. Regardless of the amount of Obligations
that may be outstanding from time to time, Borrower shall pay Silicon minimum monthly interest during the term of this Agreement in the
amount set forth on the Schedule (the “Minimum Monthly Interest”).

     1.3 Overadvances. If at any time or for any reason the total of all outstanding Loans and all other monetary Obligations exceeds the
Credit Limit (an “Overadvance”), Borrower shall * immediately pay the amount of the excess to Silicon, without notice or demand.
Without limiting Borrower’s obligation to repay to Silicon the amount of any Overadvance, Borrower agrees to pay Silicon interest on the
outstanding amount of any Overadvance, on demand, at the Default Rate.

     * promptly (and subject to the cure period (if applicable) set forth in Section 7.1(c) hereof)

     1.4 Fees. Borrower shall pay Silicon the fees shown on the Schedule, which are in addition to all interest and other sums payable to
Silicon and are not refundable.

     1.5 Loan Requests. To obtain a Loan, Borrower shall make a request to Silicon by facsimile or telephone. Loan requests received after
12:00 Noon (California time) will not be considered by Silicon until the next Business Day. Silicon may rely on
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any telephone request for a Loan given by a person whom Silicon * believes is an authorized representative of Borrower, and Borrower
will indemnify Silicon for any loss Silicon suffers as a result of that reliance **.

* in its good faith business judgment

** (except if and to the extent such loss is the proximate result of the gross negligence or willful misconduct of Silicon)

     1.6 Letters of Credit. [Not Applicable]

2. SECURITY INTEREST. To secure the payment and performance of all of the Obligations when due, Borrower hereby grants to
Silicon continuing security interests in all of the following (collectively, the “Collateral”): all right, title and interest of Borrower in and to
all of the following, whether now owned or hereafter arising or acquired and wherever located: all Accounts; all Inventory; all
Equipment; all Deposit Accounts; all General Intangibles (including without limitation all Intellectual Property); all Investment Property;
all Other Property; and any and all claims, rights and interests in any of the above, and all guaranties and security for any of the above, and
all substitutions and replacements for, additions, accessions, attachments, accessories, and improvements to, and proceeds (including
proceeds of any insurance policies, proceeds of proceeds and claims against third parties) of, any and all of the above, and all Borrower’s
books relating to any and all of the above.

3. REPRESENTATIONS, WARRANTIES AND COVENANTS OF BORROWER.

     In order to induce Silicon to enter into this Agreement and to make Loans, Borrower represents and warrants to Silicon as follows, and
Borrower covenants that the following representations will continue to be true, and that Borrower will at all times comply with all of the
following covenants, throughout the term of this Agreement and until all Obligations * have been paid and performed in full:

     * , other than contingent indemnification Obligations under Section 9.8 hereof or any comparable provision of this Agreement
or any other Loan Document (collectively, “Contingent Indemnification Obligations”) not yet due,

     3.1 Corporate Existence and Authority. Borrower is and will continue to be, duly organized, validly existing and in good standing
under the laws of the jurisdiction of its incorporation. Borrower is and will continue to be qualified and licensed to do business in all
jurisdictions in which any failure to do so could reasonably be expected to result in a Material Adverse Change. The execution, delivery
and performance by Borrower of this Agreement, and all other documents contemplated hereby (i) have been duly and validly authorized,
(ii) are enforceable against Borrower in accordance with their terms (except as enforcement may be limited by equitable principles and by
bankruptcy, insolvency, reorganization, moratorium or similar laws relating to creditors’ rights generally), and (iii) do not violate
Borrower’s articles or certificate of incorporation, or Borrower’s by-laws, or any law or any material agreement or instrument which is
binding upon Borrower or its property, and (iv) do not constitute grounds for acceleration of any material indebtedness or obligation under
any agreement or instrument which is binding upon Borrower or its property.

     3.2 Name; Trade Names and Styles. The name of Borrower set forth in the heading to this Agreement is its correct name. Listed in the
Representations are all prior names of Borrower and all of Borrower’s present and prior trade names. Borrower shall give Silicon
30 days’ prior written notice before changing its name or doing business under any other name. Borrower has complied, and will in the
future comply, in all material respects, with all laws relating to the conduct of business under a fictitious business name, except where the
failure to so comply could not reasonably be expected to result in a Material Adverse Change.

     3.3 Place of Business; Location of Collateral. The address set forth in the heading to this Agreement is Borrower’s chief executive
office. In addition, Borrower has places of business and Collateral is located only at the locations set forth in the Representations.
Borrower will give Silicon at least 30 days prior written notice before opening any additional place of business, changing its chief
executive office, or moving any of the Collateral to a location other than Borrower’s Address or one of the locations set forth in the
Representations, except that Borrower may maintain sales offices in the ordinary course of business at which not more than a total of
$10,000 fair market value of Equipment is located.

     3.4 Title to Collateral; Perfection; Permitted Liens.

          (a) Borrower is now, and will at all times in the future be, the sole owner of all the Collateral, except for items of Equipment which
are leased to Borrower. The Collateral now is and will remain free and clear of any and all liens, charges, security interests, encumbrances
and adverse claims, except for Permitted Liens. Silicon now has, and will continue to have, a first-priority perfected and enforceable
security interest in all of the Collateral, subject in lien priority only to those Permitted Liens that are expressly entitled to such priority
over the security interests of Silicon by operation of law or by written
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subordination agreement duly executed and delivered by Silicon in favor of the holders of such Permitted Liens, and Borrower will at all
times defend Silicon and the Collateral against all claims of others.

          (b) Borrower has set forth in the Representations all of Borrower’s Deposit Accounts, and Borrower will give Silicon five Business
Days advance written notice before establishing any new Deposit Accounts and, in accordance with Section 8(1) of the Schedule, will
cause the institution where any such new Deposit Account is maintained to execute and deliver to Silicon a control agreement in form
sufficient to perfect Silicon’s security interest in the Deposit Account and otherwise satisfactory to Silicon in its good faith business
judgment. Nothing herein limits any requirements which may be set forth in the Schedule as to where Deposit Accounts will be
maintained.

          (c) In the event that Borrower shall at any time after the date hereof have any commercial tort claims against others, which it is
asserting or intends to assert, and in which the potential recovery exceeds $100,000, Borrower shall promptly notify Silicon thereof in
writing and provide Silicon with such information regarding the same as Silicon * shall request (unless providing such information would
waive the Borrower’s attorney-client privilege). Such notification to Silicon shall constitute a grant of a security interest in the
commercial tort claim and all proceeds thereof to Silicon, and Borrower shall execute and deliver all such documents and take all such
actions as Silicon * shall request in connection therewith.

          * in its good faith business judgment may

          (d) None of the Collateral now is or will be affixed to any real property in such a manner, or with such intent, as to become a fixture.
Borrower is not and will not become a lessee under any real property lease pursuant to which the lessor may obtain any rights in any of the
Collateral and no such lease now prohibits, restrains, impairs or will prohibit, restrain or impair Borrower’s right to remove any Collateral
from the leased premises. Whenever any Collateral is located upon premises in which any third party has an interest, Borrower shall,
whenever requested by Silicon, use its * best efforts to cause such third party to execute and deliver to Silicon, in form acceptable to
Silicon, such waivers and subordinations as Silicon shall specify in its good faith business judgment. Borrower will keep in full force and
effect, and will comply with all material terms of, any lease of real property where any of the Collateral now or in the future may be
located.

          * commercially reasonable

     3.5 Maintenance of Collateral. Borrower will maintain the Collateral in good working condition (ordinary wear and tear excepted),
and Borrower will not use the Collateral for any unlawful purpose. Borrower will immediately advise Silicon in writing of any material
loss or damage to the Collateral.

     3.6 Books and Records. Borrower has maintained and will maintain at Borrower’s Address complete and accurate books and records,
comprising an accounting system in accordance with GAAP.

     3.7 Financial Condition, Statements and Reports. All * financial statements ** now or in the future delivered to Silicon have been,
and will be, prepared in conformity with GAAP *** and now and in the future will fairly present **** the * results of operations and *
financial condition of Borrower, in accordance with GAAP, at the times and for the periods therein stated. Between the last date covered
by any such statement provided to Silicon and the date hereof, there has been no Material Adverse Change.

     * consolidated

     ** of Borrower

     *** (except that interim financial statements may be subject to normal year-end audit adjustments and need not contain
footnote disclosures required by GAAP)

     **** in all material respects

     3.8 Tax Returns and Payments; Pension Contributions. Borrower has timely filed, and will timely file, all required tax returns and
reports, and Borrower has timely paid, and will timely pay, all foreign, federal, state and local taxes, assessments, deposits and
contributions now or in the future owed by Borrower. Borrower may, however, defer payment of any contested taxes, provided that
Borrower (i) in good faith contests Borrower’s obligation to pay the taxes by appropriate proceedings promptly and diligently instituted
and conducted, (ii) notifies Silicon in writing of the commencement of, and any material development in, the proceedings, and (iii) posts
bonds or takes any other steps required to keep the contested taxes from becoming a lien upon any of the Collateral. Borrower is unaware
of any claims or adjustments proposed for any of Borrower’s prior tax years which could result in additional taxes becoming due and
payable by Borrower. Borrower has paid, and shall continue to pay all amounts necessary to fund all present and future pension, profit
sharing and deferred compensation plans in accordance with their terms, and Borrower has not and will not withdraw from participation
in, permit partial or complete termination of, or permit the occurrence of any other event with respect to, any such plan which could
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reasonably be expected to result in any liability * of Borrower, including any liability to the Pension Benefit Guaranty Corporation or its
successors or any other governmental agency.

     * (other than such liabilities that, individually or in the aggregate, are immaterial)

     3.9 Compliance with Law. Borrower has, to the best of its knowledge, complied, and will comply, in all material respects, with all
provisions of all foreign, federal, state and local laws and regulations applicable to Borrower, including, but not limited to, those relating to
Borrower’s ownership of real or personal property, the conduct and licensing of Borrower’s business, and all environmental matters.

     3.10 Litigation. There is no claim, suit, litigation, proceeding or investigation pending or (to best of Borrower’s knowledge) threatened
against or affecting Borrower in any court or before any governmental agency (or any basis therefor known to Borrower) which could
reasonably be expected to result, either separately or in the aggregate, in any Material Adverse Change. Borrower will promptly inform
Silicon in writing of any claim, proceeding, litigation or investigation in the future threatened or instituted against Borrower involving any
single claim of $50,000 or more, or involving $100,000 or more in the aggregate.

     3.11 Use of Proceeds. All proceeds of all Loans shall be used solely for lawful business purposes. Borrower is not purchasing or
carrying any “margin stock” (as defined in Regulation U of the Board of Governors of the Federal Reserve System) and no part of the
proceeds of any Loan will be used to purchase or carry any “margin stock” or to extend credit to others for the purpose of purchasing or
carrying any “margin stock.”

4. Accounts.

     4.1 Representations Relating to Accounts. Borrower represents and warrants to Silicon as follows: Each Account with respect to
which Loans are requested by Borrower shall, on the date each Loan is requested and made, (i) represent an undisputed bona fide existing
unconditional obligation of the Account Debtor created by the sale, delivery, and acceptance of goods or the rendition of services, or the
non-exclusive licensing of Intellectual Property, in the ordinary course of Borrower’s business, and (ii) meet the Minimum Eligibility
Requirements set forth in Section 8 below.

     4.2 Representations Relating to Documents and Legal Compliance. Borrower represents and warrants to Silicon as follows: All
statements made and all unpaid balances appearing in all invoices, instruments and other documents evidencing the Accounts are and
shall be true and correct and all such invoices, instruments and other documents and all of Borrower’s books and records are and shall be
genuine and in all respects what they purport to be. All sales and other transactions underlying or giving rise to each Account shall comply
in all material respects with all applicable laws and governmental rules and regulations. To the best of Borrower’s knowledge, all
signatures and endorsements on all documents, instruments, and agreements relating to all Accounts are and shall be genuine, and all such
documents, instruments and agreements are and shall be legally enforceable in accordance with their terms.

     4.3 Schedules and Documents relating to Accounts. Borrower shall deliver to Silicon transaction reports and schedules of collections,
as provided in the Schedule, on Silicon’s standard forms; provided, however, that Borrower’s failure to execute and deliver the same shall
not affect or limit Silicon’s security interest and other rights in all of Borrower’s Accounts, nor shall Silicon’s failure to advance or lend
against a specific Account affect or limit Silicon’s security interest and other rights therein. If requested by Silicon *, Borrower shall
furnish Silicon with copies (or, at Silicon’s request, originals) of all contracts, orders, invoices, and other similar documents, and all
shipping instructions, delivery receipts, bills of lading, and other evidence of delivery, for any goods the sale or disposition of which gave
rise to such Accounts, and Borrower warrants the genuineness of all of the foregoing. Borrower shall also furnish to Silicon an aged
accounts receivable trial balance as provided in the Schedule. In addition, Borrower shall deliver to Silicon, on its request, the originals of
all instruments, chattel paper, security agreements, guarantees and other documents and property evidencing or securing any Accounts, in
the same form as received, with all necessary indorsements, and copies of all credit memos.

     * in its good faith business judgment

     4.4 Collection of Accounts. Borrower shall have the right to collect all Accounts, unless and until a Default or an Event of Default has
occurred and is continuing. Whether or not an Event of Default has occurred and is continuing, Borrower shall hold all payments on, and
proceeds of, Accounts in trust for Silicon, and * Borrower shall immediately deliver all such payments and proceeds to Silicon in their
original form, duly endorsed, to be applied to the Obligations in such order as Silicon shall determine. ** Silicon may, in its good faith
business judgment, require that all proceeds of Collateral be deposited by Borrower into a lockbox account, or such other “blocked
account” as Silicon may specify, pursuant to a blocked account agreement in such form as Silicon may specify in its good faith business
judgment.

     * , subject to the Streamline Provisions,
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     ** As soon as practicable (and in any event no later than 60 days following the date of this Agreement), Borrower shall
establish a lockbox account, or such other “blocked account” as Silicon may specify, pursuant to a lockbox agreement or blocked
account agreement (as the case may be) in such form as Silicon may specify in its good faith business judgment, and, subject to the
Streamline Provisions, at all times thereafter all proceeds of Collateral shall be deposited by Borrower into such lockbox account
or other blocked account (as the case may be).

     4.5. Remittance of Proceeds. All proceeds arising from the disposition of any Collateral shall be delivered, in kind, by Borrower to
Silicon in the original form in which received by Borrower not later than the following Business Day after receipt by Borrower, to be
applied to the Obligations in such order as Silicon shall determine; provided that, if no Default or Event of Default has occurred and is
continuing, Borrower shall not be obligated to remit to Silicon the proceeds of the sale of worn out or obsolete Equipment disposed of by
Borrower in good faith in an arm’s length transaction for an aggregate purchase price of $25,000 or less (for all such transactions in any
fiscal year). Borrower agrees that it will not commingle proceeds of Collateral with any of Borrower’s other funds or property, but will
hold such proceeds separate and apart from such other funds and property and in an express trust for Silicon. Nothing in this Section limits
the restrictions on disposition of Collateral set forth elsewhere in this Agreement.

     4.6 Disputes. Borrower shall notify Silicon promptly of all disputes or claims * relating to Accounts. Borrower shall not forgive
(completely or partially), compromise or settle any Account for less than payment in full, or agree to do any of the foregoing, except that
Borrower may do so, provided that: (i) Borrower does so in good faith, in a commercially reasonable manner, in the ordinary course of
business, and in arm’s length transactions, which are reported to Silicon on the regular reports provided to Silicon; (ii) no Default or Event
of Default has occurred and is continuing; and (iii) taking into account all such discounts, settlements and forgiveness, the total
outstanding Loans will not exceed the Credit Limit.

     * , in excess of $25,000 individually or in the aggregate at any one time,

     4.7 Returns. Provided no Event of Default has occurred and is continuing, if any Account Debtor returns any Inventory to Borrower,
Borrower shall promptly determine the reason for such return and promptly issue a credit memorandum to the Account Debtor in the
appropriate amount. In the event any attempted return occurs after the occurrence and during the continuance of any Event of Default,
Borrower shall hold the returned Inventory in trust for Silicon, and immediately notify Silicon of the return of the Inventory.

     4.8 Verification. Silicon may, from time to time, verify directly with the respective Account Debtors the validity, amount and other
matters relating to the Accounts, by means of mail, telephone or otherwise, either in the name of Borrower or Silicon or such other name
as Silicon may choose.

     4.9 No Liability. Silicon shall not be responsible or liable for any shortage or discrepancy in, damage to, or loss or destruction of, any
goods, the sale or other disposition of which gives rise to an Account, or for any error, act, omission, or delay of any kind occurring in the
settlement, failure to settle, collection or failure to collect any Account, or for settling any Account in good faith for less than the full
amount thereof, nor shall Silicon be deemed to be responsible for any of Borrower’s obligations under any contract or agreement giving
rise to an Account. Nothing herein shall, however, relieve Silicon from liability for its own gross negligence or willful misconduct.

5. ADDITIONAL DUTIES OF BORROWER.

     5.1 Financial and Other Covenants. Borrower shall at all times comply with the financial and other covenants set forth in the
Schedule.

     5.2 Insurance. Borrower shall, at all times insure all of the tangible personal property Collateral and carry such other business
insurance, with insurers reasonably acceptable to Silicon, in such form and amounts as Silicon may reasonably require and that are
customary and in accordance with standard practices for Borrower’s industry and locations, and Borrower shall provide evidence of such
insurance to Silicon. All such insurance policies shall name Silicon as an additional insured and loss payee, and shall contain a lenders (or
mortgagee) loss payee endorsement in form reasonably acceptable to Silicon. Upon receipt of the proceeds of any such insurance, Silicon
shall apply such proceeds in reduction of the Obligations as Silicon shall determine in its good faith business judgment, except that,
provided no Default or Event of Default has occurred and is continuing, Silicon shall release to Borrower insurance proceeds with respect
to Equipment totaling less than $100,000, which shall be utilized by Borrower for the replacement of the Equipment with respect to which
the insurance proceeds were paid. Silicon may require reasonable assurance that the insurance proceeds so released will be so used. If
Borrower fails to provide or pay for any insurance, Silicon may, but is not obligated to, obtain the same at Borrower’s expense. Borrower
shall promptly deliver to Silicon copies of all material reports made to insurance companies.
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     5.3 Reports. Borrower, at its expense, shall provide Silicon with the written reports set forth in the Schedule, and such other written
reports with respect to Borrower (including budgets, sales projections, operating plans and other financial documentation), as Silicon shall
from time to time specify in its good faith business judgment.

     5.4 Access to Collateral, Books and Records. At reasonable times, and on at least one Business Day’s notice, Silicon, or its agents,
shall have the right to inspect the Collateral, and the right to audit and copy Borrower’s books and records *. Silicon shall take reasonable
steps to keep confidential all information obtained in any such inspection or audit, but Silicon shall have the right to disclose any such
information to its auditors, regulatory agencies, and attorneys, and pursuant to any subpoena or other legal process. The foregoing
inspections and audits shall be at Borrower’s expense and the charge therefor shall be $750 per person per day (or such higher amount as
shall represent Silicon’s then current standard charge for the same), plus reasonable out-of-pocket expenses. In the event Borrower and
Silicon schedule an audit more than 10 days in advance, and Borrower seeks to reschedules the audit with less than 10 days written notice
to Silicon, then (without limiting any of Silicon’s rights or remedies), Borrower shall pay Silicon a cancellation fee of $1,000 plus any
out-of-pocket expenses incurred by Silicon, to compensate Silicon for the anticipated costs and expenses of the cancellation.

     * ; provided, however, that the number of separate inspections and audits (it being understood that inspections and audits
taking place at one or more locations of Borrower during substantially the same overall examination period shall constitute but a
single inspection and audit for purposes of the foregoing proviso) conducted by Silicon, in the absence of any Event of Default,
shall not exceed 4 in any 12-month period commencing from and after the date of this Agreement

     5.5 Negative Covenants. Except as may be permitted in the Schedule, Borrower shall not, without Silicon’s prior written consent
(which shall be a matter of its good faith business judgment), do any of the following: (i) merge or consolidate with another corporation or
entity; (ii) acquire any assets †, except in the ordinary course of business; (iii) enter into any other transaction outside the ordinary course
of business; (iv) sell or transfer any Collateral, except for the sale of finished Inventory in the ordinary course of Borrower’s business, and
except for the sale of obsolete or unneeded Equipment in the ordinary course of business; (v) store any Inventory or other Collateral with
any warehouseman or other third party; (vi) sell any Inventory on a sale-or-return, guaranteed sale, consignment, or other contingent
basis; (vii) make any loans of any money or other assets; (viii) incur any debts, outside the ordinary course of business, which could
reasonably be expected to result in a Material Adverse Change; (ix) guarantee or otherwise become liable with respect to the obligations
of another party or entity *; (x) pay or declare any dividends on Borrower’s stock (except for dividends ** payable solely in stock of
Borrower); (xi) redeem, retire, purchase or otherwise acquire, directly or indirectly, any of Borrower’s stock or other equity securities
***; (xii) make any change in Borrower’s capital structure which could reasonably be expected to result in a Material Adverse Change; or
(xiii) engage, directly or indirectly, in any business other than the businesses currently engaged in by Borrower or reasonably related
thereto; or (xiv) dissolve or elect to dissolve. Transactions permitted by the foregoing provisions of this Section 5.5 are only permitted if
no Default or Event of Default would occur as a result of such transaction.

     † (other than assets that are immaterial, individually or in the aggregate)

     * (except, with respect to each Borrower, a guaranty by such Borrower in favor of Silicon relative to each other Borrower)

     ** : (a) dividends paid to any Borrower by any subsidiary of such Borrower; and (b)

     *** , except for the repurchases of stock from former employees, officers, directors, and contractors, of Borrower under the
terms of applicable repurchase or similar agreements between Borrower and such employees, officers, directors, and contractors,
all in an aggregate amount not to exceed $250,000 in any 12-month period

     5.6 Litigation Cooperation. Should any third-party suit or proceeding be instituted by or against Silicon with respect to any Collateral
or relating to Borrower, Borrower shall, without expense to Silicon, make available Borrower and its officers, employees and agents and
Borrower’s books and records, to the extent that Silicon may deem them reasonably necessary in order to prosecute or defend any such
suit or proceeding.

     5.7 Further Assurances. Borrower agrees, at its expense, on request by Silicon, to execute all documents and take all actions, as
Silicon, may, in its good faith business judgment, deem necessary or useful in order to perfect, and maintain the first-lien-priority of,
Silicon’s security interests in the Collateral (subject in lien priority only to those Permitted Liens that are expressly entitled to such
priority over the security interests of Silicon by operation of law or by written subordination agreement duly executed and delivered by
Silicon in favor of the holders of such Permitted Liens), and in order to fully consummate the transactions contemplated by this
Agreement.

6



 

  Silicon Valley Bank  Loan and Security Agreement
  

6. TERM.

     6.1 Maturity Date. This Agreement shall continue in effect until the maturity date set forth in Section 4 of the Schedule (the “Maturity
Date”), subject to Section 6.3 below.

     6.2 Early Termination. This Agreement may be terminated prior to the Maturity Date as follows: (i) by Borrower, effective three
Business Days after written notice of termination is given to Silicon; or (ii) by Silicon at any time after the occurrence and during the
continuance of an Event of Default, without notice, effective immediately. If this Agreement is terminated by Borrower or by Silicon
under this Section 6.2, Borrower shall pay to Silicon a termination fee in an amount equal to * two percent (2.0%) of the Maximum Credit
Limit, provided that no termination fee shall be charged if the credit facility hereunder is replaced with a new facility from another
division of Silicon Valley Bank. The termination fee shall be due and payable on the effective date of termination and thereafter shall bear
interest at a rate equal to the highest rate applicable to any of the Obligations.

     * one percent (1.0%)

     6.3 Payment of Obligations. On the Maturity Date or on any earlier effective date of termination, Borrower shall pay and perform in
full all Obligations, whether evidenced by installment notes or otherwise, and whether or not all or any part of such Obligations are
otherwise then due and payable. Without limiting the generality of the foregoing, if on the Maturity Date, or on any earlier effective date
of termination, there are any outstanding Letters of Credit issued by Silicon or issued by another institution based upon an application,
guarantee, indemnity or similar agreement on the part of Silicon, then on such date Borrower shall provide to Silicon cash collateral in an
amount equal to 105% of the face amount of all such Letters of Credit plus all interest, fees and cost due or to become due in connection
therewith (as estimated by Silicon in its good faith business judgment), to secure all of the Obligations relating to said Letters of Credit,
pursuant to Silicon’s then standard form cash pledge agreement. Notwithstanding any termination of this Agreement, all of Silicon’s
security interests in all of the Collateral and all of the terms and provisions of this Agreement shall continue in full force and effect until
all Obligations * have been paid and performed in full; provided that Silicon may, in its sole discretion, refuse to make any further Loans
and other extensions of credit after termination. No termination shall in any way affect or impair any right or remedy of Silicon, nor shall
any such termination relieve Borrower of any Obligation to Silicon, until all of the Obligations * have been paid and performed in full.
Upon payment and performance in full of all the Obligations * and termination of this Agreement, Silicon shall promptly terminate its
financing statements with respect to the Borrower and deliver to Borrower such other documents as may be required to fully terminate
Silicon’s security interests.

     * (other than Contingent Indemnification Obligations not yet due)

7. EVENTS OF DEFAULT AND REMEDIES.

     7.1 Events of Default. The occurrence of any of the following events shall constitute an “Event of Default” under this Agreement, and
Borrower shall give Silicon immediate written notice thereof: (a) Any warranty, representation, statement, report or certificate made or
delivered to Silicon by Borrower or any of Borrower’s officers, employees or agents, now or in the future, shall be untrue or misleading
in a material respect when made or deemed to be made; or (b) Borrower shall fail to pay when due any Loan or any interest thereon or any
other monetary Obligation; or (c) * the total Loans and other Obligations outstanding at any time shall exceed the Credit Limit; or (d)
Borrower (i) shall fail to comply with any of the financial covenants set forth in the Schedule, or (ii) shall fail to perform any other non-
monetary Obligation which by its nature cannot be cured, or (iii) shall fail to permit Silicon to conduct an inspection or audit as specified
in Section 5.4 hereof; or (e) Borrower shall fail to perform any other non-monetary Obligation, which failure is not cured within five
Business Days after the date due; or (f) any levy, assessment, attachment, seizure, lien or encumbrance (other than a Permitted Lien) is
made on all or any part of the Collateral which is not cured within 10 days after the occurrence of the same; or (g) any default or event of
default occurs under any obligation secured by a Permitted Lien, which is not cured within any applicable cure period or waived in
writing by the holder of the Permitted Lien; or (h) Borrower breaches any material contract or obligation, which has resulted or could
reasonably be expected to result in a Material Adverse Change; or (i) Dissolution, termination of existence, insolvency or business failure
of Borrower or any guarantor of the Obligations; or appointment of a receiver, trustee or custodian, for all or any part of the property of,
assignment for the benefit of creditors by, or the commencement of any proceeding by Borrower or any guarantor of the Obligations
under any reorganization, bankruptcy, insolvency, arrangement, readjustment of debt, dissolution or liquidation law or statute of any
jurisdiction, now or in the future in effect; or (j) the commencement of any proceeding against Borrower or any guarantor of any of the
Obligations under any reorganization, bankruptcy, insolvency, arrangement, readjustment of debt, dissolution or liquidation law or statute
of any jurisdiction, now or in the future in effect, which is not cured by the dismissal thereof within † 30 days after the date commenced;
or (k) revocation or termination of, or limitation or denial of liability upon, any guaranty of the Obligations or any attempt to do any of the
foregoing; or (l) revocation or termination of, or limitation or denial of liability upon, any pledge
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     of any certificate of deposit, securities or other property or asset of any kind pledged by any third party to secure any or all of the
Obligations, or any attempt to do any of the foregoing, or commencement of proceedings by or against any such third party under any
bankruptcy or insolvency law; or (m) Borrower makes any payment on account of any indebtedness or obligation which has been
subordinated to the Obligations other than as permitted in the applicable subordination agreement, or if any Person who has subordinated
such indebtedness or obligations terminates or in any way limits his subordination agreement; or (n) ** there shall be a change in the
record or beneficial ownership of an aggregate of more than 20% of the outstanding shares of stock of Borrower, in one or more
transactions, compared to the ownership of outstanding shares of stock of Borrower in effect on the date hereof, without the prior written
consent of Silicon; or (o) Borrower shall generally not pay its debts as they become due, or Borrower shall conceal, remove or transfer
any part of its property, with intent to hinder, delay or defraud its creditors, or make or suffer any transfer of any of its property which
may be fraudulent under any bankruptcy, fraudulent conveyance or similar law; or (p) a Material Adverse Change shall occur; or (q) an
event of default has occurred and is continuing under any other Loan Document (after giving effect (without duplication hereof) of all
applicable cure periods, if any). Silicon may cease making any Loans and other extensions of credit hereunder during any of the above
cure periods, and thereafter if an Event of Default has occurred and is continuing.

     * an Overadvance exists and Borrower shall fail to repay the same to Silicon in accordance with Section 1.3 hereof; provided,
however, if an Overadvance results directly from a change by Silicon of the amount of Reserves, the Advance Rate, or what
constitutes the Minimum Eligibility Requirements, or directly from an adverse change by Silicon in the determination of
eligibility of Accounts that meet the Minimum Eligibility Requirements, then if Borrower fails to repay such Overadvance within
3 Business Days of such Overadvance occurring

     † 45 days

     ** without the prior written consent of Silicon, (1) a “person” or “group” (within the meaning of Sections 13(d) and 14(d)(2) of
the Securities Exchange Act of 1934, as amended) becomes, after the date of this Agreement, the “beneficial owner” (as defined in
Rule 13d-3 under the Securities Exchange Act of 1934, as amended), directly or indirectly, of more than 20% of the total voting
power of all classes of capital stock then outstanding of GIGA-TRONICS, or (2) a majority of the members of the Board of
Directors of GIGA-TRONICS shall not constitute Continuing Directors, or (3) GIGA-TRONICS shall cease to own and control,
beneficially and of record, 100% of the issued and outstanding capital stock of each other Borrower

     7.2 Remedies. Upon the occurrence and during the continuance of any Event of Default, and at any time thereafter, Silicon, at its
option, and without notice or demand of any kind (all of which are hereby expressly waived by Borrower), may do any one or more of the
following: (a) Cease making Loans or otherwise extending credit to Borrower under this Agreement or any other Loan Document;
(b) Accelerate and declare all or any part of the Obligations to be immediately due, payable, and performable, notwithstanding any
deferred or installment payments allowed by any instrument evidencing or relating to any Obligation; (c) Take possession of any or all of
the Collateral wherever it may be found, and for that purpose Borrower hereby authorizes Silicon without judicial process to enter onto
any of Borrower’s premises without interference to search for, take possession of, keep, store, or remove any of the Collateral, and remain
on the premises or cause a custodian to remain on the premises in exclusive control thereof, without charge for so long as Silicon deems it
necessary, in its good faith business judgment, in order to complete the enforcement of its rights under this Agreement or any other Loan
Document; provided, however, that should Silicon seek to take possession of any of the Collateral by court process, Borrower hereby
irrevocably waives: (i) any bond and any surety or security relating thereto required by any statute, court rule or otherwise as an incident
to such possession; (ii) any demand for possession prior to the commencement of any suit or action to recover possession thereof; and
(iii) any requirement that Silicon retain possession of, and not dispose of, any such Collateral until after trial or final judgment; (d) Require
Borrower to assemble any or all of the Collateral and make it available to Silicon at places designated by Silicon which are reasonably
convenient to Silicon and Borrower, and to remove the Collateral to such locations as Silicon may deem advisable; (e) Complete the
processing, manufacturing or repair of any Collateral prior to a disposition thereof and, for such purpose and for the purpose of removal,
Silicon shall have the right to use Borrower’s premises, vehicles, hoists, lifts, cranes, and other Equipment and all other property without
charge; (f) Sell, lease or otherwise dispose of any of the Collateral, in its condition at the time Silicon obtains possession of it or after
further manufacturing, processing or repair, at one or more public and/or private sales, in lots or in bulk, for cash, exchange or other
property, or on credit, and to adjourn any such sale from time to time without notice other than oral announcement at the time scheduled
for sale. Silicon shall have the right to conduct such disposition on Borrower’s premises without charge, for such time or times as Silicon
deems reasonable, or on Silicon’s premises, or elsewhere and the Collateral need not be located at the place of disposition. Silicon may
directly or through any affiliated company purchase or lease any Collateral at any such public disposition, and if permissible under
applicable law, at any private disposition. Any sale or other disposition of Collateral shall not relieve Borrower of any liability Borrower
may have if any Collateral is defective as to title or physical condition or otherwise at the time of sale; (g) Demand payment of, and
collect any Accounts and General Intangibles comprising Collateral and, in connec-
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tion therewith, Borrower irrevocably authorizes Silicon to endorse or sign Borrower’s name on all collections, receipts, instruments and
other documents, to take possession of and open mail addressed to Borrower and remove therefrom payments made with respect to any
item of the Collateral or proceeds thereof, and, in Silicon’s good faith business judgment, to grant extensions of time to pay, compromise
claims and settle Accounts and the like for less than face value; (h) Effect an administrative “hold” or offset against any sums in any of
Borrower’s general, special or other Deposit Accounts with Silicon against any or all of the Obligations; and (i) Demand and receive
possession of any of Borrower’s federal and state income tax returns and the books and records utilized in the preparation thereof or
referring thereto. All reasonable attorneys’ fees, expenses, costs, liabilities and obligations incurred by Silicon with respect to the
foregoing shall be added to and become part of the Obligations, shall be due on demand, and shall bear interest at a rate equal to the
highest interest rate applicable to any of the Obligations. Without limiting any of Silicon’s rights and remedies, from and after the
occurrence and during the continuance of any Event of Default, the interest rate applicable to the Obligations shall be increased by an
additional four percent per annum (the “Default Rate”).

     7.3 Standards for Determining Commercial Reasonableness. Borrower and Silicon agree that a sale or other disposition (collectively,
“sale”) of any Collateral which complies with the following standards will conclusively be deemed to be commercially reasonable:
(i) Notice of the sale is given to Borrower at least ten days prior to the sale, and, in the case of a public sale, notice of the sale is published
at least ten days before the sale in a newspaper of general circulation in the county where the sale is to be conducted; (ii) Notice of the
sale describes the collateral in general, non-specific terms; (iii) The sale is conducted at a place designated by Silicon, with or without the
Collateral being present; (iv) The sale commences at any time between 8:00 a.m. and 6:00 p.m; (v) Payment of the purchase price in cash
or by cashier’s check or wire transfer is required; (vi) With respect to any sale of any of the Collateral, Silicon may (but is not obligated
to) direct any prospective purchaser to ascertain directly from Borrower any and all information concerning the same. Silicon shall be free
to employ other methods of noticing and selling the Collateral, in its discretion, if they are commercially reasonable.

     7.4 Power of Attorney. Upon the occurrence and during the continuance of any Event of Default, without limiting Silicon’s other
rights and remedies, Borrower grants to Silicon an irrevocable power of attorney coupled with an interest, authorizing and permitting
Silicon (acting through any of its employees, attorneys or agents) at any time, at its option, but without obligation, with or without notice
to Borrower, and at Borrower’s expense, to do any or all of the following, in Borrower’s name or otherwise, but Silicon agrees that if it
exercises any right hereunder, it will do so in good faith and in a commercially reasonable manner: (a) Execute on behalf of Borrower any
documents that Silicon may, in its good faith business judgment, deem advisable in order to perfect and maintain Silicon’s security interest
in the Collateral, or in order to exercise a right of Borrower or Silicon, or in order to fully consummate all the transactions contemplated
under this Agreement, and all other Loan Documents; (b) Execute on behalf of Borrower, any invoices relating to any Account, any draft
against any Account Debtor and any notice to any Account Debtor, any proof of claim in bankruptcy, any Notice of Lien, claim of
mechanic’s, materialman’s or other lien, or assignment or satisfaction of mechanic’s, materialman’s or other lien; (c) Take control in any
manner of any cash or non-cash items of payment or proceeds of Collateral; endorse the name of Borrower upon any instruments, or
documents, evidence of payment or Collateral that may come into Silicon’s possession; (d) Endorse all checks and other forms of
remittances received by Silicon; (e) Pay, contest or settle any lien, charge, encumbrance, security interest and adverse claim in or to any of
the Collateral, or any judgment based thereon, or otherwise take any action to terminate or discharge the same; (f) Grant extensions of
time to pay, compromise claims and settle Accounts and General Intangibles for less than face value and execute all releases and other
documents in connection therewith; (g) Pay any sums required on account of Borrower’s taxes or to secure the release of any liens
therefor, or both; (h) Settle and adjust, and give releases of, any insurance claim that relates to any of the Collateral and obtain payment
therefor; (i) Instruct any third party having custody or control of any books or records belonging to, or relating to, Borrower to give
Silicon the same rights of access and other rights with respect thereto as Silicon has under this Agreement; and (j) Take any action or pay
any sum required of Borrower pursuant to this Agreement and any other Loan Documents. Any and all reasonable sums paid and any and
all reasonable costs, expenses, liabilities, obligations and * attorneys’ fees incurred by Silicon with respect to the foregoing shall be added
to and become part of the Obligations, shall be payable on demand, and shall bear interest at a rate equal to the highest interest rate
applicable to any of the Obligations. In no event shall Silicon’s rights under the foregoing power of attorney or any of Silicon’s other
rights under this Agreement be deemed to indicate that Silicon is in control of the business, management or properties of Borrower.

     * reasonable

     7.5 Application of Proceeds. All proceeds realized as the result of any sale of the Collateral shall be applied by Silicon first to the
reasonable costs, expenses, liabilities, obligations and * attorneys’ fees incurred by Silicon in the exercise of its rights under this
Agreement, second to the interest due upon any of the Obligations, and third to the principal of the Obligations, in such order as Silicon
shall determine in its ** sole discretion. Any surplus shall be paid to Borrower or other persons legally entitled thereto; Borrower shall
remain liable to Silicon for any deficiency. If, Silicon, in its good faith
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business judgment, directly or indirectly enters into a deferred payment or other credit transaction with any purchaser at any sale of
Collateral, Silicon shall have the option, exercisable at any time, in its good faith business judgment, of either reducing the Obligations by
the principal amount of purchase price or deferring the reduction of the Obligations until the actual receipt by Silicon of the cash therefor.

* reasonable

** good faith business judgment

     7.6 Remedies Cumulative. In addition to the rights and remedies set forth in this Agreement, Silicon shall have all the other rights and
remedies accorded a secured party under the California Uniform Commercial Code and under all other applicable laws, and under any
other instrument or agreement now or in the future entered into between Silicon and Borrower, and all of such rights and remedies are
cumulative and none is exclusive. Exercise or partial exercise by Silicon of one or more of its rights or remedies shall not be deemed an
election, nor bar Silicon from subsequent exercise or partial exercise of any other rights or remedies. The failure or delay of Silicon to
exercise any rights or remedies shall not operate as a waiver thereof, but all rights and remedies shall continue in full force and effect until
all of the Obligations have been fully paid in cash and otherwise performed and this Agreement has been terminated.

     8. Definitions. As used in this Agreement, the following terms have the following meanings:

     “Account Debtor” means the obligor on an Account.

     “Accounts” means all present and future “accounts” as defined in the California Uniform Commercial Code in effect on the date hereof
with such additions to such term as may hereafter be made, and includes without limitation all accounts receivable and other sums owing
to Borrower.

     “Affiliate” means, with respect to any Person, a relative, partner, shareholder, director, officer, or employee of such Person, or any
parent or subsidiary of such Person, or any Person controlling, controlled by or under common control with such Person.

     “Bankruptcy Code” means the United States Bankruptcy Code (11 U.S.C. Sections 101 et seq.), as amended, and any successor statute.

     “Business Day” means a day on which Silicon is open for business.

     “Code” means the Uniform Commercial Code as adopted and in effect in the State of California from time to time.

     “Collateral” has the meaning set forth in Section 2 above.

     “continuing” and “during the continuance of” when used with reference to a Default or Event of Default means that the Default or
Event of Default has occurred and has not been either waived in writing by Silicon or cured within any applicable cure period.

     "Continuing Director” means (a) any member of the Board of Directors who was a director (or comparable manager) of
Borrower on the date of this Agreement, and (b) any individual who becomes a member of the Board of Directors after the date of
this Agreement if such individual was appointed or nominated for election to the Board of Directors by a majority of the
Continuing Directors, but excluding any such individual originally proposed for election in opposition to the Board of Directors in
office at the date of this Agreement in an actual or threatened election contest relating to the election of the directors (or
comparable managers) of Borrower (as such terms are used in Rule 14a-11 under the Securities Exchange Act of 1934, as
amended) and whose initial assumption of office resulted from such contest or the settlement thereof.

     “Default” means any event which with notice or passage of time or both, would constitute an Event of Default.

     “Deposit Accounts” means all present and future “deposit accounts” as defined in the California Uniform Commercial Code in effect
on the date hereof with such additions to such term as may hereafter be made, and includes without limitation all general and special bank
accounts, demand accounts, checking accounts, savings accounts and certificates of deposit.

     “Eligible Accounts” means Accounts arising in the ordinary course of Borrower’s business from the sale of goods or the rendition of
services, or the non-exclusive licensing of Intellectual Property, which Silicon, in its good faith business judgment, shall deem eligible for
borrowing. Without limiting the fact that the determination of which Accounts are eligible for borrowing is a matter of Silicon’s good
faith business judgment, the requirements in the remainder of this definition (the “Minimum Eligibility Requirements”) are the minimum
requirements for an Account to be an Eligible Account: (i) the Account must not be outstanding for more than 90 days from its invoice
date (the “Eligibility Period”); (ii) the Account must not represent progress billings, or be due under a fulfillment or requirements contract
with the Account Debtor; (iii) the
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  Account must not be subject to any contingencies (including Accounts arising from sales on consignment, guaranteed sale or other
terms pursuant to which payment by the Account Debtor may be conditional); (iv) the Account must not be owing from an Account
Debtor with whom Borrower has any dispute (whether or not relating to the particular Account); (v) the Account must not be owing
from an Affiliate of Borrower; (vi) the Account must not be owing from an Account Debtor which is subject to any insolvency or
bankruptcy proceeding, or whose financial condition is not acceptable to Silicon †, or which, fails or goes out of a material portion of its
business; (vii) the Account must not be owing from the United States or any department, agency or instrumentality thereof (unless there
has been compliance, to Silicon’s satisfaction †, with the United States Assignment of Claims Act); (viii) the Account must not be
owing from an Account Debtor located outside the United States or those provinces or territories of Canada that have adopted the
Personal Property Security Act (unless pre-approved by Silicon in its discretion in writing, or backed by a letter of credit satisfactory to
Silicon, or FCIA insured satisfactory to Silicon); (ix) the Account must not be owing from an Account Debtor to whom Borrower is or
may be liable for goods or services purchased by Borrower, or third-party intellectual property licensed by Borrower (as licensee),
from such Account Debtor or otherwise (but, in such case, the Account will be deemed not eligible only to the extent of any amounts
owed by Borrower to such Account Debtor) *. Accounts owing from one Account Debtor will not be deemed Eligible Accounts to the
extent they exceed 25% of the total Accounts outstanding. In addition, if more than 50% of the Accounts owing from an Account
Debtor are outstanding for a period longer than their Eligibility Period (without regard to unapplied credits) or are otherwise not
eligible Accounts, then all Accounts owing from that Account Debtor will be deemed ineligible for borrowing. Silicon may, from time
to time, in its good faith business judgment, revise the Minimum Eligibility Requirements, upon ** written notice to Borrower.

     † in its good faith business judgment

     * ; (x) the Account must not be owing by an Account Debtor as to whom Borrower has recognized or can recognize deferred
revenue, unless and in which case the portion of such Account that is equal to such deferred revenue amount shall be ineligible
under this clause (x); (xi) the Account must not arise from the sale, lease, licensing, assignment, or other disposition of any
Registered Copyright of Borrower, unless Borrower is in full compliance with Section 8(3) of the Schedule with respect to such
Account and the underlying Registered Copyright; and (xii) the Account must have been billed to the Account Debtor.

     ** at least 3 Business Days prior

     “Eligible Inventory” means Inventory that Silicon, in its good faith business judgment, deems eligible for borrowing. Without limiting
the fact that the determination of which Inventory is eligible for borrowing is a matter of Silicon’s good faith business judgment, the
requirements in the remainder of this definition (the “Minimum Inventory Eligibility Requirements”) are the minimum requirements for
Inventory to be Eligible Inventory: the Inventory must (i) consist of * finished goods, in good, new and salable condition, not be
perishable, not be obsolete or unmerchantable, and not be comprised of raw materials, work in process, packaging materials or supplies;
(ii) meet all applicable governmental standards; (iii) have been manufactured in compliance with the Fair Labor Standards Act;
(iv) conform in all respects to the warranties and representations set forth in this Agreement and the other Loan Documents; (v) be at all
times subject to Silicon’s duly perfected, first priority security interest; (vi) be situated at Borrower’s Address or at one of the locations
within the United States that are set forth in the Representations; and (vii) are not the subject of any lien or other interest of any landlord
or bailee that has priority over the security interests of Silicon, unless such landlord or bailee (as the case may be) has executed and
delivered in favor of Silicon a landlord agreement or bailee agreement (as the case may be), in form and substance acceptable to Silicon in
its good faith business judgment and in full force and effect **. Silicon may, from time to time, in its good faith business judgment, revise
the Minimum Inventory Eligibility Requirements, upon *** written notice to Borrower.

     * raw materials or

     ** , or unless satisfactory Reserves, in respect of such liens or other interests of such landlord or bailee, are established and
maintained by Silicon in its good faith business judgment

     *** at least 3 Business Days prior

     “Equipment” means all present and future “equipment” as defined in the California Uniform Commercial Code in effect on the date
hereof with such additions to such term as may hereafter be made, and includes without limitation all machinery, fixtures, goods, vehicles
(including motor vehicles and trailers), and any interest in any of the foregoing.

     “Event of Default” means any of the events set forth in Section 7.1 of this Agreement.

     “GAAP” means generally accepted accounting principles consistently applied.
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“General Intangibles” means all present and future “general intangibles” as defined in the California Uniform Commercial Code in effect
on the date hereof with such additions to such term as may hereafter be made, and includes without limitation all Intellectual Property,
payment intangibles, royalties, contract rights, goodwill, franchise agreements, purchase orders, customer lists, route lists, telephone
numbers, domain names, claims, income tax refunds, security and other deposits, options to purchase or sell real or personal property,
rights in all litigation presently or hereafter pending (whether in contract, tort or otherwise), insurance policies (including without
limitation key man, property damage, and business interruption insurance), payments of insurance and rights to payment of any kind.

     “good faith business judgment” means honesty in fact and good faith (as defined in Section 1201 of the Code) in the exercise of
Silicon’s business judgment.

     “including” means including (but not limited to).

     “Intellectual Property” means all present and future (a) copyrights, copyright rights, copyright applications, copyright registrations and
like protections in each work of authorship and derivative work thereof, whether published or unpublished, (b) trade secret rights,
including all rights to unpatented inventions and know-how, and confidential information; (c) mask work or similar rights available for the
protection of semiconductor chips; (d) patents, patent applications and like protections including without limitation improvements,
divisions, continuations, renewals, reissues, extensions and continuations-in-part of the same; (e) trademarks, servicemarks, trade styles,
and trade names, whether or not any of the foregoing are registered, and all applications to register and registrations of the same and like
protections, and the entire goodwill of the business of Borrower connected with and symbolized by any such trademarks; (f) computer
software and computer software products; (g) designs and design rights; (h) technology; (i) all claims for damages by way of past, present
and future infringement of any of the rights included above; (j) all licenses or other rights to use any property or rights of a type described
above.

     “Inventory” means all present and future “inventory” as defined in the California Uniform Commercial Code in effect on the date
hereof with such additions to such term as may hereafter be made, and includes without limitation all merchandise, raw materials, parts,
supplies, packing and shipping materials, work in process and finished products, including without limitation such inventory as is
temporarily out of Borrower’s custody or possession or in transit and including any returned goods and any documents of title representing
any of the above.

     “Investment Property” means all present and future investment property, securities, stocks, bonds, debentures, debt securities,
partnership interests, limited liability company interests, options, security entitlements, securities accounts, commodity contracts,
commodity accounts, and all financial assets held in any securities account or otherwise, and all options and warrants to purchase any of
the foregoing, wherever located, and all other securities of every kind, whether certificated or uncertificated.

     “Loan Documents” means, collectively, this Agreement, the Representations, and all other present and future documents, instruments
and agreements between Silicon and Borrower (or any guarantor of the Obligations), including, but not limited to those relating to this
Agreement, and all amendments and modifications thereto and replacements therefor.

     “Material Adverse Change” means any of the following: (i) a material adverse change in the business, operations, or financial or other
condition of the Borrower *, or (ii) a material impairment of the prospect of repayment of any portion of the Obligations; or (iii) a
material impairment of the value or priority of Silicon’s security interests in the Collateral.

     * taken as a whole

     “Obligations” means all present and future Loans, advances, debts, liabilities, obligations, guaranties, covenants, duties and
indebtedness at any time owing by Borrower to Silicon, whether evidenced by this Agreement or any note or other instrument or
document, or otherwise, whether arising from an extension of credit, opening of a letter of credit, banker’s acceptance, loan, guaranty,
indemnification or otherwise, whether direct or indirect (including, without limitation, those acquired by assignment and any participation
by Silicon in Borrower’s debts owing to others), absolute or contingent, due or to become due, including, without limitation, all interest,
charges, expenses, fees, * attorney’s fees, expert witness fees, audit fees, letter of credit fees, collateral monitoring fees, closing fees,
facility fees, termination fees, minimum interest charges and any other sums chargeable to Borrower under this Agreement or under any
other Loan Documents (including any interest and other amounts that, but for the provisions of the Bankruptcy Code, would have
accrued).

     * reasonable

     “Other Property” means the following as defined in the California Uniform Commercial Code in effect on the date hereof with such
additions to such term as may hereafter be made, and all rights relating thereto: all present and future “commercial tort claims” (including
without limitation any commercial tort claims identified in the Representations), “documents”, “instruments”, “promissory notes”,
“chattel paper”, “letters of credit”, “letter-of-credit rights”, “fixtures”, “farm products” and
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“money”; and all other goods and personal property of every kind, tangible and intangible, whether or not governed by the California
Uniform Commercial Code.

     “Payment” means all checks, wire transfers and other items of payment received by Silicon (including proceeds of Accounts and
payment of the Obligations in full) for credit to Borrower’s outstanding Loans or, if the balance of the Loans have been reduced to zero,
for credit to its Deposit Accounts.

     “Permitted Liens” means the following: (i) purchase money security interests in specific items of Equipment; (ii) leases of specific
items of Equipment; (iii) liens for taxes not yet payable *; (iv) additional security interests and liens consented to in writing by Silicon,
which consent may be withheld in its good faith business judgment; (v) security interests being terminated substantially concurrently with
this Agreement; (vi) liens of materialmen, mechanics, warehousemen, carriers, or other similar liens arising in the ordinary course of
business and securing obligations which are not delinquent **; (vii) liens incurred in connection with the extension, renewal or
refinancing of the indebtedness secured by liens of the type described above in clauses (i) or (ii) above, provided that any extension,
renewal or replacement lien is limited to the property encumbered by the existing lien and the principal amount of the indebtedness being
extended, renewed or refinanced does not increase; (viii) Liens in favor of customs and revenue authorities which secure payment of
customs duties in connection with the importation of goods. Silicon will have the right to require, as a condition to its consent under
subparagraph (iv) above, that the holder of the additional security interest or lien sign an intercreditor agreement on Silicon’s then
standard form, acknowledge that the security interest is subordinate to the security interest in favor of Silicon, and agree not to take any
action to enforce its subordinate security interest so long as any Obligations remain outstanding, and that Borrower agree that any uncured
default in any obligation secured by the subordinate security interest shall also constitute an Event of Default under this Agreement.

     * (A) inchoate liens for taxes not yet payable; and (B) liens for taxes (other than payroll taxes or taxes that are the subject of a
United States federal tax lien) being diligently contested by Borrower in good faith, provided that (1) a reserve with respect to
such obligation is established on the books of Borrower in accordance with GAAP (or, if higher, in an amount that Silicon in its
good faith business judgment believes to be appropriate under the circumstances), and (2) Silicon is satisfied that, while any such
protest is pending, there will be no impairment of the enforceability, validity, or priority of any of the security interests of Silicon
in and to the Collateral

     ** (A) owing to such lienholders that: (A) are not yet delinquent; or (B) are being diligently contested by Borrower in good
faith, provided that (1) a reserve with respect to such obligation is established on the books of Borrower in accordance with
GAAP (or, if higher, in an amount that Silicon in its good faith business judgment believes to be appropriate under the
circumstances), and (2) Silicon is satisfied that, while any such protest is pending, there will be no impairment of the
enforceability, validity, or priority of any of the security interests of Silicon in and to the Collateral

     “Person” means any individual, sole proprietorship, partnership, joint venture, trust, unincorporated organization, association,
corporation, government, or any agency or political division thereof, or any other entity.

     "Registered Copyright” means any software, maskwork, work of authoriship, or other copyright that is registered (or is the
subject of an application for registration) with the United States Copyright Office (a “Registered Copyright”).

     “Representations” means the written Representations and Warranties provided by Borrower to Silicon referred to in the Schedule.

     “Reserves” means, as of any date of determination, such amounts as Silicon may from time to time establish and revise in its good faith
business judgment, reducing the amount of Loans, Letters of Credit and other financial accommodations which would otherwise be
available to Borrower under the lending formula(s) provided in the Schedule: (a) to reflect events, conditions, contingencies or risks
which, as determined by Silicon in its good faith business judgment, do or may adversely affect (i) the Collateral or any other property
which is security for the Obligations or its value (including without limitation any increase in delinquencies of Accounts), (ii) the assets,
business or prospects of Borrower or any Guarantor, or (iii) the security interests and other rights of Silicon in the Collateral (including
the enforceability, perfection and priority thereof); or (b) to reflect Silicon’s good faith belief that any collateral report or financial
information furnished by or on behalf of Borrower or any Guarantor to Silicon is or may have been incomplete, inaccurate or misleading
in any material respect; or (c) in respect of any state of facts which Silicon determines in good faith constitutes an Event of Default or
may, with notice or passage of time or both, constitute an Event of Default.

     "Streamline Provisions” means the set of provisions set forth in Section 9 of the Schedule.
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     Other Terms. All accounting terms used in this Agreement, unless otherwise indicated, shall have the meanings given to such terms in
accordance with GAAP, consistently applied. All other terms contained in this Agreement, unless otherwise indicated, shall have the
meanings provided by the Code, to the extent such terms are defined therein.

9. GENERAL PROVISIONS.

     9.1 Interest Computation; Float Charge. In computing interest on the Obligations, all Payments received after 12:00 Noon on any day
shall be deemed received on the next Business Day. In addition, Silicon shall be entitled to charge Borrower a “float” charge in an amount
equal to three Business Days interest, at the interest rate applicable to the Loans, on all Payments * received by Silicon. Said float charge
is not included in interest for purposes of computing Minimum Monthly Interest (if any) under this Agreement. The float charge for each
month shall be payable on the last day of the month. Bank shall not be required to credit Borrower’s account for the amount of any item of
payment which is unsatisfactory to Bank in its good faith business judgment, and Bank may charge Borrower’s loan account for the
amount of any item of payment which is returned to Bank unpaid.

     * (other than wire transfers, which shall be credited as a Payment as of the date of receipt or deemed receipt)

     9.2 Application of Payments. All payments with respect to the Obligations may be applied, and in Silicon’s good faith business
judgment reversed and re-applied, to the Obligations, in such order and manner as Silicon shall determine in its good faith business
judgment.

     9.3 Charges to Accounts. Silicon may, in its discretion, require that Borrower pay monetary Obligations in cash to Silicon, or charge
them to Borrower’s Loan account, in which event they will bear interest at the same rate applicable to the Loans. Silicon may also, in its
discretion, charge any monetary Obligations to any one or more of Borrower’s Deposit Accounts maintained with Silicon.

     9.4 Monthly Accountings. Silicon shall provide Borrower monthly with an account of advances, charges, expenses and payments
made pursuant to this Agreement. * Such account shall be deemed correct, accurate and binding on Borrower and an account stated
(except for reverses and reapplications of payments made and corrections of errors discovered by Silicon), unless Borrower notifies
Silicon in writing to the contrary within 60 days after such account is rendered, describing the nature of any alleged errors or omissions.

     * In the absence of manifest error, such

     9.5 Notices. All notices to be given under this Agreement shall be in writing and shall be given either personally or by reputable private
delivery service or by regular first-class mail, or certified mail return receipt requested, addressed as follows: (a) if to Borrower, * at the
address for Borrower shown in the heading to this Agreement; or (b) if to Silicon, at the address for Silicon shown in the introductory
paragraph of this Agreement; or (c) at any other address designated in writing by one party to the other party in accordance with this
Section 9.5. Notices to Silicon shall be directed to the Commercial Finance Division, to the attention of the Division Manager or the
Division Credit Manager. All notices shall be deemed to have been given upon delivery in the case of notices personally delivered, or at
the expiration of one Business Day following delivery to the private delivery service, or two Business Days following the deposit thereof
in the United States mail, with postage prepaid.

     * (in care of GIGA-TRONICS with respect to any and all Borrowers)

     9.6 Severability. Should any provision of this Agreement be held by any court of competent jurisdiction to be void or unenforceable,
such defect shall not affect the remainder of this Agreement, which shall continue in full force and effect.

     9.7 Integration. This Agreement and such other written agreements, documents and instruments as may be executed in connection
herewith are the final, entire and complete agreement between Borrower and Silicon and supersede all prior and contemporaneous
negotiations and oral representations and agreements, all of which are merged and integrated in this Agreement. There are no oral
understandings, representations or agreements between the parties which are not set forth in this Agreement or in other written agreements
signed by the parties in connection herewith.

     9.8 Waivers; Indemnity. The failure of Silicon at any time or times to require Borrower to strictly comply with any of the provisions of
this Agreement or any other Loan Document shall not waive or diminish any right of Silicon later to demand and receive strict compliance
therewith. Any waiver of any default shall not waive or affect any other default, whether prior or subsequent, and whether or not similar.
None of the provisions of this Agreement or any other Loan Document shall be deemed to have been waived by any act or knowledge of
Silicon or its agents or employees, but only by a specific written waiver signed by an authorized officer of Silicon and delivered to
Borrower. * Borrower waives the benefit of all statutes of limitations relating to any of the Obligations or this Agreement or any other
Loan Document, and Borrower waives demand, protest, notice of protest and notice of default or dishonor, notice of payment and
nonpayment, release, compromise,
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settlement, extension or renewal of any commercial paper, instrument, account, General Intangible, document or guaranty at any time held
by Silicon on which Borrower is or may in any way be liable, and notice of any action taken by Silicon, unless expressly required by this
Agreement or any other Loan Document. Borrower hereby agrees to indemnify Silicon and its affiliates, subsidiaries, parent, directors,
officers, employees, agents, and attorneys, and to hold them harmless from and against any and all claims, debts, liabilities, demands,
obligations, actions, causes of action, penalties, costs and expenses (including reasonable attorneys’ fees), of every kind, which they may
sustain or incur based upon or arising out of any of the Obligations, or any relationship or agreement between Silicon and Borrower, or
any other matter, relating to Borrower or the Obligations; provided that, with respect to any indemnitee, this indemnity shall not extend to
damages proximately caused by such indemnitee’s own gross negligence or willful misconduct. Notwithstanding any provision in this
Agreement to the contrary, the indemnity agreement set forth in this Section shall survive any termination of this Agreement and shall for
all purposes continue in full force and effect.

     * To the maximum extent permitted by applicable law,

     9.9 No Liability for Ordinary Negligence. Neither Silicon, nor any of its directors, officers, employees, agents, attorneys or any other
Person affiliated with or representing Silicon shall be liable for any claims, demands, losses or damages, of any kind whatsoever, made,
claimed, incurred or suffered by Borrower or any other party through the ordinary negligence of Silicon, or any of its directors, officers,
employees, agents, attorneys or any other Person affiliated with or representing Silicon, but nothing herein shall relieve Silicon from
liability for its own gross negligence or willful misconduct.

     9.10 Amendment. The terms and provisions of this Agreement may not be waived or amended, except in a writing executed by
Borrower and a duly authorized officer of Silicon.

     9.11 Time of Essence. Time is of the essence in the performance by Borrower of each and every obligation under this Agreement.

     9.12 Attorneys Fees and Costs. Borrower shall reimburse Silicon for all reasonable attorneys’ fees and all filing, recording, search,
title insurance, appraisal, audit, and other reasonable costs incurred by Silicon, pursuant to, or in connection with, or relating to this
Agreement (whether or not a lawsuit is filed), including, but not limited to, any reasonable attorneys’ fees and costs Silicon incurs in order
to do the following: prepare and negotiate this Agreement and all present and future documents relating to this Agreement; obtain legal
advice in connection with this Agreement or Borrower; enforce, or seek to enforce, any of its rights; prosecute actions against, or defend
actions by, Account Debtors; commence, intervene in, or defend any action or proceeding; initiate any complaint to be relieved of the
automatic stay in bankruptcy; file or prosecute any probate claim, bankruptcy claim, third-party claim, or other claim; examine, audit,
copy, and inspect any of the Collateral or any of Borrower’s books and records; protect, obtain possession of, lease, dispose of, or
otherwise enforce Silicon’s security interest in, the Collateral; and otherwise represent Silicon in any litigation relating to Borrower. In
satisfying Borrower’s obligation hereunder to reimburse Silicon for attorneys fees, Borrower may, for convenience, issue checks directly
to Silicon’s attorneys, Levy, Small & Lallas, but Borrower acknowledges and agrees that Levy, Small & Lallas is representing only
Silicon and not Borrower in connection with this Agreement. If either Silicon or Borrower files any lawsuit against the other predicated on
a breach of this Agreement, the prevailing party in such action shall be entitled to recover its reasonable costs and attorneys’ fees,
including (but not limited to) reasonable attorneys’ fees and costs incurred in the enforcement of, execution upon or defense of any order,
decree, award or judgment. All attorneys’ fees and costs to which Silicon may be entitled pursuant to this Section shall immediately
become part of Borrower’s Obligations, shall be due on demand, and shall bear interest at a rate equal to the highest interest rate
applicable to any of the Obligations.

     9.13 Benefit of Agreement. The provisions of this Agreement shall be binding upon and inure to the benefit of the respective
successors, assigns, heirs, beneficiaries and representatives of Borrower and Silicon; provided, however, that Borrower may not assign or
transfer any of its rights under this Agreement without the prior written consent of Silicon, and any prohibited assignment shall be void.
No consent by Silicon to any assignment shall release Borrower from its liability for the Obligations.

     9.14 Joint and Several Liability. If Borrower consists of more than one Person, their liability shall be joint and several, and the
compromise of any claim with, or the release of, any Borrower shall not constitute a compromise with, or a release of, any other Borrower.

     9.15 Limitation of Actions. Any claim or cause of action by Borrower against Silicon, its directors, officers, employees, agents,
accountants or attorneys, based upon, arising from, or relating to this Loan Agreement, or any other Loan Document, or any other
transaction contemplated hereby or thereby or relating hereto or thereto, or any other matter, cause or thing whatsoever, occurred, done,
omitted or suffered to be done by Silicon, its directors, officers, employees, agents, accountants or attorneys, shall be barred unless
asserted by Borrower by the commencement of an action or proceeding in a court of competent jurisdiction by the filing of a complaint
within * one year after the first act, occurrence or omission upon which
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     such claim or cause of action, or any part thereof, is based, and the service of a summons and complaint on an officer of Silicon, or on
any other person authorized to accept service on behalf of Silicon, within thirty (30) days thereafter. Borrower agrees that such ** one-
year period is a reasonable and sufficient time for Borrower to investigate and act upon any such claim or cause of action. The ** one-year
period provided herein shall not be waived, tolled, or extended except by the written consent of Silicon in its sole discretion. This
provision shall survive any termination of this Loan Agreement or any other Loan Document.

     * two years

     ** two-year

     9.16 Section Headings; Construction. Section headings are only used in this Agreement for convenience. Borrower and Silicon
acknowledge that the headings may not describe completely the subject matter of the applicable section, and the headings shall not be
used in any manner to construe, limit, define or interpret any term or provision of this Agreement. This Agreement has been fully
reviewed and negotiated between the parties and no uncertainty or ambiguity in any term or provision of this Agreement shall be
construed strictly against Silicon or Borrower under any rule of construction or otherwise.

     9.17 Governing Law; Jurisdiction; Venue. This Agreement and (except to the extent expressly provided to the contrary) the other
Loan Documents and all acts and transactions hereunder and (except to the extent expressly provided to the contrary) thereunder and all
rights and obligations of Silicon and Borrower shall be governed by the laws of the State of California. As a material part of the
consideration to Silicon to enter into this Agreement and the other Loan Documents, Borrower (i) agrees that all actions and proceedings
relating directly or indirectly to this Agreement and the other Loan Documents shall, at Silicon’s option, be litigated in courts located
within California, and that the exclusive venue therefor shall be Santa Clara County; (ii) consents to the jurisdiction and venue of any
such court and consents to service of process in any such action or proceeding by personal delivery or any other method permitted by law;
and (iii) waives any and all rights Borrower may have to object to the jurisdiction of any such court, or to transfer or change the venue of
any such action or proceeding.

     9.18 Mutual Waiver of Jury Trial. BORROWER AND SILICON EACH HEREBY WAIVE THE RIGHT TO TRIAL BY
JURY IN ANY ACTION OR PROCEEDING BASED UPON, ARISING OUT OF, OR IN ANY WAY RELATING TO, THIS
AGREEMENT OR ANY OTHER PRESENT OR FUTURE INSTRUMENT OR AGREEMENT BETWEEN SILICON AND
BORROWER, OR ANY CONDUCT, ACTS OR OMISSIONS OF SILICON OR BORROWER OR ANY OF THEIR
DIRECTORS, OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS OR ANY OTHER PERSONS AFFILIATED WITH
SILICON OR BORROWER, IN ALL OF THE FOREGOING CASES, WHETHER SOUNDING IN CONTRACT OR TORT
OR OTHERWISE.

     [remainder of page intentionally left blank; signature page follows]
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     IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed and delivered as of the date first above
written.

            
Borrower:  Borrower:

          
 GIGA-TRONICS INCORPORATED    ASCOR, INC.
          
 By  /s/ Mark H. Cosmez II    By /s/ Mark H. Cosmez II
   President or Vice President      President or Vice President
          
 By  /s/ G.H. Bruns, Jr.    By /s/ G.H. Bruns, Jr.
   Secretary or Assistant Secretary      Secretary or Assistant Secretary
          

Borrower:       
          
 MICROSOURCE, INC.       
          
 By  /s/ Mark H. Cosmez II       
   President or Vice President       
          
 By  /s/ G.H. Bruns, Jr.       
   Secretary or Assistant Secretary       
          

Silicon:       
          

SILICON VALLEY BANK       
          

By  /s/ Tim Walsh       
          

Title  Senior V. P.       
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Silicon Valley Bank

Schedule to

Loan and Security Agreement

   
Borrower:

 
GIGA-TRONICS INCORPORATED, a California corporation (“GIGA-TRONICS”); ASCOR, INC., a California
corporation (“ASCOR”); and MICROSOURCE, INC., a California corporation (“MICROSOURCE”)

   
Address:

 
4650 Norris Canyon Road
San Ramon, CA 94583

   
Date:  June 21, 2004

This Schedule forms an integral part of the Loan and Security Agreement between Silicon Valley Bank and the above-borrower of even
date.

         
1.

 

CREDIT LIMIT
(Section 1.1):

 

Subject to the terms and conditions of the Agreement and this Schedule, and during the period
commencing on the date of this Agreement and ending on the Business Day immediately preceding the
Maturity Date, Silicon will make revolving advances in an aggregate outstanding amount not to exceed
the lesser of the Maximum Credit Limit (as defined below) and the Borrowing Base (as defined below).
As used herein, the term “Maximum Credit Limit” means $2,500,000.

    As used herein, the term “Borrowing Base” means, as of any date of determination, the result of:
        

 
 

 
 

 
 

(1) 80%(the “Accounts Advance Rate” and also an “Advance Rate”) of the amount of Borrower’s
Eligible Accounts (as defined in Section 8 above), plus

        
      (2) an amount not to exceed the lowest of:

        

 

 

 

 

 

 

 

(a) 25% (the “Inventory Advance Rate” and also an “Advance Rate”) of the value of
Borrower’s Eligible Inventory (as defined in Section 8 above), calculated at the lower of cost
or market value and determined on a first-in, first-out basis, or
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       (b) $500,000, or.
        

 

 

 

 

 

 

 

(c) 50% (the “Inventory/Accounts Availability Ratio” and also an “Advance Rate”) of the
amount of credit availability created by clause (1) above of this definition of “Borrowing
Base”.

        
 

 

 

 

Silicon may, from time to time, modify the Advance Rates, in its good faith business judgment, upon at
least 3 Business Days prior written notice to the Borrower, based on changes in collection experience
with respect to Accounts, its evaluation of the Inventory, or other issues or factors relating to the
Accounts, Inventory or other Collateral.

        
 

 

 

 

Loans and other extensions of credit will be made to each Borrower based on the Eligible Accounts and
Eligible Inventory of such Borrower, subject to the Maximum Credit Limit for all Loans and other
extensions of credit to all Borrowers combined.

        
 

 
 

 
FX Sublimit: $100,000; provided, however, that the sum of the FX Reserve, plus the aggregate amount
of Obligations in respect of Cash Management Services, shall not at any time exceed $100,000.

        
 

 

 

 

Borrower may enter into foreign exchange forward contracts with Silicon, on its standard forms, under
which Borrower commits to purchase from or sell to Silicon a set amount of foreign currency more than
one Business Day after the contract date (the “FX Forward Contracts”); provided that (1) at the time the
FX Forward Contract is entered into, Borrower has credit availability under this Agreement in an amount
at least equal to 10% of the amount of the FX Forward Contract; (2) the total FX Forward Contracts at
any one time outstanding may not exceed 10 times the amount of the FX Sublimit set forth above.
Silicon shall have the right to withhold, from the Loans or other extensions of credit otherwise available
to Borrower under this Agreement, a reserve (which shall be in addition to all other reserves) in an
amount equal to 10% of the total FX Forward Contracts from time to time outstanding (the “FX
Reserve”), and in the event at any time there are insufficient Loans and other extensions of credit
available to Borrower for such reserve, Borrower shall deposit and maintain with Silicon cash collateral
in an amount at all times equal to such deficiency, which shall be held as Collateral for all purposes of
this Agreement. Silicon may, in its discretion, terminate the FX Forward Contracts at any time that an
Event of Default occurs and is continuing. The FX Forward Contracts shall terminate upon the earlier of
(a) the Maturity Date, or (b) any earlier effective date of termination of this Agreement (or such later
date requested by Borrower as Silicon may agree in writing in its sole discretion if and to the extent
Borrower’s Obligations in respect of the FX Forward Contracts are secured by cash in amounts and on
terms and conditions
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acceptable to Silicon in its good faith business judgment). Borrower shall execute all standard form
applications and agreements of Silicon in connection with the FX Forward Contracts, and without
limiting any of the terms of such applications and agreements, Borrower shall pay all standard fees and
charges of Silicon in connection with the FX Forward Contracts. All amounts that Silicon pays or
expends in respect of any FX Forward Contracts shall constitute Obligations hereunder.

        
 

 

 

 

Cash Management Services and Reserves: Borrower may use up to $100,000 of Loans available
hereunder for Silicon’s Cash Management Services (as defined below) identified in the cash
management services agreement related to such services (the “Cash Management Services”); provided,
however, that the sum of the FX Reserve, plus the aggregate amount of Obligations in respect of Cash
Management Services, shall not at any time exceed $100,000. Silicon will reserve against Loans and
other extensions of credit which would otherwise be available hereunder such sums as Silicon shall
determine in its good faith business judgment in connection with the Cash Management Services, and
Silicon may charge to Borrower’s Loan account any amounts that may become due or owing to Silicon
in connection with the Cash Management Services. Borrower agrees to execute and deliver to Silicon all
standard form applications and agreements of Silicon in connection with the Cash Management
Services, and, without limiting any of the terms of such applications and agreements, Borrower will pay
all standard fees and charges of Silicon in connection with the Cash Management Services. The Cash
Management Services shall terminate upon the earlier of (a) the Maturity Date, or (b) any earlier
effective date of termination of this Agreement (or such later date requested by Borrower as Silicon may
agree in writing in its sole discretion if and to the extent Borrower’s Obligations in respect of the Cash
Management Services are secured by cash in amounts and on terms and conditions acceptable to Silicon
in its sole discretion). Upon the occurrence and during the continuation of an Event of Default, Silicon
shall have the right to require the Obligations in respect of the Cash Management Services to be secured
by cash in amounts and on terms and conditions acceptable to Silicon in its good faith business
judgment.
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2.  INTEREST.       
        

 

 

Interest Rate
(Section 1.2):

 

An annual rate equal to the sum of the “Prime Rate” in effect from time to time, plus 1.50% per annum.
Interest shall be calculated on the basis of a 360-day year for the actual number of days elapsed. As used
in this Agreement, “Prime Rate” means the interest rate announced from time to time by Silicon as its
“prime rate” (which is a base rate upon which other rates charged by Silicon are based, and it is not
necessarily the best rate available at Silicon). The interest rate applicable to the Obligations shall change
on each date there is a change in the Prime Rate.

        
 

 

Minimum Monthly
Interest
(Section 1.2):  

n/a per month.

        

3.  FEES (Section 1.4):       
        

 
 

Loan Fee:
 

$25,000, payable concurrently herewith.

        
 

 

Collateral
Monitoring
Fee:  n/a

        
 

 

Unused Line
Fee:

 

Borrower shall pay to Bank, monthly in arrears, an unused line fee equal to the product of 0.50% per
annum multiplied by the amount by which the Maximum Credit Limit exceeds the average daily
principal balance of the outstanding Loans during the immediately preceding month (or part thereof),
during the period commencing on the date of this Agreement and ending on the Maturity Date, and for
so long thereafter as any of the Obligations relative to Loans are outstanding, which fee shall be payable
on the 1st day following the end of each month.

        

4.
 

MATURITY
DATE (Section 6.1)  364 days following the date of this Agreement.

        

5.

 

FINANCIAL
COVENANTS
(Section 5.1):

 
Borrower shall comply with each of the following covenants. Compliance shall be determined as of the
end of each month, except as otherwise specifically provided below:
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Minimum
Liquidity:  At all times, Borrower shall maintain Liquidity of not less than $800,000.

        
 

 

Minimum Tangible
Net Worth:

 

Borrower shall maintain, on a consolidated basis, a Tangible Net Worth of not less than the sum of
clauses (i) and (ii) below (the “Required TNW Amount”): (i) the TNW Base Amount (as defined below);
plus (ii) 75% of all consideration (net of reasonable, customary expenses of such sale and issuance)
received by or for the account of Borrower after the date hereof for the issuance and sale of equity
securities of GIGA-TRONICS and subordinated debt of Borrower (other than such consideration
received upon the exercise of stock options by employees, consultants, and advisors of Borrower not in
excess of $100,000 in the aggregate).

        
 

 

 

 

As used herein, the term “TNW Base Amount” means, as of any date of determination: (a) $7,500,000
during the period prior to October 1, 2004; (b) $7,000,000 during the period commencing on October 1,
2004 and ending on December 31, 2004; and (c) $6,500,000 at all times from and after January 1, 2005.

        
 

 

 

 

Increases in the Required TNW Amount based on such consideration received for the issuance and sale
of such equity securities and subordinated debt shall be effective as of the end of the month in which
such consideration is received, and shall continue effective thereafter. In no event shall the Required
TNW Amount be decreased (except as a result of step-downs in the TNW Base Amount as set forth in the
definition thereof).

        
  Definitions.  For purposes of the foregoing financial covenants, the following term shall have the following meaning:

        
 

 
 

 
“Liabilities” shall have the meaning ascribed thereto by GAAP.

        
 

 

 

 

“Liquidity” means, as of any date of determination, the sum of (i) the aggregate amount of Borrower’s
unrestricted cash maintained on deposit with Silicon, plus (ii) the amount of Loans and other extensions
of credit then available to Borrower under Section 1 of this Schedule (after giving effect to all such Loans
and other extensions of credit outstanding and, without duplication, all applicable reserves).

        
 

 
 

 
“Tangible Net Worth” shall mean the excess of total assets less total liabilities, determined in accordance
with GAAP, with the following adjustments:
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(A) there shall be excluded from assets: (i) notes, accounts receivable and other obligations owing to
Borrower from its officers or other Affiliates, and (ii) all assets which would be classified as
intangible assets under GAAP, including without limitation goodwill, licenses, patents, trademarks,
trade names, copyrights, capitalized software and organizational costs, licenses and franchises.

        
 

 

 

 

 

 

(B) there shall be excluded from liabilities: all indebtedness which is subordinated to the Obligations
under a subordination agreement in form specified by Silicon or by language in the instrument
evidencing the indebtedness which Silicon agrees in writing is acceptable to Silicon in its good faith
business judgment.

        
6.

 
REPORTING.
(Section 5.3):  

 
 

 
 

 

        
 

 
 

 
Borrower shall provide Silicon with the following:

        
 

 
 

 
1.

 
Subject to the Streamline Provisions, transaction reports and schedules of collections, each week and
at the time of each Loan request, on Silicon’s standard form

        
 

 
 

 
2.

 
Monthly accounts receivable agings, aged by invoice date, within fifteen days after the end of each
month.

        
 

 
 

 
3.

 
Monthly accounts payable agings, aged by invoice date, within fifteen days after the end of each
month.

        
 

 

 

 

4.

 

Subject to the Streamline Provisions, monthly reconciliations of accounts receivable agings (aged by
invoice date), deferred revenue report, transaction reports, outstanding or held check registers (if
any), and general ledger, within fifteen days after the end of each month.

        
 

 

 

 

5.

 

Subject to the Streamline Provisions, monthly perpetual inventory reports for the Inventory valued
on a first-in, first-out basis at the lower of cost or market (in accordance with GAAP) or such other
inventory reports as are requested by Silicon in its good faith business judgment, all within fifteen
days after the end of each month.

        
 

 
 

 
6.

 
Monthly unaudited financial statements, as soon as available, and in any event within thirty days
after the end of each month.

        
 

 
 

 
7.

 
Monthly Compliance Certificates, within thirty days after the end of each month, in such form as
Silicon shall reasonably specify,
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signed by the Chief Financial Officer of Borrower, certifying that as of the end of such month
Borrower was in full compliance with all of the terms and conditions of this Agreement, and setting
forth calculations showing compliance with the financial covenants set forth in this Agreement and
such other information as Silicon shall reasonably request, including, without limitation, a statement
that at the end of such month there were no held checks.

        
 

 

 

 

8.

 

Annual operating budgets (including income statements, balance sheets and cash flow statements, by
month) for the upcoming fiscal year of Borrower within thirty days prior to the end of each fiscal
year of Borrower.

        
 

 

 

 

9.

 

Annual financial statements, as soon as available, and in any event within 120 days following the end
of Borrower’s fiscal year, certified by, and with an unqualified opinion of, independent certified
public accountants reasonably acceptable to Silicon.

        
With respect to the financial statements referred to above, Borrower agrees to deliver financial statements prepared on both a consolidated
and consolidating basis and agrees that no subsidiary of Borrower will have a fiscal year different from that of Borrower.

        

7.
 

BORROWER
INFORMATION:

        
 

 

 

 

 

 

Borrower represents and warrants that the information set forth in the Representations and Warranties
of the Borrower dated June 4, 2004 previously submitted to Silicon (the “Representations”) is true
and correct as of the date hereof.

8.
 

ADDITIONAL
PROVISIONS

        
 

 

 

 

(1)

 

Banking Relationship. Borrower shall at all times maintain its primary banking relationship with
Silicon. Without limiting the generality of the foregoing, Borrower shall, at all times, maintain not
less than 85% of its total cash and investments on deposit with Silicon. As to any Deposit Accounts
and investment accounts maintained with another institution, Borrower shall cause such institution,
within 30 days after the date of this Agreement, to enter into a control agreement in form acceptable
to Silicon in its good faith business judgment in order to perfect Silicon’s first-priority security
interest in said Deposit Accounts and investment accounts. Thereafter, Borrower shall not maintain
any Deposit Accounts or investment accounts with any
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bank, securities intermediary, or other institution unless Silicon has received such a control agreement
duly executed by such party in favor of Silicon covering such Deposit Account or investment account,
as the case may be.

        
 

 

 

 

(2)

 

Subordination of Inside Debt. All present and future indebtedness of Borrower to its officers,
directors and shareholders (“Inside Debt”) shall, at all times, be subordinated to the Obligations
pursuant to a subordination agreement on Silicon’s standard form. Borrower represents and warrants
that there is no Inside Debt presently outstanding, except for the following: NONE. Prior to incurring
any Inside Debt in the future, Borrower shall cause the person to whom such Inside Debt will be owed
to execute and deliver to Silicon a subordination agreement on Silicon’s standard form.

        
    (3) Copyrights, Patents, and Trademarks

        
 

 

 

 

 

 

(a) Concurrently herewith, Borrower shall execute and deliver to Silicon a security agreement relative
to Borrower’s Intellectual Property, in form and substance satisfactory to Silicon (the “IP Security
Agreement”). Exhibit A attached to the IP Security Agreement identifies, as of the date of this
Agreement, any and all Registered Copyrights of Borrower (collectively, the “Existing Registered
Copyrights”). Except for the Existing Copyright Registrations, Borrower will NOT register with the
United States Copyright Office (or apply for such registration of) any of Borrower’s maskworks,
computer software, or other copyrights, unless Borrower has provided Silicon not less than 30 days
prior written notice of the commencement of such registration/application and Borrower has executed
and delivered to Silicon such security agreement(s) and other documentation (in form and substance
reasonably satisfactory to Silicon) which Silicon in its good faith business judgment may require for
filing with the United States Copyright Office with respect to such registration or application.

        
 

 

 

 

 

 

(b) Borrower will identify to Silicon in writing any and all patents and trademarks of Borrower that are
registered (or the subject of any application for registration) with the United States Patent and
Trademark Office and, upon Silicon’s request therefor, promptly execute and deliver to Silicon such
security agreement(s) and other documentation (in form and substance reasonably satisfactory to
Silicon) which Silicon in its good faith business judgment may require for filing with the United
States Patent and Trademark Office with respect to such registration or application.
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(c) Borrower will: (i) protect, defend and maintain the validity and enforceability of Borrower’s
respective copyrights, patents, and trademarks; (ii) promptly advise Silicon in writing of material
infringements of Borrower’s copyrights, patents, or trademarks of which Borrower is or becomes
aware; and (iii) not allow any material item of Borrower’s copyrights, patents, or trademarks to be
abandoned, forfeited or dedicated to the public without Silicon’s written consent.

        
 

 

 

 

(4)

 

Landlord Agreement. With respect to any leased premises of Borrower, Borrower shall, promptly
upon Silicon’s request therefor, use commercially reasonable efforts to deliver to Silicon a landlord
agreement (in form and substance satisfactory to Silicon) duly executed by the lessor of such leased
premises. In the event that Silicon requests such a landlord agreement and Borrower uses such efforts
but does not succeed in delivering such a landlord agreement, Silicon may (in its good faith business
judgment) maintain a Reserve with respect to such leased premises.

        
 

 

 

 

(5)

 

Bailee Agreement. Borrower hereby represents and warrants that, as of the date of execution and
deliver of this Agreement, no goods of Borrower are in the possession of any warehouseman or other
bailee (other than as expressly identified in Section 3(f) of the Representations), and hereby covenants
that Borrower promptly shall deliver written notice to Silicon of any goods of Borrower being in the
possession of any other warehouseman or other bailee. With respect to any goods or other Collateral
of Borrower in the possession of any warehouseman or other bailee, Borrower shall, promptly upon
Silicon’s request therefor, use commercially reasonable efforts to deliver to Silicon a bailee agreement
(in form and substance satisfactory to Silicon) duly executed by such warehouseman or other bailee.
In the event that Silicon requests such a bailee agreement and Borrower uses such efforts but does not
succeed in delivering such a bailee agreement, Silicon may (in its good faith business judgment)
maintain a Reserve with respect to such warehouse or other bailee location.

        
 

 

 

 

(6)

 

Ultracision & Viking Subsidiaries . Borrower hereby represents and warrants that: (y) each of
ULTRACISION, INC., a California corporation (“Ultracision”); and VIKING SEMICONDUCTOR
EQUIPMENT, INC., a California corporation (“Viking”), is a wholly-owned Subsidiary of GIGA-
TRONICS; and (z) each of Ultracision and Viking does not conduct any material business activity and
does not own any material assets. Borrower hereby covenants and agrees that: (a)
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Borrower shall not transfer any funds or assets (including Collateral) to any one or more of
Ultracision and Viking; (b) GIGA-TRONICS shall not cause, suffer, or permit any one or more of
Ultracision and Viking conduct any material business activity or own any material assets; and (c) on
or before the date 120 days following the date of this Agreement, Borrower shall either (i) deliver to
Silicon evidence (satisfactory to Silicon in its good faith business judgment) that each of Ultracision
and Viking has wound up and dissolved in accordance with applicable law, or (ii) cause Ultracision
and Viking, if and to the extent not timely wound up and dissolved pursuant to the foregoing clause
(i), to execute and deliver such joinders, supplements, or other Loan Documents (in each case, in
form and substance satisfactory to Silicon in its good faith business judgment) as Silicon requires in
order that Ultracision and Viking become additional Borrowers under this Agreement and additional
obligors under the other Loan Documents in the same capacity as the respective Borrowers’
capacities hereunder and thereunder. Without limiting the generality of the foregoing clause (i), a
date-stamped copy of the Certificate of Dissolution as-filed with the applicable Secretary of State
shall constitute satisfactory evidence of the winding up and dissolution of the applicable entity for
purposes of the foregoing clause (i).

        

9.  STREAMLINE PROVISIONS
        

 

 

 

 

So long as no Default or Event of Default has occurred and is continuing and the Zero Loan Balance
Condition (as defined below) is satisfied, the following provisions in this Section 9 of this Schedule
(collectively, the “Streamline Provisions”) shall be in effect notwithstanding anything herein to the
contrary:

        
 

 

 

 

 

 

(1) (a) Delivery of the items set forth in Item #1 of Section 6 of this Schedule will not be required
more frequently than on a monthly basis; and (b) delivery of the items set forth in Items #4 and #5 of
Section 6 of this Schedule will not be required with respect to any month during which at all times
the Streamline Provisions are in effect.

        
 

 
 

 
 

 
(2) Silicon will not request, pursuant to Section 4.3 of this Agreement, copies of credit memos (if at
all) more frequently than on a monthly basis.
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(3) Borrower shall not be required to deliver payments on, and proceeds of, Accounts to Silicon upon
receipt as required by Section 4.4 of this Agreement.

        
 

 

 

 

 

 

(4) So long as the Zero Loan Balance Condition is satisfied, Borrower shall provide Silicon with at
least 30 days’ prior written notice of Borrower’s desire to have Silicon make any future Loan or other
extension of credit to Borrower. Prior to Silicon making such Loans or other extensions of credit, if
any, Silicon shall have received the results, satisfactory to Silicon in its good faith business judgment,
of an audit as provided for in Section 5.4 of this Agreement.

        
 

 

 

 

Upon (y) the Zero Loan Balance Condition not being satisfied, or (z) the occurrence and during the
continuation of a Default or Event of Default under the Loan Documents, all of the terms and conditions of
this Agreement that have been modified by this Section 9 of this Schedule will immediately revert to the
standard terms and conditions as provided for in this Agreement (without giving effect to this Section 9 of
this Schedule — but, if applicable, subject to paragraph (4) of this Section 9 of this Schedule with respect to
the Zero Loan Balance Condition) without any further action on the part of Silicon or Borrower.

 
 

 

 

 

As used herein, the term “Zero Loan Balance Condition” means, as of any date of determination, that no
Loans or other extensions of credit have been outstanding, and no requests for Loans or other extensions of
credit have been made by Borrower, during the consecutive 30-day period ending on such date of
determination.

        

10.  CONDITIONS PRECEDENT   
        

 
 

 
 

In addition to the other conditions precedent set forth in this Agreement, the making of the initial Loan(s) or
other extension(s) of credit hereunder is subject to the following additional conditions:

        
 

 

 

 

(A) Silicon shall have received lien searches listing all effective financing statements which name Borrower
(or any predecessor corporation, prior name, or tradename thereof or any seller of assets acquired by any
Borrower outside of the ordinary course of business) as debtor that are filed in the applicable filing offices
with respect to Borrower, none of which financing statements shall cover any of the Collateral of Borrower,
except (1) financing statements perfecting Permitted Liens, (2) financing statements as to which Silicon has
received duly executed authorization by the applicable secured party to file executed termination statements
or partial release statements in form and substance satisfactory to Silicon in
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    its good faith business judgment, or (3) as otherwise agreed in writing by Silicon.
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     IN WITNESS WHEREOF, the parties hereto have caused this Schedule to be executed and delivered as of the date first above
written.

            
Borrower:  Borrower:

          
  GIGA-TRONICS INCORPORATED    ASCOR, INC.

          
 By /s/ Mark H. Cosmez II    By /s/ Mark H. Cosmez II
   President or Vice President      President or Vice President
          
 By /s/ G.H. Bruns, Jr.    By /s/ G.H. Bruns, Jr.
   Secretary or Assistant Secretary      Secretary or Assistant Secretary
          

Borrower:       
          

  MICROSOURCE, INC.       
          
 By /s/ Mark H. Cosmez II       
   President or Vice President       
          
 By /s/ G.H. Bruns, Jr.       
   Secretary or Assistant Secretary       
          

Silicon:       
          

SILICON VALLEY BANK       
          

By    /s/ Tim Walsh       
          

Title   Senior V. P.       

 



 

Exhibit 31.1

CERTIFICATIONS UNDER SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, George H. Bruns, Jr. certify that:

1. I have reviewed this quarterly report on Form 10-QSB of Giga-tronics, Inc.;

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(s) 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) 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

 
 (c) 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(s) 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: August 6, 2004

     
  /s/ GEORGE H. BRUNS, JR.   

 George H. Bruns, Jr.   
 Chairman and Chief Executive Officer   

 



 

Exhibit 31.2

CERTIFICATIONS UNDER SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Mark H. Cosmez II, certify that:

1. I have reviewed this quarterly report on Form 10-QSB of Giga-tronics, Inc.;

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(s) 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) 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

 
 (c) 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(s) 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: August 6, 2004

     
  /s/ MARK H. COSMEZ II   

 Mark H. Cosmez II   
 VP Finance, CFO and Secretary   

 



 

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 Giga-tronics Incorporated (the “Company”) on Form 10-QSB for the period ending June 26,
2004, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, George H. Bruns, Jr., Chief Executive
Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 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 results of

operations of the Company.

     
 /s/ GEORGE H. BRUNS, JR.   
 George H. Bruns, Jr.   
 Chief Executive Officer   
 August 6, 2004   

 



 

Exhibit 32.2

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 Giga-tronics Incorporated (the “Company”) on Form 10-QSB for the period ending June 26,
2004, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Mark H. Cosmez II, Vice President,
Finance, Chief Financial Officer and Secretary of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 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 results of

operations of the Company.

     
  /s/ MARK H. COSMEZ II   

 Mark H. Cosmez II   
 VP Finance, CFO and Secretary   
 August 6, 2004   
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